
 Have we arrived at a New World Disorder? Well, the UK is no longer a sta-
bilizing power in Europe, and the US has stopped functioning as a stabilizer 
in the global system. Behind these structural changes we fi nd the manifold 
failures of neoliberal economics. In the footsteps of Keynes, Polanyi and 
Habermas, Heikki Patomäki uncovers the causes and dynamics of these 
complex crises, and also identifi es the keys of a progressive project that can 
save the legacy of enlightenment and democratic politics in Europe, as well 
as the world system, and help to fi nd the way back to social progress. 

 –  László Andor, Former EU Commissioner for Employment, 
Social Affairs and Inclusion  





 Disintegrative Tendencies in 
Global Political Economy 

 Whether we talk about human learning and unlearning, securitization, or 
political economy, the forces and mechanisms generating both globaliza-
tion and disintegration are causally effi cacious across the world. Thus, the 
processes that led to the victory of the ‘Leave’ campaign in the June 2016 
referendum on UK European Union membership are not simply confi ned to 
the United Kingdom, or even Europe. Similarly, confl ict in Ukraine and the 
presidency of Donald Trump hold implications for a stage much wider than 
EU–Russia or the United States alone. 

 Patomäki explores the world-historical mechanisms and processes that 
have created the conditions for the world’s current predicaments and, argu-
ably, involve potential for better futures. Operationally, he relies on the phi-
losophy of dialectical critical realism and on the methods of contemporary 
social sciences, exploring how crises, learning and politics are interwoven 
through uneven wealth-accumulation and problematical growth-dynamics. 
Seeking to illuminate the causes of the currently prevailing tendencies 
towards disintegration, antagonism and – ultimately – war, he also shows 
how these developments are in fact embedded in deeper processes of human 
learning. The book embraces a Wellsian warning about the increasingly 
likely possibility of a military disaster, but its central objective is to fur-
ther enlightenment and holoreflexivity within the current world-historical 
conjuncture. 

 This work will be of interest to students and scholars of international rela-
tions, peace research, security studies and international political economy. 

  Heikki Patomäki  is Professor of World Politics at the University of Hel-
sinki, Finland. 
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 Introduction 
 The world falling apart 

 This book is a warning about the likely consequences of disintegrative ten-
dencies in the global political economy. It is vital to formulate this warning 
in a self-critical manner. Often, the perception “I have been watching the 
news and the world seems to be falling apart” is illusory. Media images of 
wars, threats of violence and senseless terror, and the consequent precau-
tionary actions of security apparatuses, conceal that the world is on average 
less violent now than past centuries or millennia. 1  

 Sensationalized news about wars in the Middle East and the Ukrainian 
conflict in Europe, and political developments such as Brexit and the elec-
tion of Donald Trump, have intensified the sense that things are falling apart. 
Many commentators convey a common fear of impending global disorder. 
Alarm is often connected to historical stories about the decline of the West 
and the rise of a post-Western world. 

 Extrapolation from news can be a misleading way to understand the 
world. As Steven Pinker explains, news is “always about events that hap-
pened and not about things that didn’t happen” (Belluz 2016). News media 
focus selectively on the dramatic and tend to push non-dramatic events and 
slow processes to the background. Headlines do not usually scream that 
violent death has become rare. In Western Europe and North America, as 
well, the absolute number of people killed in terrorist attacks has been in 
decline for decades, despite notable events – Paris, November 2015 or 9/11. 2  

 Furthermore, theories may be more historical and processual than every-
day commercial news but can be equally misleading. For example, the typi-
cal alarmist reaction to President Trump resonates with hegemonic stability 
theory, which posits that a single hegemonic state is both a necessary and 
sufficient condition for an open, liberal world economy. A change of hege-
mony in world politics is associated with global war. 

 Developers and advocates of hegemonic stability theory have been warn-
ing about the imminent threat of global war for decades. The late Susan 
Strange (1987, 552), founder of International Political Economy in Britain, 

 1 
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compared the myth of lost US hegemony to the once widely believed idea 
that German-speaking people came from a distinct Aryan race and to the 
persistent myth that rhinoceros horn is an aphrodisiac. Experts relying on 
false myths (see also Grunberg 1990), and driven by simple theories and 
ideologies, are usually not very good at predicting the future. Philip Tet-
lock’s (2005, 20) systematic studies of expert anticipations of the future 
concludes: 

 When we pit experts against minimalist performance benchmarks – 
dilettantes, dart-throwing chimps, and assorted extrapolation algorithms –
we find few signs that expertise translates into greater ability to make 
either “well-calibrated” or “discriminating” forecasts. 

 A further problem with alarmism is that it can become a self-fulfi lling 
prophecy. In the midst of everyday concerns and anxieties of life, the media-
driven sense of things falling apart can breed socio-psychological mecha-
nisms that generate existential insecurity, securitization of political issues 
and increasingly antagonistic self–other relations. Social systems are open, 
the future is conditionally responsive, so researchers must consider ethical 
and political responsibility. 

 Moreover, the world is contradictory. (Mega)trends can point in different 
directions. For instance, although the world economy has seen a long down-
ward trend in the rates of investment and growth, and although inequali-
ties, vulnerabilities and uncertainties have grown, economic reality remains 
complex. During the last four decades, the world population has grown from 
4 to 7.5 billion, and the average world GDP per capita has at least doubled. 
Experience of the developments of the world economy are diverse and posi-
tion and context specific. 

 The industrialization and rapid economic growth of China and India have 
led to the emergence of new strata of middle and upper class people. 3  Within 
overall growth, many parts of the world have experienced processes of dein-
dustrialization – the former Soviet Union, North America, Latin America 
and many regions of Europe. Some poor and middle-income countries have 
stagnated or collapsed. Even in China, the share of manufacturing of GDP 
has been declining for decades. Thus, uneven growth and development gen-
erate complex and varied realities. 

 With these caveats in mind, this book argues that the possibility of global 
military catastrophe is real and increasingly likely (a global ecological catas-
trophe is equally likely, but not the focus of this book). This book can be 
read as a storm warning that would not make sense if it did not remain pos-
sible to avoid the worst of that storm. The storm analogy is of course partial. 
The storm I am talking about is a human-made geo-historical construction, 
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not a natural phenomenon. But human-made historical constructions are 
also causally efficacious. Even if the worst-case scenario is not realized, the 
storm evoked by disintegrative tendencies in the global political economy 
will cause many troubles and crises. 

 The return of the past amidst relative stability 
 When anticipating the future, it is expedient to recall past forecasts and 
their failures. In the late twentieth century, the year 2000 was often seen as 
a decisive turning point. Many experts tried to foresee how things would 
look in the year 2000 and beyond (though a mythicized number 2000 does 
not have any bearing on relevant geo-historical processes). Johan Galtung 
(2000, 123), an eminent peace researcher and futurologist, explains that 
experts, many of them world-famous, were “remarkably wrong [about year 
2000]; not only as a group but almost every single one of them”. 

 Not everyone has been equally wrong. Hedley Bull, a British institution-
alist International Relations scholar, stands out. In  The Anarchical Society , 
Bull (1977) was right about the continued prevalence of the international 
society, constituted by shared rules, norms, understandings and institutions 
such as state sovereignty, diplomacy, international law, international organi-
zations and great powerness. Underneath sensational media events and the 
daily drama of world politics, and despite some gradual changes and per-
sisting potential for global catastrophe, the overall situation in 2017 appears 
mostly that of business as usual within international society. This is roughly 
in line with Bull’s expectations. 4  

 However, contra Bull, since the 1970s transnational organizations have 
proliferated. Bull seems to have underestimated globalizing forces (cf. 
Scholte 2005). Transnational corporations, banks and financial investors 
are now arguably more powerful (as noted early by Gill and Law 1989). 
New free trade and other international legal agreements have consolidated 
the privileged position of private megacorporations. Globalization may not 
be as new or discontinuous as sometimes depicted, but qualitatively novel 
features and properties have emerged: investment protection clauses, just-
in-time systems of global production, digital derivatives markets, aggres-
sive tax planning etc. Bull also neglected the possibility of the emergence of 
tentative elements of world statehood (cf. Albert et al. 2012; Albert 2016). 

 After the end of the Cold War, the world became more ideologically 
homogeneous. There were subsequent attempts to build systems of collec-
tive security, and even elements of world statehood – through human rights 
or economic treaties and in the functionally differentiated sphere of security 
(UN 1992). The relevant question now is: why has the world been reverting 
to nationalist statism, militarized conflicts and arms races, notwithstanding 
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globalizing forces and the emergence of elements of global constitutional-
ism and security? 

 We can find some possible, albeit partial, answers, in Bull’s account of 
international society. In the absence of consensus in the UN Security Coun-
cil, the US and its NATO allies have resorted to unilateral wars of interven-
tion. This raises issues of just war. As Bull (1977) noted, the problem with 
just war is that just causes can clash, whether in the public sphere or on 
the battleground (1977, 30, 132–3, 157–8). This has been the case in the 
Middle East, Central Asia and Ukraine. Bull also emphasized that attempts 
at collective security may weaken or undermine “classical devices for the 
maintenance of order” (1977, 231). If one great power can resort to war 
unilaterally, why not others? 

 The conflict between Putin’s Russia and the West can be seen from this 
perspective: a likely consequence of unilateral attempts to execute collec-
tive security. This unilateralism has tacitly revived just war doctrine. For 
example, intervention in the Syrian civil war (2011–), has created potential 
for both cooperation and further escalation of antagonisms as “just” causes 
conflict. In  Chapters 3  and  4 , I discuss the problem of double standards 
and clashing interpretative perspectives in world politics. However, I also 
argue in this book that the dynamics of global political economy are key. 
The dynamic processes of the world economy shape conditions everywhere. 
Actors participate in bringing about and steering global political economy 
processes in various, but often short-sighted, counterproductive and contra-
dictory ways (Patomäki 2008; Patomäki 2013). 

 The Bretton Woods system lasted from 1944 to 1973. The subsequent 
system has been characterized by a particular political project of global-
ization, where overall per capita rates of growth have gradually declined, 
though the world economy is still growing; inequalities have risen  within  
most countries and in some ways between countries; the “normal” rate of 
unemployment has risen; and work has become increasingly precarious. The 
world economy has also been characterized by oscillations with increasing 
amplitude. Volatility has risen, especially in finance. 5  The financial crisis 
of 2008–2009 was the most serious crisis of the world economy since the 
1930s and 1940s. 6  It almost produced a new great depression – the world 
economy verged on collapse – but automatic stabilizers, rescue and stimulus 
packages averted the worst. As Jonathan Kirshner (2014, 47) also argues, 
“the relatively benign international political environment in 2007–2008 
compared with the intense security dilemma of the inter-war years were 
also essential in not making a bad situation worse”. 

 Fallacy of composition (see Elster 1978, 97–106) is a key concept in 
this book. What is possible for one actor at a given moment is not pos-
sible for all or many simultaneously. This has collective policy implications. 
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For instance, any attempt to export a slump to other countries by reducing 
imports and increasing exports or by creating equivalent financial flows 
soon leads to a contradiction if everyone tries to do the same. The same 
applies to pursuing “competitiveness”, whether it refers to exports or invest-
ment. For example, if the aim is to attract a maximal share of investment to 
maintain economic growth via corporate tax competition, there is no aggre-
gate level historical evidence that this increases the overall pool of invest-
ment. Rather, the opposite seems to be true: investment rates have declined 
in the OECD as tax rates have fallen. If corporate tax cuts have a positive 
effect on the level of real investments in one country, it will likely do so 
at the expense of other countries. Short-sighted and contradictory ways of 
responding to problems of the world economy are both the cause and effect 
of problems ( Figure 1.1 ). 

  The process tends to reinforce itself, partly because dynamics lead to 
political changes within and across states, often deepening and entrench-
ing myopic self-regarding orientations. Many mechanisms can work toward 
this. For instance, volatile public opinion responds to changing conditions. 
Rising unemployment, widening social disparities and increasing uncer-
tainty and dependence can generate existential insecurity among citizenry. 7  
Economic problems tend to threaten identity, as not only one’s earnings 

  Figure 1.1  The self-reinforcing negative dynamics of the neoliberal world economy 

Economic problems
framed in terms of
neoliberal ideas

Consequences - re-
constitutive and causal 

Regressive societal
learning

Myopic and
contradictory state

responses

Fallacy of composition
and other

contradictions



6 Introduction: the world falling apart

but also one’s social worth, rights and duties are tied to a position as an 
employee, entrepreneur or capitalist. Economic problems can endanger 
social integration (Habermas 1988, 20–31). Given characteristic difficulties 
and pathologies of socialization in a complex market society, and related cri-
ses of embodied personality, the blend of capitalist world markets and sepa-
rate national states involve great potential for antagonistic social relations. 

 These and related processes largely explain why the world has been 
reverting to nationalist statism, militarized conflicts and arms races. The 
international political environment is becoming less benign. An arms race 
too can follow from (i) responses to economic problems and (ii) a related 
fallacy of composition. For instance, a state may decide to stimulate its 
economy by spending more on armaments (i.e. resort to military Keynes-
ianism) or keep a “security margin” by trying to be better armed than its 
actual or potential military adversaries. If all relevant states – or even just 
two of them – try the same, the result can be an arms race, which may 
escalate to war. 8  

 The result of these dynamics is a gradual and partial return of the past. 
Sometimes this return may be ideologically explicit. Neoliberalism tends 
to evoke nineteenth-century economic liberalism and its values (see e.g. 
Hayek 1944, 240). In international economic relations, the dominance of 
policies of free trade and free movement of capital signify a return to types 
of regime that existed before World War I. The re-emergence of power-
balancing practices – following the brief post–Cold War period of globalism 
and the peace dividend – is another sign of a re-formation of a pre-WWI 
system type. The historical analogy to pre-WWI world is only partial. 9  In 
some ways the 2010s resemble the late 1920s and early 1930s: faulty mon-
etary design, financialization and debt-fuelled Ponzi growth led to a global 
financial crisis that begat deflationary forces which have strengthened a mix 
of racist nationalism and populism. Yanis Varoufakis has coined the term 
“postmodern 1930s”, a concatenation that also stresses differences between 
eras and that invokes the idea that signs and symbols are taking primacy 
over tangible reality. 10  

 Contents of the book 
 The goal of this book is to illuminate the causes of currently prevailing 
tendencies towards disintegration, antagonism and – ultimately – war. But I 
also try to show how these developments are embedded in deeper processes 
of human learning. Thus, I explore those world-historical mechanisms and 
processes that have (i) created the conditions for our current predicament 
while (ii) simultaneously involving the potential for better futures. I do so 
in the spirit of H. G. Wells, invoking his aphorism that “civilization is in a 
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race between education and catastrophe”. My objective is to further human 
learning in the current world-historical conjuncture, not to contribute to 
self-fulfi lling prophecies. 

 In  Chapter 2 , I focus on disintegrative tendencies within the EU, itself 
an integral part of the world economy. As Brexit demonstrates, trust in the 
EU and its institutions, and in neoliberal globalization, has declined due 
to a prolonged economic downturn and series of crises, with deep roots 
in the financialization process. The social effects of and political responses 
to these relative economic developments must be understood in terms of 
prevailing standards and expectations. As the young Marx (1847) noted 
170 years ago, “our desires and pleasures spring from society; we measure 
them, therefore, by society and not by the objects which serve for their 
satisfaction”. Our wants and pleasures are relative to the general develop-
ment of society. 

 The cosmopolitan left has been successful in elections in Greece 
and Spain – countries with recent historical experience of right-wing 
dictatorships – but for the most part rising discontent in Europe has been 
channelled into nationalist and disintegrative politics of othering and scape-
goating. Right-wing nationalist–populist parties have become established in 
the legislatures of most European countries. In some cases, they have risen 
to government. On the left, Plan B and Lexit (“left exit”) achieved greater 
popularity after Syriza’s surrender (accepting the third EU Memorandum on 
Greece’s debt, on terms set in Brussels, Frankfurt and Berlin). 

 Brexit is not a deterministic result of these dynamic developments. The 
global financial crisis did not hit the UK particularly hard in GDP or unem-
ployment terms. The Euro crisis has affected the UK more indirectly than 
directly. To explain Brexit, we need to specify subtle and indirect connec-
tions and mechanisms. Nevertheless, the decision to exit the EU stemmed 
from grievances and protests not unique to the UK. Similar responses have 
occurred across the EU. There is a widespread perception that Europe is 
returning to its barbarous past. “Proud peoples are being turned against each 
other. Nationalism, extremism and racism are being re-awakened.” 11  But it 
is not only Europe. Similar mechanisms and tendencies are in effect across 
the world, as is evident from the prominence of nationalist–populist politi-
cal leaders – Recep Tayyip Erdoğan, Vladimir Putin, Donald Trump etc. 

  Chapter 2  is thus not only about Brexit. In it I outline some of the chief 
explanatory ideas of the book: there are internal and external relations 
between neoliberalism and nationalism; a causal process flows from eco-
nomic troubles to resentment and emotional distancing; and Karl Polanyi’s 
double movement that starts with the construction of self-regulating mar-
kets and results in societal self-protection. My analysis of Brexit and, 
more generally, disintegrative tendencies in the EU, is a first step towards 
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understanding the dynamics of the whole global political economy. I con-
clude  Chapter 2  by providing a tentative explanation of why UKIP’s appar-
ently paradoxical espousal of free markets is currently quite typical. 

 In  Chapter 3 , I examine the conflict in Ukraine in order to understand 
and explain why the world is reverting to nationalist statism and territorial 
conflicts. I make three arguments. First, and most importantly, the EU has 
played an active role in various global processes that have co-created the 
conditions for a new Russia–West conflict and the war in Ukraine. The EU 
promotes free markets, austerity and various neoliberal measures, and their 
effects aggravate social conflicts. I explain how the relevant mechanisms 
work and how their effects involve positive feedback loops and cumulative 
causation. Global Keynesian institutions and policies would be needed to 
counter these and other related tendencies. Secondly, while Russia exempli-
fies tendencies toward past practices of power-balancing, the self-righteous 
universalism of the EU and US is also liable to create division. Norma-
tively I argue that new institutional frameworks of dialogue, cooperation 
and democratic participation could transcend the conflict of perspectives 
and principles. 

 In  Chapter 4 , I examine the causes and consequences of Donald Trump’s 
presidency. The rise of China and other BRICS and Asian countries, and 
the relocation of industry to nearby countries, has hastened deindustrial-
ization in many parts of Europe and North America. Combined with other 
characteristic effects of prevailing policies and globalization, especially ris-
ing inequalities, deindustrialization has fuelled political turmoil in the US, 
resulting in the election of Trump. The exercise of double standards within 
as well as by the US, and the dogged pursuit of its own national sovereignty 
and narrow “national interests”, contradicts and tends to undermine the 
course of international cooperation and thus destabilize the world economy 
(when a country is or is not applying double standards is of course open to 
conflicting interpretations). 

 The irony in this historical situation is that the US appears, both now 
and in the past, to assume that others will nevertheless continue to abide 
by agreed rules, norms and principles, though often it does not do so itself. 
Future scenarios of global change will now largely pivot on how others 
respond to changes in US attitudes and actions. Will the US continue to 
act uncooperatively internationally, and single-mindedly pursue its vision 
of strengthened “national sovereignty” (at home and abroad)? The conse-
quences of such a course are likely to be disruptive, not only for the formal 
sphere of international cooperation and prospects for future global gov-
ernance, but for the global economic system as well. A spiral of aggres-
sive actions and retaliatory reactions could be set in motion. The probable 
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long-term consequences of such a pattern are well known, as any reading of 
the first half of the twentieth century reveals (e.g. Moser 2016). 

 I distinguish between four relevant scenarios about the possible and likely 
effects of Trumponomics, especially in trade and investments. Trade pro-
tectionism via tariffs or complicated arrangements of taxation are not the 
only forms of potential beggar-thy-neighbour policies. Attempts to enhance 
external competitiveness by internal devaluation or tax competition can be 
equally harmful. Some countries, and the EU, are keen to increase their 
competitiveness. The idea is to increase demand for national goods and ser-
vices in world markets – at the expense of other countries. Yet the return 
of classical trade protectionism would be another step toward repeating the 
1930s. 

 Overall the effect of the Trump administration is to aggravate and inten-
sify the pathologies and contradictions of the world political economy. Tax 
reductions for US corporations, middle classes and the very wealthy, and 
increasing infrastructure and military spending, are neither sustainable nor 
generalizable under the prevailing global institutional setting. The Trump 
administration is also proposing potentially far-reaching financial deregula-
tion. The stated aim is to make US financial companies more competitive – 
but in all likelihood at the expense of global financial stability. The Trump 
administration’s financial deregulation policy seems determined to speed up 
the financial boom-and-bust process; if successful, an early massive finan-
cial crisis is more likely. The effects of financial deregulation, combined 
with other aspects of US political developments such as the decline of the 
rule of law, may also have the unintended consequence of decreasing the 
attractiveness of the US economy as a global economic “safe-haven”. 

 In  Chapter 5 , I discuss the explosive potential of the state system and 
the capitalist world economy in more general terms. The self-reinforcing 
negative dynamics of the contemporary world economy bring about con-
text-specific outcomes that, in spite of their differences, share essential 
characteristics. Variations of similar developments can be observed across 
the world: in the EU and its member states such as Hungary, Poland and 
Britain, in the US, Russia, Ukraine, Turkey, China and India. These out-
comes are internally and externally related to changes in economic growth, 
profit, employment, wages, taxes, income distribution and welfare, which 
are dependent on economic policies and institutional and regulatory arrange-
ments. From a Keynesian–Kaleckian economic-theoretical perspective, 
once orthodox economic-liberal policies and institutions are dominant, they 
tend to slow down economic growth through various mechanisms. Positive 
feedback loops dominate, which tend to make growth uneven and increase 
disparities between regions and social classes and strata. 
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 Increasing inequality is an important reason why legitimacy may be lack-
ing and why overall demand in the world economy tends to be insufficient. 
One of the key claims of Piketty’s (2014)  Capital  is the tendency for r > g, 
where r is the average annual rate of return on capital and g is annual eco-
nomic growth. This is especially likely when growth is slow. Past wealth 
becomes increasingly important and inherited wealth grows faster than out-
put and income. Piketty states that “we can now see those shocks [world 
wars] as the only forces since the Industrial Revolution powerful enough 
to reduce inequality” (8; italics HP). In  Chapter 5 , I argue that Piketty is 
not fully consistent in formulating this point. Developments are much more 
contingent and open-systemic than Piketty allows. Nonetheless, if there is 
a close relationship between wars, lack of growth and inequalities, must we 
then wait for the next global war before inequalities reduce or are peace-
ful changes possible? It seems the global financial crisis 2008–2009 was 
not compelling enough. Perhaps a more devastating economic and political 
shock is required for real changes to become possible. What kind of crisis 
or shock could push world history onto a new path? 

 I also reverse this question in  Chapter 5 . What will the concentration of 
capital and the rising importance of past and inherited wealth mean to the 
likelihood of a major economic and political disaster? Piketty maintains that 
the developments we are now observing are likely to erode democracy. Are 
these high levels of inequalities incompatible with democracy per se? What 
are the consequences of de-democratization and how are they connected to 
the rise of nationalist populism? 

 My starting point in the concluding  Chapter 6  is that doctrines codify 
the lessons learned from previous practices; and doctrinal debates define 
geo-historical eras and their characteristic practical and institutional 
arrangements. Collective learning and the exercise of power (understood 
as transformative capacity), not least by social movements, determine 
which doctrines prevail. The idea of a neoliberal world order is con-
tested. The historical outcome of this global contestation, both ideologi-
cally and practically, will turn upon how states and social forces around 
the world act and respond in the coming period. This outcome is histori-
cally indeterminate; reality involves complex multi-path developmental 
processes. 

 In  Chapter 6 , I make a case for the importance of holoreflexivity. Hol-
oreflexivity means that one can see oneself as an active part of a dynamic 
whole. “It is global in that it encompasses all social groupings, com-
munities, cultures and civilizations, and planetary in that it comprises 
the totality of relationships between the human species and the rest of 
the biosphere.” 12  A rational  holoreflexive  response to the consequence 
of the new liberal orthodoxy would be to extend the spatial scale of 
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Keynesian-Kaleckian and related alternatives, and re-articulate them in 
global-democratic terms. 

 In the concluding chapter, I draw different threads of my argument 
together by discussing scenarios concerning the dynamics of the EU and of 
the whole world economy. It is increasingly probable that the transformation 
and metamorphosis of the systems of global governance will come about 
via a series of deep crises, possibly ending in a major global catastrophe. 
Yet there is also a rational tendential direction to world history, more firmly 
based than any history of contingent events. The rational tendential direc-
tion is grounded in collective human learning. 

Any claim about rational tendential direction of world history has to be 
understood as a dialectical argument within the meaningful human sphere.  
 These arguments are practical. Transformations toward a rational tendential 
direction is not automatic, it is realized through transformative praxis, a 
contingent process which is in turn dependent upon the rationality of par-
ticipating individual actors. The minimal meaning of rationality is openness 
to reason and learning. Once context-specific learning has occurred and a 
reasonable direction set, the next logical step is the process of constructing 
transformative agency. This could assume, for instance, the form of a global 
political party. 

 The questions I am posing in this book are ultimately about the future 
of capitalist world economy. The processes of transformation may involve 
many surprises. The future is uncertain, in part because creativity and nov-
elty are unpredictable. This is what makes world history so fascinating even 
in a context of grave dangers. 

 Notes 
 1 Ample evidence suggests that overall violence and war in human society has 

been declining for centuries (notably violent deaths per annum relative to popu-
lation; see Elias ([1939] 1978); Gurr (1981); Pinker (2011); and Muchembled 
(2012). 

 2 See Global Terrorism Database (www.start.umd.edu/gtd/). Most incidents of 
 terrorism during the past 15 years have occurred in Iraq and other confl ict 
zones. In Western Europe and North America, terrorism is statistically rare. See 
Nowrasteh (2016) for a US-based risk analysis. For Western Europe, see www. 
datagraver.com/case/people-killed-by-terrorism-per-year-in-western-europe-
1970-2015. 

 3 European colonization led to a fall in Asian manufacturing and global output 
share, affecting mainly India, China and South East Asia. A part of the story of 
the neoliberal era is that these eighteenth- to twentieth-century developments 
have reversed. Moreover, wages of Chinese or Indian labourers working in 
export industries are increasing, and where social insurance systems operate, 
global inequalities are mitigated in aggregate. It remains true that overall the last 
three decades have been dominated by an exacerbation of inequalities (in terms 
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of income, social protection, access to higher education and fulfi lling jobs, and 
humanizing living conditions). 

 4 See Patomäki (2017). Note most IR scholars, including Bull, did not anticipate 
the end of the Cold War; Deutsch (1954) is a rare exception (see Allan and Gold-
mann 1992, including Patomäki 1992b, for an  ex post  evaluation of IR theories 
in this light). Moreover, for a decade after the end of the Cold War it seemed that 
the practice of power-balancing was disappearing, at least on a global scale. 

 5 For discussion and explanation of the world economy before the global fi nancial 
crisis of 2008–2009, see Patomäki (2008, ch 5). Since then per capita economic 
growth has reduced further both in the OECD and many other parts of the world. 

 6 For an explanation of the crisis, see e.g. Minsky (2008); Patomäki (2010); Ras-
mus (2010); and Galbraith (2014). 

 7 Many scholars start from Anthony Giddens: “In respect of feelings of ontolog-
ical security, the members of modern societies are particularly vulnerable to 
generalized anxiety. This may become intense either when, as individuals, they 
have to confront existential dilemmas ordinarily suppressed by sequestration, or 
when, on a larger scale, routines of social life are for some reason substantially 
disrupted. The emptiness of the routines followed in large segments of modern 
social life engender a psychological basis for affi liation to symbols that can both 
promote solidarity and cause schism. Among these symbols are those associated 
with nationalism” (Giddens 1985, 196–7). Another possibility is provided by 
the texts and symbols of religion where responses vary from deeply refl exive 
Kierkegaardian existential faith (Krishek and Furtak 2011) to modern funda-
mentalism, including political Christianity and Islam (Ruthven 2007). 

 8 For Richardson’s explosive arms race model, where parties seek a “security mar-
gin”, see Rapoport (1960, 15–30). Robert Jervis’s (1976, 62–82  et passim ) Spi-
ral Model is more sophisticated, since it explicitly incorporates misperceptions, 
self-fulfi lling prophecies, lessons drawn from history etc. 

 9 In historical analogy, there are both horizontal and vertical relations. Horizontal 
relations concern similarities and differences between eras at the level of actual 
events, trends and developments, while vertical relations concern relevant causal 
mechanisms and processes within them (as well as possible causal connections 
between them). All historical analogies are partial; and vertical relations are usu-
ally more important than horizontal. A key historical analogy of my book  The 
Political Economy of Global Security  (Patomäki 2008) is that the contemporary 
era is in some important regards similar to the era of 1870–1914. In that book, I 
focused on vertical relations of analogy and pointed out that there are also some 
dissimilar or partly novel mechanisms. On this basis, and via related analysis 
of layers of agency, structures and mechanisms, I constructed three scenarios 
of possible global futures, with variations in each. Over the past ten years, the 
world seems to have followed scenario one, where a long downturn and uneven 
growth persist in the world economy. In the context of neo-territorialized and at 
times neo-imperial competition between super-states and blocs, the dynamics of 
the system lead to securitization, enemy-construction, new alliances and an arms 
race. 

 10 E.g. Varoufakis (2016). Freinacht (2017) argues plausibly that “this comparison 
[to the 1930s] has its merits, but it’s not without dangers of becoming too anach-
ronistic if our allegories are taken too literally and if we fail to include a sound 
analysis of the present. It’s important to keep in mind that we’re living in a vastly 
different world than our close ancestors a century ago. So even if some of the 
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mechanisms and patterns seem to be similar, the outcomes are likely to be very 
different.” 

 11 A Manifesto for Democratising Europe, drafted by Yanis Varoufakis, avail-
able: https://blogs.mediapart.fr/edition/les-invites-de-mediapart/article/040216/
yanis-varoufakis-manifesto-democratising-europe. 

 12 Camilleri and Falk (2009, 537). 
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 2 

 Brexit is an earth-shattering moment in the history of European integration. 
Until summer 2016, integration and enlargement followed each other. With 
Brexit, this process is being reversed, creating negative future expectations. 
Is this the beginning of the end? Has the EU become irreparable? Is the 
disintegration of Yugoslavia being repeated on the scale of the EU (Becker 
2017)? 

 Events involve duration and some change. Momentous events have 
always been the bread and butter of narrative history (Sewell 1996). Prime 
Minister David Cameron’s decision to hold an EU membership referendum 
started a process that led to June 2016. This was based on a miscalculation. 
Prior to formal election campaigning in January 2013, Cameron pledged 
to hold an in/out referendum if the Conservatives won a majority in 2015. 
Received wisdom before the election was that there would be another coali-
tion government, and that a Liberal Democrat Party partner would reject 
a referendum; thus, centrist Conservatives could make the pledge, benefit 
from it and likely never need to implement it. 

 Cameron’s intent seems to have been to both undercut the growing 
popularity of the UK Independence Party (UKIP) and silence Conserva-
tive Euro-sceptics. European integration has been a long-term source of 
division within the Conservative Party. Unintended consequences, however, 
dominated the process. The immediate effect of a referendum pledge was to 
focus debate on immigration. This debate provided a degree of legitimacy to 
UKIP and a point of convergence for Conservative sceptics. UKIP increased 
their vote from less than 1 million to 3.8 million in the 2015 general elec-
tion. Essentially, Cameron contributed to shifting the Overton Window – the 
range of ideas that are acceptable to the public and assume centre stage in 
political discourse – accommodating the sceptics and UKIP’s way of posi-
tioning a much broader set of issues. 1  This shift affected the outcome of the 
relatively tight referendum in June 2016. 

 Brexit and the causes of 
European disintegration 
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 It is important, however, to take a wider, longer-term view of the causes of 
Brexit. Events and episodes occur within geo-historical processes. Several 
processes may occur simultaneously and coalesce and interact in various 
ways. Together they constitute the context of actions, including background 
(practical skills), practical and institutional rules and political and economic 
circumstances. Reasons for and rationalizations of actions are related to 
these deeper and wider processes in complicated ways. The underlying pro-
cesses may, for instance, provide grounds for accusation or excuses. It is 
easy to criticize Cameron for his opportunistic miscalculation, but he could 
plausibly cite the political context and expectations that were common in 
2013–2015. Interpretations of the underlying processes are part of political 
processes themselves. 

