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TRANSLATOR’S FOREWORD

Sahra Wagenknecht is a prominent figure on Germany’s political 

stage. Since 2009 she has been a member of the federal parliament 

and the party leadership of Die Linke. She appears regularly on pub-

lic affairs talk shows and is frequently in the news. She is one of 

Germany’s intellectually strongest and economically most knowl-

edgeable politicians. While these are not the only, or even main, 

characteristics of a successful politician, they are all too rare in the 

country’s political class.

Like Chancellor Angela Merkel, Wagenknecht grew up in the for-

mer GDR (East Germany). She became politically active just prior 

to the fall of the Berlin wall in 1989. She is in the leadership of Die 

Linke, currently an opposition party in the German Bundestag with 

a feminist and socialist orientation. Wagenknecht may well earn a 

place in the German government, if not after the next elections in 

the fall of 2017, then at some future time.

Prosperity without Greed is in equal parts political analysis and re-

form program. It explains in clear and jargon-free terms how today’s 

capitalist economy really works, demonstrating how it runs afoul 

not only of basic ideas of social justice, but of the principles of a free 

market economy itself. She shows how today’s dominant financial 

sector functions and how “the one percent” end up with most of so-

ciety’s wealth, for which they do not have to work.

Most importantly, Wagenknecht sketches a vision of an alterna-

tive economy, a more genuine market economy without the domi-

nance of private capitalists. While private wealth can still be earned 

in firms in which the owner remains personally liable, the own-
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ership system of private shareholding, which she characterizes as 

“neo-feudalism”, will be largely replaced by enterprises that are “self-

owned”—employee-owned and common-good companies. Wagenk-

necht’s brand of socialism has significant elements of “market radi-

calism”, though clearly not of the neoliberal type which uses market 

ideology to disguise an anti-market and inegalitarian corporate or-

der.

It is clear by now that successful solutions for climate change-

induced problems will need to transcend the capitalist logic of limit-

less private capital accumulation. The significance of Wagenknecht’s 

work emerges in this context with particular force—a guide for pro-

gressive organizations, movements and activists for how the exist-

ing economy could be transformed. The book comes at what seems 

like an inauspicious time for radical reform ideas, with a reaction-

ary U.S. President recently installed in office. But political dynam-

ics tend to be unpredictable, which is why the prospects for radical 

change of a progressive kind cannot and should not be discounted.

Andreas Pickel, February 2017



PREFACE

The time is out of joint; O curs’d spite, 

That ever I was born to set it right!

Hamlet, in Shakespeare’s famous tragedy, 

surveying the state of his kingdom

Hamlet’s attempt to set things right ends in major bloodshed, sug-

gesting that such attempts ought not be imitated. Yet the lesson is 

not that we should simply accept society’s dissolution. Instead, we 

need to approach the problem in a way that rises to the challenge. 

Hamlet yearns to return to the good old days. But the future lies in 

what is new and has never existed before. Ideas for change should 

be assessed in terms of their plausibility and persuasiveness, not for 

whether they have a track record of success.

And isn’t our own time out of joint? Isn’t this what the news we 

hear and read on a daily basis, the online flood of information, tells 

us? The truth is, we all feel that things cannot and will not continue 

the way they are. The big question therefore is: what comes next?

Civilization in retreat

In many regions of the world, civilization is in retreat. Wars and 

civil wars have turned the Middle East and parts of Africa into a 

blazing firestorm. Public order is collapsing. Clan leaders, war lords, 

and terror militias are taking control. Fear, chaos, atrocities and ar-

bitrary killings are the result. Pretty much everywhere, the United 

States and European countries are involved in these conflicts. It’s 
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about raw materials and markets, profits and geostrategic advantag-

es, pipeline routes and the competition for power with the West’s old 

opponent, Russia.

More than 60 million people worldwide have lost their homes and 

have become refugees as a result of such conflicts. Some of them 

make it to Europe. The majority survive in camps and tent cities lo-

cated just outside their countries of origin: without work, without a 

future, without hope, relying on others to feed them and keep them 

alive.

Even in the advanced industrialized countries—islands of wealth 

with a comparatively high standard of living—life has become 

tougher rather than better for many people. Financial bubbles, eco-

nomic crises, unemployment, dying industrial regions, squalid bed-

room communities, jobs that don’t pay a living wage, poverty in old 

age, insecurity—all threaten our daily lives and frighten us.

