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The Dictatorship of Failure
On the Economics and Politics of Discipline

José Filipe Silva
Helsinki Collegium for Advanced Studies

Alejandro Lorite Escorihuela
American University of Cairo

When is it polite to let go someone’s arm after you grab it?  
(Carson 1998, 64)

The scholar and his science are incorporated into the apparatus of society; 
his achievements are a factor in the conservation and continuous renewal of 
the existing state of affairs, no matter what fine names he gives to what he does.  
(Horkheimer 1972, 196)

I
The Undiscipline of Democracy

The known adage according to which a crisis is a terrible thing to waste has been 
suggested as a possible perspective on the current European crisis. The exact 
meaning of the expression need not concern us here, except as an important 
reminder of the political opportunity the current European sovereign debt crisis 
presents. If we were able to introduce into the debate about the economic remedies 
to the crisis the question of the kind of society in which we want to live, then the 
crisis and its resolution would not necessarily look in the end like a complete waste 
and a terrible failure.  

As it happens, the old political, social, and economic models of organization 
of European societies are increasingly being threatened by the failure of political 
agents to respond to the degradation of the economic environment - not to mention 
the failure of some economic agents to acknowledge the environment as also 
political. The need to contain costs continues to drain resources from traditional 
state supported functions, while at the same time these functions are increasingly 
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subjected to private models of management, when they are not simply delegated 
to private corporations. The role of the citizenry in shaping those policies has 
been marginalized and any talk of public consultation is now quickly dismissed as 
obstructionist populism. All those functions are being reevaluated against a certain 
conception of state and state intervention, the basic economic premises of which 
are asserted above contestation: they are built into the only possible solution for 
the crisis. 

In the context of addressing the unfolding economic effects of the Eurocrisis 
in Portugal, the current Portuguese prime minister recently declared: ‘we will only 
get out of this situation by becoming poorer’.1 That statement sought to justify 
the implementation of so-called austerity measures agreed upon with the so-
called Troika (the International Monetary Fund, the European Commission, and 
the European Central Bank) in order to make the Portuguese economy more 
competitive, while allowing for the hope that one day economic progress would 
return. That particular way of formulating an economic program in times of crisis 
has at least three compelling, if disturbing, aspects. First, there is the rhetorical use 
of ‘we’, which suggests that sacrifices are abstractly requested from all individuals 
as citizens, even though, as tradition has it and as specifically proposed financial 
measures have shown in Portugal and elsewhere, only segments of society are 
targeted, with a recurrent emphasis on civil servants, pensioners, and generally 
individuals and families relying of social welfare and security benefits. Large 
corporations, banks, and generally individuals and entities at higher levels of 
the socio-economic ladder, despite the fact that they played a major role in the 
development of the crisis, seem to largely escape the new austerity measures.2 
Not so ironically, proposed remedies to the crisis involve thus the impoverishment 
of the already precarious sectors of society in order to sustain the funding of bail-
outs for failed financial institutions deemed too big, or too precious, to fail. 

Along the same lines, a second element in that general picture consists then in 
demanding, in a rhetorical manner similar to that expected in times of war, extreme 
hardship from a few for the sake of the prosperity of all, and particularly future 
generations. Impoverishment means thus patriotic sacrifice on the part of the 
hypothesized demos of a political community under financial threat – a threat the 
origin of which is left mostly to be ascertained by recourse to further diversions 
and obfuscations of responsibility. And thirdly, the statement is notable for the 
economic model it offers. National poverty – as opposed to a seemingly more 
commonsensical, or more concrete focus on job creation or increased purchasing 
power – is the way to solve the problems for debilitated European economies in the 

1  ‘Só vamos sair da crise empobrecendo’, Expresso, October 25, 2011, available at: <expresso.
sapo.pt/passos-coelho-so-vamos-sair-da-crise-empobrecendo-video=f683176> (last accessed 
October 23, 2013).

2  M. Blyth argues forcefully that  public debt was contracted by public attempts to save the 
financial system, but is now heralded as caused by public superfluity. See Blyth 2012. 

expresso.sapo.pt/passos-coelho-so-vamos-sair-da-crise-empobrecendo-video=f683176
expresso.sapo.pt/passos-coelho-so-vamos-sair-da-crise-empobrecendo-video=f683176
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long run.3 That in turn suggests a novel approach to economic ills, on the model 
of “creative destruction”, which takes economic misery not only as a problem but 
as part of the solution. Political speeches on the prospects of recovery thus sound 
at odds with the traditional outlook of recounting social and economic progress 
that has been achieved, and further prosperity that needs to be promised (Streeck 
2013). In general terms, the statement by the Portuguese Prime Minister assumes 
poverty not to be a factual sign of errors to be corrected, but an acceptable and 
desirable way of existence of some in relation to the greater good of the collective. 
The political perspective behind the economic plan thus brackets very obviously 
the project of the Welfare State and points to other, radically different, conceptions 
of the role of the State in the economy.4 

This way of enforcing the solution to the crisis gives rise to two terrible 
consequences in practice. On the one hand selective austerity measures effect a 
further breakdown of social cohesion at the national level: the measures included 
in the austerity packages affect in particular the young unemployed or precariously 
employed, retirees, those living on social entitlements, and civil servants. On 
the other hand, the economic policy of national sacrifice pressures the breach 
of solidarity between European partners, by raising the ultimately unanswered 
question: sacrifice for whom, and because of whom? The sovereign debt crisis 
has showed that the European Monetary Union has flaws in its design that, in 
good times allowed (or even promoted) the accumulation of debt and, in situations 
of crisis, punishes the weakest economies of the Euro zone (Ingham 2009; 
Lapavitsas 2012). At the same time, some of the solutions to the crisis – such 
as debt forgiveness or a permanent mechanism of transferences – face stern 
opposition by the wealthy North. Unsurprisingly for Europe, entrenched, if not 
knee-jerk opposition to solution demanding tighter, rather than looser, solidarity 
and integration (Habermas 2013), are not the carefully thought-out result of political 
and economic deliberation, but is rather triggered by the permanent rhetoric of 
cultural prejudices and xenophobia. Economic orthodoxy seems therefore not only 
to favor some national economies over others – thus plausibly showing how it is 
motivated by ideological commitments – but also to constitute a serious obstacle in 
the advancement of Europe as a political unified entity. What strikes anyone who 
has been observing the unfolding of this process is how politically damaging such 
glorification of austerity as sacrifice can be. Even if – and one cannot but doubt it – 
European politicians manage to solve the financial crisis along the path they keep 

3  That is to say, to promote a policy of deflation, gaining competitiveness in the economy by 
lowering labour costs via extra taxation and loss of consumption power. The framework for an 
obsessive focus on public deficit, inflation, and competitiveness, has been challenged many times 
among economists, but never defeated, leading some to suggest that its strength does not come 
from objective facts but, at best, from psychological factors such as collective self-delusion. See 
Krugman 2013. 

4  The President of the European Central Bank Mario Draghi was quite explicit on this point, when 
he stated that ‘[t]he European social model has already gone.’ See B. Blackstone, M. Karnitsching 
& R. Thomson 2012.
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obsessively favoring against all dissonant data, and purely as a crisis of finances 
and accounting, these two aspects will remain the perpetual source of resistance 
to the strengthening of a real European demos, an aim that is explicitly stated in the 
preamble to the European Treaty (Auer 2013). 

We need to carefully consider these consequences because Europe is a fragile 
virtual entity, for which founding principles and objectives replace to a large extent 
the traditional aggregators of diversity that legitimate its constituent nation-states, 
whether rhetorically or practically: no common language, no cultural or religious 
identity, but instead a common history of disunity and war, both within and without, 
which the Union was set up to end for all times. Such diversity is not necessarily 
problematic because, precisely as the European treaties assert, what aggregates 
the political community is a set of common goals, ideals of peace, solidarity, equality, 
universal access to social rights, and respect for individual dignity (Beck 2012). The 
virtual unity is founded upon the notion that our real strength is the shared nature 
of those ideals, the notion that only as a union of diverse people around a common 
project can we hope to climb the ladder of prosperity and walk the path of peace: 
full employment, social progress, high level of social protection, eradication of 
poverty, promotion of sustainable development, and the advancement of solidarity 
against nationalist bigotry – those are the founding principles of the European 
Union. The notion that we will leave to our descendants a world that is better – 
fuller in terms of possibilities – than that which was left to us is a reference point 
to which we must still cling, and which we must strenuously defend. A society 
that promotes growth through highly selective scorched-earth economic policy is 
foreign to that received and unfolding ideal of Europe on all counts. As such, the 
economic policy of austerity is an assault on segments of European societies, and 
an active endeavor of political destabilization against what Europe promised to its 
peoples and to the world.

From the democratic perspective to which the European Union is constitutionally 
attached, these common goals are deeply intertwined with the nature of the 
procedures followed to pursue them: the complete transparency of decision making 
processes, a comprehensive accountability of decisions and decision-makers, and 
equal rights of participation for all citizens (Hadenius 1992; Holden 1974; and Held 
2006). The failure to deal with the economic crisis in a way that involves European 
citizens beyond “experts” – both those doing the rescuing and those being rescued 
– has allowed quite naturally for the increased questioning of democracy itself as 
the ideal form of governance (Žižek 2013). Debate and disagreement are seen not 
as a source of progress, but as an obstacle to development. Some may remember 
the suggestion put forward by a former Portuguese Finance minister, who was 
also incidentally a candidate for Prime Minister: suspending democracy for six 
months, solving the problems of the country, and returning then to democracy.5 

5 <www.publico.pt/politica/noticia/ferreira-leite-pergunta-se-nao-seria-bom-haver-seis-meses-
sem-democracia-para-por-tudo-na-ordem-1350420> (last accessed October 31, 2013). See Jones 
2012)

www.publico.pt/politica/noticia/ferreira-leite-pergunta-se-nao-seria-bom-haver-seis-meses-sem-democracia-para-por-tudo-na-ordem-1350420
www.publico.pt/politica/noticia/ferreira-leite-pergunta-se-nao-seria-bom-haver-seis-meses-sem-democracia-para-por-tudo-na-ordem-1350420
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Although the suggestion may sound odd coming from an elected official, the fact 
is that the rhetoric has become recurrent in European politics, and not only at 
the supranational level, where nonelected bodies of governance already decide, 
without much public debate, on new political structures, as well as social and 
economic policies, which shape and reconfigure European societies, local and 
transnational, beyond recognition (Scharpf 2013). 

The bluntness of that political vision finds echoes nowadays in a type of political 
rhetoric at work in many European countries facing the current continent-wide 
financial and political crisis. Beyond unhelpful, if alarming, comparisons between 
our times and the Weimar era, we think that such dramatic oratorical slips express in 
a particular way a wider picture of what is going on in Europe at the moment, when 
the possibility and the necessity of dictatorship seem to be pervading in increasingly 
explicit fashion mainstream political discourse at various levels of the European 
governance architecture. The apparent yearning for a dictatorial model comes in 
different guises, and is variously suggested or implied, if not openly discussed, 
as a desired suspension or paralysis of electoral legitimacy and the democratic 
process, sometimes imposed by extraneous factors and sometimes demanded as 
a voluntary abdication of democratic control – but always based on technocratic 
expertise assumed to be demanded by the force of complex circumstances and 
beyond popular deliberation. Democratically elected governments have been quite 
openly forced to resign (think Italy) or to dismiss forms of popular consultation 
about how to respond to the crisis (think Greece) by unelected European officials 
or heads of other European countries. In a similar vein, national sovereignty is 
being openly questioned or bypassed by “financial markets” now omnipresent as 
a reference for the trustworthiness of political programs. A notion of democracy’s 
inability to serve the demos in the face of economic trouble is prompting people 
throughout Europe to become confident enough to start toying with the idea of 
bracketing democracy, bypassing it or supplementing it with technocratic powers of 
a higher calling, with a view to restoring order in Europe, solving the financial crisis 
and possibly returning then to democracy. All of it is, however, openly pronounced 
to be for the general welfare and future of the “people”, that generally undefined 
“we” of a national or transnational nature that was already called upon to sacrifice 
its welfare to the cause of future prosperity. 

The normalization of that type of discourse in Europe is sufficiently worrisome 
from a historical perspective. But what does this say more generally about Europe as 
a political project, about democracy as a form of government and about democracy 
as it is practiced in western European countries? Why, and on what grounds, have 
people become openly skeptical of how modern parliamentary democracies work, 
regardless of party lines? Is it because political parties seem to be unable to find 
middle paths between their respective practical or ideological commitments? Is 
it on the contrary because party politics has lost much of its appeal in becoming 
precisely devoid of contrasting ideological visions and programmatic innovations, 
while the democratic process is focused on short-term electoral schedules, political 
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scandals, and media sensationalism? On the one hand, it seems that many citizens 
of democratic states doubt the ability of their political representatives to find ways 
to solve serious crises in a plurality of voices (Müller, Bergman & Strom 2003), and 
respond to the seductive appeal of reverting instead to one voice above and beyond 
the polyphony of democracy. Sometimes, the commanding voice of technocratic 
reason seems to make as much sense as that of the ancestral nation calling upon 
its sons and daughters to preserve the motherland, in an environment of apparent 
political incompetence, ideological cacophony, and economic destruction. On the 
other hand, in a time when individuals are becoming more politically aware and 
involved, the technocratic elements of supranational organizations, backed by the 
general sense of economic emergency, are promoting practical restrictions on 
access to democratic government in the full sense. The tendency, especially within 
“debtor countries”, to replace party politics with a general recourse to supposedly 
neutral economic expertise seems to be a sign of that larger phenomenon.

The risk for Europe is that this democratic deficit may become associated with 
the breach of solidarity between European partners, fueled by the breakdown of 
social cohesion, and leading to a surge of Nationalism – and a certain sort of 
Nationalism. When the common good, which beckons from above and beyond the 
competing individual interests, is removed as the ultimate aim of politics, the risk 
we face is that, confronted with a perpetually non-working solution that prevents 
citizens to decide in any meaningful way the configuration of their societies, 
these citizens, or some of them, opt for other, and even more removed, forms of 
particularistic decision making. Or they may also opt for a complete indifference to 
politics. 

The suspension of any normal democratic process, and the subtle questioning 
of democracy’s “efficiency” as a managerial model, seems to be a danger in itself, 
as the democratic temptation of suspending liberal rights in order to keep the very 
possibility of freedom has showed in recent and less recent times. The immediate 
backdrop to the current wave of democracy fatigue, as represented by the pervasive 
war-time rhetoric of national sacrifice while others decide and others prosper, is 
provided by the now normalized question as to whether we should temporarily 
soften the prohibition of torture in order to keep our democracies and liberal 
freedoms safe.6 The expanded version of that same logic comes today in the form 
of whether democratic legitimacy should not yield to a higher form of legitimacy, 
which justifies imposing selective sacrifices in the name of an abstract good and 
an abstract people, described in a discourse beyond political contestation, but also 
imbued with a form of populist nationalism that seeks allegiance across ideological 
fault lines. Symptomatic of that situation is the fact that to an increasingly shameless 
undemocratic discourse corresponds also a wave of extra-parliamentary political 
opposition and civil unrest that presents itself, among other things, as following 

6  On the rhetorical mooring of torture advocacy in liberal democracies, and a critique thereof, see 
e.g. Luban 2005. See also Lukes 2005.
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in the steps of protests that have been challenging and weakening dictatorships 
in the Arab world since early 2011. In other words, an open dictatorial ethos of 
national and supranational governance meets the perception of democracy as 
already perverted by forces that stand in the way of social and economic progress, 
thus converging in a dire picture of the current faith in parliamentary democracy. 
Among the most worrisome signs of an assumed decline or failure of democracy is 
the posture of pride and satisfaction of both political leaders and “financial markets” 
when governments are revamped to explicitly exclude “politicians” and replace them 
with “experts”. In other words, the crisis opens up the possibility not only to suspend 
democracy but, in the minds of some, including politicians themselves, to bracket 
politics and the sphere of the political themselves as essentially superfluous, or 
even noxious, elements of social and economic life.

It is therefore an imperative to demonstrate that what makes these procedures 
faulty is precisely the ideal of democratic governance, legitimate representation, 
and freedom to act and chose in the absence of external coercion at the heart of 
the European project.7 The European project is a political one, aimed at bringing 
about peace and freedom on the continent, and economic policies are just means 
to get there (Beck 2013). It is not the case of simply arguing that something is wrong 
in the way European leaders have been dealing with the crisis, but that they need 
to act in a way that respects European citizens and European ideals, given that 
both constitute the source of legitimacy for their exercise of political coercion over 
European masses, in the form of economic deprivation. The claim is not to argue 
for an abstract ideal, as the starting point for the discussion, but for a common 
practice that the dominant way of thinking out solutions is washing away. The 
essential part of any solution to the European crisis must be the insistence on more 
participatory democratic decision-making at all levels, and a more critical denial of 
all hegemonic solutions couched in implausible language of technical objectivity 
and political neutrality (Delors, Solana, Beck, Cohn-Bendit & others 2012). It used 
to be the way we get there that mattered, but listening to contemporary European 
political discourse it seems that the goal has become too narrow and the way to get 
there too simplistic, not to say criminally lazy.

Instead of promoting a public debate as wide and inclusive as possible, 
politicians, governmental agencies and supranational institutions justify the 
absence of public debate and consultation with something very analogous to 
a state of emergency. And the legitimization of the financial solution is done by 
appealing to the non-ideological objectivity of the state of “crisis”, implemented by 
economic experts driven by knowledge and not political agendas. This appeal to 
economic objectivity and expert governance aims at corrupting and destroying any 
shadow of disagreement and dissidence, any possibility for alternative critical and 
original thinking; and thus, as has become painfully obvious to millions of European 

7  This does not mean of course that the assessment of those elements of liberal democratic 
health is uncontroversial or even easy. See e.g. Giannone 2010. 
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citizens and residents, postponing indefinitely the possibility of actually finding a 
true solution to the crisis. 

II

These are trying days for Europe and for the world, and nothing makes them so 
more than the fact that we are allowing for the thought of a destruction, or temporary 
suspension, of the democratic ideal to enter the political discourse as a new 
given, in the same way as we seem to have accepted that our proudly proclaimed 
European model of society – with individual rights, family rights, social protection, 
and solidarity across difference – can be, and should be, junked in order to keep 
up with models of society that are more competitive because they prioritize their 
resources differently. It is of course problematic to promote and defend a European 
model of society in the abstract, since it such promotion quickly degenerates into 
Eurocentrism, if not Euronarcissism, while forgetting about the price extracted by 
Europe from the rest of the world to create its cherished way of life (Balibar 2004). 
But the issue lies precisely in the adoption of a political rhetoric by mainstream 
political actors, which questions the adoption of such a “model” not on the basis 
of its desirability or its pedigree, but rather its feasibility. Ideas of respect for the 
individual, gender equality, non discrimination along arbitrary lines, right of free 
expression and free movement, right to education, personal advancement, social 
and labor rights, all those advances of the human condition in Europe are now 
increasingly presented as a burden, especially if people take that model literally to 
mean a project for each and every member of the polity. The main questions posed 
in this context are therefore: in the name of what is this destruction being proposed, 
what makes it worth it, who is the imagined beneficiary of admitting the defeat of 
democracy, and what is imagined to be outside of the democratic ideal? 

III
The Democratic Poverty of Disciplinarity

The creeping pervasiveness and legitimation of technocratically dictatorial 
discourses in public debate around the crisis appears in its most shameless form 
in the design and deployment of “solutions”, and particularly the pathological 
obsession with punishing measures of austerity. In that context, the economics of 
distributive pain and profits assert themselves as dictates of the ones in the know, 
and demand the sacrifices of those who cannot know better. Frustration and anger, 
reactions to the severity of the consequences and the seemingly blatant unfairness 
of measures, are themselves the object of control by expert discourses that 
forcefully mandate compliance from a perspective of resignation to the scientifically 
inevitable. Certainly, as is visible in the most fragile European communities, the 
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anti-social nature of economic measures generates a fear of excessive anti-social 
responses as chaos spreads, in forms of revolt and criminality that promise to 
become indistinguishable as deprivation rises while culpable financial institutions 
remain. The discourse of economic austerity contains thus strong elements 
of moralizing discipline, and is deployed with the support of a strong security 
apparatus.8 The articulation of this network of legitimating discourses around the 
imperative of discipline (past economic sins; present sacrifice, repentance, and 
submission; future prosperity) points to the notion that the manifest erosion of 
democratic structures and the normalization of political cynicism are signs of a 
particular understanding of what counts as a crisis, and what it is that is now facing 
a critical moment.9

The appeal to experts, the celebration of technocrats, and the disparagement 
of alternative thought or even political deal-making – as obstructionist idealism or 
sinful deviation – demonstrate that the dangers for the life of democratic legitimacy 
begin not in the formulation of the solutions, but in the articulation of the problems 
to which they are meant to respond. What kind of crisis is this? What is this crisis? 
What is a crisis? Moreover, when one questions the formulation of the problems 
more than the solutions, the issue becomes also one of imagining who or what is 
really in charge of formulating the problems. If one follows the above-mentioned 
impression that the courtship of dictatorship is legitimated by an implicit “state of 
exception” created for European polities by the financial crisis, one has to consider 
the types of discourses that frame both normalcy and exception. Solutions are 
presented as a natural derivation from the unfortunate state of the world, but those 
salutary measures are only as univocal and transparent as the problems and the 
world are made to appear. The meanings to be attached to crisis are clearly limited. 
First, there is a very limited consideration of the nature of the crisis, since public 
finance is presented to us as the center of the critical moment, with the variety of 
critical states radiating from there; the financial crisis triggers the economic crisis, 
which causes a crisis of the system of pensions or public health care. The story 
could be told differently. But then also, is the crisis properly so called? A crisis is a 
moment of decision, a moment of stark alternative, as we know from the uses of the 
word in medicine or physics. But then our present crisis, our moment of decision 
is precisely devoid of decisionism by the fact that mandatory rules are already 
determining the way out of the crisis. Hence the bizarre notion that, precisely at 
the most critical moment for the political community, political decision-makers must 
yield, not their position, but their function, to the non-political process of scientific 
reason.

8  The relations between the economic crisis and criminality are complex and subject to varied 
rationalizing narratives, with more or less explicit ideological bents. Moreover, criminality meets 
financial matters in the space of expert opinion, where it is similarly made the object of properly 
scientific understanding as against partisan public policy. For a helpful discussion of the facts, 
perceptions, and political uses of criminality in a crisis country, see Xenakis & Cheliotis 2013.

9  For a conceptual consideration of the notion of crisis in historical context, see Koselleck 2006.
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As a prelude, therefore, the crisis has foregrounded, both in political practice 
and in academic exchange, a sharp division between experts and science, on 
the one hand, and politicians and political decision-making, on the other. More 
importantly, the crisis has entrenched the importance of a dialectic relation between 
the two. Politicians should step aside because of their subjective vulnerability 
to economically unreasonable influences, such as electoral pressures, not to 
mention forms of corrupt clientelism, as shown in their patchy record of financial 
management. But on the other hand, the crisis has also allowed for some critical 
consideration of the political responsibility of ivory-tower academics excessively 
enamoured of their disembodied economic equations, disconnected from the real-
world impact of their experiments with other people’s money.10 The division between 
technocrats, and particularly economic scholars and financial pundits, on the one 
hand, and politicians on the other, has reproduced in this context a settled sense of 
opposition. That opposition has been with us at least since its masterful elaboration 
by Max Weber in the context of differentiating the types of ethical responsibility 
applicable to science and politics as distinct vocations. That dichotomy is the frame 
for debates about legitimacy and the excesses of the democratic deficit in the pan-
European context: two much power in Strasbourg and away from the masses, or 
else too much power in the hands of elected officials, all of them in over their heads 
in dealing with deficits and public debts. 

With some critical distance, however, the dichotomy is fallacious as a matter 
of very pragmatic consideration (see e.g. Kennedy 2002, 2005). The criteria for 
circumscribing either science or the realm of the political are quickly elusive, and 
social sciences themselves have devoted a considerable amount of attention to all 
the ways in which science is framed at all time in political, economic, social and 
cultural processes (see e.g. Latour & Woolgar 1979). Science and politics, experts 
and politicians, should be seen as a mutually reinforcing couples of terms, which 
together enclose the debate, both political and academic, within the comfortable 
confines of enlightened Liberalism. What matters is that each is defined by the other. 
The back-and-forth between them in discussions about the fate of political life in 
the midst of crises is just another expression of the political straightjacket imposed 
by pervasive dualisms in Liberal political culture: public vs. private, international 
vs. national, state vs. market, politics vs. economics, citizens vs. foreigners, or 
Europe vs. the world. Of course, legitimation comes from opposition, and the sense 
of identity of each comes from exclusion of the other. Why should technocracy 
enter the fray? Because it is exactly what politics and politicking is not. Why is it 
a problem that experts are running the show? Because they are not politicians.11 

10  On the indictment of (certain) professional economists and (a certain strand of) economics, 
see e.g. the Academy-Award winning documentary Inside Job, Directed by Charles Ferguson (Sony 
Picture Classics, 2010).

11  See e.g. “Who, What, Why: What Can Technocrats Achieve that Politicians Can’t?”, BBC News 
Magazine, November 14, 2011, available at <www.bbc.co.uk/news/magazine-15720438> (accessed 
October 31, 2013).

www.bbc.co.uk/news/magazine-15720438
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What matters is the movement between the two poles, or rather, the limited space 
for maneuver and short distance between the two, as critical resistance becomes 
framed and limited by that opposition. 

That opposition occurs in a common space or common framing of issues, within 
which it actually makes some sense for scholars – as opposed to poets, clowns, or 
cooks – to take the reigns of economic policy, not based on the legitimacy of election 
but on their own mechanism of legitimation by peer-review. In that broad cultural 
frame, science draws its legitimacy, including political legitimacy, from one form of 
representation (the representation of truth) while politics draws its own legitimacy 
from another form of representation (the representation of will). Representation 
constitutes the bridge between them and allows for legitimation to also be mutual 
and reciprocal – because all legitimation is representation. Science legitimates 
politics as the domain of implementing will based on truth or authenticity, while it 
is legitimated by the political realm in the form of exclusion. Science is a-political, 
independent, objective, and so on, and politics compromises on the bases of 
opinion and preferences, which are however ideally conveyed and considered 
in uncorrupted or undistorted fashion. The two never mix, but they support one 
another, in sharing the same ideal of transparency. Depending on the moment, 
one or the other form of legitimation is favored. The idea of a common universe in 
which expertise and politics live in our current moment is signaled by the notion 
that technocracy and democracy can, and indeed should, be balanced (see e.g. 
Derviş 2013). 

As Žižek underscores it usefully, ideology is not located within a domain of 
politics where objective data and givens are concealed by a confusion of facts 
and values. Ideology is itself the modern assertion of an objective world out 
there that is subject to normatively unmediated access, and is thus possibly the 
object of experimental objective science, whether that science may be economics 
or racial phrenology (Žižek 2010, 46). From that perspective, the most perverse 
effect of a Manichean framing of science and politics, truth and ideology, is that 
it straightjackets critical analysis and resistance. Can anybody stand up against 
enlightening science in taking us out of a financial mess recurrently blamed on 
one form or another of human sin, be it greed, sloth, pride or lust? Attacking 
technocracy as an authoritarian, fatalistic curtailing of human possibilities happens 
at the same moment that science is also being challenged by the forces of reaction, 
as a reference point for policy-making in favor of our endangered global natural 
environment (Latour 2004, 225). The trick is in always positing a standpoint of 
objectivity, a standpoint for deresponsibilization, where facts do indeed speak for 
themselves, and from where one can also, paradoxically, criticize the technocrats 
for believing in science just as much as those technocrats criticize the politicians 
for ignoring the facts of the matter. It is a rhetorical trick. 

In the context of the European crisis, the perversity of the dynamic of science 
and politics comes in the form of politics yielding completely to science, a science 
that is idealized from an ethereal viewpoint, and assumes the controls of state-
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sponsored coercion based on a closer access to truth, rather than a closer access 
to people. Appointing technocrats makes the markets rejoice (see e.g. Barber 
2011). It is not anymore that politics is supported by science and needs science for 
accuracy, it is rather that science supplants the political as the middle term between 
truth and public policy. Ministers as technocrats get their legitimacy as ministers 
from the fact that they are technocrats – the plebiscite is run therefore not among 
the electorate, or the demos, but among economic agents and rating agencies 
that participate in the same regime of truth.12 Popular will is sidelined, because 
in any event it does not matter in the face of the crisis, which is a phenomenon 
beyond politics. The time for debate and opinion is over, in the sense that debate is 
pointless in the face of truth. Science presents itself then obviously as the horizon 
of politics, in the practical sense that the will of the people is replaced by the will of 
the market; that will is not determined by electoral campaigning, but by equations. 
In an attempt at explaining technocracy in the midst of an exponential use of the 
term, someone put it in the most candid of terms: “Technocrats make decisions 
based on specialized information rather than public opinion. For this reason they 
are sometimes called upon when there’s no popular or easy solution to a problem 
(like, for example, the European debt crisis)” (Wickman 2011). There is really too 
much to deal with in the ideological underpinnings of that simple statement. 

 The assertion of economic failure as the horizon of politics, which justifies 
replacing elected politicians with experts, including by non-electoral means, 
undermines politics, and democratic ideals in particular, with a particular twist. 
When politicians are disparaged and cheerfully replaced by technocrats, the 
confusion of representations (the representation of truth and the representation of 
will) highlights a disturbing closeness of liberal democratic institutions to the grounds 
of dictatorship – in its etymological and historical sense. The will of the people is 
legitimating only in the extraordinary circumstances of order and peace. Democracy 
is too clumsy to deal with crisis; that is, crisis as the moment of ultimate decision is 
beyond the reach of democratic decision-making. The argument is certainly familiar 
from other expression of the state-of-exception mindset. Democracy is too weak, 
too unreliable, to deal with serious threats. And so democracy should suspend 
itself, in the sense that one should suspend belief in the ultimate grounding of 
the power of coercion, i.e. the will of the people. Individuals are tortured without 
the people’s having delegated that power to state authorities; families are robbed 
of their pensions, savings, and social services by unelected experts in the name 
of financial health. For economic crises, closeness to the truth, closeness to the 
natural givens of the market, justify delegation to scholars and financial experts; for 
national security, closeness to the laws of violence and conflict demand delegation 
to the military and national security agencies.

The issue is not in the substance of the cruel economic measures that target 
the weakest segments of society; it lies in what the decision-making process that 

12  On liberalism, neoliberalism, and regimes of truth, see generally Foucault 2004. 
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led to those measures betrays about the state of liberal democracy. Democracy is 
yielding to experts because of their better source of legitimacy, because truth trumps 
will, and because ultimately, as technocratic governments have been significantly 
called, authority has to go to the “caretakers.” Democracy is yielding, essentially, 
to epistemocracy, the rule by those who know – which is really aristocracy for the 
modern times. And as such, when it leads to the rule by the better ones, the crisis 
shows, as a fundamental breach of normalcy, that order and peace, the realm of 
the political and debate, have always constituted the continuation of war by other 
means – i.e. the imposition of a particular regime of truth and truth making as 
part of the larger architecture of power and domination of some perspective over 
another (Foucault 2001, 1570 ff.; and 1997, 41). Progressively, as the responses 
to the crisis become more seemingly grotesque and obscene, one realizes that 
objective truth, a particular objective truth, will be enforced not against the will 
of the people, but against the notion that the will, or even the fate, of the people 
matters. In that sense, science, or a particularly totalitarian view of science and 
the world, once made into policy embodies the outer bounds of human agency, of 
history, and thus of messianic resignation.

IV

The crisis is such because it is also a crisis of appearances. Economic technocracy 
and democracy have walked hand in hand for a long time, if only through the 
patronizing management of developing economies by the Global North. The 
financial crisis has made more open in its causes and its consequences the long 
erosion of democratic governance by economic and financial forces. Of course, for 
the overwhelming majority of the planet, the financial and economic crisis is their 
normalcy. But for many in the North, deprivation, disenfranchisement, and overall 
precariousness of present and future circumstances has also been a way of life. 
Here also, the same logic appears as in the recent shocks triggered by liberal 
democratic deviations in the name of national security: why is Guantánamo so 
extraordinary, or Abu Ghraib so unacceptable, while so much ordinary cruelty and 
human degradation is acceptable in ordinary prisons everywhere all the time? The 
framing of the crisis by science itself, the science of markets and public finances, 
is the universalization of a particular point of view and particular priorities, meaning 
also of a particular set of political priorities. Even a massive world recession would 
not really change anything to a vast amount of people. That is why the production 
of problems is as important a starting point of reflection and questioning as the 
deployment of solutions.

The Weberian separation in terms of vocations foregrounds a personal ethical 
point of view, which always needs to be broadened and put in context, a context 
of power relations in which science operates, sometimes explicitly as part of 
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the deployment of physical violence, let alone structural violence.13 One needs 
similarly to entertain the thought that science itself is a regime of power, and that 
the exceptional moment of reversal when politics is sidelined, and science dictates, 
is simply a blunt and awkward display of the fact that the production of knowledge, 
and its implementation as a regime of truth, constitute in themselves world-forming 
violence (see generally Thorpe 2004). The operation of managerial science, in the 
name of iron laws of whatever kind, straddles the Foucauldian typology across 
contexts, but certainly, in the situation of the economic crisis, takes on in the form 
of technocracy the combined traits of discipline, biopower, and of course usurped 
sovereign power. Bypassing the regimes of excessively democratic representation 
in the name of knowledge against error, false consciousness or corruption is a 
replication of old tensions between liberalism and democracy: fears of tyranny by 
the misguided many on the enlightened minority, now commonly referred as a 
productive minority, whose freedoms should not be hampered for the sake of all – 
meaning essentially themselves. The framing within which technocracy therefore 
enters the domain of politics to transform the modes of legitimation is indeed a 
deeply ideological one. 

 A new mediatic commonsense is constituted by the constant referral 
to experts, who produce a voice over for world events such as the European 
economic crisis and other human disasters waiting to be captured in a simplifying 
narrative. The characteristic trait of that brand of commentators is the importance 
of pedigree. Standing is provided by the idea of expertise, which means in essence 
specialization – both inclusive and exclusive: individuals get authority from the 
fact that they know something very well, which also implies that they know other 
things less well, since other experts will be equally relevant for those other issues. 
That obvious state of affairs reflects the modern form of science as disciplinarity. 
Science is discipline, a set of disciplines, organized networks of traditions, methods, 
inside histories, persons, professional societies, publications, and other material 
or immaterial elements that ground the pursuit of knowledge in institutions and 
in society. Disciplines have had the effect of fragmenting science, around the 
fragmentation of the world into scientific objects, the way they are approached, and 
defined by the various, and proliferating domains of scientific inquiry. Specialization 
means ultimately affiliation and recognition by peers through processes that are as 
much sociological and cultural as they are seemingly a matter of methodological 
purity. 

In a series of reflexive moves by knowledge itself, the anchoring of scientific 
pursuit in disciplines has led science to also question itself in its exclusivist 
definition against the rest of culture and society, against ideology and religion, most 
notoriously in its contemporary avatar by Science and Technology Studies.14 Such 

13  Again, the relative transparency of liberal democracies has allowed for clear exposés of the 
enlistment of scientific experts in managing war-on-terror suspects. See Mayer 2005, 60 ff.

14  For an introduction, see e.g. Hackett et al. 2008.
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a general perspective of science as, from the start, a social institution, or a set of 
social institutions, which can then be unpacked as chains of material and ideational 
factors, will allay the horror of science taking over the realm of the political, and 
science dictating public policy. Science is part of society and has been infecting 
politics as part of the project of modernity and certainly the Enlightenment. Fact 
and value have been entangled in their peculiar tango for a while. Science, the 
representation of truth, by its enlightened kinship with the representation of will, 
is behind the very notion of politics as a science.15 Science as the pursuit of truth 
beyond value is a natural partner of politics as the craft of pursuing, advancing, 
and of course compromising values. The issue is that science can take itself too 
seriously as a superior pole of legitimacy, that is, as the holder of truth beyond 
value, as opposed to a generator of truth according to a particular, and evolving, 
set of disciplinary values and traditions embodied in institutions.16 

Interdisciplinarity, at least in the way it is projected and fantasized in academia 
today, is a notion that is born of that modern state of affairs. Disciplinarity leads, 
by its very trajectory, to partial knowledge, or incomplete results. The world and its 
phenomena are too complex to abide by professional conventions, whether in the 
natural sciences, the social sciences, or the humanities. Whether it is a problem 
of scale, which makes disciplinary specialization blind to either the bigger or the 
smaller picture, or else it is a problem of interrelations, which sets boundaries 
between methods and objects excessively abstract and arbitrary, interdisciplinary 
calls upon scholarship to join scientific efforts. Large-scale phenomena, themselves 
seemingly constituted by interconnections and networks, demand almost by nature 
an interdisciplinary, or multi-disciplinary, or trans-disciplinary perspective. The 
financial and economic crisis certainly counts among them (see e.g. Schiek 2013). 
We could certainly also mention global climate change. The idea is intuitively 
appealing, and most of all, given the imperial presence of one science among 
others, namely economics, and within it the recurring dominance of one set of 
methods and traditions, namely, neoclassical economics, one will see immediately 
the benefits of thinking outside of a given box, or rather thinking across boxes.

This volume and the articles that it contains were born after a long process 
of gestation that began precisely with the encounter between the crisis and 
interdisciplinarity. The encounter took the form of informal dialogues between 
two friendly colleagues, landed from distant disciplinary horizons onto a common 
intellectual and institutional space, a space defined by the slogan of interdisciplinarity. 
The Helsinki Collegium for Advanced studies, the institution that hosts the journal 
COLLeGIUM, celebrates interdisciplinarity by gathering scholars of all disciplinary 

15  For a discussion of the notion of “political science” at the birth of modern political science, see 
Mansfield 1981.

16  The history and philosophy of science are rich enough as disciplines of their own to account for 
the ideological nature of any foundational objectivist distinction between fact and value, which could 
then say anything about the social specificity of science. A canonical take on how science works, 
and especially how it evolves, is Kuhn 1996.
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origins in the social and human sciences, and offering the prospect for those 
scientists to be scientists among other breeds of scientists, and exist intellectually 
and socially outside of their home disciplinary turf. Our own dialogue, reporting 
on the latest obscenity uttered by such and such European Finance Minister, 
or discussing the fate of our loved ones in our respective motherlands, turned 
quickly self-reflexive. How is it that political disputation of the turn to dictatorship 
and technocratic shamelessness was the matter of coffee breaks? How was it 
that the most dramatic current social phenomenon in Europe, a phenomenon that 
was concretely threatening the givens of higher education in Europe, was not the 
object of manifest academic endeavors under the rubric of the social mission of the 
University? 

Our own casual consideration of the crisis was informed by our academic training 
and our scientific habitus, manifest in the smooth punctuating of sentences with 
Carl Schmitt, Milton Friedman, Ulrich Beck, or Slavoj Žižek. The received idea was 
of course that the economic crisis is about economics, and within the walls of the 
university, the crisis would be dealt with by economists. The issue of experts and 
expertise in politics appeared as a mutually reverberating set of mirrors. Expertise 
was as much an incitement to silence and withdrawal from society, as a tool for the 
pursuit of truth or the advancement of the good life. Scholars were to be political 
actors only as citizens – human beings thus functionally split over a metaphysical 
divide between scientific pursuit and ideological commitment, the representation 
of factual truth and the defense of contestable values.17 Here the crisis met the 
issue of disciplinarity in a critical way. How does the crisis become formulated 
as a crisis? How do we produce an image of the crisis that allows for various 
disciplinary traditions to plausibly converge and share ideas? Who is invited to 
the conversation? Why are we not invited? Interdisciplinarity needed visibly to be 
tackled as a problem, possibly more than a solution. 

Given the many relations that disciplinarity entertains with the crisis, the question 
is how interdisciplinarity can be made to meet the crisis in an empowering way, 
that is, a way that acknowledges the social, ethical, and political responsibility of 
scholars and scholarship as embedded in social networks of power and violence. 
How is, in other words, interdisciplinarity given a critical dimension, a dimension 
- to follow Roland Barthes’s apt definition of critique – that puts the crisis itself in 
crisis? (Barthes 1984, 384) As mentioned above, part of the staggering nature 
of political discourses around the crisis is that they rob it of its critical nature – 
a nature marked by decision, and decidability (Derrida 1990, 159). Famously, 
in The Structure of Scientific Revolutions, the term “crisis” is used by Thomas 
Kuhn to refer to the experience of instability of scientific paradigms faced with an 

17  In this we echoed Max Horkheimer, who suggests the following in the essay already quoted 
in the epigraph: “The scholarly specialist ‘as’ scientist regards social reality and its products as 
extrinsic to him, and “as’ citizen exercises his interest in them through political articles, membership 
in political parties or social service organizations, and participation in elections. But he does not unify 
these two activities, and his other activities as well, except, at best, by psychological interpretation.” 
Horkheimer 1972, 209.
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accumulation of failures in explanation or prediction. Crisis is that moment when 
the old system struggles to cope with what it cannot explain and awaits for a more 
explanatory system, a new paradigm. The European “crisis” is unfortunately, but 
quite significantly, not described as a crisis, given that the recipes are ready-made 
(if however proven wrong many times in the past), and the alternative is really 
no alternative at all, but rather the end of the world – while for many the world is 
ending rapidly already, or has really never existed beyond a daily state of nature. 
Interdisciplinarity as a slogan is not therefore per se critical in any way, since 
its vagueness leaves it open to be interpreted as simply a reinforcement of the 
givenness of disciplinarity, and therefore the authority of science as institutional 
pedigree. Interdisciplinarity, however, can serve the purpose of imagining the crisis 
as a crisis, as something that precisely does not fit in our mind frame since it is 
supposed to be a threat to the frame itself.

At a very basic level, one idea behind this volume is therefore to practically 
question the assumptions behind the opposition of politics and expertise. One way 
of doing so is to experiment in interdisciplinarity, to recapture the meaning and 
purpose of interdisciplinarity as a practice. The expertise that is mobilized to face 
the European crisis is a particular form of expertise, which constructs the crisis as 
a very specific type of event and problem, a form of expertise that is the product of 
the modern notion of science as disciplinarity or, as a disciplined and disciplining 
professional practice. For millions of people in Europe, and elsewhere obviously, 
the crisis has nothing to do with billions in public deficits, billions in public debt, 
and interest rates and credit rating, realities that have little reality as against the 
experience of hunger, anguish, despair, and rage in the face of the disappearance of 
all meaning. Governments have turned absurd, politics an incomprehensible farce, 
and the materiality of the world is found for some in the reemergence of physical 
violence as a meaningful response to the structural violence of circumstances. That 
is the experience of the crisis, and as such the crisis is precisely the disintegration 
of meaning. 

Academics can contribute to the production of meaning for public debate by 
engaging in interdisciplinarity as a constrained political practice, as opposed 
to a quest for the better objective truth. Disciplinary specialization, followed by 
disciplinary alienation, followed by political disenfranchisement, can be offset by an 
effort at constructing a larger, more nuanced, and more far-reaching picture of what 
the crisis is, what it means, and what can come out of it. The goal is to reassert, 
especially against the crude, dictatorial, and unidirectional scientism of a particular 
economic thought (which, it bears repeating, has been disproved a many junctures 
for the past decades), that reality is forcefully constructed by some and endured by 
others. Interdisciplinarity in a critical sense, a sense adapted to the crisis as crisis, 
is a destabilizing and disturbing practice, which reveals the flaws and weaknesses 
of disciplinarity and disciplinary grounding. Interdisciplinarity thus practiced can 
upset the self-confidence of disciplinary knowledge, rather than entrenching it by 
the significantly economic metaphors of enrichment or borrowing. Interdisciplinarity 
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is an encounter between embodied disciplines, which manifest themselves only in 
such encounters, and thereby highlight the socially constructed nature of facts, and 
the concomitant social responsibility of scholars.18

Interdisciplinarity as an academic, but also political practice consists in 
the juxtaposition of disciplinary discourses around a theme – here, a particular 
questioning of a crisis that poses the problem of science’s claims on the political 
process and its legitimacy. Individuals, card-carriers of their disciplinary party, 
would react to it, from their own background, with their own projects. When the 
world of scholarship was thus asked to submit writing projects related to the 
dictatorship of failure, it turned out not only that many different disciplinary outlooks 
have something to say about the crisis, but most importantly that many variously 
situated scholars see their own work as related to the crisis – whether they are in 
anthropology, in economics, in history, or in visual arts. Bringing different aspects, 
and different takes on, the dimensions of what each one considered as the crisis, 
generates a particular artifact, a puzzle or a patchwork, constituted as much by the 
pieces as by the gaps, lines or stitches between them. In the cracks between those 
interventions and their respective contexts, the overlaps generated by common, 
if differently framed, objects of concern, and the contradictions generated by the 
collision of intellectual traditions, we aimed at locating elements for alternative 
discussions and proposals for redefining, reclaiming, and reappropriating the crisis 
from discourses that have operationalized it out of its human essence. The politics 
of the crisis consist ultimately in the fact that the overwhelming majority has been 
robbed not only of pensions and savings, but also of the crisis itself. As a political 
practice, therefore, interdisciplinarity, before anything else, could challenge the 
fatalism of a particular narrative about the crisis, operate a form of intervention 
against the viral circulation of that homogeneous picture of the crisis, and reopen 
the dialogue about what is possible, what is impossible, and what is desirable. 
At bottom, interdisciplinarity as a practice of reaching out of one’s professional 
enlistment, as this scholarly endeavor started, is also a way of reflecting on one’s 
discipline’s contribution to the reality and sense of crisis, and especially to the fact 
that the crisis as we are told about it is not a crisis at all.

The crisis therefore can be all that and more: a crisis of disciplinary power, 
a crisis of confidence in democracy, a crisis of meaning for many, or a crisis of 
political communication. Asked from within the academic world, the question of 
the nature of the crisis points back in all cases to the responsibility of scholarship 
as a social function, and more especially so in the context of Europe, where the 
crisis has not opened widely any kind of space for alternatives to the image of a 
common market, a common agricultural policy, and common borders to keep the 

18  Scepticism about the fact-value distinction is a recurrent feature of critical interventions against 
the self-legitimating authority of science. Following the above mentioned diagnosis, Horkheimer 
proceeds to say: “Critical thinking, on the contrary, is motivated today by the effort really to transcend 
the tension and to abolish the opposition between the individual’s purposefulness, spontaneity, and 
rationality, and those work-process relationships on which society is built. “ Horkheimer 1972, 210.
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Global South at arms length. That the fate of European peoples and communities is 
subject to the same dictatorial and patronizing regime of truth that for decades and 
centuries Europe had imposed on its colonies and postcolonies intimates, among 
other things, the need for a larger consideration of whether Europe is something 
to be salvaged. Or whether, to paraphrase Gandhi, we should rather consider that 
Europe would be a good idea - yet to be born, yet to be implemented. This volume 
is therefore an experiment in interdisciplinarity, as an object that comes out of the 
political project of counting on assemblages, collectives, and networks of discourses 
as the antidote to the poison of hegemonic naturalized ideology, which for decades 
has ravaged the developing world with European’s blessing, and now is coming 
rightfully to claim its share of victims in the heart of the empire. That is where politics 
and science meet, rather than in the mere surface of technocracy competing with 
democracy as a mode of legitimating violence. What is critical about the current 
State of Europe? What is European about the crisis? Recapturing the various 
dimensions of those questions through the contrived encounter of heterogeneous 
discourses, we thought, would suggest points of departure to counter the dictatorial 
reign of macro-economic failure as the horizon of democracy in Europe.

V

The articles collected in this volume are organized by large themes, which we 
imagined to be common threads in political commentary outside of academia, and 
could be brought back to signal also academic interventions: legitimacy, finance, 
sacrifice, and the common good. Under these headings interveners from different 
disciplinary backgrounds react to the crisis and, both individually and by virtue of 
their contrived juxtaposition, speak (or are made to speak together by the editors) 
to the larger, framing theme. Many more themes and many more interventions were 
available, and we have not ruled out the possibility of reconvening this exercise at 
a later stage of European economic and political life to again experiment with the 
voice of interdisciplinary coexistence. 

Under the heading of legitimacy, the interventions intersect in enlightening 
ways, as they consider in different ways the European crisis as a crisis affecting 
Europe, that is, various explicit and implicit understandings that one can attach to 
“Europe” when talking of the crisis. Fernando Losada opens the volume with a legal 
and political project that in many ways sails to the heart of our initial questioning. 
Legitimacy is the center of attention, and the problem of legitimacy is tracked down 
along the ramifications of European law and regulation as it sets up institutions 
that wield economic power over the continent, such as the European Central 
Bank. Losada examines in detail the governance mechanisms of the Economic 
and Monetary Union from the perspective of contrasting ideas of legitimacy, and 
what its various sources are. Mikkel Thorup takes the discussion outside of the 
current conversation about deficits and public debts to address again legitimacy, 
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as it is problematized by the European crisis, but as it is exemplified by alternative 
modes of legitimacy to the democratic privileging of popular sovereignty. He walks 
us through the historical debate about the critique of liberalism associated with the 
figure of Carl Schmitt, and examines the claim concerning the political weakness 
of liberalism as already a negation of political decision and political responsibility in 
particular historical instances involving the crisis of liberalism. Mirroring concerns 
over the legitimacy of the liberal understanding of politics, Zora Kovacic addresses 
the legitimacy of economic discourses as it is highlighted by the crisis. At stake 
is here not the institutions or the actors, but the failure of a conceptual structure 
to make sense of the world at a point in time, thus suggesting the necessity of 
imminent recalibration, or perhaps revolution, on the scientific side of things. 
Kovacic describes the factual elements of the world financial crisis in a deceivingly 
linear narrative, followed by a critical consideration of the limitations inherent in 
neoclassical economics when it comes to addressing a phenomenon such as the 
financial crisis. Specifically, as the multiplicity of proposed expert explanations 
demonstrated, the crisis demanded an explanation across the blind spot of 
traditional economics, which is in her view the articulation of the micro and macro 
levels. As described, the legitimacy of each part fo the discourse is grounded in 
different descriptive and normative premises, and she suggests therefore moving 
to alternative approaches to the economics of the crisis, away from premises that 
could be, and have been, repeatedly challenged. As such, the dialogue between 
those contributions showcases the multiplicity of issues posed by the language 
of legitimacy, as it contaminates the network of elements constituting the crisis 
and its severity: institutions, political commitments and ideology, as well as expert 
discourses in charge of explaining the crisis. 