 There are many possible ways to study underlying processes. The first 
is to move deeper into discursive formations and meanings: for instance, 
explicating the meaning structures underpinning a political stand in relation 
to the EU. For example, why is it that in Germany and France “Europe” 
usually means “us”, but in the UK it tends to mean “them”? Perhaps Brexit 
could be partly explained in terms of an absence of a British World War 
narrative that would justify deep involvement in the European integration 
process (Reynolds 2017); or in terms of the ambiguities of post-imperial 
“Britishness” and related identity-political manoeuvrings occurring in dif-
ferent parts of the UK (Gardner 2017). 

 Another way to move deeper is to explain the contextual and relational 
possibilities open to a positioned actor. A good example is Cameron’s appar-
ent opportunity to increase his party’s popularity by calling for a referen-
dum. This opportunity was made possible by the underlying institutions and 
their rules (such as parliamentary democracy, voting system, laws concern-
ing referenda, article 50 of the Lisbon Treaty etc). Cameron decided to seize 
this opportunity in response to specific geo-historical circumstances. The 
relevant circumstances included the rise of UKIP and related ideas across 
parties, but also dispute concerning the significance of the City of London. 
As a strategic political actor, Cameron was playing a two-level game (Put-
nam 1988). In domestic politics, he was trying to win elections, and in the 
EU, he was seeking further concessions to the UK. 

 Identity politics and the two-level game do not suffice to explain why anti-
EU and anti-immigration sentiments were growing stronger, why UKIP was 
gaining in popularity and why 52% of the active voters eventually preferred 
“Leave” in June 2016. Voters across Europe have rejected the EU several 
times in the past. Many specific EU treaties have been overruled in national 
referenda, even within the original EEC6 (in France and Holland). Norway 
has rejected EU membership twice. If the order of the 1994 referenda in 
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the Nordic countries had been different, at least Sweden would have stayed 
out and perhaps Finland. The number of UK voters supporting staying in 
the EU was roughly the same in 2016 as it was in 1975 (16,141,241 and 
17,378,581, respectively). Population growth and higher turnout enabled 
the “leave” side to get twice as many votes in 2016 than it did in 1975. It 
should also be borne in mind that many nationalist right-wing parties in 
Europe have relatively long historical roots. The Austrian Freedom Party 
was founded in 1956 and the French National Front in 1972. Most of the 
parties with a substantial number of seats in a national parliament in 2017 
emerged between the late 1980s and early 2000s. 

 The 2016 UK referendum was a break from past patterns. For the first 
time, a member state decided to leave the Union. Even those focussing on 
identity politics admit that economic inequalities arising from globaliza-
tion were another major factor in the referendum (Gardner 2017, 10). Many 
observers have pointed out that it was broader working and lower social 
classes who voted leave, rather than just the nationalist right or those repre-
senting business interests. “The division of the Brexit vote does not coincide 
with racial or gender differences, but to a large extent reflects the differ-
ence in class” (Kagarlitsky 2017, 111). Yet many of those belonging, in this 
interpretation, to the working class are no longer blue collar workers, and 
cumulative immigration of visible others was real in the UK (its meaning 
was of course negatively shaped by Leave campaigners). The “Leave” vote 
was especially popular in deindustrialized areas of England “with GDP per 
capita less than half inner London levels, and now hardest hit by cutbacks 
in services” (Watkins 2016, 23). What seems to have emerged is a tem-
porary constellation of forces in which Conservative sceptics, long-term 
UKIP activists and lower strata or peripheral parts of society – hit hard by 
the consequences of neoliberalism, globalization and deindustrialization – 
converged around the referendum. 

 The emergence of this constellation of forces is in no way unique to the 
UK. Similar developments have been occurring across Europe (and glob-
ally; see later chapters). The politico-economic elite has been wavering 
regarding nationalism and the EU and global governance, perhaps partly in 
response to a slight shift among political forces toward social democratic 
multilateralism (Harmes 2012). Increasing inequalities between social 
classes and regions, and underlying political economy processes such as 
deindustrialization, have generated a rise of anti-elite populism in the UK 
and elsewhere. We would thus need to explain the characteristic outcomes 
of prevailing political economy processes and how they are connected to 
attempts to protect society, particularly against outsiders. Moreover, the 
task is also to explain how anti-elite protest and nationalist protection-
ism can converge, at least temporarily, with Conservative EU-scepticism, 
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libertarianism and global free market and trade policies. A paradox lies at 
the heart of the causal complex that generates disintegrative tendencies. 

 The utopia of free markets and alternatives 
to it in European politics 
 Margaret Thatcher’s appointment as British prime minister in 1979, fol-
lowed by Ronald Reagan’s presidency in the US, marked the beginning of 
the neoliberal era. Neoliberalism is a programme of resolving problems of, 
and developing, human society by means of competitive markets. Things 
and processes can be identifi ed as problems only within a framework, and 
neoliberal theories frame things and processes (for example, moderately 
high infl ation in the 1960s and 1970s, and competitiveness of states, 
emerged as key problems). Competitive markets are assumed to be effi cient 
and just and to maximize freedom of choice. Competitive markets can be 
private and actual, or they can be simulated within organizations, whether 
private or public. Market-like incentive structures within organizations are 
fully compatible with steep hierarchies and characteristically require exten-
sive systems of surveillance and auditing. Neoliberalism is comprised of 
theories that are in some ways contradictory, all of which can be developed 
in different directions; and yet all these theories posit competitive markets 
as superior in terms of effi ciency, justice or freedom, or a combination of 
these (Patomäki 2009). 

 The new economic liberalism advocating free trade, open markets, priva-
tization, deregulation and reducing the size of the public sector spread rap-
idly across the world. It was strongly favoured by the structural discrepancy 
between territorial states and the global economy and the consequent asym-
metries of power (Patomäki 2008, 130–45); it was also supported by the US 
and British political domination of the World Bank, the International Mone-
tary Fund (IMF) and, later, the OECD and GATT, the precursor to the World 
Trade Organization. Neoliberalism was also to have a decisive impact on 
the process that led to the Maastricht Treaty that formally established the 
European Union, replacing the European Community 1 November 1993. 
The European Central Bank (ECB) was built on monetarist principles pro-
pounded by Milton Friedman and like-minded neoclassical economists, 
who also influenced Thatcher. 2  The EU is essentially a single market with 
no corresponding state structures. 

 It would thus seem that differences between British and EU versions of 
neoliberalism are limited. The dynamics of swings in public opinion in the 
UK and elsewhere are subtle and complex. Consider the four non-exhaustive 
but typical possibilities presented in  Table 2.1 . Support for the EU, or criti-
cism of it, does not stem self-evidently from any of the four options. In 
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terms of left–right division, the EU is widely and plausibly perceived to 
be mainly a right-wing neoliberal project, yet many on the left and right 
anticipate that this can change. The prevailing perceptions and anticipa-
tions have themselves been changing. For instance, in the UK, Thatcher’s 
Conservative party at times supported, rejected/resisted and sought to shape 
the European integration process. It has been acceptable in so far as it has 
fostered market-freedoms, and in so far as there has been a perception that it 
can become more free-private-market oriented in the future (justifying some 
ceding of sovereignty). 

  However, by the time David Cameron became leader, the Euro-sceptic 
right of the party were becoming increasingly restive and the party more 
ambivalent. This may have been partly because, in the aftermath of the 
global financial crisis of 2008–2009, the EU Commission started to advo-
cate financial taxes and stronger regulation of finance (in 2016 the City of 
London nonetheless mainly supported “Remain” to avoid uncertainty and 
threats to its role). Another shift, from left to right, concerns the nationalist–
populist parties. In their anti-establishment rhetoric, these parties have at 
times defended nationally based welfare-systems for native citizens; but 
when positioned to make decisions, they have characteristically consented 
to neo- or ordo-liberal policies (from option A to B in  Table 2.1 ). On the left, 
in turn, the popularity of Plan B and Lexit rose rapidly after the dramatic 
surrender of Syriza in summer 2015. The Plan B manifesto was signed in 
late 2015 by many of Europe’s best-known Left politicians, including Oskar 
Lafointane and Yanis Varoufakis, but soon experienced splits between 
nationalists and cosmopolitans. 

 Shifts over national/cosmopolitan and left/right divides are dynamic and 
complex. In their orientation, both the neoliberals and their post-Keynesian 

 Table 2.1  Four ethico-political alternatives in European politics 

Left-orientation 
(cooperation, solidarity; 
freedom and effi ciency 
require socio-economic 
equality)

Market right-orientation
(competition, private 
markets; freedom and 
effi ciency require socio-
economic differences)

National orientation
(“we” = ethnic nation or 
citizens of a sovereign 
state)

National welfare state 
and democracy

National determination 
of policies and inclusion/
exclusion

Cosmopolitan orientation
(“we” = humanity or 
world citizens)

Global Keynesianism, 
global social justice and/
or global democracy

Global free markets and 
movements, coupled with 
common institutions such 
as global money
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critics can be either national or cosmopolitan. 3  In countries considering 
entering the EU, the cosmopolitan left has been divided, commonly arguing 
and voting against joining the EU. Once in, they have shifted position and 
declared that the EU must be must be transformed, because developments 
are path-dependent, and cosmopolitanism can be furthered through the EU. 
Some cosmopolitans on the right, such as Robert Mundell, have been enthu-
siastic about the EU, but consistent formulations of free market globalism 
are rare. Usually global economic liberalism has been premised (i) on the 
free movement of goods, services and capital and (ii) on national powers to 
limit the movements of people. The capitalist world economy is also about 
exclusion. 

 Since the formation of the Maastricht Treaty, but especially as a response 
to the flow of crises that started 2008–2009, the overall effects have 
amounted to diffusion of doubts about, and distrust in, the European inte-
gration project. To understand the complex dynamics of various shifts, we 
need theory-derived but falsifiable hypotheses to explain why the overall 
trend has been towards renationalization of politics (the main tendency) and 
towards the cosmopolitan left’s transformative ideas (a weaker tendency, 
so far having involved significant electoral success mainly in Greece and 
Spain). The UK 2017 general election was about the EU, or about gover-
nance of the world economy, only indirectly. 

 Real–world politico-economic developments 
in the UK 
 When Thatcher was elected 1979, manufacturing accounted for almost 30% 
of Britain’s national income and employed 6.8 million people; by 2016, it 
accounted for just 10% of national income and employed 2.7 million. 4  The 
British economy has become increasingly fi nancialized and dependent on 
the banking sector and the City of London. Most new jobs have emerged in 
the service sector. British GDP grew from the early or mid-1980s until the 
global fi nancial crisis of 2008–2009, with the exception of the currency cri-
sis and slump of the early 1990s. GDP growth came to a halt in 2008–2009. 
Income inequalities in the UK rose until the early 2000s and have remained 
at a relatively high level since then. The wealthy parts of Greater London, 
the South East region and the thriving parts of urban areas elsewhere pros-
pered, while many rural areas and former industrial sites across the country 
were impoverished. 5  

 Highly financialized EU economies such as the UK and Ireland were 
instantly hit by the global financial crisis. Since then British economic 
development has stagnated. There has been little per capita GDP growth in 
a decade. Despite some recovery in 2016, average working-age household 
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incomes have remained below the level of 2007. 6  Deindustrialization and 
uneven regional development have continued. Early in the crisis a New 
Labour UK government re-stabilized the banking sector. Since then, the 
Cameron government and its successor has maintained preferential treat-
ment of banking and pursued austerity policies (albeit at varying rates). 
Measures have included increasing VAT to 20%, a wide range of cuts to the 
benefit system and to housing benefit and mortgage interest relief. There 
have been significant increases in the cost of meeting basic needs such as 
utilities and housing. The Conservative government has implemented the 
heaviest cuts at local government level. Between 2009–2010 and 2014–
2015 spending by England’s local authorities was cut by a fifth and further 
cuts were scheduled for 2015–2020. The most deprived English councils 
suffered the biggest cuts in spending power. As a result, local and regional 
differences have intensified. As a rule, this worsened the conditions of those 
living in the deindustrialized areas prior to Brexit. 7  

 For three decades, the benefits of GDP growth have flowed primarily 
to already prosperous regions, parts of cities and upper social strata. This 
stratification is also evident between urban and more rural or deindustrial-
ized settings. Many households have resorted to debt to meet costs of living 
and to maintain consumption in line with societal expectations. Moreover, 
GDP growth has become ambiguous from the point of view of qualitative 
measures of life satisfaction or sustainable well-being. It is true that from 
1993 to 2007, GPI per capita also rose in the UK, indicating a rise in real 
welfare, but this period was accompanied by continuous deindustrialization 
and characterized by persistent inequalities, vulnerabilities and insecurity. 8  
The downturn that started with the global financial crisis (Rasmus 2010), 
and then continued as the Euro crisis (Patomäki 2013, ch 4) and UK aus-
terity policies, has exacerbated debt problems and contributed to localized 
unemployment, and transitions to precarious employment. In combination, 
the prospects and well-being of large groups and segments of people were 
further weakened or made more uncertain. 

 What matters is not only socio-economic conditions but how they are 
perceived and interpreted relative to people’s social standing. Men who 
would once have been secure in a long-term industry-related identity now 
feel demeaned in precarious job markets. A case study of impoverished 
post-industrial Doncaster reveals how the lack of job security and decline 
of both social rights and trade unions have contributed to heightened exis-
tential insecurity among the citizenry (Thorleifsson 2016). The aftermath 
of the financial crisis brought with it not only austerity policy but also rhe-
torical attempts to victimize victims and marginalize the many. Philoso-
pher Michael Sandel (in Cowley 2016) explains how the dignity of many 
people has “been eroded and mocked by developments with globalization, 
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the rise of finance, the attention that is lavished by parties across the politi-
cal spectrum on economic and financial elites, the technocratic emphasis of 
the established political parties”. Immigration adds to the volatile mixture. 
Particularly during times of heightened existential insecurity, nostalgia and 
related turns to nationalism or religion can function as a potent source of 
meaning, identity and social reconnection. 

 The mechanisms and schemes translating changing 
economic circumstances into ethico-political responses 
  Figure 2.1  provides a schematic of the effects of globalization, neolib-
eral policies, automation and sudden economic changes or crises on the 
development of conservative, backward-looking and exclusionary beliefs 
and values. These processual mechanisms may affect only some of those 
belonging to the vulnerable parts of the population. Spontaneous articula-
tion of emotional responses and related reasoning about the validity of a 
rule involve a limited number of (self-)selected individuals and groups. The 
overall formation of public opinion is complex, multi-layered and refl exive 
(Patomäki 1997). In large-scale modern societies, many actors are indiffer-
ent, ignorant, hypocritical or egoistically calculative, but a political rule is 
unstable without good normative reasons, considered important by a suf-
fi cient proportion of citizens and political actors (e.g. Sayer 2016). Changes 
in the framing of questions alter the percentage distribution of answers. At 
the same time, actors form opinions in relation to, and in terms of, public 
opinion. Public opinion is thus a context-sensitive, relational and refl exive 
phenomenon. Public opinion is also made to speak in the name of “the peo-
ple”, “common people”, “silent majority”, “mainstream” etc. Public opinion 

  Figure 2.1   Politico-economic developments, social-psychological mechanisms and 
cognitive schemes 
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can be constitutive of social realities; it can authorize particular actions and 
practices. Even a limited fi rst-order impact on opinions and sentiments can 
thus suffi ce to shift overall public opinion, especially when overall learning- 
and power-dynamics resonate with that shift. 

  In the 1990s the authors of Eurobarometers stressed that most EU-
Europeans feel, and indeed often are, badly informed about most EU issues 
(e.g. Eurobarometer 1996, 56). The situation has not changed significantly 
since the 1990s. Eurobarometers test citizens’ knowledge. It is commonly 
acknowledged that Britons are among the least knowledgeable about the EU 
(e.g. Hix 2015). Ignorance can make actors particularly open to influences 
and susceptible to the manipulation of meanings. An unstable public opin-
ion can nonetheless exhibit continuities. Since the time of the Maastricht 
Treaty, many of the arguments pro and con the EU have remained the same. 
The EU has been legitimized in terms of peace in Europe, performance of 
technical-functional tasks and the benefits of a single market and currency. 
Public debates have revolved around economistic calculations of costs and 
benefits of the EU to the individual, business or nation; around fears about 
“our country losing its identity” or “control over its economic policy”; and 
around suspicions about possible connections between the design of the 
EMU and high levels of unemployment and other economic troubles. The 
EU’s democratic deficit has also been a persistent issue. Control and power 
seem to have shifted to Brussels and Frankfurt. 9  

 It is in the context of continuities and instabilities of public opinion that 
we should view connections between politico-economic developments, 
social-psychological mechanisms and cognitive schemes ( Figure 2.1 ). 
Globalization and neoliberal policies generate uneven growth. Depending 
on the location, they result in development or underdevelopment and can 
hasten industrialization or deindustrialization. There is, furthermore, a rela-
tively constant long-term trend of rising productivity. Because of techno-
logical developments, more can be produced with fewer workers, and this 
too can cause deindustrialization. These political economy processes tend 
to be mutually reinforcing in a range of spatial scales and temporal lengths, 
often involving unequal and self-reinforcing processes of accumulation of 
wealth, privileges and power, especially in the absence of countervailing 
responses. I will discuss the relevant political economy mechanisms in sub-
sequent chapters. 

 The key problem lies in heightened existential uncertainty and insecu-
rity, which can trigger various social-psychological mechanisms, such as 
resentment and emotional distancing. These mechanisms transform fear and 
insecurity and other related negative emotions experienced in specific social 
circumstances into anger, resentment, and even hatred. Salmela and von 
Scheve (forthcoming) argue that many fears and insecurities prevalent in 
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contemporary market societies are really about actual or anticipated shame. 
The affect of shame concerning oneself is repressed and then transformed 
into generalized resentment and anger against others. This argument must 
be qualified, however, since fear is similar to shame as an affect that we 
largely share with other mammals. They are grounded in our neurophysi-
ological structures. 

 With the capacity to consciously reflect upon the past and future, fear 
is mixed with the feeling of anxiety and shame with guilt. Shame might 
have been originally the submissive response to rejection by the hierarchi-
cal group. With reflective consciousness and morality, we have the capacity 
to accumulate memories of being ashamed and anticipate future rejections 
and their consequences: 

 Wrongs, or by another word, sins, or indeed anything that would eject 
us from society if it were known or seem to eject us from society can be 
reminisced about out of the past and worried about for the future. And 
this we call guilt. [. . .] in guilt we can have worry about future shameful 
experiences, which indeed is anxiety, and we thus have two emotions, 
anxiety and guilt, coming together as an even more powerful emotion. 

 (Jaynes 2000, 464–5) 

 Repressed anxiety, shame and guilt can easily be directed away from the 
self and toward the other. Anxiety and guilt induce anger and hatred against 
guilty others and associated groups. In contemporary European and North 
American contexts these include, in particular, refugees, immigrants, 
Islamists, greens and leftists, political and cultural elites and the “main-
stream” media. This tendency is best seen as an emotional background and 
context for forming ideas about the causes of anxiety and insecurity. Mean-
ing and self-esteem are sought from aspects of identity perceived to be sta-
ble. In the late twentieth and early twenty-fi rst-century contexts, this often 
means nation or traditional religion. The counterpart is emotional distancing 
from social identities that are supposed to infl ict anxiety and other negative 
emotions upon one’s own self. 

 Substantial assumptions and related cognitive schemes determine how the 
causes of insecurity and lack of dignity and recognition are articulated as 
political claims. Assumptions and cognitive schemes can amount to an ideol-
ogy that is popular among the wealthy and powerful. An ideology is a system 
of beliefs and background capacities that misleadingly represents particular 
aims and interests as universal; it mobilizes structures of meaning to legitimize 
sectional interests. 10  What is striking is that parallel assumptions and beliefs 
may also result, under particular circumstances, from the sentiments of anxi-
ety, shame and guilt of the less well-off. This kind of historically contingent 
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convergence of social forces, occurring through the complex, multi-layered 
and reflexive determinations of public opinion, has involved purposeful and 
also interest-based attempts to manipulate meanings. 11  This partly explains 
the shift towards renationalization of politics in the early twenty-first century. 
Consider the following background assumptions and cognitive schemes that 
closely connect neoliberalism and populist nationalism: 

 1 Metaphor: “the nation is a family”. 12  This metaphor is arguably key to 
understanding complex chains of reasoning concerning the value of 
belonging to the nation, the legitimate role of the government, immi-
gration and many other issues. It is also the basis for such common 
expressions as “founding fathers”, “head of state” and “fatherland” (the 
term patriot comes from the Latin  pater , meaning father). 

 2 Metaphor: “the state is a household”. 13  In everyday thinking and in 
neoclassical economic theory, and particularly in so-called microeco-
nomic theory, states are generally understood as operating within the 
same constraints as households. It follows for instance that states, like 
households, are obliged to balance their expenditure to coincide with 
the income of any given budgetary period. 

 3 Assumption: scarcity prevails and resources for public purposes such as 
education and healthcare are fixed and limited. 14  This assumption ratio-
nalizes austerity when there is an actual or anticipated public deficit. 
The same assumption is implicit in claims about migrants taking “our 
places” in schools or hospitals. 

 4 Lump of labour fallacy: there is a fixed amount of work to be done 
within a national economy. This fallacy is presupposed by claims about 
“they are taking our jobs”. (Neoliberals may be less likely to hold this 
assumption than nationalists). 

 5 Tendency to blame the weak and vulnerable for economic problems 
and crises, personification of complex social processes. 15  If markets are 
free, the world must be just, and thus everyone gets what they deserve. 
If markets are not free and thus do not function properly, this must be 
because trade unions suppress free labour markets and government sus-
tains those who do not work. Ordinary workers and dependent people 
may in turn pass the blame on to migrants and refugees, who are willing 
to work for less or are, for now, incapable of working. 

 These assumptions and cognitive schemes make it possible to direct anxiety, 
shame and guilt away from the self and toward the other. The strict father 
of the nation 16  must normalize, punish or exclude those who are guilty of 
straining the resources and infl icting negative emotions upon the blameless 
members of the community. In the UK popular press, there was little attempt 
prior to Brexit to differentiate between EU and non-EU immigration. The 
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logic of control of infl ows thus could stand in opposition to EU member-
ship, with little knowledge of the actual role of immigration or of the EU 
required. Deindustrialization also meant that factories relocated to not just 
China but other parts of Europe. Thus, the EU and technocratic elites in 
Brussels  must  be responsible for the hardships of ordinary people, even 
when established elites in London are also criticized. 

 For causal efficaciousness, it does not matter whether assumptions, met-
aphors and claims are true or adequate. Moreover, the first-order effects 
of changing politico-economic circumstances do not have to be particu-
larly widespread to cause a shift in “public opinion”. This shift can have 
self-reinforcing characteristics, yet the emotions spawned by the changing 
politico-economic circumstances must make sense. The stories told in terms 
of the basic metaphors and cognitive schemes must appear to explain the 
vulnerabilities and uncertainties of the situation of those who have been 
primarily affected. Assuming that global economic liberalism is premised 
on national powers to limit the movements of people (see  Table 2.1 ), the key 
contradiction of this belief system lies in assumption 5. It is not only that the 
free market utopia has played a major role in creating the circumstances that 
have evoked anxiety, shame and guilt, but also that this utopia makes the 
poor and vulnerable responsible for their own fate, although they belong to 
the family-nation – they may be held responsible even when the promises 
of the market utopia are not realized. 

 To understand the popularity of parties such as UKIP (see  Figure 2.2 ), it is 
also necessary to shed light on the dynamics of power relations. Neoliberal 

  Figure 2.2  The rising popularity of UKIP 
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globalization is a self-reinforcing process that has changed power relations. 
The dominant structural position and the direct influence of those who con-
trol major businesses has been strengthened. Lobbying has become a £2 
billion industry in UK alone (see Sayer 2016, ch 15) The media is increas-
ingly controlled by convergent ideas and interests, as is particularly evident 
in the case of Rupert Murdoch’s media empire (by 2000, Murdoch’s News 
Corporation already owned over 800 companies in more than 50 countries). 
It is in this context that UKIP arrived on the political scene. Rather than 
challenging neoliberalism, it has drawn ideas from Thatcher and the right 
wing of the Conservative Party. UKIP has been built on the assumption that 
common sense is neoliberal. Private donors such as Paul Sykes, as well 
as UKIP’s early success in the European Parliament elections, helped to 
secure funding for its activities, thus contributing to UKIP’s rise. Commer-
cial and ideological interests may well converge: Murdoch’s best-selling 
daily, the  Sun , has been a relentless critic of the European Union and all its 
works. Disputes about the extent of media support to UKIP notwithstand-
ing, important parts of the British media have supported the anti-EU mes-
sage of UKIP, thus making it credible. 

   Figure 2.2  depicts the growth of UKIP popularity prior to the referen-
dum. Although UKIP’s popularity had already started to rise notably before 
2010, the Euro crisis and the turn to austerity in the UK was a turning point 
(linked also to the decision by the Conservatives to publish a target for 
annual net migration under Theresa May as Home Secretary of less than 
100,000). During the extended crisis that lasted for years it was not difficult 
to convince people that the EU was a costly project, spelling trouble rather 
than providing hope. An anti-EU message gained further ground. People 
voted UKIP despite an electoral system that discourages voting for small 
parties. Most UKIP-voters knew that their vote would be “wasted”. In the 
2015 general election, UKIP obtained nearly four million votes (12.6% of 
the total), replacing the Liberal Democrats as the third most popular party, 
yet getting only one seat. The 2014 European Parliament elections, despite 
very low turnout (c. 35%), may better indicate the pre-Brexit popularity of 
UKIP. In 2014 UKIP secured 27.5% of the votes. The popularity of UKIP 
and the unpopularity of the EU were strongly correlated, and more than 90% 
of UKIP supporters voted “leave” in June 2016. 

 On explaining Brexit in terms of Polanyi’s 
double movement 
 Ann Pettifor (2017) and other commentators (Colin 2016; O’Reilly 2016; 
Worth 2017) suggest that Brexit can be understood in Polanyian terms as 
an attempt of those left behind in Britain to protect themselves from the 



Brexit and the causes of European disintegration 29

predatory nature of market fundamentalism. In  The Great Transformation  
([1944] 1957), Polanyi argued that “economic man” and self-adjusting 
markets are neither natural nor universal. They are relatively recent socio-
historical constructs. The rise of (i) the calculative gain-orientation, (ii) the 
modern market economy and (iii) the modern liberal state are essentially 
connected. Prior to the great transformation in modern Europe, markets 
existed as an auxiliary for the exchange of goods that were otherwise not 
obtainable. Polanyi claimed that the idea of a self-adjusting market implies 
a stark utopia annihilating the human, social and natural substance of soci-
ety. This becomes especially visible during times of great economic change 
and crises. Society is thus bound to take measures to protect itself against 
the self-regulating market. Polanyi’s double movement consists of the con-
struction of a self-regulating market, followed by a process of social self-
protection and decommodifi cation. 

 Pettifor (2017, 130) argues that “re-regulating the British economy in 
favour of finance and enriching the 1% while shrinking labour’s share of 
income resulted in rising inequality and lit a still smouldering fuse of popu-
lar resentment”. Much of her criticism is addressed to neoclassical econo-
mists who advocated markets in all spheres of life and economy, including 
finance. Economist Brad DeLong criticizes Pettifor’s position that the Brexit 
vote was the result of a class- and social structure–based Polanyi process. 17  
He uses Germany as an example of a European country that has tacitly but 
successfully applied a form of Keynesianism. DeLong maintains that there 
is no economic anxiety in Germany and yet “Angela Merkel is in as much 
trouble from her indigenous domestic Trumpists as is any centrist political 
leader in the North Atlantic”. On this basis DeLong concludes that the rise 
of “nativism” (or nationalism) cannot be a Polanyi process. 

 DeLong’s argument is weak. Although Polanyi may have been ambigu-
ous in lumping together all forms of “social protection”, nationalism is a 
chief possibility in his scheme. Moreover, given open systems, politico-
economic tendencies necessarily play out in different ways in different con-
texts. It is true that European industrial activities have been regrouping in 
and around Germany and that the German unemployment rate is low, but 
deindustrialization and increasing polarization of household incomes are 
occurring in Germany too. Some of the income polarization in Germany is 
directly linked to neoliberal policies such as the deregulation of the labour 
market, but deindustrialization seems to be one of the drivers of this pro-
cess. Deindustrialization has weakened Germany’s middle-income groups 
(Gornig and Goebel 2017). Moreover, in Germany atypical employment 
relations have become increasingly common: short-term contracts, part-
time jobs, temporary work, job-creation schemes, mini- and midi-jobs and 
fictitious self-employment. Much of this amounts to precarization: “Who 
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is not afraid of losing their employment and pension nowadays?” (Müller-
Jentsch 2016, 44). 

 Pettifor’s interpretation is nonetheless problematic in one regard: it is not 
evident that populist–nationalist movements and parties in Europe are try-
ing to protect themselves “from the predatory nature of market fundamen-
talism”. Rather, most of these movements and parties seem to have adopted 
market fundamentalism as part of their platform. Even though there are 
left responses – Jeremy Corbyn’s and Jean-Luc Mélenchon’s rise to front-
line mainstream politics, the electoral success of Syriza and Podemos – the 
UKIP espousal of free markets is typical. This requires explanation. It is not 
enough to say the main response is misguided. 

 Briefly, I propose three possible co-explanations. The first concerns a 
major historical shift of meanings in background discourses. This has 
occurred via systems of education and media, beginning in the US in the 
1960s (George 2013) and spreading to other parts of the world (see Springer, 
Birch, and MacLeavy 2016). Over time new terms were invented and the 
neoliberal vocabulary started to dominate public discussions (Eagleton-
Pierce 2016). This has transformed common sense, on which populists draw 
(Hall and O’Shea 2013; Smaldone 2016). 

 An unprecedented way of seeing society as a market – understood 
through the categories of neoclassical economics, rational choice theory 
and business studies – has not only become prevalent but is now largely 
taken for granted in numerous everyday practices. Seeing society as mar-
kets, and government as intrusive, has become dominant for large parts 
of the population in most countries. Much of neoliberalism treats market 
rationality as a totalizing principle to be applied to every human activity 
(see e.g. Amadae 2016). We are all customers now and our voting and mar-
riages are calculative-rational utility-maximizing choices. Being political 
means trying to get re-elected rather than doing what is right. Calculative 
gain-orientation seems to be everywhere. The new great transformation 
remaking market society is spatially more extended and institutionally 
more entrenched than in the nineteenth century. A new second movement 
has barely started. 

 My second explanation of why populist–nationalist movements and par-
ties are so neoliberal stems from the crisis of social democracy. Ever since 
social-democratic parties started to “modernize” themselves, redefining the 
movement as a pro-market third way (Moschonas 2002; Ryner 2002), these 
parties have become less capable of addressing injustice and undemocratic 
rule, and experienced anxiety, shame and guilt within global neoliberalism. 

 My third and final explanation concerns available resources. Under pre-
vailing post-democratic circumstances (Crouch 2004), it is easier to gain 
access to the media and get funding for political activities if one’s platform 
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concurs with market thinking. In the 2010s, a number of influential activists 
and politicians are themselves millionaires or billionaires. 

 Politico-economic developments in the EU 
and the role of the Euro crisis 
 Brexit must be seen in a wider context of politico-economic developments 
and their consequences in Europe. Forces of disintegration have gained 
strength not only in the UK but across the EU. Trends, patterns and tenden-
cies are like the UK, although experiences diverge in the details of policies, 
politico-economic developments and ethico-political responses. The very 
point of the European integration process has been to channel the multiple 
and often confl ictual European pasts into converging presents. Although 
the Maastricht Treaty took steps towards building a political community, 
the Treaty was fi rst and foremost about furthering the freedom and rights 
of transnational capital and fi nance. The idea was to create a single market 
and currency, without any corresponding state structures. 

 The Maastricht Treaty and its later amendments have turned out to be 
counterproductive. Subsequent events may have come as a surprise to the 
designers of the Maastricht Treaty and the EMU, but this course was antici-
patable. Many political economists (Cohen 2003, 584–8) warned about 
inherent problems of the EMU; for example, “the economic impact of the 
euro [. . .] is likely to be deflationary and destabilising [. . .] and that the 
social consequences are likely to be deleterious” (Arestis, Brown, and Saw-
yer 2001, 1). A rough look at economic development in the Eurozone seems 
to confirm this, as indicated by  Table 2.2 . 