After us the flood

Who is willing to find new solutions for our time, who has the abil-

ity, the courage and the right ideas? And who, conversely, has a se-

cret or not so secret interest in keeping things just the way they are? 

“Après nous le déluge!”—“after us the flood”—in the words of the 

legendary mistress of French King Louis XV, Madame de Pompa-

dour, in 1757 when bad news threatened to disrupt one of their lavish 

court celebrations. For the majority of French people at the time, on 

the other hand, life was no party—which is why the royal house of 

Bourbons would experience its own flood thirty years later.

“After us the flood” is not a particularly attractive slogan for those 

who are up to their necks in water. That was true in the eighteenth 

century. Is it not true in the same way today? What are we waiting 

for?

The richest 1 percent of the world population now has more 

wealth than the other 99 percent. 62 multi-billionaires own more 

assets than half of humanity combined1. At the same time, the in-
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equality of incomes and assets continues to grow, not only on a 

global scale, but also and especially in the old industrialized coun-

tries. Over the past twenty years, the exploding wealth at the top has 

ceased to pull up the middle class, let alone the poor. Their standard 

of living does not simply lag behind economic growth, it has become 

completely disconnected.

The tide that was once supposed to raise all boats now only car-

ries luxury yachts. Since the 1980s, average wages in the United 

States have stagnated, while lower wages have gone into free fall. 

In the meantime, Europe has adopted the same model. The upper 

classes are sitting in their penthouses, elevators on hold and ladders 

pulled up. The rest are lucky if they manage to continue living on 

one of the lower floors—which many don’t. This is the case not only 

in crisis-ridden Southern Europe, but also in wealthy Germany with 

its booming export economy.

Neither hard work and qualifications nor second or third jobs 

nowadays offer any guarantee of a relatively comfortable existence. 

Prosperity in the “middle of society”, to which political hypocrites 

like to appeal, has become fragile. Whereas in earlier years individ-

uals were able to rise—if not from dishwasher to millionaire, then 

at least from a working class background to the middle class—now-

adays the typical experience is one of decline. Rarely do children 

today fare better than their parents, while the opposite is often the 

case.

The inheritance club

One exception is the exclusive club of heirs who can expect a large 

inheritance that will insure a good life regardless of their own con-

tributions. The promise of social betterment, a main reason for the 

popularity of capitalism in the second half of the twentieth century, 

sounds hollow and has lost credibility. Once again it is social origin 

rather than talent and personal initiative that determines whether 
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one will reach the upper echelons of society’s income and property 

hierarchy.

Admittedly, jobs with good incomes that afford the classic stand-

ard of living of the middle class still do exist. However, for the most 

part, a high price has to be paid in return: extreme performance 

pressure, round-the-clock availability, a life devoted to work with lit-

tle room for family, friends, and leisure. Even for skilled workers and 

academics, sufficient incomes are no longer standard. A university 

degree does not protect you from low wages or the permanent inse-

curity of contract jobs and precarious self-employment. In South-

ern Europe, young people with top educational credentials face the 

choice between emigrating or remaining unemployed at home.

The number of people experiencing humiliating poverty in 

prosperous Europe is increasing. More and more people put only 

the cheapest products into their shopping carts, spend winters in 

under-heated apartments, and can only dream of occasionally go-

ing to a restaurant or taking a vacation. Perhaps what’s even worse 

is to see your children grow up in run-down apartment complexes 

such as the banlieues of Paris, where in chronically under-financed 

schools they learn about violence and crime rather than receiving a 

good education.

How do we want to live?

Do we really want to keep living this way? Do we want a society in 

which individuals are becoming increasingly ruthless because every-

one is always worried about crashing and joining the army of los-

ers—an army from which all too often there is no return? Do we 

want that insecurity and fear of the future shape our daily lives while 

it is sold to us as the new freedom? And if we do not want this, why 

don’t we resist? Why do we tolerate so much—all the imposition, 

humiliation, and hypocrisy that we see for what they are: simply 

lies? Why do we accept lives that are so much worse than what, with 
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a fairer distribution of society’s wealth, current technology would 

permit? We only have one life to live.

Do we really think it’s normal that a majority is forced to strug-

gle under increasing pressure just to maintain its standard of liv-

ing, while a few crisscross the oceans in ever more luxurious yachts? 