Three texts then address money and finance, suddenly therefore posited as 
one aspect of what the crisis could mean. Echoing Losada’s understanding of 
economic governance as independent from the processes that grant democratic 
legitimacy, Klaus Tuori focuses on the life and functions of the ECB as an economic 
agent, against the situation of economic crisis, and particularly the intersection 
of politics and finance created by the sovereign debt crisis in Greece, Italy, and 
soon elsewhere. The question, as indicated in the title, is deceptively simple. We 
know what the ECB does, but why does it do it? How do we understand the ECB 
as a European institution? The two preceding papers in that section give depth 
to that questioning, by broadening the horizon of discussions about the public 
debts of States, and the proper disposition of external actors towards the State’s 
failure to keep their credit healthy. Katarina Sehm-Patömaki addresses in a way a 
very simple presumption in framing the issue of debt recovery when dealing with 
sovereign States. While it is certain that debt, as well as debt recovery, must be 
sustainable, the issue is one of defining the method, and really the perspective, from 
which criteria of sustainability are drawn. In other words, what kind of discourses 
participate in the framing of sustainability as a concept in the negotiations over 
sovereign debt management? She proposes that the criteria are possibly one 
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sided, and possibly therefore unsustainable in a not so paradoxical way. After all, 
sustainability could encompass elements of the life of States that do not show up 
on the radar of public finance, such as the level of suffering of the state’s population. 
In the broader context of examining from where the issues are framed and the 
problems defined, before the solutions are designed, the third text of the section, 
poses another seemingly obvious question. When one talks about economic or 
financial crisis, what exactly is it that one is imagining? What do we mean by “the 
economy” and what do we mean about “international financial markets”? To the lay 
people who are the victims of the austerity measures such nebulous notions will 
seem remote and metaphysical, but surely to the economic actors themselves, and 
to the scholarly observers who want to make sense of it, those reference points 
must be made intelligible. Jon Cloke engages here in a theoretical exploration of 
the contemporary capitalist mode of production, accumulation and circulation of 
goods, services, and money, to illustrate the general thesis that the contemporary 
economic universe and its logic overflow the frame of traditional understandings of 
the economy – against the notion that the issue is merely one of increasing speed, 
increasing breadth, or increasing risk. Possibly then, the crisis is a conceptual 
crisis before anything else. From the echoes among the three contributions, a 
series of questions arise with relation to the social and normative grounding of 
technical concepts and notions, that are then deployed as methodological tools for 
the management of economic prosperity, whether it is in crisis or it is not.

The third section is devoted to the theme of sacrifice, and gathers explorations 
of the subjects and objects of suffering in the crisis. Matteo Stocchetti approaches 
the crisis from the question of opposition, as illustrated first of all by the issue of 
blame. The anger and frustration of many as the crisis unfolds is directed towards 
a target. Who is to blame for the situation? There is a variety of responses to 
that, each one with its consequences, most notably for possibility of imagining 
solutions, or rectification, or more importantly for Stocchetti, means of resistance. 
He proposes against the background of Polanyi’s Great Transformation the notion 
that under current conditions, new factors mitigate the mechanisms identified by 
Polanyi for the contexts in which, as he saw it, the unregulated self-sustained 
market threatens the dissolution of society. In thinking about the point of view of 
the victims of the crisis and then the austerity measures, the issue is that of the 
effect of “marketspeak” on the availability of vantage points for resistance, given 
its imperial exclusion of any other discourse’s aspirations to authority. Patrizio Lo 
Presti echoes in peculiar ways this line of inquiry, by shifting sensibilities from the 
realm of political economy to psychological sensibilities. The point of departure, 
here again, is the presumed people, that is, the addressees of the mandate to 
sacrifice, who is then materialized in austerity. As a display of interdisciplinary 
confrontation, he stages a meeting between the economics of austerity measures, 
and the idea of a psychological attitude of the sufferers of austerity towards the 
conditions and context of austerity. Here also, we have echoes of questionings 
arising in other papers addressing other dimensions of the crisis, such as the 
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recurrent questioning around the framing of notions instrumental to the formulation 
of the crisis and its solutions come to life. Here, unpacking austerity as an idea 
generates the meeting of social psychology, philosophy and economics to clarify 
the very specific, and very slanted, logic that sustains austerity as referring to 
a particular bearer of sacrifices. Finally, in this collective consideration of the 
sociological basis of crisis and austerity, Golfo Maggini adds the contribution of the 
history of contemporary continental philosophy, by examining the European crisis 
in the context of a century-long reflection on the idea of crisis as associated with 
Europe. Maggini presents and defends Jan Patočka intimate phenomenological 
reflections around Europe and particularly Europe›s critical relationships with war 
and technology in the twentieth-century, as a background to an examination of 
the current European crisis as both a crisis and European. One can experience 
an almost inescapable sense of loss of meaning when confronting, as she does, 
contemporary rhetoric about crisis and economic war, on the one hand, and 
Patočka’s seemingly relentless attempt at grasping the nature of the crisis suffered 
by Europe’s civilization, or super-civilization, in the course of the twentieth-century, 
in particular through the transformative experience of total war as itself the ultimate 
expression Europeanity. 

The last section addresses elements of the crisis that points to future 
alternatives, be it in terms of political imagination or moral aspirations stimulated by 
the crumbling of hope in received structures of meaning and legitimacy. Beckoning 
to the question, and location, of morality in the narratives of the crisis, Kelly Grotke 
juxtaposes two languages seemingly foreign to one another: Mandeville›s Fable 
of the Bees and the professional standards of accounting. The encounter, as 
should be expected, generates sets of questions not previously self-evident about 
accounting, an issue otherwise central to the mainstream account of the European 
crisis. How do different, and differently generated, codes of professional standards 
depict the social position of the profession through the values that they convey? 
What kind of virtues, in more literary terms, are conveyed by the codes? And based 
on that, what type of code, with what type of content and rules, should we prefer 
for a profession, depending on whether we attach importance to the distinction 
between private life and public sphere? Whereas we are talking about money and 
professional discipline, the intimations in that discussion point again to the question 
of legitimacy, and the reassuring yet obfuscating effect of strict oppositions, whether 
it is between public and private, or between politics and economics. Why not speak 
of the morality of accounting, and therefore discuss accounting as a moral practice 
itself? The final essay of this volume, by Thomas Wallgren, captures many of 
the themes at play in the rest of the pieces and in our initial reflection. A central 
proposition of Wallgren’s is that there is indeed a variety of ways of constructing 
the crisis, explaining it, and then attempting to resolve it, but there is one dominant 
framing of the crisis, which needs to critically assessed. Wallgren examines this 
standard view of the crisis from different angles: its presuppositions, its basic tenets, 
and then its consequences for both economic policy and the European project. He 
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suggests that the standard view is problematic, especially in the distracting effect 
of the recurrent narrative, supported especially by a segment of European liberal 
Left constituencies, of the democratic deficit. As Wallgren explains in historical 
and political terms, the democratic deficit is built into the European project that is 
now described as in a state of crisis. What did all these people mean when they 
were talking about democratic deficit? And similarly, is it not clear that the crisis is 
really not a crisis at all for certain people? Wallgren helpfully proceeds to critically 
engage with political narratives that have produced a frame for the explanation but 
also the experience of the crisis, with reference to overarching political objectives. 
Responding to our initial questioning, Wallgren asks in return: what crisis are we 
talking about? What Europe are you talking about? Who says that the crisis of 
Europe as we know it should be a bad thing? And why would anybody want to say 
that? Those questions then help clear the way for considerations of alternatives 
that will transcend the present contraction of the political space due to the narrow 
depiction of the crisis. Can saving Europe really justify austerity and sacrifice of 
the many for the few? Imagining the future may then mean that the people who are 
addressed as the bearers of national salvation and destiny will have to reclaim the 
crisis from the hands of the experts and make it their own.
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Governance in the Eurozone has recently been reinforced following two different 
but complementary strategies. On the one hand, the passing of several legal acts 
of secondary EU law (known as the Six Pack and the forthcoming Two Pack) has 
strengthened the existing, but perceived as insufficient, coordination of national 
economic policies. On the other hand, a piece of international law has been 
signed by all but two of the Member States (the Treaty on Stability, Coordination 
and Governance in the Economic and Monetary Union) in order to install in their 
national legal orders the principles guiding European economic governance. This 
paper is particularly concerned with the legitimation mechanisms for these new 
arrangements. In previous research the author established a threefold scheme for 
studying different examples of governance in relation to democratic legitimacy. In 
particular, governance can be conceived (1) as fully respecting decisions adopted 
according to democratic legitimacy and emphasizing its efficient implementation; 
(2) as complementing democratic legitimacy, for instance by accepting or even 
integrating technical and expert advice in public decision-making; or (3) as an 
alternative to democratic legitimacy, as is the case when public decision-making 
relies on independent non-majoritarian agencies. The aim of this paper is to proceed 
with a democratic legitimacy assessment of recent developments in Economic and 
Monetary Union (EMU), in particular of the new governance mechanisms resulting 
from those two strategies. This task cannot be carried out without dealing with the 
underlying conceptions EMU is based on, and from which its particular features 
result. Hence, we will first describe and specify the theoretical models according 
to which the relationship between governance and democratic legitimacy can 
be assessed (I). In a second step, we will describe the main features of EMU as 
designed in Maastricht (II) and will compare that construction with the theoretical 
models (III). A description will follow of the development of governance in the 

1 Postdoctoral researcher at the Center of Excellence in Foundations of European Law and Polity. 
The author would like to thank Klaus Tuori for his detailed comments, as well as the participants in the 
Symposium Dictatorship of Failure. Perspectives on the European Political and Economic Crises, 
held at the Helsinki Collegium for Advanced Studies on the 15th and 16th November 2012, where a 
previous version of this paper was presented. The contents are updated to the 4th of February 2013.
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European Union and, in particular, of the new governance mechanisms recently 
designed for EMU (IV). Then, we will assess them against the yardstick of our 
theoretical models (V). Finally, we will conclude by summarizing the main findings 
of the survey (VI).

I. A conceptual framework for studying 
(economic) governance

The relationship between governance and democratic legitimacy depends on the 
particular manifestation of each concrete governance mechanism. Thus, there is 
not a clear, stable and permanent link between both theoretical concepts. Such a 
link may exclusively result from each concrete realization of governance theories. 
Departing from this basic assumption, we will articulate the disparate manifestations 
of governance into three narratives (ideal theoretical reconstructions) under a claim 
of internal consistency. In turn, these narratives will constitute the parameters 
against which specific examples of governance can be measured.

Governance mechanisms provide very different responses to some of the 
challenges Western democracies are currently facing. Among them we can mention 
how to address increasing social complexity, the decline of political representation 
because of the power of the media, the relevance of specialized and technical 
knowledge in the adoption of public decisions (which, in the terminology coined by 
García-Pelayo (1972), has led to a technological civilization), emphasis on results 
instead of on procedures (output versus input legitimacy) or the importance of the 
implementing stage in the political process. Elaboration of the theoretical models 
results from grouping the several responses to these challenges provided by the 
various governance mechanisms according to three coherent narratives.2

For the purposes of a paper revolving around the economic governance of 
EMU, it is important to mention, at least briefly, the challenge that the integration 
of scientific knowledge in political decision-making poses to representative 
democracies. This challenge, personified in the figure of technocrats, is twofold, 
since on one hand the compartmentalization of problems inherent to this type of 
knowledge prevents an adequate response to social complexity (problems may 
refer to a specific field, but they usually have an impact in related areas), while on 
the other hand the mere subordination of public authorities to updated technical 
knowledge removes, avoids, or at least challenges, any political responsibility for 
their decision.

Habermas has referred to this paradox. His argument could be summarized 
by saying that the greater the integration of scientific knowledge in public 
decision-making procedures, the less political responsibility for them (and vice 

2 For a more detailed explanation of how the models are elaborated, see Losada, forthcoming 
2013 (chapter 2). A different analytical approach to the relationship between governance practices 
and legitimacy in Bekkers and Edwards 2007, 35–60.
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versa). Depending on the relationship between experts on the subject matter 
and representatives of the political community, Habermas distinguishes three 
decision-making models. In the first of these, the decisionist model, the technique 
is considered an auxiliary element of political strategy, so that decisions are 
taken under convictions and not because of an uncontroversial technical reason 
(Habermas 1999, 132; García-Pelayo 1972, 69). The technocratic model, on the 
other hand, would lead to adoption of these decisions by experts and technicians, 
detaching decisions from any political agenda or world view and allowing them 
to achieve the consideration of absolute technical truths.3 Finally, the pragmatist 
model presupposes a dialogue between the expert and the politician, from which a 
political decision is expected to emerge according to the technical circumstances 
(Habermas 1999, 138; García-Pelayo 1972, 69–70).

Our three discourses or theoretical models establishing a relationship between 
democratic legitimacy and governance mechanisms are an elaborated construction 
that departs from this distinction (but not equivalent to it, as we will see). We can 
regard them as three specific and homogeneous views within a continuum. Thus, 
taking as a reference a line representing democratic legitimacy, we will depart from 
the end at which governance carefully respects it and just focuses on effective 
implementation of decisions adopted in accordance with it. We will later stop at 
a medium point, which corresponds to a narrative in which governance would 
be a complement to democratic legitimacy. Finally, we will reach the other end, 
where governance is conceived as an alternative to democratic legitimacy or as 
a reformulation of the parameter according to which legitimacy should be tested. 
Thus, our three theoretical constructs exhaust the space of the continuum in which 
we represent democratic legitimacy. 

A) Governance as effective implementation 

The first theoretical model articulating existing governance mechanisms that 
are unrelated to each other in a coherent discourse, conceives governance as a 
system fully respecting democratic legitimacy and seeking to improve efficacy at 
the stage in which decisions are implemented or enforced. The core idea of this 
first model, therefore, is to respect democratic legitimacy and to redefine the role of 
bureaucracy, replacing its traditional hierarchical character for a more flexible one, 
according to the approach of governance.

This new approach to bureaucracy carefully takes into account, at least as far 
as participation is concerned, the view of those affected by public decisions and, 
especially, of the key institutions responsible for implementing them. Therefore, 

3 Habermas 1999, 134; García-Pelayo 1972, 67; Bobbio (1987 [1984], 37) considers that 
technocracy and democracy are deeply antithetical, since “[t]he hypothesis which underlies 
democracy is that all are in a position to make decisions about everything. The technocracy claims, 
on the contrary, that the only ones called on to make decisions are the few who have the relevant 
expertise”.
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the main asset of this model is that individuals and groups affected by a norm 
as well as administrative bodies responsible for carrying out its implementation 
would be closely involved in decision-making procedures adapting the general rule 
to the context in which it must be applied. This participation would be aimed at 
transferring knowledge about the geographical, social or economic peculiarities 
for more effective implementation. For this reason, coordination between different 
levels of government during the whole implementing process is supposed to be 
very close.

Moreover, in this model technical decisions would be assigned to those 
administrative bodies expert on implementation. Indeed, the administration 
has a number of technicians integrated into the civil service who guarantee the 
best possible adaptation of a political decision to updated technical knowledge. 
Importantly in this respect, executive agencies are the preferred method for acting in 
specific technical areas (technocratic model) while benchmarking is favoured when 
dealing with more general areas in which the interaction between politicians and 
experts is higher (pragmatist model). Thus, a public authority delegates to experts 
a quota of its power of decision. However, in the eyes of the public, performance 
by the experts will be part of government action. Indeed, the responsibility for 
technical decision-making rests with the administrative body, which in turn reports 
to the government, allowing the political power always to have an input or even the 
last word on a technical decision.

With regard to the institutional arrangements that would result from this model, 
this new way of understanding bureaucracy would make administration highly 
flexible in order to adapt it to the wide range of contexts in which policy decisions 
are implemented. In addition, some permanent links would be established 
between representative bodies from all levels of government, perhaps somehow 
institutionalizing their participation, but always taking into account the identification 
of particularly affected bodies, which would be carefully addressed.

B) Governance as a complement to democratic legitimacy

A second way of conceiving governance would be as a reinforcement of 
democratic legitimacy. According to this theoretical model the effectiveness of 
public action needs to be increased. The key element here is that the improvement 
in effectiveness is subordinated to democratic legitimacy. Thus, this conception 
of governance would emphasize that public decisions should properly reflect the 
will of the political community. But this can no longer be adequately achieved 
just by resorting to representative institutions. Governance would, therefore, be a 
correction of this deficiency.

This eagerness to make public decisions accurately reflect the will of the 
political community means that when adopting them political bodies would devote 
special attention to participation by social actors, mainly through what is known as 
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organized civil society. Those interactions, nevertheless, may face some difficulties. 
First, because although it is true that organized civil society is an indirect means of 
expressing the will of the political community, it is also true that its most important 
stakeholders will be precisely the ones which will exercise the decisive influence 
when adopting the decision. By stakeholders we mean those social actors affected 
by the decision and those whose interests are involved in it. It should be noted, 
therefore, that these actors, be they companies, associations of people or private 
citizens affected, usually defend their particular interests,4 so that public authorities 
are ultimately those who will have to represent the common interest. A second 
problem with this type of interaction is to determine who is affected and who is not, 
since the final content of the decision may depend on who is entitled to participate 
in the decision-making process. A final problem concerns diffuse interests, 
represented by barely relevant actors and individuals, who rarely have access to 
decision making.

But the relevant point about these interactions is the impact they have on 
the structure of society. On the one hand, since interests are better defended 
collectively than individually, this kind of governance fosters the emergence of 
society-organizing networks of actors, thereby minimizing the chances of exclusion 
or marginalization of diffuse interests. Thus, by exchanging information and pooling 
resources, these networks help organized actors to influence the decision-making 
process by lobbying during the whole legislative process. Furthermore, it should 
be mentioned as an additional consequence that since those affected by public 
decisions will be different depending on the case, each decision would involve 
the participation of a particular sector of the political community. Consequently, 
we could therefore predict that the more powerful in society an actor is, the more 
it will participate in public decisions. As a result, its leading position in society will 
be strengthened and will make of it a factual power.5 The foundations of a post-
democratic society are thus reinforced by this discourse of governance.6

Moreover, since in this conception of governance the principle of efficiency is 
still subordinated to democratic legitimacy, we must assume that the institutional 
arrangements resulting from it would be similar to those currently existing. Traditional 

4 Non-governmental organizations are a special case, since theoretically they defend the general 
interest (notwithstanding the fact that they sometimes simply act in defence of their prerogatives and 
the rights acquired by reason of their political activity).

5 Far from being a mere theoretical concern, this seems to be the case. See for example how a 
network of major corporations successfully lobbied in order to include the most favourable version 
of impact assessment for them in European Treaties in Smith, Fooks, Collin, Weishaar, Mandal & 
Gilmore 2010, 1–17.

6 Colin Crouch not only coined the term but has also used it for revealing some hidden features of 
the concrete realization of the democratic ideal in our times: “My central contentions are that, while 
the forms of democracy remain fully in place – and today in some respects are actually strengthened 
– politics and government are increasingly slipping back into the control of privileged elites in the 
manner characteristic of pre-democratic times; and that one major consequence of this process is 
the growing impotence of egalitarian causes”, Crouch 2004, 6. Crouch has refined his ideas on post-
democracy in Crouch 2011, in which he explores the role corporations play in our society after the 
economic crisis.
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bodies of popular representation (parliaments) and heads of bureaucracy or of 
executive power (governments) would not lose their current main features and 
would continue to be the centre of political activity. The only new item this type 
of governance would imply for the institutional system will be the channelling of 
participation through consultation processes with stakeholders. This will enhance 
the deliberative nature of democracy.

Especially important is participation in the legislative process of all the 
different levels of government. Since they are representative bodies, this way 
of understanding governance would privilege their participation in the political 
process. However, in certain matters the interests of some lower representative 
bodies will be opposed. This means that in these cases their participation will follow 
the path of negotiations, in which each actor tries to get the maximum benefit to the 
detriment of the interests of other actors (zero-sum game).

As for technical decisions, since democratic legitimacy still prevails over the 
claim of effectiveness, representatives of the political community will adopt them. 
This does not prevent representatives from being advised on the matter by technical 
experts, whose arguments can indeed influence their decisions, but the final word 
and, therefore, responsibility for the decision, will lie with representatives of the 
public interest. The integration of specialized knowledge in public decision-making 
procedures is thus guided by the decisionist and pragmatist models, but citizens 
will at the end of the legislature’s term of power assess the whole set of public 
decisions. Therefore, the democratic principle is still observed.

C) Governance as an alternative to democratic legitimacy

The ideal narrative or theoretical model according to which governance would 
constitute an alternative discourse to democratic legitimacy7 is determined by two 
trends. First, the complexity and the constantly changing environment in which 
decisions are enforced, along with the popular demand for results for social 
problems, explain a concern about the effectiveness of political action rather than 
about democratic legitimacy. Secondly, the progress of technological civilization 
allows specialized and scientific knowledge to become involved in the decision-
making process. The combination of these two trends (outcome legitimacy and 
technocracy) constitutes the foundation of our third theoretical model of governance. 
As a reply to some legitimacy concerns arising in Western democracies during the 
last third of the past century (Crozier, Huntington and Watanuki 1975), it emphasizes 
the weak points of the authority-based hierarchical organization of bureaucracy 

7 In fact, this in principle just theoretical possibility has already been detected in Western 
democracies: “Where the rich democracies were once diagnosed as suffering a crisis of governability 
(…), today they are more likely to be diagnosed as suffering a deficit of democracy. More exactly, 
there is fear of parallel government, imperium in imperio: new structures of public action, outside 
the old ones, whose efficacy undermines the legitimacy of traditional democracy without offering an 
equivalent form of accountability of its own”, Sabel 2001, 122. 
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and its use of classic constitutional and administrative law, and proposes to obviate 
the traditional decision-making processes.

The basic assumption of this theoretical model of governance, seeking an 
improvement in the effectiveness of political action, is that public decision-making 
should be attached to specialized and non-representative bodies or be subject to 
special procedures not based on democratic legitimacy. Therefore, specialists, as 
holders of scientific knowledge, would be in charge of deciding on public issues. 
The political power, as less competent than experts (or even not competent at all), 
is not to interfere in issues considered technical and should renounce a say on 
such matters, whereas experts are on institutional authority to do so. Thus, this 
governance narrative constitutes the highest expression of the technocratic model 
of decision-making. In this regard it is also worth noting the low profile of the role to 
be played not only by representatives of the political community in general, but also 
by other actors who by virtue of their democratic legitimacy would enjoy a special 
share in the decision-making process, such as representatives of lower (regional 
or local) bodies.

The aim of increasing the effectiveness of public action would even lead to 
assuming lack of direct responsibility over decisions, breaking what for certain 
conceptions of democracy is one of its key principles. However, we must remember 
that what this model proposes is precisely an alternative institutional realization of 
democracy which legitimizes resort to decision-making methods other than those 
used when legitimacy is derived from representative democracy. Therefore, the 
blurring of direct responsibilities does not break the consistency of the theoretical 
model. In fact, there are different conceptions of democracy, some of them admitting 
that diffusion of power and institutionalization of a system of checks and balances 
to prevent the dictatorship of the majority can be understood as a legitimate and 
democratic form of domination.8

As to the institutional system that this type of governance would entail, the 
need to adapt to social circumstances or to those arising from continuous technical 
progress allows us to assume that institutional arrangements for this type of 
governance would be highly flexible, if they have not been created ad hoc. Since 
their decisions are primarily technical, decision-makers on a particular matter could 
always be the same (the most renowned experts in the field, for example), but due 
to progress in scientific knowledge we would assume that these players will take 
turns from time to time.

Finally, referring to the instruments and practices this vision of governance 
would resort to, it seems feasible that among them would be regulatory agencies, 
responsible for development of technical standards that affect a particular sector, 
as well as self-regulation practices, by which sectoral actors themselves agree and 

8 On this see Madison 2003 [1780]. Yet, this realization of the democratic principle, like all 
others, is not without its problems: “By separating power among President, House, and Senate, 
the Madisonian pattern not only generates a host of lawmaking pathologies, but also disrupts the 
coherence of professional public administration”, Ackerman 2000, 725. 
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adopt regulations affecting them. In this sense a widely established example in 
our democratic systems is the so called social dialogue between social partners, 
who are able to adopt sectoral implementing norms, as collective agreements are, 
without being backed by democratic legitimacy.

D) Some considerations on the models

As a culmination to this theoretical construct of the three ideal narratives according 
to which the different manifestations of governance can be consistently re-
conceived, the possible relationships between these models will be briefly outlined. 
The first consideration in this regard is that the models which conceive governance 
as effective implementation and as a complement to democratic legitimacy are not 
mutually exclusive. Indeed, the two respect democratic legitimacy, but at different 
stages of the regulatory process: one aims at strengthening it at the time when 
decisions are adopted and the other when they are implemented. For this reason 
the measures they both propose can be considered compatible. However, although 
both models aim at reinforcing the democratic legitimacy of public decisions 
involving other actors in their adoption or implementation, their approaches are 
different. While one emphasizes participation by social actors in order to reflect as 
closely as possible the popular will when taking decisions, the other, still counting 
on those social actors, primarily fosters contact with institutional stakeholders 
at local and regional levels as acquainted with the environment in which public 
decisions are to be applied.

Regarding the relation between the model which conceives governance as 
an alternative to democratic legitimacy and the other two, their incompatibility is 
obvious since the assumptions they depart from (observance or not of democratic 
legitimacy) are radically opposed. Thus, the models that are configured as an 
alternative and as complement to democratic legitimacy cannot coexist because 
they are based on assumptions that are mutually exclusive at a particular procedural 
stage of the regulatory process: adoption of decisions. One might think that, since 
they refer to different procedural moments, the situation would be different when 
we relate the model conceiving of governance as an alternative to democratic 
legitimacy and the model calling for effective implementation of democratically 
legitimated decisions, but the assumption that makes either speech coherent (their 
relationship to democratic legitimacy) prevents the compatibility of both narratives.

II. The original design of Economic and 
Monetary Union in Maastricht

It is well-known that the design of EMU rules in the Treaty of Maastricht was based 
on a split of monetary and economic policies. This was the result of the compromise 
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achieved by the Delors Committee in charge of the EMU negotiations.9 Making 
a caricature of this compromise, we might say that Germany only agreed to the 
French claim to establish a common currency (thus renouncing the Deutschmark, 
symbol of its economic prosperity after the Second World War) on the condition of 
replicating at the supranational level the main institutional design of the successful 
German economic setting.10 This institutional design was mainly based on Central 
Bank independence, as a way to guarantee price stability and to avoid time-
inconsistent policies leading to inflationist experiences of fateful memory.11 At the 
same time, a common economic government was rejected, economic policies 
being still in the competence of Member States. 

The result was the twofold conception mentioned. Monetary issues were 
conceived as a common policy, carried out within a new institutional setting: the 
European System of Central Banks (ESCB) with the European Central Bank (ECB) 
at its head. Its main feature, as agreed in the negotiations, was its institutional 
independence. Economic policies, on the other hand, were still in the competence 
of national governments, but a new procedure was established allowing for their 
necessary coordination. In this case no new institutional setting was created. 
Instead, Member States relied on existing institutions. However, it must be noted 
that, as to coordination of economic policies, European institutions were given 
different tasks than those which they were carrying out in other areas of EU law. 
This represented a move from the community method to what can be considered a 
direct precedent of the open method of coordination.

A) Main features of the common monetary policy 

EMU was designed as a political process in different and successive stages. For 
those Member States participating in the third (and final) stage of EMU or, putting 
it differently, for those Member States whose currency is the euro, all competences 
related to monetary policy, including fixing the exchange rate, have been conferred 
on the European Union (Article 3.1.c TFEU). Hence, they are exclusive competences 
at the supranational level. In addition, and as mentioned above, a new institutional 
setting (the ESCB and ECB) was established solely for dealing with these new 
exclusive competences. Thus it is important to bear in mind that competence over 
monetary issues and the institutional setting for dealing with them are indissolubly 
bound. The ESCB and ECB exist in order to fulfil the task assigned to them by 

9 On the EMU negotiations see Dyson and Featherstone 1999.

10 “In the light of the success of the Bundesbank, it is only natural that the German public will 
expect that any successor, which could take its place at the European level, should be at least as 
well equipped as the Bundesbank to defend price stability”, Tietmeyer 1991.

11 However, notice that this was not the original purpose, but the result of the Bundesbank’s 
institutional design. On this see Bibow 2004, 2–13.
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the Treaties, and that task (monetary policy) can only be carried out by these 
institutions. Substance and form are inextricably linked in this concrete policy.

This is reflected in the aims of both the policy and its institutional setting. 
Substantively, the primary objective of the single monetary policy is to “maintain price 
stability and, without prejudice to this objective, to support the general economic 
policies in the Union” (Article 119.2 TFEU). Regarding the institutional setting, the 
main objective of the ESCB is to “maintain price stability. Without prejudice to the 
objective of price stability the ESCB shall support the general economic policies in 
the Union” (Article 127.1 TFEU). Underlying this almost identical drafting are two 
parallel ideas: policy has to be driven towards price stability, and the institution in 
charge of conducting policy has to lead towards the very same aim. But they also 
mean that if new actors were assigned a role in policy, price stability will still be 
the aim to be achieved. The same can be said if new competences were conferred 
on the ESCB, since price stability will still be the main aim of its activity. This is of 
significant importance, as we will see.

The link between form and substance is also evident when considering how the 
ESCB is supposed to carry out its task of maintaining price stability. Independence of 
the authority in charge of monetary policy from political institutions is the cornerstone 
of the system. Avoiding all political interference when conducting monetary policy 
will increase the chances of meeting the aim of price stability. Therefore, members 
of the ESCB and ECB are forbidden to seek or take instructions from any European 
institution or any government of a Member State, and in turn the latter agree to 
respect the independent status of the ESCB and ECB (Article 130 TFEU). As a 
matter of fact, Member States have to guarantee the independent status of their 
own Central Banks in their national legislation, so as to avoid all possible influence 
on them (Article 131 TFEU).

B) Main features of the coordination of (national) economic policies

Establishing a common monetary policy not paralleled by a common economic 
government requires coordination of national economies in order to reduce 
disparities between them. Otherwise Member States could take advantage of 
the shared context by transferring the costs of their national policies to the other 
Member States. But mere coordination is not enough to guarantee EMU stability: 
limitation of national economic policies is also required. This is the reason why 
the common currency is accompanied by some restrictions of national economic 
policies, specifically concerning budgetary deficit and public debt. 

As to coordination of national economic policies, the main instrument at the 
disposal of European institutions for carrying it out are the broad economic policy 
guidelines for the European Union and its Member States (Article 121.2 TFEU). 
The Council adopts a recommendation with these guidelines after a proposal by 
the Commission and political agreement by the European Council. The European 
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Parliament only has to be informed once a recommendation has been adopted. 
Thus in procedural terms coordination is of a clear political nature, with national 
executives (either in the formation of the Council or at the European Council) having 
full responsibility over the content of the guidelines. The same conclusion can be 
achieved when considering the legal act adopting the guidelines, since the Treaties 
describe recommendations as having “no binding force” (Article 288 TFEU).

Coordination of national economic policies is monitored through a multilateral 
surveillance procedure (Article 121.3 and 121.4 TFEU).12 The Council is responsible 
for checking that Member States’ performance adjusts to the requirements of the 
overall strategy for the Union described in the guidelines. To that end, Member 
States keep the Commission informed about all economic measures they adopt, and 
it prepares a report for the Council. If Member States’ measures are not consistent 
with the guidelines or some economic developments may jeopardize the Union’s 
objectives, the Commission can issue a warning to the Member State(s) concerned. 
In a further step, the Council may finally adopt a recommendation to that end and, 
if necessary, even make it public. As is obvious from this description, multilateral 
surveillance is also of a mainly political nature, since no legal sanction exists for 
conducting economic policy beyond the margins established in the guidelines. As 
it was designed, the system bases Member State compliance in their commitment 
to policy objectives and, if necessary, in the political peer pressure exerted at the 
Council. Once again, there is not more than an obligation to report to the European 
Parliament about all events related to multilateral surveillance (Article 121.5 TFEU). 
All these elements show that according to the basic design of EMU, economic 
policies remain a national competence.

This basic principle notwithstanding, EMU imposes some restrictions over 
national economic policies. The whole system is based on the concept of economic 
stability. Accordingly, “Member States shall avoid excessive government deficits” 
(Article 126.1 TFEU). The importance of sound public finances is expressed in 
limitations to Member State budgetary deficits, which cannot exceed 3% of GDP, 
and public debt, which cannot go beyond 60% of GDP (Article 126.2 TFEU in 
relation to Article 1 of Protocol No. 12 TEU on the excessive deficit procedure).13 
A somewhat tighter monitoring system than the one for coordination of economic 
policies is established for ensuring observance of these requirements: an excessive 
deficit procedure is launched by the Commission if a Member State breaches them 
or is perceived by the Commission to be at risk of doing so, although it is for the 
Council to finally decide about the existence of an excessive deficit. In such a 
case, it must adopt a recommendation addressed to the Member State concerned 

12 The procedure was further developed by Council Regulation (EC) 1466/97, of 7 July 1997, on 
the strengthening of the surveillance of budgetary positions and the surveillance and coordination 
of economic policies (OJ L 209, 2.8.1997, 1).

13 Rules laid down in Article 126 TFEU were defined more precisely and strengthened by the 
Stability and Growth Pact, constituted, in particular, by the Resolution of the European Council of 17 
June 1997 (OJ C 236, 2.8.1997, 1) and Council Regulation (EC) 1467/97 of 7 July 1997 on speeding 
up and clarifying the implementation of the excessive deficit procedure (OJ L 209, 2.8.1997, 6).
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establishing some time limit for putting an end to the situation. Publicity of these 
measures can follow if no effective action has been taken by the Member State. If 
the situation persists nevertheless, the Council gives notice to the Member State 
of the measures to be adopted in a certain time limit, and can oblige it to submit 
periodic reports about how political measures for economic adjustment are being 
implemented (the whole procedure is described in Article 126.3 to 9 TFEU). 

Up to this point the procedure is mainly of a political nature. On the one hand, 
this results from its exclusion from the scope of the infringement procedure before 
the CJEU (Article 126.10 TFEU); on the other, the Court itself has acknowledged 
that the Council has discretion not only to determine the existence of an excessive 
deficit, but also to make its own “assessment of the relevant economic data, of 
the measures to be taken and of the timetable to be met by the Member State 
concerned”.14 This means that there is no obligation on the part of the Council to 
follow Commission proposals or, in other words, politics still have a role to play at 
the Council. 

If the Council finally reaches the last stage in the procedure, the door is open 
for it to impose sanctions on the Member State concerned, namely requiring 
publication of additional information before issuing bonds, inviting the European 
Investment Bank (EIB) to reconsider lending policy towards the Member State, 
requiring the deposit of some sum until the excessive deficit has been corrected, 
or to impose fines (Article 126.11 TFEU). These measures are all of a binding 
nature so that their non-observance may result in the Commission launching an 
infringement procedure.

C) The relation between common monetary policy and 
coordination of national economic policies 

A final consideration must be made about how supranational monetary policy and 
national economic policies relate to each other. Both policies are intimately linked 
and it is not easy to separate them. Isolating monetary policy and conferring on the 
ECB the exclusive competence to define and implement it assures that Member 
States cannot directly interfere with the objective of price stability. However, some 
additional measures are required to guarantee that they do not put that objective 
at risk indirectly, in particular by not caring enough about the soundness of their 
public finances. To avoid this situation, in addition to the measures of a non-binding 
character we have reviewed, some other binding provisions in the Treaties prohibit 
credit facilities from the ESCB to any public institution (Article 123 TFEU), ban 
privileged access to financial institutions by public institutions (Article 124 TFEU) 
and rule out the transfer of liabilities from one Member State to other or to the 

14 Case C-27/04, Commission vs. Council, of 13 July 2004 [2004] ECR I-06649 (paragraph 80).
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European Union – what is known as the non-bailout clause (Article 125 TFEU).15 
The result of these provisions in combination is that Member States have to resort 
to markets when looking for financing. Since the cost of financing in the markets 
would be higher than when just printing money or borrowing on favourable conditions 
from the central bank, Member States, the argument goes on, will be aware of the 
importance of not going into the red. This would contribute to the soundness of 
their public finances. But, in addition, markets will impose different costs when 
lending money depending on the economic performance of each Member State. 
This means that for those with a budgetary deficit or public debt problems the cost 
of borrowing will be higher. Accordingly, markets will discipline profligate Member 
States if multilateral surveillance and the excessive deficit procedure do not.16 

III. A democratic legitimacy assessment of Economic 
and Monetary Union as established in Maastricht

When seen through the lens of our three theoretical models, EMU provisions as 
originally designed in the Maastricht Treaty correspond to two of these models. On 
the one hand, monetary policy was delegated to an independent institution, the 
ECB, in charge of conducting that policy according to its own technical knowledge. 
EMU was thus conceived as an alternative to democratic legitimacy. On the other 
hand, economic policies were to be decided by national parliaments, although 
different degrees of intervention from the European level were foreseen. This 
basically corresponds to the model complementing democratic legitimacy, although 
a more nuanced and detailed assessment is required.

The creation of an independent body with exclusive competences over monetary 
policy, as is the case with the ECB, corresponds to the model conceiving governance 
as an alternative to democratic legitimacy. Of significance in this matter are the 
conditions under which powers are transferred to the independent body. From a 
political science perspective (theory of principal and agent) the relevant question is 
how to strike the right balance between independence of the agent and control by 
the principal, from where legitimate power emanates. The more independent the 

15 When seen from the perspective of the ECB these provisions can be understood as guaranteeing 
its independence. See in this issue Tuori 2013. This seems to be an extended view: “Germany also 
eagerly designed the Maastricht regime so as to shield the central bank system from public debt in 
order to protect its glorified independence”, Bibow 2012, 31.

16 The Court of Justice recently arrived at the same conclusion when for the first time it had to 
interpret the provisions on EMU in a constitutional tone: “It is apparent from the preparatory work 
relating to the Treaty of Maastricht that the aim of Article 125 TFEU is to ensure that the Member 
States follow a sound budgetary policy (see Draft treaty amending the Treaty establishing the 
European Economic Community with a view to achieving economic and monetary union, Bulletin 
of the European Communities, Supplement 2/91, 24, 54). The prohibition laid down in Article 125 
TFEU ensures that the Member States remain subject to the logic of the market when they enter 
into debt, since that ought to prompt them to maintain budgetary discipline. Compliance with such 
discipline contributes at Union level to the attainment of a higher objective, namely maintaining the 
financial stability of the monetary union”. See case C-370/12, Thomas Pringle v. Government of 
Ireland, Ireland and the Attorney General, of 27 November 2012, not yet published (paragraph 135).
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agency, the more difficult it is to monitor its activities. In turn, the greater the control 
over the agency is, the less its room for manoeuvre and its independence from 
political power – the very reason for creating it. The concrete balance in each case 
is determined by the legal act by which delegation takes place. This is why from a 
legal point of view (theory of delegation) the issues involved are the exact content 
of delegated powers, the concrete purpose for which they are delegated and the 
legal conditions the body has to observe when carrying out its activity. 

In the particular case of the ECB the balance struck between Member States 
(principal) and the Bank (agent) leaves to the agent enormous room for manoeuvre 
over the highly sensitive issue of monetary policy without establishing any proper 
control by the principal. Member States and EU institutions have to fully observe 
Central Bank independence, the treaties explicitly guaranteeing it. This extremely 
loose delegation can only be understood when broadening the scope to see the 
full picture of the institutional architecture of EMU as designed in Maastricht. Once 
we take some distance it seems evident that, as mentioned, the institutional design 
of EMU and its ECB was very much inspired by the German economic setting 
and the Bundesbank: an independent central bank was in charge of monetary 
policy, guaranteeing price stability by keeping it away from the reach of politicians. 
Nonetheless, some differences between the two regimes have to be pointed out. In 
the German case central bank independence was a measure adopted for the better 
implementation of a democratically legitimated decision by which the legislative 
power considered price stability the main aim of Germany’s economic policy. It was 
considered that the best way to avoid time-inconsistencies in monetary policy was 
to assign its implementation to an independent body, but it was always possible for 
the German Parliament to overturn this political decision.17 

A similar setting seemed to be established in the European Union, but a closer 
examination of the conditions will lead us to different conclusions. In the first place, 
the independence of the ECB was assured under stricter conditions, since it resulted 
from the European treaties and not from a national law – which can be amended 
following easier procedures. Hence, the decision to assign monetary policy to 
an extremely independent body was of a systemic and constitutional nature.18 
Political power cannot regain monetary policy, as was possible under the German 
constitutional setting, unless an extremely unlikely agreement is reached between 
27 Member States to amend the treaties. The same can be said about determining 

17 It would be a different matter if it did exercise that power: “[N]o government has ever used its 
right to ‘veto’ a decision of the Central Bank Council. No government has ever seriously considered 
modifying the Bundesbank Act as a means to deal with cases of conflict, although it could have done 
so with a simple majority of the Parliament”, Tietmeyer 1991, 182–183. 

18 This decision had some inherent risks, as Herdegen already pointed out in the nineties: “It is not 
with great ease that constitutional doctrine approaches principles that place restraints on majority 
rule in the interest of economic wisdom. Economic wisdom is what economic science in a given 
moment suggests as economically sound. Freezing institutional rules and substantive principles on 
this basis implies an obvious risk which is inherent in all dictates of economic wisdom: subsequent 
falsification by new empirical messages or by scenarios which have not been anticipated”, Herdegen 
1998, 9.
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the main objectives of monetary policy. All this implies that monetary policy is 
autonomously conducted, and not merely implemented, by the fully-independent 
ECB following the constitutional mandate of price stability, in what constitutes an 
example of a governance mechanism alternative to democratic legitimacy. 

But there is another key difference between both regimes: the context of 
which they form part. While in Germany price stability was for historical reasons 
a matter of concern for all citizens and societal actors, and the independence of 
the Bundesbank was socially accepted and justified in order to achieve what was 
perceived as a social good for the entire society; while decisions and statements by 
the German Central Bank were perceived as arguments from authority and central 
bank independence was justified by the results of its successful monetary policy, in 
Europe the case was radically different. Member State acceptance of price stability 
resulted from the signature of a treaty, not from a social consensus about what was 
the most convenient policy for the Union. The consensus, if it existed, did not reach 
beyond political elites. The difference between the two regimes lies in the social 
embeddedness of central bank independence. When transferring the German 
institutional setting and political objectives to the supranational level, central bank 
independence was decontextualized. 

This is of the utmost importance, since legitimation of governance mechanisms 
constituting an alternative to democratic legitimacy depends on a highly delicate 
system of checks and balances. In the EU, strengthened (if not extreme) central bank 
independence is not balanced by social acceptance. This means that, in contrast to 
the case of the Bundesbank, which was implementing a democratically legitimated 
decision, the sole legitimating mechanism on which the fully independent ECB relies 
when conducting monetary policy is the results of its performance. Overlooking the 
fact that output legitimacy cannot be considered a proper legitimacy mechanism,19 
the serious consequence of this conception of monetary policy is that as soon as 
performance does not satisfy some societal actors, they will perceive the ECB as 
an illegitimate institution. 

Assessing the other side of EMU, economic policies were to be decided by 
national parliaments, but some input to their decision may result from broad economic 
policy guidelines and the multilateral surveillance procedure. European institutions 
and executives from other Member States, as participants in the Council, may 
thus have a say in national policies. Since their contributions are to lead towards a 
common agreed political objective, it can be considered that with their knowledge 
they are complementing the democratic legitimacy of national parliaments. Indeed, 
coordinating the action of the various democratically legitimated levels should be 
considered a governance mechanism complementing democratic legitimacy. 

A different situation applies regarding restrictions imposed by the rules limiting 
budgetary deficit and public debt – the Stability and Growth Pact (SGP). In this 

19 Since acceptance of the system depends on the results of government action, Max Weber 
considers effectiveness a reason for obedience. Nevertheless he rejects considering it a basis for 
legitimacy. See Weber 1978 [1922], particularly chapter III (212–301). 
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case the range of decisions that can be adopted by national parliaments according 
to democratic legitimacy is constrained by EU law. This limitation has been agreed 
by all Member States according to their constitutional provisions and should thus 
be considered legitimate, but including those restrictions of key legislative powers 
in treaties makes them fall well beyond the reach of national parliaments. And 
in democratic legitimacy terms it will be very difficult to justify such a measure if 
ever it goes against the will of parliament. Once again, subordinating democratic 
legitimacy to a concrete policy aim, and thus constraining the legislative power of 
national parliaments, can only be done with wide social agreement. Furthermore, 
this wide social agreement should not only exist at the foundational moment (in this 
case, when ratifying the Treaty of Maastricht), but it should also be continuously 
updated.20 Putting it in other words, social embeddedness is once again required. 
If one thinks about the difficulties of ratifying the Treaty of Maastricht21 and the 
everlasting European treaty amendments,22 with the peak example of the rejection 
of the Constitutional Treaty,23 it seems evident that wide social consensus across 
Europe on EMU does not exist. 

IV. New developments in economic 
governance since Maastricht

A first revision of the system designed in Maastricht took place when the SGP was 
amended in 2005. The revision took place after a controversy between Council 
and Commission over how to interpret the Pact had to be resolved by the Court 
of Justice.24 As a result, some elements of the Pact were amended, granting more 
discretion to the Council. A succinct description of these changes is thus required 
prior to addressing more recent developments mainly resulting from the economic 
crisis. Among the overwhelming number of recent novelties,25 this paper deals with 

20 “A further difficulty with the view that a central bank can receive all the legitimation that it may 
need from a delegation from the people is that, with the passage of time, the public that live under the 
decisions of any one bank may be very different from the public whose representatives authorised 
that independent central bank. Thus, in the case of most euro-zone countries, authorisation of the 
ECB dates back to treaties ratified by publics and parliaments twenty years ago”, Lord 2012, 42.

21 The Danes rejected it in a referendum held in 1992. After some amendments guaranteeing 
Denmark some opt-out rights (among them, importantly, from EMU) were included in the Treaty, 
the Danes voted for ratification in a second referendum. The referendum held in France resulted in 
acceptance of ratification by an extremely narrow margin: 51.05% of votes.

22 The Treaty of Nice was rejected by the Irish in 2001, but after a national debate it was widely 
accepted one year later in a second referendum. The Treaty of Lisbon was also rejected by the Irish 
in 2008 and finally accepted in 2009. 

23 The Constitutional Treaty was rejected in referenda by the people of two of the founding Member 
States. In France it was rejected by 54.87% of votes and in the Netherlands, where the referendum 
was of a non-binding nature, by 61.6%. 

24 See case C-27/04, Commission v. Council, supra fn. 14.

25 These have been studied in detail by Tuori 2012; Menéndez 2012a; Menéndez 2012b; and 
Ruffert 2011, 1777–1805.
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two strategies taking place in the coordination of economic policies, and not with 
those related to the monetary policy and the ECB26 or to the financial assistance 
mechanisms created to provide Member States with tools alternative to the market 
once it has proved inefficient in disciplining profligate Member States.27 In particular, 
the main developments aiming at giving an automatic and binding character to 
the previously political sanctions in multilateral surveillance and excessive deficit 
procedures will be explored: first a supranational strategy, focused on amending and 
supplementing EU secondary law developing Articles 121 and 126 TFEU (generally 
known as the Six-Pack), and then an intergovernmental strategy, consisting in 
drafting and ratifying a Treaty on Stability, Coordination and Governance in the 
Economic and Monetary Union (also known as the ‘fiscal compact’).28

A) The 2005 revision of the Stability and Growth Pact

EMU rules established in the Treaty of Maastricht were revised for the first time in 
March 2005. This revision was a direct consequence of the Council’s reluctance 
to adopt formal sanctions against Germany and France when they incurred an 
excessive deficit. The Commission recommended sanctions, but since this was 
a decision of a political and thus a discretionary nature, agreement in the Council 
was required, which Member States failed to achieve. Several reasons may explain 
this situation. On the one hand, incentives for Member States to employ sanctions 
were weak: not only do they usually try to avoid political conflicts, but they may 
also expect some reciprocal treatment in case of misbehaviour, especially since 
the amount for deposits and fines was impressive from the very first stage of the 
infringement procedure. On the other hand, it was not evident why pecuniary 
sanctions, worsening fiscal deficits, were the right way to solve the problem. But 
whatever the reasons were for the Council not imposing sanctions on Germany 
and France, this situation revealed a clear mismatch between the general design 
of EMU and Member State incentives to implement its rules, in particular those on 
imposition of sanctions.29 In what follows, we will describe first the content of the 

26 For a complete analysis of how the role of the ECB has substantially changed in recent years, 
see in this same issue Tuori 2013.

27 The key issue being if, and to what extent, these mechanisms observe the no-bailout clause 
(Article 125 TFEU). An excellent constitutional analysis in this respect in de Gregorio Merino 2012, 
1613–1645. 

28 According to the President of the European Council, sound national budgetary policies, the 
expected result of these two combined strategies, constitute a prerequisite for taking an ambitious 
next step in the development of EMU: providing the Union with fiscal capacity. See his report 
Towards a Genuine Economic and Monetary Union (5 December 2012), 8–12.

29 Lack of incentives for Member States under those conditions was already anticipated by 
Herdegen: “In any case, the impact of the sanctions regime can only lie in its deterrent effect. 
Any scenario confronting the Council with the actual imposition of sanctions would be evidence of 
failure”, Herdegen 1998, 31.
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subsequent amendments and then explain their significance for EMU’s institutional 
setting.

The revision was substantiated in two Council Regulations amending the 
two earlier Regulations developing the multilateral surveillance rules30 and the 
excessive deficit procedure.31 As to the former, the main innovation consisted in 
establishing a differentiated medium-term objective for each Member State which 
may diverge from the requirement of a ‘close to balance or in surplus’ position.32 
This aimed at taking into account “the diversity of economic and budgetary positions 
and developments as well as of fiscal risk to the sustainability of public finances, 
also in the face of prospective demographic changes”.33 The revised excessive 
deficit procedure, on the other hand, established a new definition of what a “severe 
economic downturn” was, by simply equating it to negative growth,34 instead of 
previous, more demanding requirements.35 This was relevant, since deficits 
resulting from an economic downturn should be considered exceptional and thus 
could then be more easily justified according to Article 126.2.a TFEU. Another 
novelty included in the excessive deficit procedure resulted from clearly setting out 
the elements the Commission should take into account when preparing a report 
on which to base an excessive deficit procedure against a Member State. Since 
Maastricht, the Treaties simply established that the report from the Commission 
should “take into account all other relevant factors” of the national economy having 
an impact on the final deficit (Article 126.3 TFEU), but after the amendment the list 
of issues is an exhaustive one, and even includes elements which “in the opinion of 
the Member State concerned” are relevant to justify the deficit.36 Finally, the revision 
also specified the deadline for the recommendation following the declaration by the 
Council of the existence of an excessive deficit, which according to the Treaties 
simply has to be “addressed to the Member State concerned with a view to bringing 
that situation to an end within a given period” (Article 126.7 TFEU). A maximum 

30 Council Regulation (EC) 1055/2005 of 27 June 2005 amending Regulation (EC) 1466/97 on 
the strengthening of the surveillance budgetary positions and the surveillance and coordination of 
economic policies (OJ L 174, 7.7.2005, 1).