  The EMU is a neoliberal experiment in which, for the first time in history, 
a monetary union has been created without a state or political community. 
The Eurozone states went from being issuers of currency to mere users of 

 Table 2.2  The Eurozone output growth and unemployment rate 

Region 1961–
1970

1971–
1980

1981–
1990

1991–
2000

2001–
2008

2009–
2016

Average GDP growth 
rate at 2010 market 
prices (%)

EZ-12 5.3 3.4 2.4 2.2 1.8 0.3
EZ-19 1.8 0.4

Average unemployment 
rate (%)

EZ-12 2.3 4.0 8.6 9.8 8.3 10.7
EZ-19 8.5 10.7

    Sources: Statistics from European Commission (2017, 14, 28); table adapted from Palley 
(2017, 3). 
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a currency and this reduced their economic policy possibilities. The EMU 
took away the power of its member states to borrow directly from a domes-
tic central bank and to influence interest rates. The EU itself has no right to 
levy taxes or to decide on fiscal policies. The adoption of Chicago School 
macroeconomics in the constitutive codes of the European Central Bank has 
led to an exclusive focus on monetary policy, while limiting its targets and 
means. The Euro’s monetary policy institutions have diminished the space 
for national fiscal policy and also exposed government finances to market 
instability. Public spending and deficit use are limited by the Maastricht 
Treaty. This made the Eurozone an especially vulnerable part of the world 
economy in the aftermath of the global financial crisis 2008–2009. 

 Thereafter, the global economic crisis triggered automatic stability mech-
anisms in EU countries. Moreover, most increased national expenditure to 
stimulate the economy (but are restricted in how they can do this) generating 
increased public debt, whilst also providing an asset mechanism for banks 
and investors. The initial political agenda was dominated by discussions of 
the need to regulate and tax transnational finance. A second phase of the 
crisis began in spring 2010, when the credit rating agencies downgraded 
Greece’s credit rating to junk status. Greece was not alone. Ireland, Portu-
gal, Spain and others suddenly faced difficulties in renewing their loans at 
serviceable interest rates. Austerity followed. 

 This was the beginning of the long Euro crisis that in dramatic fashion 
came close to forcing Greece to exit the Euro in summer 2015. The Euro 
crisis and its unceasing representation in the British media fuelled UKIP-
style interpretations of Europe in terminal decline (the past but not Britain’s 
future). Counterfactuals about the June 2016 referendum include: without 
the Euro crisis and consequent relative loss of faith in the European integra-
tion project, a sufficient majority of Britons would have voted “Remain”. 
The apparent paradox of the referendum is that many those who voted 
“Leave” seem to accept domestic austerity and approve the same market 
fundamentalist tenets on which the EMU is founded. 

 Conclusions 
 It is possible to claim that for historical and identity-political reasons Brit-
ain was more liable to exit than most other EU member-states. The UK had 
a legal option to stay out of the single currency in part precisely because its 
public opinion has been critical of the EMU. In this chapter I have argued, 
however, that a historically contingent and possibly temporary conver-
gence of social forces explains the overall shift towards renationalization 
of politics in the 2010s. Nationalism never disappeared, although its forms 
have changed. For instance, the neoliberal race to be more “competitive” 
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than other countries is a form of nationalism. Among the wealthy and pow-
erful, especially among those dependent on the City of London, the EU and 
its proposed regulations and taxes have often been seen to pose a potential 
hazard, albeit balanced by the City’s domination of fi nancial services in 
Europe. 

 Many who voted for Brexit are poorly educated or informed and belong 
to lower or lower-middle income groups. For many, political and economic 
developments associated with neoliberal globalization have created exis-
tential uncertainty and insecurity. Attendant emotions are liable to engender 
negative othering via powerful social-psychological mechanisms and emo-
tionally and cognitively loaded interpretations. These primary effects do not 
have to be especially widespread to produce a move toward neo-nationalist 
populism, which in turn can shape wider public opinion. 

 Common sense can be incoherent. Incoherence makes common sense, 
like its more ephemeral counterpart “public opinion”, open to educational 
and other changes in society and, to a certain extent, also open to outright 
manipulation aimed at manufacturing consent (Herman and Chomsky 
1994). Beliefs can contradict practices and vice versa. The master-metaphor 
of “society is a competitive market” does not ensure coherence. Several 
of those who hold that unrestrained competition driven by self-interest is 
the only way to succeed also believe that “we should love our neighbours 
as ourselves”. Some of those who depend on welfare benefits believe that 
all other claimants are “scroungers” (Hall and O’Shea 2013, 10). Many 
sufferers of neoliberal globalization routinely assume that in free markets 
everyone gets what they deserve if “we” can keep the foreigners out. Some 
anti-elite activists and campaigners seem happy to ally themselves with 
well-established conservative party libertarianism and global free market 
and trade policies. Although the nation is metaphorically constituted as a 
family and economy as a household, the elected government is habitually 
envisaged as intrusive – at the same time it may also epitomize the strict 
father who punishes or excludes. 

 While actors can live with apparent contradictions and paradoxes for 
extended periods, once recognized, contradictions become a motor for 
change. Incoherent belief systems are no more stable than political sys-
tems lacking principled normative legitimation. For one thing, the more 
exclusionary and protectionist nationalism becomes, the less consistent it 
is with free market liberalism. Exclusions and protectionism can also pro-
voke conflicts with different others. Assuming strong resistance or “dis-
order”, conflicts can prompt attempts to regain order forcefully. Struggles 
over influencing or controlling the media typically become an important 
aspect of engaging in conflict. Thus contradictions can be temporarily 
resolved in favour of strict father and family metaphors, meaning that 
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the political system becomes increasingly authoritarian and repressive 
(cf. Tansel 2017). 

 National–populist movements or parties may, however, lose part of 
their purpose, as UKIP did after the 2016 referendum (in combination 
with the British voting system, this loss of purpose led to UKIP’s col-
lapse in the June 2017 general election). National–populist parties may 
also lose support because the more conventional parties adopt elements of 
their agenda. They can also lose popular support if their policies appear 
incoherent, volatile or indistinguishable from mainstream neoliberal poli-
cies. Finland is a typical case of the latter. By summer 2017 the support of 
the Finns Party was halved, following two years in a coalition government 
with the Centre and Conservative parties, resulting in breakdown of the 
party in June 2017. 

 Genuine learning too is possible. Although common sense is deep-seated, 
it is also contradictory. Public opinion is unstable even when it exhibits 
continuities. Reality can frustrate ideological fears and hopes. Terrorism 
may fade away and new jobs emerge in any given time and place. On the 
other hand, the effects of neoliberal policies, automation and globalization 
are likely to remain the same despite some degree of national protectionism: 
restrictions on immigrants, tax reductions, and subsidies for domestically 
based corporations. These effects can also worsen if a new global economic 
crisis begins (probable in 2018–2020). Responses through the mechanisms 
of  Figure 2.1  are likely to intensify, and fresh calls for alternatives are also 
likely to rise. In the process, the dominant background assumptions and 
common sense are liable to be questioned, and at least some new assump-
tions and ideas proposed. 

 Note also that Polanyi (1957, 93) is a reminder that industrialization and 
the emergence of a truly planetary economy began abruptly in Britain: 

 On the eve of the greatest industrial revolution in history, no signs and 
portents were forthcoming. Capitalism arrived unannounced. No one 
had forecast the development of a machine industry; it came as a com-
plete surprise. For some time England had been actually expecting a 
permanent recession of foreign trade when the dam burst, and the old 
world was swept away in one indomitable surge toward a planetary 
economy. 

 Since the second half of the twentieth century, it has been repeatedly real-
ized that an adequate response to the consequences of a planetary economy 
includes extending the spatial scale of social, ecological and democratic 
alternatives. Arguably this will be the main theme of twenty-fi rst-century 
world politics – perhaps in a surprising manner. 
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 Notes 
 1 The term refers to Joseph P. Overton (1960–2003), a former vice president of 

the Mackinac Center for Public Policy: a given public opinion makes assump-
tions about possibilities along an axis unthinkable–radical–acceptable–sensible–
popular–policy. During the past decade the concept has been used to purpose-
fully generate a shift toward the libertarian or nationalist right (see Marsh 2016). 
Cameron’s contribution shows that this kind of shift can also happen unin-
tentionally (an attempt to explicitly defeat a rising idea may actually serve to 
strengthen it). 

 2 Fiscal policies of the European Central Bank and principles of the EMU are 
grounded in neoclassical economic theories and rational choice theory. For initial 
underlying theory see Lucas (1972); Barro (1974); and Sargent and Wallace (1975). 

 3 Jeremy Corbyn’s Labour is ambiguous in terms of the national–cosmopolitan 
axis. Moreover, the categories of Table 2.1 conceal the possibility of EU-nation-
alism, which may appear as cosmopolitanism in a traditional national context 
but could become constitutive of a federal state that involves an emergent hybrid 
national identity (cf. Britishness vs. Englishness). 

 4 For UK deindustrialization see Kitson and Michie (2014) and the EEF web-
site factsheet available at www.eef.org.uk/campaigning/campaigns-and-issues/
manufacturing-facts-and-fi gures. 

 5 The UK has become more unequal than most OECD countries. The peak year 
of income inequality in the UK was 2001/2. A gradual decline in the Gini coef-
fi cient since then has occurred, and perversely via post fi nancial crisis effects; 
see Offi ce for National Statistics (2017). Note, UK  wealth  inequality has risen 
continuously (Credit Suisse Research Institute 2016) and income inequality is 
predicted to rise in the future due to poor wage growth and austerity policies 
(Jackson 2017). 

 6 In 2016, the UK GDP per capita was £22746.71, which is near the 2007 level of 
£22000. Measured in euros, UK GDP per capita was signifi cantly less in 2016 as 
compared to 2007. See the Trading Economics data at constant UK prices: www.
tradingeconomics.com/united-kingdom/gdp-per-capita-at-constant-prices-imf-
data.html; Eurostat GDP data € per inhabitant (at market prices, current prices), 
at http://ec.europa.eu/eurostat/web/national-accounts/statistics-illustrated; and 
Inman (2017). 

 7 These developments have been widely reported in the British media, e.g. the 
 Financial Times  July 2015 “Austerity’s £18bn impact on local services. FT anal-
ysis reveals local government welfare system creaking under weight of growing 
demand”, available www.ft.com/content/5fcbd0c4-2948-11e5-8db8-c033ed-
ba8a6e; and the  Independent  February 2015 “Most deprived English councils 
suffer biggest cuts in spending power. Knowsley council in Merseyside has seen 
its income per head fall by more than £400”, available at www.independent.
co.uk/news/uk/politics/most-deprived-english-councils-suffer-biggest-cuts-in-
spending-power-10045665.html. 

 8 The Genuine Progress Indicator (GPI) is an alternative to GDP (see Kubisze-
wski et al. 2013). GPI starts with Personal Consumption Expenditures (a major 
component of GDP) but adjusts them using 24 different components, including 
income distribution, environmental costs and negative activities like crime and 
pollution. In many countries, beyond a certain point, GDP growth no longer 
correlates with increased economic welfare. On a global scale since the late 
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1970s or 1980s, GPI fi gures indicate overall regressive rather than progressive 
developments, in spite of per capita GDP growth. The UK’s relatively good 
GPI performance in 1993–2007 (in sharp contrast to 1976–1992) can be partly 
explained by positive ecological effects of (i) cleaner technologies and (ii) dein-
dustrialization in the context of (iii) rising personal consumption expenditures 
(the real effects of this were partly offset by deepening commodifi cation). Note 
also, during the New Labour years 1998–2010 UK crime rates started to decline, 
following a period of rapid rise. Moreover, after the peak of 2001/2002 UK 
income inequalities stopped growing, and declined slowly after 2007. New 
Labour policies resulted in some social improvements in relation to the previous 
period. 

 9 The metaphor “democratic defi cit” is deceptive when thinking about future 
possibilities to democratize the EU. The term “defi cit” refers to a quantitative 
absence, a shortage or gap. It evokes a partially full dish or container. Pour in 
a bit more, and the defi cit is gone. For an alternative framing of the question, 
and a political economy oriented answer to “can the EU be democratized?”, see 
Patomäki (2014). 

 10 Apart from misrepresentation of particular interests as universal, also various 
false beliefs, illusions, mystifi cations and reifi cations may be necessary for 
the reproduction of social practices and institutions that involve asymmetrical 
resources and domination. False beliefs can evolve, for instance, from the plead-
ing of a pressure group. Illusions of perception, cognitive biases and one-sided 
substantial beliefs may fi rst become popular within a network or discursive fi eld 
of positioned actors, can then become part of an  ortodoxa , fi nally falling into 
the common sense and the taken-for-granted background. For a defi nition of 
“ideological” in terms of particular/universal interests, see Giddens (1979, 6, 
165–97); for a more general defi nition and discussion of ideology-critique, see 
Bhaskar (1979, 71–7); for discussion, see Patomäki (2002, ch 6); and for “how 
we know what isn’t so”, Gilovich (1991). 

 11 Human behaviour and thinking can be easily directed through the exploita-
tion and manipulation of framings and metaphors, as advertising and political 
marketing indicate (Geary 2011, 58–75, 112–36), which is why the control of 
mass media is a central political question. Moreover, the emergence of internet 
and social media has opened up new possibilities for subtle and individualized 
moulding of human thought and action. Cadwalladr (2017) claims that large-
scale data mining from Facebook fi les and other internet-based sources was 
the basis of targeted political messaging in the “Leave” campaign, securing the 
tight margin in favour of Brexit. This part of the “Leave” campaign was largely 
funded by Robert Mercer, a US billionaire and hedge fund owner who was also 
Donald Trump’s biggest donor. Mercer owns a fi rm called Cambridge Analytica 
that was central in this operation. Mercer is a friend of Farage and a close associ-
ate of Steve Bannon. 

 12 Lakoff (2002, 153–6, 187–90, 222–5, 272–4). 
 13 Patomäki (2013, 13–27). 
 14 Gietel-Bastein (2016). 
 15 Robinson (1962); the same story and pattern of blame is repeated in interna-

tional relations, see Chapter 4. 
 16 According to Lakoff and Johnson (1999, 415  et passim ), Strict Father family 

morality has long been dominant in the Western and Christian traditions. Father 
commands and children must be obedient to Father, but they can also resist, 
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which necessitates harsh discipline. Strict Father can also serve as a metaphor 
for morality and/or reason. Thus, for instance, to resist passion, the moral will 
must be strong; it is the duty of reason to provide discipline. 

 17 “Grasping reality with both hands,” available at www.bradford-delong.
com/2016/11/must-read-i-have-concluded-that-i-have-a-strong-disagreement-
with-ann-pettifor-here-the-brexit-vote-is-not-the-result-o.html#more (accessed 
2 May 2017). 
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 3 

 The European integration project is not simply reducible to political econ-
omy, despite the original EEC focus on trade relations. Functional coopera-
tion has been a means to create a pluralistic European unity to overcome 
antagonisms that culminated in the catastrophes of World War. But it is 
through political economy dynamics that this project has become inter-
twined with specifi c world-historical developments in the last four decades. 
The global political economy forms a complex, dynamic process. Actors 
participate in bringing about and steering global political economy pro-
cesses. The European integration process is a big part of the world economy; 
and the EU is an important actor within it. 

 From the beginning, the EEC (→EC→EU) aimed to contribute to global 
economic liberalization. This process has been accompanied by enlarge-
ment in 1973, 1981, 1986, 1990, 1993, 1995, 2004, 2007 and 2013. As 
anticipated by Galtung (1973, 8–32), periods of deepening integration and 
enlargement have followed each other. By the arrival of the Euro, European 
integration had achieved a single interior market whilst pursuing further 
trade liberalization beyond EU borders. The Euro crisis and Brexit have 
disrupted these developments. 

 The EU can be thought as an actor-in-process that follows its historically 
evolving inner dispositions and characters. These generate causal processes 
through which its forms and parts are determined. They also help shape the 
world economy, in part through unintended consequences of actions, whose 
feedback affects the EU. Functional cooperation in Europe during the Bret-
ton Woods era was often economistic and premised on liberal economics. 
However, the period from the breakdown of the Bretton Woods system to 
the establishment of the Maastricht Treaty was important in re-structuring 
the inner codes of the EU toward neoliberalism, 1  but also toward European 
identity and elements of European polity. 

 The European Neighbourhood Policy (ENP) was preceded by democracy 
and human rights promotion and “technical” programmes such as TACIS 

 EU, Russia and the 
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(“Technical Assistance to the Commonwealth of Independent States”). The 
ENP was conceived in 2004 to manage the continual expansion of the EU. 
The idea was to foster transition to democratic market-oriented economies. 
Arguably, the end of this kind of transition is set by standard textbook mod-
els of neoclassical economics – in particular perfect competition, which 
forms the main neoclassical prototype of the economy – and by the parallel 
normative views of Milton Friedman and Friedrich Hayek. 

 The goal of transition is also constituted, however, by concepts of 
democracy, human rights, civil society, good governance, development, 
sustainability and resilience. Although closely linked to neoliberal dis-
course (see Eagleton-Pierce 2016; Patomäki 1999a; Patomäki and Pur-
siainen 1998; Chandler and Reid 2016), these concepts are more open to 
diverse contestable interpretation than the reductive model of ideal com-
petitive markets. Diversity notwithstanding, a belief in the triumph of the 
West and liberal End of History (Fukuyama 1989) has tacitly informed 
transition. 

 Political and economic ideas and theories have real causal effects 
through economic policies and regulatory and institutional implications. 
The literature focussing on the efficiency of EU policies, taking their nor-
mative goals as given (e.g. Delcour 2017) recognizes that these policies 
assume that adoption of EU norms and rules will bring security, stability 
and prosperity to the EU’s Eastern neighbourhood. In this chapter, I argue 
that the EU’s neighbourhood policy and peace strategy is premised on two 
general hypotheses about the conditions of peace. The first hypothesis 
states  free trade and free markets foster peace  (the hypothesis of liberal or 
capitalist peace), and the second  democratic states do not fight each other  
(the hypothesis of democratic peace). Both hypotheses are deep-seated. 
They have guided political activities and sometimes also policies for two 
centuries. We have ample geo-historical experience in terms of which they 
can be assessed. 

 There are reasons to be sceptical about the general validity of these 
hypotheses, as the case of the conflict in Ukraine illustrates. The Ukrainian 
conflict has been entangled with NATO and EU expansion eastwards and 
with Russia and Ukraine’s positioning in the world economy. In Russia, the 
politico-economic disaster resulting from the shock therapy of the 1990s 
induced a new emphasis on the “strong state”, enabling the rise of Vladimir 
Putin as a “strong leader”. 

 In the early 2000s, post-Soviet Russia still remained committed to closer 
ties with the neoliberal West and its multilateral organizations. However, 
the Iraq war of 2003, and the practical exclusion of Russia from Europe as 
defined by the EU, but expressing NATO and US concerns, led to the disillu-
sionment and alienation of Russia (Sakwa 2016, 30–49). The one-sidedness 
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of EU policies toward its neighbourhood constitutes a form of narrow 
power, a concept defined by Deutsch (1963, 111): 

 Power in this narrow sense is the priority of output over intake, the 
ability to talk instead of listen. In a sense, it is the ability to afford not 
to learn. 

 I begin this chapter by fi rst examining the EU’s neighbourhood policy, 
explicating and assessing the two underlying hypotheses about the liberal 
conditions of peace. Second, I argue that prevailing ideas and policies have 
played an unintentional role in aggravating confl ict (i) between Russia and 
the West, including the EU, and (ii) within Ukraine, where these cleavages 
and confl icts have resulted in actual violence and war. These two confl icts 
are not separate. They are best seen as processes that are part of the same 
security complex. It is not even clear who the main parties in Ukraine are. 

 Third, I explain how prevailing policies have causal effects via the 
mechanisms of the capitalist market economy. The consequences of the 
global financial crisis of 2008–2009 and the Euro crisis heightened existen-
tial insecurities in and caused an acute financial crisis for Ukraine. These 
developments provided the politico-economic context for the Euromaidan 
demonstrations and civil unrest in Ukraine. My point is not to argue for 
some sort of political economy determinism. Most drastic turndowns or 
rises in unemployment or precarity do not bring about revolutions or wars, 
but they do increase the potential for conflict escalation, and this proclivity 
may actualize if other forces and processes push developments in the same 
direction. 

 Fourth, the securitization and geo-politicization of Western policies, and 
Russia’s involvement in the conflict in Eastern Ukraine and its annexation 
of Crimea, provoked Western sanctions against Russia. These sanctions can 
be seen as a logical continuation of the conditionality associated with EU’s 
accession and neighbourhood policies. I consider the already materialized 
and likely future consequences of sanctions. Last but not least, I switch 
perspective and argue in the conclusion that the absence of adequate global 
institutions can be a principal cause of what is happening. 

 EU’s neighbourhood policy and the liberal 
conditions of peace 
 As an offi cial document, the EU Commission’s 2004 European Neighbour-
hood Policy (ENP) Strategy Paper can be diffi cult to decode. Such docu-
ments are political, refl ecting compromises reached in EU institutions, and 
present EU activity in a positive light in view of likely audiences. Policy 
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documents do not defi ne their central terms; they can make ambiguous 
claims and contain elements from different, even contradictory, political 
ideologies. Key terms of the Strategy Paper include security, stability, pros-
perity and well-being, but their precise meaning can only be inferred from 
context. The documents contain long lists of values and aims, from liberal 
trade and good governance to core labour standards and the rights of minori-
ties and children. It is not obvious what the order of importance is. 

 One way to assess the importance of various aspects and parts of ENP is 
to look at proposed funding. The Strategy Paper promised to increase proj-
ect funding channelled through already existing programmes. In 2000–2003 
that assistance amounted to about €1 billion a year for 11 countries (EU 
2004, 23), roughly 1% of the EU budget, which in turn is about 1% of its 
GDP. The budget of the City of Helsinki alone is 4–5 times bigger. When 
the overall sum is divided further between different countries and numer-
ous specific activities, allocation to specific programmes is small, usually 
meaning minimal impact outside a local context. This suggests that effects 
through trade, economic policies and rule-harmonization are in general 
more important than the effects of direct assistance. 

 When examined in terms of background assumptions and theories, it 
is often possible to identify clusters of meanings in a political document. 
Thus the rule of law; a well-functioning and independent judiciary; human 
rights and fundamental freedoms, including freedom of media and expres-
sion; and rights of minorities belong to the standard Western conception 
of liberal democracy. Although there can be alternative understandings of 
the rule of law or human rights, or any of the key utterances, it is pos-
sible to infer the assumed meaning from context. Moreover, even when a 
key term such as “good governance” has different possible connotations, 
one meaning can dominate. Thus “good governance” has meant in effect 
being governed like the EU and emulating the neoliberalization of existing 
members. 2  

 A political document can involve many ambiguities. The ENP Strategy 
Paper stresses in several places that “the ENP aims to avoid new divid-
ing lines at the borders of the enlarged Union” (EU 2004, 16). Neverthe-
less, the starting point of the document is that the external borders of the 
Union are moving outwards and that Russia and Belarus are being excluded: 
“We have acquired new neighbours and have come closer to old ones” (EU 
2004, 2). Similarly, the document emphasizes that “the EU does not seek to 
impose priorities or conditions on its partners” (EU 2004, 8), and yet there 
are explicit conditions. All the values and aims are set by the EU. Con-
vergence means convergence to the prevailing EU model, i.e. convergence 
with its laws, regulatory structures and underlying ethos. The idea that the 
“neighbourhood” could change the EU or participate in its decision-making 
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processes is absent. The process is unidirectional (see Cremona and Hillion 
2006, 20–3) 

 The main purpose of the ENP is to promote stability and security. We can 
infer that this purpose includes peace as the absence of war and violence, 
even though the term peace is mentioned in the document only once: “The 
Union’s aim is to promote peace” (EU 2004, 12). The EU fosters peace 
by way of endorsing liberal democracy. Moreover, the ENP also aims to 
increase prosperity and material well-being, and affluence is associated with 
peace. The Union sets out to further prosperity and growth by means of free 
trade, free markets and private-sector led growth. Fighting against corrup-
tion, for instance, is represented as a means to increase business confidence. 

 From this we can conclude that that EU’s security and prosperity strat-
egy is premised on two principal hypotheses about the conditions of peace. 
The first hypothesis states  free trade and free markets foster peace  (the 
hypothesis of liberal or capitalist peace), and the second that  democratic 
states do not fight each other  (the hypothesis of democratic peace). These 
or related hypotheses have been debated in International Political Economy 
and International Relations since the Age of Enlightenment and Kant. Each 
hypothesis deserves a brief subsection of its own. 

 Hypothesis 1: liberal-capitalist peace 

 Following Napoleon’s wars, liberal reformers started to promote free trade 
as a pacifying force. These and later reformers make two interconnected 
claims: 

 (A) free trade benefits everyone except a few with particular special inter-
ests within states, and therefore a general harmony of interests prevail; 
and 

 (B) free trade and harmony of economic interests are key factors in deter-
mining peace and security and thus peace follows from the benefits of 
free trade. 

 Claim (A) rests on Ricardian trade theory and its neoclassical extensions, as 
well as on the generic “effi cient market” hypothesis applied to markets in 
general. David Ricardo (1821) professed the benefi ts of free trade in terms 
of comparative advantage. International division of labour can be benefi cial 
to all parties even when there is no absolute advantage, that is, capacity to 
produce a particular good at a lower absolute cost than another. Free trade 
is a worldwide universal good. 

 In the 1930s, Ricardian trade theory was reformulated in terms of mar-
ginalist methodology as a general equilibrium mathematical model of 
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international trade (Ohlin [1933] 1952). “New theory of trade” is usually 
represented as complementary to the Heckscher-Ohlin model and its deriva-
tives. It suggests that governments might have a positive role to play in 
promoting new industries and supporting the growth of key industries, or 
in regulating monopolistic practices (Krugman 1979, 1980, 1981). These 
qualifications notwithstanding, overall “new trade theory” strongly favours 
free trade (although not necessarily any new free trade agreement). The 
idea is that free trade enables markets to grow, increases aggregate product 
diversity, brings benefits from economies of scale and causes real wages to 
increase. 

 In the nineteenth century, List ([1841] 1885) founded a counter-tradition 
by arguing that the “invisible hand” was not generalizable to all nations at 
the same time, and did not accurately describe actual practices of leading 
states. List maintained that only political communities of sufficiently large 
scale can survive and prosper. He stressed that the scale of production and 
paths of development matter. Private economic interests do not suffice for 
the gradual, long-term generation of the conditions for successful indus-
trialization, or for constructing a beneficial comparative advantage in the 
international division of labour. An active protective state is needed. More-
over, economic success is closely related to the military power of a nation. 
For many, the nineteenth-century rise of the US and Germany provided 
evidence of this. 

 Marx argued that inequalities, property, state-formation and organized 
violence have always been linked: “The existing bourgeois property rela-
tions are ‘maintained’ by the State power, which the bourgeoisie has orga-
nized for the protection of its property relations” (Marx [1847] 2008, 80). 
From Marx’s critical political economy viewpoint, international security 
appears as an outward extension of the same principle. The use of force 
can create the basis for the expansion of capitalism and world markets. The 
inner code of the system is expansionary and potentially violent. Imperi-
alism and associated developments that led to the First World War could 
constitute evidence for this. Whereas for liberals, societal harmony is pos-
sible only if private property and fair market competition are ensured by the 
state, for Marxists, private property is the ultimate reason for state violence. 
One might also note Polanyi’s reading of history ([1944] 2001), according 
to which a self-adjusting market economy requires that human beings and 
the natural environment be turned into fictitious commodities – society’s 
attempts to protect itself via the state can also assume militaristic forms and 
directions. 

 From the nineteenth-century under-consumption theorists, via Kalecki 
and Keynes, to contemporary post-Keynesians and other heterodox econo-
mists, the central point is that underutilization of capacity is the norm in the 
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capitalist market economy (Khan and Patomäki 2010). In modern, complex 
and interdependent systems where the whole is more than the sum of its 
parts, this kind of underutilization results from the overall lack of effective 
demand for goods and services. The EU economy during recent decades 
seems to support this. 

 It is always possible for states to try to export their economic problems to 
other states, or even expand their sources and markets by violent or impe-
rial means, but attempts to do so tend to result in a fallacy of composition, 
often resulting in conflicts among states and other actors (Markwell 2006). 
Uncertainty about the future, inequalities and endogenous money play an 
active role in open systems in which strict predictions are not possible, but 
some characteristic effects can nonetheless be (reflexively) anticipated. 
These include boom-and-bust cycles in finance (Kindleberger 2000; Min-
sky 2008). In any case, claim (A) is contestable. 

 Regarding claim (B), empirical studies have found some evidence for 
the liberal free trade thesis, yet overall the search for invariant connec-
tions (or simple and stable correlations, often amounting to reduction to 
monocausal explanations) has been unsuccessful – even when the assess-
ment is conducted within standard neoclassical or related conceptual 
frameworks. Further distinctions and auxiliary hypotheses must be made 
to account for the lack of simple non-changing regularities. For instance, 
Gerald Schneider (2014) distinguishes between different cases of the 
freedom of commerce, internally and externally. Internally the distribu-
tion of income, and externally the nature of the traded goods, are among 
the factors that tend to shape the outcome. Moreover, in debates about the 
merits of the thesis of what is often called “capitalist peace”, many liberal 
scholars argue that ultimately what matters most for peace, on the basis 
of evidence, is democracy rather than trade (Dafoe, Oneal, and Russett 
2013; Ray 2013). 

 The crux of the matter is that, in the absence of closed systems in society, 
decisive tests between theories are hard to come by. This enables ideological 
positions to evolve easily and fortify themselves rapidly. Assessments and 
critical discussions about hypotheses become complex, interweaving philo-
sophical assumptions, conceptual-theoretical frames, normative aspirations, 
historical understandings and empirical studies of varying degrees of gener-
ality (see Patomäki 2016a). Empirical studies are more typically retrodictive 
(past-oriented and explanatory) rather than predictive. It is the task of the 
investigator to explicate interconnections and joint outcomes of a number 
of historically evolving practices, institutions and structures that are usually 
already known to exist, and that are causally efficacious in systems that are 
open to varying degrees, in which simple procedures to test hypotheses or 
their underlying theories are absent (Arestis, Brown, and Sawyer 2002). 
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Criticism by empirical means is possible, but difficult; and “empirical” also 
concerns interpretations of macro-historical evidence. For instance, some 
economic crises may have dramatic political consequences, such as those 
that followed the Great Depression and contributed to the coming of World 
War II (Moser 2016). 

 Hypothesis 2: democratic peace 

 Many liberal scholars argue, on the basis of historical evidence, that what 
matters is democracy rather than trade (Patomäki 2016b). Democratic 
peace theory experienced a renaissance after the end of the Cold War 
and collapse of the Soviet Union. Doyle (1983a, 1983b, 1986) became 
famous for restating the argument that liberal democratic states are dif-
ferent. “They are indeed peaceful” (1986, 1151), even if only in relations 
amongst themselves. Liberal states have been involved in numerous wars 
with non-liberal states; and liberalism may constitute a form of patriotism 
and crusading spirit against different others, generating violent confl icts. 
But if world history is moving in a liberal democratic direction, and if 
wars among liberal states are highly unlikely, there is hope for perpetual 
peace. 

 Doyle’s definition of a liberal democratic state was broad, including social 
democracy and democratic socialism. However, often the understanding of 
democracy is narrower, if not ethnocentric, along the lines of “the United 
States is the premier democratic country of the modern world” (Huntington 
1991, 29–30). The democratic peace hypothesis and various supporting the-
oretical understandings have been debated over the last 25 years. The major-
ity of IR and peace researchers agree that an empirical connection roughly 
holds within a specified time–space frame (two limited waves of democra-
tization since the late eighteenth century and a globally more widespread 
third wave since the 1980s) despite that no sufficient or necessary condition 
for the absence of war has pertained. The most important exception to the 
empirical rule are the many cases of US quasi-imperialist interventions – or 
covert measures – against democratic and popular regimes in the global 
south (Rosato 2003, 590–1; Doyle 2005, 465). 