Why do we accept the fact that in spite of universal suffrage time and 

again a political process prevails which at best serves the interest of 

the upper 10 percent, and often just the richest 1 percent?

Less competition, more market power

Political decisions are responsible for having altered the face of our 

economic order in the transition from the twentieth century to the 

twenty-first—decisions made under the banners of more market, 

more competition, more freedom, more personal initiative, more 

growth. Their results are as easily summed up: less market, less 

competition, more speculation, more dependence and less growth.

Essentially, changes have occurred on three levels in particular. 

First, a framework of rules for economic life that was created in light 

of painful earlier crises has been demolished in the name of the free 

market. The most obvious, though by no means only, example for 

this is the financial sector. As a consequence, risky business models 

have multiplied, while the supposedly liberated market was flood-

ed with products that were profitable simply because the finance 

industries were allowed to externalize most of their cost. In the fi-

nancial sector, this applies to almost all forms of investment bank-

ing, to most so-called derivatives, and high frequency trade. It ap-

plies equally to the business idea of corporate raids and bankruptcy 

speculators, or to global tax savings models through which Ama-

zon, Ikea, etc., unlike smaller firms, dodge their obligations to so-

ciety. All the cunning tricks and techniques that those at the top of 

the wealth pyramid use successfully to evade taxes would not work 

without preceding deregulation and the removal of capital controls.
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Among the burdensome rules that were eliminated during the 

waves of deregulation were anti-trust laws, to the extent that they 

had retained any authority to curtail economic power in the first 

place. As a result of all this, from the world of banking to the digital 

economy, giant global corporations dominating markets and socie-

ties were set up whose business decisions now determine the course 

of the global economy. These corporations do not feel committed to 

anything but shareholder value. On account of their concentrated 

economic power, they are able to prevail in almost any industry and 

at the expense of other market participants. Instead of more com-

petitive pressure, decades of deregulation and market euphoria have 

produced a greater concentration of economic resources in far few-

er hands.

Labour protection as market rigidity

The power of a handful of global corporations was increased in the 

name of the market within their industry and vis-à-vis suppliers and 

customers. They have become more powerful also vis-à-vis those 

whose labour power creates their wealth and that of their sharehold-

ers. This is the second level where changes have occurred. Laws de-

signed to protect workers and employees from hire-and-fire prac-

tices of reckless profiteers were now referred to as “labour market 

rigidities.” When “structural reforms” are discussed in Europe, this 

is what is at stake. Social benefits, which in many countries were le-

gally regulated as part of a decent wage and once considered to help 

preserve human dignity in the face of illness, old age, or unemploy-

ment, nowadays are seen only as cost factors that put an excessive 

burden on businesses and need to be minimized.

Former German Social Democratic Chancellor Gerhard Schröder, 

supported by the Green Party’s Joseph Fischer, as well as current 

Christian Democratic Chancellor Angela Merkel, in this sense did 

create a New Middle Class. Thanks to the reforms of “Agenda 2010”, 

employees who in the past worked in regular full-time jobs with 
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decent wages and belonged to the middle class, nowadays work as 

temporary workers, contract workers, pseudo self-employed, limited 

term workers or part-time. Often their incomes have been cut in half 

in jobs with uncertain prospects; such workers are found in logis-

tics, on the assembly line at BMW, as cashiers in a drug store chain, 

or at home in front of a computer. Part of the experience of the New 

Middle Class is the fear of being fired in case of illness or of having 

to deal with large expenses, as well as the prospect of not receiving 

a sufficient pension after a long working life. Instead of boosting 

personal initiative and freedom, this is resulting in dependency and 

disenfranchisement.

New playgrounds for profiteers

The third level of so-called market orientation has affected areas pre-

viously served by public welfare organizations and the government 

that have become playgrounds for private profiteers. This trend 

started in housing, the postal service, telecommunications, energy 

supply, and the railways. It was subsequently extended to formerly 

municipal utilities such as water works, local transport and garbage 

removal, and finally reached schools, universities, care facilities, and 

hospitals. In most of these areas there is not, and cannot be, any 

real competition. As a result, no new markets were created. Instead, 

welfare agencies and public suppliers who had not exploited their 

monopoly position for profit maximization were merely replaced by 

those whose primary goal is precisely that.