31 Council Regulation (EC) 1056/2005 of 27 June 2005 amending Regulation (EC) 1467/97 on 
speeding up and clarifying the implementation of the excessive deficit procedure (OJ L 174, 7.7.2005, 
5).

32 Article 2a of Regulation 1466/97 after amendment.

33 Recital 5 of Regulation 1055/2005.

34 The severe economic downturn can even be deemed exceptional if it results “from an 
accumulated loss of output during a protracted period of very low annual GDP volume growth 
relative to its potential” (Article 2.2 of Regulation 1467/97 after amendment).

35 Only an annual GDP fall of more than 2% was automatically considered a ‘severe’ downturn by 
the original SGP. In addition, the European Council could also decide to regard a fall of more than 
0.75% GDP as a severe downturn.

36 Article 2.3 of Regulation 1467/97 after amendment.
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deadline of one year was established, but the strict deadline was completed with a 
qualifying clause adding “unless there are special circumstances”.37 

Although there were also measures increasing the strictness of some elements 
of fiscal constraint, the overall result of the revision when taking into account 
the abovementioned changes was the weakening of budgetary discipline. This 
happened, in particular, because the new rules amended the substantive (economic) 
content of the previous regime and reduced the severity of its enforcing rules. 
For instance, by allowing the establishment of a different medium-term budgetary 
objective for each Member State depending on its particular economic context, 
the rule requiring a budget ‘close to balance or in surplus’ ceased to be clear and 
became subject to a discretionary assessment of the concrete circumstances of 
the Member State concerned.38 On the other hand, regarding the excessive deficit 
procedure, the main changes were all directed towards reducing its strictness. This 
resulted either from widening the scope of justifications for excessive deficits, from 
enumerating the complete set of issues the Commission is obliged to take into 
account when assessing the existence of an excessive deficit (and thus restricting 
its margin of discretion), or from allowing an extension of the deadline for correcting 
it if special circumstances occur.39 Therefore, coordination of national economic 
policies, required to establish and maintain a common currency area, was less 
strict after the revision. Furthermore, the rationale underlying the new regime is 
slightly different from the previous one: while the original SGP was based on a 
quick reaction once an excessive deficit was detected, after the amendment the 
idea was to give more time to Member States to address the problem. This explains 
the switch from a “rules-based system back to a system of discretionary fiscal 
policy making” (Calmfors 2005, 68). 

For Member States the amended SGP was the right way to “improve the  
credibility” of the coordination of national economic policies and to “increase their 
flexibility” to react to the economic context, thus resulting in an “enhanced legitimacy” 
of the whole EMU (Woods 2008, 129). We will proceed with the democratic 
legitimacy assessment of these measures below (Section V), but at this point it 
is important to stress that the key issue for this analysis lies in where the balance 
is to be struck between the political discretion needed to legitimately command 
economic policy, on the one hand, and the legal rules required for coordinating 
(and constraining) national economic policies in a single currency area, on the 
other hand. In the original version of the Pact, strict legal rules were established, 

37 Article 3.4 of Regulation 1467/97 after amendment.

38 A comment in Artis and Onorante 2008, 170-190.

39 When interpreted with the maximum laxity, the new pact could allow Member States to make the 
first deposit seven years after the excessive deficit took place, the formal fine (if it finally occurs) only 
taking place two years later. On these extended deadlines and the lack of strictness of the revised 
SGP, see Calmfors 2005, 63–66. 
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but they lacked an enforcing system automatically reacting to any breach;40 after 
the amendment, the SGP increases political discretion when deciding on breaches 
of substantive content, while sanctions still remain non automatic (see Table 1), 
hence a weakened budgetary discipline. 

It was in that context of relaxed budgetary discipline when the economic 
crisis emerged. Given its seriousness, with the whole EMU at stake, Member 
States followed two different but related strategies for improving the coordination 
of national economic policies. Both strategies have in common that they aim 
at reducing political discretion when implementing the rules of the Pact, even 
leading to a somewhat automatic enforcement of sanctions, but one does so in 
the EU law context (supranational strategy) and the other in the international one 
(intergovernmental strategy). 

B) The supranational strategy against the economic crisis: the Six-Pack

The supranational strategy has been substantiated in six different secondary law 
instruments, some concerning the multilateral surveillance procedure (Article 
121 TFEU),41 and some the excessive deficit procedure (Article 126 TFEU).42 
In broad terms, the main institutional change is the establishment of a European 
Semester, according to which national economic policies are closely coordinated, 
ensuring sustained convergence between Member States.43 But our assessment 
will only pay attention to some technical provisions of this complex set of pieces of 
secondary law, namely those which are of potential importance for our analysis. 

Starting with the excessive deficit procedure, the main novelty of the new regime 
is an emphasis on controlling not only excessive deficits, but also excessive public 
debt. To that end, a budgetary framework is established with common accounting 
systems for all Member States. This development constitutes a reaction to some 

40 “This system confers a political discretion on the Council the ambit of which remains rather 
unclear. Such discretion, albeit confined to exceptional circumstances (which justify bona fide efforts 
being honored), deprives the sanction regime of the automatism advocated by strict monetarists”, 
Herdegen 1998, 31.

41 Regulation (EU) 1175/2011 of the European Parliament and of the Council, of 16 November 2011, 
amending Council Regulation (EC) 1466/97 on the strengthening of the surveillance of budgetary 
positions and the surveillance and coordination of economic policies (OJ L 306, 23.11.2011, 12); 
Regulation (EU) 1176/2011 of the European Parliament and of the Council, of 16 November 2011, on 
the prevention and correction of macroeconomic imbalances (OJ L 306, 23.11.2011, 25); Regulation 
(EU) 1174/2011 of the European Parliament and of the Council, of 16 November 2011, on enforcement 
measures to correct excessive macroeconomic imbalances in the euro area (OJ L 306, 23. 11. 2011, 
8); and Regulation (EU) 1173/2011 of the European Parliament and of the Council, of 16 November 
2011, on the effective enforcement of budgetary surveillance in the euro area (OJ L 306, 23.11.2011, 
1).

42 Council Regulation (EU) 1177/2011, of 8 November 2011, amending Regulation (EC) 1467/97 
on speeding up and clarifying the implementation of the excessive deficit procedure (OJ L 306, 
23.11.2011, 33), and Council Directive 2011/85/EU, of 8 November 2011, on requirements for 
budgetary frameworks of the Member States (OJ L 306, 23.11.2011, 41).

43 Section 1-A of Regulation 1466/2011 after last amendment.
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events revealing weak points in the design of EMU, namely potential incentives 
for Member State authorities to tamper with national figures, as was the case with 
Greece, or the systemic consequences resulting from the mere risk of default by a 
Member State participating in the third stage of EMU, as proved by the subsequent 
sovereign debt crisis which has devastated peripheral economies of the euro 
area. The aim of the amended system is, thus, to generally reinforce control over 
budgetary restraint. 

In this new version of the excessive deficit procedure, it still is for the Council 
to declare the existence of an excessive deficit, but its political discretion when 
doing so has been drastically diminished. According to the current drafting, the 
Council is, “as a rule, expected to follow the recommendations and proposals of the 
Commission or explain its position publicly”.44 This provision has been enshrined in 
a new Section of the Regulation entitled ‘Economic Dialogue’, but requiring public 
explanations only when the Council is to adopt a decision different to that proposed 
by the Commission does not seem to promote such dialogue adequately. Instead, 
it merely rewards the blind following of the Commission’s assessment. Although 
the Council still retains the power to decide about the existence of an excessive 
deficit, this new requirement leads to a decision-making procedure with a strong 
technocratic aftertaste. As a matter of fact, still under the heading of ‘Economic 
Dialogue’ the Commission is now given a key role monitoring national budgets. Its 
permanent dialogue with national authorities allows it to “carry out missions for the 
purpose of the assessment of the actual economic situation in the Member State”,45 
and even to “invite representatives of the ECB (…) to participate in surveillance 
missions”.46 Therefore, the new procedure promotes a substantial enhancement of 
the role of institutions with a technical instead of a political approach to economic 
policies.

Regarding the sanctioning dimension of the procedure it is worth mentioning 
that extended limits for correcting an excessive deficit are still stipulated,47 but time 
limits for adoption of sanctions are dramatically reduced to four months.48 As a 
way to increase the deterrent effect of the SGP, among the different measures 
provided for imposing sanctions in Article 126.11 TFEU “a fine shall, as a rule, be 
required”,49 its amount now comprising a fixed component of 0.2% of GDP and a 
variable component which together cannot exceed 0.5% of GDP.50 This means that 

44 Article 2a.1, second paragraph, of Regulation 1467/97 after last amendment. The same is 
established in Article 2-ab.2 of Regulation 1466/97 after last amendment, dealing with the economic 
dialogue between European institutions in the context of the European Semester.

45 Article 10a.1 of Regulation 1467/97 after last amendment.

46 Article 10a.3 of Regulation 1467/97 after last amendment.

47 Article 2.6 of Regulation 1467/97 after last amendment.

48 Article 6.2 of Regulation 1467/97 after last amendment.

49 Article 11 of Regulation 1467/97 after last amendment.

50 Article 12 of Regulation 1467/97 after last amendment.
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the sanctioning procedure still depends on the discretion of the Council (Article 
126.11 TFEU), but apart from that decision all remaining elements of disciplinary 
measures (time limits, type of sanction and amount of fines) have been substantially 
hardened.

On the multilateral surveillance procedure side, even more developments have 
occurred. In addition to revision of Regulation 1466/97, three new Regulations 
have been passed. A thorough and detailed explanation of their content is beyond 
the scope and purpose of this paper. Instead, we will just refer to the features of 
these Regulations that are more relevant for our research, aiming at assessing the 
democratic legitimacy of recent governance mechanisms. 

These features are three. The first is the voting system arranged for assessing 
whether a Member State in the newly created excessive imbalance procedure51 
has observed a recommended action,52 as well as for deciding on formal 
sanctions against some Member State (be they interest-bearing deposits,53 non-
interest-bearing deposits54 or fines55) or for declaring, one month after there was 
no agreement in the Council (by qualified majority vote) at first attempt, that no 
effective action has been adopted by Member States regarding their stability or 
convergence programmes.56 For all these situations a similar drafting, altering the 
qualified majority voting rule established in the Treaties for the Council, has been 
employed, stating that decisions “shall be deemed adopted by the Council unless 
it decides, by qualified majority, to reject the recommendations within 10 days of 
its adoption by the Commission”. Both drafting and procedure are reminiscent 
of the voting rules traditionally applied in some of the committees chaired by the 
Commission and in charge of the normative implementation of EU law (currently 
regulated by Articles 290 and 291 TFEU and the ‘Comitology’ Decision).57 In some 
of these committees, mainly dealing with issues of a highly technical content, 
representatives of the Member States can reject the Commission’s proposal under 
conditions similar to those required in that case. This ‘reverse qualified majority 
voting’ goes a step further in reducing discretion when implementing the SGP than 
the provision of the new excessive deficit procedure requiring the Council, as a 
rule, to observe Commission proposals. 

51 Chapter III of Regulation 1176/2011.

52 Article 10.4 of Regulation 1176/2011.

53 Article 4.2 of Regulation 1173/2011 and Article 3.3 in relation to 3.1 of Regulation 1174/2011.

54 Article 5.2 of Regulation 1173/2011.

55 Article 6.2 of Regulation 1173/2011 and Article 3.3 in relation to 3.2 of Regulation 1174/2011.

56 Article 6.2, fifth paragraph of regulation 1466/97 after last amendment, in what refers to stability 
programmes (for Member States participating in the third stage of EMU or, in other words, whose 
currency is the euro), and Article 10.2, fifth paragraph, of Regulation 1466/97 after last amendment, 
in what refers to convergence programmes (for Member States with a derogation).

57 Regulation (EU) 182/2011 of the European Parliament and of the Council, of 16 February 2011, 
laying down the rules and general principles concerning mechanisms for control by Member States 
of the Commission’s exercise of implementing powers (OJ L 55, 28.2.2011, 13).
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A second feature to be noted is the explicit administrative nature of some of 
the abovementioned sanctions, according to Article 9 of Regulation 1173/2011.58 
This is a radically new statement in EU law for several reasons. Firstly, because in 
the history of the EU legal order there has been no clear link between substantive 
content, material form and decision-making procedure for legal acts (Losada and 
Menéndez 2008, 347-351). In EU secondary law substantively legal as well as 
administrative issues were dealt with indistinctly by all legal acts at the disposal of 
the institutions,59 adopted following various procedures requiring different majorities. 
As a matter of fact, the Court of Justice had to establish some broad principles 
in order to guarantee, at least to a certain extent, a hierarchy between acts of 
secondary law.60 This situation has been recently clarified with the entry into force 
of the Treaty of Lisbon, which distinguishes between legislative and non-legislative 
acts.61 However, this distinction is just a procedural one, since it simply results 
from the procedure according to which the act has been adopted and not from its 
substance or form. Secondly, it is dubious whether declaring the administrative or 
legal nature of sanctions is something that in EU law is for the decision-maker to 
determine. And finally, it is hard to accept that sanctions, which in this case may 
amount to 0.2% of GDP, can be considered of an administrative nature. 

A final feature worthy of comment is the investigative powers of the Commission in 
order to scrutinize Member State misrepresentations of deficit and debt data relevant 
for application of Articles 121 and 126 TFEU. The Commission “may conduct on-site 
inspections and accede to the accounts of all government entities at central, state, 
local and social security level”.62 These investigative powers also go a step further 
than the mere “mission” established for the excessive deficit procedure as well as 
for the new excessive imbalance procedure.63 In fact, these powers are equivalent 
to those the Commission has under competition law,64 although in the coordination 
of economic policies the existence of a clear legal basis for a development with 

58 Such explicit acknowledgement only refers to sanctions imposed under Regulation 1173/2011.

59 The difference between these acts depends on their legal effects, as established by article 288 
TFEU.

60 This hierarchy was based on the distinction between essential and non-essential elements of 
legal acts. See Case 25/70 Köster, 17 December 1970, ECR [1970] 01161 (paragraph 6).

61 Legislative acts are those adopted following the ordinary legislative procedure or a special 
legislative procedure (Article 289.3 TFEU), while non-legislative acts are delegated or implementing 
acts (Articles 290 and 291 TFEU, respectively).

62 Article 8.3 of Regulation 1173/2011.

63 Article 13.1 of Regulation 1176/2011. Article 13.2 also allows the Commission to undertake 
“enhanced surveillance missions (…) for the purposes of on-site monitoring” of Member States 
involved in an excessive imbalance procedure. 

64 In particular to those expressed in Article 105.1 TFEU and Article 20 of Council Regulation 
(EC) 1/2003, of 16 December 2002, on the implementation of the rules on competition laid down in 
Articles 81 and 82 of the Treaty (OJ L 1, 4.1.2003, 1).
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such a potential impact on national sovereignty is not evident.65 In addition, it is 
well known that in the competition law field, the companies investigated, as legal 
persons, have been recognized holders of fundamental rights as a measure to face 
the extraordinarily invasive investigative powers of the Commission.66 It cannot be 
ruled out that, faced with a similar situation, the Court of Justice is inclined to grant 
some rights of defence to Member States under Commission scrutiny, but that 
could lead us to the paradoxical case of States entitled to rights at least similar to 
fundamental rights. 

In sum, the supranational strategy against the economic crisis drastically 
reinforces the constraints imposed on national economic policies by strengthening 
the excessive deficit procedure, now also closely monitoring public debt, and by 
exhaustively regulating the multilateral surveillance procedure. The latter is now 
headed by a European Semester strengthening coordination of Member State 
budgetary policies, and articulated by an excessive imbalance procedure strictly 
monitoring their implementation under the shadow of severe sanctions. 

C) The intergovernmental strategy against the economic crisis:  
the Treaty on Stability, Coordination and Governance 

in the Economic and Monetary Union

A second, intergovernmental strategy was launched in March 2012, when all 
Member States but the United Kingdom and the Czech Republic signed a Treaty 
on Stability, Coordination and Governance in the Economic and Monetary Union 
(TSCG). The main aim of the Treaty is to “strengthen the economic pillar” of EMU 
by fostering budgetary discipline, reinforcing the coordination of national economic 
policies and improving governance of the euro area (Article 1.1 TSCG). It entered 
into force on the 1st January 2013, and at the time of writing it binds 17 Member 
States. Although this instrument is an international treaty, it has “to be applied 
and interpreted in conformity” with the EU Treaties (Article 2.1 TSCG) and, as a 
matter of fact, “[w]ithin five years (…) the necessary steps shall be taken (…) with 
the aim of incorporating the substance of this Treaty into the legal framework of 
the European Union” (Article 16 TSCG). Notwithstanding these provisions, many 
doubts exist about the exact relationship between EU law and the TSCG. 

This paper will just deal with those aspects of the Treaty which are relevant 
for assessing the democratic legitimacy of its content. In particular, three of its 

65 The legal basis of Regulation 1173/2011 is Article 136 TFEU (“In order to ensure the proper 
functioning of economic and monetary union […] the Council shall […] adopt measures specific to 
those Member States whose currency is the euro: (a) to strengthen the coordination and surveillance 
of their budgetary discipline; (b) to set out economic policy guidelines for them, while ensuring that 
they are compatible with those adopted for the whole of the Union and are kept under surveillance”) 
in combination with Article 121.6 TFEU (“The European Parliament and the Council […] may adopt 
detailed rules for the multilateral surveillance procedure”).

66 Case C-94/00, Roquete Frères SA v. Directeur général de la concurrence, of 22 October 2002, 
[2002] ECR I-09011. For a general discussion, see Bombois 2012. 
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provisions are scrutinized. The first refers to the introduction of the balanced 
budget principle, as defined and expressed in Article 3.1 TSCG, in the signatories’ 
legal order “through provisions of binding force and permanent character, 
preferably constitutional” (Article 3.2 TSCG). Equally important, this provision 
also establishes that contracting parties “shall put in place at national level” some 
correction mechanism prepared to automatically trigger as soon as deviations 
from the SGP objectives take place. Furthermore, when doing so, signatories must 
observe the principles proposed by the Commission, even regarding “the role 
and independence of the institutions responsible at national level for monitoring 
compliance” with SGP rules. Interestingly, “[s]uch correction mechanism shall fully 
respect the prerogatives of national Parliaments” (Article 3.2 TSCG). 

When read together, the contents of this provision result in the replication at 
national level of some commitments Member States have already accepted via EU 
law, as well as in the establishment of an additional and independent institutional 
apparatus in charge of monitoring their observance. The reason for this replication 
is to turn those commitments into national legal rules, thus internally binding and 
subject to judicial review from the national judiciary. The aim is, in sum, to make the 
contents of the SGP an internal legal obligation in addition to a political compromise 
at European level. Whereas strict observance of the Pact can be improved by 
diminishing discretion in the Council whenever it has to adopt a decision from which 
a subsequent sanction may result, as amendments in the supranational strategy 
prove, creating an internal obligation at state level complemented by an automatic 
reaction mechanism monitored by an independent institution will guarantee almost 
full compliance. 

Several questions arise in relation to this provision. First of all, despite the 
content of its Article 2.1, the TSCG cannot be consistently applied and interpreted 
in conformity with EU Treaties, because they are founded on a different premise. 
While the TSCG aims at replicating in the national legal order (preferably in 
constitutional norms) some of the contents of the SGP, even establishing a specific 
set of institutions in charge of monitoring their observance, EU law is based on a 
completely different rationale, according to which it is for Member States to decide 
how they implement supranational law. As long as they assure the effectiveness 
of EU law through their own institutions and procedures, they have discretion 
regarding the latter’s particular features. The TSCG operates exactly the other 
way around: since it requires Member States to replicate the SGP basic rules, 
preferably by constitutional norms and monitored by an institution which at least 
has to be independent (though not specified, presumably this means independent 
of both Government and Parliament), the TSCG is thus not observing the EU 
principle of institutional and procedural autonomy. This is difficult to reconcile with 
the idea of state sovereignty, unless we accept that the TSCG implies an extremely 
serious loss of power by Member States, a power which, importantly, has not 
been conferred on any other level of government. It is difficult to overemphasize 
the importance of Member States’ unilateral renunciation of these competences. 
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Requiring this renunciation to fully respect the prerogatives of national Parliaments 
seems, at least, contradictory, since the aim of the self-restriction is precisely to 
reduce those prerogatives. 

A similar contradictory situation takes place regarding a second provision, Article 
7 TSCG, which establishes that “[w]hile fully respecting the procedural requirements” 
of the European Treaties, the contracting parties “commit to supporting the 
proposals or recommendations submitted by the European Commission” regarding 
the declaration of excessive deficit. If the Treaties gave the Council discretion when 
adopting some EMU decisions, it seems that an international agreement between 
the Member States, aiming at ignoring such discretion and transferring de facto to 
the Commission the power to decide about the existence of an excessive deficit, 
will be difficult to reconcile with the observance of the procedural requirements 
of the European Treaties. Interestingly, this obligation to follow the opinion of the 
Commission ceases to exist as soon as a qualified majority of Member States 
rejects the proposal. This means that, resulting from this agreement between the 
contracting parties, a reverse qualified majority, in the same terms as analyzed 
in the previous section, is the required voting procedure. With this measure, 
contracting parties want to make the sanctioning procedure of a binding, legal 
character instead of a political one as was originally designed. To put it differently, 
this is a political agreement for changing de facto the decision-making procedure in 
force. But it is worth stressing, once again, that establishing a new voting rule not 
amending, but circumventing the literal tenor of the treaties distorts their content 
in such a way that it may be considered as against the general principle of sincere 
cooperation (Article 4.3 TEU).

Finally, a third provision of the new TSCG worth discussing is Article 8. Its first 
paragraph establishes that the Commission has to present a report assessing how 
contracting parties have implemented the changes required by Article 3.2 TSCG. 
Regardless of the Commission assessment, any contracting party concluding that 
another party has failed to comply with an obligation may bring the case to the 
Court of Justice. The second paragraph establishes that if the ruling of the Court 
is not observed by the contracting party affected, the issue can be brought back to 
the Court requesting imposition of financial sanctions, which can amount to 0.1% 
of GDP of the affected party.

The content of Article 8 TSCG is reminiscent of some procedures guaranteeing 
the observance of EU law by Member States, in particular of Articles 259 TFEU 
(infringement actions by one Member State against another Member State) and 
260 TFEU (financial sanctions in case of not complying with judicial decisions 
of the Court). However, there is a crucial difference between those proceedings 
and what is proposed in Article 8 TSCG: the yardstick against which legality is to 
be reviewed. While the role of the Court in the former is to determine if Member 
States have breached EU law, in the latter the control is of observance of the 
TSCG. Importantly, it is not clear if the Court will simply check that the institutions 
and procedures required in Article 3.2 TSCG have been actually incorporated into 
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national legal orders or if it will monitor how properly they work. The importance 
of this distinction between formal and substantive control should not be ignored. 
A Member State might have introduced in its legal order the principle of balanced 
budget and the institutions and proceedings for adequate monitoring and, if required, 
correction, but delays in the work of the judiciary, for instance, may diminish or 
even avoid their effectiveness (Ferreres Comella 2012). This could be considered a 
breach of the TSCG only if a substantive review of the obligations of the contracting 
parties is carried out. 

Another tricky question refers to control by the Court of Justice of the contracting 
parties’ observance of the last sentence of Article 3.2 TSCG, establishing that the 
“correction mechanism shall fully respect the prerogatives of national Parliaments”. 
A literal reading of Article 8 TSCG suggests that the Court is competent to proceed 
to such a review, since it mentions Article 3.2 TSCG without excluding any of its 
contents. This will lead to the paradoxical situation in which the prerogatives of 
national Parliaments are the object of a report by the Commission, lead to an 
infringement procedure before the Court after a complaint by some contracting party 
or even result in a sanction on the State for not observing them. This interference 
by other States, the Commission or the Court of Justice in constitutional issues 
of Member States is completely new in the European legal context and reveals 
that a radical shift has taken place in the model of integration – with even more 
extreme consequences if this provision is finally incorporated into EU law following 
Article 16 TSCG. Of course, the Court of Justice can decide that its assessment 
of respect for the prerogatives of national Parliaments can depend on the analysis 
and opinion of national (constitutional) courts, thus deactivating the potential 
legal conflicts arising. But that option will at the end of the day allow Member 
States to decide by themselves about their own observance of an international 
commitment, which plays down any effective control. Previous experience in 
European integration inclines us to think that a common definition of the concept 
of ‘prerogatives of national Parliaments’ will be established by the Court, that being 
the yardstick against which national legal orders must be compared. This means 
that the constitutional structure of Member States will be reviewed not according to 
their own constitutional provisions, but to those of the TSCG. 

V. A democratic legitimacy assessment of new 
developments in economic governance

Once the new governance mechanisms recently put into practice in EMU have 
been described, we will proceed to assess their democratic legitimacy using 
our threefold scheme. Substantial changes have occurred in the coordination of 
(national) economic policies, but when assessing them according to our three 
models some difficulties arise resulting from the two different dimensions that 
coordination entails. By the first dimension, the active side of coordination, we 
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refer to the set of political decisions and commitments Member States can adopt, 
according to EU Treaties, in order to make their economies converge, while the 
second dimension, the passive side of coordination, comprises all restrictions and 
constraints imposed on national economies.67 Our difficulties result from these 
limitations on national economic policies not easily fitting in any of our three models 
conceptualizing the relationship between governance and democratic legitimacy, 
since they do not establish a decision-making procedure but just constrain the range 
of policy options. Thus, an additional and more detailed analysis will be required, 
paying special attention to how much discretion is allowed when interpreting and 
enforcing those rules. 

Beginning with the assessment of the active side of the coordination of 
(national) economic policies, a first intuition is that the conditions under which it 
happens have been constrained since Maastricht. In the original agreement, 
national parliaments were to decide economic policies, but a say was given to 
European institutions and representatives of other Member States in the Council. 
We considered this a mechanism complementing democratic legitimacy, since 
through this multilateral surveillance procedure national parliaments were advised 
by experts from European institutions and from other Member States. Certainly, 
peer pressure could be exerted at the Council on a Minister of Economy when 
decisions with a potentially damaging effect for other Member States were adopted 
by its parliament, but this should be understood as giving voice to all those affected 
by the decisions of a single Member State in achieving some commonly agreed 
political objectives. The situation, however, is now radically different.

During the European Semester, which corresponds to the first half of the year, 
all activities related to coordination of economic policies at the supranational level 
are gathered. These comprise the formulation, surveillance and implementation of 
broad economic policy guidelines as well as of employment guidelines (Article 148.2 
TFEU), and also the submission and assessment of all stability and convergence 
programmes and national reform programmes.68 National budgetary procedures 
need now to be planned ahead and included in a scoreboard,69 so budgetary 
estimates can be revised at this point at the supranational level and, if needed, 
be the object of an in-depth review by the Commission.70 The new excessive 

67 The distinction between the active and the passive dimensions of coordination of national 
economies resembles the distinction between positive and negative integration made by F. W. 
Scharpf in several of his writings. However, our distinction differs from Scharpf’s in several aspects 
although, as a matter of fact, they often overlap. Firstly, because sanctions in EMU (passive 
dimension of coordination) require a positive decision by the Council (positive integration); but 
secondly, and even more important, because Scharpf’s distinction is not applicable to EMU, where 
measures are not aiming at “eliminating national restraints on trade and distortions of competition” 
(negative integration) nor are they shaping “the conditions under which markets operate” (positive 
integration). Instead of microeconomics, where this distinction is pertinent and relevant, EMU deals 
with macroeconomics. See Scharpf 1996, 15–16. 

68 Article 2-a of Regulation 1466/97 after last amendment.

69 Article 4 of Regulation 1176/2011.

70 Article 5 of Regulation 1176/2011.
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imbalance procedure will ensure observance by Member States of budgetary 
stability through a permanent dialogue between the Commission and national 
authorities and, if needed, via enhanced surveillance missions for the purposes 
of on-site monitoring,71 thus curtailing national parliaments’ budgetary discretion. 

This new coordinated budgetary procedure, although still aiming at achieving 
a common political objective for all Member States, does not fit so well in the 
model of governance mechanisms complementing democratic legitimacy. The line 
distinguishing between what national parliaments are receiving, technical inputs 
from experts or instructions from non-representative institutions, has become 
thinner and, therefore, our analysis places these new rules closer to the model 
of governance mechanisms alternative to democratic legitimacy. Although an 
economic dialogue is established with the European Parliament, it should be 
noted that its content is merely informative and for the sake of transparency.72 
This means that no alternative mechanism of checks and balances legitimates 
this new decision-making procedure, even though it deals with one of the core 
areas of national sovereignty: deciding how the money collected through taxes will 
be spent. The result is that the legitimacy of the European Union and its Member 
States are both jeopardized. 

If constraints have been established regarding the active dimension of 
coordination of national economic policies, now to a great extent uploaded to 
the supranational level via the European Semester, on the passive side they 
have been strengthened to the point of making sanctions semi-automatic. This 
is a direct consequence of the new ‘reverse qualified majority vote’ required for 
the imposition of sanctions. The decision declaring the existence of an excessive 
deficit is still a matter to be assessed by the Council (Article 126.6 TFEU), although 
its discretion is now limited by constraints stemming, on the one hand, from 
the supranational level, since the observance, “as a rule”, of the position of the 
Commission is required in the context of the ‘economic dialogue’;73 and on the 
other hand, from the international level, where Member States have committed to 
supporting Commission recommendations and proposals (Article 7 TSCG). But 
these are neither the sole nor the most important constraints imposed on Council 
discretion, since once the existence of an excessive deficit has been declared, 
sanctions attached to it are to be adopted according to the new ‘reverse qualified 
majority vote’. Discretion in the Council has been reduced to a minimum. As a 
matter of fact, a detailed analysis of this procedure reveals that, according to the 
voting rules about qualified majority in the Council currently in force, Germany, the 

71 Article 13 of Regulation 1176/2011.

72 Article 14 of Regulation 1176/2011. See also Articles 3 of Regulation 1173/2011, 6 of Regulation 
1174/2011, 2-ab of Regulation 1466/97 after last amendment and 2a of Regulation 1467/97 after last 
amendment.

73 Article 2a.1, second paragraph, of Regulation 1467/97 after last amendment, and Article 2-ab.2 
of Regulation 1466/97 after last amendment.
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Netherlands, Finland and Austria would compose a “qualified minority” enough to 
adopt any proposal coming from the Commission.74 

As mentioned above, the design of this reverse qualified majority is reminiscent 
of some of the ‘Comitology’ procedures. Indeed, when read together with the 
provision declaring the administrative nature of these sanctions,75 it seems 
that European institutions have tried to consider these mechanisms as merely 
adopting normative implementing rules, thus corresponding to what according to 
our scheme would be the efficient implementation of democratically legitimated 
decisions. But when the scope of the analysis is broadened, several reasons lead 
us to think that it actually represents an instance of a governance mechanism 
alternative to democratic legitimacy. First, in formal terms, because this voting 
rule de facto alters the content of the Treaties, and therefore ignores the basic 
terms of the agreement between Member States as ratified by their parliaments. 
Secondly, as to the substance, because the sanctions imposed are not decisions 
of a technical nature, but of an extremely sensitive political content. And thirdly, 
combining form and substance, because the democratically legitimated decisions 
which it is allegedly implementing result from the new ‘European Semester’ which, 
as detailed above, constrains Council discretion and gives a prominent role to non-
majoritarian institutions, mainly the Commission but also the European Central 
Bank, in the design and coordination of economic policies. 

This substantial enhancement of the functions of non-representative institutions 
when designing economic policies leads us back again to the issue of what 
legitimating mechanisms alternative to democratic ones have been established. 
The Commission is an independent institution acting as agent of the Member 
States, but only accountable, to a certain extent, to the European Parliament. 
This institutional arrangement results from its assignments according to the 
original treaties, namely aiming at monitoring compliance with EU law by Member 
States and at implementing competition policy. These tasks were all related to 
microeconomics and, thus, did not have an impact other than tangentially on 
political decisions of macroeconomic weight. Hence institutional independence 
was justified and no additional mechanisms were required for legitimating its 
decisions. The situation changed, nevertheless, when new tasks were attributed 
to the Commission, first under the Maastricht Treaty and now, indirectly, resulting 
from the provisions of the Six Pack and the TSCG. In the original EMU these tasks 
just consisted in monitoring, advising and guiding Member States in coordinating 
their national economic policies, all decisions being adopted by the Council. The 
role of the Commission could be justified in terms of complementing the democratic 
legitimacy of those decisions with its technical advice. But, resulting from the 
contents of recent reforms, the Commission now is not only actively participating, 

74 A similar analysis, including Slovakia instead of Austria, was carried out by Menéndez 2012b, 
66. Notice, nevertheless, that it is only possible to attain the majority required with just four Member 
States if it is Austria who votes in favour.

75 Article 9 of Regulation 1173/2011.
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in the context of the European Semester, in coordinating the whole set of Member 
States’ macroeconomic policies, but it can even impose sanctions (needing the 
support of a minority in the Council) if the changes in national policies it suggests 
are not observed. 

After all this analysis, we can summarize the evolution of EMU rules since 
Maastricht, in particular concerning the passive side of coordination of national 
economic policies required to guarantee the stability of the single currency, by 
distinguishing three different stages, depending on how much discretion is allowed 
when interpreting the substantive content of the SGP, on the one hand, and in 
the adoption of sanctions, on the other. In the first stage, SGP rules were strictly 
interpreted but sanctions required a political agreement. In a second stage, after 
revision of the SGP, some more leeway in the interpretation of rules was allowed, 
sanctions still being political. Finally, after recent developments in EMU, strict legal 
rules are to be implemented under the shadow of semi-automatic sanctions (see 
Table 1).

TABLE 1 – Discretion allowed in the coordination of national economic policies in EMU
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The current design of EMU is an example of institutional experimentalism, 
where new powers and competences have been de facto conferred on an 
independent and pre-existing institution, aimed at radically different objectives 
and, thus, legitimated under a different rationale, without careful analysis of the 
consequences of those changes for the legitimating mechanisms of the European 
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Union as a whole. The result is that the sole mechanism able to legitimize EMU 
action nowadays is based on providing citizens with efficient results. Given the 
precarious and uncertain economic situation of many European citizens today and 
the social disembeddedness of the integration project, this seems far from being 
the general perception.

VI. Conclusions

Our democratic legitimacy assessment of EMU has revealed several trends in the 
European integration process which, when approached from a systematic point of 
view, identify some acute deficiencies of the European Union, raising certain and 
even urgent democratic concerns. The recent reform of the rules implementing 
the provisions of the Treaty on EMU (the supranational strategy) as well as the 
incorporation into national law of some of those arrangements via an international 
treaty (the intergovernmental strategy) respond to what was perceived as a collapse 
in the prevention of systemic risks for EMU. After the so-called failure of that 
‘preventive arm’, more radical measures have recently been adopted in order to 
ensure compliance with the SGP under the shadow of extremely severe sanctions 
(the ‘corrective arm’). It is in this new field where enormous power has been de 
facto transferred from democratically legitimated to independent non-majoritarian 
institutions (the Commission and the European Central Bank). This transfer of 
power sacrifices democratic legitimacy on the altar of a more efficient EMU, and 
parallels in the economic domain what has been happening during recent decades 
in other fields, where security has prevailed over freedom or uncertainty. Executive 
dominance seems to be the only reply to systemic crises. 

But we ourselves should question why all these corrective mechanisms did 
not exist before the crises. Was EMU badly designed just having a ‘preventive 
arm’ and relying on political sanctions to guarantee Member State observance? 
The truth is that a corrective arm did not exist simply because, according to the 
system designed in Maastricht, it would never be used: Member States should rely 
on markets for their financing, and even default if required. The need for all these 
measures is a direct consequence of the political decision not allowing default by a 
Member State (after the combined effect of that state disregarding its commitment 
to other Member States by tampering with its figures, and the markets not working 
as a disciplinarian mechanism), as should have happened if the original provisions 
of EMU were followed. 

The consequences of de facto abrogating these clear rules are nowadays 
evident: a redesign of the constitutional rules of EMU had to be improvised through 
supranational and intergovernmental strategies, thus paying more attention to the 
specific details of the huge economic problems to be solved than to the potential 
democratic risks to be avoided. In sum, the efficiency of concrete policies prevailed 
over abstract constitutional thinking. This is not without risks and, as a matter 



Dictatorship of Failure

58

of fact, this unbalanced approach finally resulted in a model which we can label 
‘exacerbated governance’.

This model jeopardizes the whole European integration project in several ways. 
First, by putting at risk the mechanism through which it has been traditionally 
carried out: law. Since EMU provisions will not only be internalized by national 
legal orders via the principle of primacy, but now they also have to be included in 
“provisions of binding force and permanent character, preferably constitutional”, 
the door is open for national courts to interpret those provisions, thus undermining 
uniform interpretation of EU law by the Court of Justice. Secondly, by challenging 
national democracies, on which the European Union is based, by imposing 
economic policies not only against the will of their citizens but even without giving 
them a say. Thirdly, by corrupting the institutional setting of the Union, since non-
majoritarian institutions are now de facto dealing with issues which correspond to 
representative institutions. This also entails a connected problem resulting from 
the different and contradictory requirements for each role these institutions have to 
play. In the case of the Commission, independence is required for it to guarantee 
enforcement of EU law and, importantly, competition rules, but at the same time 
the pressure to make it a representative institution will increase once its role as de 
facto decision-making power in EMU is recognized.76 
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Democracy is Surrender
Antipolitics as Critique of Liberal Democracy

Mikkel Thorup1

University of Aarhus

This article explores how state actors and ‘state philosophers’ from the latter part 
of the twentieth century until the present have described and reacted to what 
they perceive as militant challenges to the statist order. This is understood to be 
an antipolitical mode of argumentation because the critiques explicitly distance 
themselves from ordinary politics, portraying themselves as above or beyond 
normal politics. It is more specifically about critiques of liberal democracy for being 
unable to defend itself because it regards action as antithetical to talking. The article 
firstly outlines the core of the critique; then it turns to an empirical exploration of two 
different argumentative types of the critique illustrated through two different case 
examples: (1) securitized antipolitics: the neo-conservative argument for using force 
and the critique of those standing in the way of military solutions; and (2) moralized 
antipolitics: the idea that Islamism represents a new life threat to the West meriting 
a third world-war response and the critique of liberal appeasers supposedly not up 
to the challenge. The article concludes by summarizing the findings in the Slavoj 
Žižekian concept of ultrapolitics, where a militarization of politics is offered as real, 
hard politics but is actually a way to avoid the truly hard fact of politics: disagreement.

In June 1978 the exiled Russian poet Aleksandr Solzhenitsyn gave the 
commencement address at Harvard University.1 While the text itself, “A World 
Split Apart”, is one long anti-modernist cry, not to say reactionary rant, it also 
expresses something very interesting on the theme of this COLLeGIUM issue on 
the discourse of democratic failure. Western democracy, Solzhenitsyn claime, is 
unable to withstand the evil of Communism and the degeneracy caused by its 
own values. The East and the West are but two symptoms of the same materialist, 
godless celebration of man but while the East is gaining spiritual strength through 
suffering, Western man is progressively weakening through legalism, a free press, 
democratic politics, individual freedom, and material well-being, manifesting itself 

1 An earlier version of this article was published in my An Intellectual History of Terror (Routledge 
2010).
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most prominently in a lack of will to defend itself: “A fact which cannot be disputed 
is the weakening of human personality in the West while in the East it has become 
firmer and stronger” (Solzhenitsyn 1980, 12). There is, Solzhenitsyn observes, a 
“decline in courage”, “a lack of manhood” causing the West to implode: “Must one 
point out that from ancient times a decline in courage has been considered the first 
symptom of the end?” (Solzhenitsyn 1980, 5 & 6). The values of the West are what 
doom it against forces adhering to evil: “To defend oneself, one must also be ready 
to die; there is little such readiness in a society raised in the cult of material well-
being” (Solzhenitsyn 1980, 15). 

Solzhenitsyn takes his place among the long list of thinkers who have portrayed 
the modern West as weak and unable to defend itself, risking its existence faced 
with determined, non- or anti-modern foes, if not exchanging its democratic ways 
for something a bit more hard and uncompromising. The fear of the inherent 
irresponsibility of liberal democracy when faced with existential threats have had 
a number of different historical expressions, most notably in the Weimar republic 
(which is also a constantly evoked ‘proof’), the confrontation with totalitarianism in 
the Second World War and the Cold War, and now in what is by some perceived 
as a new totalitarian threat, Islamism, which is portrayed as both an external and 
internal threat. The claim now is simply that the liberal democratic preference 
for discussion, tolerance and proceduralism exposes Western countries to an 
existential threat in the evident shape of terrorism and the more hidden one of 
a sneaking islamization. Against these threats, so the argument goes, liberal 
democracy doesn’t seem to have any means to defend itself on its own. It doesn’t 
know how to draw the line, defend the border (both the physical on the ground and 
the psychological in the people) and repel the threat.

We experience at present a de-democratization of Europe using economic 
arguments, substituting politicians for technocrats, forcing through via the EU and 
the IMF austerity measures in disregard of public opinion and handing over financial 
sovereignty to the market and financial institutions (Blyth 2013; Kuttner 2013). These 
developments are dependent upon a critique of democracy as being economically 
and morally irresponsible and it is in many ways parallel to the 1970’s claim of 
a governability crisis of democracies (Crozier, Huntingon, Watanuki 1975), or to 
Fareed Zakaria’s claim of a trade-off between democracy and freedom (Zakaria 
2003), criticizing democracy then and now for being too democratic to govern 
itself properly. These powerful discourses critical of democracy are threatening 
what most of us take to be important pillars of parliamentary democracy including 
parliamentary oversight, public debate and national sovereignty, and replaces them 
with threatening arguments of economic necessity in which ‘the market speaks’ 
(Jones 2013) and governments obey. While extremely important for our present 
and future predicaments, I want to focus on another set of arguments critical of 
democracy which are also saying that too much democracy is threatening us but 
which do not refer to economic essentials but to existential imperatives, not the 
abstract market but physical survival, not budgets and deficits but bombs and 
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terrorism, not the welfare state or our competitiveness but civilization and national 
survival, not economics but security. I want to focus on a set of critiques claiming 
that too much democracy is threatening our survival.

This article is about a critique of democracy coming from within democracy 
itself. Unlike the present EU elite critique of irresponsible economic behaviour by 
Southern European countries and ever louder calls for technocratic governments 
and non-democratic institutional arrangements and governance instruments, this 
article deals with an argument detectable from at least early modernity onwards 
which says that democracy is unable to defend itself. We focus here on the decline of 
courage and sacrifice that Solzhenitsyn spoke of above, and we look at arguments 
locating this decline within democracy itself.

In the following I’ll firstly outline the core of the crisis critique of democracy. Then 
I will empirically substantiate it through two different argumentative types of the 
critique illustrated through two different case examples: (1) securitized antipolitics: 
the neo-conservative argument for using force and the critique of those standing in 
the way of military solutions, and (2) moralized antipolitics: the idea that Islamism 
represents a new life threat to the West meriting a third-world-war response and 
the critique of liberal appeasers supposedly not up to the challenge. The two forms 
are not restricted to the examples explored below, neither are they limited to certain 
actors. They are meant as ideal type arguments offering themselves to anyone 
claiming to represent security. The cases have been chosen as representative of a 
certain kind of argumentation and are meant to be merely illustrative of versions of 
the general argument rather than being limited to the specifics of the situation they 
address. But first we need to address the core assumption behind the crisis critique 
of democratic irresponsibility.

I. Antipolitics or the Non-Democratic 
Defence of Democracies

I offer no definitions of the core concepts of ‘politics’ and ‘democracy’ because 
my interest is not in their ‘real’ meaning but rather in how they are used, defined 
and delegitimized by the actors analyzed. The concepts do however connect or 
relate to parliamentary practices, or perhaps we should say that the two concepts 
are used in the analyzed material as synonyms: Politics is democratic politics. 
Democracy and parliamentary politics is the problem. A ‘real politics’ and a ‘real 
polity’ is offered as the cure to the alleged democratic malaise and these are 
portrayed as antithetical to the core procedures and institutions of parliamentary 
democracy and ordinary public politics. 

There are two basic theses in the crisis critique of the weak defensibility of 
liberal democracies:
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(1) It is the democratic elements in democratic societies which make them weak 
and vulnerable. The doctrines of equality, tolerance, understanding, discussion, 
proceduralism, legalism weaken the defensibility of liberal democracies 
by institutionalizing endless talking rather than resolute action. In and of 
themselves democracies do not have an action theory but only doctrines for 
the continuation of discussion and a belief in the dissolution of all contradictions 
and conflicts through debate and compromise

2) It is the non-democratic elements in democratic societies which make them strong 
and able to survive. The homogeneity of the people, the state of exception, the 
military, religion, tradition and other non-democratically organized institutions 
and values. The will to do what is necessary, to end talk and break rules is what 
sustains and safeguards democracy

The suspicion or fear that democracy may be vulnerable when faced with non-
democratic regimes or non-state challengers goes a long way back. A brief tour 
through the history of political thought reveals that a strong tradition exists that 
suspects that democracy is inadequate in a crisis situation. John Locke wrote in 
his Second Treatise of Government from 1690, in the chapter on the prerogrative, 
that the sovereign is allowed “to act according to discretion, for the publick good, 
without the prescription of the Law, and sometimes even against it” (Locke 1988, 
375). It is mainly the lawless state of the international, which necessitates this right. 
Adam Ferguson, although talking about rude times, says that the engagement in 
hostilities “inclines every people, during warlike ages, to monarchical government” 
(Ferguson 1995, 142); “when the political fabric was shaken or endangered, a 
monarchical power has been applied, like a prop, to secure the state against the 
rage of the tempest” (Ferguson 1995, 143).

Alexis de Tocqueville says that “external policy requires the use of almost none 
of the qualities that are proper to democracy, and demands, on the contrary, the 
development of almost all those it lacks” (Tocqueville 2000, 219), and Immanuel 
Kant says that when it comes to international matters, a despotic regime cannot be 
expected to change its form of rule, when confronted by unfriendly regimes “which, 
after all, is the strongest when it comes to external enemies” (Kant 1966, 234). 
The international is of such a nature that the law and democratic procedure are 
not adequate instruments. The question of war and peace, treaties and diplomacy, 
has always had a status beyond ‘normal politics’ and often outside democratic 
accountability. 

Liberal thought has often allowed for a ‘power state’ within the state, namely, a 
sovereign freedom of action in foreign and security policy to serve as a counter-
weight to the judicially committed and talkative democracy. I want to explore a 
‘power argument’ constantly resurfacing that alleges that there is a need to 
circumvent or bolster democracy’s soft side. What this kind of thinking basically 
says it that democracy cannot exist on its own, that it needs something beyond 
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democracy to sustain itself. It needs something un- or maybe even anti-democratic, 
something transcending or suspending normal politics, something subscribing to 
higher standards than parliamentary bickering and deal-making, something harder 
than compromise and dialogue, something that I shall refer to below as antipolitics. 

The form of democracy critique that I’m interested in here, is the one focusing 
on the alleged security problems of democracy, of democracy’s inability to defend 
itself against existential threats. What I’m particularly interested in is how this 
critique depends upon a specific dichotomy between democracy’s supposedly 
endless chatter and constitutive indecision versus the hard realities and tough 
decisions of real politics. This I investigate through the concept of antipolitics, my 
claim being that what this dichotomy actually does, rhetorically and often also in 
practice, is to bypass, diminish, suspend or even abolish politics as the debate on 
and mediation of legitimate disagreements of public values.

For the purposes of this article, I will define antipolitics as the argument (and 
in that sense antipolitics is always politicized and politicizing) that parliamentary 
politics and democratic debate must cease, ordinary rule-bound practice must be 
suspended or altered, because we are in a situation of imminent and catastrophic 
threat; that this is the only option available and that any problematization thereof is 
not an insistence on debate but an amoral weakening of defence. There can be no 
discussion – only action. Talk is an amoral delay of the necessary, a way to avoid 
hard choices and brutal realities. Action and decision is the only moral position 
(almost whatever its content) because it faces up to the reality of things no matter 
how ugly they are. A distinction is made between decadence and action; decadence 
being the tendency of liberal democracies when not blocked or supplemented by 
the non-democratic in the form of religion, tradition, the military etc.; and action 
being the assertion of both will and values (in 2007 the German right-leaning 
journal Merkur published an issue called No Will to Power. Decadence [Kein Wille 
Zur Macht. Dekadenz]).

This also suggests that antipolitics is a highly political act framing its politics 
in a way meant to immunize it from the same kind of critique levelled against 
ordinary politics. The antipolitics of the critique is meant to elevate its own politics 
to a sphere beyond critique, where opposition can be portrayed as treason and 
where the urgency of the matter releases politics of all the usual fetters of political 
power. It is antipolitical in its suspension of what is generally taken to be politics, 
democratic expression and deliberation, but shutting down discussion is, of course, 
political. The important matter though, is that it presents itself as anti-political in 
its opposition to the endless talk of democratic politics. Through an examination 
of its two versions explored below, we should be able to decipher a certain kind 
of tough talking which displays a distinct intolerance toward (the possibility of) 
peaceful solutions. In that sense the analytical categories may help us see beyond 
the specific argument and situation of the critiques and recognize the ‘standard 
operating procedure’ of this kind of critique of democracy.
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II. Securitized Antipolitics: American Neo-Conservatives

American neo-conservatism is among other things a plea for the use of armed 
force. It is motivated by what the neo-conservatives see as a weak and timid liberal 
globalist approach to world problems trying to solve them through negotiation 
and compromise rather than the projection of force (for the conservative/neo-
conservative debates on the Iraq war, see Rosen 2005; Fukuyama 2006). The 
securitized antipolitics of the neo-conservatives is the argument that negotiation, 
compromise and international institutionalization doesn’t cut it in contemporary 
global politics and must be replaced by an American projection of global armed 
force. Securitized antipolitics is the claim that the situation is existential and 
has absolute priority over all other concerns and that extreme force is the only 
appropriate response to the situation.