 Barkawi and Laffey (1999) argue that states participating in the “peace 
zone” have evolved as part of globalizing social processes that are constitutive 
of their inner structures, while also connecting their development and powers 
to the dynamics of the world economy and its governance. In this globalizing 
process, state capabilities, including their coercive powers, may come to be 
reorganized internationally, transnationally or supranationally. What is more, 
the transformed states may be – or may come to be seen as – less democratic 
than before, and thus become more easily redefined as enemies. 
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The idea of a liberal democratic zone of peace has been replicated in 
the ENP: 

 EU’s task is to make a particular contribution to stability and good 
governance in our immediate neighbourhood [and] to promote a ring 
of well governed countries to the East of the European Union and on 
the borders of the Mediterranean with whom we can enjoy close and 
cooperative relations. 

 (EU Commission 2004, 6) 

 Developments in countries such as Ukraine, Russia, Egypt and Libya (or 
Iraq and Syria) have not followed the envisaged path. The relevant global-
izing processes, democracy and the political economy conditions for war 
and peace are interwoven in complex ways. While there may be no simple 
underlying political economy cause determining the democracy–peace 
nexus, we know that economic practices and the positioning of states in 
the changing division of labour in the world economy condition possibili-
ties for democracy, thus affecting peace (see Mousseau 2003; Mousseau, 
Hegre, and Oneal 2003; Lees 2013). These arguments leave ample room for 
other causes of democracy and democratic values. They can also be made 
compatible with the long-term trend of the declining importance of war 
and violence in human society (Pinker 2011). What they imply, however, 
is that democracy in a globalized world cannot be thought of in isolationist 
or stationary terms. The world is an open dynamic process within which its 
active and responsive parts, such as states, are enfolded. An implication is 
that political economy and our beliefs about it matter and the latter is not 
reducible to the former. 

 The political economy dynamics of Russia vs the West 
 To understand the confl ict in Ukraine, we need to go back in time to the early 
1990s. In Russia as well as in Ukraine, the initial private wealth distribu-
tion that resulted from “shock therapy” and the privatization of state assets 
caused turmoil and counter-reactions. When the authoritarian and repressive 
Soviet system collapsed, the transformation was infl uenced by the neolib-
eralizing West and authorized by Boris Yeltsin and associated economic 
liberals (Leonid Kravchuk played this role in Ukraine). Trade was opened 
and state price and currency controls were replaced by private property and 
self-regulating markets. Capital was concentrated in the hands of those few 
who could command resources to buy ownership-shares, typically either 
nomenklatura members and insiders, or former black market racketeers. 
Privatization and “shock therapy” resulted in rapid deindustrialization and 
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a 40% decline in GDP; a vast jump in inequality and spread of mass poverty; 
and hyperinfl ation. For years property rights remained vague and contested. 
Those who came to be called “oligarchs” repeatedly found themselves in 
a state of war against other oligarchs, literally arming themselves against 
their rivals. 3  

 It is plausible to claim that in established capitalist market societies 
inequalities of income and wealth among individuals and social classes tend 
to accumulate, although this is no iron law, but a mere open-systemic ten-
dency. Thomas Piketty (2014) claims that there is a tendency for r > g, where 
r is the average annual rate of return on capital and g is annual economic 
growth (for a discussion on Piketty’s claim, see  Chapter 5 ). In a typical 
historical process, past wealth seems to become increasingly important and 
inherited wealth grows faster than output and income. If this is combined 
with the inequality of returns on capital as a function of initial wealth, the 
result is an increasing concentration of capital. Mathematically and overly 
simplistically, this is simply a product of compounding; realistically, it is 
a complex conditional process of power likely to lead to the accumula-
tion of political privileges and hence de-democratization. The trend towards 
increasing inequality is difficult to reverse. 

 In most OECD countries inequalities have been rising since 1980 (most 
notably in 1980–2000), although not always in a linear manner. In Russia 
after the abrupt and dramatic rise of inequalities in wealth and incomes in 
the early 1990s, income inequalities declined somewhat in the late 1990s, 
partly because of the 1998 financial crisis. Following Putin’s rise the socio-
economic situation initially stabilized. This stabilization was widely sup-
ported by experts and citizens alike, and accompanied by a restoration of 
some state controls in the economy; simultaneously Putin’s regime made 
entrepreneurial activity easier. Devaluation and the rise of the price of oil 
and other commodities in world markets then enabled growth, and this had 
knock on effects for ordinary citizens. In the 2010s, the income distribu-
tion of Russia is similar to the US. In Ukraine, the Gini index has been, 
and remains, much lower, but the concentration of wealth has become even 
more skewed than in Russia. 4  

 The changes from 1995 to the early 2000s involved an ideological rethink 
in Russia. Yeltsin concluded as early as 1997 that “in order to make the 
transition to stable economic growth, economic freedom alone is insuffi-
cient. We need a new economic order. And for this, strong and intelligent 
power is needed and a strong state.” The modernizers ( zapadniks ) of the 
1990s started to advocate state authoritarianism. 5  During Yeltsin’s era in the 
1990s, however, relations among oligarchs and various factions within Rus-
sia continued to be intensely antagonistic. The party that assumed control 
after Yeltsin was named “United Russia” (at first simply “Unity”, its main 
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competitor then being “Fatherland – All Russia”). For nearly two decades, 
Putin has been its figurehead, although other politicians such as Sergey 
Shoygu, Boris Gryzlov and Dmitry Medvedev have also chaired the party. 
The consolidation of Putin’s power in the early years involved a “grand bar-
gain” with then powerful oligarchs combined with state sanction for those 
whose wealth and influence challenged the Kremlin. 

 Shifts in relations of power shape the selection of dominant beliefs, narra-
tives and discourses. Nationalism warrants unity and a strong state. The sub-
sequent move towards nationalism in Russia has been articulated within the 
existing liberal constitution of 1993 and, internationally, in terms of great 
power pluralism and power-balancing. Many liberals were disappointed 
with Western policies toward Russia and especially with NATO enlarge-
ment. 6  More and more often universalizing Western liberalism came to be 
perceived as one-sided and skewed toward particular interests and values. 
The various disillusionments of the first half of the 2000s turned Russia 
into what Sakwa (2016, 30–4) calls a “neo-revisionist” state, criticizing the 
one-sided application of rules of the international system rather than trying 
to drastically change those rules. 

 United Russia reconsidered Western models of democracy and free mar-
kets based on the specific circumstances, problems and aspirations of Rus-
sia. These reconsiderations included a Listian concern with Russia’s place 
in the international division of labour: a strong state is required to benefit 
from Russia’s natural resources; to further develop space and military tech-
nologies; and to diversify the industrial base. 7  United Russia has maintained 
that Western liberal universalism is wrong. The world is characterized by a 
plurality of different values. Russia’s role in the world is to preserve value 
pluralism and protect the interests of the Slavic-Orthodox world – by force, 
if there is no better alternative (see e.g. Kuchins and Zevelev 2012). 

 After Yeltsin, Russian leadership has been progressively determined to 
undercut NATO and limit EU expansion. 8  This is connected to an interpreta-
tion of political changes not only in the former Soviet Union but also in the 
Balkans during the early 2000s. The Kosovan war in 1998–1999 – occurring 
in the aftermath of the Asian financial crisis of 1997–1998 that hit Russia 
hard – constituted a turning point in Russian politics. Since the early 2000s, 
Russian state leaders have been predisposed to interpret the so-called colour 
revolutions in Serbia, Georgia, Ukraine and elsewhere as a deliberate strate-
gic European eastward expansion. In the words of Foreign Minister Sergei 
Lavrov: “The US and Europe use the ‘Color Revolution’ to serve their own 
interests, impose their own values, and end in creating new global tensions” 
(Cordesman 2014). 

 Some involvement is evident, but the precise extent to which uprisings 
in the early 2000s in Serbia, Georgia, Ukraine and elsewhere were in fact 
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supported, encouraged, funded or even systematically planned by the US 
and the EU or its member states remains disputed. What we know for 
sure is that the securitization of these uprisings on the Russian side have 
triggered exceptional countermeasures, 9  which in turn have led to unin-
tended counterproductive effects, not least in Georgia and Ukraine (Del-
cour and Wolczuk 2015). The universalizing inner grammar of Western 
 neoliberalism – manifest in various free market arrangements, neighbour-
hood policies and programmes of democracy and human rights  promotion – 
has become contested and geo-politicized. In its neo-revisionism Russia 
nonetheless continues to combine elements of state capitalism and neolib-
eralism in its economic policies and institutional arrangements. 

 It is evident that many corporate and state actors benefit (or would ben-
efit) from easy or privileged access to raw materials, cheap labour, industrial 
capacity or markets in Central Eastern Europe, the former Soviet Union 
and the Balkans. Constructivists are right in stressing that interests are 
not separate from beliefs but constituted by them (Wendt 1999, 119–38). 
Interest-constituting beliefs are often disputed. For instance, EU’s democ-
racy-promotion is built on the neoliberal model of market society. It allows 
for some pluralism and exploration of extra-liberal ideas, and this is what 
civil society actors often do. And yet, there are reasons why “all such ideas 
are swiftly returned to the magnetic field of (embedded neo)liberal core 
assumptions” (Kurki 2012, 172). Particular beliefs may come to be selected 
and pushed because they accord with powerful already-constituted interests. 
Political economy explanations should not be reductionistic. They must 
take the concept-dependency of social beings seriously. Explicit interests 
are mere moments in on-going social processes; and yet interests do have 
causal-explanatory power. 

 The political economy dynamics of the 
Ukrainian conflict and war 
 The Ukrainian confl ict has been entangled with NATO and EU expansion 
eastwards and with Russia’s and Ukraine’s positioning in the world econ-
omy. The economy of the Eastern part of Ukraine is entangled with Russia, 
whereas the Western part is geared towards the EU. Large-scale violence 
in Ukraine began 2014, preceded by student beatings late 2013. More gen-
erally, violence was preceded by the “colour revolution” 2004–2005 and 
the global fi nancial crisis 2008–2009. Financialization deepened and has 
progressively synchronized boom-and-bust cycles.  Figure 3.1  shows Ukrai-
nian GDP collapsed by almost 15% in 2009, ending a decade of economic 
growth and poverty-reduction. 
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 The financial crisis was a decisive turning point in Ukraine’s economic 
development. Rapidly falling prices for Ukraine’s major export, steel, led 
to a substantial deterioration in Ukraine’s current account. By late autumn 
2008 Ukraine’s banking sector verged on collapse. The IMF’s fast-track 
Emergency Financing Mechanism approved a 16.4 USD billion loan in 
November 2008. The conditions for this loan included a target balanced 
budget in 2009, to be achieved by expenditure restraint and a phased 
increase in energy tariffs. 

  This had a strong regressive impact on income distribution. The loan was 
frozen after a year because of IMF dissatisfaction. Further loan packages 
were approved, August 2010 (15.1 USD billion, but again payments were 
stopped after a year), and, following the acute crisis of late 2013, April 
2014 (17.1 USD billion). By 2013–2014 the IMF and the EU were demand-
ing strict austerity and extensive neoliberal reforms: abolition of subsidies, 
deregulation and privatization, but also measures against widespread cor-
ruption. The Association Agreement and related aid and loan packages were 
tied to IMF conditions. 

 A recent study (Bogdan and Landesmann 2017) estimates that the radical 
fiscal adjustment of 2014–2015 has diminished Ukrainian GDP by roughly 

  Figure 3.1  Ukraine’s GDP per capita and growth rate 
 Source: Data from World Bank 2017,  World Development Indicators , at http://databank.world-
bank.org/data/ 
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10%. The earlier IMF loan arrangements likely had similar, albeit smaller 
effects on GDP. Following a short-lived, partial recovery in 2010–2011, the 
economic downturn continued parallel with, and was partly caused by, the 
Euro crisis. Ukraine faced a situation of mounting debt and rapid loss of 
currency reserves (see  Figure 3.2 ). 

  Current account in Ukraine reached a record low of -6 USD billion in 
the third quarter of 2013. At the same time, foreign currency reserves were 
rapidly approaching a twenty-year record low of 5 USD billion. A debt crisis 
in a sovereign state such as Ukraine easily becomes self-perpetuating: more 
loans are given just to service and pay back the previous ones. At the same 
time, the conditions of those loans mean GDP decline, falling state rev-
enues and increasing expenditures. Everyday life is affected by high levels 
of unemployment and uncertainty. This kind of downward spiral can last for 
years (see Patomäki 2013, 133–63). 

 As  Figure 3.1  indicates, 2000–2008 the Ukrainian economy grew 4–10% 
per year, with industrial production growing over 10% annually. The Davies 
hypothesis states revolutions are most likely to occur when periods of 
improvements concerning economic and social development are supplanted 
by a period of sharp reversal. With the sudden and sharp reversal, a gap 
between growing needs and actual reality emerges. People exhibit “a mental 
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  Figure 3.2  Ukraine’s current account balance and foreign reserves 
 Sources: Data for Current Account Balance from World Bank http://data.worldbank.org/indi-
cator/BN.CAB.XOKA.GD.ZS?locations=UA; Data for Foreign Exchange Reserves from IMF 
http://data.imf.org/regular.aspx?key=60998114. 



EU, Russia and the conflict in Ukraine 55

state of anxiety and frustration when manifest reality breaks away from 
anticipated reality” (Davies 1962, 6), forming the basis of revolutionary 
unrest. Developments in Ukraine seem to fit this pattern. Demonstrations 
started after the Ukrainian government suspended preparations for signing 
of the EU Association Agreement on 21 November 2013. Following a few 
years of decline and uncertainty, the acute phase of the fiscal crisis coin-
cided with the Euromaidan demonstrations. 

 Davies seems to have assumed that people are mostly concerned with 
maximal needs-satisfaction, 10  but unemployment and economic uncer-
tainties also generate negative social and emotional effects – anxiety etc. 
Unemployment is an issue of existential security and thus creates room for 
resentment, emotional distancing and securitization of political issues. 11  In 
the Ukrainian context, economic hardship is also easy to associate with cor-
ruption and concentration of wealth, and thus with a strong anti-elite senti-
ment. This sentiment aligns with the typical populist split of “people vs. 
elites”, but in Ukraine the elite is divided – usually in accordance with wider 
societal cleavages. 

 In functionally differentiated capitalist market societies, economic prob-
lems can become threatening to identity. Not only one’s earnings but also 
social worth, rights and duties are tied to a position as an employee, entre-
preneur or capitalist. Economic troubles can endanger social integration 
also because many integrative functions are secured by market-based or 
tax-revenue dependent public organizations (Habermas 1988, 20–31). Prob-
lems of social integration and especially a threatened identity translates eas-
ily into existential insecurity, providing fertile ground for processes such as 
securitization of social issues or Manichaean narratives. 12  Actors can bring 
about securitization by presenting something as an existential threat and by 
dramatizing an issue as having absolute or very strong priority. Securitiza-
tion is always about identity politics; it reinforces a “we”. 

 These considerations give credence to a two-phase causal mechanism 
hypothesis, selectively efficacious in contemporary open geo-historical 
contexts. Human actors are reflexive, so circumstances can be variously 
experienced and interpreted. The two phases of the mechanism described in 
 Figure 3.3  are connected causally, but at the level of meanings, they can be 
largely disconnected. 13  The category “economic trouble and crisis” involves 
both subjective experience (trouble) and objective effects (downturn and 
crisis). Unemployment, fear of unemployment, employment precarity and 
increasing inequalities perceived as “falling behind” can spell trouble from 
the viewpoint of those experiencing the hardship. 

  Social class positioning matters morally (Sayer 2009). It also predisposes 
actors to forms of learning and breeds characteristic forms of trust or distrust 
towards established institutions. Pathologies of socialization and existential 



56 EU, Russia and the conflict in Ukraine

insecurity can expose “ego” to securitization and to stories that are com-
posed either from older national layers of meaning or from transnationally 
circulating new stories (such as the threat of political Islam), apparently 
“explaining” the experiences of vulnerability and insecurity. Commercial 
and social media play a key role in the dispersion of these kinds of ideas, 
especially to the extent that they can sustain positive feedback loops (atten-
tion drawing attention) and thus generate self-reinforcing processes. Vio-
lence dramatically exposed in the media can further inflame the process of 
othering. To share related sentiments of “us” vs. “them” can also be cher-
ished as democratic; as being on the side of the “people”. A further problem 
is that within context, there may be many “peoples”, conceived in terms of 
ethnic belonging or nations. 

 The Euromaidan protests started November 2013, when Ukrainian presi-
dent Yanukovych began to reconsider a negotiated EU association agree-
ment, opting for closer Russian ties. The EU had offered a relatively small 
loan, with conditions like those imposed by the Troika on Euro crisis coun-
tries. 14  Criticism of those conditions fed into East–West and other divides 
in Ukrainian political economy and society. In February 2014, Ukraine 
appeared increasingly on the brink of civil war. 15  Violent clashes between 
protesters and special police forces led to deaths and injuries. Yanukovych 
fled to Russia, or was ousted, a matter of interpretation, given he was 
removed from office by parliament, and this probably violated the then 
constitution. An Association Agreement was then signed with the EU, with 
extensive political, economic and legal content. The Agreement included a 
Deep and Comprehensive Free Trade Area (DCFTA). 

 In March 2014, in response to the removal of Yanukovych, the Supreme 
Council of Crimea organized a referendum. Thirteen members of the United 

  Figure 3.3   A two-phase causal mechanism leading to securitization and other-blaming 

PHASE 1: economic trouble / economic downturn or crisis      
threatened identities, pathologies of socialization

existential insecurity & proclivity for resentment and
emotional distancing

PHASE 2: securitization       othering & enemy-
construction      demand for exclusions and

other exceptional measures
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Nations Security Council voted in favour of a resolution declaring the ref-
erendum invalid, but Russia vetoed it and China abstained. A majority in 
Crimea seem to have favoured joining Russia, although figures are con-
tested. Probably a clear majority of those who voted supported a Russian 
Crimea, but if the turnout was as low as 30–50%, only a minority explicitly 
agreed. 16  Russia hastily made Crimea a part of the Russian federation, irre-
spective of international law, arguing that the unilateral Kosovo declaration 
of independence in 2008 set a precedent. 

 Concurrently, pro-Russian movements, involving Russian citizens, were 
protesting against Kiev in the Eastern and Southern parts of Ukraine. The 
precise roles of popular movements, provoked by Kiev’s anti-Russian lan-
guage policies and neoliberal economic policies, and Russia itself, remain 
disputed. In the East, the situation soon escalated into an armed conflict 
between separatist militia supported by Russia, at times led by Russians, 
and the new Ukrainian government. The war in Donbass started in April 
2014, continuing as a low intensity conflict in 2017. 

 EU’s role in destabilizing Russia–West relations 
and Ukraine 
 The EU, and the West more generally, has taken for granted the universal 
validity of liberal ideas about free markets and democracy in their policies 
vis-à-vis Russia, the CIS countries and Eastern Europe. The EU has been 
externalizing its inner dispositions, which has constituted the essence of 
its expansion and neighbourhood policy. Seen as a peace project, it con-
sists of two related parts: liberal-capitalist peace and liberal-democratic 
peace. 

 Hence, the EU has been trying to impose specific interests and normative 
purpose as universal and global (cf. Ashley 1989). The conflict between 
Russia and the West is a result of an interplay between constitutive and 
causal effects of this purpose, which can also be understood as defining a 
world order model (cf. Biersteker 2014). At the end of the Cold War and at 
the time of the collapse of the Soviet Union, this normative purpose was 
briefly widely accepted in Russia. The politico-economic effects and failure 
of “shock therapy” led to reassessments and revisions, as did the tendency 
of the US and EU members to use military force to impose their preferred 
world order model, often in apparent contravention of international law. 
Subsequently the Putin regime has resorted to a pluralism articulated in 
terms of theories and practices of power-balancing, emphasizing the impor-
tance of regions and their special characteristics. With the on-going expan-
sion of the EU and NATO towards Russia, Russia has become concerned 
to draw a line. 
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 Moreover, the Russian government has tended to see “colour revolutions” 
as a key means of US-led Western expansion involving the EU, and has thus 
securitized the internal developments of countries such as Ukraine. The univer-
salizing neoliberal orientation of the EU’s external relations and expansion has 
come to be contested and geo-politicized. The EU in turn, and the West more 
generally, finds Russia’s line unacceptable, because it seems to imply a return 
to nineteenth/early twentieth-century–style power politics. Sakwa responds to 
this allegation on behalf of Russia by making a distinction between the US-led 
project of liberal globalization and the security order centred on the US: 

 The genius of this US global dualism is that it can pursue traditional 
geopolitical goals of great-power maximisation (the nineteenth century 
model) while claiming to be serving the dispassionate interests of the 
liberal-internationalist order (the claimed post-Westphalian, twenty-
first century globalised system). 

 (Sakwa 2016, 216) 

 This dualism applies also to the EU. The EU neighbourhood policy involves 
securitization and explicit discussion of expanded borders. Already in 2004, 
this policy was conceptually tied to the Common Foreign and Security Pol-
icy. While many security threats are represented as common with Russia 
and other countries, such as “terrorism and its root causes, proliferation 
of weapons of mass destruction and illegal arms exports” (EU Commis-
sion 2004, 13), there is a border between inside/outside. Risks and threats 
are represented as coming from the outside. A more recent strategy paper 
acknowledges that “the idea that Europe is an exclusively ‘civilian power’ 
does not do justice to an evolving reality” (EU 2016, 2). Actors representing 
the EU may continue to associate the EU with a post-Westphalian, non-
territorial, twenty-fi rst-century globalized system, but the effects of their 
own acts of border-drawing and securitization are not under their control; 
meanings and dispositions have real causal (unintended) effects. 

 Effects tend to reinforce each other; they involve positive feedback loops 
and cumulative causation. The global financial crisis of 2008–2009 resulted 
from a self-reinforcing process; it and the Euro crisis and their local conse-
quences inflamed conflicts within Ukraine in a context where outside forces 
were actively involved. This made the international clash of geo-political 
visions about the role and place of Ukraine acute. 

 Effects of sanctions on Russia 
 Following the annexation of Crimea in March 2014 and the beginning of 
the war in Eastern Ukraine, the West has imposed rounds of sanctions upon 
Russia, to which Russia has tried to respond in kind. Research on the real 
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effects of economic sanctions has been published in the International Rela-
tions fi eld. One general conclusion is that if the goal is to bring about a 
desired policy change, the effects of sanctions are complex, unpredictable 
and often counterproductive (Jones 2015). Even optimists who believe that 
“our understanding of economic sanctions has progressed signifi cantly over 
the past three decades” (Morgan 2015, 744) admit the manifold conditions 
and contributing factors that successful sanctions have. It may thus be con-
tended, typically, that costly, multilateral and effective embargoes against 
small developing countries work better than other sanctions, but there are 
many well-known counter-examples from Cuba to Myanmar. 

 Sanctions can impoverish countries (Gordon 2016), increase inequality 
(Afesorgbor and Mahadevan 2016) and kill people in need of adequate care 
and medication (Shahabi et al. 2015). Sanctions can constitute a form of 
violence (cf. Galtung 1969). They may contribute to (possibly democratic) 
regime and leadership change (von Soest and Wahman 2015), but most 
research concludes they are either ineffective or have negative impact on 
the level of democracy in targeted authoritarian countries (e.g. Peksen and 
Drury 2010). This should come as no surprise if it is acknowledged that 
sanctions often result in rallying around the flag (cf. Mueller 1970), whilst 
also triggering repression. We also know that economic troubles can further 
securitization and enemy-construction and contribute to conflict escalation. 
Moreover, the more comprehensive the sanctions, the greater the incentive 
to violate them. 

 These and other criticisms have led to the more restrictive idea of “tar-
geted sanctions”, which is also the principal approach against Russia. The 
idea is to directly impact elite interests and specific individuals: financial 
sanctions, travel bans, restrictions on luxury goods imports, arms embar-
goes, specific targeting of individuals, corporations or holding companies 
associated with government leaders etc. In an interdependent world, even 
targeted sanctions can still have extensive humanitarian consequences 
(Drezner 2015). 

 Where sanctions seem to work, effects remain relatively difficult to dis-
entangle from other developments. Recently, Iran concluded an agreement 
on its nuclear facilities with the West. It appears that sanctions did play a 
role; but other causes apply, such as developments in Iranian domestic poli-
tics and economy and  altercasting  (shaping the Other’s perception of one’s 
own identity and interests), so sanctions may be a contributing but not suf-
ficient cause of some achieved goal. Compromise and responsiveness from 
both parties were then required (Hafner 2015). 

 What, then, is the likely impact of Western sanctions on Russia? So far 
sanctions have exacerbated the effects of low oil prices and other economic 
difficulties. Growth declined to 0.7% in 2014 and -3.7% in 2015, but revers-
ing thereafter. 17  In contrast to authoritarian stereotypes, Putin and other 
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Russian leaders have won multiparty elections and remain popular. Bloom-
berg reported May 2016 that Putin’s approval rating was “down” to 80%. 18  
However, noting a rally-around-the-flag effect, Putin’s approval rating was 
86.1% in the last week of February 2017. 19  

 In response to sanctions, Russia has sought to strengthen relations in 
Asia. “In experiencing Western hostility but Eastern friendliness, Russia 
mitigates the damage caused by the sanctions” (Wang 2015, 1). The EU 
has been Russia’s biggest trading partner, since the imposition of the sanc-
tions trade with China has risen but fallen with the EU. The EU accounted 
for 52.3% of all foreign Russian trade in 2008, falling to 44.8% in 2015 
(impacting some EU members more than others: Finnish goods exports to 
Russia nearly halved 2012–2016, but trade between the two countries then 
started to rapidly recover). 

 Most Russians oppose sanctions as hostile, and Russia has been gradually 
disintegrating from European interactions and processes, becoming more 
dependent on Chinese and Asian developments. Since no-one seems to be 
expecting a return of the Crimean to Ukraine, Western sanctions seem first 
and foremost a factor in a mutual process of conflict escalation. It is no 
longer exceptional to anticipate war with Russia (e.g. Shirreff 2016), major 
asymmetries notwithstanding. The combined population of the US and pre-
Brexit EU population is six times that of Russia, and spends roughly ten 
times more on the military. 

 Given the evidence, are sanctions against Russia justified, in spite of 
obvious risks and costs? The strongest reasonable argument for sanctions 
is in fact quite weak: something had to be done because Russia violated 
international law. This argument implies that it is wrong for any country 
to destabilize another and intervene militarily (without UN authorization), 
a position that is only credible if it applies with equal force to the US, to 
the EU and its members. We also know that sanctions don’t usually work 
in any simplistic isolated sense. Justification, moreover, must also consider 
what it would be appropriate to do rather than just whether what was done 
was appropriate. 

 Conclusions: the role of the absence of adequate 
global institutions 
 The EU continues to promote particular contestable ideas as universally 
valid, even though these have attenuated growth and spawned disintegra-
tive tendencies within the EU. Russia, opposed to universal liberal claims 
and related double standards and forms of self-righteousness, advocates 
pluralism via classical–realist multipolarity and power-balancing. Compet-
ing world order models involve interpretative principles and purposes that 
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can be incompatible. Moreover, a world order generates real-world socio-
economic effects. The neoliberal governance of the world economy is shap-
ing processes of growth, generating imbalances and uneven developments, 
and amplifying oscillations in economic activity. The problem is twofold: 
(i) how do we avoid false universalisms and pluralize context-specifi c 
attempts at universalization? and (ii) how should we govern the world 
economy in order to alleviate, counter or avoid various confl ict-generating 
economic developments? 

 The golden rule of diplomacy is that one should always grasp how things 
look from the point of view of others (Morgenthau 1948, 440). What is lost 
when double standards are practiced or used as a pretext, and when enemies 
are socially constructed, is the ethico-political ability to see things from 
others’ perspective. 

 One lesson seems clear: the EU should cultivate its capacity to recognize 
and accept ethical, political and economic differences, including those con-
cerning the conditions of socio-economic development and progress. Given 
the constitutive relationship between EU’s internal economic policies and 
its economic neighbourhood policies, however, this would require major 
transformations of the EU itself. As I argue later, there is a strong case for 
replacing the prevalent free market utopia with socially responsible global-
Keynesian institutions and policies, and to increase rather than decrease the 
autonomy of various parts of the whole. 

 The idea of a pluralistic security community is closely related (cf. Deutsch 
et al. 1957; Lijphart 1981; Adler and Barnett 1998; Patomäki 2002, ch 8). 
A security community is defined by the mutually shared understanding 
that there is an institutionalized capacity to resolve social conflicts through 
means of peaceful changes. One indication is that actors do not prepare for 
the use of violence against others, but this is as much an effect as a cause. 
What matters is that actors accept pluralism and expect peaceful changes to 
be possible. This means that things do not have to stand as they are now; the 
status quo is not a norm to be accepted without question. 

 There is no point in just condemning one or the other side of violent 
conflicts. The EU–Russia conflict is a tragedy, where neither side wants the 
outcome, “but at the same time both have been unable to alter the policies 
that have contributed to the problem in the first place” (Forsberg and Hauk-
kala 2016, 1, also 226). What is required is a perspective that transcends 
this clash of principles. The problem lies in the implicit fundamentalisms of 
many political ideologies, neoliberalism included – it does not seem to be 
easy to accept and live up to the ethos of critical responsiveness (Connolly 
1995). As I will argue later, global democracy can provide a desirable way 
to tackle the concerns of Russian nationalists, Eurasianists and other plural-
ists in our interconnected world. Democracy is a process whereby conflicts 
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are resolved by peaceful means, and whereby different understandings and 
purposes are accepted and even cultivated.

Democracy, peaceful changes and security communities are closely con-
nected, although their relationship is complex and can at times be ambiguous. 
These considerations point toward cosmopolitan democracy understood as a 
process rather than a model (see Patomäki 2003; Held and Patomäki 2006). 
Overcoming both double standards and false universalisms would require 
new global institutional frameworks of dialogue and cooperation, based on 
the principles of pluralism and comprehensive accountability. The latter 
should preclude double standards and be grounded on a global rule of law.

Hence, peace requires global democratization and pluralization, espe-
cially in the governance of the world economy. The neoliberal era is draw-
ing to a close. The problem is that given the disintegrative tendencies in the 
global political economy, the transformation to a new era may come only 
after a global military disaster.

Notes
1 This is complex: for instance, the European Monetary System developed in 

response to the increasing instability of the re-emerging global financial system. 
The idea was to increase stability in Europe. However, the principles of the 
EMU were rooted in the new classical macroeconomics and the rational expec-
tations theory of Barro, Lucas, Sargent and Wallace, and others, and so the EMU 
came to be predicated on free market theory with implications for the role of 
money and fiscal policy, which created actual grounds for instability.

2 The term “good governance” emerged in the late 1980s in the development 
discourse of the IMF and World Bank. The original idea was to promote 
smaller, better government. The term “governance”, substituted for “govern-
ment”, is closely associated with New Public Management theories of public 
administration, though its meaning is variable. The dominant meaning aligns 
with privatization and market-led growth and presupposes a simple Rostowian 
modernization process. But the term can also assume meanings from political 
liberalism (“promoting liberal democracy”) and various more critical or repub-
lican traditions (“promoting participatory development” and “fighting corrup-
tion”), though typically rendered compatible with neoliberalism. For analysis 
see Patomäki (1999a).

3 Sachs (2012) provides ex post justification for his role: “I am very proud for 
what I was able to do, and of my integrity and perseverance in the face of ardu-
ous obstacles. Bolivia and Poland achieved historic gains, and I certainly helped 
in that. Russia, alas, did much more poorly than I had hoped. This note tries to 
account for that shortfall in the outcomes of Russia’s early reforms.” Sachs con-
tinues: “Dismantling the Soviet-era system seemed to be a mission of great moral 
rightness. I certainly hoped, and rather expected, that Russia would feel a wave of 
elation at the new freedom. In this I was somewhat mistaken. The period of ela-
tion was remarkably short, and the period of political civility was even shorter.”

4 Growth and Gini index figures from World Bank data, available at http://data.
worldbank.org/.
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 5 As we reported fi rst hand, based on a large number of interviews in Moscow, 
Little Novgorod and St. Petersburg, in Patomäki and Pursiainen (1998). 