The revenue of the affected enterprises has tended to develop in 

two directions: steeply upward for management, significantly down-

ward for employees. No one with a minimum of social conscience 

would find even barely acceptable the principle that those who pay 

the most are entitled to receive the best product when we are deal-

ing with basic services such as health care, education, or housing. 

Privatization has contributed to increasing inequality and social 
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polarization in many ways, without creating more competition or 

strengthening the market.

Twenty-first century economic feudalism

The distribution of wealth and power in today’s capitalism, even 

if at a much higher level of productivity and prosperity, resembles 

the period when Louis XV and Madame de Pompadour celebrated 

their lavish parties. As was the case in the Middle Ages, in the eight-

eenth century about 1 percent of the population belonged to the up-

per class. They owned the then important economic resources of 

arable land, grazing grounds, and forests. They dominated public 

life, jurisprudence, and the application of law. It goes without say-

ing that they did not pay any taxes. The remaining 99 percent of the 

population directly or indirectly worked for the richest 1 percent. As-

sets along with the corresponding social status were passed on from 

one generation to the next according to the principle of inheritance 

based on blood relation. The son of a peasant became a peasant; the 

son of a baron became a baron unless he decided in favour of a ca-

reer in the clergy or in the military, which would allow him to re-

main in the upper class.

At the start of the twenty-first century, the richest 1 percent con-

trol the most important economic resources, with the difference that 

in addition to agricultural land and real estate, these include indus-

trial facilities, technological know-how, digital and other networks, 

servers, software, patents, and much more. Ownership of these re-

sources continues to be passed on unchanged from one generation 

to the next by inheritance. Nowadays, the transfer of these assets is 

in many cases virtually tax-free, affording a lifestyle far exceeding 

any working income. Once again, 99 percent of the population for 

the most part work, directly or indirectly, for the wealth of this new 

financial aristocracy.

One might object that the decisive difference consists in the fact 

that, in the feudal era as well as in the period of absolutism, the 
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economy progressed very little since there were few incentives to in-

crease productivity and improve production methods. In contrast, 

it might be argued that capitalism has created today’s enormous 

wealth, which lifts the life of even the poorest inhabitants of indus-

trialized states way above the level of their ancestors in previous cen-

turies. This is correct as far as the past is concerned. But is it true 

for the present and the future? Admittedly, production continues to 

be transformed, digitalization promises enormous productivity in-

creases, new processes are introduced, and new products appear on 

the market. But who benefits from a dynamic economy if the eco-

nomic dynamic for the majority points downward? And how inno-

vative is our economy really?

“This economy kills”

Outside the global centres of wealth, the situation is almost hope-

less. On our prosperous planet, which thanks to today’s technologi-

cal potential could feed a world population of 12 billion, one billion 

people suffer from malnutrition and another one billion are starv-

ing. The UN warns that in the coming 15 years another 70 million 

children will die from preventable or treatable poverty-related dis-

eases before reaching the age of 5. 70 million human beings whose 

lives will be extinguished before they really had a chance to start it, 

simply because their fate is of no interest to the most powerful po-

litical decision-makers and their economic allies. Incidentally, these 

are the same people who like to justify their wars with the hypocrit-

ical claim of protecting human lives and human rights and with the 

argument that we can’t just stand by and watch as people are dying. 

Yet according to Jacques Diouf, General Secretary of the UN Organ-

ization for Food and Agriculture, it would take no more than 30 bil-

lion dollars per year in order to end hunger and malnutrition glob-

ally—a small fraction of the funds spent on militarization and wars.

The UN has issued many warnings, but little has changed, and 

change that did occur was often for the worse. Poor countries were 
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forced to sign so-called “free trade agreements”, which destroyed 

their domestic production and opened their markets to Western ag-

ricultural and industrial corporations. Millions of small farmers and 

businesses were wiped out in this way. When in despair people try to 

make their way to the wealthy countries, they are dismissed as eco-

nomic refugees. Yet our economy and our corporations are the ones 

destroying their economic existence and driving them to migrate.