The will to use force and the critique of those who seemingly block or limit the 
use of armed force is most evident in an article by the retired army officer and 
prolific writer Ralph Peters, “Kill Faster!” published in the New York Post in 2004. 
In the article Peters scolds the media who “weren’t reporting. They were taking 
sides. With our enemies”. The media are ”sympathetic to terrorists and murderers” 
and has become “little more than a tool of propaganda”, a propaganda that is 
“increasingly, viciously, mindlessly anti-American”. The result of this liberal media 
self-hate is that “we lost our will to fight on” and the pressure is on to “halt combat 
operations, to offer the enemy a pause, to negotiate … in essence to give up”. The 
media blocked a war effort, for instance in the siege of Fallujah, “we could have 
won militarily” (Peters 2004). 

Peters is expressing frustration at not being able to use the full force of the 
American military, at being held back by the media, international law and the 
politicians, at not being allowed to pursue the radical logic of military force to its 
conclusion. The answer to the frustrated efforts is to ‘kill faster’, that is to project the 
full force of American fire-power before a reaction from the liberal media can set 
in: “We have to speed the kill”, fight “faster at the dirty-boots level”, “We must learn 
to strike much faster at the ground-truth level” because once a conflict is dragged 
out because of misunderstood complacency on the part of the military, brought on 
by a terrorist-sympathetic media with no understanding of warfare, the costs will 
be higher and the conflict more difficult to end: “If we do not learn to kill very, very 
swiftly, we will continue to lose slowly” (Ibid.).

A most interesting example of killing fast or losing slowly is provided by two of 
the main architects behind neo-conservative foreign policy thinking, David Frum, 
formerly a speech writer for George W. Bush and now a right-wing commentator, 
and Richard Perle, chairman of the Defence Policy Board Advisory Committee 
2001–2003 under George W. Bush and a member of several neo-conservative think 
tanks such as the Project for the New American Century. In 2003 they published 
An End to Evil which defended the war on Iraq and advocated regime change in 
Iran and Syria and a tougher stance against North Korea and most Arab nations. 
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Many have seen the Bush administration as only too willing to use military force 
but Frum and Perle depict a Washington filled with “the bad old habits of complacency 
and denial” making it impossible to sustain the kind of military campaign needed to 
win the war on terror. “Pessimism and defeatism have provided the sound track to 
the war on terrorism from the beginning, first in Afghanistan, then in Iraq” (Frum & 
Perle 2003, 4, 11).

The situation is dire. It is a new totalitarian threat on the scale of Nazism or 
communism: “It is victory or holocaust” (Frum & Perle 2003, 9); and has come 
about because of “weak-willed leaders who could not muster the nerve for decisive 
action”, borders that are “wide open, and even now are laxly guarded” and, of course, 
the inevitable cry of European degeneracy: “For years, European governments 
have appeased and indulged terrorism” (Frum & Perle 2003, 64, 191). An extreme 
dichotomy is drawn up between strong action and surrender, between those who 
are “fighting to win” and those who “continue to shut [their] eyes and wish [their] 
problems away” (Frum & Perle 2003, 9, 35). The establishment is caught up in its 
own narrow interests, in talking, hiding, hoping it will go away and allow us to focus 
on nice things while the few have realized the severity of the situation:

While our enemies plot, our allies dither and carp, and much of our own government 
remains ominously unready for the fight. We have much to do and scant time to do it. 
Yet at this dangerous moment many in the American political and media elite are losing 
their nerve for the fight. Perhaps it is the political cycle: For some Democrats, winning 
the war has become a less urgent priority than winning the next election. Perhaps it is 
the media, rediscovering its bias in favour of bad news and infecting the whole country 
with its own ingrown pessimism. Perhaps it is Congress, resenting the war’s cost and 
coveting the money for its own domestic spending agendas.
 Or perhaps it is just fatigue … And while the American people have shouldered 
those realities magnificently, America’s leaders too often seem to flinch from them. 
Every difficulty, every casualty, every reverse seems to throw Washington D.C., into a 
panic – as if there had ever been a war without difficulties, without casualties, without 
reverses. (Frum & Perle 2003, 4)

Security is a state prerogative – and the persons described above view 
themselves as modern equivalents of advisors to a prince. The language of security 
activates the state’s most basic role as protector and thereby legitimates violence, 
even extreme violence. By elevating something from everyday pragmatic politics 
to security politics it’s dramatized as having absolute priority. As George W. Bush 
said at a crisis meeting of staff just after 9/11: 

I want you all to understand that we’re at war and will remain at war until this is finished. 
Nothing else counts. Everything is at your disposal in this war. All obstacles that must 
be in your way are removed. All the money you will need you’ll get. This is our only 
agenda … I don’t care what the international lawyers say, we are going to kick some 
ass (quoted from Clarke 2004, 24).
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This language is also activated by the neo-conservative analyst at the American 
Enterprise Institute, Michael Leeden, in his War Against the Terror Masterswhich 
ends by saying, “the important thing, indeed the only thing, is to win the war. There 
will be time enough to worry about bureaucratic wiring diagrams” (Leeden 2002, 
237). He too describes it as a world war against totalitarianism – the fourth world 
war, the Cold War being the third – and diagnoses the cause of the present situation 
to “a lack of will to fight a real war against the terror masters” (Leeden 2002, xv), 
which is why he advocates war with Iraq, Iran, Syria and possibly Saudi Arabia. 
The cause of this “lack of will to fight a real war” is a liberal-democratic naïveté 
expressing itself in:

radical egalitarianism and our belief in the perfectibility of man. We think all people 
everywhere are fundamentally the same and, having turned the study of history into a 
hymn to the wonders of multiculturalism, we are reluctant to accept Machiavelli’s dictum 
that man is more inclined to do evil than to do good. Throughout this generation of 
political correctness, it has been singularly bad form for anyone in America to suggest 
that there are some truly evil people, and even some thoroughly evil regimes, whose 
fear and hatred of us are so intractable that “live and let live” (our mind set) will not do. 
It has to be “kill or be killed.” (Leeden 2002, xvii)

Once security is invoked, it is the only agenda and all else is relegated to a 
secondary concern (Wæver 1995). It becomes a ‘kill or be killed’ situation. The 
securitized discourse both necessitates and legitimizes going beyond ordinary 
practice. Once an issue is successfully securitized, an obligation and a right to 
handle the situation with extraordinary measures follows, as does an obligation 
and a right to transcend normal procedures and limitations in order to bring back 
the situation to ordinary politics. 

The crisis situation is a moment of non-democracy. To insist on democratic 
procedure in a moment of life-threatening crisis seems inappropriate. Act 
now, debate later, as the first Leeden quote stated. But a situation needs to be 
securitized before politics and dialogue can be suspended and that move is in 
itself highly political and requires if not dialogue at least persuasion. This is why we 
see a constant invocation of the ‘terrorist threat’ and ‘new war’ images. To activate 
security’s priority, one has to argue that the threat is great and imminent and that 
the ordinary measures will not do. One needs to terrorize by referring to terrorism.

III. Moralized Antipolitics: Moral Defence of the West

In February 2002 the former British Prime Minister Margaret Thatcher wrote, 
“the events of September 11 are a terrible reminder that freedom demands eternal 
vigilance. And for too long we have not been vigilant. We have harboured those who 
hated us, tolerated those who threatened us and indulged those who weakened 
us” (quoted from Hayward & Morrison 2002, 148). We get here in succession the 
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internal Muslim enemy, the external Muslim enemy and the liberals who have made 
both threats possible. 

Thatcher’s quote is representative of today’s dominant discourse portraying the 
West as under siege from a new totalitarian threat, Islam or Islamism, and the 
internal security of Western states being undermined by liberal appeasers. The 
moralized antipolitics of the Islam/immigration debate is the position stating that we 
in Western societies are in actual fact engaged in a struggle for survival against the 
menacing threat of islamization. Moralized antipolitics is the argument that some 
values are absolute and beyond dispute, that they mustn’t be debased by being 
dragged into common politics, and that any debate about them is the same as 
undermining them (Schedler 1997, introduction; Brown, 2001, ch. 2).

Talk and understanding must cede and harsher measures against immigration 
must be introduced. Talk and understanding are amoral positions because they 
jeopardize our survival. The liberal, multicultural, cosmopolitan approach is not a 
political position to be debated but a treason to be exposed. The ‘softies’ invite the 
enemy, undermine the moral fabric of societies, block necessary measures, do 
everything to be a de facto fifth column of the new totalitarian enemy, Islam. The 
run-up to the Second World War is being replayed here, claiming that there is a 
threat similar to that posed by the Nazis and a class of people that are repeating 
Chamberlain’s appeasement strategy. Any indication of dialogue, understanding 
or some such policy is regarded as suicidal and amoral while Islam/immigration 
is being securitized, that is elevated to a domain beyond ordinary politics, beyond 
democratic debate, beyond ordinary legislation. 

A case in point is the fast track working group initiated by the former Danish 
Prime Minister and now NATO general secretary Anders Fogh Rasmussen to look 
into judges wearing religious symbols – headscarves – in court rooms. No Muslim 
is close to becoming a judge in Denmark but the threat of an alleged islamization 
of Danish juridical practice was felt to be so urgent that the working group was 
ordered to work fast and legislation was rushed through even at the cost of a 
serious dispute within the government.

This kind of rhetoric is evident in the ‘war on terror discourse’ but also in what I’ll 
call the ‘moral defence’ discourse of a securitized Islam/immigration debate. This is 
– beyond its obvious affinities to the war on terror discourse – a securitization of the 
inner moral fabric of the liberal-democratic state. Before engaging with the work of 
Samuel Huntington as the premier example of a right-wing moderate expression 
of this position (and Oriana Fallaci as an extreme right-wing version), I’ll analyze a 
self-declared “American social-democrat”, Paul Berman and his book Terror and 
Liberalism. The book has two themes, terrorism in the shape of radical Islam and 
liberalism as the position blind to the threat of terror. I’ll only concentrate on the 
latter which he summarizes as follows:

My purpose is to identify a rationalist naïveté that is shared by almost every part of 
modern liberal society … an unwillingness, sometimes an outright refusal, to accept 
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that, from time to time, mass political movements do get drunk on the idea of slaughter. 
It was a belief that, around the world, people are bound to behave in more or less 
reasonable ways in pursuit of normal and identifiable ways in pursuit of normal and 
identifiable interests … In the United States, that belief was very nearly universal. 
The 9/11 attacks revealed many unexpected and astonishing truths, but surely the 
most astonishing of all was that, in Arlington, Virginia, the Pentagon had no plan to 
defend the Pentagon. Everyone, unto the chiefest of Indian chiefs, turned out to be a 
simpleminded rationalist, expecting the world to act in sensible ways, without mystery, 
self-contradiction, murk, or madness. (Berman, 2003, 152–3)

The liberal belief in rationality left the Pentagon undefended. Modern liberal 
society doesn’t comprehend ‘the other’ in his barbaric irrationality and is therefore 
unable to defend itself. But Berman’s main target is not liberal society as such but 
its “left liberal wing”, who are, according to Berman (himself whining about being 
almost the only leftist supporting the Iraq war), consumed by “Vietnam fears, anti-
corporate resentments, and pacific instincts” (Berman 2003, 7), rendering them 
unable to support any military or repressive action however needed. They are 
simply caught up in a myopic antipathy to anything resembling force. 

He dismisses all the arguments of the anti-war movements. They are not really 
arguments, but expressions of psychological quirks, namely, “an unyielding faith in 
universal rationality … the simple-minded optimism that had blown up in the First 
World War, but that even so, indestructible, had lingered into the twentieth-century 
imagination” (Berman 2003, 125–6). These are instincts resistant to change 
and persuasion, they are unpolitical in the most basic sense and are therefore 
to be explained as pathologies rather than as policies. They are then summarily 
disregarded as rational arguments. No need to debate with appeasers.

As many other Americans do at present, Berman also can’t help making Europe 
the prime example of liberal naïveté. Discussing the Yugoslav civil war and the 
military response from America and Western Europe, he details what may be a 
somewhat accurate picture of European tardiness in face of ethnic slaughter. The 
important thing is that this slow response becomes the truth of European liberalism 
as such, the inaction which reveals the basic degeneracy of Europe: 

This response [to do nothing] did seem to confirm the dreary picture of modern life 
drawn by Nietzsche in the past and just now by Fukuyama: the comfortable burgher, 
blinking stupidly and wondering about dinner … the listless response of Europeans 
without backbones or firm beliefs, cowardly, greedy, and self-absorbed (Berman 2003, 
166).

Europe has degenerated into a hedonistic dependence on others for survival. 
Berman criticizes Sweden and Switzerland for their neutrality during the Second 
World War – “the survival of both places owed entirely to the fighting spirit of other 
people” (Berman 2003, 167) – and now liberal Europeans as a continent want to:
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retreat to the dream of Sweden or a Switzerland – the dream of a Europe that, by laying 
low, [will] avoid attacks on itself, a heartless old Europe of the past … the Europe that 
has always needed to be rescued from its own manias and has lately congratulated 
itself on its (genuinely) superior achievements in economic equality and social welfare. 
(Berman 2003, 205)

Then as now we’re facing a totalitarian threat, we are “right now beset with 
terrorists from the Muslim totalitarian movements” and Europe is, again, laying low, 
letting others defend Western values and societies. But not only that, European 
liberalism is directly co-responsible for the upsurge of Islamic terrorism by its 
“wishful thinking – the kind of simpleminded faith in a rational world that, in its 
inability to comprehend reality, sparked the totalitarian movements in the first place” 
(Berman 2003, 206 & 207). What then, we may ask, is the appropriate response?

It’s the American way. Instead of turning into “a Sweden or Switzerland of North 
America – a virtuous country, dedicated to the charms and prosperity of its own 
social system, though with no ability or inclination to defend itself or anyone else”, 
the USA “took the notion of a liberal society and, with a few earnest twists of the 
screwdriver, rendered the whole concepts a little sturdier” (Berman 2003, 169). 
The American way is an emphasis on what is taken to be the non-liberal and non-
democratic preconditions of liberal democracy. American sturdiness is precisely a 
refusal to succumb to a full liberalism, to trust its own values. 

Elaborating on the exact meaning of this American way, Berman goes back to 
Lincoln’s Gettysburg address, not for its content, but for its setting: “[W]hat gave 
force to this argument [of freedom and democracy] was the occasion and setting of 
his speech. He delievered his remarks at a battlefield cemetery, dedicating the site. 
His speech was about death” (Berman 2003, 169–170). Death and war, celebration 
of sacrifice, is what makes up the American sturdiness: “He spoke about death as 
“the last full measure of devotion” … He was explaining that a liberal society must 
be, when challenged, a warlike society; or it will not endure” (Berman 2003, 170).

Starting from an America intoxicated with liberal defeatism, going to a liberal 
Europe incapable and unwilling to defend itself or others, we end up with a defence 
of infusing liberal societies with a warrior spirit. European appeasement is about 
the unwillingness of sacrifice, which is a degeneracy lurking within a complete 
liberal democracy. This is also the position of Huntington to whom we now turn.

The invocation of the ‘Muslim threat’ and ‘Western liberal complacency’ is 
an important topic in Samuel Huntington’s later works. In here we find the tired, 
old, hedonist, decadent, chattering West paralyzed by a culture of consumption, 
discussion and self-indulgence confronted with young, activist, puritan, expansive 
non-Western hordes ready for sacrifice. In his Who are We? America’s Great  
Debate from 2004, this dichotomy is described in terms of birth rates – a common 
topic for all Spenglerists. The recent Mexican immigrants are multiplying in America 
whereas native Americans don’t reproduce in sufficient numbers. American 
demography is shifting from the Anglo-American to the Latin-American.  
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For Huntington this constitutes a direct threat to the ‘We’ of America and is a 
sign of the decadence of Western democracies: They do not have the life-power 
to reproduce themselves. This kind of biological argumentation – which is also 
evident historically and today in much more sinister forms – is also found in his 
Clash of Civilizations from 1996 where he compares birth rates and concludes: “In 
the long run … Mohammed wins out … The percentage of Christians in the world 
peaked at about 30 percent in the 1980s, levelled off, is now declining, and will 
approximate about 25 percent of the world’s population in 2025” (Huntington 1996, 
65–6).

Meanwhile the Muslim share of the world population is rising. Huntington even 
talks of a “Muslim demographic invasion” and he continues the long tradition of 
making fertility the marker of a collective will to life. Fluctuations in birth rates indicate 
the upward or downward movement of civilizations. This theme of demographic 
threats to a life-tired West – endlessly repeated throughout modern European 
history – has received new stimulants from the Islam/immigration debate in which 
a Muslim takeover through superior birth rates is being conjured up. In some parts 
of the debate, demography is being securitized. Births are weapons. The radical 
Italian anti-Muslim writer Oriana Fallaci wrote in 2004:

The Politics of the Womb, that is, the strategy of exporting human beings and 
reproducing in abundance, has always been the most direct means for taking control 
of a territory, of dominating a country, of substituting a people or subjugating it … In 
all European mosques, the Friday prayers are accompanied by an exhortation to all 
Muslim women to ‘give birth to at least five children each’. Well, five children are not that 
few. In the case of the immigrant with two wives, the five become ten. Or at least ten. 
In the case of the immigrant with three wives, they become fifteen. Or at least fifteen. 
(quoted from Bialasiewicz 2006)

The paranoia of this quote is securitization speaking; it’s a securitization of 
child birth. This private act is being transformed into a collective expression of an 
intentional Muslim aggression, which threatens the ethnic, religious and societal 
integrity of the West. Besides the alleged imperialist tendency of Islam, where does 
Fallaci find the causes of this dangerous situation? “[In] a Europe without honour 
and without intellect … without dignity and without courage. A sick Europe, that 
has sold itself like a prostitute to the sultans and caliphs” (Ibid.). Threats are always 
total and here the potent threat of islamization is being met by a decadent, impotent 
and suicidal West, which has lost faith in itself and has sold out – sold itself like a 
prostitute to the over-sexualized sultans and caliphs. Back to Huntington.

Faithful to the conservative tradition, which writes negative developments into 
a single all-encompassing discourse of moral decline, Huntington compiles a list 
of signs of political, military, economic and moral decline which all point to a West 
which no longer believes in itself and which has therefore lost its ability to rule, 
dominate and in the end survive. He paints a picture of
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a civilization in decline, its share of world political, economic, and military power going 
down relative to that of other civilizations … The West is increasingly concerned with 
its internal problems and needs, as it confronts slow economic growth, stagnating 
populations, unemployment, huge government deficits, a declining work ethic, low 
savings rates, and in many countries including the United States social disintegration, 
drugs and crime … The willingness of other societies to accept the West’s dictates or 
abide its sermons is rapidly evaporating, and so are the West’s self-confidence and will 
to dominate (Huntington 1996, 82).

These signs – or proofs – of decline actualize for Huntington the question of 
the seriousness of the threat from Islam but also – as the final chapter in Clash of 
Civilizations addresses – the question whether the West is able to halt or reverse 
this internal process of degeneration. And here it is most interesting that what for 
Huntington turns out to be the perhaps most salient obstacle to reversing of this 
decline – and perhaps even its cause – is what he identifies as ‘multiculturalism’:

A more immediate and dangerous challenge [than rising secularism] exists in the 
United States. Historically American national identity has been defined culturally by 
the heritage of Western civilization and politically by the principles of the American 
Creed on which Americans overwhelmingly agree: liberty, democracy, individualism, 
equality before the law, constitutionalism, private property. In the late twentieth century 
both components of American identity have come under concentrated and sustained 
onslaught from a small but influential number of intellectuals and publicists. In the name 
of multiculturalism they have attacked the identification of the United States with Western 
civilization, denied the existence of a common American culture, and promoted racial, 
ethnic, and other subnational cultural identities and groupings (Huntington 1996, 305).

According to Huntington, ‘multiculturalism’ attacks exactly what I initially called 
the non-democratic preconditions for democracy, here first and foremost ethnic 
homogeneity. In his book on Latin-American immigration he writes that the Latin-
Americanization of the USA is caused by:

the popularity in intellectual and political circles of the doctrine of multiculturalism 
and diversity … the assertion of group identities based on race, ethnicity, gender, 
and the growing commitment of elites to cosmopolitan and transnational identities … 
multiculturalism is in its essence an anti-European civilization … It is basically an anti-
Western ideology (Huntington 2004, xvi, 171).

And on the final pages of his book on civilizations he writes something 
seemingly taken straight out of one of Carl Schmitt’s books: “In an era in which 
peoples everywhere define themselves in cultural terms what place is there for 
a society without a cultural core and defined only by a political creed? Political 
principles are a fickle base on which to build a lasting community” (Huntington 
1996, 306). In a world of non-democratic forces – or is it non-Western? – what 
place or possibility is there for a democracy to be a democracy? Or rather in a 
world of non-democratic, culturally and ethnically defined forces what place and 
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possibility is there for a society solely defining and grounding itself as a political 
community, as a democracy?

Huntington’s solution – like all the others described above – is to prioritize the 
non-democratic components of society, first and foremost the delimitation of the 
foreign and the foreigner. The line between in and out, citizen and stranger, friend and 
enemy is to be drawn clearly and sharply. The decisive dividing line for Huntington 
is not democracies versus un- or anti-democracies but one cultural community 
versus another where democracy is an often positive but just as often dangerous 
supplement to the non-democratic. Only by becoming less democratically grounded 
can Western democracy, and even more importantly Western civilization, survive, 
according to Huntington.

IV. Ultrapolitics as Antipolitics

Just after the 9/11 attacks journalist Judith Shulevitz wrote in the New York 
Times: “Somewhere deep in my heart, I have always longed for a catastrophe 
like the present one”, not, obviously, out of sadistic lust but because it creates a 
“collective purpose”. It sweeps away “petty political squabbling” and “enervating 
celebrity gossip” and reveals the true values and concerns. No more banality and 
chit-chat when faced with the catastrophic real (quoted from Seymor 2008, 6). This 
really sums up the arguments above.

In summary, the codified liberal order is not to be trusted to have the means 
to defend itself. War and peace, enmity and conflictuality are deemed beyond 
the liberal-democratic order. Ordinary politics, democratic, procedural politics 
is mere endless chatter and indecision. The really political is preserved in the 
exceptional situation, in militancy and in the borderline cases. Liberal-democratic 
societies preserve the political in illiberal and undemocratic forms within the liberal-
democratic order, and this is what the critique keeps emphasizing: the inner life and 
survival of liberal democracies are dependent upon non-democratic, or perhaps 
even un-democratic, forces. In and of itself the liberal-democratic order has a 
suicidal tendency, both in the form of a deliberative degeneracy and in the form of 
an inability to observe and counter threats.

Man’s capacity for hatred and slaughter is emphasized whereas its tendencies 
for rationality and compromise is neglected or belittled. Facing up to what one 
claims is brutal and ugly, ‘the realism’, becomes a proof of the realist’s tragic but 
moral and authentic character. ‘Reality’ is brutal, man is irrational. This is the truth 
in the crisis critique and this gets emphasized constantly, partly to describe oneself 
as brave in confronting it and partly to describe the other as hopelessly naïve. 
Tough realism has more to do with making a distinction between oneself and the 
‘do-gooders’ than about reality as such.

The ‘hard’ solutions advocated above is parasitic on a notion Stefan Breuer has 
given the name ‘the illusion of politics’, namely, “the conviction that this authority 



Thorup

75

[from above] must be conceived of as a sovereign subject, as caesaristic leader, as 
party of the new type” (Breuer 1982: 77); the illusory idea that what is needed and 
possible is benign rulers against whom the people then need no safeguards. But as 
Raymond Tallis coolly remarks “to conclude from the presumed original sinfulness 
of mankind that power in society should be deposited in an unaccountable elite, in 
leaders of great wisdom and strong will, seems at best naïve in the extreme and at 
worst self-contradictory” (Tallis 1997: 17).

The anti-politics of the crisis critiques, is parallel to what Slavoj Žižek, 
discussing the post-politics of Carl Schmitt and Jacques Ranciere, calls ultra-
politics, that is, an “attempt to depoliticize the conflict by bringing it to its extreme, 
via the direct militarization of politics” (Žižek 1999, 29). Ultra-politics is offered as 
the real, hard politics but is actually a way to avoid the truly hard fact of politics: 
disagreement. Ultra-politics is a way to deflect or deny schisms within the body 
politic by fetishizing unity as the condition for existence and action. Opposite the 
talkative degeneracy is placed an imagery and a set of policies characterized by 
a “celebration of aestheticized power, haloed greatness, and political charisma” 
(Habermas & Haller 1994, 21–2). The end of discussion – ‘enough talk, now it’s 
time for action’ – also marks the limit of democratic politics. This manoeuvre draws 
a dividing line between the legitimate and the illegitimate, friend and enemy, by 
discursively outlawing dissent as suicidal naivety or as treason. Ultra-politics forces 
a unitary commitment on to the polity, demanding complete immersion into the 
fetishized nation of loyal, terrorized and, therefore, quiet citizens.
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The financial crisis that started in 2008 is explained in terms of a series of 
normalisations, which pooled together prime and subprime mortgages, assets and 
debts, private and public debt. Such practices spread risk to the financial system 
as a whole and drastically reduced the information available. As a consequence, 
capital accumulation was achieved independently of whether the added value was 
real or virtual. The financial crisis illustrates the limits of normal science, that is, the 
dramatic simplification of the perception of the external world associated with the 
adoption of narratives referring to a single scale and a single dimension. Reduced 
diversity in the input of information combined with the inherent instability of financial 
markets results in the systemic presence of high uncertainty. In this situation, 
technical knowledge does not have the means to deal with, or control, the crisis 
and thus cannot guide decision making. The limits of technical knowledge can be 
observed in the worsening of the crisis, which is affecting the whole economic sector 
and leading to increasing unemployment and political delegitimation throughout 
Europe. This paper suggests an alternative interpretation of the financial crisis 
based on the insights offered by hierarchy theory. A multi-scale approach is used 
in order to identify the changing function of the financial sector at different scales of 
analysis and the transmission mechanisms through which rent-seeking practices at 
the individual level result in systemic instability at the societal level. 

I. Introduction

This paper looks at the global financial crisis of 2008 through the insights provided 
by hierarchy theory. The changing role of financial intermediaries is analysed both 

1 The author would like to thank Mario Giampietro, Kozo Mayumi and Jesus Ramos-Martin for 
comments and review, Bruna De Marchi and Silvio Funtowicz for their comments and suggestions, 
Valentino Mueller and Bibi Larsen for their support, as well as an anonymous reviewer for helping 
refocus the paper
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at the micro level with respect to the profit maximisation rationale of banks and 
at the macro level with reference to the role of the financial sector in regulating 
monetary flows. The central tenet is that the individual and the social scales cannot 
be analysed using the same theoretical approach. 

The sluggish response to the financial crisis can be understood in terms of a 
progressive loss of information, increased uncertainty and the rise of technocratic 
approaches to financial economics. The loss of information is a consequence 
of normalisation, defined as the “strenuous and devoted attempt to force nature 
into the conceptual boxes supplied by professional education” (Kuhn 1962, 5). 
Normalisation leads to a reduction in the diversity of perceptions and representations 
of the external world. Signals coming from the external world are forced into a 
uniform standard of variables with a consequent loss of relevant information. 
The systemic loss of relevant information increases uncertainty and makes the 
use of static models obsolete. Normalisation consisted of the pooling together of 
information on high- and low-risk borrowers first, assets and debts second, private 
and public debt last. The mixture of signals deprived the market and its agents 
of the means to deal with the crisis. This paper reinterprets the events that led to 
the financial crisis by opposing the systemic view of multi-scale analysis to the 
reductionism of normalisation.

The first section gives an overview of the events that led to the financial crisis, 
starting from the subprime mortgage crisis in the US, to the global financial crisis 
and to the sovereign debt crisis of peripheral European economies. The second 
section introduces the different descriptive domains used in economics, namely, 
microeconomics and macroeconomics. The systemic view adopted highlights the 
limits of the tools used by conventional economics in explaining the crisis. The third 
section shows how the technocratic narrative hides the uncertainties inherent in the 
economic system through the use of allegedly neutral mathematical and statistical 
models. In such a context, only the experts can deal with the crisis thanks to their 
specific knowledge, assumed to be valuable ‘by default’.

We argue that the financial crisis is in effect a crisis of legitimacy for technical 
knowledge. More and more in modern states, democratic knowledge requires a 
political system that can deal with epistemological relativism, that is, define what is 
relevant according to the diversity of perceptions present in society. The concluding 
remarks note that experts do not have the means or the legitimacy to guide decision 
making given the high uncertainty that characterises the financial system. The use 
of mono-scale indicators such as risk ratings deprives us of the information and 
tools needed to deal with the crisis. 

II. What happened?

The financial crisis can be explained in terms of a series of successive normalisations, 
which led to a strong hegemonisation in the choice of narratives used to perceive 
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and represent the external world and to a progressive loss in the ability of gathering 
useful information and developing tools to control and monitor the financial market. 
By normalisation, we mean the use of quantitative representations based on uni-
dimensional measurements typical of statistical models. Normalisation is a way of 
dealing with complexity, by reducing all relevant information to a manageable set of 
variables. In this simplified representation, observed phenomena are characterised 
according to a single defining category of observable attributes that is used to 
study a trend and then to predict by inference the behaviour, or probability of 
occurrence, of future phenomena. The progressive loss of transparency leading 
up to and aggravating the financial crisis is divided into three steps or mechanisms 
of normalisation, namely, the blurring of prime and subprime mortgages, the 
securitisation mechanism and the substitution of private by public debt. 

What is now known as the global financial crisis started as a mortgage crisis in 
the US in 2007 that expanded to financial markets and took on a global dimension. 
The mortgage crisis started with the excessive issuing of subprime mortgages 
associated with the housing market. Subprime mortgages are loans that present a 
high risk of default because of the limited capacity of the borrower to repay the debt. 
The creation of subprime mortgages originally responded to the US government’s 
initiative to provide home ownership to a larger share of the population. The Federal 
National Mortgage Association, commonly known as Fannie Mae, was created 
after the Great Depression for the very purpose of facilitating access to house 
mortgages to lower income families (Fannie Mae 2013). The financial crisis can 
hardly be attributed to this type of social policy, nor traced back to the 1940s. The 
proliferation of subprime mortgages is better explained as the result of the profit 
maximisation logic pursued by banks as rational agents at the individual scale, 
which is incompatible with the welfare rationale pursued by the government at the 
societal level. 

In order to minimise risk, banks (used to) screen all potential borrowers and 
select candidates according to their capacity to pay back the loan. This practice 
limited the number of potential clients who could access financial services. The 
problem was solved through the issuing of subprime mortgages, that is, mortgages 
subject to refinancing every two or three years. Refinancing refers to the redefinition 
of the interest rate paid on the loan based on house prices and on financial market 
borrowing costs, measured by indexes such as the London Inter-Bank Offered 
Rate (LIBOR). That is, if the value of the purchased assets increases in the house 
market (due to speculation) or in the financial market (due to better conditions 
offered on loans), the interest paid on the mortgage is renegotiated so as to match 
the new conditions of the market. The ability of the borrower to repay is linked to 
the price of the asset, and as house prices were rising in the US, the value of the 
asset purchased would rise and so should the borrower’s capacity to repay the 
loan (Gorton 2008). Since the borrower shares the gains from the housing market’s 
appreciation, she/he has a greater incentive to keep paying the loan. However, the 
assets created are directly exposed to fluctuations in house prices. As happened 
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in the US, if the economic venture stops growing trouble sets in: once the prices of 
houses flattened, subprime mortgages could not be repaid. 

The creation of subprime loans can be understood in terms of normalisation, 
that is, a reduction of all relevant information to one single indicator. Borrowers 
are reduced to statistical characteristics, where “all important information can be 
reduced to a set of numbers and converted to quantifiable default risk” (Marglin 
2011, 15). Credit insurance policies, which offered the illusion of zero risk trade, 
also played a role in the normalisation process, as discussed below. Following 
this mechanism, the only relevant variable is the capacity to repay the loan, and a 
variety of economic agents are classified into just two categories: prime or subprime 
borrowers. Since the market can now rely on default risk indicators, the identity of 
the borrower becomes irrelevant.2 The number of potential borrowers increases 
at the cost of a loss of information, and of a reduction in the effectiveness of risk 
control mechanisms.

Subprime mortgages were financed through securitisation, that is the creation of 
financial derivatives from a pool of mortgages, prime and subprime. That is, banks 
created financial derivatives called securities to be sold to investors as a means to 
raise capital which in turn could be lent to borrowers. The high risk associated with 
subprime mortgages is thus distributed to a variety of securities and reduced to a 
small percentage of the new financial derivative. A laxer screening of borrowers 
is required, because high risk mortgages can be redistributed to a number of 
securities. The Mortgage Backed Securities (MBS) created are themselves subject 
to fluctuations in house prices. Securitisation opens new channels of transmission 
of risk from one market (housing) to an other (financial). MBS can be seen as risk-
transferring devices (Carbó-Valverde et al. 2012), enhancing the asymmetries of 
information associated with risky assets.

Securitisation offered a great incentive to take on new risk, as this could be 
redistributed to different financial products. Mortgage backed securities were 
themselves used as collateral, that is protection against a borrower’s default, 
to create Collateralised Debt Obligations (CDO), a type of security backed by a 
variety of assets associated with different risk levels, structured in tranches so 
that investors are repaid in a prescribed sequence. That is, MBS were pooled 
together with other securities, split into different chunks and used to create a new 
type of security: CDO. CDOs create additional risk, as they add new transactions 
to the existing mortgages. “There are (at least) two layers of structured products in 
CDO. Information is lost because of the difficulty of penetrating to the core assets” 
(Gorton 2008, 62). CDO issuance tripled over the period 2005–07 (Gorton 2008). 
CDO were further developed into a cash flow CDO – where the mortgage is actually 
bought and used as debt collateral – and a synthetic CDO – where the obligation 

2  As opposed to microcredit, where credit is given based on the identity of the borrower, her/his 
community ties, neighbours’ references, and so on. 
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is guaranteed through Credit Default Swaps (CDS), that is, an agreement that 
guarantees that the seller buys back the asset in case of default. 

CDS can be seen as a type of insurance against default on underlying risk, 
when this risk can no longer be measured. Since CDO contain different securities 
linked to different risk levels, instead of trying to calculate the risk associated with 
the new financial derivatives, CDS were created as insurance against risk. CDS 
transfer the risk of default form the buyer to the seller of the financial derivative in 
exchange for the payment of a premium (Terzi and Uluçay 2011). In the context of 
diminishing information due to the restructuring of financial products into new exotic 
products, this type of insurance became the most traded derivative. CDS came 
to be traded as financial products themselves. The CDS market experienced a 
spectacular growth from $1 trillion in 2001 to $54.6 trillion in 2008 (Ibid). The nature 
of CDS also broadens the scope of actors involved in transactions, and insurance 
companies come into play as well as credit-rating agencies, which determine the 
price of CDS. The involvement of a plurality of agents aggravates the potential for 
the asymmetrical bearing of risk among the different actors involved, a point which 
we will return to later.

We characterise the creation of new financial products as a second type of 
normalisation. Securitisation allows the inflation of assets through leveraging (where 
asset value is amplified by the increased number of transactions), independently 
of whether the value created is real or virtual. Loan pooling leads to a destruction 
of information (Carbo-Valverde et al. 2012). Normalisation is taken to a second 
step, reducing all sorts of assets and debts to pooled financial derivatives and 
making it impossible to distinguish real from virtual capital. After this step is taken, 
the composition of the financial derivatives traded becomes completely irrelevant. 
Additionally, the creation of CDS reduces risk itself to a tradable product. 

The loss of information creates the need for rating agencies to evaluate the 
risk associated with the various financial products traded. The main credit-rating 
agencies are Standard & Poor, Moody’s, and Fitch Ratings, which offer ratings on 
the credit quality of securities traded in markets worldwide. Ratings are based on the 
estimated solvency (capacity to pay back the loan) of the issuer, and are calculated 
based on information provided by the issuers themselves on their operations, 
finances, and management plans. Ratings also serve to determine the interest rate 
that companies pay on their debt and the price at which debt is traded (Business 
Week 2002). Rating agencies supposedly aggregate information on the behaviour 
of financial institutions, so that ratings act in financial markets in similar fashion 
to price in commodity markets. In a perfect competition economic model, prices 
ensure equilibrium between demand and supply through the market mechanism. 
However, the rating mechanism is not as neutral as the perfect competition price 
mechanism insofar as the main shareholders of rating agencies are the issuers 
themselves, including investment banks, hedge funds, and insurance companies. 

The London Inter-Bank Offered Rate (LIBOR) presents an interesting example 
of the conflict of interest that banks may face when providing information on their 



Dictatorship of Failure

82

estimated incurred risk. Financial indicators such as the LIBOR are used to calculate 
both returns on personal mortgages and on investment and pension funds. LIBOR 
measures banks’ borrowing costs and is calculated on a daily basis, based on 
estimates provided by the largest 16 banks. All submissions are published, top 
and bottom ratings are excluded, and the index is calculated as the average of 
the remaining rates. Therefore, in times of crisis “all banks might be tempted to 
submit artificially low LIBOR estimates” (The Economist 14/04/2012). Barclays is 
under investigation over a scandal on rate fiddling during the peak of the 2008 
crisis, where it figures as the highest average submitter. Given that financial market 
stability is closely linked to ratings, it is unsurprising that the former chief executive 
of Barclays declared that rate manipulations followed a suggestion by the Bank of 
England that Barclays did not always need to appear as high as they had on LIBOR 
(The Economist, 07/07/2012). In other words, the rating mechanism enhances the 
loss of transparency and the blurring of the line between the private and the public 
spheres.

The reduction of information implied by the use of normalised indicators such as 
risk and of the increased reliance on intentions-conveying ratings, opened the way 
to moral hazard at the micro level, ultimately leading to a market failure at the macro 
level. Moral hazard is a “situation in which one person makes a decision about how 
much risk to take, while someone else bears the cost if things go badly” (Krugman 
2009). Moral hazard in this context occurs when there is asymmetric information 
on the amount or location of risk. In the case of the 2008 financial crisis, these 
variables were unknown to all the players so that moral hazard became a systemic 
problem. The creation of collateralised securities led to the practice known as 
“shadow banking” whereby credit is given with the purpose of distributing it rather 
than holding it until maturity (Andersen et al. 2011). The restructuring of loans into 
new securities allows banks to create new capital more rapidly, that is, before the 
original loans are serviced by borrowers. This in turn allows for higher leverage, 
that is, a higher ratio of credit to capital. The function of banks thus went from that 
of regulating the flow of credit to that of creating new credit (or debt). This practice 
is also known as originate-to-distribute (Gorton 2008), as the credit created leads 
to more trading, instead of being held by the issuer. New risk is diluted in a variety 
of products, reducing the risk of single investments but increasing the overall risk 
of the financial market. 

A similar interpretation is offered by the principal-agent argument. The principal-
agent problem describes a “potential conflict of interest between ‘principals’ whose 
resources are being deployed to some economic end and ‘agents’ who act on behalf 
of principals to carry out the deployment” (Marglin 2011, 14). The conflict of interest 
arises when the agent benefits from the number of transactions carried out and not 
from the outcome of those transactions. In the long run, financial intermediaries need 
to guarantee returns to their investors if they are to keep their clients, so that their 
interests should converge. At the micro level, financial agents responded ‘rationally’ 
to the new opportunities that arose, by exponentially increasing the number of 
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clients and financial products marketed. At the macro level, the loss of information 
deprived agents of the instruments needed to recombine diverging interests in the 
long term. Therefore, the principal-agent problem, or the systemic moral hazard 
created, are better explained as a change in descriptive domain at different time 
scales. According to Kalecki (1991), the economy operates in historical time, where 
investment decisions and actual investments do not occur simultaneously, causing 
imbalances in the economy. The “complexity” of the financial system (Minsky 1993) 
lies in its changing function at different scales of analysis at different points in time.

The trigger of the financial crisis can be traced to the collapse of Lehman 
Brothers. Due to the wide dissemination of subprime mortgages and of securities, 
the market was “awash with capital but short on liquidity” (Lapavitsas 2009, 121). 
In other words, financial institutions had built financial assets without having the 
money to repay obligations. Once the housing bubble burst, subprime loans could 
not be refinanced, a large amount of borrowers started systematically defaulting on 
their mortgages, and banks did not have the capital necessary to pay their debts. 
The lack of liquidity led to insolvency. Bear Sterns was the first bank to fail, and was 
bailed out by the US government. Fannie Mae and Freddie Mac followed suit and 
needed government support. With Lehman Brothers the situation changed, as the 
government did not rescue the bank. 

After failing to sell its assets, Lehman Brothers declared bankruptcy in 
September 2008. Lehman Brothers had re-hypothecated many of its clients’ assets 
to the point where it could no longer measure the level of risk associated with 
its financial products. In fact, after bankruptcy, many of these assets could not 
be returned (Aragon and Strahan 2011), and insolvency turned into liquidity loss. 
The bank had to service its debts with the little capital it actually owned, which in 
turn diminished liquidity even further. The collapse of Lehman Brothers turned the 
mortgage crisis in the US into a financial crisis that went global, as it affected the 
equity indexes of financial markets all over the world (Bartram and Bodnar 2009). 
Thanks to the high ratings the bank received from rating agencies, Lehman was 
a big swap counterparty in the interbank market, that is, a key player connected 
to many international institutions. In particular, Lehman had a liquid CDS (risk 
insurance derivative) with low probability of default that was selling cheap on the 
market. The default of Lehman triggered those payments guaranteed by CDS, 
leading to huge losses across the financial sector on a global scale. The effect was 
seen with the bankruptcy of the insurance company AIG almost immediately after 
Lehman. Insurance companies cover events that are assumed to have independent 
probabilities and are not prepared for generalised losses, such as those caused 
by natural catastrophes. In this sense, Lehman was like a natural disaster causing 
generalised default on all purchasers of its CDS and triggering losses over the 
whole financial market.

Kindleberger and Aliber (2005) explain financial crisis as cycles of manias, 
defined as the exponential increase in the supply of credit in the form of real estate, 
stock or currency bubbles, followed by panics, due to the bursting of the bubble. 
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“During economic expansions investors become increasingly optimistic and more 
eager to pursue profit opportunities that will pay off in the distant future while 
lenders become less risk-adverse” (Kindleberger and Aliber 2005, 12). Minksy 
(1992) distinguishes between hedge finance (when income flows are able to meet 
the financial obligations both of the principal (actual loan) and interest payments), 
speculative finance (when income flows are able to cover only interest payments 
and thus new debt has to be issued in order to meet payment commitments), 
and Ponzi finance (when income flows are not sufficient to fulfil either the 
principal or the interest payments). Financial crises are caused by a shift towards 
speculative and Ponzi finance, which results in increased risk. The proliferation of 
subprime mortgages first, and exotic financial derivatives and insurance premia 
successively, constituted the asset bubble. The inclusion of new borrowers led to 
the introduction of new levels of risk in the financial market, which was not matched 
by the introduction of a new regulatory framework to deal with the extra risk. The 
new financial products greatly contributed to the instability of financial markets, as 
risk was spread and redistributed to new players, new products and new markets. 
The increased instability can be attributed to the moral hazard implied by the new 
unregulated opportunities for investment and speculation. 

Due to the high integration of financial markets and the chain reaction caused 
by claims on CDS, it is argued that the crisis took off as a global financial crisis from 
the beginning (Kamin and Pounder DeMarco 2012). The devaluation of equities 
implied that more and more selling orders were filed, further lowering quotes for 
equities in a downward spiral. Once securities started losing value, purchasers 
rushed to sell them back to the financial market in order to minimise losses. The 
increase in sales further lowered the value of the assets traded. The result was a 
destruction of equity value of $29 trillion between September 2008 and February 
2009, equivalent to 50% of global GDP (Bartram and Bodnar 2009). Given that 
financial products are used mostly to finance other financial products, that is, the 
virtual value generated stays in the financial circuit and does not directly enter the 
real economy, this loss was not felt with the same magnitude in terms of GDP. 
Nonetheless, the loss of value did not only concern financial markets but also 
affected other industries, since financial assets are part of companies’ balance 
sheets. After the collapse of Lehman Brothers, international trade declined by 30% 
(Dooley and Hutchison 2009). The loss in equity value forced banks to recapitalise, 
that is, financial institutions started restraining credit and keeping capital in order 
to cover for the losses in asset value. The contraction of credit forced enterprises 
to cut back on output and employment (Lapavitsas 2009), leading to an economic 
slowdown worldwide. 

The high integration of financial markets and the distribution of risk to virtually 
all structured financial products explain why the crash of the subprime mortgage 
market triggered a worldwide financial crisis. The collapse of financial institutions 
considered “too big to fail” called for the intervention of governments, as lenders 
of last resort. This mechanism resulted in yet a third normalisation, where the 
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distinction between private and public debt was lost. “The crisis paralysed the 
financial system and progressively disrupted real accumulation. Central-bank 
intervention has been pervasive but not decisive, forcing governments to intervene 
to rescue banks and ameliorate the recession” (Lapavitsas 2009, 124). Four years 
later, the crisis turned into a sovereign debt crisis as systemic risk had been passed 
on to governments not prepared to support the bail out of such big institutions. 
Ireland in 2010, Portugal and Greece in 2011, have all received bailout packages 
from the European Central Bank and the International Monetary Fund as they had 
no access to bond markets because their spread was too high. 

Ratings played a central role during the crisis, as they were “the sole source 
of information for marking-to-market” (Gorton 2008, 58). Rating agencies base 
their evaluation of private and governmental institutions on interviews, published 
data, balance sheets and declared intentions. This mechanism strengthens the link 
between economic performance and politics. Once governments start acting as 
implicit loan guarantees in financial markets, confidence on state bond performance 
comes to depend more closely on political stability and the ability to carry out and 
implement long term plans. 

The need to maintain market confidence is not a new phenomenon. As a matter 
of fact, since the abolition of the gold standard, the value of national currencies 
has been determined by how economies are perceived internationally, rather 
than by the amount of trade going on (Douthwaite 2000). What distinguishes the 
current sovereign debt crisis is the fact that governments themselves do not have 
the means to measure nor locate their debt. Furthermore, within the European 
Monetary Union the value of the currency is established at the European level, 
and does not reflect the perceived trustworthiness of each individual country using 
it. Ratings in this context come to substitute the role previously held by national 
currencies. 

European economies were particularly vulnerable to the crisis, as the financial 
sector was an important contributor to GDP, accounting for 29.3% for the EU-27 in 
2010 (Eurostat 2012). Financial institutions considered “too big to fail” took on too 
much risk (Stigliz 2010) and had to be rescued by governments. McKinley (2011) 
argues that the government bailout of Bear Sterns, the first US bank to fail in 2007, 
led the market to believe that other institutions, including Lehman Brothers, would 
also be rescued if needed. Following the bailout logic, corporate CDS (private debt) 
was substituted by sovereign CDS (public debt). The normalisation mechanism 
made possible the interchangeable use of public and private debt. Investors turned 
to risk-free assets, such as solvent sovereign bonds. However, as the crisis took 
on a dimension that was too big for governments to guarantee, the very solvency 
of sovereign states started to be questioned. Ratings of governments were 
downgraded. The financial crisis developed into yet another dimension, turning 
into a sovereign debt crisis. 

The impact of the economic slowdown was especially felt in the European 
periphery, or what are known as the PIGS (Portugal, Ireland, and later Italy, Greece 
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and Spain). We argue that the economic crisis that PIGS are experiencing is 
aggravated by the single currency. The European Monetary Union (EMU) brought 
huge benefits to those countries that previously had to pay higher interest rates to 
borrow in the market (Issing 2011). EMU enabled member states to access cheap 
financing, thanks to the market’s confidence in the new currency, without solving 
the underlying imbalances or fiscal deficit problems. At the same time, EMU binds 
different economies to a single monetary policy, so that currency devaluation and 
other policies that were generally used to deal with current account or fiscal account 
deficits could no longer be used by individual countries. 

This situation can be described as the ‘open-economy trilemma’, that is, 
“countries cannot simultaneously maintain independent monetary policies, fixed 
exchange rates, and an open capital account” (Rodrik 2000, 180). The European 
Central Bank (ECB) regulates the currency, whereas fiscal policies are left to 
individual countries. “The fact that the peripheral euro zone countries could issue 
debt in their own currency appears to have allayed fears regarding currency 
mismatch problems as well as contagion effects; nevertheless, the consequences 
of the inability of the peripheral euro zone countries to exercise an independent 
monetary policy were ignored” (Katsimi and Moutos 2010). The boundaries imposed 
by the EMU aggravated the consequences of the loss of information caused by 
normalisation, depriving the PIGS of the means to deal with the crisis and forcing a 
shift of decision making to higher level players, that is the European Central Bank, 
the IMF and the European Union. As a consequence, the impact of the global 
financial crisis was distinctively different in Ireland and in the UK, for example. 
Whereas the UK responded with a loose monetary policy that led to a devaluation 
of the British pound, Ireland could not pursue an independent monetary policy and 
witnessed a sharp increase in sovereign debt and unemployment (Mushin 2010), 
eventually leading to an internal devaluation by means of prices and wages. 

Greece entered the EMU with a higher budget deficit than that posed by the 
Maastricht Treaty as the limit. Thanks to its imminent entrance into the Euro zone 
and the market’s consequent belief in the realignment of European economies 
through the monetary union, its government had access to cheap financing, and 
it temporarily eased its debt and was accepted into the EMU. The entrance into 
the monetary union allowed for a temporary alignment of the ratings of member 
states and normalised borrowing conditions. The blurring of information in favour 
of ratings on intentions and expected market stability undermined the capacity 
of the peripheral European economies to react to financial crises from the start. 
Greece’s economy was characterised by excessively large public spending and an 
almost exclusive reliance on the tourism sector as a source of revenue. It follows 
that government borrowing sustained economic growth, without an increased 
productive capacity and even without any adjustments in public spending. “In 
2009, Greece hit a budget deficit – the difference between state spending and tax 
receipts – equivalent to 15 per cent of GDP, bringing total government debt levels 
to €300 billion, the equivalent of 127 per cent of GDP” (Mullan 2011). The financial 
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crisis and the consequent crisis of confidence in financial instruments precipitated 
the country’s ability to borrow on financial markets and destroyed its means to 
repay its debt. 