 6 In the 1990s, EU expansion was taken less seriously in Russia. The EU was 
mostly viewed as a technical conduit for trade. Knowledge about the EU was 
limited. However, the potential for confl ict between the EU and Russia already 
existed, since the EU represented standard universalizing, Western liberalism in 
the areas of human rights and democracy; and neoliberalism in economic policy 
etc. (Patomäki 1996) 

 7 Panarin was the most articulate Eurasianist theorist in the 1990s, stressing the 
importance of the military/space-industrial complex. Panarin highlighted polit-
ico-economic practices in the West intended to exclude Russia. Panarin also 
argued that the West accepts and respects multiculturalism but only at the level 
of “culturological knowledge”, whilst also acting as an authoritarian structure 
reacting aggressively when non-Western nations insist upon their own national 
values. Accordingly, civilizational pluralism and a creative dialogue of world 
cultures is possible only in a multipolar world, where the West does not have 
hegemony. “The mission of Russia is to further multipolarity by creating a coun-
terbalance to the monocentrism rooted in the power of the United States.” These 
ideas are accompanied by systematic criticism of Western culture, not only in 
terms of its materialism and lack of spirituality, but also in terms of its internal 
dynamic towards a new kind of “irresponsible, hedonistic individualism” and 
postmodernism that involves a “neofreudian proletariat”, “revolting against the 
Father”, thereby destroying the common, shared civil society by breaking up 
“the political nation” (see Patomäki and Pursiainen 1998, 24–32, 1999, 68–73). 

 8 There is a long-standing dispute about whether NATO’s expansion into Eastern 
Europe violated commitments made during the negotiations over German reuni-
fi cation. Russian leaders have accused the West of breaking promises made after 
the fall of the Iron Curtain.  Der Spiegel  argued in 2009 that “newly discovered 
documents from Western archives support the Russian position” (see Klußmann, 
Schepp, and Wiegrefe 2009). 

 9 Even before the 2007–2008 elections, there was talk in Russia about the danger 
of a “colour revolution”. Academic analysts have been torn between two dif-
ferent interpretations. Some argue that securitization has served Putin’s regime 
in domestic politics, whereas others think that the anxiety of leading Russian 
politicians is genuine (Duncan 2013). The fear seems genuine, but do the domi-
nant beliefs in Russia confl ate concerns about the ruling elite’s position and 
the interests of society at large? It is worth noting that White and McAllister 
(2014) consider the possibility that Russia barely avoided a “Facebook Revolu-
tion” in 2011, though given Putin’s popularity in Russia, a genuine “revolution” 
was unlikely. A new phase in securitization was reached in 2013–2014. Since 
Ukraine’s Euromaidan, Russian leadership has framed mass anti-regime protests 
at home and abroad as a military threat (Bouchet 2016). 

 10 Davies (1962, 8) presupposes a variation on Maslow’s (1943) hierarchy of needs 
theory: “A revolutionary state of mind requires the continued, even habitual but 
dynamic expectation of greater opportunity to satisfy basic needs, which may 
range from merely physical (food, clothing, shelter, health, and safety from bod-
ily harm) to social (the affectional ties of family and friends) to the need for 
equal dignity and justice.” 

 11 Unemployment rose to 10% early 2014, but has not been the most important 
source of poverty in independent Ukraine (a different situation than is “normal” 
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within the OECD), though insecurities related to unemployment are never just 
economic but also moral and social, and 2015–2016 unemployment benefi t 
was only 50 USD per month. In GDP terms, there was a partial recovery in 
Ukraine 2010–2011, but 2012–2015 GDP contracted again, fi rst modestly and 
then sharply. These developments preceded the political crisis associated with 
the demonstrations and riots of late 2013 and early 2014. By the end of 2015 the 
GDP of Ukraine had contracted to its 2005 level. 

 12 Guzzini (2011) examines securitization as a non-positivistically conceived 
causal mechanism. For a more future-oriented analysis, making an explicit link 
between political economy and security, see Patomäki (2015). Aho (1990) sum-
maries the deep-structural and Manichaean underpinnings of the processes of 
enemy-construction, based partly on his studies of right-wing extremist move-
ments in the United States. 

 13 Phase 1 should be seen as a generic variety of the process described in Figure 2.1 
of Chapter 2. 

 14 Euro crisis rescue packages devised by the EU and IMF, following the model 
previously imposed on developing countries, specify public spending cuts to halt 
defi cit increases, but this tends to make public debt a larger share of a contracted 
or slower economy, requiring then further cuts. Packages may also include: tax 
reductions to private fi rms that increase the state burden, retrenchment on public 
services and distribution policies, wage and pension cuts, and changing labour 
laws under the euphemism of “fl exibility” or “fl exicurity” typically involving 
heightened insecurity and wage cuts, reducing purchasing power and likely 
aggregate effective demand (Patomäki 2013, ch 4). 

 15 It is possible that few involved would have accepted the “potential civil war” 
characterization: principal actors focused on legitimacy, some in terms of popu-
lar will, some in terms of the existing law and prevailing order. In general, the 
meaning and identity of an event or episode is constituted by multiple interpre-
tative perspectives, which when they clash may be akin to a Hobbesian state of 
war (although war is also a social construction and institution). 

 16 For points of view, see chapter 7, “Results”, of the Wikipedia article “Crimean 
status referendum, 2014”. 

 17 World Bank data, available at http://data.worldbank.org/. 
 18 “Putin’s Approval Rating Is Down – to 80%”, Bloomberg 26 May 2016. 
 19 This is a TASS news item, 2 March 2017, “Poll shows Putin’s approval skyrock-

ets to record high for 2017”. 
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 Like Brexit, the election of Donald Trump can be tentatively explained 
using Polanyi’s double movement (Pettifor 2017). The US has been lead-
ing the project of liberal globalization since World War II and was largely 
responsible in the 1970s for the unilateral shift from Bretton Woods embed-
ded liberalism (Ruggie 1982) to neoliberalism. Subsequent decades have 
had far-reaching effects on income, wealth and power distributions in the 
US, enriching a “1%”. Moreover, it is widely acknowledged that the US has 
become less democratic and its political system increasingly captive to pow-
erful business interests (e.g. Putnam 2001; APSA Task Force 2004; Palast 
2004; Wolin 2010; Stiglitz 2013). These developments have resonated with 
systematic attempts to detach markets and corporations from democratic 
regulation. 

 In this reading, Trump emerged as the leader of those left behind, attract-
ing supporters from all social classes. Ordinary US wage-earners are anx-
ious to sustain what they consider to be the normal standard of living. They 
are working significantly longer and are more involved in debt than their 
parents previously were (e.g. Chernomas and Hudson 2017, 36–44). One 
indicator is the spread of anxiety disorders and depression. Image and status 
anxiety are closely related to what and whom people appear to be and think 
they are in a society of materialist values that judges by looks, position, 
wealth and social background. 1  

 Larger differences in material circumstances create greater social dis-
tances, increasing feelings of superiority and inferiority. This is one of the 
key reasons why mental illness and drug abuse correlate strongly with the 
level of inequality (Pickett and Wilkinson 2010, 63–72). Unemployment 
seems especially important in explaining class-based differences in mental 
illness (Richards and Paskov 2016). This accords with the hypothesis that 
there is an intrinsic relation between uncertainty generated by labour market 
uncertainties and anxiety. Predictably, after the global financial crisis of 
2008–2009, “many experienced the economic system as threatening to their 
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life chances, their incomes, their futures, and their way of life.” (Pettifor 
2017, 44) Citing Polanyi’s contention that modern nationalism is a protec-
tive reaction, Ann Pettifor explains that 

 As Karl Polanyi predicted, these societies, in a ‘counter-movement’ to 
globalisation and recognising the failure of democratic governments to 
protect societies from the depredations of self-regulating markets, have 
reacted by electing ‘strong men’ (and women) that do offer protection. 
Donald Trump posed as a strong protector, and won the support of those 
Americans ‘left behind’ by globalisation. 

 (Pettifor 2017, 53) 

 A major problem for this Polanyian explanation is that Trump, like UKIP, 
is not critical of markets as such but rather criticizes specifi c others for 
unfair or unpatriotic behaviour. If the point is to protect society against 
self-regulating markets, why should Trump’s voters then approve his selec-
tive but sweeping pro-market reforms, such as major public spending cuts, 
fi nancial deregulation and tax concessions to corporations and very wealthy 
individuals? 

 A closer look at the context of many US voters reveals that support for 
Trump stems not only from the prevailing common sense and false or mis-
leading beliefs, but also stems from an informed but disillusioned response 
to power disparities and double standards within the US. What is likewise 
interesting is that although the convergence of social forces in the US seems 
similar to developments in the UK, the US constellation of political forces 
is more lop-sided. In the 2016 election a large majority of the US economic 
and political elite either stood behind Hillary Clinton or found Trump’s 
popularity puzzling. 

 The rise of Trump has led many in Washington, New York and other 
major centres to fear for the future of the neoliberal world order. The Ger-
man magazine  Der Spiegel  warned January 2017 that the US is withdrawing 
from global politics: “Russia’s annexation of Crimea was the first indication 
that the global order that we had enjoyed for 25 years was under threat.” As 
a consequence of Trump, “the collapse of the old world order” is now ben-
efitting countries like Russia and China (Der Spiegel 2017). Many perceive 
Trump to be a threat to the global liberal system of values and practices. 2  
The US seems to be giving up its leadership, with possibly detrimental con-
sequences for the whole world system. 

 This reaction accords with the basic ideas of hegemonic stability theory 
(HST), positing that a single hegemonic state is a both a necessary and a 
sufficient condition for an open, liberal world economy and related security 
system. A similar response was evident in the literature of the 1970s and 
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1980s concerning the perceived “decline” of US global hegemonic power at 
the time (acutely analysed by Strange 1987; Grunberg 1990). However, this 
was partly, and temporarily, set aside by the end of the Cold War and dur-
ing the “roaring nineties” (Stiglitz 2003) and its aftermath, when American 
exceptionalism gained ground. This aftermath finally ended in the global 
financial crisis 2008–2009. Since then, some pundits have started to argue 
“this time it’s real” (e.g. Layne 2012; for discussion see Wohlforth 2012). 

 In this chapter, I first discuss the causes of Trump’s election in more 
detail. The main focus of this chapter is, however, on the disintegrative con-
sequences of Trump (or, if Trump fails, on the likely consequences of the 
social dispositions and shifts that made his presidency possible). I argue that 
apparent breaks and novelties notwithstanding, in many ways Trump repre-
sents an intensification of tendencies that long preceded his presidency. To 
clarify these continuities, I outline the logic of hegemonic stability theory 
and expose its normative underpinnings and ambiguities. 

 I then discuss the issue of whether global cooperation is possible “after 
hegemony”, as argued by Keohane in 1984 (2005), one of the original 
authors of hegemonic stability theory. According to Keohane, while a hege-
monic state may facilitate the emergence and development of common insti-
tutions, they may well continue to exist and function after hegemony in a 
decentralized way, through extended, bendable and institutionally ensured 
tit-for-tat strategies. The obvious problem from this point of view is that if 
the former hegemon refuses to cooperate, it can lead to a spiral of tit-for-
tat retaliations. I try to show the limitations of this economistic literature 
and discuss alternative conceptualizations of hegemony and the politics of 
global cooperation. The global common good is profoundly contested in 
both theory and practice. How it should be seen depends on our factual and 
normative theories of political economy and peace and security. 

 Finally, I argue that a dialectical perspective on change and continuity in 
world history can be a powerful analytical tool for understanding the causes 
and consequences of the present global conjuncture and potential crises. 
The appearance of stability and of fixedness in the international “order” is 
more of an illusion than a reality. From a dialectical point of view, events 
are understood as multiple contradictory and complementary layers, often 
involving inner determinations “to which they own their hidden unities, 
divergent meanings, and possible futures” (Alker et al. 1996, 351). Thus 
HST, under current historical circumstances, may function to justify, and 
thus co-generate, Trump’s approach to US trade and security policies. When 
weaker states are perceived to free ride on the US, in the new US administra-
tion’s view it is apparently only fair that the US should apply countervailing 
measures, either to balance its current account or to compel others to pay the 
costs for the military burden of defending them. 
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 The “hegemonic stability” of the liberal-capitalist world economy is a 
specific but not the only model for world order. World order models con-
stitute those doctrines of practical action and institutional design that exist, 
reign, cooperate, compete and at times clash in any given geo-historical era. 
Doctrines codify the lessons learned from previous practices; and doctri-
nal debates define geo-historical eras and their characteristic practical and 
institutional arrangements. Collective learning and the exercise of power 
(understood as transformative capacity), not least by social movements, 
determine which doctrines prevail. What exactly does Trumponomics, the 
economic policies of his administration, mean for the project of neoliberal 
globalization? What new doctrines are emerging, if any, and what would be 
the rational direction of world history? 

 Explaining the outcome of US 2016 elections 
 In any election, voters for X can be divided into subgroups in terms of what 
the decisive issues or reasons for that vote were. If a subgroup is bigger 
than the margin by which X won, then the issues and reasons especially 
important for that subgroup can be singled out as “the cause” of the vic-
tory. From this perspective, a few hundred thousand US voters decided the 
outcome of the US presidential elections of 2016. It is unsurprising there 
are multiple incompatible explanations concerning the victory of Trump 8 
November 2016. 

 This approach cannot explain why Trump rose against all odds to be 
Republican candidate, or why Bernie Sanders came close to the Democratic 
candidacy (receiving 39% of the vote). We need an account of the main 
trends and tendencies. The  Chapter 2  analysis is applicable here: the roles of 
media, money and structural relations of power are important in the forma-
tion of a hegemonic common sense. Human actors assemble familiar mean-
ings that are constitutive of the prevailing “common sense”, which media 
both responds to and serves to construct in complex ways. Social causa-
tion requires actors and actions, and action includes the possibility of doing 
otherwise. Citizens can change their minds, particularly in view of topical 
events or new framings or pieces of information, and the overall composi-
tion of the electorate fluctuates. The opinions of others, and overall “public 
opinion” so often cited or made to talk in public debates, is intertwined with 
actors’ own will-formation. 

 The political economy background of the 2016 election is well known. The 
rise of inequality in the US is illustrated in  Figures 4.1  and  4.2 . Since the late 
1970s, increased labour productivity in the United States has mainly ben-
efitted higher income levels. The proportion of national product comprised 
by capital has risen markedly, and the proportion of the total accounted for 



  Figure 4.1   Income inequality: top 1 percent and bottom 90 percent average pre-tax 
incomes, 1949–2014 

 Source: Data from Thomas Piketty, Emmanuel Saez, and Gabriel Zucman, 2016,  Distributional 
National Accounts: Methods and Estimates for the United States , Data Appendix, tables II, B3, 
http://piketty.pse.ens.fr/fi les/PSZ2016DataAppendix.pdf. 
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  Figure 4.2   Wealth inequality: top 1 percent and bottom 90 percent average wealth, 
1949–2014 

 Source: Data from Thomas Piketty, Emmanuel Saez, and Gabriel Zucman, 2016,  Distributional 
National Accounts: Methods and Estimates for the United States , Data Appendix, tables II, E3, 
http://piketty.pse.ens.fr/fi les/PSZ2016DataAppendix.pdf. 
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by labour has dropped from 60 to below 50% (still including the salaries 
of top management). The average hourly pay of regular employees peaked 
around 1973, and since then wage levels have generally stagnated and in 
some categories fallen. After the global financial crisis, partly caused by 
rising inequalities and American households’ involvement in debt, 3  these 
developments intensified. From 2009 to 2015, the wealthiest 1% of Ameri-
cans captured 52% of total real-income growth (Saez 2016, 5–6). 

   Both Trump and Sanders were critical from outside the established con-
cerns of their respective parties. Sanders focused directly on campaign 
finance reform and income and wealth inequality, which he argued eroded 
the American middle class. Trump promised to rebuild infrastructure, make 
American industry more competitive by nationalist means and return well-
paying manufacturing jobs to the US. Each addressed similar anxieties but 
in different ways: Sanders stressed the importance of progressive taxation 
and universal healthcare and education, whereas Trump promised to use the 
federal state to protect American industrial interests and thereby make well-
paying jobs available again to ordinary wage-earners. Both were critical of 
at least some free trade agreements. Sanders’s platform appealed especially 
to younger and black voters (similar to “Remain” in the UK 2016 referen-
dum), Trump to older and white voters (like “Leave” in the UK). 

  Trump was particularly popular in the parts of the US that experienced 
a continued loss of jobs, whether because of globalization or automation 
or both.  Figure 4.3  describes the GDP value added share of manufacturing 

  Figure 4.3  Manufacturing, value added (% of GDP) 
 Source: Data from World Bank,  World development Indicators , at http://data.worldbank.org/
indicator/NV.IND.MANF.ZS?locations=US-GB-1W-EU. 
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(world, US, EU and UK). This share has been declining in all cases, but 
nonetheless, in 2016 and in absolute terms, the US was manufacturing more 
than ever before.  Figure 4.4  illustrates the growing gap between the value of 
production and employment. This suggests that automation has been more 
important than relocation in terms of loss of jobs in manufacturing. This 
does not mean that relocations and globalization are unimportant, but at the 
national level the main significance of globalization may lie in the way the 
possibility of relocation has changed power relations between capital and 
labour. 

  During campaigning, Trump avoided challenging asymmetric social 
structures and power relations within the US. According to a common 
assessment, many of Trump’s nationalist–protectionist policies are unlikely 
to be implemented or succeed, whereas his tax- and other reforms will most 
benefit the richest 1% and further impoverish lower income strata. 4  In other 
words, many of those who voted for Trump seem to have voted against their 
own economic interests. Mayhew summarizes the widespread incredulity 
concerning US voters’ lack of rationality: 

 Analysts have puzzled over why voters assumed to be concerned about 
a loss of jobs were willing to accept the vague and sometimes contra-
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  Figure 4.4  Manufacturing employees and real output 
 Sources: Data from U.S. Bureau of Labor Statistics, retrieved from FRED, Federal Reserve 
Bank of St. Louis. https://fred.stlouisfed.org/series/MANEMP; and https://fred.stlouisfed.org/
series/OUTMS, May 9, 2017; U.S. Bureau of Labor Statistics, retrieved from FRED, Federal 
Reserve Bank of St. Louis; https://fred.stlouisfed.org/series/OUTMS, May 9, 2017. 
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dictory prescription that Trump offered as a remedy and why they voted 
for a man and a party that promise to take apart the existing safety net. 

 (Mayhew 2017, 29) 

 Mayhew argues that there are many areas in the US where Tea Party anger is 
strong but jobs not necessarily lacking and the living standards about the US 
average. These people are protesting against the ruling urban elite and their 
sense of superiority and double standards. The federal state had lost legiti-
macy in their eyes because they “had reached a not unreasonable conclusion 
that regulation was applied to them but not to the big fi rms” (32). Regula-
tions seem biased against the common people. In the absence of feasible 
alternatives, voters may thus appear, for example, anti-environmentalist, 
although their main concern is the future of the place where they are living 
and the local community to which they belong. 

 Members of modern societies are vulnerable to generalized anxiety when 
their relations are mediated only through impersonal markets and bureau-
cratic regulations not of their own making. People whose identity is consti-
tuted by a particular place can feel threatened by market and bureaucratic 
forces that appear to endanger the future of that place. A major economic 
crisis can make those fears and anxieties acute. Jobs and incomes matter, 
and there is an intrinsic relation between unemployment-related uncertainty 
and anxiety, but for many Trump voters the main issues may have been com-
munity and a sense of fairness. This of course comes close to the Polanyian 
explanation: society is trying to protect itself against markets. 5  

 Hegemonic stability theory 
 What, then, are the consequences of Trump to the world economy and its 
governance? Hegemonic Stability Theory (HST) claims that the stability of 
the world economy is dependent on the benevolent leadership of the hege-
monic state. The US share of exports and world GDP have been declining 
since the 1950s. The US began to run trade defi cits in the late 1950s, and 
this problem became more serious in the 1960s. HST emerged in the 1970s 
when the unilateral dismantling of the Bretton Woods system was widely 
conceived as a sign of crisis in US global leadership. This perception was 
further reinforced by the ostensibly acute economic troubles of the US, the 
catastrophe of the Vietnam War and the rise of the New Left movement. 
The Vietnam War came to an end in 1975 and the New Left seemed to fade 
away, but the underlying economic developments have continued. The US 
share of global manufacturing value added has declined over time, from 
some 30% in the early 1980s to roughly 19% in 2015. Has US leadership 
come to an end? 
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 HST was first proposed by Kindleberger (1973) in  The World in Depres-
sion 1929–1939 . In the concluding chapter of that work, “An Explanation of 
the 1929 Depression”, Kindleberger suggested a chain of partly contrastive 
historical analogies between three eras. The first was the era of free trade 
under British leadership from 1846 (the abolition of the Corn Laws) or 1860 
(further elimination of tariffs) until 1913. 6  The second was the interwar era 
of 1919–1939, when the US first refused to accept the role of hegemonic 
leadership and then resorted to the protectionist Smoot-Hawley Tariff Act of 
1930 in response to the financial crisis and its consequences. The third was 
the era of US (hegemonic) leadership 1945–1971. A fourth era began in the 
1970s, when the US was arguably “beginning to slip” (307), but which we 
retrospectively know as the era of neoliberalism or market globalism (see 
Harvey 2005; Steger 2009; Springer, Birch, and MacLeavy 2016). 

 Kindleberger anticipated future tendencies towards protectionism and a 
diplomatic stalemate between the US and the EEC. The next forty years 
turned out differently, but in Kindleberger’s historical reading, a stalemate 
and repression implies heightened danger of a regressive spiral into war. 
These historical analogies and anticipations were subsequently formulated 
into a general theory by Krasner (1976); Keohane (1980); Gilpin (1981); 
and Kindleberger (1981) himself. In Krasner’s (1976, 318) formulation, the 
main hypothesis is that “a hegemonic distribution of potential economic 
power is likely to result in an open trading structure” and, more generally, 
in an open world economy. 

 Krasner qualified his state-power argument by talking about delayed 
political reactions to changes in patterns of trade and finance and structures 
of production; the actual effects of gradual economic changes may in some 
cases become visible only after decades. Moreover, “some catalytic external 
event seems necessary to move states to dramatic policy initiatives in line 
with state interests” (1976, 341). Policy choices are thus path-dependent, and 
states quite easily become locked into the pattern set by previous choices. 
The key assumption underlying the theory of hegemonic stability, however, 
is that free trade and maximal (global) openness in investments and finance 
are beneficial to everyone, albeit not equally so, in sharp contrast to many 
alternative perspectives (Rodrik 2001; Unger 2007): 

 Neoclassical trade theory is based upon the assumption that states act 
to maximize their aggregate economic utility. This leads to the conclu-
sion that maximum global welfare and Pareto optimality are achieved 
under free trade. While particular countries may better their situations 
through protectionism, economic theory has generally looked askance 
at such policies. [. . .] Neoclassical theory recognizes that trade regula-
tions can also be used to correct domestic distortions and to promote 
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infant industries, but these are exceptions or temporary departures from 
policy conclusions that lead logically to the support of free trade. 

 (Krasner 1976, 318) 

 Krasner stressed that the benefi ts are clearest in the case of large and tech-
nologically advanced states and for some small states, but large backward 
states may in some cases experience excessive costs from trade openness. 
Krasner’s qualifi cations notwithstanding, the liberal international order was 
bluntly defi ned as a (global) public good in the next step of the development 
of the theory. The global public good was supposed to include the defi ni-
tion and enforcement of property rights, resolution of disputes, stability and 
security (Gilpin 1981, 16, 30, 34, 1987, 86–7; Kindleberger 1981, 247). Yet 
these HST theorists were not united about the nature of what constituted 
that “good”. 7  Whereas Kindleberger emphasized moral responsibilities and 
the need to overcome temporary asymmetries and counter business cycles, 
Gilpin, by contrast, put forward a more neo-imperialist interpretation: 

 As was the case with premodern empires, the hegemonic powers may 
be said to supply public goods (security and protection of property 
rights) in exchange for revenue. The Pax Britannica and Pax Ameri-
cana, like the Pax Romana, ensured an international system of relative 
peace and security. 

 (Gilpin 1981, 145) 

 The theory of hegemonic stability depicted nineteenth-century Britain 
as a model for the late twentieth- and early twenty-fi rst-century US. The 
precise ethical and political implications of the theory were somewhat 
unclear. Gilpin presented a gloomy picture of future options. Despite the 
Cold War bipolar structure being a major stabilizing factor, threatened only 
by the continuous rise of the Soviet Union, Gilpin argued that “the danger 
of a hegemonic war is very real” (234). His prescription: a hegemonic or 
imperial enforcement – i.e. that powerful states should control the “lesser 
states” – for global security and protection of property rights has been taken 
seriously by many US-based scholars, politicians and journalists. Coupled 
with the assumption of the benevolence of the hegemon and related apolo-
getic narratives, this line of thinking readily lends itself to the conclusion 
that the US has been assuming an unfair share of sustaining the global public 
good. Others are free-riding on the US. 8  Strange expressed the main practi-
cal implication of the theory: 

 [T]he myth of lost hegemony is apt to induce in everybody only pes-
simism, despair, and the conviction that, in these inauspicious circum-
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stances, the only thing to do is to ignore everyone else and look after 
your own individual or national interests. [It . . .] may paradoxically be 
contributing to a less cooperative environment by subscribing to and 
perpetuating the myth of lost American power. 

 (Strange 1987, 552) 

 Trump’s project to “make America great again” thus has deep historical 
roots. The erosion of the Bretton Woods system triggered the emergence 
of the US-American myth of lost hegemony and its negative global con-
sequences. However, the Bretton Woods system itself was inherently dil-
emmatic and presupposed the largely disintegrated world economy of the 
1940s and its economic domination by the US. The Triffi n Dilemma 9  was 
a direct consequence of the decision reached in Bretton Woods – on the 
insistence of the US – to make the dollar the currency of world trade, and 
let creditors retain their surplus and remain passive. The turning point of 
the early 1970s would not have occurred until much later had Keynes’s 
proposal been implemented in full, and it could have occurred in a different 
way (Patomäki 2008, 185–90). The implication of HST – that others should 
be made to pay for the maintenance of the existing “order” and indirectly 
subsidize the costs on US terms – paved the way for the US to become pro-
gressively self-regarding. 

 Of the early developers of HST, Kindleberger (1973, 308) was open to 
the alternative of new international institutions with real authority and sov-
ereignty to govern the world economy (i.e. an evolutionary path towards 
a “post-hegemonic” situation, with increased transnationalization of state 
authority, governing a highly transnationalized global economic system). 
However, he too seems to have ultimately assumed that agenda setting and 
decision-making must always be hierarchical at least to a degree; i.e. one 
state must always lead and others must follow. 

 International cooperation “after hegemony”: 
a reconstructive critique 
 The assumption underlying HST – that a single hegemonic leader is nec-
essary for effective international cooperation (to uphold existing interna-
tional institutions and ensure the stability of the global capitalist economic 
system) – was questioned by Keohane 1984 (2005). Here, Keohane (2005) 
argues, “it might be possible, after the decline of hegemonic regimes, for 
most symmetrical patterns of cooperation to evolve after a transitional 
period of discord”. 

 Keohane uses game theory to show that spontaneous cooperation can 
emerge even among egoists and in the absence of common government, but 
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“the extent of such cooperation will depend on the existence of international 
institutions, or international regimes, with particular characteristics” (2005, 
13). The possibility of continuing effective international cooperation “after 
hegemony” is reinforced by the complementary nature of hegemony and 
international regimes. These can make agreement possible, and facilitate con-
tinuing compliance with the rules established in the system of world order. 

 In his analysis, Keohane makes it clear there is no need to expect seri-
ous historical decline in international cooperation in the 1980s, 1990s or 
beyond, even as US dominance within the system gradually declines. 

 “[The] system” itself will not collapse into a state of chaos or disorder. 
On the contrary, there is a real prospect that vital post-war international 
norms, institutions, and practices will not only continue, but will even 
be strengthened. 

 (Keohane 2005, 79) 

 This is a condition he refers to as “non-hegemonic cooperation”. Keo-
hane’s account rests on a view of states-as-rational-egoists. He concretely 
considers instances of international cooperation in fields such as monetary 
policy and the oil sector, as an iterated prisoner’s dilemma (PD) game (fol-
lowing Axelrod 1984). He extends his analysis to cover the impact of ethics, 
power and institutions on international cooperation. According to Keohane, 
tit-for-tat is the best strategy in an iterated PD-game. Matters are complicated 
by many players, asymmetric information, moral hazard and irresponsibility, 
whilst multiple parallel games in issue areas, the unequal nature of inter-state 
relations (in power terms: only some states really count) and the existence of 
established international organizations can alleviate these problems. 

 Thus, intensive interaction among a few players helps to substitute or 
supplement hegemonic actions. As a hegemon’s power erodes, a gradual 
shift may take place from hegemonic to non-hegemonic cooperation. 
Increasingly, incentives to cooperate will depend not only on the hegemon’s 
responses but also on those of other sizeable states. Such a transition may be 
difficult in practice, since expectations may lag behind reality; but nothing 
in rational choice analysis renders it impossible (Keohane 2005, 79). 

 Keohane has not been alone in envisaging the possibility of future inter-
national cooperation without a single hegemon. Young (1989, 1991) retains 
the view of states-as-rational-egoists, but also considers various forms of 
initiative and leadership in creating new regimes of cooperation, including 
intellectual leadership. Haas (1989, 1992) goes beyond the state-economism 
of Keohane and many others (note, Amadae 2015 traces the causes of the 
decline of virtues and common good in the American political system to the 
economism of rational choice theory, notably the game theory Prisoner’s 
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Dilemma model 10 ). Haas argues that transnational expert communities, who 
share epistemic standpoints, take part in state, regional and global level 
interest and identity formation, often facilitating cooperation. Rules and 
institutional arrangements are important, because they enable and facilitate 
learning that can lead to the convergence of state policies. For example, 
Ikenberry suggests that the origin of Bretton Woods should not be seen 
merely in terms of US structural power but also an epistemic community of 
British and US economists and policy specialists, which fostered the Anglo-
American agreement (Ikenberry 1992). 

 The concept of epistemic community is similar to the world order model, 
but more limited. For Braithwaite and Drahos (2000), the world has been 
post-hegemonic for some time in the sense that under certain circumstances 
the will and initiatives of many other states and NGOs and key individuals 
beyond the US have made a difference. Moreover, the role of transnational 
networks and epistemic communities has often been decisive. Since Braith-
waite and Drahos’s book, the role of the BRICS has grown, as the stalemate 
of the WTO Doha round indicates. 

 The neo-Gramscians have gone further toward developing a dialectical 
account of the development of global institutions of cooperation. Cox (1987, 
1996) emphasized that there are always different social forces involving 
capabilities for production or destruction; institutional arrangements; and 
collective understandings. Once created, institutional arrangements “take 
on their own life” and can “become a battleground for opposing tenden-
cies, or rival institutions may reflect different tendencies”. New forms of 
social existence can emerge, made possible by (new) forms of production 
but also as a response to the consequences of certain modes and relations of 
production. Novel forms of social existence necessarily imply new collec-
tive understandings and systems of knowledge that are constitutive of their 
existence and often articulated by organic intellectuals. 

 Consequently, these emergent new actors, groups and collectives can then 
contest institutional arrangements, including those that govern the global 
political economy. Systems are open, change is ubiquitous and everything is 
historical, although there are patterned processes that enable us to anticipate 
aspects of the future. 11  The dialectics of world orders occur within existing 
practical and institutional settings, but may contribute to the transformation 
of these arrangements and settings. 

 Trumponomics: its possible and likely 
global consequences 
 The demise of Bretton Woods in the early 1970s was a consequence of US 
unilateral abandonment of dollar–gold convertibility. Contrary to mytholo-
gized accounts of “benevolent” US hegemony, the actual historical record 
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reveals contradictory policies by the dominant power throughout the post-
Bretton Woods era. The present Trump administration’s economic and 
strategic policies represent important continuities and indeed escalation of 
past US non-cooperation internationally, rather than an abrupt about-face. 
Trump’s economic and security policies mostly just deepen existing US 
foreign policy practices, although this may also involve qualitative changes, 
for example in US trade policy, where self-regard now takes protectionist 
forms. 

 Former Chief White House strategist Steve Bannon, in a 2014 speech, 
invoked the Italian fascist thinker Julius Evola, saying that “changing the 
system is not a question of questioning and polemicizing, but of blowing 
everything up” (Navidi 2017). This point of view also reflects a new atti-
tude of greater US assertiveness in foreign and security policy. According 
to former US Secretary of State Madeleine Albright, attending the Munich 
security conference in mid-February 2017, representatives from several 
countries, including Turkey, Iran, China and Russia, made speeches invok-
ing the theme of a post-Western World (Glasser 2017). Albright’s impression 
of reactions from other states to the new US foreign policy stance reveals a 
change of mood: “there was a sense that the bullying approach of the Trump 
administration was alienating people rather than giving them solace in terms 
of the fact that we still were a united world”. She lamented that at Munich, 
the US had moved from being the “centre of attention” to becoming “the 
centre of doubt” (Glasser 2017). 