“This economy kills”, Pope Francis has reminded the Church and 

the world. Evidence to back up this statement can be found every 

day in the countries of the so-called Third World, parts of the world 

that have been abandoned by the First World. It is true that in earlier 

centuries people died of hunger when there were extreme droughts 

or when other natural disasters destroyed crops. But that in a world 

of plenty in which a significant part of food is not even consumed 

but thrown out, year after year millions of people should die a cruel 

death because they have no food—this is a perversion generated by 

the capitalist world order.

Ruled by organized money

One question is becoming increasingly urgent: do we still need cap-

italism today in order to have a better life in the future? Or isn’t it 

precisely this form of economic life that keeps us from improving 

our lives? Do we need the profit motive as an incentive to improve 

our technologies, so that production stops destroying our planet 

and with it our basis for survival, or is it the profit-oriented logic of 

growth itself that ties our hands? What would a better alternative 

look like? What economic structures are needed for turning good 

ideas into good products quickly? Where do the incentives to devel-

op new production methods come from—methods that can really 

move us forward since they will not require us to run our economies 

by progressively exhausting our natural environment? How can we 

take advantage of the productivity-enhancing effect of digitalization 

and industry 4.0 without at the same time generating additional un-
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employment? How can we achieve a dynamic of innovation that in-

creases not only the wealth of corporations and their owners but of 

everyone?

Surprisingly, it is not that difficult. We simply have to overcome 

the economic feudalism of the twenty-first century. Markets should 

not be abolished but, on the contrary, need to be saved from capital-

ism. We need what neoliberals claim to achieve but in reality sys-

tematically destroy: freedom, individual initiative, competition, per-

formance-based pay, protection of property of one’s own creation. 

Whoever is in favour of change and is serious about it has to end 

rather than uphold a situation in which the important economic re-

sources and wealth are owned by a tiny upper class that automati-

cally benefits from any additional profit. An upper class that has the 

power to decide on investments and jobs, and with its major influ-

ence on the media, with its think tanks and lobbyists, with its ability 

to launch campaigns, and with its enormous capital can dominate or 

buy any government in the world. “Government by organized mon-

ey is just as dangerous as Government by organized mob”2, Presi-

dent Roosevelt cautioned in a speech as early as 1936.

What socially useful things do the billions of dollars pay for that 

in the form of dividends and other gains end up in the pockets of the 

top 1 percent? And even more important, on what grounds can they 

claim decision-making power over ever-expanding economic wealth 

and thus over the development of society as a whole—a privilege 

they enjoy on account of current property law? The standard justifi-

cation for capital returns is supposed to be the risk that capital own-

ers take when they make investments.

Limited liability, unlimited profit

How great is this risk really? Limited liability for capital invested in 

the economy is one of capitalism’s original contributions to property 

rights. In almost all large firms today, liability in case of bankruptcy 

is limited to no more than the capital initially invested.
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And how great is the risk of bankruptcy in established markets 

dominated by a few large firms? Bankruptcies do occur, as was re-

cently the case with two German retail giants, Karstadt and Schleck-

er. However, these cases were ruinous mainly for the former em-

ployees who lost their jobs rather than for the former owners who 

lost some of their assets. But is the risk of being demoted from bil-

lionaire to millionaire sufficient justification to keep collecting ex-

orbitant incomes? Or is the real threat for a market economy and a 

democracy that a firm’s assets, created by the work of tens of thou-

sands of employees, end up automatically in the bank accounts of 

capital owners?

What is more, large firms in particular have perfected the art of 

shifting risks onto others. In the financial sector, the gap between 

private profit and public liability for losses became all too evident 

in the banking crisis of 2008. Subsequent cosmetic corrections in 

banking regulations have not changed the situation. Yet in the real 

economy government is also regularly called upon to intervene 

when it comes to risks: tax incentives, different forms of subsidies, 

and other kinds of public support for the private sector are always 

gladly accepted. In the end it is tax-financed innovations that make 

private enterprises rich. Google, Apple, and the entire pharmaceuti-

cal industry are prime examples.

Limited liability, automatic transfer of newly created assets to cap-

ital owners, and transfer of losses and risks to the state are the main 

driving forces behind the growing inequality in property distribu-

tion and ownership.

Government funds finance private property

True, we would not be better off but significantly poorer if the gov-

ernment were to remove itself completely from economic life. If all 

struggling banks in 2008 had been left to slide into uncontrolled 

bankruptcy, the effects on the supply of credit to the economy would 

have been even more dramatic than they were, and deposit insurance 
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would not have protected the accounts of small savers from losses. 