Another example is given by the Spanish case. Spain witnessed a housing 
bubble similar to that of the US, and a similarly spectacular spike in house prices led 
to increased lending by banks, expecting high returns on investment. The liquidity 
need of banks led to increased loan securitisation (the second normalisation) as 
a way to raise more funds, resulting in an increased issuance of asset backed 
securities from 3 billion Euros in 2008 to 16 billion Euros in 2009 (Carbó-Valverde 
et al. 2012). Construction and real-estate loans accounted for 43% of GDP in 2009 
(IMF 2012). The financial crisis made it impossible for real estate companies to pay 
back their loans. Insolvent real estate agents thus had to give away unsold property 
to the banks, which were thus exposed to losses in real estate value themselves 
and started restraining credit. Additionally, Spain was particularly vulnerable to the 
contraction of credit caused by the crisis as a high share of investment was funded 
from abroad. Once the crisis started, this inflow of money stopped and aggravated 
the domestic recession. The dimension of the crisis forced the government to step 
in and rescue the “too big to fail” players, turning private debt into a sovereign 
debt crisis (the third normalisation) and coming to rely exclusively on ratings to 
overcome the complete loss of information. 

III. Multiple descriptive domains

Economics as a discipline is composed of two descriptive domains, microeconomics 
and macroeconomics. A descriptive domain is a particular description of the system 
determined by a specific “choice of mapping only a certain set of its qualities/
properties” (Giampietro 2002, 247). In other words, the numerical assessment 
used to describe a system reflects not only the characteristics of the system but 
also the goals and beliefs of the analyst, which explain the apparently arbitrary 
choice of mapping in a certain way only certain characteristics considered more 
relevant than others (Ibid). 

Microeconomics looks at the individual scale, and is concerned with end-
means utility maximisation with relation to consumers and profit maximisation 
with relation to firms in a context of modest scarcity (Gravelle and Rees 2004). 
The analyst believes that human behaviour can be described, and modelled, in 
terms of rationality. Microeconomics simulates the exercise of a psychologist, 
albeit with a very narrow understanding of cognitive processes (Kahneman and 
Tversky 1982): it describes human behaviour in terms of rationality and measures 
utility, risk aversion, and preferences. Macroeconomics deals with a different scale 
of analysis, looking at the national level, and is concerned with the “structure, 
performance and behaviour of the economy as a whole” (Snowdon and Vane 
2005, 1). Macroeconomics resembles more an accounting exercise, it tackles the 
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question of how to characterise and measure the size of the economy defined 
through various expected aggregate balances: trade balance, fiscal balance, 
equilibrium employment and so on. 

Macroeconomics measures the system as a whole and is concerned with 
aggregate output and employment, while microeconomics describes the workings 
of the sub-systems, that is, the individual consumer and firm through allocation, 
production and distribution. The two descriptive domains deal with non-equivalent 
scales, and need an analytical framework that can move across different 
scales and relate them to each other. Economic theory, however, does not deal 
with the change of scales and uses the same theory for both micro and macro 
analysis (Solow 2003). This inconsistency has been characterised as ‘theoretical 
schizophrenia’ (Greewald and Stiglitz 1987; Snowdon and Vane 2005). Keynes’s 
attempt to introduce a different descriptive domain for macroeconomics was 
successively reduced to the application of micro theory to macro analysis through 
the neoclassical synthesis of Keynes, resulting in the IS-LM model. “Keynesian 
macroeconomics and orthodox neoclassical microeconomics integrated about as 
well as oil and water” (Snowdon and Vane 2005, 21), precisely because they deal 
with non-equivalent descriptive domains.

Successive developments resulted in the New Classical approach, attempting 
to adapt macroeconomics to micro foundations, and New Keynesian theories, 
trying to adapt micro to macro economics. Both schools of thought neglect the 
issue of scale altogether by reducing the analysis to one dimension: micro for the 
New Classics and macro for the New Keynesians. 

The reductionism of the social to the aggregate of individuals fails to describe 
social relations, structures, power, conflicts and meanings (Fine 2002) and fails 
to acknowledge the incommensurability between the two descriptive domains. 
Condorcet and Arrow both contributed to showing the difficulties and theoretical 
challenges involved in modelling social behaviour as an aggregate of individuals. 
The Condorcet paradox demonstrates how collective decisions do not always 
result in consistent preference ordering (Munda 2005), so that at the societal level it 
makes more sense to talk about procedural rather than substantive rationality (see 
Simon 1978). Arrow’s impossibility theorem demonstrates that social preferences 
cannot be defined without violating transitivity or non-dictatorship and speaks 
of “a ‘democratic paralysis’, a failure to act due not to a desire for inaction but 
to an inability to agree on proper action” (Nath 1969, 136). Notwithstanding the 
impossibility of defining the social optimum, social welfare theory assumes that 
individual preferences determine the socially optimal allocation of resources 
through the market mechanism. 

Overlooking values and decisions taken at the individual level also fails to 
explain the emergence of properties at the social level (Prigogine 1986). Simon’s 
parable of the watchmakers offers a great example of how the different assembly 
procedures (at the micro level) adopted by two watchmakers produced watches 
of the same quality (at the macro level) but ultimately led one of the watchmakers 
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to go out of business (Simon 1962). Similarly, an analysis of the financial crisis 
at the macro level may overlook the effect of greed and corruption and of the 
disappearance of social values such as guilt and shame at the individual level in 
the name of profit maximisation, which supposedly translates into wealth creation 
for society as a whole.

The theoretical gap is difficult to overcome because micro and macroeconomics 
deal with different scales of analysis. Individual behaviour and social behaviour 
cannot be compared or measured using the same tools. Viewing the social as 
a system implies that the whole is more than the sum of its parts, that is, the 
interactions among the parts determine the properties of the whole (Simon 
1962). In the social context, the individual’s rationality is influenced by a variety 
of factors ranging from reciprocity, to reflexivity, solidarity, competition, and etc. 
(Polanyi 1957; Singer 2002). The problem of how to move across non-equivalent 
descriptive domains, when moving from the micro to the macro scale, is simply 
ignored by methodology. Basing macroeconomics on micro foundations results 
in an accounting exercise precisely because it does not recognise ‘society’ as a 
different concept from the sum of ‘individuals’ and proceeds to add up and balance 
aggregate savings and aggregate investments, imports and exports, government 
spending and taxes. The economy is treated like a black box: what happens inside 
the economy is irrelevant, so long as inputs come out as outputs at the other end of 
the line. Adapting microeconomics to macro theory, on the other hand, ignores the 
implications on a large scale of moral hazard and asymmetric information. 

The challenge consists in the impossibility of representing a complex object in 
simplified terms without losing relevant information (Giampietro et al. 2011). If we 
accept this point, the definition of what is to be considered relevant depends on the 
goal of the analysis. In other words, pre-existing value judgements determine the 
scope and goal of the analysis, which is thus subject-dependent. Different subjects 
will describe the observed system differently, gather different information and 
conduct different analyses according to their perspective. Therefore, the existence 
of a plurality of relevant narratives useful to describe reality reflects the existence 
of a plurality of legitimate perspectives found among social actors. 

The critical point is to decide who has the power to impose a set of useful 
narratives. The choice of a relevant narrative determines the useful perceptions 
to be taken into account when generating models or indicators. In the context of 
the global financial crisis, the dominant narrative has been that of maximisation of 
financial capital, which led to the financialisation of both private and public assets 
and to a monologic accounting of value. This hegemonic narrative is based on a 
reductionist representation of reality, based solely on risk indicators, which led to a 
drastic reduction of information and deprived financial actors of the means to deal 
with the crisis. 

An alternative interpretation can be drawn from hierarchy theory. A hierarchical 
system is a system composed of interrelated subsystems, which interact in a non 
simple way (Simon 1962). The economic system can be understood as a hierarchical 
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system, composed of the macroeconomic system and its interrelated subsystems 
at the micro level: economic agents, firms, banks, insurance companies, etc (Figure 
1). The individual and firm sub-systems exchange labour and wages, and they 
interact with the whole economic system through demand and supply (flows of 
goods and services) and savings and investments (monetary flows). The economy 
also relates to the international financial market through monetary flows. 

Figure 1. The economy as a hierarchical system

Within the narrative of economic analysis, the crisis can be analysed at two 
levels. At the micro level banks (this terms is loosely used to refer to financial 
institutions in general) started lending money to risky borrowers. If the borrower 
does not repay her/his loan, the bank loses money. As a protection against default 
risk, banks charge interest on loans, so that the overhead they gain through those 
borrowers that honour their debt covers the money lost through the borrowers who 
default. At the same time, the bank borrows from investors in order to finance its 
loans. Investors gain a share of the interest earned on loans, which depends on 
the length of the contract and the risk involved. Higher interest is paid on riskier 
assets. The investor may lose on a high risk operation. Through this mechanism 
a higher default risk is passed on to the investor. The bank acts as a rational profit 
maximising agent.

Normalisation deprives the banking system of the information needed to set 
interest rates against estimated risk and it can no longer act as a rational agent. 
The main problem is that normalisation implies reductionism and does not deal 
with multiple scales. Both moral hazard and the principal-agent problem arise as 
the result of asymmetric information, which in turn affects the ability of the agent to 
act “rationally” at different scales of analysis. Diluting risk may be a rational choice 
at the individual level (from the point of view of the financial agent) but it causes 
widespread instability at the market level (from the point of view of the financial 
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sector). Once information loss becomes a systemic problem, the size and location 
of risk and uncertainty are unknown to all agents and individual rationality does not 
suffice to stir the market. 

At the macro level, the banking system stabilises monetary flows. Banks lend 
money to firms and collect savings from capital owners, investors and the labour 
force. At equilibrium, aggregate savings equal aggregate investments. Different 
economic theories disagree on the direction of causality between aggregate 
savings and aggregate investments. In neoclassical economics, the banking 
system lends what they have as assets, so that savings determine investments. 
According to Keynes, investments finance productive activities and thus generate 
jobs, so that investments determine savings (Verdon 1994). Either way, banks serve 
as regulators of the flow of money channelling funds from savings to investors. 
Financialisation (i.e. the conversion of all sorts of funds to financial assets) is a way 
to boost investment artificially, independently from assets, by treating mortgages, 
salaries, pension funds, and insurance premia as savings. Investments no longer 
serve to boost productive activity but are re-injected into the financial system 
through the ascending passage from MBS to CDO to CDS illustrated above. In 
engaging in financialisation, the bank stops acting as a stabiliser of economic 
flows, starts fuelling an upward spiral of virtual accumulation aimed at self-inflation 
and the system goes bust. 

The changing function of the financial sector at different levels of analysis can 
be explained through the concept of ‘holon’ (Koestler 1969). “A holon is a whole 
made of smaller parts (e.g. a human being is made up of organs, tissues, cells, 
atoms) and at the same time it is a part of a larger whole (an individual human being 
is part of a household, a community, a country, the global economy)” (Giampietro 
2002, 251). Therefore, the descriptive domain used to describe a holon has to be 
adjusted – in terms of pre-analytical choice of space and time domain – according 
to the function of the holon we want to study. When observed at different scales, 
the same system can be perceived as interacting with its context in different 
ways under different identities (Giampietro et al. 2006). At the micro level, banks 
act as profit maximising economic agents, whereas at the macro level financial 
intermediaries plays a role in stabilizing the flow of capital. The function of financial 
institutions changes depending on the scale of analysis adopted. Therefore, the 
stability of the financial sector cannot be left to the (supposedly self-regulating) 
interactions of financial agents at the individual scale. The economic narrative and 
models used to describe the crisis (looking for a single identity of the system) fail 
to capture the different functions that the financial sector plays at different scales. 

The fallacy of dealing with non-equivalent descriptive domains helps explain 
why economists cannot agree on what caused the financial crisis (Lo 2012). Debt 
was introduced into the economy at the micro level, as individual mortgages, as 
individual securities, as individual insurance claims. At a larger scale, the system 
is infected with different types of debt referring to different economic activities 
controlled by different economic agents, but the characteristics and location of this 
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debt is now unknown. There is no control over what happened inside the black 
box. The blurring of different scales of analysis is a consequence of a series of 
normalisations that deprived the economic narrative of the means to generate a 
meaningful representation of the financial crisis.

The acknowledgement of the existence of different hierarchical scales within the 
economic system sheds light on the emerging properties (instability) of the system 
as a whole in relation to the interactions among its parts (blurring of information 
and dispersion of risk). Minsky’s financial instability hypothesis hinges precisely 
on the fallacy of composition at the macro level of risky choices at the micro level 
(1993). Instability in the system derives from the fact that money is endogenous, 
that is, it is created “as a result of meeting the ‘needs of trade’. When firms wish to 
invest they call upon the banks to borrow the required funds, and in the process 
money is created” (Arestis 1996, 22). The interaction between scales can be 
described through a transmission mechanism that has as its basis the narrative of 
capital accumulation as the “common good” to be achieved, which translates in the 
legitimating of values such as greed and practices such as shadow-banking at the 
individual level. Economic growth has gone from being a means, providing society 
with better living standards, to an end in itself. Within this discourse, a growing 
economy becomes the “goal to which human labour and lifestyles must adapt” 
(Porter et al. 1980, 17) and rent-seeking behaviours come to be seen as rational 
and socially acceptable. Unregulated banking practices created a wide range of 
financial derivatives that distributed risk to the financial market as a whole while 
destroying information. As a consequence, at the macro level the system becomes 
unstable. The transmission mechanism across different scales is represented by 
figure 2. 

Figure 2. Transmission mechanism  (Adapted from Bunge 2000)
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IV. The crisis of the economic narrative

The irreducible uncertainty that characterises modern economies created a new 
language, which conveys intentions rather than accurate information. The new 
language is that of insurance risk, of bond spreads, of differentials between declared 
intentions to borrow and to lend. The concept of risk has become prominent in 
public discourse (Lapavitsas 2009). The spread, for example, is a measure of the 
difference between a bank’s, or a government’s, borrowing costs and interest rate 
on lending, the latter being set so as to cover the estimated default risk of borrowing. 
As risk increases, so does the spread in order to gather enough capital through 
interest rates to cover higher borrowing costs. Interestingly, the technical language 
of investment banking has been adopted by the mass media. Italian, Portuguese 
and Spanish newspapers started using the term “spread”, in English, in order to 
evaluate the performance of the government vis-a-vis the market. However, no 
definition of spread is presented. It is simply assumed that the layman understands 
the language of finance, or else that the media just pass the parcel on, without 
unwrapping it for the readers in an attempt to explain the inexplicable. 

The emerging technocratic discourse is based on two underlying assumptions: 
that the country’s interests coincide with the interests of big financial corporations, 
the “too big to fail” players, and the assumption that technocrats are apolitical agents, 
pursuing the common good. The experts, in this case represented by the financial 
sector, no longer respond to socially defined goals. Economic growth is assumed 
to be valid independently from the social context. Technocratic governments are 
representative of this tendency, and are portrayed as neutral caretakers taking the 
role of the elected governments while politicians reach a settlement. Brown (2009) 
talks of monologic accounting, defined as a situation where pre-given values 
centred on the need of finance capital are assumed to benefit everyone, regardless 
of their political standpoint. Funtowicz and Ravetz (1991) explain this process as a 
hegemonisation of narratives. The privileged position of technicians comes from 
the conception of science as a uniquely privileged vehicle to truth (Demeritt 2001), 
or, like Icarus’s wings, capable of carrying society in a sphere that is “free from 
chance, prejudice, and arbitrariness” (Ezrahi 1990, 3). Expert knowledge is seen 
as a depoliticised, neutral tool, which is divorced from social reasons and reads as 
a ‘view from nowhere’ (Brown 2009).

The formalisation and mathematisation of economics, and of financial economics 
in particular, “as manifested in the transition from political economy to economics, 
[has led] to an almost brand-new scientific body totally detached from its historical 
and social setting” (Fine and Milonakis 2011, 11). The rise of technicians is evident 
in the tendency of the financial sector to hire physics and mathematics graduates 
(Ibid). Fine and Milonakis (2011) argue that, as a result, economics is “useless but 
true”, that is, mathematically valid but void of any practical relevance. 

The subordination of real to fictitious capital (Fine and Milonakis 2011) 
has increased capitalisation, reduced liquidity and transformed all sources of  
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revenue – from salaries, to pensions, insurance funds, and so on – into financial 
products. That is, purchasing power went from being based on income to being 
guaranteed by investment banks based on expected future income. This process 
has come to be known as financialisation (Lapavitsas 2009; Fine and Milonakis 
2011). The consequence was a drastic drop in personal savings in the 2000s 
(Lapavitsas 2009). By turning all sorts of capital, real and fictitious, into financial 
products, the fact that banks were lending money they did not have and borrowing 
capital they could not pay back went unnoticed. The reductionism of finance proved 
extremely useful for this disguise. 

The use of mono-scale and mono-dimensional models ties the analysis to 
a static description. A model can be thought of as the formalisation of a given 
perception of the observer (Rosen 1985). The analyst defines which variables are 
relevant to the model (how to encode relevant attributes of the observed system) 
according to her/his pre-analytical understanding of causality. Technical knowledge 
also requires pre-analytical choices over the definition of relevance (what should 
be observed and how) that are normative in nature and undermine its supposed 
neutrality. Semantic choices define the direction of causality and the categories 
used to build the model (Giampietro 2002). The argument over the direction of 
causality between investments and savings is precisely a result of the clash between 
different narratives using semantically closed categories. The models used are 
unable to explain investments as independent from savings, and to recognise them 
as a tool used to inflate national accounts.

V. Conclusion

We have argued that the crisis spread because of a distribution of risk from 
individual assets to the whole financial system, due to the decomposition and 
restructuring of debt into a variety of financial products. The financial crisis affected 
the real economy due to the vanishing distinction between assets and debts first, 
enabled by securitisation; and between private and public debt secondly, due to the 
increasing overlap between political and financial interests. “The crisis paralysed 
the financial system and progressively disrupted real accumulation” (Lapavitsas 
2009). The scattering of risk to the whole of the financial market set the basis for 
the rapid contagion of the crisis to markets on a global scale and ultimately required 
government intervention to restore confidence in the market itself. 

The persistence of the European sovereign debt crisis and the lack of confidence 
in financial markets go beyond the problem of risk management. It questions the 
legitimacy of technicians and experts to guide decision making in the presence of 
uncertainty. Normal science is “predicated on the assumption that the scientific 
community knows what the world is like” (Kuhn 1962, 5). However, as the financial 
crisis clearly demonstrates, the use of numerical ratings and indicators “creates an 
illusion of a degree of precision that in many cases is not supported by the input 
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data” (VDI 2000, 29). Irreducible uncertainty means that experts cannot know how 
to manage and steer the crisis. 

Hierarchy theory offers some insights that can help us move beyond the 
reductionist paradigm. In particular, this paper uses the concept of holon to stress 
the importance of considering multiple scales in the analysis of economic systems 
and the changing function of financial intermediaries across scales. Such analysis 
highlights the emergence of a systemic instability at the macro level caused by the 
rational response of banks to the opportunities for speculation offered by exotic 
financial derivatives at the micro level. That is, the interactions between the parts 
(i.e. the reduction of risk by distributing it to various financial products) led to a 
non-linear transmission of risk and loss of information that ultimately deprived the 
system as a whole of the means to solve the crisis. 

In the context of irreducible uncertainty and in the presence of a plurality 
of different legitimate values (Funtowicz and Ravetz 1991, 1993), technical 
knowledge cannot supply an objective, or ‘correct’, solution to the problem, as 
in a puzzle-solving exercise (Kuhn 1962). The goal of the analysis becomes that 
of guaranteeing the quality of the process instead of the quest for truth. Quality 
stems from the “effectiveness, in light of human cognitive powers and limitations, 
of the procedures used to choose actions” under uncertainty (Simon 1978, 9, 
original italics). In other words, acknowledging the incommensurability of non-
equivalent descriptive domains shifts the source of legitimacy from the most 
performing narrative (Lyotard 1979) to a plurality of narratives capable of dealing 
with complexity. The failure of the conceptual instruments used by the economic 
paradigm, especially normalised risk indicators, suggests that there is a need for 
quality control of quantitative indicators to be used for governance by opening the 
debate to new narratives and analytical tools.
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This paper reviews distinct critical writings on the current global economic crisis in 
order to suggest that the crisis represents a distinctly new form of actor-network 
capitalism, originating in the hybrid financial innovations since the 1970s, the 
explosive growth in cyber-space potential during the 1990s and the subsuming of 
the State by finance that accompanied these two processes. The paper proposes 
the evolution of what is referred to as ultracapital (capital beyond capital) from 
within the global financial services sector, as a relational space in which to examine 
actants, networks and processes. Hybrid cyber-, juridical and socio-political spaces 
are considered in outline alongside the increasingly sophisticated development of 
new financial services instruments driven by IT innovation toward the fundamental 
detachment of value from price. These considerations suggest that many of the 
partial views on the economic crisis within the disciplines of geography, economics 
and politics need to be re-thought using cross-disciplinary, holistic analyses that 
utilize relational and actor-network theorization. Finally, the paper suggests that 
global economic events since 2007 are not just another episode in a series of 
crises which are endemic to capitalism, but a transitional phase towards an entirely 
different capitalist topology. 

I. Introduction

Each new phase of the global economic crisis that began in 2007 has revealed 
increasingly complex minutiae about the geography of global financial services 
connectivity, the role that interconnectivity plays in the production and re-production 
of capital and indeed about the nature of capital itself. Successive events have 
made startling revelations, not just about the immensely complex relational 
spaces of 21st century globalizing capitalism, but how capital is evolving. Many 
interpretations of the crisis (hereinafter GEC) however, whether Marxian or coming 
from a more neoclassical orthodoxy (see Harvey 2010; Wallerstein 2009; DeLong 
2009 for examples), show a remarkable consistency of approach in perceiving the 
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crisis (even though from very different political economy perspectives) as obeying 
certain pre-ordained rules of capitalism.

The GEC to date therefore has been continuously explicated within a determinate 
capitalism; the various academic disciplines that have examined aspects of the 
events since 2007 set up critiques which on the whole are functionalist (critiques 
of regulation and budgetary control, complex derivatives, effective capital ratios, 
changes in or new laws, differential power structures in democracy, effects of capital 
flows), institutionalist (the role of the banks, governments, ECB) or a mixture. This 
paper proposes that there is an alternative translation of the critical development 
of globalizing capitalism through actor-networks since the end of the last World 
War in particular, for which those events described by official discourses regard as 
crises are really no more than punctuation. Through the proposal of an analytical 
vehicle referred to as ultracapital, it is suggested that the real crises in globalizing 
capitalism from the end of the 20th century lie in the evolutionary spaces and flows 
of capitalism as a complex system and that these are crises constituted by the 
interstitial contractions and expansions of capitalism as a complex bionic system, 
for which actor-network theory can provide some useful revelations.

Speculation about a post-capitalist society is nothing new, from Castells’ 
network society (2000) to Netocracy (Bard & Söderqvist 2002) and Suarez-Villa’s 
Technocapitalism (2009; 2012). The suggestion of ultracapital takes a different 
approach to this growing body of conceptualization by focusing on changes in 
the meaning, measurement and use of capital itself, by looking at capitalism as a 
complex evolving actor-network system and through understanding capital as an 
expression of power (re Bichler & Nitzan 2012). Outside speculative analyses of 
the future of capitalism or post-capitalism, furthermore, there has been a tendency 
in both official and academic writings on the set of events since 2007 to take them 
at face value as ‘crises’, without looking beyond at their systemic, evolutionary 
implications. Where evolutionary processes are mentioned, they are rarely 
perceived as having dynamic complexity of their own and the role of cyberspace 
in particular is frequently merely functional, acting as a conduit for capital or as 
the origin of different forms of capital which nonetheless conform to pre-existing 
rules of capital production. The truly global scale of state bail-out packages and 
economic downturns, the threat to the dollar and the European monetary system, 
the collapse of property and housing bubbles around the world and massive losses 
in productivity and employment notwithstanding, “there is, therefore, nothing 
unprecedented, apart from its size and scope, about the current collapse” (Harvey 
2010, 10). 

Opposing views on the nature of capitalism are rooted in their different 
suppositions as to the essence of capital itself – in the case of Marxists and neo-
Marxists that capital is determined by some understanding of the value of labour 
and labour time, and in the case of the neoclassical school that capital is related 
to its’ utility, or ‘utils’, through the satisfaction of which profit is related to a social 
return on capital. There is however a critical school of thought on the nature of 
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capital, beginning with Marx himself (1887, 947–8), in which (Shaikh 1990, 73) 
‘capital is not a thing, but rather a definite set of social relations’. In particular, in 
detaching capital from abstract concepts such as utility and labour value which are 
in any event impossible to quantify, it becomes possible to understand capital as 
the ‘symbolic quantification of power’ (Bichler and Nitzan 2012, 65). Following this 
school of thought, this paper proposes a different analytical path to evaluate the 
GEC.

This paper seeks to explore the liminal boundaries between these different 
schools of thought on the GEC and the relevance of this set of events and processes 
to triangulating power, capital and spatio-temporal tension, to explore spaces of 
commonality and dissonance and what may lie beyond. It is proposed that the 
GEC has revealed fundamental changes, not just in the spatiality of global financial 
services interrelationships and flows of finance but in the nature of capital itself, 
involving new forms of network capitalization enabled by the interaction between the 
limitless relational space provided by information and communications technologies 
(ICT) on the one hand, and the capitalization of turbulence and flow empowered by 
temporal micro-distanciation on the other. In the former case, a carbon bond can 
be given a price unrelated to the location, ownership, use or value of atmospheric 
carbon and be securitized into a pool of similar bonds using proprietary algorithmic 
programmes to create a further income stream with no relationship at all to 
the ability to possess carbon; in the latter case, one minute of High Frequency 
Trading (HFT) through ICT-dependent programmes and exchanges can generate 
substantial profits through taking advantage of turbulence too fast to be monitored 
by humans, turbulence generated substantially by other HFT trading programmes 
and related only to share movement, not prices, values or commodities.  

These new forms of capital, referred to as ultracapital, are highly reflective of 
the power geometry and the networks that shape them – they are privileged and 
exclusionary forms of capital, from the ways in which innovative financial services 
technologies have blended into relational spaces created by their connections to 
political, social and cultural networks and processes, ‘a ‘defining’ element that 
has added a whole new realm to the logic of capital accumulation and expansion 
(Hassan 2011, 394).’ Such relational spaces include the globally important ‘dark 
pools’, anonymous, officially unregulated and highly-exclusionary trading platforms 
in which the identities of buyers and sellers are unknown to each other and which 
depend on sophisticated ‘toxicity measurement framework’1 programmes to 
analyse trading patterns in order to function. 

In challenging an emerging array of partial analyses of the GEC, the paper 
begins with a discussion on the nature of capital and its relationship to power 
and space. It briefly reviews some of the critical processes in the evolution of the 
global financial services sector, outlining the part they played in developing the 

1 See for example Dark pool trading in Asia increases – as does regulatory interest. Asia Risk, 8 
June 2012.
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characteristics of ultracapital discussed above and the value of actor-network theory 
in illuminating the analysis. The succeeding sections deal in turn with overlapping, 
critical areas of support towards the development of ultracapital; the development 
of the ‘shadow banking’ meme, the use of IT innovation to develop radically new 
cyber-spaces for the development of new kinds of capital and the development of 
offshore financial centres from ‘mere’ money-laundering regimes into cyber-portals 
for the further development and legitimation of new hybrid forms of capital; and 
lastly the processes of imagining capital that is immeasurable, producing value that 
is at once overwhelming and meaningless. The concluding section draws these 
threads together in a speculative segment focused on future possibilities.

II. Considering Capital, Space and Power

A concept at the core of how 21st century humanity perceives itself, capital has 
been problematic since Marx first gave it a fluid, uncertain place at the centre of 
his theoretical framework as an “historically specific form of social relations” (1981, 
953). Efforts to relate capital to specific quantifications of utility or labour in an 
attempt to value it in a measurable fashion fail because value is nothing more than 
“a social relation in relational time-space” (Harvey 2006, xx) – complex derivatives 
exemplify this quandary, valued as they are through social relations of circulation: 

It is therefore impossible for capital to be produced by circulation, and it is equally 
impossible for it to originate apart from circulation. It must have its origin both in 
circulation and yet not in circulation (Marx 1887, 163). 

But problems of definition, origin and consequent quantification themselves 
derive from essentially ideological efforts to theorize the value of capital by 
‘embodying a notion of capital as a “factor of production” cast in a “production 
function”’ (Harper & Endres 2010, 30); they have been efforts to fix an essential 
understanding of capital to determinate visions of capitalism with the aim of 
establishing a capitalist nomos, a social construct derived from some primordial 
capitalism for the purposes of establishing fundamental laws. 

Events since 2007 however have shown that capitalism is a fluctuating 
dependence on speed and mobility bounded by space and time (Hassan 2011, 
388) which brings into play fluid, changeable understandings of space itself, to set 
alongside those of capital. Harvey (2001) famously articulated the importance of 
the ‘spatial fix’ by which capital continually creates, destroys and reproduces new 
spaces to drive accumulation (as one instance) and yet underpinned this fix with 
a restricted view of its core ‘geographical expansion’ based on physical forms of 
capital that fail to recognise cyberspace as a dominant and increasingly important 
area of the geography of capital. Other writers (Choonera 2009; Hassan 2011) 
see financial cyberspace as the newest form of the spatial fix itself, providing 
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limitless space and mobility for the development of what this analysis describes as 
ultracapital.

Cyber-space since the mid-1990s has become far more than just an agent 
of change, a vehicle for other economic sectors or a multi-scalar conduit for the 
passage of goods and services (see Harvey 2010, 190). Its dynamic agency has 
rapidly forced the reconstruction of old geographical space whilst creating radically 
new info-spaces, themselves agents involved in reconfiguring the meaning of 
capital (Graham 2002). Capital mobility has been speeded up and through the 
potential for accumulation in HFT (‘flash-trading’) and proprietary algorithmic 
trading programmes keyed into share movements (the temporal micro-distanciation 
mentioned in the introduction) a share-price movement can be converted by 
anonymised proprietary algorithmic trading programs moving through unregulated 
and secretive dark pools to make substantial profits; at the same time exclusionary, 
restricted cyber-spaces increase profitability through secrecy from tax jurisdictions, 
anonymity and asymmetric information (Iwaisako 2010, 348).

The movement of capital into dark pools (electronic trading platforms in which 
liquidity that is inaccessible to the public is traded anonymously) since 2007 has 
intensified, unaffected by the GEC. By the end of 2006 in the US, dark pools had 
obtained a 10% market share in equity trading (Degryse, van Achter & Wuyts 2008, 
4); by May 2009 the market share of the single largest equity-trading venue, the 
NASDAQ exchange, had fallen to 20% whereas the market share of dark pools had 
risen to 24% (Brown, 2009). Irrespective of the GEC therefore, the concentration 
of capital in unregulated exchanges increased substantially. In the EU in 2010 
for instance, whereas 49% of equities, 5% of fixed-income securities and 20% 
of derivatives were traded in regulated markets, the figures for OTC trades and 
dark pools were 41%, 89% and 80% respectively. In addition, the proliferation of 
automatic trading programmes means that in official and unofficial exchanges 
alike, an estimated 73% of the total trading volume on U.S. stock markets (Dodd 
2010, 27) is now dominated by High-Frequency Trading.

These ‘cyber-spatial fixes’ would be unsustainable, however, without the 
supporting network of legal, juridical and political power structures that accompanied 
the transformation and growth of this massive flow of hybrid types of capital. When 
(for instance) complex, hybrid financial derivative products began to emerge in the 
1970s they represented one precursor on a complex evolutionary path defined by 
the relationship between the political sector, the financial sector, the legal system 
and academia. Derivatives were nothing new – but they were greatly empowered 
as forms of capital both by the new spaces and forms of complexity enabled by 
the ICT revolution and by the increasing intimacy of their socio-political support 
networks. This evolutionary path and the new spaces and flows of global capital to 
which it gave rise have not been just the product of new financial technologies and 
geopolitical circumstance, therefore. New financial technologies (see Anderloni, 
Llewellyn & Schmidt 2009 for analyses of some new types) have certainly 
accelerated the development of this form of ultracapital, but it also constitutes a 
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coalescence of new, hybrid forms of economic, social and political capital, feeding 
on “turbulence engendered by connectedness”, producing and reproducing “the 
universal transmutability of fluctuation” (Cooper 2010, 179).

Components of ultracapital have therefore been increasingly operationalized 
through fluctuation and turbulence and the removal of spatio-temporal limitations 
permitted by ICT, through the highly complex socio-political relational spaces that 
have developed symbiotically within the financial services sector and through the 
reworking of existing geo-political divisions. Offshore financial centres (OFCs) for 
example that are strategically linked to formal financial centres such as London 
and New York have evolved from small post-colonial offshore banking centres to 
critical portals for the cyber-conversion of capital, another key process. OFCs have 
developed substantial sophistication in both function and type as the needs of 
global capital have expanded; different OFCs form different niche functions for 
the global financial sectors (Lane & Milesi-Ferretti 2010). Bermuda for instance is 
an important location for insurance flows of various kinds, whereas the Cayman 
Islands are pivotal in the structuring and organization of the hedge fund industry. 

Furthermore, the functions undertaken in OFCs are increasingly dominated 
by intra-firm networks of multi-national financial services providers - nominally 
independent national jurisdictions have been absorbed into intra-firm financial 
services provision mechanisms. Increasingly, these networks have also been used 
for the production and mobility of sophisticated structured investment vehicles 
(SIVs) and special purpose vehicles (SPVs), financial services entities whose 
purpose is invisibility, mobility and the concealment of ownership, particularly during 
the securitization boom of 2003–2007. Such entities increased the possibilities 
inherent in the cyber-space available for the invention of capital, whilst at the same 
time these ‘unmanned’ vehicles constitute ultra-capital actants: “the SPV is robotic 
in the sense that no one works there and there is no physical location for the SPV” 
(Gorton 2009, 24). 

As a consequence of their increasing specialization OFCs and their absorption 
into politico-financial networks, they play a vital role globally in helping to speed up 
the flow of capital so that mobility and connectivity themselves can be employed as 
new forms of capital (Cooper 2010). Through these cyber-portals capital becomes 
the location for investment across multiple spatial and temporal scales – self-
propagating capital which can only exist through the development and systemic 
incorporation of new forms of cyber-space:

The real abstraction of contemporary capitalist relations is not dialectic in nature (if it 
ever was) but rather topological. Its world is one of absolute spacetime compression, 
in which metric distances are abolished in favour of sensitivities at a distance and 
collapsible horizons (Cooper 2010, 179).

Substantial quantities of the ‘capital’ thus used is involved in round-tripping, 
for instance, the manipulation of capital by large corporations to constantly alter 
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revenue bases and earnings benchmarks to present different fiscal and tax profiles 
according to need, another illusion helping to render firm accounts mere chimaeras. 

Turning from cyber-space, transnational corporate actants are rapidly developing 
ways to capitalize aspects of their internal social space through innovative financial 
models used to turn intangible assets into capital assets – the economy of the 
United States “is now largely driven by intangible assets” (Jarboe & Furrow 2008, 
v). What constitutes an intangible asset is virtually limitless: “worker skills and 
know-how, innovative work organizations, business methods, brands”, for instance, 
but at the more esoteric level companies are developing new tools to capitalize 
“collective corporate knowledge, individual employee skills… organizational culture” 
and ‘uncodified human and organizational capital.’ Intangible assets are blandly 
described as “a claim to future benefits that does not have physical or financial (a 
stock or a bond) embodiment” (Lev 2001, 5), or “non-physical sources of expected 
benefits” (Zambon et al. 2003, 18), but what is effectively implied is an a priori title of 
ownership over internal ways of thinking, knowing and doing that asserts ownership 
over all possible future uses – a blanket claim to any commercialized processes, 
structures and activities derived from the capitalization (or cannibalization) of all 
internal corporate space, operationalized globally.

At the same time that corporations seek to capitalize all of their own internal 
spaces and processes, they increasingly seek to internalize bio-space for the 
purposes of capitalization. Currently, at the microscopic end of the scale, short-
sequence (15mer-length animal patents) gene patents cover the whole of the 
human genome and, if all such patent claims are allowed, “one company owns 
the rights to 84 per cent of all human genes for a patent they received for cow 
breeding (Rosenfeld & Mason 2013, 1).” At the systemic end of the scale the world’s 
ecosystems are being converted into capital assets (Daily et al. 2000, 395) through 
their semantic translation into ecosystem providers; in the Corporate Ecosystem 
Services Review (Hanson et al. 2012), a coral reef is an erosion control/regulation 
service provider, an earthworm is a soil quality maintenance service provider and 
algae are primary production support service providers. Thus, at the same time 
that the juxtaposition of unlimited space for capitalization and temporal micro-
distanciation “have allowed the financial order to achieve a degree of autonomy from 
“real production” unmatched in the annals of modern political economy (Comaroff 
& Comaroff 2002, 784)”, what is referred to as the information, intangibles, and 
innovation (I3 or I³) economy (Jarboe & Furrow 2008) remorselessly colonizes all 
biological space.

The opening up of relational spaces by the ICT revolution, the complex networks 
that inhabit them and the increasingly different forms of capital they engender 
have shattered the limitations of pre-derivative, pre-cyberspace financial services 
technology. In terms of process, ultracapital builds on Bourdieu’s (1983) take on 
social capital as being an analysis of the ways in which power, privilege and capital 
are structured, produced and reproduced; in this case, through the ability to mediate 
power and privilege through exclusionary cyberspace ultracapital is becoming the 
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privileged meta-capital controlling economic, political, social and cultural capital; in 
so controlling the subordinate forms it renders them interchangeable. Nonetheless, 
this is a conceptual step too far in the view of writers who insist that ultimately all 
forms of financialization are related to fixed, tangible capital:

Suffice it to remark that the much vaunted hypermobility of finance and fictitious capital 
exists in a dialectical relation with, among other things, fixed capital investments of both 
the mobile and immobile sort. (Harvey 2001, 28)

Other writers insist that what generates such expectations are ‘social entities, 
processes, organizations and institutions (Nitzan & Bichler 2009, 158).’ Accordingly: 
“We have reached an historical point at which specific identities, or ways of being, 
including ways of knowing and representing, become the most valuable commodity 
forms” (Graham 2001, 232). Graham’s concept of hypercapitalism (1999; 2000) 
also side-steps the structuralisms of Marxism proper and economic functionalism 
to re-consider the concept of value itself and its relations to capital. Such writing 
addresses the ways in which capitalism is moving up to an evolutionarily higher 
stage and that in order to gain a deeper, broader understanding it is necessary to 
use the GEC to re-visit the assertion that capital “is not a thing”, to understand the 
nature and type of changes in capital deriving from different, specific and more 
intensely interconnected forms of social relations (Graham 2002, 227) and in doing 
so to challenge the meanings of trust and of value itself (Bryan & Rafferty 2007). 

III. Ultra-capital Actor-Networks and the ‘Shadow’ meme

A widespread and rapidly-developing meme of the GEC has been the concept of 
‘shadow banks’ and a ‘shadow banking’ system (see Turner 2009; Harvey 2010; 
Bernanke 2010 for examples); shadow banking has become a core concept in the 
mythic language of the GEC, proposing the dialectic of a traditional, transparent 
and regulated financial services sector and an unregulated, opaque counterpart 
invested in new and risky forms of finance. Most official/academic usage of 
shadow banking avoids definition and tends to repeat the term as if dealing with 
an accepted usage - where definition is attempted, the problem of use immediately 
becomes apparent. Shadow banking constitutes variously: “financial entities other 
than regulated depository institutions (commercial banks, thrifts, and credit unions) 
that serve as intermediaries to channel savings into investment (Bernanke 2010)”; 
“bank-like financial activities that are conducted outside the traditional commercial 
banking system, many of which are unregulated or lightly regulated (FCIC 2010, 
4)”; “non-banking institutions that include (among others) hedge funds, money 
market funds, pension funds, insurance companies and to some extent the large 
custodians such as BoNY and State Street” (Singh & Aitken 2010, 6).
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This concept of an ill-defined, unregulated and (prior to 2007) unrecognised 
region of the financial services sector allegedly became the principal agent of 
blame for global losses estimated by April 2010 at some $2.2–2.3 trillion (IMF 
2010). Included in the discursive take on shadow banking are a number of implicit 
and explicit assumptions, the critical ones being that it was possible to make a 
clear distinction between traditional and shadow banking; that the traditional sector 
was regulated, whereas the shadow sector was unregulated; that the activities of 
the unregulated ‘unsafe’ shadow sector caused the crisis, not the regulated, ‘safe’ 
activities of the traditional sector and that the traditional sector was backstopped by 
regulatory authorities and the shadow sector was not backstopped. 

Examining the record of financial services development since 1970 and that of 
events from 2007 onwards however shows that these assumptions are unjustifiable. 
In terms of any distinction between a safe traditional sector and an unsafe shadow 
sector to begin with, US Federal Deposit Insurance Corporation (FDIC) records 
demonstrate how the first mortgage-backed securities were a creation of agencies 
of the US government and that from the earliest securities innovations during the 
1970s, commercial (i.e. FDIC-insured, federally-backstopped) banks: 

Assumed leading roles in providing some of the newer types of financial services 
products, such as credit card securitizations and mortgage banking services….. banks 
remain integral not only in terms of funding these loans but also as active participants 
in the newer types of financial market activities (FDIC 2004). 

The ‘shadow’ activities de facto evolved and were inseparable from the ‘traditional’ 
in a co-constitutive environment. By the 1990s certainly the increasingly intense 
interrelationships of banking activities globally meant that any distinction between 
them had disappeared (Iwaisako 2010, 348) and that they had become inextricably 
linked (Farhi & Cintra 2009). Analysis dealing with shadow banks is therefore 
frequently forced to confront its’ function as a simulacrum: “Their omnipresence–
through arbitrage, innovation and gains from specialization–is a standard feature of 
all advanced financial systems (Pozsar, Adrian, Ashcraft & Boesky 2010, 7).” 

The mode of development and the ubiquity of the complex of behaviours and 
practices designated ‘shadow’ has meant that backstopping the whole complex of 
financial services was essential to systemic survival during the GEC and that the 
resultant ‘processes and practices of crisis management’ (Jessop 2013, 72) have 
helped to intensify the process of systemic concentration. Since 2007 a global array 
of initiatives has been put in place to prevent a feared collapse of the entire financial 
system, with no distinction being made between shadow and traditional activities. 
In the US, a set of rescue programmes including the Commercial Paper Funding 
Facility, the Term Asset-Backed Loan Facility, the Term Securities Lending Facility, 
the Term Auction Facility, the Primary Dealer Credit Facility and the Temporary 
Liquidity Guarantee Program have provided ‘360 degree’ coverage (Pozsar, 
Adrian, Ashcraft & Boesky 2010, 64) to all financial services activities, and the 
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same ‘rescue’ process has resulted in fewer, larger banks absorbing the weakest. 
In Europe financial systems have been shored up against the consequences of the 
GEC by the European Financial Stability Facility, whereas expenditure in the UK 
on various measures totalled £1.2 trillion as of March 2009, some 80% of UK GDP. 

A critical result of the GEC therefore has been a post hoc global regulatory 
recognition of the status quo ante - the complex financial services sector has been 
openly and officially as opposed to implicitly backstopped as a whole, on a global 
basis. Institutionalization and official acceptance of those processes, institutions 
and capital forms deemed latterly to constitute a ‘shadow’ meant that any and all 
regulation and insurance of the financial services sector axiomatically includes 
them. As a result, financial service institutions that have so far survived the GEC 
have become massive hybrids that undertake all of the activities from before the 
GEC. These are effectively ‘universal banks’ (Nersisyan & Wray 2010, 10) and in 
the USA by 2010 the top 4 controlled 40% of total banking assets. FDIC figures for 
2010 show that these top four banks controlled 88% of US derivative holdings and 
78% of bad mortgages, whilst at the same time they held 42% of uninsured bank 
deposits and 42% of insured bank deposits. 

But the critical feature of global financial services (for the purposes of outlining 
ultracapital at least) is not their size, but their interconnectivity. In terms of providing 
a skeleton of global financial services, Vitali et al. (2011) have used available data on 
ownership and connections between global transnational corporations to build an 
“architecture of the international ownership network” (2011, 1, see Figure 1 below). 
Vitali et al. map the connectivity of 1318 transnational corporations comprising the 
core that owns 80% of all global revenues from among all of the 43,000 registered 
transnational corporations (TNCs); amongst this core, however, there is a ‘Super-
entity’ of 147 interconnected TNCs that controls 40% of revenues of the core. The 
practical implications of this geo-politically are vast: “In detail, nearly 4/10 of the 
control over the economic value of TNCs in the world is held, via a complicated 
web of ownership relations, by a group of 147 TNCs in the core” (2011, 4).



Cloke

109

Figure 1: Network Topology of Strongly Connected Core Components (SCCs)

Key: Red = Superconnected companies, Yellow = very connected companies, Size of dot represents 
revenue (Source: Vitali et al. 2011)

The evolutionary pathology of the GEC has been pre-determined, not by a 
Manichaean struggle between shadow and traditional activities, but by this core of 
highly-connected TNCs and by the complex of fluid and often-unstable relationships 
between them. As a result of the enhanced accumulation to be achieved from 
these highly-connected new actor networks and the cyber-spaces they enabled, 
the dominance of industrial/production capital (Harvey, 2010:40) in the post-war 
period was rapidly overturned; whereas in the early 1980s the manufacturing 
sector’s profits accounted for 40% of total US profits (Faber 2005, 11), by 2005 44% 
of all corporate profits came from the financial sector (Dalio & Srivastava 2004, 
1). Not only that, but as this socio-politico-financial hybrid increasingly diverted 
investment from the ‘real’ economy in the US, the massive increase in financial 
services profitability had virtually no effect on fixed capital formation:

Figure 2: Notional amount of derivatives and US gross fixed capital formation, 2000–2008.
Source: Posen & Hinterschweiger 2009.
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The 1980s also witnessed a rapid melding of the mechanisms supposed to impart 
market discipline. Changes in the business models of credit ratings agencies meant 
competing to sell their rating services to the investment banks, at the same time 
that the major accountants were also being forced to sell themselves as firms went 
‘opinion shopping’ (Magill & Previts 1991, 124) for the ‘best’ audit. Concentration 
within credit rating and accountancy sectors intensified interrelationships between 
firms, raters and accountants, at the same time that the growing profitability of 
management consultancy gave accountants a vested interest in providing strategic 
managerial advice to firms that they also audited. This concentration went 
accompanied by an increasing concentration in the banking sector; between 1934 
and 1985 the number of commercial banks in the US had remained steady at about 
14,000, whereas by 2010 this had decreased by half to about 7,000 (Nersisyan & 
Wray 2010, 10).

For political parties throughout liberal western democracies in the post-Soviet 
era particularly, ideological difference was rapidly subsumed by the pressure 
to demonstrate superior ability as a manager of an increasingly interconnected 
globalising capitalist economy. The financial services sector and party political 
systems throughout western liberal democracies became so intertwined that they 
were effectively contiguous areas of the same system in relational space:

The legal-organizational entity of the corporation and the network of institutions and 
organs that make up government are part and parcel of the same encompassing 
mode of power. We call this mode of power the state of capital, and it is the ongoing 
transformation of this state of capital that constitutes the accumulation of capital (Nitzan 
and Bichler 2009, 8).

In practical terms expressions of the dissipation and delegation of state 
responsibilities were multifarious. These included the drive to free movement of 
capital across borders, hemisphere-wide movements towards the abandonment of 
Depression-era regulation, substantial increases in the amount of leverage (debt 
per unit of concrete asset) allowed to investment banks and powers to measure 
their own internal risk, a rapid movement towards light or self-regulation by stock 
exchange supervisory bodies and the outdating of and failure to replace regulations 
to keep place with financial innovations. In respect of governance, the absorption 
of the states has therefore had the additional effect of undermining the dominant 
discourse of democracy as “a set of procedures, institutions, and laws designed 
to connect the person as individual and citizen to the political processes of nation-
state governance.” The reality is rather that with the rise of ultracapital “globally 
defined systems of circulation and production are altering the conditions of people’s 
freedom in deeply structural ways that are beyond the reach of recognition or 
regulation” (Lipuma & Koelble 2004, 102, 104).
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IV. European Actor-Networks and the Language of Crisis

In continuing the mythic language of crisis description outlined above and presenting 
a neoliberal portrayal of capitalism in operation, where Europe is concerned official 
discourse has metamorphosed from the creation of ‘shadow banking’ to presenting 
critical events in Europe in the form of a European ‘debt crisis’. This crisis has 
necessitated the implementation of ‘austerity’ programmes to rescue, particularly 
the southern periphery of the EC, but Europe more generally, from the profligacy 
of their social spending programmes. In pursuit of this discourse a range of linear, 
temporal timelines have been presented purporting to describe this debt crisis, 
many centring on the role of Greece as a trigger (those of the UK Guardian and 
the BBC present interesting examples2). That of the European Central Bank (ECB) 
is more detailed3 and it begins in December 2005 with a set of press releases in 
which the ECB appeared to warn of problems ahead.

Actions taken by the European Union (EU), the ECB and various national 
governments and their private sector partners since 2007 have been exclusively 
guided by this linear, temporal focus, initiatives ostensibly to address systemic 
flaws but from a very limited understanding of that system. As the Institute of 
International and European Affairs shows4, these have included Eurozone national 
bailouts, closer monitoring of sovereign debt maturity and national budgets, ECB 
interest rate and bond interventions, bank stress tests, new EU rules on financial 
institution practices, new financial supervision structures (the ESRB), re-vamping 
of the stability and growth pact, EU 2020 reforms, Euro Plus Pact of 2011, the Single 
Market Acts 1 and 2 and the Fiscal Compact. The culmination of this sequence of 
widening and deepening reactions to an intensifying succession of events within 
the EU has been the proposal of Open Market Transactions by Mr Draghi, the 
“most successful monetary policy measure undertaken in recent times”5; this 
means that where the ECB suspects that the bonds of an EU country engaged 
in fiscal measures with the ECB are the subject of speculation, it will quite literally 
buy unlimited amounts of them, guaranteeing losses for speculators. But as Bruff & 
Horn (2012) point out, what is going on is undoubtedly general and systemic:

One of the most striking aspects of the post-2007 literature on varieties of capitalism has 
been the near-total lack of reflection on the implications of the crisis for the frameworks 
being employed and the assumptions they are based upon (2012, 162).

2 <www.guardian.co.uk/business/interactive/2012/oct/17/eurozone-crisis-interactive-timeline-
three-years> (accessed 29/10/13).

3 <www.ecb.int/ecb/html/crisis.en.html> (accessed 29/10/13).

4 <www.iiea.com/eview?gclid=CPuzvNCYu7gCFTMctAod-EUAIA> (accessed 29/10/13).