 Alongside a major infrastructure investment plan, the Trump administra-
tion aims to execute one of the greatest military build-ups (as upgrades) in 
American history. The 2018 federal budget outline by the White House also 
includes a core emphasis on strengthening the US intelligence and national 
security apparatus, including homeland security and the law enforcement 
agencies. However, the commitment by the new administration to a bal-
anced budget approach despite the anticipated large increase in military and 
security expenditure means that many other areas of federal spending must 
(which is also ideologically desired) involve public–private initiatives and 
major cuts. A further aim is to reduce cumulatively some ten trillion US 
dollars in federal spending over a ten-year period. 

 However, congressional approval and formal appropriation legislation is 
necessary for these policy ideas to be translated into reality, and this, given 
the recent history of deep divisions on fiscal policy issues across the politi-
cal spectrum in Congress, may be doubtful. If the Trump administration’s 
policies are executed in full, they would represent nothing less than a trans-
formation of the state itself, and a reorientation of its primary roles in both 
domestic and global contexts. 

 All this is an example of a process that has become self-reinforcing. Path-
ological learning has reduced collective learning capacity and hardened the 



84 Trumponomics and global disintegration

will of US foreign policy makers. Trump’s election is a further step in this 
process. Even in the 1990s and early 2000s, there were many cases of inter-
national non-cooperation by the US, including ILO conventions, the Law 
of the Sea Convention, the Convention on Biological Diversity, the Kyoto 
protocol, the International Criminal Court and the Landmines treaty. The 
new US administration has now decided to withdraw from the Paris Agree-
ment on climate change, arguably the single most important global issue for 
effective international cooperation. 

 The Trump administration’s 2018 budget seeks unspecified reductions 
to US funding for the UN regular and peacekeeping budgets, as part of 
a 28% reduction in funding for the State Department and US Agency for 
International Development. Trump’s administration has also threatened to 
withdraw from the UN Human Rights Council, in part due to alleged bias 
against Israel in that organization. 12  Soros (2002, 166) named the US as “the 
major obstacle to international cooperation today” as much as 15 years ago. 
Moreover, Soros shared the observation of many that despite the US hold-
ing special responsibility due to its globally dominant position, the US has 
“not always sought to abide by the same rules that apply to others” (167). 

 US double standards in its external relations (paralleling similar inter-
nal practices, originating in corporate power), and the dogged pursuit of 
its own national sovereignty and narrow national interests, contradicts 
and undermines the course of international cooperation and thus destabi-
lizes the world economy. The irony in this historical situation is that the 
US appears, both past and present, to assume that despite its own actions 
others will nevertheless continue to abide by the agreed rules, norms and 
principles. Future scenarios of global change now largely pivot upon how 
others respond to changes in US attitudes and actions. A spiral of aggressive 
actions and retaliatory reactions could be set in motion. The probable long-
term consequences of such a pattern are quite well known, as any reading 
of the first half of the twentieth century, and especially the 1930s, reveals 
(Moser 2016). 

 There are 2 x 3 different possibilities, some of them more likely than others, 
as depicted in  Table 4.1 . First, there are two possibilities regarding how radical 

  Table 4.1   Six scenarios about the effects of Trumponomics, especially in trade 

Double standards 
(no retaliation by 
others)

Limited retaliation 
targeted to the US

Generalized 
“beggar-thy-
neighbour” 
policies

Moderate Trump A B
Radical Trump C D
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Trump’s foreign economic and security policies will turn out. It is possible, 
in principle, that because of checks and balances and multiple interests within 
the US, and by learning from experience about the effects of decentralized 
tit-for-tat sanctions brought about by the international systems of cooperation, 
Trump will eventually moderate his stance on at least some issues. 

     The full realization of the stated aims of the Trump administration may 
require increasingly overt authoritarianism, which in turn is likely to lead to 
widespread resistance within the US, including presidential impeachment. 
This scenario entails intensifying domestic conflict and ideological polariza-
tion, already arguably rather severe. Such conflict, including in potentially 
violent forms, could precipitate calls to restore order, thus reinforcing the 
trend towards erosion of checks and balances and greater domestic repres-
sion of the opposition. However unlikely it may still be, a civil war in the 
US is no longer an excluded possibility. 

 Out of the six possibilities, four seem relevant in practice. Moderate 
Trump is compatible with (A) double standards or (B) limited retaliation. 
Radical Trump will either (C) trigger limited and targeted retaliation against 
the US (the rest of the world will continue to abide by the rules of the WTO 
and bilateral and regional free trade arrangements amongst themselves) or 
(D) create a generalizable example to be followed, leading to widespread 
“beggar-thy-neighbour” policies. B and C mean that US share of world 
imports (already down from 17% 2000 to just 12% 2013) and US share of 
world exports (already down from 12% 2000 to just above 8% 2013) will 
likely fall further. 13  D would provoke, at minimum, global recession and, at 
maximum, severe global depression. 

 The Trump administration has already announced a new foreign trade 
doctrine, known officially as the “America First Trade Policy”. 14  The United 
States Trade Representative website describes the aims of this policy as 
“ensuring that American workers are given a fair shot at competing across 
the globe . . . On a level playing field, Americans can compete fairly and 
win.” It is a central policy goal to keep existing companies located within 
the US and that overall “companies compete to set up manufacturing in the 
US”, thus generating new jobs, tax revenues and prosperity. 

 However, as argued above, the majority of jobs recently lost in the US 
economy seem to be due to automation more than to the effects of foreign 
trade or off-shoring. The degree to which this new US trade doctrine of 
America First will be neo-mercantilist in orientation remains to be seen, but 
the president has previously indicated that the US could potentially impose 
unilateral trade tariffs on partners that in its view are not playing fair with 
the US. This includes signatories to past and future trade agreements with 
the US who subsequently, in US perception, do not correctly fulfil their 
obligations under the agreement. 
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 According to the president, the US could cancel any trade agreement after 
a 30-day grace period during which the US would seek compliance by their 
trade partner. During his first few days in office, President Trump used execu-
tive powers to order US withdrawal from the Transpacific Trade Partnership 
agreement (TTP), to the consternation of several key trade partners, including 
Japan and Australia, who have been supporting the multilateral agreement. 
In July 2017, it remains unclear what will happen to the TTIP (Transatlantic 
Trade and Investment Partnership). The Trade in Services Agreement (TiSA) 
seems more in line with the ideology of the Trump administration than the 
TTP or TTIP, and it appears that the US continues to participate in the TiSA 
negotiations. These negotiations basically concern deregulation (or neoliberal 
re-regulation) and privatization. 

 Trade protectionism via tariffs or complicated tax arrangements are 
not the only form of potential beggar-thy-neighbour policies. Attempts to 
enhance external competitiveness by means of internal devaluation or tax 
competition can be equally harmful, albeit in a different way. Many coun-
tries, and the EU, have been keen to increase their competitiveness in this 
sense. The idea is to increase demand for national goods and services in 
the world markets – at the expense of other countries. World imports and 
exports cancel out. Although it is not impossible for all countries to simul-
taneously increase the value of their exports and imports, their overall sum 
is always zero. The same holds true for investments. 

 Similarly, if corporate tax cuts have a positive effect on the level of 
real investments in one given country, it will likely do so at the expense 
of other countries. This is because there is no aggregate level historical 
evidence that corporate tax cuts would increase the overall pool of invest-
ments. Rather the opposite seems to be true: investment rates have been 
declining, at least in the OECD world (if not in expanding economies 
such as China and India). Combined with measures of austerity (that may 
appear desirable to budget-balancers in part because of the budgetary 
effects of the tax cuts), these kinds of downward spirals tend to reduce 
total efficient demand regionally and, to a degree, globally. Overt protec-
tionism would come on top of these other measures and strengthen their 
already significant effects. 

 The Trump administration also proposes financial deregulation and tax 
cuts for corporations and the richest 1% of income earners (one estimate 
predicts that under Trump’s tax reform measures, the top 1% of income 
earners would see their annual income increase by 13.5%, while average 
earners’ incomes would increase by only 1.8% (Navidi 2017). Financial 
deregulation would annul the (limited) corrective measures and learning 
concerning re-regulation of the financial sector (Mackintosh 2016) that 
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followed the global financial crisis. US financial deregulation enacted now 
may have the further effect of impeding future global cooperation in this 
area. On 2 February 2017, President Trump, by executive order, demanded a 
review of the Dodd-Frank Act, whose remit was to prevent/manage/contain 
future crises. Trump’s review resonates with TiSA financial deregulation 
aims. 

 The stated aim of the new round of deregulation is to make US financial 
companies more competitive, but likely at the expense of global financial 
stability. The periodic crises since the late 1970s have been part of a larger 
boom–bust process. The underlying super-bubble based on credit expansion 
and financial multiplication has grown in potential for three decades. It has 
continued to grow after the weak recovery from the global crisis of 2008–
2009; and it has been gradually assembling conditions for an even bigger 
crash probably in the late 2010s, at the latest in the early 2020s (Patomäki 
2010, 79–80). The Trump administration’s financial deregulation policy 
seems to make an early large-scale financial bust more likely. The effects 
of financial deregulation, combined with other aspects affecting the future 
stability of respect for the rule of law within the US, may also have the unin-
tended consequence of decreasing the attractiveness of the US as a global 
economic “safe-haven”. 

 Tax cuts for the rich may also be accompanied by lax policy toward 
global tax havens facilitating avoidance, although economic nationalism 
logically encourages an interest in collection of US corporations’ worldwide 
profits. Financialization and the growing financial super-bubble contribute 
to growing inequalities by increasing r and decreasing g in Piketty’s r > g 
(without fully endorsing his concepts or analysis; see Chapter 5). Growing 
inequalities have added to the volume of speculation because the rich tend 
to consume only a small part of their extra income. For the same reason, tax 
cuts to the rich also have the lowest fiscal multiplier and weakest stimulat-
ing effect on the economy, thus probably aggravating the US federal budget 
deficit. The Fed can of course print more money, but not limitlessly and 
without consequences. 

 In terms of trade policy, only (D) in  Table 4.1  would take the world 
 directly  to a situation reminiscent of the early 1930s, while B and C are 
also a step in the same direction. Moreover, there is another path that may 
lead to the same outcome as (D). A new major global financial crash during 
Trump’s first term could easily trigger a further worldwide round of grow-
ing economic nationalism. It is worth stressing that in 2007–2008 it was the 
relatively benign international political context that prevented the bad situ-
ation from getting worse (Kishner 2014, 47). Disintegration means that next 
time the international political environment will be less benign. 
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 Conclusions: disabling effects and the possibility 
of transformative praxes 
 The current US course seems likely to create conditions for a new era of 
international discord, leading to further destabilization of the neoliberal 
world order model that it had itself co-designed (to project and protect its 
own advantages, interests and values on a world scale). Of course, Trump 
is erratic; and whether and to what extent Trump’s proposals will attain full 
Congressional approval and legislative authorization remains open, given 
the fi scal conservatism of many Republicans, and scepticism and resistance 
amongst many Democrats in Congress. The debacles concerning healthcare 
and Russia connections are a part of these struggles. 

 Path-dependent unintended effects of on-going developments in the US 
and many other parts of the world are producing the next major crisis, possi-
bly stirring up a process that leads to a major catastrophe. These unintended 
consequences will be disabling, calling into question the prevailing world 
order model, including its characteristic modes of subjectivity, practices and 
institutions. 

 Largely as a consequence of Trump, there has emerged “a lack of con-
sensus even on what a liberal order is” (Leonard 2017). There is growing 
perception and global comment that the era of Western liberal dominance is 
ending, and that a post-Western world order is dawning. At the same time, 
a Polanyian double movement is in motion, with right ideological mani-
festations being dominant for the time being. However, the whole idea of a 
world order is once again contested. The historical outcome of this global 
contestation, both ideologically and practically, will turn upon how states 
and social forces around the world act and respond in the coming period 
of global history. This outcome is indeterminate. Reality involves complex 
multi-path developmental processes that can be interwoven, or contradic-
tory. These overall processes are the topic of the rest of the book. 

 It would be premature to conclude that because historical developments 
are not smooth and linear, and because many developments at present seem 
regressive or chaotic, that there is no rational and progressive direction to 
world history. We can anticipate the construction of new common institu-
tions of international cooperation and global governance or government; 
evolving, in evolutionary or dialectical fashion, replacing certain aspects 
of the authority of territorial sovereign states with more adequate (social, 
Keynesian, democratic) regional and global arrangements. They can be 
anticipated in terms of overcoming definite lacks, absences, problems and 
contradictions of the world economy incrementally or through many simul-
taneous institutional transformations. The main problem lies in addressing 
the concerns of people’s everyday life. 
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 Notes 
 1 Peebles (2017) provides an alarmist account (cf. WHO 2016). One problem with 

the data is that modern psychology and psychiatry take part in constructing new 
categories of illnesses and disorders, and there is a tendency to medicalize men-
tal and social-psychological phenomena. It is thus not clear what effects are 
independent of the shifting cultural meanings and power/knowledge regimes of 
modern capitalist market society (see Foucault 2008). 

 2 See the numerous commentaries by intellectual and political elites, distributed 
by Project Syndicate, e.g. Fischer (2017) and Leonard (2017). 

 3 US income distribution and economic inequality have been widely documented 
and analysed; see Rasmus (2010, E70–4, 215–23); Mah-Hui and Khor (2011); 
and Wisman and Baker (2011). 

 4 See e.g. Erik Sherman, “What a Trump Administration Might Mean for Income 
Inequality.”  Forbes , November 12, 2016. www.forbes.com/sites/eriksher-
man/2016/11/12/what-a-trump-administration-might-mean-for-income-ine-
quality/#5cff77d23a78; Gina Chon, “American Inequality Will Widen under 
Trump in 2017.”  Reuters , December 29, 2016. www.reuters.com/article/us-usa-
trump-breakingviews-idUSKBN14I1II; Charles Ballard, “Many of Trump’s 
Policies Will Further Intensify Income Inequality.”  The Hill , February 10, 
2017. http://thehill.com/blogs/pundits-blog/economy-budget/318941-many-of-
trumps-policies-will-further-intensify-income. 

 5 The explanation also resonates with Habermas’s (1987) thesis concerning the 
colonization of the lifeworld by the instrumentalist systems of money (capitalist 
markets) and power (bureaucratic state). The quantifi ed media of money and 
power that may follow a Kafkaesque or Marxian logic tend to destroy meanings 
and genuine communication, while remaining dependent on them. 

 6 Note, Kindleberger fails to account for neo-imperialism 1874–1914 (see 
Patomäki 2008). 

 7 It is worth noting that Gilpin’s and Kindleberger’s list is similar to what Bull 
(1977) identifi es as constitutive of “order”, which in turn is exactly the same as 
Hume’s principles of justice in capitalist market society. The three fundamental 
rules of Humean justice, namely, stability of possession, transfer by consent and 
keeping of promises, are claimed to be “laws of nature”. 

 8 Grunberg (1990) argues that the appeal of the theory stems from its mythic 
structure. The day-to-day dilemmas of US foreign policy makers are mixed 
with American ethnocentrism, assumptions about the benevolence of the US 
and claims that the “small exploit the rich” (this claim is at the heart of neo-
liberal discourse, discussed in Chapter 2). Further, the theory uncritically 
accepts the idea that free trade and security of property rights are public 
goods. 

 9 According to Triffi n (1961, see also 1968), if the US stopped running balance of 
payments defi cits, the world economy would lose its largest source of additions 
to reserves. The resulting shortage of liquidity could pull the world economy 
into a contractionary spiral. If US defi cits continued, a steady stream of dol-
lars would continue to stimulate world economic growth. However, US defi cits 
erode confi dence in the value of dollar, affecting its status as the world’s reserve 
currency. The fi xed exchange rate system could break down, leading to instabil-
ity. Triffi n’s idea was to create new reserve units. These units would not depend 
on gold or currencies, but would add to the world’s total liquidity. Creating such 
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a new reserve would allow the US to reduce its balance of payments defi cits, 
while still allowing for global economic expansion. 

 10 Among other uses, game theory was applied to develop nuclear strategies for the 
US during the Cold War. It is best seen as  constitutive  of some key state practices 
rather as an external explanation of them. 

 11 In the early 1990s, Cox (1996, 231–2, 311) foresaw remarkably well likely devel-
opments of the next 25 years. He analysed the neoliberal era in terms of a global 
Polanyian double movement and contestations among different social forces and 
world order models. The decline of hegemony in the system “undermines con-
viction in the legitimacy of the principles upon which the globalization thrust is 
grounded”. Segmented polarization leads to identity politics, where nationalism 
rises and “Islam, for instance can become a metaphor for Third World revolt 
against Western capitalist domination”. “The other tendency is toward a world 
of economic blocs”, competing for shares in world markets and raw materials. 
And “a fi nancial crisis is the most likely way in which the existing world order 
could begin to collapse”. 

 12 “Rex Tillerson Threatens to Withdraw from UN Human Rights Council to 
Improve Human Rights Secretary of State Is Deciding Where and How to Cut 
$10 Billion of US Funding to the UN”,  The Independent , Wednesday March 15, 
2017. www.independent.co.uk/news/world/americas/rex-tillerson-un-human-
rights-council-us-secretary-state-china-saudi-arabia-egypt-a7630531.html. 

 13 Export and import data suggests a rapid decline in US competitiveness, but real-
ity is more complicated. For example, Mandel (2012) argues that the decline is 
mostly due to the changing composition of the products traded internationally 
(the rest of the world is increasingly trading goods that the US does not produce) 
and the diminished share of US GDP in global output, i.e. not due to the relative 
competitiveness of US fi rms. 

 14 See United States Trade Representative: https://ustr.gov/. 
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 5  Piketty’s inequality r > g 
 The key to understanding and 
overcoming the dynamics of 
disintegration 

 The word integration comes from the Latin  integratus , past participle of 
 integrare , meaning “to make whole”. In French and English, the meaning 
of integration as “to put together parts or elements and combine them into a 
whole” has been common for centuries. Its antonyms include disunion, divi-
sion, separation and divorce. Brexit is an example of separation; the confl ict 
in Ukraine stems from divisions and discords that also concern Russia and 
the EU; and Trump’s economic and other policies tend to heighten regional 
borders and create major global rifts. These and other disintegrative devel-
opments in global political economy have involved slowdowns of economic 
growth, sudden economic crises and growing inequalities. 

 One of the key claims of Piketty’s  Capital in the Twenty-First Century  
(2014) is that there is a tendency for r > g, where r is the average annual 
rate of return on capital and g is annual economic growth. This is especially 
likely for regimes of slow growth. When this simple inequality holds it 
means that past wealth is becoming more important and inherited wealth 
grows faster than output and income. 1  If this is combined with the inequality 
of returns on financial or other investments as a function of initial wealth, 
the result is an increasing concentration of wealth and capital (443). For Pik-
etty, this is the “fundamental inequality” of capitalist market society, closely 
connected to its two “fundamental laws”. My question in this chapter is: 
Is the expression r > g also a key to understanding the dynamics of disin-
tegration in the world economy, especially as deceleration of growth and 
mounting inequalities also have implications on democracy and processes 
of political legitimation? 

 Piketty’s claim that r > g has been subject to much criticism (for a system-
atic review, see King 2017). The average annual rate of return on capital, r, 
conflates wealth (almost any asset with market value) and capital, K, that is 
actually used in the production process. A key part of capital in this sense 
K is human skills and know-how (e.g. Knibbe 2014, 159–61). Piketty relies 
on a number of standard ideas of neoclassical economics and thus ends up 
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assuming, by default more than on purpose, and not always consistently, 
that involuntary unemployment cannot prevail, that labour has no bargain-
ing power and that investments are not influenced by overall demand in 
the economy (Varoufakis 2014). Moreover, Piketty’s account is also too 
deterministic, often verging on the tautological. His equations lack Keynes-
ian endogeneity and over-simplify the consumption relation of wealth and 
income. They do not make it possible to calculate r for most historical peri-
ods (Mihalyi and Szelényi 2016). In open systems, technological changes 
and innovations – for instance in credit creation – can affect rates of return 
on different types of investments. Equally importantly, wealth and income 
distribution depend on institutional arrangements and power relations, as 
Piketty at times acknowledges. In contrast to neoclassical models, on which 
Piketty relies in many parts of his argument, they “have relatively little to do 
with marginal productivity in complete and profit-maximizing competitive 
market-models” (Syll 2014, 69). Last but not least, also Piketty’s datasets 
and data-representations have been argued to be unreliable (Galbraith and 
Halbach 2016; Wright 2015). 

 I am in broad agreement with most of these critiques. I take Piketty’s sim-
ple expression r > g not as “fundamental” or as a “law”, but as an organizing 
scheme with which we can explore the possible and likely consequences 
of g getting smaller; and something akin to Piketty’s r getting larger. For 
a quarter of a century r was smaller than g, but since about 1980, r > g 
has held, and this change captures and summarizes many of those com-
plex open-systemic processes that have resulted in the current disintegrative 
tendencies in global political economy. Piketty is right in thinking that r 
and g are related. The rate of per capita growth of the world economy first 
declined in the 1970s, when the Bretton Woods system in its original form 
came to an end, and then further in the early 1980s, with the advent of the 
global debt problem and the ascendance of neoliberalism. In Japan, Europe 
and North America, the decline of growth rates has continued unabated until 
the late 2010s. 

 As documented also by Piketty (2014, 22–7), both income inequalities 
and the wealth/income ratio started to rise in the 1970s and 1980s. This type 
of process easily becomes self-reinforcing via changing relations of power. 
Progressively more uneven power relations have meant that the wealthiest 
1% especially, but also the wealthiest 10% or 20%, have tended to increase 
their share of incomes and wealth. Income inequalities are only a part of 
the story. Asset price inflation in crisis-prone housing markets and, most 
importantly, in the volatile global financial markets have enabled the rich 
to translate their higher propensity to save to be translated into a constantly 
increasing share of aggregate wealth (cf. Varoufakis 2014, 52; see Patomäki 
2001, ch 2). A dramatic illustration of the power of these mechanisms and 
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tendencies is that by Oxfam’s (2017) estimate, by 2016 eight men have 
come to own the same wealth as the 3.6 billion people who make up the 
poorest half of humanity. 

 In the first section of this chapter, I describe and briefly analyse how 
growth rates and socio-economic inequalities are related. The difference 
between r and g has been growing, because GDP growth has slowed and 
because financialization and related deflationary consequences have in 
effect increased r. There are many possible explanations for this dynamic. 
Natural limits to growth may have started to bite. Deindustrialization and 
the changing composition of the economy have diminished GDP growth 
potential, especially in high-income countries; but I argue that the decelera-
tion of growth is due mainly to economic policy and cumulative causation 
related to the geo-economic shifts of uneven growth. Economic policy in 
turn is determined by relations of power. 

 Like many other researchers of inequalities, Piketty maintains that the 
developments we are now observing are likely to erode democracy and are 
difficult to reverse. So far only major catastrophes and especially two world 
wars have constituted sufficiently powerful shocks to change the direction 
of what he considers “fundamental” or “law-like” developments. Upon 
closer inspection, reality is more complicated. Reversing Piketty’s prob-
lematic, however, I argue that the concentration of wealth and the rising 
importance of past and inherited wealth are making a major economic and 
political disaster more likely under current conditions. 

 I conclude that the expression r > g captures some of the essential dynamics 
of the disintegrative tendencies in the global political economy. It follows that 
Piketty is also normatively right: something must be done. Piketty (2014, 532) 
argues that new solutions that a global tax on capital is the most appropriate 
response to this tendency towards socio-economic divergence and disparities. 
He considers it a utopian idea, but possibly realizable on a regional basis, per-
haps even in the relatively short run. The proposal for a global tax on wealth 
plays a critical role in Piketty’s overall argument. It is the chief normative 
conclusion from his analysis of the causes of the concentration of wealth. 

 I concur with Piketty that new tools are required to regain democratic 
control over the globalized financial capitalism, and that a global tax on 
capital is a promising idea. Toward the end of this chapter, I make further 
three points. First, tax reforms are not only made possible or at least easier 
by major wars, as Piketty maintains; arguably it is also true that concentra-
tion of wealth makes major wars more likely. This point strengthens Pik-
etty’s argument and underlines the urgency of reform. 

 Second, on a more critical note, the choice between a utopian global 
approach and a more feasible regional approach to the tax is misleading. 
There are easier ways to realize a global tax. Third, while Piketty’s exclusive 
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focus on wealth distribution may make it plausible to assume that a single 
global tax would suffice to reverse the trends of the past decades, in real-
ity economic policy involves many issues and concerns a number of other 
processes. A global tax on capital would have to be accompanied by a more 
general shift towards global Keynesian economic policies. This would not 
necessarily make changes more difficult. 

 The slow-down of growth 
 It is important that we understand the interpretative and metaphorical nature 
of claims about economic waves and eras. Even quantitative data and its 
underlying data-coding procedures are theory-laden. For instance, Anwar 
Shaikh argues in his  magnum opus  that “the history of capitalism over the 
centuries reveals recurring patterns of long booms and busts” (Shaikh 2016, 
726; reviewed Patomäki 2017). In his fi gure 16.1, Shaikh displays what 
he calls the “US and UK golden waves”, or long waves of national price 
levels measured in terms of gold. His fi gure seems to indicate an upward 
long wave from 1980 to 2007. I disagree. I have previously expressed the 
opinion that there is no upward turning point in the early 1980s (Patomäki 
2008, ch 5). Our differences point to the diffi culties of reading macrohistory, 
that is, of telling plausible stories about world history. 

 In Shaikh’s figure 16.1, he assumes price-level deviations from a fitted cubic 
trend, where price levels are measured in terms of gold (the price of which var-
ies for all kinds of reasons, not least in response to turbulence in the financial 
markets). He must then take many steps of theory-laden interpretation to move 
from this assumption to his conclusion that there was an extended upward 
long wave in the world economy in 1983–2007. Just as plausibly, this wave 
may reflect changes in the price of gold, which would be consistent with the 
hypothesis of rising volatility and uncertainties due to financialization. 

 As a measure of economic activities and value, GDP is biased in several 
ways, favouring private market transactions and commodification. GDP is 
not a measure of welfare or well-being (see note 8 of  Chapter 2 ). Many parts 
of it are estimated rather than observed directly. GDP comparisons involve 
many choices, for instance about the base year and measure of value. We can 
nonetheless use it as the most readily available proxy for economic activity 
and value produced.   

  Figures 5.1  and  5.2  display world and high-income countries’ GDP per 
capita growth rates as measured in constant 2010 US dollars during the 
last half-century. These figures include a dotted line indicating a moving 
average of the past ten years. In the light of these two figures, the existence 
of what Shaikh considers an upward long wave from the early 1980s to 
2007 is a matter of perspective. In  Figure 5.1 , if we look at the moving 



  Figure 5.1  World GDP per capita growth rates 
 Source: Data from World Bank 2017,  World Development Indicators , at http://databank.world-
bank.org/data/reports.aspx?source=2&series=NY.GDP.MKTP.CD&country=WLD#. 
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  Figure 5.2  High-income countries’ GDP per capita growth rates 
 Source: Data from World Bank 2017,  World Development Indicators , at http://databank.world-
bank.org/data/reports.aspx?source=2&series=NY.GDP.MKTP.CD&country=WLD#. 
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average and select 1983 as the base year, the period until 2008 was indeed 
a period of continuing and accelerating growth. However, in the 1960s 
and 1970s the average growth rates was 3–4% per capita. This was the 
“golden age of capitalism” and state socialism. These average rates started 
to decline in the 1970s, reaching 1% in 1983. Since then they have varied 
between 1% and 2%.   

 Growth deceleration in high-income countries has been more systematic 
and persistent, as  Figure 5.2  shows. The difference between world and high-
income country is mostly due to the growing weight of China and India. In 
1992, their share of the world economy was 7.9% and in 2015 24.2%. This 
is especially significant for the post-2007 trend. For high-income countries, 
the moving average has fallen below 1%, and we know that for the Euro-
zone average output growth 2009–2016 was 0.4% ( Table 2.2 ). This is low 
even when compared to late-nineteenth-century rates. 

 The starting point for adequate analysis of these trends is that they occur 
in open systems with many tendencies and mechanisms. Social systems 
are also overlapping and inter- and intra-related (this is a key reason why 
we should consider the whole global political economy as our chief unit of 
analysis). The effects of various tendencies and mechanisms can be delayed, 
overlapping, mutually reinforcing and/or contradictory. In open systems, 
what explanation works and what does not work always depends on many 
things. Simple invariant regularities do not occur and unconditional conclu-
sions are rarely warranted. 

 One obvious explanation for the slow-down in OECD countries is that 
the composition of the economy has changed: deindustrialization has been 
coupled with a growing share of services. In many service sectors, labour 
productivity does not rise at all, while in others only a little. Orchestral 
training takes as long today as in the past and almost as many barbers are 
needed today as before to keep 100 people’s hair neat. 2  However, change 
in the composition of the economy is only part of the economic downturn. 
Growth has also begun to slow down because of natural limits (limits to 
nature) to growth, although the effects of these limits are likely to become 
more apparent only in the 2020s and 2030s. 3  

 Arguably, however, the slow-down of economic growth is, especially in 
high-income countries, a consequence of predominant economic policy. 
Prevalent economic thinking can have real effects through economic poli-
cies and can, in important part, be responsible for the phases of long waves. 
Keynesian and other heterodox economic theories help to understand the 
contradictory nature of current economic policy. For instance, the paradox 
of thrift tells us why the goal of saving by cutting public spending or lower-
ing salaries tends to be counterproductive. This and other economic para-
doxes, however, are not just about logic but about the actual behaviour of 
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actors. Their practical realization requires many simultaneous activities to 
occur in the same direction. Not all actors behave in the same way. 4  

 The policies of public authorities have significant effects on the develop-
ment of the whole economy. Expanding public expenditure will increase 
total demand, whereas deflationary economic policy reduces overall demand 
in relation to what would otherwise have been realized (an economy is a 
process in which all parts are always in motion). An important issue is the 
magnitude of the multiplier of public expenditure. The higher the multiplier, 
the more significant the dynamic effects are. Most of the total demand is still 
domestic. Part of the multiplier effect will flow to other countries, so one 
important aspect is also what other countries and the EU do and how inter-
national organizations and global governance systems work. The multiplier 
effect is the main reason why austerity does not work. 

 Differences in demand problems can result in uneven development – 
long-run growth divergences across countries or regions. This is because 
processes of uneven growth in the world economy involve not only vicious 
but virtuous circles of cumulative causation. 5  For instance, the Keynes-
ian demand-led Kaldor-Verdoorn’s effect may generate a virtuous circle 
between output and productivity growth (Kaldor 1966). Claims about the 
Kaldor-Verdoorn’s effect were originally based on an empirical observa-
tion that in the long run productivity generally grows proportionally to the 
square root of output. Output can only grow if there is sufficient demand for 
the produced goods, so an increase in demand can lead to investments and 
higher productivity (investments depend on fluctuations of uncertainty that 
are directly linked to effective total demand; Keynes 1937). 

 There are two main explanations for the Kaldor-Verdoorn effect: (i) econo-
mies of scale prevail in manufacturing and (ii) learning by doing increases 
skill levels and can lead to innovation. The Kaldor-Verdoorn effect also reso-
nates with the basic idea of new trade theory (Krugman 1979, 1980, 1981). 
Trade enables markets to grow, increases product diversity, brings benefits 
from economies of scale and causes real wages to increase. Although a scep-
tical post-Marxian economist may hold that the subsequent fall in profitabil-
ity will eventually undermine the effects of increased demand (Shaikh 2016, 
654–7), evidently China has sustained this effect continuously since the early 
1990s (25 years). A lot hinges on what “eventually” means in real geo-history. 