If the government were to eliminate all subsidies for research, the 

process of innovation would slow down even further than it already 

has in many sectors. Without start-up financing through public risk 

capital, many firms that enrich our lives with good and useful prod-

ucts would not exist.

The point is not to stop providing any and all economic subsi-

dies. Rather, the point is to eliminate the absurdity that public funds 

are transformed into private property rights, which are subsequent-

ly protected by law even if they turn against public interests. The 

goal should be an economy that does in fact reward talent and per-

formance, and that enables individuals with ideas, motivation, and 

business sense to set up firms even if they do not happen to be bless-

ed with a large inheritance. Creative ideas and new technologies that 

have potential deserve reliable financing that assumes the initial risk 

and thus access to credit.

At the heart of the power of the upper ten thousand and the ori-

gin of their ability to collect incomes without making any contribu-

tion is the current constitution of economic property. Transforming 

economic property structures is therefore the key to a new approach.

Reform proposals that omit this dimension may bring about im-

provements in certain areas. But in most cases they will end up the 

way various attempts at banking regulation have: diluted, declawed, 

and evaded.

Technocratic swamp

In part this is a result of the power disparity between territorially cir-

cumscribed state authority and the global scope of economic actors. 

It is widely believed that democracy could be reinstated if political 

decision-makers followed the economy’s lead in globalizing or Euro-

peanizing. However, this assumption is naive. Democracy can live 

only in spaces that people can grasp. Only under such conditions 

does the demos have a chance to come into contact with, monitor, 
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and control political decision-makers. The larger, less homogene-

ous, and complex a political unit, the less the likelihood that democ-

racy will work. If in addition there are different languages and cul-

tures, the project becomes hopeless.

There are good reasons why democracy and the welfare state are 

the result of struggles in individual nation-states. These institutions 

are compromised, however, when parliaments and national govern-

ments lose power. It is no accident that the institutions of the Euro-

pean Union (EU) in Brussels, which have degenerated into the in-

famous technocratic swamp lacking transparency and which, more 

than any national government, are controlled by corporate lobbyists, 

have completely lost the confidence of a large majority of Europe-

ans. Most of these institutions were set up from the start to func-

tion without the need for democratic legitimation. Yet even in the 

elections to the European Parliament, which occur every five years, 

barely a third of citizens participate, significantly fewer than in any 

national parliamentary elections.

The limited authority of the European Parliament is not even the 

primary reason for this. On the contrary, its decision-making pow-

ers have been considerably expanded over the years, while at the 

same time its democratic legitimation has diminished as a result of 

constantly declining voter turnout. The main reason for this lack of 

interest seems to be the fact that the EU Parliament is simply too 

distant, removed from the experience and lived reality of the pop-

ulations in the individual countries. As a result, people find it dif-

ficult to recognize any of the existing parliamentary alliances com-

posed of heterogeneous parties as their voice and personal interest 

representation. At least at the national level, members of Parliament 

have a local constituency where citizens can approach them. But no 

one knows who “their” representatives in the European Parliament 

are because they don’t exist. This is also why in the German nation-

al parliament, the Bundestag in Berlin, there are eight lobbyists for 

every elected representative, while in Brussels the ratio is twenty to 

one. Where democratic control fails, the swamp of corruption and 
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the practice of politicians for sale flourishes. Needless to say, this 

will be reflected in the political agenda.

Re-democratization of states

For the foreseeable future, there is really only one framework in 

which real democracy can live and which needs to be re-democra-

tized, i. e. the historically evolved state with its various sub-levels, 

from cities and communities to regions and federal units to national 

parliaments and governments.

Of course it would be desirable and make sense if the European 

countries were to follow common rules in certain areas, from the en-

vironment and consumer protection to corporate taxes. In order to 

achieve agreement on such issues, we do not need an arrogant Eu-

ropean Commission to get involved in what are the sovereign rights 

of states, and certainly no high-handed president of the European 

Central Bank to interfere with the government of individual coun-

tries. All that would be needed is European-level coordination be-

tween elected governments. We should keep in mind that despite 

the “pooling of sovereignty”, the EU has not created adequate rules 

for dealing with the most important issues. While member states 

continue to compete with each other over who offers the lowest cor-

porate and wealth tax rates, Brussels dictates budget rules and re-

quires states to let international corporations compete in the provi-

sion of public services.