5  Mario Draghi, quoted in the Financial Times 22/7/13. Available at <www.ft.com/cms/
s/0/2597e96c-f2d9-11e2-a203-00144feabdc0.html#axzz2ZxVhkwe7> (accessed 29/10/13).

http://www.guardian.co.uk/business/interactive/2012/oct/17/eurozone-crisis-interactive-timeline-three-years
http://www.guardian.co.uk/business/interactive/2012/oct/17/eurozone-crisis-interactive-timeline-three-years
www.ecb.int/ecb/html/crisis.en.html
www.iiea.com/eview?gclid=CPuzvNCYu7gCFTMctAod-EUAIA
www.ft.com/cms/s/0/2597e96c-f2d9-11e2-a203-00144feabdc0.html#axzz2ZxVhkwe7
www.ft.com/cms/s/0/2597e96c-f2d9-11e2-a203-00144feabdc0.html#axzz2ZxVhkwe7
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The evolutionary processes of ultracapital have been intensifying rapidly 
during the early 2000s, in Europe as elsewhere. Their increased melding of the 
state/private hybrid, in this case through the over-arching mechanisms of the EU, 
the ECB, the Commission and the European parliament has been a ceaseless 
generator of “new spaces and space relations” which has rapidly accelerated the 
pace of “capitalism’s… increasingly self-produced geography” (Harvey, 2010: 144). 
As Jones (2009: 6) asserts in another context, this set of “conditions of economic 
circulation, hypermobility, timespace compression, and cultural insignia warrant a 
completely new conceptualization of space.”

The set of events since 2007 in Europe is not amenable to functionalist or 
institutionalist descriptions without an understanding the intensification of network 
connectivity and, beyond that, the complexity of systemic evolutionary forces at play. 
Some recent research has begun to map the importance of this interconnectivity 
in what are termed TBTF (Too-Big-To-Fail, sometimes referred to as TITF, Too-
Important-To-Fail) institutions (see Ötker-Robe et al. 2011), including belated 
recognition by supranational financial institutions such as the Bank of International 
Settlements of systemically important financial institutions (SIFIs), but there is as 
yet little understanding of the systemic environment within which they operate, what 
kind of system they might represent and the socio-historical processes that led to 
the development of these SIFIs.

Europe has (for instance) been undergoing a rapid intensification of its financial 
services sector that has accompanied EU expansion and a dramatic decline in 
the actual number of institutions at the same time as the largest have grown in 
importance. Between 1997 and 2005 the total number of such institutions decreased 
from 4,228 to 2,683 (Uhde & Heimeshoff 2009; see also Fig. 3) at the same time 
that the total credit assets controlled by the 5 biggest institutions increased between 
1980–1999 from 27.9% to 57.1% (Santillán Salgado 2011, cited in Roos 2013).

Figure 3: Decline in the number of European Financial Institutions 1999–2007. Source: 
Development of the euro area monetary financial institutions sector, ECB Press Release, 3 
January 2007.
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Whilst this process of intensification has been taking place, total assets 
controlled by the largest institutions have continued to increase, giving them more 
and more power, socially and politically as well as economically and financially. 
Figure 4 shows the dramatic increase in the assets to GDP ratio of the top three 
banks in 7 European countries by comparison with Japan and the US, from 1990 
onwards:

Figure 4: Aggregate assets to GDP of top three banks in selected countries (%). Source: 
Goldstein & Verόn, © voxEU.org6

Neither has this been a purely commercial process; since 2007 the governments 
of the EU have been reluctant to let any financial institutions fail – the cases 
of the rescue of IKB by the German government and of Northern Rock by the 
UK government are just two examples. Such rescues have been facilitated and 
operationalized by because the increasing intimacy between the financial services 
sector and the political sector across Europe, which has given rise to what amounts 
to a politico-financial interchangeability, not to say interdependence. The roles 
played by ex-Goldman Sachs advisors Mario Draghi and Mario Monti in the Italian 
Central bank, the Italian presidency and the ECB, as well as the roles of Lucas 
Papademos and Petros Christodolou in the government of Greece (amongst a host 
of others) gives ample evidence of this. The complex involvement of significant 
sectors of the Spanish and French political establishments in the network of non-
commercial banks, savings banks and mutual represent culturally differentiated 
examples of the same processes in action

Prior to the crisis the implicit backstopping and political support enjoyed by 
national and pan-European financial institutions enabled the accruing of significant 
advantages within Europe on a core-periphery basis (banks in the UK, France, 

6 <www.voxeu.org/article/eu-should-start-debate-too-big-fail> (accessed 29/10/13).

www.voxeu.org/article/eu-should-start-debate-too-big-fail
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Germany and the Netherlands enjoying significant advantages to those in Portugal 
and Greece as a result of the relative power and wealth of respective governments. 
Figure 5 shows the significant increase in increasing their assets as a percentage 
of country-of-origin GDP:

Fig. 5: Bank assets as % of domestic GDP. Source: Bankscope and WEO Databases cited by 
Otker-Robe7.

Despite these footprints of the evolutionary development of the European 
component of ultracapital as a complex, dynamic system and the belated 
recognition that there are at the least financial nodes, actants within this complex 
that can bring down regional or hemispheric economies, the growth in strength 
of these financial networks continues apace, facilitated by the politico-financial 
networks co-constituted with them. As a compliment and contingent to Figure 1 
above (produced separately and using different measures to instrumentalize the 
view) Ötker-Robe et al. (2011) have mapped the connectivity of financial services 
globally, deploying the complex derivative commitments between financial services 
actants to produce a topology of connectivity:  

7 <blogs.worldbank.org/allaboutfinance/addressing-the-too-big-to-fail-problem-before-the-
banks-become-too-big-to-save> (accessed 29/10/13).
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Fig. 6: Financial Institutional connectivity – European/Global. Source: Ötker-Robe et al. 

(2011).

Although conceived as a way of mapping the contagion effects on the part of 
any of the actants in this network (and in passing pointing out that no member of 
the central tier can be allowed to fail without catastrophic effects hemispherically 
and indeed globally), both topologies have important things to say about the role 
of transnational actants which has only recently become a focus of writing on the 
GEC. Roos (2013) for example points to an absence in political economy literature 
on the role and place of transnational actors, and in the geographical and political 
science literature on democratic structures and power. Such critiques have raised 
the question of why capitalism itself is not in the picture: “Our view is that capitalism 
itself is not discussed, to the extent that it is the elephant in the room housing these 
debates” (Bruff 2011).

Finally, in considering the topology of connectivity above it is useful to revisit 
the characteristics of Actor-Network Theory that Latour describes, to underpin their 
relevance to re-visiting capital as a form of social relations. Firstly, in terms of “the 
tyranny of distance” (2005, 3), financial actor-networks can as we see be truly 
global in scale, whilst at the same time linking the “irreducible, incommensurable, 
unconnected localities” of institutions, groups, individuals; they can also be 
networks of long standing or instantaneous networks constructed for the sake of 
one deal, conducted entirely in cyber-space between servers. Secondly, in terms of 
scale and dissolving micro-, macro-distinctions, a single network act between two 
individuals can be of a scale to affect millions of people (assembling and approving a 
derivative model, for instance), entire cities or entire regions, whereas the quotidian 
transactions of millions of people (ATM transactions, say) may affect little outside 
their immediate environment; in this respect, studying the network connections 
in which acts take place is far more important: “A network is never bigger than 
another one, it is simply longer or more intensely connected” (2005, 4). Lastly, in 
terms of inside/outside, what is important in examining ultracapital actor networks 
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is how they are connected; boundaries, particularly national and political ones, are 
still relevant but they are absorbed into the geography of financial services actor-
networks to become part of the functionality of the whole (capital mobility that 
deploys different tax regimes within Europe and in the Caribbean as mechanisms 
for increasing profits, for example), this is therefore very much a geography of 
connectivity, of associations.

V. AFTERWORD

The set of events presented by the US Federal Reserve and the serried ranks of 
political and economic commentators globally as US financial crisis changed its’ 
name to the global economic crisis on August 6, 2007 (Iwaisako 2010, 353), when 
PNB Paribas had to suspend three of its hedge funds because “it had become 
impossible to calculate the net asset value of the funds (Greenlaw, Hatzius, Kashyap 
& Shin 2008).” These initially localized consequences of a set of critical processes 
that had never been restricted to the US passed over to Europe through networks 
and as a consequence of the concealed functions of actors and actants that have 
been left out of the phenomenological characterization of crisis that is presented 
daily by governments, institutions and media. None of the timelines devised to 
represent a ‘Euro-crisis’, a sovereign debt crisis or a global financial crisis and thus, 
post hoc, determine causation in fact do any such thing.

As a counterpart to the official discourse of disaster, of December 2012 the 
total notional value of all outstanding over-the-counter derivative contracts globally 
was more than $632 trillion, up from about $596 trillion in December 2007. This 
represents, not just a vast increase in capital flows of obscure provenance and 
ownership which are effectively invisible to regulatory structures and mechanisms, 
‘monetized relations of the relations of capital’ (LiPuma and Lee, 2004: 86), but 
their concentration in the hands of fewer and fewer super-entities. Fundamental 
change in financial services structures has been occasioned by the opening up of 
ultracapital space by ‘socially imaginary objects’ (LiPuma & Lee 2005, 407) which 
are beyond purely technical control and which are enabled by hybrid politico-
financial networks that are still firmly in place. The invention and development, not 
just of new forms of capital but of ways in which they could or should be measured 
(as well as where and when) had by the eve of the GEC, for official purposes 
“arguably undermined the essential character of regulatory capital” (FSA 2007, 9).

ICT-intensified politico-financial flows and processes have led to the creation 
of an increasing range of distinctively new forms of capital which, despite a 
symbolic dollar value reflecting the power of their creator, cannot be quantified or 
measured in a meaningful fashion and which remain themselves unknown and 
incomprehensible to all but a small group of elite actors. A range of critical academic 
analyses prior to the GEC had already begun to outline the implications of some 
of these capital forms for the representation of money, for the fundamental idea of 
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value (see Bryan & Rafferty 2007; LiPuma & Lee 2004) but also for the irrelevance 
of material measurements of capital – the analysis presented above focuses on 
these processes as the truly critical events. The ICT revolution in combination with 
an increasingly undifferentiated state-capital nexus have added “neoliberalism’s 
apparently limitless virtual space, and (…) a rate of computer driven acceleration 
that is constrained only by the level of technological innovation at any given time” 
(Hassan 2011, 394) to the previously nebulous development of capital; it is a hidden 
revolution constituting an increasingly vital component of a series of invisible, silent 
crises. 

Not despite, but because of the set of the set of events described as economic 
crises which they themselves have precipitated, the intimate interrelationships 
between regulatory bodies, financial services actants, the state, academia and the 
complex, global cyber-service mechanisms of the OFCs - the essential components 
of ultracapital - remain not just intact but strengthened by the events since 2007. 
Loud public pronunciations of the need to ‘properly regulate the banks’ aside in 
Europe, the UK and the USA, the innovatory cyber-mechanisms that propelled 
the current ‘Euro-crisis’ remain essentially untouched and the drive to create new 
capital, increasingly detached from GDP/productivity processes, immeasurable, 
unregulated but ultimately legal, continues apace. The net result is that: “We cannot 
identify the likely sources of future stress to the system, and act pre-emptively to 
diffuse them” (Geithner 2007).

The extended set of critical events in Europe and globally over the previous four 
decades is constituted by the relationship between new forms of capital, its pre-ICT 
forms and the actor-networks that enabled them and which have been increasingly 
empowered by them. Distinctive but interrelated and inseparable phenomena 
can be outlined; the detachment of new forms of capital from observable GDP 
processes; the development of limitless cyber-spaces to assist in the creation and 
instantaneous trading of self-producing capital juxtaposed to the technical ability 
to utilize increasingly smaller fractions of time; the socio-political and jurisdictional 
mechanisms created by the cyber-portals of OFCs, and the development of 
immeasurable and unidentifiable capital. These new forms range from suggesting 
that environmental sustainability can only be achieved through ‘running ‘Earth 
Incorporated’ with a depreciation, amortization and maintenance account’ (Strong 
1996), to ‘capital investment in bioinformatics at the scale of molecular biology’ 
(Sullivan 2013, 211) - capitalization processes are claiming ownership over future 
ways of knowing and changing humanity, the effective privatization of evolution. 

A suggested outline of ultracapital forms has been touched on in this paper; 
ICT-dependent capital evolved through the use of academic and socio-political 
networks such as political parties, research institutions and university departments. 
There is also capital constructed to conceal value, ownership and location, through 
velocity of circulation and complex intermediation - not just derivatives, but the 
offshore Special Purpose Vehicles through which they move and the concealed 
political, accountancy and inter-firm alliances that enable them. The discussion 
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touches on capital developed through political, regulatory and accountancy 
capture designed to be concealed from objective valuation, regulation and 
taxation; ultracapital effectively utilizes the new kinds of social capital enabled by 
the erosion of difference at the state/private regulatory interface into a contiguous 
politico-financial relational space. It is capital that is a synthesis of social capital, 
technology and socio-politics on a global scale, whose financial and economic 
capital artefacts are crafted by intricate, complex and co-constitutive relationships 
between regulatory, political and cyber-actants.

The landscape thus created by ultracapital for ‘its own functioning’ (Harvey 
2001) is self-propagating and appears from the evidence of the global economic 
crisis to have all but freed itself from the gravity of the ‘real’ political economy. 
The over-accumulation thus achieved is not related to surpluses of labour and the 
capital which stimulates it can be created, moved or abandoned at will without the 
constraint of regulation or legal jurisdiction. It retains aspects of Harvey’s Hegelian 
expansion in terms of both an inner dialectic of crisis formation leading to over-
accumulation in space related to an outer dialectic of geographical spatial release 
of these surpluses; through the ability to create both new spaces and subsequently 
new capital out of the cyber-ether, however, it transcends these dialectics. To follow 
Baudrillard (2006), in drawing strength from the global economic crisis ultracapital is 
close to bearing ‘no relation to any reality whatever: it is its own pure simulacrum.’ In 
this respect labels such as global economic/financial/liquidity crisis are misnomers 
– the years since 2007 may well have been the birth cry of a dramatically new form 
of capitalism.
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The present course of assessing debt sustainability – toward further econometric 
sophistication – risks being more harmful than helpful. To develop support for this 
claim, this paper first recounts what economic theory says about sovereign debt, and 
then continues by analysing the methodology and approach that the assessment 
of debt sustainability rests on today. Building on these accounts, this paper argues 
that debt sustainability should be lifted away from the narrow econometric seat 
where it is now found and, instead, should be placed in between problem debt 
on the one side and economic and social human rights on the other. The paper 
concludes by proposing an orderly framework promoting equal rights of debtor and 
creditor nations in debt negotiations. Importantly, it is up to the indebted nation to 
decide on the sustainability of its sovereign debt, not the creditors.

Some, usually defenders of unfettered capitalism, are convinced that high levels 
of indebtedness in a country is a consequence of poor economic policy where a 
nation has lived beyond its means and therefore, the government must decrease 
its expenditure and raise its income (see Euronews 2011; Blanchard & Leigh 2013; 
Torry 2013). Accordingly, it is up to the creditors to decide whether they grant 
financial rescue packages to the indebted country or not, and under what conditions. 
Others agree in seeing mounting debt as a consequence of economic policy, but 
their view is global, not national (see Krugman & Layard 2010; Raffer 2010; Stiglitz 
2010b; see also Palley 2003; UNCTAD 2009b for complementary arguments). This 
Keynesian view sees one nation’s current account deficit as another’s surplus and 
therefore, regards overindebtedness to be a common global concern. Importantly, 
the austerity measures proposed by those supporting unfettered capitalism stand 
in contrast to the prescriptions of the Keynesians, who argue for shifting the 
focus away from debt levels and toward promoting full employment by means of 
increasing domestic spending and investments. 

Between these views, one of the questions that arises forcefully is how to 
decide on the sustainability of sovereign debt. Attempts at pin-pointing thresholds 
for sustainable debt levels are often linked to low-income countries and always 
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econometrically estimated (Caner, Grennes & Koehler-Geib 2011, 73; Cecchetti, 
Mohanty & Zampolli 2011; Manasse, Roubini & Schimmelpfennig 2003; Reinhart & 
Rogoff 2010, see also Addison, Hansen & Tarp 2004). These efforts are contested 
for not taking into account the historical developments or circumstances of the 
debt build-up, for ignoring the specific characteristics of sovereign debt versus 
other forms of debt, and for not distinguishing between different components of 
sovereign debt (Herndon, Ash, Pollin 2013; Nersisyan & Wray 2010). It is possible 
that identifying a universal threshold or ratio of debt without arbitrariness is not even 
feasible. If so, a continued focus on macroeconomic sophistication and technical 
detail will not make the assessments more accurate, but rather, risks blurring the 
broad purpose of dealing with problem debt (see Wyplosz 2009). What we need is 
a shift in focus, approach and methodology. It is not only about determining when 
debts become unsustainable, but also how this is decided upon, by whom and 
through what process.

The general point of this article is that establishing thresholds of sovereign 
debt, even if they were feasible, may in fact be more harmful than helpful. This is 
because the welfare of a country’s citizens must not be sacrificed in the name of 
unpredictable or speculative sovereign-debt markets or inadequate or short-term 
fiscal calculations as a reaction to such thresholds (see Stein & Weeks 2012). 
Instead, the purpose must be to promote the economically sustainable well-being 
of the population in both creditor and debtor nations by dealing with problem debt 
not only in an orderly way but also in a swift, sustainable and just manner. The 
carrying argument of this article is that debt sustainability is a political matter that 
must be assessed by the indebted nation and this assessment cannot be based 
on econometric parameters alone. This is due to the peculiar characteristics 
of sovereign debt where a nation’s resources are infinite because of its right to 
levy taxes. In support of this argument, there are two additional and particular 
qualifications to keep in mind; debt sustainability must be placed in its proper 
frames of politics and justice where it belongs.

First, popular uprisings in indebted nations in response to budgets cuts and 
social hardship should be given the appropriate attention for the political crises that 
they are. This relates to the protection of human rights – and social and economic 
rights in particular – in the indebted country, with reference to the Charter of the 
United Nations where governments are obliged to provide a minimal standard 
of living for their people. Such uprisings can be seen as a reaction to the strain 
between the two sets of principles behind the global institutional order: the global 
financial structure was established at Bretton Woods in 1944 and four years later 
the UN adopted the Universal Declaration of Human Rights. These two institutional, 
parallel paradigms form a tension between protecting the advantageous positions 
of rich nations on the one hand and securing equal rights for every individual on 
the other. Second, the justice dimension that promotes the role of the indebted 
nation in debt negotiations requires further attention. This is because so far, the 
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determination of sustainable debt levels is in the hands of creditors with an interest 
in getting their investments repaid, and the debtors have little say. 

This article does not seek to contribute to the theoretical discussions on 
sovereign debt, nor at adding to the literature analyzing the technicalities or empirical 
research of debt sustainability measures or contrasting them to each other. Instead, 
this article hopes to contribute to the discussions on global governance and the 
overall thinking on the principles behind the tolerance levels of sovereign debt. This 
contribution provides a complement to the body of literature promoting the idea of 
putting in place an orderly mechanism for dealing with problem debt (see Helleiner 
2008; Herman, Ocampo & Spiegel 2010a; Palley 2003; Raffer 1990; Schwarcz 
2000; Smith 1776/2009; Soederberg 2005 and Stiglitz 2002a among others). While 
the suggested principles of the mechanism that these proposals rest on vary within 
a fairly wide range, they unite in calling for a mechanism to deal with unsustainable 
debt burdens. Yet, the proposals leave open the definition of debt sustainability. 

This article is divided into four parts. This first section reviews the literature on 
the theoretical considerations regarding the dynamics and peculiarities of sovereign 
debt. In dealing properly with sovereign debt, we must understand its particularities. 
Comparisons between sovereign debt and other forms of debt must be made with 
caution. This includes clearly and consistently separating our thinking along the 
lines of private, individual or corporate debt on the one hand and sovereign debt on 
the other. In the second section the focus shifts to an analysis of where we stand 
in the empirical field of assessing debt sustainability, including the methodology 
behind the current econometrically-derived debt sustainability assessments 
and suggested universal debt thresholds. The third section explains the political 
and ideological process behind contemporary dealings with debt and argues for 
an orderly framework for nations to declare that their debt is unsustainable as 
an alternative. Since a country can never go bankrupt in the same sense as a 
corporation, the sustainability of sovereign debt is a political issue that cannot be 
limited to economic factors alone. The fourth section concludes that a politically 
unsustainable debt burden is unsustainable also from an economic point of view, 
and to fulfil the justice dimension of problem debt, the unsustainability of debts 
must be declared by the indebted nation, not its creditors. 

I. Separating sovereign debt from other forms of debt

Dealing with crises of sovereign debt in the post-World War period resembles 
an opt-in system. This has led to incremental processes and negotiations, both 
unofficial and official. Importantly, the ad hoc way of meeting debt crises has in 
effect led to a slow process of institutionalization: debt crises are systematically 
met with austerity requirements by the creditors toward the debtors. There are three 
justifications for this. One, the requirements for austerity policies became dominant 
in the 1980s following the general shift in economic thinking from Keynesianism 
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towards unregulated capitalism. The new thinking supported the interpretation that 
the reason behind debt build-up is over-spending and, therefore, the prescription 
was belt-tightening. Two, belt-tightening policies echo the preferences and logic of 
credit-rating agencies. Investors react to assumed ratios of debt sustainability and, 
consequently, demand fiscal austerity programmes to cut government spending. 
This is because they react to debt-to-gross domestic product ratios and thus demand 
immediate improvements in these conditions. Three, in the official discourse, where 
public debt is often compared to private debt, belt-tightening policies are dominant. 
This analogy has re-emerged with the Euro crisis, where the media, politicians 
and observers often assume sovereign debt to have the same characteristics as 
personal or corporate debts. The conclusion from this assumption is then that just 
like a personal credit card debt, a mortgage or a corporate loan, this debt must 
eventually be paid off and the way to go about this is to agree on a plan that will 
allow the borrower to pay off his, her or its debt. 

Consequently, when a government declares its inability to meet its payments 
obligations on time, this results in a plan for how to cut spending, according to any 
of the lines of thinking above. The plan is always swift in implementation and often 
drastic in measure. The immediate aim of decreasing debt levels becomes the 
main focus. To cast doubt on these uniform and seemingly automatic requirements 
for austerity policies, it is essential to separate out the particular characteristics of 
sovereign debt. Sovereign debt is not well understood, and it is often surrounded 
by misconceptions. 

To begin with, it is fundamental to sort out the meaning of open and closed 
systems. The general principles on which a business and a national economy must 
be run are different (Krugman 2009, 27, 30). Business people, for instance, are not 
used to thinking about closed systems; economists are (Krugman 2009, 33). This 
means two things. First, in theory and from a business perspective, an open system 
implies that a(ny) corporation could well realise its goal of doubling its market share 
in say, two years. At the same time, the economist realises the impossibility of 
every company actually doubling its market share in the same two-year period 
− whether nationally or globally. Globally, countries with exports exceeding their 
imports create a surplus versus those countries that import more than they export. 
Global trade balances always equal zero, which means that someone’s surplus is 
always someone else’s deficit. But it is also not unproblematic to be a big surplus 
nation, as this would mean that the demand in its export markets is suppressed. 
This was the carrying thought of John Maynard Keynes (1943), who thought that it 
is in the global interest to tax not only deficit but also surplus nations. 

But sovereign debt must not be approached solely from the point of view of 
economic theory. The second meaning of economists operating on the assumption 
of closed systems is methodological and concerns the very foundations of 
economics. Their preferred method is econometrics, and with this comes a search 
for, or at least an assumption of, closed systems. But for a system to be closed, 
it has to fulfil both the intrinsic and extrinsic condition (Sayer 1984, 121–25). The 
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intrinsic condition says that if mechanisms are to operate consistently, there can 
be no change in the object that possesses the causal powers. Other things being 
equal, problem debt will not produce regular effects if the internal composition of 
the debt changes. The extrinsic condition for closure says that for the outcome 
to be regular, the relationship between the causal mechanism and those of its 
external conditions, which may make a difference to its operation and effects, must 
be constant. If the political sympathies of the population of the country struggling 
with problem debt change for reasons independent of the debt burden, the effect 
of debt sustainability assessments cannot be said to be manifested as a regularity. 

Further, sovereign debt is made up of various kinds of debt; private, public, 
external or internal. There is a fairly fundamental difference between domestic 
and external debt, or fiscal versus external sustainability. These debts build up as 
a result of different and separate mechanisms and, as a consequence, there are 
no quick-fix budgetary transfers available to solve any one problem. The ability to 
generate international currency to pay interest and principal is not directly related to 
a country’s ability to grow or to broaden its tax base (see UNCTAD 2009b, 20–24, 
also for the latter part of this paragraph). This is because international currency is 
generated through exports whereas taxation is levied on labour and domestically 
produced goods and services. For instance, the US trade deficit is a result of an 
imbalance in its current account; the US has imported more than it has exported. 
This is also why Keynes (1929) criticized the idea that a large external debt is 
mainly a budgetary problem. Fiscal sustainability provides another example of how 
a concept suffers from inexact definitions.1 Usually, it stands for the stabilizing of 
a particular debt-to-GDP ratio but does not say anything about the optimality of 
this ratio. Also, the indicator does not establish the conditions necessary for long-
run sustainability, and thus does not provide space for counter-cyclical polices, 
such as a government increasing its national spending in hard economic times. To 
complicate matters further, there are no good definitions of external or domestic 
debt. Confusing determinants are the country of residence of the creditor and the 
place of issue, and legislation that regulates the debt contract. 

In dealing with these different forms of debt, attempts at bridging the gaps 
with the help of loans do not address mend the cause of the deficits. Also, debt 
balancing must be done with caution; a sudden swing from deficit to surplus in the 
current accounts of a nation, if the deficit originates from a capital flow reversal, 
may have serious economic costs in the form of inflation, or Dutch disease.2 This 
means that a government seeking to balance its books must not make cutting the 
deficit its only focus. 

1 For instance, see Ghosh, Kim, Mendoza, Ostry & Qureshi (2011) for an attempt at answering the 
question of how high public debt can rise without compromising fiscal solvency.

2 Dutch disease stands for a situation when a country receives a large inflow of foreign currency, 
for instance in the form of aid, as disaster aid relief, or from natural resources (oil is an often 
mentioned favourite in this context). Eventually, this leads to a rise in the exchange rate, which 
makes domestic production less competitive internationally and risks leading the nations affected 
into economic difficulties.
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Belt-tightening in the household comes without the structural effects of belt-
tightening by the government. Actually, deficit reduction in response to situations of 
high sovereign debt brings with it a real danger. When a government raises taxes 
and cuts benefits in response to high levels of debt, not only are the vulnerable in 
society affected, but job opportunities decrease and, in the long run, the effects of 
the cuts are long lasting. If the focus is blindly fixed on cutting deficits, the long-
term goal of supporting an educated and healthy population is suppressed and so 
are the chances of future economic growth. The point here is the relation between 
long-term debt and investments in education, technology, health care, social 
benefits and infrastructure: sectors where investments in the long-term could lead 
to lowered deficits. Instead of focusing on the deficit and on what the country owes, 
one must also look at its assets (Stiglitz 2010b). The reliance on Gross Domestic 
Product, GDP, as an indicator of national wealth comes with a set of warnings, as 
we shall see. For now, the point is that particular budget outcomes should never be 
a policy target. What the government should be targeting is real goals, such as a 
sustainable growth rate buoyed by full employment (Gee 2011). As a consequence 
of these targets, a weaker economy calls for a larger deficit and the appropriate 
size of the deficit in the face of a recession depends on the precise circumstances 
(Stiglitz 2010b).

Austerity policies thus shrink the GDPs of their nations. With a lower GDP, 
the debt-to-GDP ratio is bound to grow. Those promoting austerity see this as a 
temporary and necessary phase. But the history of austerity is not encouraging: 
it failed in Latin America, Africa, East Asia and will fail in Europe (Stiglitz 2011). 
The austerity policies applied in the Euro nations suffering from debt problems 
have resulted in high unemployment levels approaching 27 per cent in Greece 
and 26 per cent in Spain (EUROSTAT 2013). From that perspective, the focus 
on stricter budgetary discipline is not enough to cure Europe’s problems. A few 
years ago, for instance, Germany’s budget deficit was higher than Spain’s, but 
the competitiveness of the German economy far outpaced that of its southern 
neighbours (Alderman 2012). This is why hundreds of economists have forcefully 
expressed in open letters to policy makers their concern at how the European 
debt crisis is being dealt with (Krugman & Layard 2012; Sinn 2012). This traditional 
default position of the International Monetary Fund, to require austerity measures 
for overindebted nations, has arrived at a crossroads with the Euro crisis, since 
empirical research shows that the IMF may have based its forecasts on fiscal 
multipliers that were too high (Blanchard & Leigh 2013). 

Unlike individuals or corporations, governments do not have to repay their 
debts. In fact, they rarely run down their overall stock of debt, and the history of 
sovereign defaults is neither short nor unimportant (Gee 2011; see also Reinhart & 
Rogoff 2009 for a catalogue of such defaults). This is because a government has 
its own central bank and currency and if need be, it can always print more of its 
own currency. This helps explain why the US can sustain such high and increasing 
levels of debt; other countries also borrow in US dollars, but they do not have 
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the added advantage of printing the currency. Given this, the US may be more 
vulnerable to the risk of prolonged economic stagnation than to a sudden crisis 
− thus following in Japan’s footsteps (Sahadi 2012). The inflation risk associated 
with printing money is generally seen as a drawback because of the higher interest 
rates this may bring with it and the consequences this has on society. But this 
has to be balanced against the advantage of actually melting the debt at the rate 
of the inflation. Yet, the initiative of printing money does not hold automatically for 
the Euro zone, at least not in the way the currency union is now organised. In the 
Euro zone, by creating an independent central bank, the member countries have 
become indebted in a currency that they do not control.

Because of its right to tax, in theory, a nation has indefinite resources on which to 
draw. This is also why the sustainability (or illiquidity versus solvency) of sovereign 
debt is less easy to calculate than for instance the solvency of an individual or a 
corporation. In basic economics, a debt is solvent when the future surplus is large 
enough to repay the debt, principal and interest. In practice, however, deep social 
unrest in response to austerity measures is an indicator of the population’s (in)
tolerance of the level of debt. 

Sovereign debt also differs from private debt in that the resources of a nation 
cannot be liquidated as in, for instance, the case of the bankruptcy of a firm. To 
illustrate, a loan made to a country for it to improve its infrastructure may leave 
behind roads, bridges and buildings which are impossible to transport abroad and 
thus troublesome to claim by the creditors.

Finally, market-oriented societies have laws and insolvency proceedings for 
corporations and individuals. But if a country has high levels of problem debt, 
there is no instance that would have the legitimacy or the expertise to oversee an 
international, orderly, fair and speedy process of dealing with global debt. This role 
has largely been played by the IMF. But the IMF is itself a creditor, which means that 
it is neither an objective nor an impartial institution for dealing with these matters. In 
practice though the narrative is usually more acute than analytical. Often, sudden 
financial or banking crises are followed by debt and economic crises. This means 
that what has turned into a debt crisis may still be treated as a (temporary) financial 
crisis of liquid cash. The call to the IMF is about ad hoc and immediate financial 
support. Often, there is little space and not enough time for a thorough assessment 
of the situation. In response to reactions in the markets, quick reductions of deficits 
and debts are undertaken. Such austerity policies tend to create social unrest, as 
seen most recently in Southern Europe, and, ultimately, the financial crisis turns 
into a political crisis. 

Within these cornerstones of the theory of sovereign debt, there are major 
differences about the perceived accurateness of theories and, consequently, about 
the appropriate economic models. Given this, there will always be disagreements 
about the assessments, their priorities and emphases (as reminded by Stiglitz 
2010a, 62). This is also why this review has focussed on the dynamics, the settings 
and the qualifications of sovereign debt, rather than policy prescriptions of individual 
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cases. With this in mind, the next section looks into the lessons learned from the 
empirical work on debt sustainability.

II. Considerations regarding assessments 
of debt sustainability

Debt sustainability is a young concept and the assessments are part of a process 
which is itself in development. To date, the empirical observations are primarily 
limited to low-income countries in Latin America and Africa.3 Debt sustainability 
assessments form the very core of debt relief programmes and it is also in this 
context that the analyses to date have been framed.4 There are six particular 
concerns that can be separated out from these systematised practices. One, the 
fairly wide range of different meanings of debt sustainability confuses its application 
and complicates further work. Two, the methodology and specific variables merit 
further analysis. Three, debt sustainability assessments are, to varying degrees, 
based on GDP, a crude concept itself. Four, traditionally, situations of problem debt 
are not separated into situations of insolvency and temporary states of illiquidity, 
but all situations are treated in similar fashion and with a state of urgency. Five, 
debt sustainability is always assessed by the creditors, and the indebted nation has 
little say in the process. Six, the attempt to assess debt sustainability according 
to universal criteria carries risks. Among other issues, the assessments leave out 
historic developments behind the building of debt while ignoring the dynamics related 
to debt sustainability. This is also the order in which the groups are discussed. 

 Underneath the general definition of debt sustainability that stands for 
when a country’s debt becomes too big for it to be serviced, a number of more 
specific definitions compete.5 Some relate debt sustainability to national budgetary 
problems while others relate it to transfer problems (Addison et al. 2004, 8; UNCTAD 
2009b, 20). Alternatively, it may or may not include the effect debt-servicing bears 
on economic growth or poverty alleviation (see Addison et al. 2004, 8–11). Or 
debt sustainability may focus on a country’s willingness or capacity to serve its 
debt. These definitions leave to the side a broader set of issues related to the 
country’s overall economic performance. For instance, a country can service its 

3 For helpful compilations of articles, see UNCTAD (2009a; 2009b).

4 The frames are the Heavily Indebted Poor Countries-programmes, HIPC (1996–), the Debt 
Sustainability Analysis, DSA (2002–) and the Multilateral Debt Relief Initiative, MDRI (2005–).

5 This can be categorized into six key concepts of varying definitions of debt sustainability: A. 
Threshold level of debt/GDP, ratio; B. Solvency, or the condition that future surpluses on current 
account are sufficient to cover interest obligations and repayments of principal; C. Debt serviceability, 
or solvency plus the additional condition of no illiquidity, which denotes an inability to service debts 
at particular moments in time; D. Solvency plus avoidance of the need for a major correction in the 
form of large cuts in public expenditure or large increases in taxation required for debt service; E. 
Networth, or the condition that the present value of current account surpluses less current debt is 
not decreasing over time; and finally F. Debt stationarity, or the condition that the debt/GDP ratio 
does not increase beyond certain limits. (Cornford 2009, 3; Wyplosz 2009, 21.)
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debt according to plan, but simultaneously, the basis of debt sustainability effects 
the eligibility of aid. If so, in the long run, debt relief risks leading to accumulated 
debts all over again. A fourth meaning takes on board aspects related to growth 
(for literature reviews see IMF 2012b, 121–128; Reinhart, Reinhart & Rogoff 2012). 
Because of the variation in the application of the term, its definition becomes both 
vague and general in a way that jeopardises its usefulness. 

Further, the methodology of assessing debt sustainability requires attention. To 
begin with, the twin conditions for closed systems from the pervious section calls 
into question the dominant focus on empirical methodology when assessing debt 
sustainability, a methodology assuming closed systems. For example, regarding 
the Heavily Indebted Poor Countries (HIPC) initiative and the sustainability 
issue in particular, the methodology is static and based on historical data in 
that it does not include provision for shocks or drastic changes in the country’s 
economic environment, such as falling terms-of-trade (Addison et al. 2004, 11). 
What is more, inflation is often ignored in debt sustainability analyses (Wyplosz 
2009, 8). Traditionally, debt sustainability exercises for low-income countries have 
concentrated on external debt. This dates back to the early 1990s when most 
external debt of poor counties was public and most public debt of low-income 
countries was external (UNCTAD 2009b, 20). But importantly the composition of 
sovereign debt has changed since then: private external debt and domestic public 
debt have become increasingly important, if not major, forms of debt. However 
defined, debt sustainability includes a large number of uncertainties; it is about 
probabilities rather than certainty (Wyplosz 2009). Essentially, the assessments 
are only valid within the bounds of the underlying guesses. The IMF’s Debt 
Sustainability Assessment, for instance, has drawn macroeconomic policy making 
to a cross-roads where there is little support for the idea that added complexity 
allows for more precise assessments. It is a partial guide that should not be 
interpreted in too rigid or mechanical fashion (as underlined by the IMF (2012a) 
itself). Yet, because of its large degree of uncertainty, Wyplosz (2009) concludes 
that the DSA procedure is impossible: the process is too arbitrary and imprecise to 
serve as a tool for policy prescription. 

In practice, the sustainability of sovereign debt is assessed either on how well 
debt can be serviced out of export earnings, or on how debt relates to GDP. This 
is important to take note of for three reasons. One, the debt-to-export ratios are 
problematic because a large export sector is not enough to generate the needed 
resources if import growth outpaces export growth (UNCTAD 2009b, 20). Two, 
neither are debt-to-GDP or debt-to-revenues ratios adequate measures of a 
country’s ability to repay its external debt (recalling that external debt builds as 
a result of a need for foreign currency to pay for imports if they exceed exports) 
(UNCTAD 2009b, 20). Three, GDP itself is still an unrefined concept, and this of 
course relates to debt sustainability assessments based on GDP. To exemplify, 
because GDP reflects an average, the segmentation of society is left unnoticed: 
as the investment bankers of society get rich, they augment average income thus 
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leaving the decrease in income by potentially large segments of the population 
unnoticed. Today’s sustainability assessments stand for the depletion of national 
resources and the degradation of the environment, where the processes should 
instead be arguing for guidance for creating a broader set of indicators that more 
accurately capture both the economic well-being and sustainability of nations’ and 
ultimately, the earth’s, resources (Stiglitz, Sen & Fitoussi 2010). Ultimately, it is 
not possible to reduce everything to a single number, GDP (Stiglitz et al. 2010). 
Moreover, natural assets are often hard to price well or at all. The Inclusive Wealth 
Report 2012 provides an attempt at assessing changes in a country’s productive 
base, including produced, human, and natural capital over time (UNU 2012). The 
reason behind this initiative is that a fixation on short-term economic growth ignores, 
for instance, the destruction of natural resources and affects not only the country 
and its population but in the long run also humanity on a global scale. Looking 
toward the future, the constructive approach is that the 70-year-old GDP is still a 
crude estimate. The same applies to the far younger concept of debt sustainability. 
As for debt sustainability, the direct importance of GDP lies in the equations where 
debt sustainability is measured as a function of GDP.

As for deciding between solvency and illiquidity, the diagnosis of whether a 
country is insolvent is complex, yet when dealing with sovereign debt, one of the 
main considerations is that by treating a situation of insolvency as a temporary 
crisis of liquidity means that the risk of a crisis expands in the process. Wyplosz 
(2009, 18) sees sustainability as a function of solvency and sees that both concepts 
are faced with implementation difficulties. For one, sustainability is completely 
forward-looking and, yet, the input consists of historic data. Recalling that most 
governments are eternally indebted, matters are complicated further. Roubini 
(2001) sees that balancing between illiquidity and solvency places a government 
between two unrealistic choices, namely, low spending now and higher spending 
in the future − or vice versa. The effects of this situation are not softened by the 
consequences of quick reactions by credit-rating agencies to particular arbitrary 
ratios and their demands for fiscal austerity programmes – often immediately, 
radically and unconditionally. Consequently, households get scared and cut their 
expenditures, and business is dissuaded from borrowing to invest (see Shiller 
2012). Current practice in dealing with debt is incomplete in the way it does not 
allow for a separation between the insolvency and illiquidity of sovereign debt. 

Debt sustainability is a concept that drives the interest of lenders, steered by 
the question of ‘when is a debt too big to be repaid’, as in lenders losing their 
money. The principles behind debt sustainability date back to the debt crises of 
Latin America and Africa, and they have today been transported to Europe. In Latin 
America and Africa, debt sustainability constitutes the core of the eligibility criteria 
in applying for debt relief programmes of the development aid budgets of donor 
countries. In Europe, debt sustainability assessments are entrusted into the hands 
of the troika of the European Central Bank, the IMF and the EU Commission. 
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It may be impossible to come up with a methodology for assessing debt 
sustainability that is transferrable between countries. There are four particular 
reasons for this. One, the composition of debt differs, and, as seen, the dynamics 
of and between these differ. The situation of problem debt in Latin America in the 
1980s was mainly a crisis of commercial debt but in the 1990s it was public debt 
that caused problems in Africa. Today, a main part of Japan’s debt is domestic 
whereas the USA is indebted abroad. 

Two, countries that issue their own currency (the United Kingdom, the USA, 
Japan) have different ways of dealing with debt than countries that do not (such 
as members of the Euro zone). A related point is that the effects of debt differ 
depending on whether a country’s exchange rate is floating (USD, GBP, yen) or fixed 
(within the Euro zone countries are unable to devaluate their currency). Attempts at 
pinpointing at what debt levels economic growth slows down have identified these 
at between 64–90 per cent of government debt-to-GDP, depending on the income 
levels of the countries (see Caner et al. 2011, 73; Manasse et al. 2003; Reinhart 
& Rogoff 2010). Building on the critical reactions to these, as raised earlier, the 
importance is here to highlight why the sovereign debt of different nations may not 
fit into an econometric closed-model scheme.

Three, according to public opinion, debt intolerance in other countries is due 
to poor policies, institutions or governance. UNCTAD (2009b, 3) rejects this 
conventional wisdom and argues that the key determinants of debt intolerance are 
the economic and debt structure of low-income countries.6 This relates both to the 
composition of trade, and it also underlines the dependency relations between the 
creditors and donors vis-à-vis the indebted nation.

Four, the process of financialisation has accelerated fast and today it constitutes 
a major factor, radically different more sophisticated and complex from what it 
was in the 1980s. With the 1940s and the creation of our global financial order 
as a backdrop, as mentioned earlier, today’s economies use finance as the 
overwhelming capital mover, in contrast to trade, meaning that the balance of 
payments of countries are now different and have to be treated differently. Yet, the 
practical aspect of debt relief as a consequence of debt sustainability is focused on 
the current accounts of poor countries (Sachs 1995; Stiglitz 2010c). 

Ideas about assessing and dealing with unsustainable debt in an orderly way 
and according to universal criteria are clearly needed. The initiatives must be 
separate from strategies for dealing with immediate crises, and the focus must be 
wider than that allowed by empirical methodology.

6  Debt intolerance stands for the phenomena when low-income countries suffer debt crisis at 
relatively low debt levels if compared to the standard of advanced economies (UNCTAD 2009b, 3).
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III. Alternatives ways of thinking and 
doing debt sustainability

The standardized prescription of austerity policy as a means to correct the debt 
imbalances of a nation is not justified in the literature (see Blanchard & Leigh 2013; 
Herndon et al. 2013 for evidence casting doubt on these policy prescriptions). In 
addition, traditional debt sustainability assessments focus on mechanical, technical 
and empirical aspects. The experience of the post-World War II period in dealing 
with sovereign debt can be summed up in a few observations. The measurement 
of debt sustainability does not appropriately address the effects problem debt has 
on economic growth. Nor does it address its effects on human development, as for 
instance on poverty reduction, or, as we have seen in Europe, on the poverty that 
problem debt causes. Rather, as a rule, repayment of debt is prioritized over human 
rights and human dignity (see Council of Europe 2013 for how this takes place in 
Europe).7 The complexity of different types of debt is a warning for the analysis 
of external sustainability, in particular for drawing an analogy between it and 
calculations of sovereign debt (UNCTAD 2009b, 22). Further, it is worth repeating 
the importance of distinguishing between a temporary shock and endemic policy 
indiscipline as the root causes of problem debt (Wyplosz 2009, 21). If this is not 
done properly, it could mean that the roles of the composition of trade and current 
account imbalances are overlooked, as discussed earlier. Also, policy responses 
are ad hoc and reactive to a sudden crisis of sovereign debt. Finally, in Europe, 
debt relief packages and rescue loans have not only continued earlier established 
traditions, they have also reverted to the vocabulary of conditionality, abandoned 
over a decade ago in the low-income world.8 This use of conditionality is out of tune 
with the principles of democratic will promoted elsewhere, and among populations 
in indebted nations. Thus, the current methodological underpinnings leave out 
dynamic, long-term and historic factors, along with the international surroundings 
and context each nation faces in its own way. 

On the other hand, debt sustainability assessments include the possibility of 
a debt being labeled as unsustainable. The question then becomes how to deal 
with this debt. Given that problem debt appears and reappears if not regularly, at 
least with a degree of certainty, the task at hand is to develop some kind of orderly 
and just mechanism for dealing with debt. This normative task is best approached 

7  In addition to the Declaration of Human Rights articulating basic rights, subsequent documents 
of relevance are the International Covenant on Economic, Social and Cultural Rights (ICESCR) of 
1966 stipulating that states have the right and the duty to articulate national development policies 
to implement the fundamental rights and the texts of the UN indicating that every country has the 
sovereign right to freely dispose of its natural resources for its development. Of course, the full 
International Bill of Human Rights, adding the two covenants to the Declaration only entered into 
force in 1976.

8  Whereas the conditions attached to loans to low-income countries have been renamed and 
reframed often as ’partnerships’, the abandoned terminology of conditionality has resurfaced in 
Europe with the Euro crisis. Loans are granted on the condition that the borrowing nation fulfills a 
set of conditions listed by the EU commission, the IMF and the ECB.
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by way of first taking a look at the circumstances under which the contemporary 
system has developed. Three processes of policy practice have played in.

First, the initial policy response to problem debt in the Euro zone was similar to 
the series of crises that started in 1982 with the default of Mexico. In both cases, the 
crises were initially met as a problem of liquidity rather than insolvency. New loans 
were granted to pay back old loans. The Latin American crisis was in its fifth year, 
when Krugman (1988) introduced debt forgiveness and suggested that forgiving 
should be applied alongside financing. The debt crisis was now considered a crisis 
of insolvency rather than illiquidity. Soon after, Sachs (1989) took a step further by 
suggesting that debt reduction could create favourable economic incentives in an 
indebted country. In a way, dealing with debt has remained in this phase. Under 
the guidance and supervision of the IMF, ad hoc rescue packages are followed by 
ad hoc debt reductions.

Further, by the early 2000s, debt sustainability came to replace the concept 
of country risk (Cornford 2009). Whereas country risk focused on the risk of a 
borrowing nation defaulting on its loans, debt sustainability is a more vague 
concept. Importantly, by way of various debt relief initiatives conditional on debt 
sustainability, problem debt is now an entrance point for the creditor into the political 
decision making of the indebted economy. Debt sustainability − or the sustainability 
gap − became an official tool adhering to a larger context, as part of the toolbox 
promoting global governance. It became a matter addressed by development aid 
departments and ministries in donor countries. Without universal rules, problem 
debt and development aid remain labelled as charity, and not part of a rights-based 
system. 

Finally, what unites the situations of problem debt in Latin America, Africa and 
now in Europe, is that they have emerged as a result of the global financial order 
with its institutional frame dating back to 1944. This is because the principles drive 
each country to increase its exports at the expense of its neighbours, or competitors. 
But as noted, this is a zero-sum game. Consequently, we must introduce a wider 
perspective than that of a mere national budget-gap angle aiming at maintaining 
peace in the financial markets. From this perspective, today’s approach to problem 
debt is problematic for two particular reasons. First, the export compositions 
of nations differ and this brings with it the fact that, along with trends in global 
manufacturing, certain nations will always be favoured over others. Over time, the 
list of globally preferred goods is dynamic. Second, according to Keynes’ thinking, 
nations that successfully accumulate export surpluses simultaneously affect 
demand elsewhere in a negative way. A recent example is of course the German 
trade surplus, which has contributed importantly to the Euro crisis. 

In addition to the incremental institutionalization that these three processes of 
dealing with sovereign debt have led to, the general development of the thinking 
concerning debt must be brought forward. Debt constitutes of course an essential 
component of economics, be that in the economy of an individual or a household, 
a corporation, or of a sovereign nation-state. Acquiring debt is a way of securing 
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funding for investments in order to generate future profit. Following this, the natural 
assumption is that those who run up debt are responsible for repaying it (pacta sunt 
servanda). Yet, in the case of default, the idea of modern insolvency legislation and 
debt-restructuring proceedings no longer rests on the liquidation or elimination of 
insolvent entities. Instead, the aim is to remodel the financial structure of debtors 
who are experiencing financial distress in order to facilitate their rehabilitation 
and the continuation of their business. In market-based economies, the debtors’ 
rights are protected. From a moral vantage point, the indebted is provided with 
new incentives instead of being condemned to prison. From the economists’ angle, 
such a remodelling allows for the indebted to generate profits in the future. This 
profit benefits society as a whole through increased consumption and taxes and by 
potentially, or at least ideally, creating new workplaces. With regards to sovereign 
debt however, the system is more complicated. Legally, the government of a state 
enters loan agreements on behalf of its population. In the event of a default, the 
insolvent state cannot be liquidated, and the resources are not necessarily easily 
seized. Rather, the central legal tension is between the rights of the creditor to be 
repaid and the human rights of the indebted population. Without an international 
commonly negotiated framework, dealing with sovereign debt operates in a legal 
vacuum. What is equally disconcerting is that international debt forgiveness, or 
relief, is arbitrary as there is no automatic right to it, nor are there any universal 
rules: it is granted to some countries, but not others, for some types of debt, but not 
others (Raffer 2007, 247). 

A framework for sovereign insolvency proceedings is coherent with reasons for 
economic efficiency in terms of economic reasoning (Raffer 1990). That discussion 
is now taken further by shifting the focus to the responsibilities of the lenders. 
The present approach assesses a debtor country’s ability to service its financial 
obligations, but it says little about the consequences for human development (see 
Northover 2010).9 For instance, what level of debt is sustainable for countries 
where the vast majority of the population lives under a dollar a day (in low-income 
countries) or when the unemployment rate approaches 30 per cent (as in Spain 
in connection to the Euro crisis)?10 Civil society expresses reservations regarding 
the concept of debt sustainability. Eurodad (no date) states that the concept is 
flawed both on theoretical and practical grounds, and on a results-oriented level 
and instead, advocates a concept taking into account the resources the indebted 

9  Stephen Mandel treats the terms ‘debt sustainability’ and ‘debt repayability’ as synonyms, since 
they rely “solely on the capacity of a country to service its debts in terms of export earnings and (to 
a lesser extent) government revenue without regard to the demands on these resources” (2006, 5).