 How the slow-down of growth and rising 
inequalities are intertwined 
 Prevailing economic policies and corporate practices in the OECD world 
and elsewhere from the late 1970s and early 1980s has in general increased 
income and wealth gaps within countries. In some important ways, the 
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same is also true globally, although not in all dimensions (the growing 
middle classes in China and India implying reverse developments in 
some dimensions of measurement). The characteristic increase in income 
inequalities explains in part why GDP growth has declined, because 
inequality reduces consumer demand, which has multiplier effects. 6  The 
process of fi nancialization has enabled the rich to translate their higher 
propensity to save into an increasing share of aggregate wealth, but it has 
also contributed to a decline in fi xed real investment, 7  and at the same time 
increased instability in the global economy. 8  Moreover, the policies of 
austerity and competitiveness are contradictory within countries and the 
global economy, reducing total demand. Countries’ simultaneous efforts 
to increase exports by improving their own price competitiveness con-
found the goal of economic growth. 

 The slow-down of growth and rising inequalities are interwoven in com-
plex ways. Arguably they also have a common origin. Korpinen (1981, 14) 
states an important hypothesis: monetarist, or free-market economic poli-
cies, tend to contribute to recession and deflation, and Keynesian and mon-
etarist policies occur in long cycles of learning and unlearning. However, 
Korpinen does not discuss the role of power relations. The value of money is 
a key point of political contestation (low inflation benefits those with wealth 
and liquid capital) and economic policies also involve income distribution. 
Moreover, power relations based on private property rights and an uneven 
distribution of property – constitutive of capitalist relations of production 
and exchange – may in part account for a tendency towards the prevalence 
of orthodox policy-making. Orthodoxy assumes self-correcting capitalist 
markets in a state of (approaching) equilibrium that is normally beneficial 
to all parties. 

 A key source of the power that has regenerated economic liberal ortho-
doxy is the discrepancy between the limited reach of territorial states and an 
open world economy. Neoliberalization originates in conflict over income 
distribution, competitiveness and power in the context of this widening 
discrepancy. The power of the neoliberal field stems both from the inner 
structures of liberal-capitalist market society and from its generic potential 
for spatial extension (see Harvey 1990, 2005; Patomäki 2008, chs 5–6). 
Throughout the Bretton Woods era, territorial states remained the main 
locus of regulation and the sole locus for tax-and-transfer policies. At the 
same time, the rules and principles of Bretton Woods and GATT were meant 
to ensure gradual liberalization and re-integration of the world economy. 

 By the early 1960s, the re-integration of the world economy had pre-
sented opportunities for business actors to resolve problems through reloca-
tion. The ensuing transformations also involved explicit political choices. 
President Nixon made the key decision in 1971 to disconnect the value 
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of the US dollar from gold. This was a choice between unilateralism and 
multilateralism; unilateralism was also justified in terms of a belief in “free 
markets”. The ideas associated with neoliberalism entered the public sphere 
more forcefully after 1971–1973. Once the structural power of transna-
tional capital and neoliberal globalization had gained the ascendancy, the 
reinstatement of economic liberalism has followed its own self-reinforcing 
dynamics (Patomäki 2008, chs 5–6). 

 The process of reinstating economic liberalism involves positive feed-
back loops through the realization of its preferred institutional arrange-
ments, which tend to reinforce its potential. The dynamics of this process, 
characterized by positive feedback to at least some actors, have the power 
to support and institutionalize the original choice(s). In a reciprocal pro-
cess, actors may lock themselves into epistemic positions that then consti-
tute their  habitus , i.e. mode of being and agency. Political settings where 
one set of actors must initially impose their preferences on another through 
an open conflict (“the first face of power”) may change, rendering open 
conflict unnecessary because power relations are so skewed that reactions 
are anticipated (agenda control, “the second face of power”) or ideological 
manipulation arises (“the third face”) (cf. Pierson 2004, 37). 

 In a capitalist market society, the general tendency towards the preva-
lence of free market policies seems to become stronger when (i) economic 
developments have been favourable at least in the centres of the world 
economy, and inflation is increasingly seen as the main problem (see end-
note 8); and/or when (ii) the position of private capital becomes more secure 
in terms of structural power and/or political positioning. Once dominant, 
however, orthodox policies may contribute to the slowed economic growth 
through mechanisms efficacious in different geo-historical contexts. Geo-
historical differences notwithstanding, there seems to be a general tendency 
towards gradually deepening deflation, that is, a downward phase involving 
under-consumption/overproduction, unemployment, stagnating or declin-
ing prices, social problems and political reactions. These developments are 
closely entangled with growing inequalities in incomes and wealth. 

 Large-scale wars and tax reforms 
 Although there are no fundamental or unchanging laws in political economy, 
given the constitutive principles of capitalist market society and the discrep-
ancy between states and the world economy, could it be that only in specifi c 
circumstances that countertendencies to orthodoxy become strong enough 
to make a real difference in policy-making? The twentieth-century world 
wars were major economic and political shocks. Piketty argues that “we 
can now see those shocks as the  only  forces since the Industrial Revolution 
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powerful enough to reduce inequality” (2014, 8; italics HP). This is a point 
repeated several times in  Capital ; he also provides ample statistical evi-
dence on the impact on the level of taxation and inequalities (18–20, 41, 
141, 287, 471, 498–500; but for words of caution Galbraith and Halbach 
2016; Wright 2015). 

 Piketty, however, is not fully consistent in formulating this point. Coun-
terfactual developments are uncertain. Without the shock of World War I, 
“the move toward a more progressive tax system would at the very least 
have been much slower, and top rates might have never risen as high as they 
did” (500). The war facilitated and accelerated, but it was not a necessary 
condition for, change. Democratization too seems to have played a facilitat-
ing role: “[P]rogressive taxation was as much a product of two world wars 
as it was of democracy” (498). One problem is, however, that democracy 
cannot explain the decline of progressive taxation and the return of widen-
ing inequalities since the 1970s. 

 Piketty turns his world-historical insight – that there is a close relation-
ship between major modern wars and reduced inequalities – into a question 
about possible futures. Must we wait for the next major (truly global) crisis 
or war? Or are peaceful and lasting changes possible? (471) For instance, the 
global financial crisis 2008–2009 was not compelling enough to make any 
major difference in terms of the underlying structural problems, including 
the lack of financial transparency (tax havens, etc.) and the rise of inequal-
ity. A more devastating economic and political shock seems to be required 
for real change to become possible. 

 This is an important problematic. Here I would like to reverse the ques-
tion. What will the concentration of capital and the rising importance of past 
and inherited wealth mean to the likelihood of a major economic and politi-
cal disaster? Piketty maintains that the developments we are now observing 
are likely to erode democracy. The concentration of capital can become 
acute – “levels potentially incompatible with the meritocratic values and 
principles of social justice fundamental to modern democratic societies” 
(26). Are these high levels also incompatible with democracy  per se ? What 
are the consequences of de-democratization? 

 Rawls (1973) states in  A Theory of Justice  that wealth can be translated 
into political influence in liberal democracies: 

 The liberties protected by the principle of participation lose much of 
their value whenever those who have greater private means are per-
mitted to use their advantages to control the course of public debate. 
For eventually these inequalities will enable those better situated to 
exercise a larger influence over the development of legislation. In due 
time they are likely to acquire a preponderant weight in settling social 



104 Piketty’s inequality r > g

questions, at least in regard to those matters upon which they normally 
agree, which is to say in regard to those things that support their favored 
circumstances. 

 (225) 

 As discussed  Chapters 2  and  4 , we can clearly observe the effects of such 
developments in the UK and the US. In the last few decades the US has 
become especially inegalitarian. For instance, the Task Force on Inequality 
and American Democracy (APSA 2004), formed under the auspices of the 
14,000-member American Political Science Association, concluded “that 
Progress toward realizing American ideals of democracy may have stalled, 
and in some arenas reversed”. The US political system has become more 
responsive to the needs and wishes of the privileged than ordinary American 
citizens. A further problem is that this process is self-reinforcing. Logically, 
in the absence of powerful countertendencies, over time democracy must 
become thinner and thinner. Real power relations turn asymmetric, refl ect-
ing the hierarchies of the inegalitarian society in which wealth and power 
are concentrated in the hands of relatively few. 

 The concentration of wealth shapes the production and distribution of 
knowledge in society. Humans tend to confirmation bias and filter evidence 
(Gilovich 1993). This gets stronger in increasingly homogenized organiza-
tional contexts (such as funding, ownership and power relations in educa-
tion and research, media etc). In this process, actors tend to lock themselves 
in increasingly narrow knowledge/power-positions, constitutive of their 
ethico-political identity and agency. Anything perceived as threatening 
basic values may be securitized; and anyone dissenting may be constructed 
as a potential or actual enemy. The logic of securitization in this sense can 
boost tendencies towards “inverted totalitarianism” (Wolin 2010). 

 These developments will not stay at home but spread through interna-
tional law. New constitutionalism (Gill 1992, 2008) is a political and legal 
strategy that has been actively pushed by the US and EU to disconnect 
economic policies from democratic accountability and will-formation by 
means of international treaties and institutions, often framed in terms of 
“free trade”. Many international treaties and institutions are more difficult 
to revise than typical national constitutions, providing protection against 
political changes. 

 There are two main reasons why these developments increase the like-
lihood of major economic and political shocks. First, they strengthen the 
relative power of actors who are predisposed to disregard economic poli-
cies needed to ensure full employment and stable economic development. 
To reiterate points already made, paralleling Kalecki’s (1943) argument, 
business leaders and capitalists wish to create circumstances in which 
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policies depend on their confidence; the scope of free markets is maxi-
mized; and hierarchical power relations in the workplace are ensured. Once 
this is achieved we should expect a slackening growth-trend; and within it 
unequal growth, concentration of capital and resources, oligopolization or 
monopolization of world markets and increasing oscillations with perhaps 
increasing amplitude, not least in finance. Thereby the likelihood of major 
economic crises and shocks must increase. 

 Second, de-democratization, securitization, enemy-construction and 
inverted totalitarianism are liable to generate and aggravate antagonistic 
relations with different others in a wide range of geo-historical contexts. 
For instance, the “what is good for us must be good for you” attitude can 
mean imperial-style involvement in the development of those regions 
that are either lagging or falling behind or where many actively resist the 
prevailing or hegemonic direction. Moreover, as Piketty stresses, when 
countries face increasingly adverse consequences from free market glo-
balization, some also respond by turning to nationalism and forms of 
protectionism – and to measures which are unacceptable for those who 
defend free market globalization and its neo-constitutional guarantees. 
Constellations of forces can change rapidly. When it is the US that turns 
to nationalism and forms of protectionism, this may become a security 
issue in the EU. These kinds of juxtapositions can pave the way for 
conflict escalation, increasing the likelihood of major political shocks, 
conflicts and war. 

 Global capital tax: from utopia to a feasible 
strategy of peaceful changes 
 If Piketty’s general analysis and my causal diagnosis of the prevailing 
trends pertains, then Brexit, Ukraine and Trump are symptoms of a deeper 
problem. This problem can also generate great power confl icts. It may, 
therefore, seem worrying that Piketty presents his global capital tax cure 
as “utopian”. Does this mean that there is no current feasible alternative, 
that the best we can do is hope that we will survive the inevitable global 
disaster, and await a subsequent more egalitarian society? What then? Will 
the cycle continue after this round? 

 Piketty is far from despairing, although he warns repeatedly of dire con-
sequences of on-going developments: 

 Admittedly, a global tax on capital would require a very high and 
no doubt unrealistic level of international cooperation. But countries 
wishing to move in this direction could very well do so incrementally, 
starting with at the regional level (in Europe, for instance). Unless 
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something like this happens, a defensive reaction of a nationalist stripe 
would very likely occur. 

 (515–16) 

 Optimistically, Piketty praises the recent progress of the proposed fi nancial 
transaction tax (FTT) in Europe, arguing that “it could become one of the 
fi rst truly European taxes” (562). Unfortunately, the situation is not simple. 
In September 2011, the Commission proposed the FTT should be realized in 
the EU, and is economically necessary and in the interests of fairness. Dur-
ing the global fi nancial crisis, EU leaders also pushed the FTT onto the G20 
agenda. At the G20 summit in Cannes November 2011 several countries 
joined the US in opposing the idea. 

 The September 2011 Commission proposal comes close to Piketty’s idea 
of “one of the first truly European taxes” (although falling short of the global 
idealism of the Tobin tax movement). In June 2012, it was concluded that 
the proposal for a FTT would not be adopted by the Council within a rea-
sonable period, and enhanced cooperation (at last nine member states agree 
and coordinate to further integration) was the only way to proceed. The UK 
challenged even this idea in the European Court of Justice. Although the 
ECJ dismissed the UK’s action April 2014, the current proposal seems more 
like an agreement to jointly implement national taxes than a European tax. 
Its actual practical form remained undecided summer 2017. 

 According to Piketty, the FTT is less significant than a tax on capital or 
corporate profits (562). It is less ambitious than Piketty’s proposal, which 
also confronts problems even if restricted to the EU. The first problem is 
that a realistic analysis of power relations and the state of democracy in 
the EU indicates that the “wishes” of business leaders and capitalists, in 
the Kaleckian sense, have become entrenched in the prevailing EU culture, 
vested interests and institutional arrangements, make change difficult. Even 
if some member states may conclude that progressive changes are needed, 
and even when some rethinking and learning occurs within the Commis-
sion, the cumbersome structure of the Union makes it exceedingly difficult 
to implement new ideas (Patomäki 2014). 

 The second problem is that the EU is for many purposes comparable to 
some of the largest states in the world economy. As much as a EU-wide 
capital tax could do in Europe, from a global perspective it would be no 
more than a “national” solution – potentially vulnerable to the exit options 
of capital provided by economic globalization. 

 There is a better way, however. The enhanced cooperation procedure can 
be globalized. Any coalition of willing countries can start a system of global 
taxation by negotiating a treaty, which establishes a system of taxation and 
a new organization to govern the tax and some of its revenues. 9  The system 
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can be designed in such a way as to encourage outsiders to join. If the idea 
is to regain democratic control over globalized financial capitalism, the tax 
system must be democratic. A global tax organization could combine, in a 
novel way, principles of inter-state democracy (council of ministers), repre-
sentative democracy (representatives of national parliaments in its assem-
bly) and participatory democracy (civil society representatives). This would 
make it open to different points of view; capable of reacting rapidly to unex-
pected changes; and qualified to assume new tasks if needed. Alternatively, 
a directly elected body is possible as well. 

 By way of conclusion: the need for global 
Keynesian economic policies 
 Is it true that a single global tax would suffi ce to cure the ills of capitalist 
market economy? In chapter sixteen, “The Question of Public Debt” (540–
70), Piketty discusses various questions of European and world economic 
policy: the appropriate role of a central bank; whether infl ation could be a 
solution to public debt and the need for redistribution; what kind of common 
European budget is needed and how it should be organized democratically; 
and what we should do to control climate change. None of these questions 
can be reduced to mere income or wealth redistribution. Piketty, too, seems 
to agree that more is needed than just taxation. 

 Nonetheless, Piketty’s overall argument is geared towards the promise 
that once wealth is redistributed through the global tax on capital, and via 
institutions of the social state, the capitalist market economy should work. 
This excludes questions related to Keynesian demand management. Piketty 
appears to explain the rate of growth, and especially the current slow growth 
period in Europe and elsewhere in the OECD, in terms of (i) some sort of 
normal rate of growth and (ii) a global convergence process in which emerg-
ing countries are catching up (72–109). “The history of the past two centu-
ries makes it highly unlikely that per capita output in the advanced countries 
will grow at the rate above 1.5 percent” (95). Piketty also hints at the pos-
sibility that the most recent waves of innovation may have a much lower 
growth potential than earlier waves (94); and notes that while in the service 
sector productivity growth has been slow or non-existent, nowadays some 
70–80% of the workforce in the developed world works in this sector (90). 

 These are all plausible hypotheses and possible partial explanations, 
but as explained in this chapter, they exclude Keynesian concerns about 
aggregate effective demand, nationally, regionally and globally. The lack of 
effective demand is the source of many contradictions in the global politi-
cal economy. For instance, states may be committed to improving their cur-
rent account balance by enhancing “competitiveness”. Yet current account 
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deficits and surpluses cancel out and, moreover, attempts to increase cost 
competitiveness through internal devaluation tend to prove contradictory 
due to decreasing effective demand. Moreover, in contrast to positive catch-
up processes that almost automatically even out development across the 
planet, post-Keynesian economists have stressed the equal importance of 
self-reinforcing tendencies towards uneven and contradictory trajectories 
of developments (e.g. Kaldor 1972, 1996). 

 These and other contradictions in the global political economy can be 
resolved by means of collective actions and by building adequate common 
institutions (Patomäki 2013, 164–93). For instance, it is possible to build 
a mechanism through which world trade surpluses and deficits are auto-
matically balanced through tax-and-transfer along the lines of the Keynes-
Davidson plan and a global central bank that can issue reserve money (see 
Davidson 1992–93; Davidson 2004; Stiglitz 2006, 245–68). Such institu-
tions can be characterized as global Keynesian, framing questions of public 
economic policy and politics on the world economic scale. Global Keynes-
ianism aims to regulate global interdependencies to produce stable and high 
growth, employment and welfare for everyone everywhere, simultaneously. 
To put it in Pikettian terms, a well-functioning global Keynesian system 
could make a big difference in terms of whether r > g or g > r. 

 A well-functioning global Keynesian system would require several new 
institutions. Reforms may be piecemeal, and proceed through coalitions of 
the willing, but are not necessarily separate. Processes are connected and 
interwoven, ideally forming an evolutionary process of mutual facilitation. 
Hence, it may become increasingly evident that global warming requires 
global Keynesian responses, such as a democratically organized global 
greenhouse gas tax and world public investments, rather than a cap-and-
trade system premised on the market. Accumulation of relatively small 
changes in specific areas may lead to ruptures and sudden transformations 
in others, as issues and processes are often linked. 

 Using this insight, a series of feasible political economy reforms can 
also be forged into a strategy of democratic global Keynesian transforma-
tion. After a critical point, directional change can become reinforcing, and 
this may also be deliberately purposed. In a best-case scenario, one world-
historical developmental path would be replaced by another. 

 Notes 
 1 See Pressman in Morgan (2016, 613–14): Suppose that a person starts out with 

$100,000 in inherited wealth and $100,000 in yearly labour income. If she 
receives a 5% return on her wealth, and her wages increase at a rate of 1% per 
year, then after 100 years her labour income would be $268,000 but her wealth 
assets would accumulate to $12.5 million and annual income from wealth would 
be $600,000 – far greater than her labour income. 
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 2 Termed “Baumol’s disease”. Baumol’s own solution was to increase the relative 
funding of sectors where labour productivity does not increase. As many of the 
services are best produced publicly, this means the expansion of the relative share 
of the public economy – and, at the same time, more limits to the potential for 
GDP growth. There is nothing wrong with this development. According to quali-
tative indicators, it is likely to mean an increase in sustainable welfare, though 
such connections must be empirically demonstrated. See Baumol and Bowen 
(1966) and Baumol (2012). 

 3 Meadows, Randers, and Meadows (2005) update the Club of Rome report. Stern 
(2006) expects global warming costs to reach several percent of global GDP per 
year. Over the past few years, studies on the limits to growth indicate that the 
trends anticipated by the Club of Rome have been becoming actual and that the 
collapse of industrial production at some point in the 2000s is still a likely scenario 
(for a good summary of relevant studies, see Wikipedia’s http://en.wikipedia.org/
wiki/The_Limits_to_Growth # 2002 _30_years). 

 4 I summarized many of the best-known economic paradoxes and contradictions in 
Patomäki (2013, ch 2). 

 5 See Kaldor (1972, 1237–55); for recent analysis of the technology gap in trade 
and uneven growth, see Cimoli and Porcile (2011). 

 6 In mainstream economics, it is widely acknowledged that poorer households have 
higher “marginal propensities to consume”. One obvious implication is that any 
fi scal stimulus targeted toward individuals in the bottom half of the wealth dis-
tribution would be more effective than a blanket stimulus. (Carroll, Slacalek, and 
Tokuoka 2014; Carroll et al. 2016) 

 7 The dominance of fi nance changes business behaviour. Businesses will become 
increasingly concerned about making quick profi ts and at the same time increas-
ing their market value. The aim is to reduce short-term costs and one effect is to 
reduce long-term fi xed investment and original long-term R&D activities. Empir-
ical evidence supports theories about the decline in real investment. (Palley 2008; 
Treeck 2009a, 2009b) 

 8 Capitalist market economies tend to be ones where fi nancial capital and fi nan-
cial resources increasingly dominate politico-economic dynamics. In the past, it 
may have been learned that speculative fi nancial markets are unstable. Therefore, 
many forms of speculation are forbidden. As industrial economies grow, and as 
business resources grow and the power of capitalist interests are strengthened in 
society, trust that good times will continue forever gets stronger. Deregulation is 
demanded in the hope of faster profi ts. When the opportunity and profi t oppor-
tunities that are opened seem attractive, a positive feedback loop is generated: 
further deregulation will be required. Countries can also try to use quick returns 
from fi nancial markets as a competitive advantage. See Minsky (2008). 

 9 For a more detailed analysis of such a possibility, see Patomäki (2001, chs 5–7) 
and Patomäki and Denys (2004). 
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 Civilization is in a race between education and catastrophe. [. . .] We cannot 
tell yet how much of the winning of catastrophe still remain to be gathered 
in. New falsities may arise and hold men in some unrighteous and fated 
scheme of order for a time, before they collapse amidst misery and slaughter 
[. . .]. Yet, clumsily or smoothly, the world, it seems, progresses and will 
progress. 

 H. G. Wells,  Outline of History , “The World after 
the Great War” ([1920] 1931, 1169) 

 Aside from Brexit and potentially Grexit; the confl ict in Ukraine involving 
Russia, the EU, NATO and the US; and Trump’s presidency, the world is 
beset by many similar disintegrative developments. Within the EU, conser-
vative national–populist forces have turned Poland and Hungary increas-
ingly authoritarian. National Front France secured 34% of the vote in the 
second round of the French presidential elections May 2017, more than any 
previous election. The military  coup d’état  attempt and its repressive after-
math in Erdogan’s Turkey have all but ended EU membership talks. Turkey 
now verges on dictatorship. 

 Shinzo Abe, Japanese Prime Minister since 2012, expresses nationalism 
by, for example, advocating more proactive defence policies and encour-
aging revisionist stories of Japan’s twentieth-century history. Though the 
extent of his nationalism is controversial, Abe’s policies have been part 
of the increasingly tense East Asian security complex. National–populist 
developments can be observed elsewhere, for example in Indonesia, becom-
ing particularly marked during the 2014 presidential election and under the 
subsequent Widodo administration; and in the Philippines, since Duterte 
was elected President May 2016. Right-wing nationalism and populism are 
not just a Western phenomenon. 

 From the viewpoint of my analysis in this book, the cases of China and 
India are more difficult to explain. The two most populous countries have 
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gone through a period of rapid economic growth. Why should they expe-
rience a shift toward nationalism and, in the case of India, also toward 
exclusive Hindu-populism? The Bharatiya Janata Party (BJP) has existed 
for decades, preceding the era of growth, and is somewhat comparable to 
Putin’s United Russia. But it is also analogous to the convergence of social 
forces in Britain that led to Brexit. The BJP-led coalition has supported 
neoliberal globalization and related policies. One aspect of Indian economic 
growth is that Western multinational corporations have moved many of their 
activities to India, contributing to economic growth. India is the second 
most inegalitarian country in the world and disparities there are growing. 
As the caste system and other reifications of class differences fade away, 
rising resentment is directed against different, lower or threatening others, 
not unlike in Europe, the US and China. 1  

 China’s President Xi Jinping’s nationalistically assertive foreign policy 
combines with advocacy of free trade and globalization, in a context of 
securing the state’s strong regulatory and fiscal capabilities. In China the 
rate of investment and saving is very high, which means that consump-
tion has risen modestly in relation to growth (the share of final household 
consumption declined continuously from 70% in 1962 to 36% in 2007 and 
has grown only very marginally since then, whereas in the world as a whole 
this share remains at around 58%). 2  Moreover, the Gini coefficient has risen 
from roughly 0.3 in the 1980s to 0.49 in the mid-2010s, with the richest 1% 
of households already owning a third of the country’s wealth. 3  

 While economic growth and its positive effects for the growing middle 
and upper classes have provided legitimacy to the ruling party, and while 
GDP per capita has continued to rise rapidly, since 1997 the Chinese GPI 
(Genuine Progress Indicator) has improved only slightly (Kubiszewski et al. 
2013, 61–2). This indicates that even in China r > g may hold in some sense. 
Economic improvements may also have spurred expectations about democ-
ratization. A plausible hypothesis is that the Chinese leadership has resorted 
to the “rally-around-the-flag” effect, habitually articulated in terms of over-
coming “the century of humiliation” whilst expressing the rising power of a 
“harmonious nation” and growing economy, to gain legitimacy. 

 From a global political economy perspective, all these developments are 
interconnected. A part of the story is that capital is exercising exit options, 
which often means that activities are diffusing from (what used to be) the 
core to (what used to be) the periphery. Changing power relations reso-
nate with the global relocation of industrial and other economic activities. 
As a result, the core resorts to cost reduction and deflationary economic 
policies to retain industrial and other activities as much as possible, while 
the periphery relies on expansive strategies of export orientation. Soon 
interlocked vicious and virtuous circles start to transform what is core and 
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what is periphery. “The pace and pattern of global growth is conditioned by 
‘under-consumption’ in some regions of the world and ‘over-borrowing’ in 
other regions” (Cripps, Izurieta, and Singh 2011, 232). 

 This imbalance would seem to favour countries like China, but reality 
is more complicated. Chinese under-consumption diminishes global aggre-
gate demand and thus weakens economic growth potential (in China the 
Kaldor-Verdoorn effect may dominate but not forever). The global imbal-
ance predisposes the world to financial and other crises, which not only 
affect China but may also start there. Moreover, the first part of the Polany-
ian double movement involves increasing inequalities and commodification 
in China and other rising economies, which tend to have political repercus-
sions through mechanisms I set out  Chapters 2 – 5 . 

 The main point is that market globalism is not sustainable. After a period 
of liberalization toward what Polanyi called the stark utopia of free mar-
kets, global interconnectedness tends to generate disintegrative tendencies. 
Spatio-temporal processes are multiple. Sometimes they are mutually rein-
forcing, but they can be elongated, disjoint, intersecting, overlapping and 
contradictory. Throughout this book I have suggested that there is a tenden-
tial rational direction to world history – grounded in institutionally enabled 
and facilitated existential security and trust – toward global Keynesian-
ism, global social justice and global democracy. 4  A move in this direction 
requires new levels of personal and institutional reflexivity and organiza-
tional complexity, especially on a planetary scale. 

 Reflexivity means the capacity of actors to reflect – in consciousness and 
discourse – on their own conditions and place such that both can change. 
Holoreflexivity means that one can see oneself as an active part of a dynamic 
whole. Holoreflexivity involves a holistic analysis of mechanisms, structures 
and processes which is not only global but also planetary: “It is global in 
that it encompasses all social groupings, communities, cultures and civilisa-
tions, and planetary in that it comprises the totality of relationships between 
the human species and the rest of the biosphere” (Camilleri and Falk 2009, 
537). My overall argument is that holoreflexivity is the next  rational  step 
in the mutually reinforcing processes of complexification and increasing 
reflexivity, and that there is a real tendency toward that direction. 5  

 In the rest of this concluding chapter, I first discuss briefly three elements 
of rationality that constitute movement toward holoreflexivity and global 
Keynesianism, justice and democracy. I bring the book to a close by outlin-
ing the shape of things to come by discussing scenarios about possible and 
likely futures for the EU and for the whole world system. These are big 
themes and space is limited, but my analysis of disintegrative tendencies in 
the global political economy would be incomplete without considering the 
possibilities for enlightenment in the twenty-first century. 
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 On the rational tendential direction of world history 
 Three elements of rationality constitute the tendential directionality of world 
history. The fi rst is truth, involving criticism of falsehoods and attitudes that 
sustain falsehoods. The second concerns overcoming contradictions through 
collective action and common institutions. And the third involves normative 
universalizability and our capacity to resolve social confl icts. 

 Criticizing falsehoods 

 Truth and social scientifi c explanations have normative and political impli-
cations. It is of course not possible to know the world except under certain 
geo-historical, transient descriptions, but rational judgements about those 
descriptions are nonetheless possible. 6  Consider the beliefs of a typical voter 
for “Leave” in the UK 2016 referendum or for Trump in the US 2016 Presi-
dential elections. There is a divergence between the real causes of the condi-
tions they criticize and the stories they tell or take for granted about those 
conditions. Falsehood is never categorical, but always a matter of degree. All 
suffi ciently consistent and comprehensive points of view have a non-zero 
status of validity; and even more limited perspectives can contain a grain 
of truth. Although the main elements of the geo-historical complex causing 
austerity, slackening growth, rising inequalities and erosion of democracy 
have little to do with migration, it is nonetheless true that with specifi c insti-
tutional and market arrangements and economic circumstances, migration 
can put downward pressure on local wages or employment (Gietel-Bastein 
[2016] talks about a toxic mix of immigration and austerity). At the same 
time, we know that high levels of migration and rapidly rising wages can 
be fully compatible, as demonstrated by the history of the United States or 
Australia, or European cases such as Sweden and Germany from the 1960s 
to 1980s. A point of view, or a claim, with a non-zero but limited status of 
validity can nevertheless be false in an essential sense (non-accurate, based 
on generalization of some aspect of a context-specifi c case, lacking explana-
tory power, misleading, illusionary, mystifying etc). 

 The same holds true for many metaphors, background assumptions and 
cognitive schemes accepted by a typical voter for “Leave” or for Trump. 
A metaphor may be apt (and in that sense true) because it structures one’s 
real experience. It is a metaphor to conceptualize time as a resource and 
time as money; in capitalist market society, this metaphor is constitutive 
of practices and thus structures our experiences (e.g. wage-earners are paid 
according to the amount of time they work). And yet even apt metaphors can 
be misleading and in important regards false. 7  If we only work for money 
and our work has no intrinsic value, the result is alienation. Similarly, the 
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family-metaphor can structure many experiences of the nation. We may 
feel it is good to be back “home” when arriving at a busy airport of a city 
where we do not live, with millions of people we do not know, but we can 
become aware of how relative that experience can be (or how easily it can 
be extended to other places). In the same way, the assumption that there is 
a fixed amount of work to be done within a national economy may look 
locally plausible under conditions of austerity, zero or negative growth, and 
high levels of unemployment, but it fails as a general explanation of avail-
able employment opportunities. 8  

 We can also criticize ignorance, indifference and illusions, which con-
tribute to asymmetrical relations of power and heteronomous determina-
tions. Hegel’s ([1910] 2003, ch IV.B) famous distinctions between different 
subservient attitudes to power continue to illuminate this problematic (here 
I rely as much on Bhaskar 1994, 1–3, 81–94). The first attitude Hegel con-
siders is that of the Stoic, who purports to be indifferent to the reality of the 
world. In explicit thinking, or in imagination, one is free and equal, but not 
in actual social practices and relations. Stoic unconcern can also result from 
prosaic cynicism: “I do not care; and what difference would my voting make 
anyway?” What the “Stoic” tries hard to ignore, the more advanced Sceptic 
(or contemporary postmodern relativist, who can declare there is nothing 
outside the unstable and constantly changing systems of signs) attempts to 
deny. But both the Stoic and the Sceptic end up in a theory/practice con-
tradiction. What they try to ignore or deny, they approve in practice. Laws 
ground private property that they must respect; institutional and market 
arrangements and economic circumstances dominate their lives; and they 
do acknowledge that a privileged few can easily translate money into power 
and  vice versa  in ways that also affect them. 

 The Unhappy Consciousness emerges when one sees all this, but imag-
ines another world, perhaps an after-world, where the reality of prevailing 
circumstances and relations of dependency are overcome. She may be reli-
gious, 9  but in the contemporary world the compensation for disappointing 
reality often comes in a fantasy world of sport, soap, nostalgia etc. In the 
twenty-first century, commercial media such as Fox News and tabloids such 
as the  Sun  combine scandals, sport, soap and nostalgia with nationalism and 
neoliberalism. 10  In an increasingly unequal society, a few billionaires are 
likely to emerge (including figures such as Trump), keen to pour generous 
funding into the Tea Party, the “Leave” campaign or Trump’s election cam-
paign. Money buys visibility and influence. 