Hayek’s European Project

The neoliberal founding father Friedrich von Hayek was convinced 

that European treaties and institutions could be useful levers for 

committing policymakers in individual countries to a pro-corpo-

rate agenda regardless of election results. For this reason he was a 

strong proponent of the idea of a European federal state that would 

be above individual European states—not in order to extend the 
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scope of policymaking, but rather to undercut political intervention 

and thus obstruct democracy.

Hayek is correct when he writes: “the abrogation of national sov-

ereignties and the creation of an effective international order of law 

is a necessary complement and the logical consummation of the lib-

eral program. [Since …] on the whole, it is likely that in a federa-

tion the weakening of the economic powers of the individual states 

would and should gradually be carried much further than will at first 

be evident.”3 Without attracting much attention, a framework could 

thus be created in which policy makers no longer need to pursue 

any agenda other than lowering corporate and capital taxes, reduce 

workers rights and cut public spending, that is to say, follow faith-

fully Hayek’s idea of a liberal program. In the end, such a straitjack-

et would deprive governments of the power to unilaterally maintain 

“even such legislation as the restriction of child labor or of working 

hours”4, as Hayek notes approvingly.

Like the pseudo-Europeans of our time who advocate a reduction 

of the sovereign rights of states, Hayek was not interested in the Eu-

ropean idea or European values. One important European value is 

after all democracy, which is undermined by European treaties and 

institutions. In this sense the European Union may well be seen as 

an anti-European project. Since the signing of the Maastricht Treaty 

in 1992, the EU’s central goal has been to immunize policies in indi-

vidual countries against unpredictable electoral outcomes. In a mar-

ket-conforming democracy, decision-making power lies with the cor-

porations rather than the demos.

De-democratization as a result of lost sovereignty

As Hayek knew, in Europe this has become difficult to accomplish at 

the level of individual states. Notwithstanding pervasive corruption 

and the power of money, European states continue to have demo-

cratic institutions. Parliaments and in some countries the chief ex-

ecutive are periodically elected directly, giving the population the 
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opportunity to toss out corrupt politicians and unpopular parties. 

This democratic right loses its significance if the population does 

not have an opportunity to chose a different government agenda, 

in other words if governments regardless of which parties are in 

power are no longer able to make sovereign policy choices. The saf-

est way to eliminate this sovereignty is by establishing transnation-

al treaties and institutions that govern democratic states and have 

to be respected by them. If Hayek were still around to see the Euro-

pean Union of our time, he probably would have been very pleased. 

His program of de-democratizing Europe is far advanced. It would 

be complete with the adoption and ratification of treaties like CETA 

and TTIP, which would eliminate any political room for manoeuvre.

If we want to live once again in truly democratic polities, we have 

to head in the opposite direction. Rather than internationalizing pol-

itics, economic structures should be decentralized and shrunk. We 

need global exchange and trade, but we don’t need modern robber 

barons who organize production on three or four different conti-

nents, opting for the places with the cheapest wages and lowest tax-

es. John Maynard Keynes, Hayek’s old opponent, was convinced that 

“ideas, art, knowledge, hospitality and travel should be internation-

al. In contrast, goods should be produced locally wherever it is rea-

sonably possible; above all, however, finance should remain largely 

in the national context.”5

Abolishing global capitalism instead of regulating it

Moving to a smaller scale is also necessary for reasons of the econ-

omy’s efficiency and capacity for innovation. The economic giants 

with their enormous market power are destroying not only dem-

ocratic authority, but also genuine competition. There is nothing 

wrong with firms cooperating on certain projects. But it is a political 

scandal for a considerable part of European automobile or pharma-

ceutical production to be interlinked at the level of ownership, or for 

one British supplier to have most of Europe’s communication servic-
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es under its control. It is equally nonsensical for a German company 

to run Greek airports or for a Swedish corporation to be in charge of 

energy supply for German cities and municipalities.

The global capitalism of our time can no longer be domesticat-

ed at a national level. Democratically legitimated European or in-

ternational institutions with this kind of power do not and probably 

cannot exist. If we really want a better life, modest and minor re-

forms will not do. The challenge is to save our democracy and mar-

ket economy from capitalism by embarking on the design of a new 

economic order.