10  The debt overhang of the African continent, for instance, poses major obstacles to the region’s 
prospects for the necessary increased savings and investments, economic growth and poverty 
alleviation (UNCTAD 2004, 9). In parallel to the Euro crisis, in the East, Japan’s debt approached 
240 per cent of the size of its economy in 2012, and in the West, the US gross debt, by contrast, 
is a little over 100 per cent of its gross GDP (Sahadi 2012). Importantly, the IMF (2010), predicts 
that many of the rich countries’ debts are expected to reach 100 per cent of their GDP by 2014. At 
the same time, social unrest is deepening. Prognoses of decreasing economic growth add to the 
concerns.
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countries need to promote the eradication of poverty. Along similar lines, and picking 
up on the initial proposal by Raffer (1990; Raffer & Singer 2004, 109, 189, 194),11 
the New Economics Foundation supports the replacement of debt sustainability 
with a human rights approach, which protects a minimal standard of living for 
the people (Mandel 2006, 12).12 In addition to factoring political support into any 
debt sustainability assessment framework, the assessment must also include the 
average coupon on the debt, the amount of debt becoming due in the near future, the 
amount denominated in foreign currency, the country’s ability to deliver the political 
and economic adjustments it needs, and domestic debt (Roubini and Setser 2004, 
20). The principles of a fresh start, mentioned above in connection to the HIPC 
programmes, and equitable treatment should be understood in terms of human 
development (Herman et al. 2010b, 492). This means that debt restructuring should 
not only aim at facilitating economic recovery but at guaranteeing especially that 
the burdens of adjustment do not severely and adversely impact the disadvantaged 
in society (Herman et al. 2010b, 492). The NEF refers to the UN charter and the 
obligation by governments to provide a minimal standard of living for their people, 
and states that this obligation should come before any financial obligations to 
creditors. A universal framework would also transform the charity-based system 
of debt rescue packages into a rights-based framework based on just principles. 

Putting aside the discussions on the process of creating a framework for 
sovereign insolvency, the principles it would stand on and the format it would have, 
because these could be accommodated to some degree, the basic idea is to create 
a mechanism, perhaps a panel, for assessing debts claimed to be problem debts. 
The approach of dealing with debt according to peoples’ human rights under such 
a panel would bring about at least two changes. First, the sustainability of debts 
would be determined not by the creditors, but by a third party. This would not only 
meet the call that debt assessments should include experts from elsewhere than 
international financial institutions, themselves creditors and donors to the indebted 
nations (Wyplosz 2009). If properly implemented it would provide a position of 
legal equality for both creditors and debtors, with an independent judge, jury and 
executioner. Second, debts would have to be treated on a case-by-case basis. 
Different types of sovereign debt represent different types of vulnerabilites, the 
level and composition of debt and the interaction between public and private debt 
have not got the attention they merit (UNCTAD 2009b, 19, 20). Both the reason 
behind the debt build-up must be taken into consideration, as well as the dynamics 
by which the debts change shape – from private to public, for instance – and any 
attempt at measuring sustainability must include a thorough analysis of the causes 

11  Raffer has attempted to refer the measurement of debt indicators, or indicators of debt servicing. 
He suggests basing the index on the debt overhang, or debt due, rather than on payments made, 
see Raffer and Singer (2004, 176–7).

12  A human rights approach could be specified in terms of the right to food, the right to education, 
and the right to health (Cheru 2006, 42).
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of indebtedness (UNCTAD 2009b, 22). Such a panel could also respond to claims 
of debt being odious. 

In some cases, doubt will arise over the use of and procedure behind acquiring 
the borrowed funds in the first place and, consequently, some debt is claimed to 
be ‘odious’ and therefore not reimbursable. Odious debt was originally defined as 
debts that have been incurred by dictatorial regimes for their own benefit (absence 
of consent), and against the interests of the population of a state (absence of 
benefit), without its consent and with the full awareness of the creditor (credit 
awareness) (Sack 1927). Claims of debt being odious come under a different 
jurisdiction than debt acquired on economic grounds (see Sehm Patomäki 2011). 
A debt can be odious regardless of the economic state of affairs of the nation in 
question. An independent panel or mechanism could easily be set up to respond to 
claims pertaining to both jurisdictions. Dealing with debts in this way would update 
the global financial order, a novelty stapled to the broader goal of both economic 
efficiency and justice. It would also bring with it elements of justice, even elements 
of global justice in the way that creditors and debtors would deal with a third party 
institution or entity. 

Sovereign lending is based on the mere assumption that loans will be repaid. 
This assumption is largely based on the threat of markets punishing nations that 
repudiate or default on their debt. Yet, this threat has proven to be exaggerated, 
mostly because markets are forward-looking and concerned with the prospect 
of future winnings (Stiglitz 2010a, 48). Nations that default on their debt are not 
excluded from the market for forever, or even for very long. In contrast, their 
economic outlook is far better after restructuring. To illustrate, five years after the 
Russian default in 1998, its sovereign debt was upgraded to investment grade 
(Gorbunov 2010). Following the Argentinean default of 2001, its annual GDP 
growth rate averaged nearly nine per cent between 2003 and 2007 (Stiglitz 2011a). 
In Europe, Iceland, the only country that repudiated its debts is the nation that has 
emerged the fastest from the financial crisis. The question is not whether a country 
can default but how this is done and dealt with.13 The interest lies in justifying the 
declaration of default by the indebted nation and, then, how to base this declaration 
on unsustainable debts.

IV. Conclusion

This article makes a case for lifting debt sustainability away from its present place 
between external debt and GDP. Its new place should be between problem debt 

13  In reality, of course, the situation is more complex. The gun-boat diplomacy of the past has now 
been replaced with a more subtle creditor-dominated diplomacy. Soederberg (2005, 929) points 
out that what remains unchanged are the underlying relations of power in the international credit 
system. This does not, however, lessen the fact that sovereign defaults do take place, debts are left 
unpaid and the economic situation of a country generally takes a turn for the better only following a 
(sufficient) reorganisation of its debts. 
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on the one side and human rights on the other, where social and economic rights 
are respected and a minimal standard of living for the people is protected. This new 
place should be framed with the criteria for who decides when a debt is sustainable, 
and how this should be acted on. Because of the specific characteristics of 
sovereign debt, the alarm of default must be set by the debtor, not the creditor(s), 
and, given this, the decision of a nation to declare its default is always political, 
not economic. The economics of the matter is that the single creditor, and usually 
many altogether, is assumed to have a more restricted view into the overall financial 
and political situation than the indebted nation itself. The politics is that problem 
debt has developed into a state of affairs whereby creditors have control over the 
sovereign democratic will of the indebted peoples because, ultimately, a nation 
possesses immense resources to draw from in the form of taxation, privatization, 
savings and perhaps diversification of exports. Yet, it is for the national government 
to judge when the threshold of austerity measures is passed, or when it is politically 
unsustainable. A debt’s sustainability is a highly political assessment that cannot 
be confined to economic parameters, or costs, alone. When a country faces high 
unemployment levels and its education and social systems are run down because 
of lack of funds, it is time for the government to listen to the street protesters and 
declare its debts unsustainable. 

Such a way of dealing with debt suggests that an adequate analysis of problem 
debt must be done separately for each nation and by each nation itself. The different 
forms of debt, the history behind how they have been aquired and indicators of 
the country’s resources must be taken into consideration. The complexity of the 
excercise suggets that one is hard-pressed to find a standard or uniform formula. 

The process of assessing debt sustainability is still incomplete. The process 
should be simple for it to be transparent, yet it should be unique to allow for nation-
specific situations to be taken into consideration. This means that it cannot be a 
routine procedure adhering to a standardised formula. 

Finally, as these considerations and conclusions suggest, even the best 
possible design of debt sustainability – or debt (in)tolerance – is bound to be unable 
to prevent defaults by nations. The international financial system must be updated 
with a debt resolution mechanism. The putting in place of such a mechanism would 
provide nations with the opportunity to deal with their debts in an orderly way. 
Meanwhile, debt sustainability must be carefully thought through. This is because 
without a clear concept of debt sustainability, such a mechanism is partial, at best. 
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Expert, Stakeholder or Just Politician?
New Roles of European Central Bank

Klaus Tuori
University of Helsinki

The financial crisis has put many of the European actors in situations where they 
have been able or even forced to take new roles. The constitutional issues involved 
have mostly been tackled at a relatively superficial level if at all and only by experts. 
Most of the actions that have created new roles have been based on more or less 
ad hoc decisions. It is already visible that while many of these decisions have not 
resulted in their intended consequences they have had a broad list of unintended 
and unforeseen consequences. In this paper, I will concentrate on the European 
Central Bank (hereafter ECB when referring to either the ECB or the ESCB as it is 
the decision-making body for both). It is naturally only part of the complex financial 
and institutional set-up involved in the financial crisis. However, it is also one of the 
clearest examples of the constitutional drift in roles and also a potentially unfortunate 
example of the unintended constitutional and other consequences of these ad hoc 
decisions. I will first discuss the original intended constitutional position of the ECB 
as defined by the constitutional principles of the economic and monetary union. 
Second, I will discuss the three potential roles of administrative bodies: expert, 
stakeholder and politician. I devote some special attention to the demarcation lines 
between the roles before turning to the new roles of the ECB. Finally, I will discuss 
these new roles from the constitutional law and control perspectives. It should not 
come as a surprise that constitutional control mechanisms envisaged for a limited 
expert role are hardly sufficient for the roles of a stakeholder or a politician. This 
also has implications for the democratic legitimacy of the institutions involved, the 
issue with which I will end my paper. In order to avoid misunderstandings, I am not 
proposing some specific model for the common central bank nor am I claiming that 
the current model is value free and based on purely scientific rationales. It clearly 
is not. However, discussions of the economic and political rationales and merits 
of various central banking models are totally outside the scope of this paper. I am 
simply taking the constitutionally stipulated model as given and trying to assess what 
kind of roles it equipped the central bank with from the point of view of constitutional 
control and legitimacy. To the extent that these roles are not deemed sufficient, the 
main route to remedy the situation should be Treaty changes. 
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I. Constitutional boundaries of the ECB

The constitutional boundaries for the common monetary policy and the ECB can be 
derived mostly from the legal provisions of the Maastricht Treaty that was signed in 
1992. The Treaty changes thereafter have not touched upon the legal or institutional 
set-up of the common monetary policy. However, the legal provisions need to be 
complemented by other relevant material in order to become understandable as 
a functional whole, a consistent set of constitutional principles. These materials 
include the general economic constitution and economic constitutionalism, the 
influence of the German Bundesbank as a model for the common central bank 
and the consensus on monetary economics that started to emerge from the late 
1970s onwards until the finalisation of the Maastricht Treaty in the early 1990s. 
However, a thorough analysis of the underlying economic, historical and political 
issues shaping the ECB’s constitutional position is not the purpose of this paper. I 
will limit myself to explaining the basic legal material and direct interested readers 
to my earlier work on the subject.1 On the basis of an assessment of the Treaty 
stipulations and the three sets of sources for legal analysis, it is possible to draw the 
key stylised facts concerning monetary policy and the key constitutional principles 
covering monetary policy and central banking in the EMU. 

Price stability plays a fundamental role

Price stability penetrates all provisions of the Treaties on economic policy. It plays 
a more prominent constitutional role than is the case with any other central bank. In 
the new consolidated Treaties, “provisions relating to the European Central Bank…
are set out in the Treaty on the Functioning of the European Union (TFEU)”, but 
still in the new Treaty on European Union (TEU) it is mentioned as an objective in 
Article 3.3 that “the Union shall…work for the sustainable development of Europe 
based on balanced economic growth and price stability, a highly competitive social 
market economy, aiming at full employment and social progress.” The objective of 
the Union is sustainable development based on both balanced economic growth 
and price stability. Even at the Union level price stability is not a means to achieve 
economic growth but is rather a parallel means to full employment and social 
progress. This prominent role of price stability is closer to the fundamental ordo-
liberal view of price stability as part of systemic choice and as a means to achieve 
social equality than it is to the more instrumental role of price stability in the anti-
inflationary economic paradigm. 

 As regards EU Economic and monetary policy, the same fundamental emphasis 
continues. In Article 119 of TFEU indent 3 stipulates that “the definition and conduct 
of a single monetary policy and exchange-rate policy the primary objective of both 

1 For example, in Tuori 2013.
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of which shall be to maintain price stability”. Hence both the exchange-rate policy 
of EU Council (Ecofin) and the monetary policy of the ECB are supposed to have 
price stability as the primary objective. Furthermore, all economic and monetary 
policy activities “shall entail compliance with the following guiding principles: stable 
prices, sound public finances and monetary conditions and a sustainable balance 
of payments.”(Article 119.3).

Concerning monetary policy and the ECB in particular, it is made very clear 
in Article 127 of the TFEU that the “primary objective of the European System of 
Central Banks (hereinafter referred to as ”the ESCB”) shall be to maintain price 
stability. Without prejudice to the objective of price stability, the ESCB shall support 
the general economic policies in the Union with a view to contributing to the 
achievement of the objectives of the Union as laid down in Article 3 of the Treaty on 
European Union.” The provision is repeated in the statute of the European System 
of Central Banks and the European Central Bank. 

Smits points out that the primary role of monetary policy had fundamentally 
the same formulation in the draft of the Committee of Governors.2 It therefore 
also shows how central banks (the Bundesbank) wanted to be objectivised at the 
constitutional level. Central bank governors must have been forced to perform a 
balancing act between a very clear and unconditional objective and the ability to 
have more discretion in formulating their own objective in an ever changing world. 
The fact that a more one-sided objective was chosen and at a higher constitutional 
level than is normally the case with central banks, was the result of a German 
demand based on their more fundamental anti-inflationary background.3 It shows 
how stable prices are seen as part of the economic and social system choice 
rather than a question of economic optimisation and empirical research that needs 
to be revised when new evidence arises. For example, the statutes of the Federal 
Reserve System in the US or the Bank of England provide a less fundamental role 
for price stability.

Prohibition of public financing

The TFEU and the statute of the ECB make it clear that monetising public sector debt 
should not be an option in any event. Article 123 of the TFEU states that “overdraft 
facilities or any other type of credit facility with the European Central Bank or with 
the central banks of the Member States in favour of Union institutions, bodies, 
offices or agencies, central governments, regional, local or other public authorities, 
other bodies governed by public law, or public undertakings of Member States shall 
be prohibited, as shall the purchase directly from them by the European Central 

2 Smits 1997, 180–181. The Committee of Governors was an EU organ composed of central bank 
governors that prepared the draft statute for the proposed EU central banking system.

3 For a thorough description of the discussions, see James 2012, chapter 6–8.
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Bank or national central banks of debt instruments.” This is further elaborated in the 
ECB’s statute in article 21. Defining when to apply Article 123 was made by Council 
regulation,4 with the main emphasis on clarifying the process towards stage three 
of EMU. The regulation also pointed out in the preamble that “purchases made on 
the secondary market must not be used to circumvent the objective of that Article”.

The background for the prohibition is very clear. The history of central banking is 
full of examples where monetising, that is, financing government with the issuance 
of paper money, has led to the collapse of the currency or at least excessive 
inflation.5 Hence, the most important reason from the monetary policy perspective 
is to protect price stability, that is, achieving the primary objective.6 This need for 
protection could be seen directly by maintaining central bank control over the 
money supply but also indirectly by reducing central incentives to create surprise 
inflation to reduce the real value of accumulated government debt. 

In the European context, the prohibition has another role as well. It should 
protect Member States from accumulation of debt by the ECB and also protect 
the non-bail out clause of the TFEU (Article 125). If national central banks were 
allowed to continue or start practices where they could finance governments at any 
level, it would ultimately lead to assuming liability at the Eurosystem level.7 In this 
regard, the provision also aims at imposing market discipline on Member States, 
so that they cannot rely on privileged access to national central bank financing or 
to financing by credit institutions (Article 124).

One of the difficulties concerning the prohibition of public financing comes from 
the fact that central banks may need to use government bonds as instruments in 
the conduct of monetary policy. Government bonds are normally the largest, most 
liquid and safest asset class in a modern economy. Hence, there are a number 
of areas where using them has strong efficiency arguments. For example, using 
government bonds as collateral for monetary policy operations is a norm in central 
banking. The balance struck in Maastricht was based on a strict prohibition of 
purchasing bonds directly from governments, signalling that a creditor role towards 
governments was outside the scope of the common central bank. This was 
further elaborated in the associated regulation pointing out that it should not be 

4 Regulation 3603/93.

5 Issing 1998, 54–55.

6 Committee of Governors (Document 1669/1670), 25, according to Smits 1997, 289.

7 The ECB has also been very explicit on the prohibition. A legal Opinion (CON/2008/46) states: 
“The monetary financing prohibition, as defined in Article 101 of the Treaty, is essential to ensure 
that the primary objective of monetary policy, namely to maintain price stability, is not impeded. 
Therefore, the prohibition must be interpreted extensively in order to ensure its strict application. 
It is noted that, under Article 237(d) of the Treaty, the ECB is entrusted with the task of monitoring 
the compliance of the NCBs with the prohibition on monetary financing and, as pointed out in a 
recent opinion, it is important, in the case of emergency liquidity assistance supported by a State 
guarantee, to provide for appropriate legal safeguards in terms of central bank independence and 
compliance with the monetary financing prohibition.”
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circumvented via purchases from the secondary markets. Hence, the ECB should 
not have any role in financing Member States. 

Independence of the central bank 

The independence of the ECB (and also the ESCB) is one of the key elements 
of the common monetary policy framework. In the Treaty, this independence is 
safeguarded in a number of ways. Most importantly, according to Article 130 of 
the TFEU, neither the ECB nor NCBs “shall seek or take instructions from Union 
institutions, bodies, offices or agencies, from any government of a Member State 
or from any other body.” Similarly Union institutions and Member States should 
“respect this principle and not to seek to influence the members of the decision-
making bodies of the European Central Bank or of the national central banks in the 
performance of their tasks.”

In addition to this relatively general statement of independence, the TFEU 
and ECB Statute contain a number of provisions that are meant to safeguard 
independence. These include provisions for a special audit procedure, terms of 
office and other working conditions of the Executive board and members of the 
Governing Council. 

The area of independence is one of the key examples where the requirements 
coming from the (ordo-liberal) European economic constitution, the Bundesbank 
template and the economic consensus of the late 1980s happened to be mutually 
reinforcing at the time of the Maastricht Treaty. As explained in the previous chapter, 
a major development occurred in academic economics towards advocating central 
bank independence. This development was not by any means limited to the EU or 
European central banks. 

Central bank independence and the detachment of monetary policy from other 
parts of national economic policymaking was also one of the reasons facilitating 
EMU. Countries that previously considered monetary policy as part and even a 
subordinate part of national economic policy had been forced to give central banks 
independence in order to facilitate balanced economic development. Hence, for 
national economic policymakers, monetary policy was already “lost” even before it 
was transferred to the EU level.

Advancing and respecting the principle of an open 
market economy with free competition

Article 119.1 TFEU on economic and monetary policy emphasizes free competition 
by stating that “the activities of the Member States and the Union shall include…
the adoption of an economic policy which is…conducted in accordance with the 
principle of an open market economy with free competition”. The same is then 
repeated in article 127 on monetary policy with the addition of the phrase “favouring 
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an efficient allocation of resources”, which is then repeated in Article 2 of the statute 
on the objectives of the ESCB. 

This strong emphasis on an open market economy and free competition in 
all the actions of the common economic and monetary policy and particularly 
the actions of the ECB can hardly be questioned. Without engaging in debate on 
whether the Community is based on the assumption of one type of economic order 
over another, it is without doubt that the ECB has to obey a market economy based 
economic rationale in its own actions.8 In this regard, it could be stated that while 
the European economic constitution might still be interpreted in a neutral as well 
as in a more ordo-liberal way, the monetary policy part seems to be highly ordo-
liberal. 

What this means in practice is that the ECB should cross-check its decisions 
and objectives with the principles of a free competition-based market economy. 
This is particularly important with regard to the operational framework of the 
ECB. It should be designed in a way that has a minimal effect on the functioning 
of the free market economy.9 There were indeed a number of elements in the 
design of the ECB operational framework that could be partially explained by 
strict adherence to market principles. For example, the minimum reserve system 
is not fundamentally a market-based system as it is based on obligating market 
participants to make minimum reserve deposits in central banks. In the case of the 
ECB, it was decided that minimum reserve proportions should be kept relatively 
low and more importantly that they be fully remunerated. Somewhat paradoxically, 
this reliance on minimum reserves came directly from the Bundesbank template, 
but the ECB decided to be more market-oriented than the Bundesbank by having 
low, uniform and remunerated minimum reserves.10

Quite similarly, the main tool for implementing ECB monetary policy is the 
weekly auction. As soon as it was deemed possible, these weekly auctions were 
made as short as possible and with variable rate tenders instead of fixed rate 
tenders in order to have limited impact on the market mechanism.11 

A key element of this conformity of actions with free market principles is 
the provision that ECB lending should be based on adequate collateral. For an 
institution that by nature thrives on being in a position to lend to the banking sector, 
it is of the utmost importance that lending is safe. This is even more so because 
ECB lending aims at controlling liquidity conditions in the banking sector rather 
than at a commercial profit through an adequate pricing of risk. Indeed, the fact 
that the ECB does not in principle take any margin on its regular lending activities 

8 Smits (1997, 190–91) reached the same conclusion. 

9 This is also stressed by the ECB in The monetary policy of the ECB. Frankfurt: The European 
Central Bank, 2004, 72. 

10 Issing 2008, 120–122.

11 For example, in Issing (2008, 122–130) there is a good description of the decisions and early 
evolution of the ECB operational framework 
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makes it clear that lending should be as safe as possible. Otherwise lending would 
be a subsidy to the receiving bank and hence against free market principles. In 
the operational framework as defined by the ECB, the safety of lending is based 
on two principles. Firstly, this lending is to credit institutions that are supervised by 
national authorities and secondly lending is based on adequate collateral. In order 
for losses to occur, both the receiving bank must fail and the collateral must lose at 
least something of its value. 

A role limited to achieving pre-defined objectives and 
excluding areas needing political value judgements

The Treaty is very clear in allocating objectives and related tasks and mandates to 
the ECB (and Eurosystem). Apart from the primary objective and tasks enumerated 
in the Treaty (and repeated in the statute), the ECB is given very little leeway for 
expanding its role even with the consent of the Council. The most telling example 
relates to prudential supervision, which has often been part of the central bank 
mandate. Firstly, all explicit deviations or additions to the tasks of the ECB have 
been made very difficult. For example, conferring special tasks in the field of 
financial supervision of credit institutions requires a unanimous decision by the 
Council, and consultation with both the European Parliament and the ECB (Article 
127.6 of TFEU). Even this procedure does not allow similar tasks with regard to 
insurance undertakings. This shows that there are very strict barriers to expanding 
the tasks (and hence the mandate) of the ECB.

Secondly, it could be argued that the European economic constitution, in particular 
in its ordo-liberal reading, would limit the role of independent administrative bodies 
to pre-defined tasks that can also be controlled by judicial means. If it is seen that a 
given function is best organised as a non-democratic expert function, then it can be 
allocated to an independent expert organisation. As argued earlier, the assumption 
that monetary policy is such a function is indeed a key assumption behind the role of 
the ECB. Without taking a stance on whether that assumption is correct, it should be 
clear that it does not allow for any tasks to be transferred to an undemocratic body if 
that body does not fulfil the same assumption. Furthermore, it could be argued that 
original ordo-liberal thinking would also avoid any concentration of power, be that 
public or private: hence the preference for independent expert organisations with 
very clear tasks and mandates. In the case of the Bundesbank, it was also seen 
as part of the institutional arrangement that its tasks and objectives were relatively 
limited. That always made it clear what the primary task of the Bundesbank was. 

Another corollary of the limited role of the ECB is that it clearly excludes any 
role for redistributive elements in ECB policy, which has also occasionally been 
acknowledged by the ECB.12 This is obvious from the limited budgetary resources 

12 Speech by Trichet 2009.
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given to the ECB, but more fundamentally it stems from lack of a mechanism to 
make political value-based decisions. 

Defined strategy and operational targets

It might be considered somewhat surprising to find that a predefined strategy and 
operational targets could be seen as a constitutional principle. The enhanced 
importance of a pre-defined strategy in the case of the ECB stems from two 
sources. First, a defined strategy has an elementary role in the accountability of 
the ECB. With very limited means of controlling and making the ECB accountable, 
forcing the central bank to announce strategy beforehand gives some kind of point 
of reference. If there were no strategy or intermediate targets, it would be very 
difficult to say whether the ECB had performed according to its objectives and 
tasks or not. Public ex post hearing in the EU Parliament would easily become 
formalities and more direct accountability toward the people of the euro areas 
would be absent. Second, the Bundesbank was the first major central bank that 
started to define its strategy and (monetary) targets. A pre-announced strategy and 
intermediate targets played a very important part in the institutional set-up of the 
Bundesbank, as it facilitated the de facto independent role of the institution as well 
as public respect. Indeed, it probably created the perception that the Bundesbank 
was primarily accountable to the people of Germany rather than to the government. 
This was achieved by announcing its strategy and targets in advance and providing 
explanations afterwards if and when they were not achieved.13 Price stability has a 
fundamental role not only for the ECB and the Eurosystem but for the EU’s economic 
policy framework as a whole. There was no discretion left in the formulation of 
the primary objective, which shows how stable prices are a fundamental part of 
the economic and social systemic choice rather than just a question of economic 
optimisation based on narrow theoretical and empirical research. Hence, there are 
no situations where the ECB could compromise the primary objective or balance it 
with other objectives.

III. The main roles of the administrative 
organs (economic-political institutions)

In the following, I will explain the three main theoretical concepts I intend to use 
in order to analyse activities of central banks. These are the roles of an expert, 

13 The Bundesbank had so-called monetary targets, that is, targets for the growth rate of some 
monetary aggregates. For the credibility of the institution, it seemed to be less important to achieve 
the targets than to have them in the first place. Accountability is enhanced by the aim of achieving 
targets and by the need to explain why they were not achieved. 
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stakeholder and politician. They are hardly exclusive to central banking or even 
economic governance more generally. The theoretical concepts have a direct link 
to general governance theories at the national and transnational level. Hence the 
present legal study could draw on the legitimacy theories developed on those 
broader and more advanced areas of scientific inquiry.14 The term role is here meant 
to include a relatively wide set of elements, for example, the type of processes and 
information that are used, formal position as well as control and accountability 
techniques. 

Expert

In economic constitutional thinking, the concept of an independent expert is very 
important and the role of an independent expert is pivotal in a number of key areas 
concerning the actual conduct of the economic constitution. There is hence a 
crucial difference between an expert, a stakeholder and a politician, respectively.

 At the general level, the role of an independent expert has two pre-
conditions. First of all, there needs to be a strong belief that an expert is best suited 
to perform a given task in a society. Normally the type of function performed by an 
expert requires a specific kind of knowledge that is cumulative in an organisation. 
The elementary, main substance of the function also needs to involve applying 
scientific or quasi-scientific tools and information to specific cases. As is clear, 
modern societies are full of expert functions that are performed by publicly 
funded or organised organisations. As a rule, these functions are organised under 
ministries or in separate bodies with at minimum some top-level political control. 
The second, and more specific, pre-condition is the requirement to perform the 
task independently from outside influences, particularly political influences. In 
practice, an expert can often be and is expected to be independent. An expert 
does not need to or is not assumed to take into account issues outside his/her 
given field of responsibility. The input information is solely defined by the “scientific” 
needs of the process. However, the practical independence of an expert should 
not be mixed with the intentional or even formal independence of an expert. In the 
latter case, there is a perceived possibility or risk of political intervention, which is 
seen as harmful. Hence, a truly independent expert organisation should not take 
orders or even receive advice from, for example, political organs. In this regard, 
a formally and intentionally independent organisation is always an exception and 
hence needs strong specific reasoning to argue for its position. 

The purest examples of independent expert bodies include courts and competition 
authorities. In the case of the courts, the fact that they were given a constitutionally 
protected independent position is a surprisingly recent development.15 However, 

14 See, for example, Losada 2012 or Habermas 1961.

15 See, for example, Hayek 1960, 168–173
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nowadays it is obviously one of the elementary principles of the Rechtstaat that 
legislative, executive and judicial powers are separated. And even the much 
debated blurring between the roles of the executive and the legislative in the EU 
context has kept the independent expert position of the courts intact.

To assign competition authorities the role of an independent expert is an even 
more recent phenomenon. It is a particularly European or more precisely German 
ordo-liberal notion that the function of a competition authority is of elementary 
importance in maintaining the proper functioning of the economic system and 
ultimately a liberal society.16 In order for the competition authority to perform 
this important function it needs both a high level of expert knowledge and full 
independence. Without expert knowledge it is not able to apply its very specific 
rules to varying type of situations in a coherent manner. Independence must be 
guaranteed as the economic interest involved could be such that they would risk 
taking over the political system with harmful consequences for the economic 
system but more fundamentally also for the political system.17

The means to safeguard the independence of an expert are mostly legal and 
even constitutional. The most straightforward means to create a protected field 
of operation is to stipulate it in a written constitution. However, it is by no means 
the only one. Societies with longer tradition can have unwritten constitutional 
norms (England is the prime example). In addition, a protected independent expert 
position can also be achieved with the popular support of the people as was the 
case with the German Bundesbank, the notoriously independent German central 
bank. In the same vein, if an organ does not gain public support for its role and 
actions, its independent position will increasingly become more difficult to maintain 
in the longer term, even if it is formally protected in the constitution.

Hand in hand with an independent expert role is the constitutional control of the 
agent acting in that role, and the accountability of the independent institution. The 
control mechanisms for independent experts need to be designed in a specific way. 
On the one hand, control mechanisms should be such that they do not effectively 
remove the independence of the expert. On the other hand, they should make 
sure that the expert does not misuse the discretion he/she has been given. There 
needs to be effective juridical control of these activities, which is considerably more 
complex to organise than would appear at first sight. Actions must be such that 
they can be exposed to judicial scrutiny, which also demands that the underlying 
issues are such that there is a possibility to make straight-forward and rule-based 
judgements on them. In addition, there needs to be effective possibility and even 
responsibility to start legal proceedings against an independent organisation if 
there is any serious chance of it failing or exceeding its mandate. 

16 Of course, one should not underestimate the importance of the US tradition that facilitated the 
implementation of a German competition authority after the war.

17 This refers to the ordo-liberal nightmare of an interest group society that is well described, for 
example, in Eucken 1950/52. 
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In addition to judicial control, the second and possibly the most important means 
of control is accountability through the transparency and publicity of its activities. 
This again has more to it than would first appear. Actions need to be taken in forms 
that allow for effective transparency, not full publicity as such.18 Indeed, many of 
the functions that are assigned to independent experts are of such a nature that it 
is deemed that full publicity would not serve the best interests of the society, but 
that should not be misused to prevent the transparency of the institutions’ activities. 
It simply puts additional pressure on the institution to find effective ways to be 
accountable. Transparency is often deemed necessary for an institution to achieve 
its aims. It both facilitates public support for its activities and helps to guide the 
activities of the institutions’ addressees in the desired direction without recourse to 
more coercive means.

Stakeholder

There is a hint of arbitrariness in making a strong distinction between the roles 
of an expert and stakeholder. However, for the purpose of my analysis, the 
distinction is very important, because it is used to describe how influences other 
than “science”-based information force their way into the decision-making process 
of the independent expert. A stakeholder is commonly defined as a party that is 
affected by the outcome of decisions or events, and hence has something at stake 
in the process. Generally speaking this is not perceived as good or bad as such. An 
elementary part is that the driving forces of stakeholders are such that they have a 
vested interest in a given outcome. Indeed. A stakeholder’s influence can be seen 
as complementary to democratic legitimacy particularly in some areas of economic 
governance.19 

A stakeholder is different from the owner of the process. Broadly defined an 
owner is the core beneficiary of or responsible body for the process. For example, 
the ECB is the owner of issue of price stability in the euro area. In addition, price 
stability has a number of other owners as it has been assigned as an objective for 
EU economic policy. Furthermore, price stability has a broad list of stakeholders as 
public support by the people and companies in Europe is considered fundamental 
for price stability to upheld its position and to be achieved at a low social cost. 

Stakeholder-analysis is commonly looked at the owners or initiators perspective. 
The aim of the analysis is to reveal what important parties could and would be 
needed to be engaged in the project. It can also be used to define strategies or 
shorter term tactics on how to increase the likelihood of getting key actors behind 

18 Issing 2005, 65–83.

19 Losada 2012, 4–5. 
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a desired action or outcome. Taken from a completely different field,20 the matrix 
below is a simplified representation of how to classify potential parties by using two 
variables: the power of the stakeholder and the level of interest of the stakeholder. 
Obviously, a more accurate real life matrix would have more dimensions and more 
options within the dimensions with a loss of graphical simplicity.

Table 1. Stakeholder Matrix

An independent expert is normally not a stakeholder in a process. He/she is 
the owner of his/her own process, where he/she obviously needs to keep all the 
relevant stakeholders onboard. Using the table above for competition authorities, 
he/she needs to keep high-level political powers satisfied and the broad public 
involved with the provision of information about his/her activities and their positive 
impacts. In the case of the ECB, one could argue that it needs the support of the 
other economic agents in order to be able to perform its duties and hence needs 
to keep them satisfied to some extent. It also needs to keep the man on the street 
informed about its aims and also about the success it has had in achieving these 
aims. The Bundesbank has been considered particularly skilful in this respect, as 
it managed to convince the German public that monetary stability and the post-
war wirtschaftswunder were linked to and facilitated by a strong and independent 
central bank.

For the purpose of this analysis, the issue is whether the owners of some other 
processes have been able to engage the ECB as a stakeholder in their processes. 
There are at least two main suspects that I will discuss in the next section: (a) has 
the ECB become a stakeholder in the financial stability of the euro area banking 
system or even in the profitability of individual institutions and (b) has the ECB’s 
deep involvement and also financial exposure to single Member States deprived 
it of its ability to act as an independent expert vis-à-vis a Member State’s fiscal 
situation? In other words, has the independent expert role of the ECB become 
questioned by the potential roles of stakeholder in either euro area banking sector 
solvency or in Member States’ public finances or in both?

20 For example, the State Services Commissioner of New Zealand (see <www.ssc.govt.nz> and 
also the Department of Sustainability and Environment in Australia (see <www.dse.vic.gov.au> use 
this matrix to design Engagement Plans for their projects. 
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Politician

The role of politician refers to an actor that makes political decisions, which for the 
purpose of this analysis have a few crucial features. First of all, political decisions 
contain value judgements. They are decisions that shape societies and give 
expression to their views on a broad range issues that by definition do not have a 
“scientifically” proven correct single alternative. In a democratic society, delegating 
value judgements to administrative organs, let alone independent authorities is 
highly problematic. Administrative organs obviously give physical appearance to 
those value decisions in individual cases, but should have only limited discretion in 
the actual formulation of such decisions concerning values. 

Second, at the core of political decision-making is determining how the tax 
burden is shared and how the proceedings are spent. For example, the German 
constitutional court has emphasised that parliament’s budgetary power is a core 
element of Germany’s self-representation.21 The contrary argument should make 
it clear. If we assume that any group of people was be subjected to unlimited 
financial liabilities without any say on the issue, we would use words like slavery 
or dictatorship rather than democracy. Indeed, in a modern liberal society, the 
majority of the self-representation of a nation takes the form of deciding about public 
expenditure and the allocation of the financing burden of the aggregate expenditure. 
That also includes the allocation of financing burdens between generations. The 
link between democracy and taxation is also reflected in the classical “no taxation 
without representation” slogan initially used by the Thirteen Colonies’ spokesmen. 

Thirdly, the role of politician includes an assumption that there is some kind 
of process to decide between conflicting views in an organised and, hopefully, 
open manner. The conflicting views should represent those of the people and the 
decision-making process should have some direct or indirect input from the people 
at best on equal terms. Here one elementary feature is that the process does not 
necessarily anticipate or have preconditions for the type of issues that can be 
tackled.

One could obviously start from a different perspective by taking political decision 
making as the basis for all public decision making and see them as acts of self-
representation of a given population or a state. Then all the deviations from the 
political role should be seen as exceptions to the rule that would require specific 
reasons. However, it is quite unlikely that we would have very different results if the 
procedure was reversed. For the purpose of my analysis, I find it more fruitful to 
focus on the core elements of the political role in order to find as much undisputed 
ground as possible.

The constitutional requirements for the political process are manifold and 
depend on the specifics of a given system. Without being exhaustive, I could 
mention that it needs to have continuous input from the people, and if that takes 

21 BVerfG, 2 BvR 987/10, 7 September 2011
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place via representative democracy, the mandates need to be renewed at relatively 
constant intervals. Obviously, for the EU there is the vast number of theories 
assuming various democratic input mechanisms, either through the EU parliament 
or through the Member States’ own democratic processes. 

IV. The new roles of the ECB

I have discussed the actual measures taken by the ECB elsewhere more 
thoroughly.22 In order to focus on the major substantive constitutional issues, I 
will only describe the stylised facts of the most interesting new type of actions by 
the ECB. They can be put into two groups according to the main concern of the 
action: actions concerning financial market crises and actions over fiscal crises. It 
is somewhat arbitrary to draw a line between these two types of actions, as many 
of the measures by the ECB since early 2010 could be explained by either form of 
crisis, which furthermore have become increasingly interlinked.

The broad list of action during the peak of the financial market crisis circled 
around means to resist the falling liquidity of the banking sector. Firstly, with the 
extensive expansion of the list of eligible collateral and the resulting variability in 
asset quality, the ECB has potentially become more exposed to the profitability 
variation of the banking sector. Obviously, this is also demonstrated by the fact 
that the ECB’s total exposure towards the banking sector has increased from appr. 
200 bln in mid–2000, and from 480 bln in mid–2007 to more than 1,400 bln as 
of the end of September 2012. While all this expansion, with the exception of the 
so-called Emergency liquidity assistance (ELA) by some national central banks, 
has nominally been simply liquidity provision and has as of now resulted in very 
marginal actual credit losses, it cannot be denied that the ECB has become a major 
stakeholder in the euro area banking system. This was further expanded with the 
creation of the European Systemic Risk Board under the organisation of the ECB,23 

which made the explicit distinction between monetary policy and supervisory policy 
responsibilities less clear and opened the door for further involvement of the ECB 
in the support operations of the financial sector, which are currently discussed 
under the heading of banking union.

The case with the link between the banking sector and the central bank is 
generally not very simple and straightforward. Modern central banks have always 
had close ties with the banking sector.24 Banking sector is the main channel through 

22 Tuori 2012. 

23 Regulation (EU) No 1092/2010 of the European Parliament and of the Council 24/11/2010 on 
European Union macro-prudential oversight of the financial system and establishing a European 
Systemic Risk Board (the ‘ESRB Regulation’), and Council Regulation (EU) No 1096/2010 of 
17/11/2010 conferring specific tasks upon the European Central Bank concerning the functioning of 
the European Systemic Risk Board.

24 The US Federal Reserve was even initially founded to support banking sector liquidity.
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which central banks try to influence the supply of money and the liquidity condition 
of the financial system more generally. In the case of the ECB, the banking sector 
was intentionally made to be a debtor towards the ECB. This was guaranteed by the 
minimum reserve system, which forced banks to make minimum reserve deposits 
at their national central banks.25

Notwithstanding, or even because of, these close and substantial ties between 
banks and central banks of the ESCB, there was supposed to be a very clear 
distinction between the banking sector and the ECB. In real terms, the ECB was 
not supposed in any event to be involved in the provision of solvency support to the 
banks (i.e. capital support). Hence all the lending was to take place only against 
sufficient collateral and have short term maturity as a rule. The demarcation line 
between allowed liquidity support and prohibited solvency support is somewhat 
unclear en ante. And even ex post, it is possible that fully justified liquidity support 
results in credit losses and hence actual solvency support, and vice versa. This 
notwithstanding, the principle is very clear. No such situation should arise, where 
the ECB needs to concern itself with the fact that its monetary policy action might 
result in its own capital being eroded through losses incurred by banks. If however 
that did occur, the ECB would have become a stakeholder in banking sector 
profitability, which would be directly against the constitutional principles mentioned 
earlier.

The main actions of the ECB with regard to the fiscal crisis could be summarised in 
three groups. The first group consists of verbal interventions and other involvement 
in drafting the rescue plans of the Member States facing fiscal challenges and also 
in controlling the implementation of those plans. The involvement has exceeded the 
more traditional practice of commenting on the fiscal policy stance and even more 
often on fiscal sustainability, which was also part of the ECB’s approach from the 
start. Before the Greek situation, the ECB refrained from commenting on individual 
Member States and made sure that it did not get involved in the actual fiscal policy 
discussions of individual countries. However, as the Greek fiscal situation became 
worse and the country was being excluded from credit markets, the ECB became 
heavily involved in the rescue operations of Greece and of some Member States. 
The governor of the ECB Mr Trichet was also insisting that Greece was not allowed 
to default on its debts.

Second, the ECB changed its collateral policy for Greece and most likely 
engaged in large scale liquidity creation at abnormally long maturities to encourage 
market participants to invest in higher-yielding government bonds. Third, and most 
controversially, the ECB started its Securities Market Programme (SMP), that 
is, it purchased the government bonds of the countries facing fiscal hardships. 
The programme has been justified by monetary transmission arguments, which, 

25 See, for example, Monetary policy transmission in the euro area, a decade after the introduction 
of the euro. ECB Monthly Bulletin article, May 2010, and also Guideline of the ECB of 20 September 
2011 on monetary policy instruments and procedures of the Eurosystem (recast) (ECB/2011/14) OJ 
L 331, 14.12.2011.
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however, have raised more questions than provided convincing explanations.26 The 
claim is that there has been some sort of renationalisation of money and capital 
markets in the euro area with the result that monetary transmission differs between 
areas of the euro area. Most crucially, this differentiation could be fought by 
purchasing the government bonds of the troubled Member States. The programme 
was activated in May 2010 and closed by the end of Autumn 2012 with a total 
exposure of somewhat more than 200 bln euros. It has been replaced by the 
Outright Monetary Transactions programme that was announced in August 2012, 
which is similar to a large extent but makes conditionality and the link to adjustment 
programmes conducted by the euro area Member States by the EFSF/ESM a more 
explicit part of the programme.

How should these new ECB roles be assessed? It could be claimed that the 
safeguards that were designed for the ECB in the Treaty and also carefully respected 
in its initial operational framework have been eroded by its own decisions during 
the crisis. In the Treaty context two threats of this kind were tackled. First of all, 
the new central banking system was not to become a stakeholder in government 
finances and, secondly, it was designed to distance itself from the banking sector’s 
potential problems. In both of these regards, the ECB(ESCB) is unlike other central 
banks working in the nation-state setting, but is somewhat similar to the actual 
conduct of the Deutsche Bundesbank.

It is at the heart of the monetary policy part of the European economic 
constitution that the EU central bank was not supposed to have any responsibility 
for government finances at any level (municipal, Member State, or EU). This was 
safeguarded by the prohibition of central bank financing of governments, etc., by 
the requirement that all lending of the central bank should be based on adequate 
collateral. In addition, the central bank was assigned an extensive degree of 
independence: long fixed term assignments for management, its own primary 
objective that was also supposed to be respected by others, and a prohibition on 
seeking or taking advice from external sources.

The above-mentioned central banking stipulations of the public finances part 
of the European economic constitution were one side of the coin with the other 
side being the Member State’s responsibility for its own public finances. The latter 
obviously consisted, inter alia, of a no-bail-out clause and an excessive deficit 
procedure of the SGP. The central banking part was distancing the central bank 
from public finances at the Member State level and the other part was protecting 
the common monetary policy from the negative spill-over effects of reckless public 
finances. The ECB was not involved in the operational part of the SGP or any other 
disciplinary mechanism, because it would have made it a stakeholder in the public 
finances.

26 See, for example, the ECB press conference of May 2010 and press release on 10 May 2010, 
The ECB decides on measures to address severe tensions in the financial markets. 
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I have already made the point that there is a major risk that the ECB has been 
made a stakeholder in the euro area banking sector. With the massive increase in 
lending exposure and a simultaneous decline in collateral quality, the ECB would 
face potentially unbearable losses, if a large number of banks defaulted on their 
debts. As the ECB possesses two main elements of banking sector profitability, 
the provision of liquidity and setting the level of short-term interest rates, it is not 
irrelevant whether it can consider the financial difficulties of individual banks – 
primarily, private sector problems and, secondarily, a Member State’s problems 
– or whether it is in the front line being hit by those difficulties. My assessment 
would be that there is no longer a certainty that the ECB can function purely as 
an independent monetary expert, because of its stakeholder position vis-à-vis the 
banking sector.

The same analysis would seem to apply to the Greek and some other Member 
State’s fiscal problems. The ECB has clearly been made a stakeholder in those 
situations, as it has been involved in the actual rescue operations. Obviously, there 
is an increasing link between the banking sector’s problems and fiscal problems 
as the local banks have been “forced” to buy local government bonds with helpful 
funding from the ECB. However, it could also be claimed that the ECB has actually 
taken a political role in the fiscal crisis. The massive increase in indirect and even 
direct lending to Member States is effectively government financing, which is fully 
analogous to spending tax payers’ money. For example, the SMP programme and 
even more the OMT programme could, from the debtors perspective, have been 
exactly the same as funding Member States. This is further emphasised by the fact 
that the ECB has started to act like a creditor towards the countries in question. 
The letters sent to both the Italian and Spanish governments are a case in point. 

V. ECB constitutional controls and 
democratic legitimacy with new roles?

The constitutional structure for central banking in the euro area relied heavily 
on the model of apolitical expert function that could in the European economic 
constitution be assigned to an independent central bank. There are at least three 
crucial elements in that delegation of powers. First, the tasks assigned are deemed 
to be such that their operation can be controlled with dual means of juridical control 
and accountability, mainly through the transparency of actions. Second, functions 
and decisions containing value judgements could be excluded or at least be defined 
in a rule-based form that can then be assigned to an expert.27 Thirdly, and related 
to the previous two elements, the functions that are delegated to an independent 
expert body must be such that they can be defined ex ante relatively precisely. 
This means that the delegated process is well known and the outcomes of given 

27 Obviously this has been a contested perception of central banking.
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actions are known with a relatively high level of certainty, which would be in line 
with the technocratic model presented by Habermas. Obviously, there must be 
some ability to confirm ex ante democratically that the process description and 
objectives are preferred by the polity, preferably with a large majority. In particular, 
if the legitimacy discourse is primarily based on the liberal tradition, the role of the 
broad consent of the people would be highly supportive for the legitimacy of the 
independent guardian of monetary stability.

The demand for the above mentioned conditions are stricter if the delegation 
is made at a higher level, that is, if the position of the independent expert is 
constitutionally protected rather than a result of administrative action or normal 
laws. In the same vein, the more independent the expert function is, the more 
closely the delegation should follow the preconditions. Against this background, 
the demands for the delegation in a nation-state setting are looser than they are in 
a Treaty-based constitutional set-up such as the EU (or the euro area).

In the case of the ECB, I would argue that the delegated function largely fulfilled 
the criteria set above although with some arguably very demanding assumptions. 
The most crucial assumption was that the role of money and monetary policy was 
seen in a monetarist or in a German ordo-liberal perspective. There is also an 
interesting issue linked to Scharpf’s division of legitimacy discourses into liberal 
and republican, respectively. Namely, in the German ordo-liberal discourse with its 
narrow central banking model with the sole objective of ensuring monetary stability, 
the central bank could be seen as one main guarantor of the systemic choice for 
a free market economy and ultimately a free society.28 As a result, the euro area 
monetary environment was closer to an enhanced gold standard than a field of 
activist monetary policy. However, it would seem questionable whether all Member 
States realised this or subscribed to it, even if this is the way it was very clearly 
written in the Treaty of Maastricht. 

Concerning the narrow role of the central bank, one could argue that constitutional 
control mechanisms met at least some minimum criteria. However, a lot was left 
to the new institution to meet the requirements of transparency and accountability 
and also to exercise considerable self-restraint with regard to its actions in border-
line cases of its mandate. I have argued that this was well understood by the ECB 
when designing its monetary policy strategy and also during its first decade of 
operation. 

These constitutional control mechanisms seem to be struggling with its new 
stakeholder or politician roles. Transparency and accountability only work if the 
institution reveals all its influences and aims, and does not try to mislead the public. 
The main risk in this respect is that the institution continues to describe its actions 
according to the independent expert function although the substance of the actions 
is that of a stakeholder or a politician. That would effectively prevent those actions 

28 This is particularly well described in Eucken 1952 in which monetary stability is the first of the 
constituent principles of the economic order.
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from becoming exposed to public scrutiny. They would require even more than the 
pure expert functions due to their inherent value judgements.

In the unfortunate situation in which accountability through transparency of 
actions has become void, we are left with judicial control mechanisms. In the case 
of the ECB this is still mostly untested territory. However, I would think it highly 
unlikely that in the middle of the crisis, the European Court of Justice (ECJ) would, 
for example, order the ECB to narrow down its collateral list and to sell all the 
government bonds in its possession that it cannot justify on the ground of controlling 
short-term liquidity. In a recent Pringle case, the ECJ even failed to find any means 
in the Treaty to define monetary policy and showed quite a limited willingness or 
ability to engage in argumentation concerning monetary policy related issues.29 
More generally, juridical control and contested macro-economic policy choices 
make a poor match as the famous decision on the Stability and Growth Pact has 
also shown.

Hence, if we assume that the envisaged constitutional control mechanisms are 
not sufficient to correct the situation, we have to come back to the old question 
of democratic legitimacy and a given model of administration or governance. 
The complexity starts with the varying perceptions of legitimacy itself. Following 
Lord (2012) on the subject, there is, first of all, the empirical notion that relies 
on the acceptability of the use of political power. Without qualifying the concept 
of acceptability with some moral criteria, it is fundamentally a nihilistic (or even 
Schmittian) description.30 Indeed, often some notion of moral justification is added 
to the definition31 with a potentially detrimental impact on the preciseness and 
testability of the concept. The relatively easy and not necessarily uncomfortable 
way out would be to hold as a starting point that private persons are autonomous 
subjects that can judge for themselves what is acceptable and justified, and this 
becomes manifested in processes where these people can participate on an equal 
footing. This also justifies some form of coercive actions towards people as long 
as these actions and their rationales have been deemed justified by the same 
people acting as a polity.32 Obviously, this is no more than to say that democratic 
processes are the least controversial ways to find acceptable and justified, that is, 
legitimate forms of governance. 