 In this context, the Unhappy Consciousness may come to adopt the mas-
ter’s ideology, although the aim was to find solace in games, fiction and 
fantasy. When agitated by the consequences of economic crises or otherwise 
traumatically changing circumstances, this Unhappy Consciousness has the 
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potential for being transformed into angry anti-establishment politics. The 
paradox is that this kind of anti-establishment politics is framed in terms 
of the masters’ preponderant ideology. The emotional stance may have real 
grounds, but the response is misguided because of false ideological beliefs 
(based at a deeper level on economic theory and political philosophy). 
Although falsehoods may be relative, they are real. 

 Overcoming contradictions 

 More and better knowledge can make an important difference. Notably, 
knowledge can be about practical contradictions that tend to defeat the 
overt purpose of actions and policies. Contradictions in this sense can arise 
from incorrect beliefs about how things work (e.g. if one mistakes a poi-
sonous substance for medicine) or from the lack of generalizability (e.g. if 
everyone simultaneously attempts to avoid losing money by withdrawing 
all their savings from a vulnerable bank). The latter is a case of fallacy of 
composition, leading through self-fulfi lling effects to a bank run. Finally, 
contradictions can occur at the level of social systems, if there are organiz-
ing principles that work against each other (e.g. a Keynesian welfare state 
can be contradictory in an open and liberal world economy, where corpora-
tions can move their tax base elsewhere). Real-world contradictions are not 
categorical because whether the contradicting forces cancel each other out – 
or whether one force in the end annuls the other – depends on contingent 
circumstances (e.g. how much poison one takes; how many individuals are 
withdrawing their savings simultaneously; what factors other than taxation 
determine investment decisions). 

 Many contradictions can be overcome by collective action and by build-
ing adequate common institutions. As discussed on several occasions in 
 Chapters 2 – 5 , neoliberal states’ economic policies are contradictory in 
various ways. The attempts by states to be more “competitive” or “secure” 
than other states, or to have balanced budgets or ensure long-term fiscal 
sustainability, tend to result in self-defeating outcomes. Consider the case 
of world trade. The compositional fallacy occurs when it is assumed that 
what is possible for a single given actor at a given time is possible for all 
simultaneously. Overall, trade deficits and surpluses always cancel out, so 
it is impossible that most states would be simultaneously running surpluses. 
Over time, countries with trade surpluses tend to also accumulate savings 
surpluses, whereas countries with trade deficits tend to accumulate debt, 
resulting in global financial imbalances. Therefore, simultaneous attempts 
by all or most states to improve their trade balance can be contradictory. The 
likely overall result is a general reduction in effective aggregate demand in 
the world economy. 
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 Keynes’s (1942, 1943) plans for a Clearing Union involved an impartial 
system for the management of currencies, and a kind of world central bank 
responsible for a common world unit of currency, the bancor. Obligations 
would be made systemic, with financial positions defined against the rest 
of the world, not individual countries. At first Keynes proposed that sur-
pluses beyond a given amount would be fully confiscated for a global fund. 
His later, more modest formulations included mechanisms for transferring 
resources from surplus to deficit countries. A key idea was to enable a “New 
Deal” within every country, including full employment. 

 The 1944 Bretton Woods agreement did not include a world central 
bank or bancor or system of taxing the surplus. Instead, the IMF started to 
demand deflationary conditions on its loans. A few years after the end of the 
Bretton Woods era (1944–1973), the Third World debt crisis erupted. Both 
the IMF and the World Bank started to apply structural adjustment policies 
to crisis countries. The burden of adjustment was shifted onto deficit coun-
tries, frequently resulting in deep recession, high social costs and further 
accumulation of debt. 

 In this context, Keynes’s original proposal was renewed and developed 
further by the Brandt Commission (1980) and, most notably, by Davidson 
(1992–93, 2002, 2004). Davidson updated Keynes’s plan to meet twenty-
first-century circumstances with a more moderate version that requires nei-
ther a gold-based currency system nor a world central bank. Davidson’s 
version is to some degree more nationally oriented than Keynes’s original 
plan, and a supranational central bank is not necessary and, “at this stage 
of economic development and global economic integration, [. . .] not politi-
cally feasible” (2002, 209). Davidson’s plan involves a spectrum of differ-
ent capital controls (as did Keynes’s original). A country can only be living 
beyond its means if it is at full employment, but its deficit may still be due 
to poverty, in which case richer countries are obliged to help. The system is 
thus redistributive. If a member country accumulates excessive credit bal-
ances by running current account surpluses, it has three options to spend its 
credits: “(1) on the products of any other member of the clearing union, (2) 
on new direct foreign investment projects, and/or (3) to provide unilateral 
transfers (foreign aid) to deficit members” (Davidson 2004, 600). 

 Stiglitz (2006, 245–68; based on earlier edition of Greenwald and Stiglitz 
2010) outlines a prominent version of the Clearance Union plan. Stiglitz 
(with Greenwald) proposes a Global Monetary Authority and “global green-
backs”, an idea that comes closer to Keynes’s original proposal than David-
son’s version. Stiglitz holds the current dollar-system partly responsible for 
prevailing global financial instability. A jump to a new system based on an 
alternative national currency such as the euro or yuan renminbi would not 
solve the problem. A new global reserve system could finance global public 
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goods; and could demonstrate a commitment by the world community to 
global social justice (Stiglitz 2006, 266). Hence the Stiglitz–Greenwald ver-
sion introduces new ethical and political principles. Variations among the 
proposed schemes stem from differences not only in economic theory but 
also in ethical and political principles. 

 Ethical and political learning 

 Contradictions can be overcome by collective action and by building 
adequate common institutions, but the emergent question – exactly what 
institutions would be more adequate? – involves many ethical and politi-
cal considerations. Ethical and political learning concerns reasoning about 
social rules and principles. The more adequate the cognitive scheme of rea-
soning is for human cooperation and for resolving confl icts, the better it is. 
Normatively, a key consideration is the degree of generalizability – indicat-
ing acceptability and stability of judgements in differentiated and complex 
multi-actor contexts – and the related capacity for abstract role-taking. The 
self learns to assume the role and perspective of others. Higher-stage rea-
soning is more differentiated (implying a more nuanced understanding of 
social realities) and more integrated (implying symmetry and consistence) 
than prior stages. 11  

 The conflict in Ukraine has been moulded and conditioned through and 
triggered by political economy processes, but at one level it is also a clash 
between different “just causes” for war. Theories that give meaning to the 
basic metaphor of justice typically select one or a few models of justice, 
interpret and apply them in a particular way and exclude other models and 
their possible interpretations and applications. These biases and exclusions 
tend to legitimize asymmetric power relations. They may also generate 
conflicts. Conceptions of justice can clash, and clashes may escalate into 
violence. Furthermore, there is a strong tendency to fall back to lower lev-
els of moral reasoning under the stress of open conflict, due to the opera-
tion of various psychological conflict avoidance mechanisms. Violence and 
war can have far-reaching consequences on moral learning (see Habermas 
1979, 91–3). The problem is acute when actors narrativize experiences and 
social episodes in terms of good, justice and order on the one hand, and 
evil, injustice and chaos on the other, thus drawing unconsciously on mythic 
symbolic structures of heroism or Manichaeism that give meaning to human 
life and death (see Aho 1990). Collective evolutionary progress is realized 
in institutional mechanisms for resolving conflicts and deciding upon rules 
and principles. 

 Differentiated and generalizable self–other dynamics, and adequate moral 
reasoning, depend on the recognition of plurality of competing conceptions 
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of justice. Common institutions must be built accordingly. Rational dialogue 
on different models of justice is possible, but dialogical rationality means 
relativism. Epistemological relativism (which is consistent with ontological 
realism and the possibility of rational judgements and learning) means that 
we cannot trust anybody to know a priori, or with too much certainty, what 
models of justice to follow. Epistemological relativism is one of the main 
arguments for democracy. Without free speech, adequate public spaces for 
critical dialogue and equal access for all to collective will formation, any 
community may be led astray, including the world community. There is also 
the spectre of a vicious circle of the accumulation of power in the hands of 
powerful actors, groups or coalitions, just because they are powerful and 
can thus unilaterally shape prevailing moral conceptions, rules, principles 
and practices. Hence, an argument for global justice is decisively also an 
argument in favour of global democratization (see Patomäki 2006; Held 
and Patomäki 2006). 

 Following (i) criticism of falsehoods and (ii) proposals to overcome 
contradictions through collective action and common institutions, global 
democracy is the third signpost that establishes rational directionality to 
emancipatory processes in the current geo-historical conjuncture. Global 
democracy is about normative universalizability and the capacity to resolve 
social conflicts. Philosophical and political theoretical discussions can take 
the complex process of human learning further. For many theorists in the 
late twentieth century, the most advanced scheme of ethico-political rea-
soning seem to correspond to Rawls’s (1971) principles of democratic jus-
tice, but many critics – Frankfurt School theorists, post-structuralists and 
critical realists – have pushed the debate forward by arguing that the Raw-
lsian conception is monological, and propose dialogical and differentiated 
alternatives. 12  

 Habermas (1990, 197) formulates the basic principles of discourse eth-
ics, including “only those norms can claim to be valid that meet (or could 
meet) with the approval of all affected in their capacity as participants in a 
practical discourse”. Derrida (1988, 1992) emphasizes the constructed and 
open character of identities and shows how easy it is to fix one’s identity, 
in ways with potentially (perhaps metaphorically) violent effects. He also 
points to difficulties of creating ethico-political spaces free from asymmetri-
cal or biased power relations. Derrida’s interest lies in the conditions for a 
democracy to come, in which justice means thorough mutual respect for 
the other, all subjects reflexively understanding that their subjectivities are 
effects of language and world history. 

 Bhaskar (1993, 1994) in turn wants to draw attention to the multi- 
layered non-discursive conditions of fulfilling the universal norms of free 
 ethico-political discourse. Any possible approximation of the norms of 
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free discourse is always contingent upon many politico-economic, educa-
tional, ecological and other real conditions, and these must be considered in 
institutional design. 

 On the shape of things to come: nodal points 
and possible futures 
 In contrast to Hegel’s belief that what is rational is real and what is real is 
rational, the real and the rational are only contingently related. Enlight-
enment in the twenty-fi rst century requires geo-historically situated cri-
tique and transformative praxis. What emerges from the discussions of 
 Chapters 2 – 5  is that the global fi nancial crisis has been a world history 
nodal point. It has been a saddle point, inducing stasis and regression. 
Ten years ago I assumed (Patomäki 2008) that the election of George 
W. Bush as US President and the rise of explicitly neo-imperialist dis-
course would be a major turning point. Retrospectively, it has no doubt 
shaped Russian politics (resonating with its internal political dynamics), 
provoking a gradual turn in the orientation of the Putin regime, but oth-
erwise its immediate impact has been more limited than I anticipated. 
Instead, the global fi nancial crisis and its second phase, the Euro crisis, 
have turned out to be a watershed in the development of disintegrative 
tendencies both in Europe and in the whole global political economy. It 
is time to update scenarios about the shape of things to come, fi rst in the 
EU, then globally. 

 Three scenarios about the future of the EU 

 Trust in the EU has declined, in part due to a prolonged economic down-
turn and crisis (with deep roots in the global fi nancialization process), but 
in part because of what is perceived to be the technocratic, undemocratic 
or unchangeable nature of the EU. Exclusive processes of identity politics, 
securitization and enemy-construction also stem from existential insecuri-
ties. However, the future of the EU depends to a signifi cant degree on future 
economic developments. Precise predictions are not possible in open sys-
tems. Despite the EMU-driven tendency towards low investment and high 
unemployment, and despite expectations of a new major fi nancial crisis by 
2020, a lot depends on the precise budget positions and timing and nature of 
the next downturn or crisis. Even a relatively short-lived semi-recovery of 
the European economy would give time for the EU to evolve in novel direc-
tions, and semi-recovery is exactly what seems to be happening in Europe in 
2017. Also, the Brexit-mess and Emmanuel Macron’s election in May 2017 
have soothed the situation. 
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 The current EU strategy is to tighten the Union under the rubric of enhanc-
ing its external competitiveness. In practice, this amounts to austerity; fur-
ther market-based “reforms”; budget and labour market discipline (coupled 
with labour market “flexicurity”); internal devaluation and perhaps also cur-
rency devaluation; flimsy banking union; and development of elements of 
modest common fiscal capacity. 

 These policies feed into the first phase of the mechanism depicted in 
 Figure 3.3 . The explicit idea, however, is to increase demand for European 
goods and services in world markets – at the expense of other countries. 
As noted, world imports and exports cancel out; their overall sum is always 
zero. In Varoufakis’s (2016, 240) estimation, “to escape its crisis in this 
manner the Eurozone must reach a current account surplus in relation to the 
rest of the world of no less than 9 per cent of total European income”. This 
is unlikely to succeed, but if it succeeded, it would “destroy the hopes of 
America, China, Latin America, India, Africa and South East Asia for sta-
bility and growth”. The estimate of 9% is sketchy, a rough estimate of the 
needed scale, which depends on the rapidly changing economic context, 
but the argument is sound. 

 There is more than one possible future for the EU, however. One possibil-
ity is an increasingly disciplined and militarized Union. Common external 
enemies can spur unity. Perhaps the exit of Britain will facilitate consolida-
tion of the remaining EU via escalating conflict with Russia, the constant 
“state of emergency” related to the refugee crisis and imagined or real ter-
rorist attacks (often by migrant sufferers of class inequalities), increasingly 
strained relations with Turkey, economic competition with China and India, 
and the global consequences of Trump? 

 The two-phase mechanism presented in  Figure 3.3  can also be exploited 
to further a common European cause, which is something that is already 
happening in 2017. The identification of threats to “our European” existence 
can create unity and acceptance, or at least acquiescence, to strengthening 
the disciplinary rule and military nature of the EU. The Trump adminis-
tration demands more military spending by EU member states, but it also 
erodes trust in the transatlantic alliance. This increases the likelihood of the 
scenario of a military/security-based EU. From a cosmopolitan perspective, 
one of the ambiguities of the Union has always been the possibility that it 
generates a nationalism of its own and evolves into a military great power. 
What is more, expanding security and military spending significantly could 
boost the European economy. By pooling part of this spending through EU 
institutions, and perhaps by introducing EU taxes, the Union could manage 
to create some common fiscal capacity. 

 This scenario may not be the most likely, but it is becoming more proba-
ble. The Euro crisis distracted from developing a common European security 
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and defence policy, but that phase of the Euro crisis is over. While the US 
and NATO, together with EU member states, remain the main players vis-à-
vis Russia, and while the process of building an increasingly disciplined and 
militarized Union would take time, with several propitious circumstances 
coinciding and coalescing, attempts to construct such a union might suc-
ceed. The EU would then be on par with the USA, Russia, and China, a 
military superpower in the global insecurity community (as anticipated by 
Galtung [1973). The global insecurity community can be further destabi-
lized by new downturns and crises in the world economy. A new global 
power-balancing system between continent-based regional alliances would 
not necessarily be very different from the European past. This is not a good 
scenario for the world. 

 The third possible future would accord with the tendential rational direc-
tion of world history. The left cosmopolitan project to transform the Union 
could succeed at some point in the 2020s. There are various plans to use the 
resources of the European Central Bank and the instruments of the European 
Investment Bank to create a public investment programme on a European 
scale (e.g. Varoufakis, Holland, and Galbraith 2013); and to relieve national 
budget constraints, for instance by a new application of the so-called Golden 
Rule, exempting public net investment from the relevant deficit targets (e.g. 
Truger 2016). These plans do not necessitate changes in the basic treaties 
of the EU, so they could be implemented rapidly. 13  Moreover, the proposal 
for a Common Consolidated Corporate Tax Base (CCCTB) could be devel-
oped further and taken as a contribution to the EU budget. The procedure of 
enhanced cooperation could be used with some of the revenues channelled 
to a common fund or euro-area budget. These steps could explicitly ground 
Treaty revision, creating full fiscal capacities for the EU. 14  

 Apart from a diluted CCCTB (CCTB), none of these proposals is on the 
EU agenda in 2017. The first phase of the plan to “complete EMU” was 
due to be realized by summer 2017 and the last phase by 2025. If a will 
emerges to change the course of EU economic policy, it will take at least 
a year to start implementing even a modest plan. What is more, the pro-
posed – and even more so, the realistically achievable – scale of required 
expansion in public spending appears rather limited. Doubling the level of 
European Investment Bank lending or gradually adding about 1% of GDP 
deficit funding to public investments would boost the European economy 
to a degree, and these public investments could contribute to European rein-
dustrialization, but all this may turn out too little too late. At best, these plans 
could buy time. The realization of the DiEM25 scheme to democratize the 
Union would take time too. 

 I know only one way to deliberately speed up the process: the use of citi-
zens’ initiatives and referenda on the euro and related fiscal discipline. 15  In 
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any case, the purported DiEM25 first step is to achieve full transparency in 
decision-making. Written in autumn 2015, the manifesto demands that this 
should be realized within a year. More realistically, it is conceivable that 
transparency could become one theme of European Parliament elections in 
2019. Its successful implementation is yet another matter – as is whether EU 
citizens want it. The second demand is to convene “an Assembly of citizens” 
representatives’ within two years. Nothing like this is on the agenda in 2017. 
The Euro crisis and Brexit may have prepared the ground for revisiting 
and revising the Treaty of the EU in certain regards, but even in the best of 
circumstances, to initiate this kind of process would take at least 2–4 years. 
Currently, there is no political will to establish a directly elected constitu-
tional assembly. If anything, the EU has become more intergovernmental 
and German-dominated during the Euro crisis, and this may be difficult to 
reverse except in terms of securitization. 

 The current policies, principles and institutions of the EU generate coun-
terproductive politico-economic effects and suffer from problems of legiti-
macy. These effects and problems, which are not confined to Europe, give 
rise to tendencies towards disintegration. From the rational directionality 
point of view, the problem is the timing of the required learning and reforms, 
especially in view of the likelihood of a new global financial crisis. Modest 
policy proposals and tentative steps within the existing EU Treaty frame-
work may be too little too late. The question is whether there is enough time 
for deeper transformations in Europe and globally before a new regressive 
saddle point is reached. It would be better to avoid that point entirely. 

 Scenarios for the world 

 Here I can discuss only briefl y the two main sets of scenarios for the whole 
global political economy (cf. Patomäki 2008, 2010). Scenarios are (A) about 
possible paths that involve disintegrative tendencies and escalation of the 
emergent confl icts gradually assembling conditions for an ever bigger 
 crisis – or a full-scale global catastrophe. The contrastive scenarios (B) are 
based on the notion that rational, peaceful and democratic transformations of 
global governance are possible without a global catastrophe. In subscenario 
B 1 , long-term learning processes, combined with some sort of generic under-
standing of global threats, will suffi ce to generate a movement to transform 
and rebuild the systems of global governance. This movement will eventu-
ally also convince some governments to change and create new international 
and global law. In the more likely scenario, B 2 , the same thing will happen 
only after a series of relatively limited economic crises and wars. 

 The global financial crisis of 2008–2009 was a saddle point, inducing 
stasis and regression. At first the crisis prompted some neo-Keynesian 
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measures, but without any significant deviation from the substantive path 
of neoliberalization in most dimensions of policy (Patomäki 2009). No 
new worldwide transformative movement emerged, and global civil soci-
ety remains more marginal for high politics than it was in the aftermath of 
the Asian crisis (1998–2002). The responses to the 2008–2009 crisis and 
its repercussions have remained national and contradictory. The crisis was 
contained, and an arduous recovery of the world economy started in 2010, 
but was then further and significantly complicated by the euro crisis. Since 
then, the main responses have become even more liable to contradictions 
and further disintegration due to the reasons discussed in  Chapters 2 – 5 . 

 After a partial economic recovery, governments, central banks, media 
corporations and other authorized bodies have been returning to their offi-
cial policy lines and optimism, grounded in standard neoclassical theory; 
the bulk of regulators and law-makers have continued to pursue relative 
state-competitiveness and security at the expense of long-term stability 
and development, because they do not see any alternative either. As the 
“recovery followed by business-as-usual” scenario has proven right, the 
underlying super-bubble that has already lasted for more than three decades 
continues to grow and will likely gradually create the conditions for an even 
bigger crash in the late 2010s or, at the very latest, in early 2020s. As argued, 
the Trump administration’s demand for financial deregulation is likely to 
precipitate this process and make the next financial bust deeper. 

 There are “weak signals”, however, that indicate that the next crisis will 
not be just another saddle point, inducing further stasis and regression and 
hastening the process toward a global catastrophe, however likely that may 
seem now. One is that most young people in Europe or North America do 
not support right-wing nostalgia, nationalism and populism. Young people 
have potential for further ethico-political learning. This is the generation 
that has never seen anything other than neoliberalism. The search for alter-
natives, perhaps in the context of a series of limited near-future crises, can 
generate not only new networks and movements but also a search for new 
forms of political agency. While a transnational public sphere has existed 
since the mid-nineteenth century, a new kind of reflexively political global 
civil society emerged in the late twentieth century. Attempts to create wider 
civil society coalitions and to forge forms of global political agency have 
been largely unsuccessful. 

 In Patomäki (2011) I argue that transformative political agency presup-
poses a shared programme, based on common elements of a wider and 
deeper world-view, and a willingness to engage in processes of collective 
will-formation in terms of democratic procedures. From this perspective, I 
outline a possible organization and some substantial directions for a global 
political party. The point is also to respond to the criticism of existing parties 
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and cultivate the critical-pluralist ethos of global civil society, but in terms of 
democratic party-formation. Independently of this idea, the brief and weak 
spell of official neo-Keynesian learning that emerged in 2009 indicates that 
even within established sites of power, progressive learning can occur quite 
spontaneously. The next round of politicization may already be different. 

 Moreover, the institutions of governance associated with global scale are 
not necessarily more difficult to transform than those associated with more 
limited scales. The stasis of the EU is also due to its institutional design, 
which makes it highly resistant to any transformation. It is very difficult to 
change the EU, as its current institutional arrangements are “locked in” by 
neo-constitutional means, whereas it can be relatively easy to create new 
global institutions through a grouping of states. Any new world organization 
can be established, at first, by a grouping of like-minded countries, like the 
International Criminal Court was in the 1990s. Thus, it may be possible to 
achieve relatively rapid progress with a group of like-minded states, even 
though the aim must be a truly global organization. 

 The final conclusions 
 Once again, civilization is a race between education and catastrophe. The 
Industrial Revolution led to the unifying infl uence of economic globaliza-
tion, and yet “catastrophe won – at least to the extent of achieving the Great 
War” (Wells [1920] 1931, 1169). A century later, we may ask in the Wellsian 
spirit: how much of the winning of catastrophe remains to be gathered in? 
Many of the trends that we are observing are not particularly promising in 
this regard, at least not in the short or medium run. Disintegrative tenden-
cies in the global political economy will dominate developments in the late 
2010s and early 2020s, increasing the likelihood of a catastrophe, but these 
developments are complex and contingent, and there are countertendencies. 

 Most importantly, the tendential rational directionality of world history 
is grounded on universal human learning processes. For instance, as life 
expectancy has increased from 52 in 1960 to 72 in 2016, life is, in general, 
valued more highly than ever (think of how the death penalty is fading 
away), which is indicative of ethical and political learning. Furthermore, 
even amidst the apparent dominance of disintegrative tendencies, the pro-
cesses of globalization continue to alter our way of being in the world and 
propel us towards a cosmopolitan outlook (Beck 2016). 

 It seems that what we are witnessing in the late 2010s is a dialectic 
between three logics of identity and community. First, from the standpoint 
of neoliberal market globalism, differences and communities are hard to 
see. The economistic logic of this form of globalism precludes any explicit 
ethical and political considerations. Everyone must be identical and submit 
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to market globalism and its characteristic modes of thin subjectivity (e.g. 
calculative egoism, consumerism, resilience) and its characteristic socio-
economic effects (involving inequalities, etc.). 

 Second, as argued in this book, various political economy processes 
can accentuate differences into intensely and perhaps violently negative 
self-other relations. The concerns and anxieties of everyday life have the 
potential to be mobilized for antagonistic politics against both globalism 
and associated forms of otherness, such as immigrants. This mobilization 
occurs in terms of frames, categories, metaphors and myths that have been 
sedimented into the deep structures of national and religious imaginaries 
(cf. Patomäki and Steger 2010), from where they are again being drawn, 
also out of anxiety and for various strategic purposes. 

 The third logic is reflexive and concerns recognition and equality. 
Demands for recognition and equality will continue to diversify claims and 
open new possibilities. These demands can politicize market globalism in 
terms of problematizing the privileges and inequalities characteristic of 
market globalization. It is realized that there are other ways to organize 
democracy and relations of production and exchange, promoting trust and 
existential security. 

 In this chapter, I have argued that holoreflexivity is the next rational step 
in the processes of complexification and increasing reflexivity, and that 
there is a real tendency towards that direction. Proposals for a global tax 
on capital and global Clearance Union exemplify what this movement can 
mean in practice. The processes of complexification and increasing reflex-
ivity will evoke new imaginaries, identities and forms of political agency, 
which accord with contemporary scientific myths and truth-claims and with 
underlying and emerging ethico-political sentiments. The key task of future 
global reformers will be to ensure that evolving global rules and institutions 
will be made, and will remain, democratically transformable. 

 Notes 
  1 For example, “Inequality in India: what’s the real story?”, 4 Oct 2016 World Eco-

nomic Forum column by Nisha Agrawal, the CEO of Oxfam India, available at 
www.weforum.org/agenda/2016/10/inequality-in-india-oxfam-explainer/. I am 
thankful to Professor Samaddar, Calcutta Research Group, Kolkata, for illumi-
nating discussion on the political situation in India. See also Samaddar (2016). 

  2 World Bank data, household fi nal consumption expenditure, etc. (% of GDP), avail-
able at http://data.worldbank.org/indicator/NE.CON.PETC.ZS?locations=CN. 

  3 Figures based on a January 2016 Beijing University report, widely cited in 
the world press (e.g. http://thediplomat.com/2016/01/report-chinas-1-percent-
owns-13-of-wealth/). Different datasets give different fi gures. 

  4 See Bhaskar for the tendential rational directionality of geo-history concept 
(1993, 158–64,  et passim ). He argues “absence will impose the geo-historical 
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directionality that will usher in a truly humane human global society, mediated 
by explanatory critical and emancipatory axiological social science”. I have 
developed the argument that currently the rational direction is toward demo-
cratic global Keynesianism (Patomäki 2013, ch 8, 2014a). More broadly what 
matters is not any particular end state, but the objective process of human eman-
cipation, in which there are numerous different and historically evolving pos-
sibilities and participants, each with their authentic stories about the prevailing 
situation and desired direction. See discussion below concerning notions of truth 
and democracy. 

  5 Complexifi cation involves many qualitatively different elements, their functional 
differentiation and interconnectedness and emerging properties at various levels 
of organization. Camilleri and Falk (2009, 535–58). New properties at higher 
level of organization do not imply  per se  that the highest level will become the 
dominant spatial scale within a system of multi-spatial meta-governance, to use 
Jessop’s (2012) expression. 

  6 According to Bhaskar (1979, 80), one is justifi ed in characterizing a belief or 
theory as “ideological” if both (i) some relevant aspects or elements of that 
belief or theory are false; that is, one possesses a superior explanation for the 
phenomena; and (ii) one possesses an explanation of the falsity of the beliefs in 
question and why they are held. From this follows a negative evaluation of those 
practices and structures that produce or sustain the false beliefs or theories. For a 
sympathetic but critical reconstruction of this scheme of explanatory emancipa-
tion, see Patomäki (2002, ch 6). 

  7 Vico (1668–1744) fi rst argues in  The New Science  (1725) that metaphors and 
narratives may be true. Underlying this claim is Vico’s famous  verum ipsum 
factum  principle, which states that truths can be invented and constructed (this 
idea does not contradict scientifi c realism or the defi nition of truth as corre-
spondence). Lakoff and Johnson (1999, 72–3) discuss the aptness and truth of 
metaphors – metaphors can also have entailments that can be literally true or 
false – the Time Is a Resource and Time Is Money metaphors: “It is true that in 
this society we have to budget our time. It can be true that someone can waste an 
hour of our time” (164). 

  8 Mainstream liberal economics applies critique of the lump of labour fallacy to 
claim that it is not possible to raise the minimum wage without hurting employ-
ment (see Patomäki forthcoming), or that shortening the working day does not 
translate into more jobs. But the basic insight of economics that while immigra-
tion increases labour supply, it also increases demand for labour, is valid. More-
over, when migrants work, they also produce value and contribute to economic 
expansion. This does not mean that very high levels of immigration could not 
cause economic, social and ecological disturbances even in the best of economic 
circumstances; nor does it mean that the effects of migration would not depend 
on location, social positioning, policies and institutional arrangements. About 
the latter, see for instance the briefi ng of The Migration Observatory of the Uni-
versity of Oxford, available at www.migrationobservatory.ox.ac.uk/resources/
briefi ngs/the-labour-market-effects-of-immigration/. 

  9 See note 7 of Chapter 1. 
 10 In discussing whether it is possible to democratize the EU I have suggested: 

“Commercial media power is largely based on advertising. This suggests that tax-
ing advertising at a high rate, the game can be smoothed out and funds diverted 
towards supporting public media. The tax rate on mere image advertising could 
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be set at 100 per cent and the tax on other forms of advertising at 50 per cent. 
The tax could be agreed within the Union or, more preferably, globally. National 
authorities would collect the tax. A part of the revenues collected in Europe 
should go to fi nancing a public pan-European media company, which could 
operate via the satellites and the Internet, but may also be able to develop print 
outlets as well. Its explicit task would be to further democracy and cultivate 
principles and virtues of good public journalism.” (Patomäki 2014b, 126) 

 11 Here I am most indebted to Kohlberg’s (1971, 1973) “From Is to Ought: How 
to Commit the Naturalistic Fallacy and Get Away with It in the Study of Moral 
Development” and “The Claim to Moral Adequacy of a Highest Stage of Moral 
Judgment”, republished in Kohlberg (1981). Kohlberg died in 1987, but subse-
quent research has confi rmed, method-independently, the existence of a com-
mon scheme of development of moral reasoning and judgement, and related 
social perspective-taking, across a variety of cultural and politico-economic 
contexts (Boom, Wouters, and Keller 2007; Dawson 2002; Gibbs et al. 2007; 
see also Robinson 2007). 

 12 The more dialogical and differentiated alternatives do not imply endorsement of 
greater inequalities than Rawls’s (1971). Rawls’s democratic difference princi-
ple prescribes, among other things, that differences in socio-economic position 
and expectations should be allowed only if they improve the situation of the least 
favoured. “Inequality in expectation is permissible only if lowering it would make 
the worst-off social class even more worse off” (78). Rawls considers his posi-
tion to be more egalitarian than that of utilitarianism (implying also that the argu-
ment according to which incentives and innovations require inequalities is fairly 
weak). All readings of Rawls’s principle are geo-historically specifi c; usually the 
incentive-argument presupposes that selfi shness and greed are the accepted social 
norms, which of course is a contingent, context-dependent social occurrence 

 13 Galbraith, Meyer, and Patomäki (2016) start from the premise that immediately 
implementable reform proposals must be consistent with the Treaty of the Euro-
pean Union. We list various plans to use the resources of the European Central 
Bank and the instruments of the European Investment Bank to create a pub-
lic investment programme on a European scale; and to relieve national budget 
constraints for instance by implementing a Golden Rule approach, exempting 
public investment from relevant defi cit targets. We further complement these 
with several proposals to democratize Union practice. However, a more essen-
tial transformation of the EU requires changing the EU Treaty. 

 14 This proposal is related to the idea of a global capital tax. Corporate tax has 
fallen dramatically (tens of percent) in most countries. In addition, large mul-
tinational companies engage in aggressive tax planning, which further reduces 
tax revenues by at least a hundred billion euros a year in the EU. The EU has 
not been of any assistance in overcoming the tax war between member states. If 
anything, the tax “competition” has been more severe in Europe than elsewhere 
or globally. For four scenarios about realizing the CCCTB, see http://patomaki.
fi/en/2017/03/toward-a-common-european-corporate-tax-and-full-eu-fiscal-
capacity-four-scenarios/. 

 15 Civil society organizations and interested political parties could use the 
mechanism of citizens’ initiative to call simultaneously for referenda in the 
EU as a whole and within member states. A lot hinges on design of the ref-
erenda. A referendum should include multiple choices – the third option 
being the cosmopolitan Left’s alternative – and the voting system could be 
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designed to include multiple preferences (there are different methods of 
doing this). For further details, please see http://patomaki.fi /en/2016/01/
beyond-plan-b-and-c-on-the-use-of-citizensinitiative-and-referenda/. 
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