If we define the criteria of legitimacy as something whereby people consider 
justified even decisions or administrative actions to which they are opposed, it is 
easy to see that some link to democratic decision making is close to essential. 
This would seem to hold even in cases where direct democratic mechanisms are 
not preferred due to time-inconsistency and prisoners dilemma type of situations, 

29 Case C-370/12 on the Council Decision 2011/199/EU.

30 Lord 2012,11 with a reference to both Beetham 1991 and Grafstein 2002.

31 For example, Buchanan 2002.

32 Habermas 1996, 67. 
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which are obviously also at the heart of delegating public power to independent 
experts. The same argumentation has been used to legitimise the whole approach 
of constitutionalising the main framework for economic action, namely, the 
economic constitution.33 

With regard to the EU, there are two additional issues involved in the legitimacy 
discussion. The first is question of legitimacy to whom, governments or the people 
of the EU. It seems clear that at least legitimacy in the eyes of or consent of the 
governments of the Member States is necessary. Without the consent of the 
governments (and national courts of justice), the decisions of the EU could not be 
implemented.34 A more difficult question is whether the EU needs to be perceived as 
legitimate by the people of the EU. Another issue concerning the EU and legitimacy 
comes from the fact that it is still founded by and based on international treaties. 
Hence original commitments of the Member States, their consent to the powers of 
the EU, have a far bigger role than in national political processes. Hence the “the 
notion of ‘no legitimacy without consent’ does seem to have a special significance 
for the European Union.”35

Much has been written about the democratic legitimacy of the ECB or the 
lack of it.36 It is clear that in the ECB’s conduct of monetary policy, there is no 
mechanism for democratic inputs to influence its action. Quite the contrary, as 
explained before, the ECB has been carefully protected from democratic inputs in 
the same manner as it has been from other undue influences. To conclude that the 
ECB has never been democratically legitimised, is not correct in my view. Here the 
reference to courts or competition authorities should be useful if not conclusive. 
Hardly anyone would consider the legal system lacking legitimacy on the basis that 
court decisions are not based on a democratic process but on expert knowledge 
and a protected independent reasoning.

The ECB’s relationship with legitimacy is based on a few elements. First of all, 
the most important democratic legitimatisation takes place at the time the system 
is decided upon. In the case of the ECB, its position is defined by the European 
economic constitution that was decided upon in the Maastricht Treaty concerning 
the supra-nationalisation of monetary policy. In the democratic processes of the 
Member States, the monetary order was constitutionalised to contain a certain type 
of objectives and institutional set-up. The second, and slightly more problematic form 
of legitimacy, comes from so-called output legitimacy. The system is considered 
legitimate as long as it provides the people of the euro area with the prosperity and 
economic stability it has promised.

33 Among the earliest proponents of the economic constitution, ordo-liberals, there was 
considerable variation in the emphasis of the democratic basis of the systemic choice. 

34 Scharpf 2007, 7.

35 Lord 2012, 21.

36 The vast literature can hardly be summarized here. Some well-known examples include: Verdun 
1999; Scharpf 1997; Moravcsik 2002; Majone 2001; and De Haan and Eijffinger 2000. 
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Both the systemic choice and output legitimacy deserve a fresh look after the 
series of events we have witnessed in the course of the last five years. In particular, 
the pre-conditions for an independent expert organisation need to be continuously 
met. If that was not the case, the constitutional control mechanisms would hardly 
be sufficient. Using the constitutional controls of an independent expert on political 
decision-making would not make any sense. There are simply no mechanisms 
to make value-based political decisions in a legitimate manner. In conclusion, if 
my fears are substantiated, the lack of democratic legitimacy of the ECB has also 
become a problem from the point of view of the European economic constitution 
due to the new roles of the ECB. By questioning underlying fundamental principles, 
this goes to the heart of the whole monetary order.
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Wars of the Twentieth (and Twenty-
First) Century and the Twentieth 

(and Twenty-First) Century as War: 
Jan Patočka on Sacrifice and the Crisis 

of Europe’s ‘Supercivilization’

Golfo Maggini
University of Ioannina

La divinisation pratique de la force fait de celle-ci, au-delà du concept, une réalité, 
quelque chose qui, par l’intermédiaire de notre compréhension des choses, libère toute 
l’action opérante potentiellement contenue dans les choses, l’actualisation de tous les 
potentiels. Plus qu’un étant, la force devient ainsi toute réalité…
Jan Patočka, Essais hérétiques sur la philosophie de l’histoire

In one of his conference lectures of the mid–1970s, the Czech phenomenologist 
Jan Patočka talked about twentieth-century Europe’s destiny of World Wars as 
one of the endless unleashing of forces. Patočka offers one of the most insightful 
analyses of contemporary Europe’s intellectual destiny, tightly connected to 
technological domination and control. His extensive analysis in the field of a 
phenomenological philosophy of history evolves around the notions of ‘crisis’, 
under the influence of the later Husserl, the Janus face of the Western, most 
prominently European ‘supercivilization’ and the urgent need for a redefinition of 
European humanity. A key notion for the latter, introduced by Patočka in many 
instances in his phenomenological studies, is that of sacrifice. Patočka resists the 
inauthentic understanding of sacrifice by means of exchange, which according to 
him still reflects the objectifying tendency inherent in Europe’s techno-scientific 
orientation. He then proposes an authentic sense of sacrifice which is not prone 
to the criteria of calculability and effectiveness. He also incorporates his critique 
of European crisis and decline into the wider context of his phenomenological 
anthropology, which completely transforms Husserl’s theme of the Lebenswelt 
in an ethico-political direction. It is within this larger context that his diagnosis of 
Europe’s crisis also meets his argument for a ‘solidarity of the shattered’, which 
can reiterate the most promising chapters of Europe’s spiritual history. How is 
Patočka’s philosophical discourse to be related to today’s situation of tension and 
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conflict in Europe? There is a widespread, yet not fully determined in its origins and 
conceptual clarity, public discourse on crisis accompanied by an equally pressing 
discourse on self-sacrifice or even sacrifice for the future generations of our 
continent. Are those public discourses valid when judged by their historical truth? 
In fact, Patočka’s phenomenological insights make us doubt the overly-general and 
context-insensitive justification of those discourses.

I

Attempts to bring history, as a process as well as an event, under the scrutiny 
of phenomenological research have been few. Jan Patočka is undoubtedly 
one of those who from the start of his journey in phenomenology sought to 
shed a phenomenological light upon history.1 He thus distanced himself from 
Husserl’s ahistorical view. This became obvious as early as the 1930s, in his 
phenomenological account of the ‘natural world’ or the ‘life-world’. While he 
recognized the late Husserl’s contribution to the understanding of ‘the problem 
of the life-world’, he went on to distance himself from Husserl’s intellectualism 
by confirming the primacy of ‘the practical’ over ‘the theoretical’, thus perceiving 
the activities of disposing and communicating as constitutive of the man-world 
relationship.2 He also distanced himself from Martin Heidegger’s overly formalized 
understanding of existential historicity.3 Nevertheless, on many occasions, Patočka 
came to recognize his greater proximity to Heidegger’s ontology-driven and 
historicity-aware phenomenology than to his teacher’s transcendental project in 
phenomenology.4 It was in the context of an investigation into the nature and scope 
of the phenomenological method that history, not just as a series of events but as 
a discontinuous series of twists and turns, first emerged as an issue. Moreover, 
Patočka’s initial wish to re-orient phenomenology was coupled with an equally 

1 ‘La vie est, par toute sa nature, histoire. Elle n’est pas un processus pur et simple, mais un 
devenir historique. Elle n’est pas simplement quelque chose qui se place, à l’instar des processus 
objectifs, dans un cadre temporel… Elle est, au contraire, un relèvement par le temps dans le 
temps au-dessus du temps.’ (‘L’homme et le monde.Introduction à la phénoménologie de Husserl’, 
in Patočka 2002, 119; author’s emphasis). 

2 ‘Disposer et communiquer tout à la fois, c’est constituer notre monde. Sans doute ne s’agit-il pas 
de deux forces agissant de manière univoque en tous les individus. Mais chez des êtres différents, 
selon les différents sujets, dans la diversité des circonstances sociales et historiques, l’une et l’autre 
se fraie un chemin distinct. Si pour chacun de nous l’objectivité s’articule de manière diversifiée, 
c’est que nos tendances fondamentales cristallisent de différentes façons.’ (Patočka 1976, 109). 
This is also what Patočka designates as a phenomenology of truth, which respects human finitude 
(‘Postface’ to Patočka 1976, 181).

3 Patočka recongnizes Heidegger’s radical re-orientation away from Husserlian subjectivism 
towards a phenomenological ontology (‘Époché et réduction – manuscript de travail’, in Patočka 
1995, 208; see Patočka 1983, 171-174). Nevertheless, he criticizes the formalism of Being and Time’s 
existential analytics (‘[Corps, possibilités, monde, champ d’apparition]’, in Patočka 1995, 122). See 
Findlay 2002, 47-50. At the same time he holds a milder position on Heidegger’s understanding of 
historicity due to his acceptance of human finitude (Patočka 1983, 178; see Patočka 1976, 69). In 
this respect, see Dastur 2007, 220-223.

4 ‘Le commencement de l’histoire’, in Patočka 1999, 68-76. See also Paul Ricoeur’s comments in 
‘Préface’ to Patočka 1999, 10-11.
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powerful drive to diagnose Europe’s actual ‘now’ through a rigorous search for its 
spiritual roots, which remain active.

Patočka’s reflection on the two World Wars which tore Europe apart is, 
thus, inscribed into two different frames of thought. The first frame is that of 
phenomenological investigation into historical events that are different from the 
excessively speculative ones favoured by classical phenomenology, that is, the 
genealogy of modern science by Husserl in his Krisis. The second frame is that 
of reconstructing and understanding the spiritual history of Europe’s past, present, 
and future. Concerning Europe’s future, Patočka made an illuminating remark at a 
private seminar held in Prague in 1973. When asked how a philosopher, such as 
Nietzsche or Ortega y Gasset, could predict what would come after him, Patočka 
replied that what a philosopher predicts is something within which he resides.5 
In Nietzsche’s philosophy, the idea of the will to power prefigures the essence of 
modern technology, whereas in Husserl’s diagnosis of the pre-scientific ground 
of modern science, the coming of a new science, of a ‘new objectification’6 as a 
solution to the ‘crisis’ seems to be less of a prediction and more of a new mode 
of understanding the world, which in its turn shifts the orientation of the world 
itself. This is perhaps the most convincing argument for our attempt in this paper 
to extend Patočka’s diagnosis of twentieth-century World Wars into the present 
century, no doubt under a number of conditions which would save this parallelism 
from being excessively hurried and superficial. Our main thesis is that Patočka’s 
attempt at a phenomenological ontology of Europe’s World Wars can offer us 
numerous insights into the historical now of Europe’s crisis, which, in Patočka’s 
terms, belongs to the ‘post-European’ era.7 

5 ‘Le philosophe prevoit ce que lui-même concourt à créer. (Pour autant qu’on puisse dire en 
général que l’homme crée – c’est quelque chose en l’homme qui crée et qui fait qualifier celui-ci 
de créateur.)’  (‘Séminaire sur l’ère technique’ in Patočka 1990, 308 ; author’s emphasis).

6 ‘Séminaire sur l’ère technique’ in Patočka 1990, 283.

7 This important term forged by Patočka is found in his manuscript of the early 1970s on 
Europe and Post-Europe (Patočka 2007a). For Patočka, this new ‘post-European’ era, which is 
characterized by the limitless ‘Europeanization’ of our planet, is not European in its spiritual essence 
(‘Les fondements spirituelles de la vie contemporaine’, in Patočka 1990, 217). Generated by the 
united forces of labour, science, and technology, ‘planetary man’, a term with a strong resonance 
of Heidegger, is subject to an unconditional process of self-objectification. For Patočka, the role of 
the two World Wars in the rise of the ‘post-European’ era, was of great importance, because they 
proved the illusory character of Europe’s unity: ‘Des facteurs insondables, réfractaires aux calculs 
rationnels, entreront en jeu, comme jusqu’à présent, dans le processus historique, s’opposant à ce 
que l’humanité résolve rationnellement et à temps les problèmes infiniment délicats d’une époque 
ou les forces illimitées dont elle dispose l’exposent à un péril permanent. D’un côté, ce monde sera 
plus désuni que l’ancient monde européen… L’Europe était le monde, et en ce sens, un monde uni. 
Les deux guerres ont révélé le caractère illusoire de cette unité.’ (‘Les fondements spirituelles de la 
vie contemporaine’, in Patočka 1990, 223).
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II

What is the textual basis of Patocka’s reading of twentieth century World Wars? 
There is an important essay dedicated to this issue, but its full understanding 
necessitates that we re-activate a whole range of ontological and world-historical 
insights into his work. Patočka introduced his reflections upon war with a fragment 
by Heraclitus, whose ontological understanding of conflict and strife (πόλεμος) he 
had often praised.8 Patočka opened up the field of his questioning with a polemical 
claim: no interpretation – philosophical, historical, sociological – of the two World 
Wars so far was able fully to appreciate their meaningfulness, because they all view 
war in a heteronomous manner, as dependent upon peace; consequently, they 
view war through the perspective of peace. For Patočka, attempts at explaining the 
World Wars by using the ideals of peace, nourished by the twentieth century, fail 
to seize their authentic significance, which is, as we will see below, the energetic 
transformation of the world through techno-scientific progress.9 However, by failing 
to appreciate the unique meaning conferred on the two World Wars, we fail to 
understand the twentieth century itself. The uniqueness of the event of war in 
the twentieth century is not of a factual but of a spiritual kind, which is the only 
one enabling an understanding of this century’s unprecedented ‘obsession with 
war’.10 Patočka’s diagnosis of the world-historical presence of wars in the twentieth 
century depends entirely upon two intertwined threads. The first thread is clearly 
ontological, and has to do with his ‘dynamic’ approach to phenomenality as such.11 
Above all, Patočka’s phenomenological account of the three movements of human 
existence illustrates the way in which strife is to be viewed.12 In fact, strife is the 
activity corresponding to life’s third movement, which aims at overcoming self-
alienation. To this extent, strife ranks higher than love, the first movement of human 
existence (“sinking roots” and “anchoring”), and labour, the second movement of 

8 ‘Séminaire sur l’ère technique’ in Patočka 1990, 285.

9 See Ucníc 2007, 417. 

10 Patočka 1976–77, 116. 

11 ‘Phénoménologie et ontologie du mouvement’, in Patočka 1990, 25, 32. Patočka’s phenomenology 
reactivates the Aristotelian dynamis to offer a novel approach to movement in its relation to force by 
bringing on to the stage the theme of negativity, neglected by classical phenomenology: Patočka 
1988, 127-138; see ‘Séminaire sur l’ère technique’ in Patočka 1990, 299. 

12 Patočka 1988, 39–40, 44. We would be inclined to acknowledge Nietzsche as equal to Aristotle 
in Patočka’s hierarchical structure of the temporal-historical movements of human existence, which 
ends up in his distancing himself from both Husserl and Heidegger and in a wish to ‘solve the conflict 
through conflict’ (‘résoudre le conflit par un conflit’) (‘Séminaire sur l’ère technique’ in Patočka 
1990, 284). For Patočka, the significance of conflict and fighting is ontological as well as ethical 
and political (Patočka 1988, 176). On Nietzsche’s ambivalent yet powerful presence in Patočka’s 
phenomenological ontology of movement, see Ullmann 2011, 82. 
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human existence (life’s sustenance and expansion).13 It is clear that, viewed in this 
perspective, strife is the only genuine possibility that human existence possesses, 
in so far as it assumes its own finitude and responsibility towards itself. But as 
long as human existence is intrinsically historical, this ‘ontogenetic’, using Renaut 
Barbaras’s term,14 understanding of movement as pure realization and eventfulness 
cannot but affect the way in which a historical event, such as a world war which 
has shifted our understanding of Europe and of our own existence as Europeans, 
should be viewed.15 The study of the historical transformations which led to the 
birth of modern Europe witnesses the internal movement of history itself, which, 
for Patočka, is European in its essence. Patočka applies his phenomenological 
understanding of movement to Europe’s history through a series of non-dialectical 
opposites, such as sacred / profane, ordinary / extraordinary, everyday / orgiastic, 
and last but not least, authentic / inauthentic, which clearly pervades his ontological 
understanding of war.16 In fact, for him, twentieth-century World Wars represent the 
orgiastic par excellence.17

III

The second thread stems from Patočka’s stimulating and original analysis of 
Europe’s situation in the first decades of the twentieth century. In this perspective, 
what has been decisive for Germany’s hegemonic role was its position as a pioneer 
of the rapidly advancing scientific-technological revolution:

13 Patočka 1988, 10-12. Eugen Fink is present in Patočka’s account of ontological conflict, of 
πόλεμος: ‘Dans cinq phénomènes de la coexistence humaine – l’amour, la lutte, le travail, le jeu, 
la mort – Fink suit le mouvement de la vie humaine dans la dimension de l’être-avec en édifiant 
une métaphysique de ces rapports depuis l’indifférenciation et la suppression de l’individuation 
dans l’acte d’amour, à travers la différenciation, la distanciation mutuelle dans le travail et la lutte, 
à travers la métaphore métaphysique consciente de l’art et du jeu jusqu’ à la retombée au fond de 
la nuit dans le rapport aux morts.’ (‘Phénoménologie et ontologie du mouvement’, in Patočka 1990, 
51). 

14 Barbaras 2011, 243.

15 It is worth noting that Patočka abstains from a positivistic understanding of what a historical 
event, such as a war, is. What is important for him is to interpret historical events ‘in depth’ at the 
level of the ‘energies’ or creative ‘powers’ of a historical world or of universal history, see Patočka 
2007b.

16 ‘L’opposition du sacré du profane est importante en ce sens aussi que le profane est par 
essence le domaine du travail et de l’auto-asservissement de la vie, de l’enchaînement de la vie à 
elle-même. La dimension dmonique, orgiaque s’oppose par essence à cet asservissement par la 
vie que l’homme est seul à éprouver et qui s’exprime avec force surtout dans la nécessité du travail.” 
(“La civilisation technique est-elle une civilisation du déclin, et pourquoi ?’, in Patočka 1999, p. 130). 

17 ‘Au XXème siècle, la guerre, c’est la révolution de la quotidienneté d’ores et déjà accomplie. 
Révolution qui s’accompagne d’un mouvement de libération et d’un happening universels, d’une 
recrudescence de l’orgiasme sous des formes nouvelles. Tout autant que le déclenchement des 
guerres et des revolutions, la dissolution des formes anciennes de l’ethos, la revendication du ‘droit 
à son corps’ et à sa ‘propre vie’, la diffusion généralisée du happening, etc. témoignent de ce 
rapport.” (‘La civilisation technique est-elle une civilisation du déclin, et pourquoi?’, in Patočka 1999, 
146.) On this, see Dodd 2011, 209–210.
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of all nations (with the possible exception of the U.S.), Germany was an entity which 
in spite of its traditional structures most closely approximated the reality of the new 
scientific-technological era. Its conservatism served to promote discipline which 
forcefully, ruthlessly, and with no regard for democratization pursued the goal of 
accumulating energy for constructing, organizing, and transforming.18

 
Here Patočka reproduces Ernst Jünger’s influential discourse on the ‘total 

mobilization’ created by World War I.19 In terms strongly reminiscent of the mid-
Heidegger reflections upon war, modern technology and the completion of 
metaphysics, Patočka claims that:

peace, transformed into the will for war, succeeds in reifying and externalizing man 
so long as he is ruled by day, by hope for the everyday, for a vocation, career, for the 
possibilities which he fears losing and which he feels are threatened. But the everyday 
and the images of the future pale when contrasted with this apex.20

Moreover, what brings Patočka and Heidegger together on the world-historical 
significance of the twentieth century’s ‘total war’ (totale Krieg) is the fact that, 
for both thinkers, these are not fortuitous events, as they represent the very 
completion of Europe’s spiritual history. To this extent, these wars do not cease 
with the disarmement decision, as they do not succumb to the conventional war-
peace dichotomy. For Heidegger, as well as for Patočka, the two World Wars are 
essentially different from previous ones from a metaphysical viewpoint: 

As long as War is a means for releasing Force, it cannot cease. In vain would one try 
to seek private refuge, for there are no private refuges. Force and techno-science have 
opened the whole world to their influence and every event echoes everywhere. The 
perspective of peace, life and day has no end. It is the perspective of infinite conflict, 
generated in new guises but forever the same.21 

In fact, a complete reversal takes place, to the extent that the two World Wars 
represent a culminating moment in European history. These wars altered the 
destiny of the twentieth century by turning it into the very expression of war; thus, 
the twentieth century itself is viewed as war. Consequently, the merging of the two 
hermeneutic components of Patočka’s analysis – the ontology of conflict and strife 
and the unprecedented imposition of techno-scientific hegemony – seems to lie at 

18 Patočka 1976–77, 117-18.

19 Ibid, 119-120. In similar terms, Heidegger often discusses Jünger’s diagnosis of the situation in 
Europe in terms of ‘total mobilization’: Heidegger 1989, 143. In this respect, see Zimmerman 1990, 
94-97. 

20 Patočka 1976-77, 122. Nonetheless, both thinkers keep their distance from the pervading of 
Kriegsideologie in the 1930s, see Losurdo 1998, 53-54.

21 Patočka 1976-77, 123; see Heidegger 1998, 179-198. In this respect: ‘La deuxième guerre 
mondiale dans le mouvement de l’histoire de l’être’, in Barash 1995, 177. 
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the heart of the two World Wars and, as we will see, beyond them.22 Such a merging 
is, nonetheless, anything but obvious. In fact, the transition from the ontological to 
the historical is a complex one and, for Patočka, it would be superficial to claim 
that real conflicts, such as wars, are incarnations of a deeper ontological conflict, a 
conflict that lies at the heart of Being itself.23

But apart from that, this merging would be unthinkable, if another perspective 
was left aside, a perspective which has clearly marked Europe’s present and 
future, that is, its spiritual destiny of meaninglessness and nihilism.24 It is due to 
the latter that the merging of the ontology of strife and the rise of the techno-
scientific hegemony allowed war to become the fullest expression of what we 
could designate as the late modern metaphysics of power. Patočka’s discourse on 
power perceived as techno-scientific power, strongly reminiscent of Heidegger’s 
appropriation of Nietzsche’s philosophy of the will to power in his investigation into 
the essence of modern technology,25 is a key concept for understanding the nature 
as well as the persistence of war in the ‘European’ twentieth century, but also in 
the ‘post-European’ twenty-first century.26 In fact, twentieth century wars produced 
a world-historical change in our understanding of the world and ourselves through 
an unprecedented in extent and intensity domination of force:

 
W[orld] W[ar] I was a turning point in the history of the twentieth century and decided 
its whole character. It demonstrated that it necessarily takes a war to transform the 
world into a laboratory which would actualize energies accumulated over billions 
of years. It thus amounted to a definitive breakthrough in the way of understanding 
being, a breakthrough which began in the seventeenth century with the emergence of 

22 ‘L’ère technique, étant une époque de fonds calculables et de leurs utilisation commissibles, 
une époque qui s’entend à extraire de tout et de tous, de gré ou de force, un rendement maximum, 
est aussi l’époque d’un déploiement de puissance sans précédent. Or, le moyen le plus efficace de 
l’accroissement de la puissance s’est révélé l’opposition, la scission, le conflit.’ (‘La technique selon 
Husserl et selon Heidegger’ in Patočka 1990, 271).

23 ‘Séminaire sur l’ère technique’ in Patočka 1990, 301. 

24 James Dodd relates Patočka’s war essay to the fifth of his Heretical Essays, where he treats the 
problem of decadence and, subsequently, that of nihilism (Dodd 2011, 204). For Patočka, in order 
truly to comprehend nihilism we have to go further than Nietzsche, who still referred to abstractions, 
such as values, and to talk about us, see ‘L’histoire a-t-elle un sens?’, in Patočka, 1999, 84-86. See 
also ‘L’Europe et l’héritage européen jusqu’à la fin du XIXe siècle’, in Patočka 1999, 124. 

25 Patocka discusses over numerous pages Heidegger’s account of the essence of modern 
technology. See, among others: ‘Les périls de l’orientation de la science vers la technique selon 
Husserl et l’essence de la technique en tant que péril selon Heidegger’, in Patočka 1990, 262-270. 
On the Patočka-Heidegger encounter regarding modern technology, see Maggini 2010, 100-110. 

26 According to Marc Crépon, when in the early 1970s Patočka claimed that the ‘post-European’ 
period is characterized by the general adoption of knowledge and practices indexed on the power 
calculus, he did not mean the total rejection of technology as such, but the recognition of the 
supplementarity of the drive to knowledge and domination and the need to inquire into the ethical 
and political grounds of a life with others summarized in the Greek ‘care for the soul’, see Crépon 
2011, 177.
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mechanistic natural science. It removed all those conventions that had lain in the path 
of this release of force and re-evaluated all values in the name of force.27

IV

According to Patočka, the transformation of accumulated power into unconditional 
force is the true accomplishment of Europe’s ‘supercivilization’. It is on this last 
issue that we should focus now, as Patočka’s reflections on the two World Wars 
cannot be understood without the crucial distinction, in his philosophy of history, 
between moderate and radical ‘supercivilization’. Viewed in this perspective, the 
rise and decline of modern Europe are to be comprehended on the basis of the 
relation, and conflict, between these two patterns of civilization. Both of them 
are opposed to traditional, pre-modern civilization, which is characterized by a 
deficiency in rationality and by the exhaustion of forces through immediate action, 
not succumbing to a rationality principle.28 On the contrary, ‘supercivilization’ 
succumbs to the rationality principle as well as to the claim to universality, which 
goes along with it. There are three main features of ‘supercivilization’ and all 
three emanate from the process of the secularization of European societies: the 
universality of scientific reason, labour and the expansion of the markets, and the 
rationalization of society.29

 In fact, it is within ‘supercivilisation’ itself that the tension between its two rival 
versions takes place. The inner conflict between moderantism and radicalism, 
which is not to be seen as an objective law, dialectic or not (the way a Hegelian or 
a Marxist would perceive it), determines European history. But what does Patočka 
mean by ‘moderate’ versus ‘radical’ ‘supercivilization’? In his early 1950s essay 
‘Supercivilization and its Inner Conflict’, Patočka systematized his thoughts on the 
spiritual essence of European history viewed in its diachronic as well as synchronic 
dimensions. In its moderate version, ‘supercivilization’ respects individual freedom 
and applies rational criticism and reconstruction. Moderate ‘supercivilization’ affirms 
the power of human reason, in so far as the latter ‘keeps its distance’ by detaching 
itself from real life, whereas individualism is at its peak.30 The unconditional 
veneration of reason itself is made possible only by the radical form of rationalist 
‘supercivilization’, because the latter is dominated by the ‘dream of totality’, the 
totalizing of life through the unconditional exercise of reason, and, therefore, raises 
the claim to an ultimate rationality installed at the heart of everydayness by turning 

27 Patočka 1976–77, 119; cf. ‘L’Europe et l’heritage europeen jusqu’à la fin du XIXe siècle’, in 
Patočka 1999, 114. The domination of force comes from the transformation of power into blind force 
in the techno-scientific world: ‘la puissance qui se constitue par la lutte n’est pas une force aveugle’ 
(‘Le commencement de l’histoire’, in Patočka 1999, 66). 

28 ‘La surcivilisation et son conflit interne’, in Patočka 1990, 103. 

29 Ibid, 106-107.

30 Ibid, 113, 119. In this respect, see Findlay 2002, 126–128.
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into mere means not just nature and objectivity as such, but man itself.31 Despite 
the fact that many would identify moderate ‘supercivilization’ with the principles of 
economic liberalism and epistemic empiricism, Patočka clearly states that these 
are the outcomes of moderantism and certainly not its origins32. On the other hand, 
radicalism relies on the principle of total domination over beings, human and non 
human.33

Moreover, nothing illustrates more vividly the tension between moderantism and 
radicalism than their distinct attitudes towards universality. Whereas moderantism 
respects individual differences, radicalism assimilates universality to generality, 
thus leading to totalizing abstractions.34 For Patočka, European history since the 
French Revolution is torn apart by the tension between those two versions of 
‘supercivilization’, the ultimate question being that of the rationalization and total 
humanization of society as such.35 Nevertheless, the maturation of two forms of 
‘supercivilization’ proved to be slow and concluded in the nineteenth century, as far 
as moderate ‘supercivilization’ is concerned, whereas radicalism came to maturity 
later on, in the twentieth century.36

It is here that the discourse on the two World Wars joins Patočka’s diagnosis of the 
tension within Europe’s ‘supercivilization’. In fact, for the Czech phenomenologist, 
the radical version of Europe’s ‘supercivilization’ comes into its own with World 
War I, even if its historical roots lie in the decades of Bismarck’s chancellorship.37 
The two World Wars, even more than other world-historical events such as the 
Russian Revolution and the rise of totalitarianism in the Interwar period, realized 
the principles of radical ‘supercivilization’, such as the principle of continuous, 

31 ‘La surcivilisation et son conflit interne’, in Patočka 1990, 117–118. Nothing is a more vivid 
sign of ‘supercivilizational’ radicalism than the domination of ideologies in the late nineteenth and, 
especially, in the twentieth century. Referring to socialist ideology, in his 1946 essay ‘Ideology and 
Life in the Idea’, Patočka noted: ‘Socialism appeals to Man internally; at the same time however, it 
looks on him externally like a thing among things, a force among forces; and it is an ideology that 
organizes these forces… In socialism, there is also a peculiar fatalist aspect, collectivist objectivism, 
which sees the individual as a mere instrument of the collective act and whose laws absolutely 
direct and control the individual. Here Man is a pure object of action and organization.’ (Patočka 
2007c, 91). A degenerate expression of this version of ‘supercivilization’ would also be totalitarian 
ideologies, such as fascism, for which ‘any means is technically good, if it is effective; and the effect 
depends on whether we secure for ourselves the safe mastery of available forces. Man is such a 
force, controllable from without as well as from within’ (ibid, 93). In this respect, see Manton 2007, 
468-469.  

32 ‘La surcivilisation et son conflit interne’, in Patočka 1990, 151.

33 Ibid, 126. 

34 Ibid 136. 

35 Ibid, 142.

36 Ibid, 140. Patočka also describes the tension between the two forms of ‘supercivilization’ as a 
conflict between the nineteenth and the twentieth century (ibid, 137). 

37 Ibid, 132–143. In an important note, Patočka gave a thorough analysis of Germany’s unique 
place in Europe in the last decades of the nineteenth century and identified the three major traits 
which led to its leading role in the outburst of World War I: the recognition of technology’s vital 
force, the denial of Western individualism and the growth of a collectivist spirit, the cultivation of a 
secularized historical consciousness. In all three respects, Germany was held to be the driving force 
of radical ‘supercivilization’, as defined by Patočka (ibid, 143-144, note 7). 
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totalizing action as an end in itself.38 However, continuous action, especially war 
action, realizes the most fundamental principle of radical ‘supercivilization’ by 
transforming the accumulated and organized forces into unconditional power over 
humans and non humans and by putting aside all possible distinctions between 
the two.39 Patočka follows the genealogy of the accumulated growth of forces by 
returning to the Roman origins of power and domination, to the sacrum imperium.40 
Thus, he traces back once more the fate of the present state of war – and of peace 
as another war – to modern Europe’s spiritual roots.

V

Turning back to Patočka’s essay on war, it is quite obvious that such a gigantic 
unleashing of forces, which has been made possible by two complementary 
phenomena – scientism and positivism, could not but end up in a state of war, 
for which ‘force was again triumphant in this ruthless struggle, and peace itself 
became a part of war’.41 Here Patočka reached the peak of his analysis by 
introducing a well-known theme of his phenomenological account of the ‘natural’ 
or ‘ordinary’ world,42 the strife between the ‘forces of the day’ and the ‘forces of the 
night’: ‘In the will for war, peace reigns supreme. War cannot be eliminated without 
eliminating that form of the reign of peace, day, and life which excludes and ignores 
death… Peace and day reign by sending people to their death, in order to secure 
for others a better future.’43 Here Patočka reverses the traditional, metaphysics-
inspired understanding of the symbols of light and darkness arguing that darkness 
is something more than the absence of light and that the night is something other 

38 Ibid, 114. The crisis brought up by World War I and deepened by World War II is the outcome 
of a more fundamental crisis, that of ‘supercivilizational’ moderantism, that is, of ‘the ideal of Man 
which can be called specifically modern, which has its roots in Enlightenment thinking on nature and 
human nature and out of which humankind’s programs and ideals grew one after the other from 1715 
until today’ (Patočka 2007c, 90).

39 ‘La surcivilisation et son conflit interne’, in Patočka 1990, 101. Manifestations of this basic fact 
are the eradication of all differences and distinctions, the trend toward totalization and the drive to 
impose systems at the expense of real individuals (ibid, 136).

40 Ibid, 131. See also ‘Gloses’, in Patočka 1999, 180 and ‘Séminaire sur l’ère technique’ in Patočka 
1990, 294.

41 Patočka 1976-77, 121. Force is no more a mere being, but reality itself is force (‘La civilisation 
technique est-elle une civilisation du déclin, et pourquoi?’, in Patočka 1999, 150). 

42 It is also in this respect that Patočka interprets and criticizes Heidegger’s notion of everydayness 
and of ‘das Man’ as elaborated in Being and Time (Patočka 1976, 172-175). For him, what is of 
utmost importance for a phenomenological program is the restructuring of the “ου ένεκα” in order to 
overcome everydayness (ibid, 175).

43 Patočka 1976-77, 122 (author’s emphasis). Patočka elaborates on the conflict between the 
‘forces of the day’ and the ‘forces of the night’ in his Heretical Essays: ‘que la vie est à comprendre, 
non pas du point de vue du jour, dans la seule optique de la vie acceptée, de la vie pour la vie, mais 
aussi du point de vue du conflit, de la nuit, du point de vue de polemos…’ (‘Le commencement de 
l’histoire’, in Patočka 1999, 68 ; author’s emphasis). For a thorough study of Patočka’s account of 
those conflicting forces and the role they played in the rise of Europe, see Findlay 2002, 112-113; 
Trawny 2007, 391-392.
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than the waning of day. There is a fundamental ontological conviction in him as to 
the nature of darkness and mystery, which is not just the counterpart of light, but its 
very origin. Darkness symbolizes the problematicity intrinsic to man as a historical 
being, which ‘the forces of the day’ deliberately forget, due to their drive to ‘mere’, 
a-historical life.44

In fact, the two World Wars made manifest the Janus head of Europe’s 
‘supercivilization’ to the extent that they mobilized large economic and technical 
potentials while unleashing ‘the demonic’, the orgiastic, the most cruel forces of 
total devastation. Modern rationality purged of mystery has opened the door for the 
revenge of the orgiastic. The paradoxical nature of contemporary wars, born out 
of the drive to hyper-rationality and still celebrating the orgiastic, is nothing but the 
outcome of this unprecedented historical process.45

Furthermore, on numerous occasions Patočka makes clear that what he finds 
questionable in this hegemony of force through techno-scientific power is the 
retrogression to the most rudimentary form of life, which is ‘life for its own sake’, 
mere labour, which turns everything into the everyday, thus, depriving human 
existence of its uniqueness.46 By disconnecting science as θεωρία from the ‘care for 
the soul’, a formalizing type of universality has manifested itself in modern science, 
which resulted in giving priority to the result over the content and to domination 
over understanding.47 This is what Patočka identifies as the modern project of 
Cartesianism, which is only a consequence of Descartes’s dualism.48 This is what 

44 By applying the phenomenological principle of the difference between the thing that appears and 
the appearing itself, Patočka designates reality as an open question, a problem, that is, as darkness, 
which is the precondition for a thing to appear: “The symbol of darkness used to such effect in 
‘Wars of the Twentieth Century’ and elsewhere, then, is a metaphor for the analysis of human 
problematicity. It is, in addition, a constant reminder that we are finite, that our life is precarious and 
our politics an urgent attempt to maintain order in the absence of a permanent and stable foundation 
on which we could rest.” (Findlay 2002, 145). Cf. Patočka 1990, 253.

45 ‘La guerre comme ‘tout est permis’ universel, comme liberte sauvage, envahit les états, devient 
‘totale’. La quotidienneté et l’orgie sont organisées par une seule et même main… La guerre 
représente à la fois la plus grande entreprise de la civilisation industrielle, le produit et l’instrument 
d’une mobilisation totale (comme Ernst Jünger l’a bien vu) et la libération de potentialités orgiaques 
qui nulle part ailleurs ne peuvent se permettre de porter l’ivresse de la destruction jusqu’à cette 
dernière extrémité…’ (‘La civilisation technique est-elle une civilisation du declin, et pourquoi?’, in 
Patočka 1999, 146-147). See Ucníc 2007, 425. 

46 ‘La civilisation technique est-elle une civilisation du declin, et pourquoi?’, in Patočka 1999, 145.

47 ‘L’Europe et l’héritage européen jusqu’à la fin du XIXe siècle’, in Patočka 1999, 114. For Patočka, 
as early as 1936, these two stem from the two fundamental tendencies of man as a historical being. 
The first, practical tendency is that of dominating reality, whereas the second, theoretical tendency 
is that of understanding, whereas the tension between the two is constitutive of man. Nevertheless, 
in modern times, the theoretical tendency is subordinated to the practical one (Patočka 1976, 163, 
165). See Karfík 1999, 10-11.  

48 ‘Le cartésianisme signifie, au fond, un projet mathématique sur la nature, s’inspirant de la 
res extensa de Descartes, et une conception de l’esprit humain comme res cogitans ou res en 
général, la vérité étant conçue comme certitude et vérification… Au fond, le cartésianisme en tant 
que constructivisme universel est une composante constante de la méthode de pensée rationaliste 
moderne dans son ensemble, telle qu’elle se fait valoir dans les sciences et ailleurs.’ (‘Fragments’, 
in Patočka 1995, 279).
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he identified as early as the 1930s as the movement for ‘self-prolongation’ and 
‘reproduction’, which does not allow for an authentic ‘breakthrough’.49 

Elsewhere, Patočka designates these two movements as the two ways of engaging 
oneself with the world: escape and exposure.50 It is against the background of his 
phenomenological ontology of movement that Patočka investigates the historical 
phenomena of crisis and nihilism. Decline and nihilism would, thus, be Europe’s 
retrogression to mere life-sustenance and reproduction, which has established 
itself, first, in the ‘total mobilization’ form of the two World Wars and, from the 
1950s on, in the ‘demobilization’ phase of economic growth and techno-scientific 
progress. It is on this point that Patočka’s thesis culminates and approaches most 
the present situation: Does the ‘metaphysics of Force’ generated in Europe by the 
two World Wars cease with their end? Is the economic miracle of the post-war 
period a time of ‘genuine’ peace? Patočka’s answer is ‘No’. Europe’s current peace 
is ‘half-baked’. “War establishes itself permanently through ‘peaceful’ means” while 
presenting “its ‘peaceful’ face, the face of cynical demoralization, its appeal to the 
will to live and to possess”.51 Thus, Patočka reaches the surprising conclusion that 
‘a smouldering war is no less cruel that a hot one; frequently it is even more cruel’.52

VI

Within the context of the present crisis of Europe there is often talk of an ongoing 
economic war, in which the present generation should be sacrificed for the better 
living of future ones. For Patočka, it is nonsense to talk about a war waged in the 
field of economy, because, by their very nature, the two World Wars had already 
succumbed to ‘the needs of a reified world’.53 In fact, war does not cease but 
continues in times of peace, because the latter is no true peace but a masked war, 

49 ‘La choséité propre à ce domaine est liée au fait que les participants au mouvement de 
reproduction sont avant tout sensibles au mode de compréhension de l’être qui dévoile l’objectité 
des choses dans sa manipulabilité, dans les forces qui peuvent être mises à notre disposition, 
dans les possibilités de transformation de la réalité tant humaine qu’objective.’ (Patočka 1988, 
117 ). What is specific to this second movement of life, which follows that of ‘anchoring’, is that ‘rien 
d’autonome doué d’un caractère de désinteressement ou de dévouement ne peut se developper 
dans ce domaine – ni le soi authentique ni l’œuvre authentique’ (ibid.).

50 Patočka 1976, 174. 

51 Patočka 1976-77, 124. In a strong Nietzschean vein, Patočka opposes the reactive nature of the 
second movement of life, which involves effort and suffering and, to authentic action which is “open” 
to the world (“Postface” to Patočka 1976, 174).

52 Patočka 1976-77, 124. In Paul Ricoeur’s words: “Jan Patočka veut nous ôter toute illusion sur la 
paix elle-même : dans l’optique du jour, elle est une transition, un hiatus agréable ; mais le vingtième 
siècle en a fait un épisode masqué de la guerre elle-même.” (Ricoeur 1999, 16). 

53 Patočka 1976-77, 122. James Dodd remarks: “In war the everyday imitates the “standing apart” 
of transcendence, of its other, and governs the tension between itself and its other, between the day 
and the night, for its own sake… War has thus become the paradoxical normalization of something 
than cannot be normalized, that can never be a confirmation of life, and it does so through force 
alone” (Dodd 2011, 212).
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with no ‘authentic’ sacrifice, but a fight for mere economic survival.54 As for the 
sacrifice in order to secure a better future for future generations, Patočka criticizes 
succumbing to the sacrifice, to the logic of calculus and efficiency, which stems 
from the same metaphysics of power that the sacrifice aims to overcome.55 In fact, 
Europe’s focus on the unceasing release of more and more forces through techno-
scientific power leads to a return to ‘mere life’, to a ‘servitude to life’ and, thus, 
to Europe’s failure to face up to its own past and history, which started with the 
subordination of economy and self-conservation to politics and to the community 
of equals, tο the πόλις.56 

Against this measurable, quantifiable and, therefore, ‘inauthentic’ form of 
sacrifice, Patočka brings forth the authentic sacrifice made possible by ‘the 
solidarity of the shattered’, which speaks in the name of resistance against the 
force.

The solidarity of the shattered – shattered in their faith in daylight, ‘life’ and ‘peace’ – 
acquires a special significance precisely at times of releasing Force. ‘Daylight’ and 
‘peace’, the human life produced in a world of exponential growth patterns, cannot exist 
without releasing Force.57

Patočka’s ‘solidarity of the shattered’, inspired by Ernst Jünger’s and Teilhard de 
Chardin’s accounts of their experiences at the front in war, has definitive ontological 
implications with respect to Heraclitean πόλεμος.58 Nevertheless, πόλεμος here 
cannot symbolize the wars of the twentieth century, because these wars do not 
represent a struggle for human freedom, but the culmination of the metaphysical 
obsession with force.59 This alternative form of a non-alienating relation to the self 
and to others comes from the depths of Europe’s ethical and political tradition 
and has been greatly jeopardized by the advancements of late modern times. It 
is this very ‘shattering’ which makes up the very core of history, thus leading to 
the overcoming of mere life-sustenance advanced by the eschatology of peace: 
‘To succeed here, to be selected and called for this end, in a world whose conflict 
mobilizes force and which thus appears as a completely reified world, amounts to 

54 Crépon 2007, 307 –398.

55 ‘Séminaire sur l’ère technique’, in Patočka 1990, 309 –310. 

56 ‘Gloses’, in Patočka 1999, 186 –187; see Patočka 1986, 16. See Findlay 2002, 146 –147; Dastur 
2007, 230. 

57 Patočka 1976 –77, 125; see ‘Séminaire sur l’ère technique’, in Patočka 1990, 322 –323. 

58 ‘In the final lines of the essay when Patočka reintroduces the term πόλεμος we again find that 
the language, though in a different idiom and perhaps context, brings us back to the proto-fact 
of empathic harmony with the world that we associate with Patočka’s more phenomenological 
writings… Even the reference to Ernst Jünger, which opens the essay to so much misinterpretation, 
points to an understanding of the primordial experience of the natural world that we find elsewhere 
in Patočka’s work.’ (Meacham 2007, 362). See also Bouckaert 1999, 88 –89. 

59 Findlay 2002, 151. 
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overcoming force.’60 This move from mere biological life to historical life, described 
by Patočka as a rise above decadence, has been the greatest accomplishment of 
European civilization: “The solidarity of the shattered can say ‘No’ to mobilizations 
which eternalize the state of war. It will not offer positive programmes but will, as 
Socrates’ daimonion, speak in warnings. It shall create a spiritual atmosphere and 
become a spiritual power that will impose certain limitations on the warring world.’61 

The contemporary economic principle is not autonomous, but dependent upon 
techno-scientific power: ‘Shifting focus toward economic power is a short-term, 
short-lived, tricky matter because it amounts to demobilization even as armies 
of workers, researchers and engineers are being mobilized: in the last analysis 
they all respond to the crack of the whip.’62 Here lies in fact the split between 
‘traditional’ Europe, that of techno-scientific world-domination, which nowadays is 
put under the pressure of global markets, and ‘philosophical’ Europe, which sets 
forth the claim of freely chosen universality. For Patočka, what will come out of the 
antagonism between those two ‘Europes’ will determine its survival. For him, the 
victory of the ‘hegemonic’ over the ‘universalist’ Europe is false, because it already 
contains the prerequisites for Europe’s self-destruction.63

Therefore, for Patočka, today’s economic crisis as an economic war within 
Europe is ruled by the same logic that dominated the two World Wars and 
devastated Europe. It will have an even more degenerating effect, if it is not 
restrained by the other Europe, the Europe of freedom and responsibility. In this 
respect, nothing is more telling than the Czech phenomenologist’s assertion in 
his important 1950s essay on ‘Supercivilization and Its Inner Conflict’ that a way 
out of Europe’s crisis would be to elaborate universality not just ‘from the outside’, 
but as an internal principle.64 Europe’s self-devastation during the two World Wars 
was the most significant testimony to this principle’s failure. Although on many 
occasions Patočka avoided drawing analogies between different historical eras, it 
is quite evident that what we are going through is what he designates as a ‘crisis of 
restructuring’,65 which necessitates the reactivation of Europe’s spiritual heritage. 

60 Patočka 1976 –77, 122 (author’s emphasis).

61 Ibid, 125. See Chvatík 2004, 62 –65. 

62 Patočka 1976 –77, 124.

63 Crowell 2003, 2 –3.

64 ‘La surcivilisation et son conflit interne’, in Patočka 1990, 137. Contrary to this, we should ‘learn 
to think universally’ and this is the authentic sense of today’s much needed ‘sacrifice’ (ibid, 149). 

65 Ibid, 131 ; cf. ‘L’universalité de la civilisation ne peut se réaliser dans l’espace qu’au détriment de 
sa totalité eu égard à la domination de la vie.’  (ibid, 114). 
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The ‘We’ that Bear the Burden 
of the European Dilemma 

Can ‘We’ Together?1

Patrizio Lo Presti
Lund University

This contribution provides an interdisciplinary analysis of expressions of austerity 
policies. It is argued that expressions of austerity policies are meaningful if and 
only if the intended addressees’ psychological states are adequately attuned and 
the conceptual preconditions for implementation met. Furthermore, it is argued 
that if the addressees are suitably psychologically attuned and these preconditions 
met, utility will, by definition, be maximised and successful economical recovery 
enjoyed in equal measure among austerity implementors. The paper is divided 
into five sections. In the first section, the political scene is set in which austerity 
policies are expressed and the terminology is introduced. In the second section, 
expressions of austerity policies are dissected and an analysis of the reference 
conditions of such expressions provided. The third section reviews a conceptual 
analysis of intending and acting together and relates it to jointly implementing 
austerity policies. In the fourth section, the economic rationale behind expressions 
of austerity policies is evaluated with reference to what in economic theory is 
called team-reasoning theory. It is concluded, in section five, that given suitably 
psychologically attuned implementors of austerity policies, expressions of austerity 
policies are economically rational. But we should be sceptical about their economic 
motivation: if the people referred to, to implement austerity, are different from those 
calling for austerity policies, then it might appear, in the long run, that the former 
bear a burden for the good of the latter.

1 This research was funded by the European Science Foundation’s EUROCORES programme 
EuroUnderstanding and carried out as part of the NormCon group. I am grateful to two anonymous 
referees for important comments, and to the editors and the European Science Foundation for the 
opportunity to write this paper.
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I. Introduction

The day after the topic of this volume was announced, the 10th of February 2012, a 
fifth austerity policy was passed in Greece, including a 22% reduction of minimum 
wage, the facilitation of lay-offs, cuts in welfare systems, and a 300 million euro cut 
from pensions for 2012 only (Süddeutsche 13th February 2012). As of July 2013, 
approaching publication of this paper, new austerities have been passed including 
layoff of 25 000 public employees to secure further rescue loans (The New York 
Times 18th July 2013).    

Austerity measures are motivated by need to stop the decline in the European 
economy, and are preceded by peculiar political statements. For instance, 
Sweden’s Prime Minister, Fredrik Reinfeldt, suggested that we will have to work 
longer to maintain the welfare state (Swedish Radio, News, 7th February 2012) and 
Sweden’s Minister of Enterprise, Annie Lööf, suggested that the young would have 
to accept lower wages and less employment security, otherwise employers would 
not be able to afford them (Swedish Television, Agenda, 9th October 2011). Pedro 
Passos Coelho, Prime Minister of Portugal, when announcing austerity measures, 
said “People of Portugal, I know you are asking whether all the sacrifices will be 
worthwhile. I can assure you, they are” (AP News 3rd May 2013).

Closely examined, these statements include three components. First there is 
the subject-term ‘we’, the referent of which is not explicit; secondly, there is an 
intention on which the ‘we’ is supposed to act; and, thirdly, there is a goal that the 
‘we’, if acting appropriately, is expected to realise. 

The present contribution analyses austerity-measure statements and assesses 
the economic rationale behind them. The hypothesis is that the reference of ‘we’ is 
ambiguous, owing both to the volatile psychological mechanisms fundamental to 
people’s self-representations under a ‘we’-label, and to the ontological stratification 
into physical, social, and institutional levels of reality at which ‘we’ can be taken to 
refer (section 2). I will also examine whether, given unambiguous ‘we’-referencing, 
the referred to group is capable of jointly realising the goal that austerity-measure 
statements express (section 3) and whether it is economically rational for its 
members to reason as a team rather than individualistically (section 4). These 
three steps, taken separately, represent the psychology of social identification, the 
philosophy of sociality, and the economics of team-reasoning. Jointly, they provide 
definitions and predictions about the success of austerity measures. 

Now before we begin, some clarification of terminology. I regard austerity-
measure statements as types, of which the examples above are tokens. I will 
use the term ‘s-sentence’ to speak of austerity-measure statements and the term 
‘a-content’ to speak of the action-intentions expressed, so as to avoid repetition of 
these tokens. Sometimes I will use ‘y’ as a dummy for specific actions expressed in 
s-sentences’ a-content. By the phrase ‘conditions of satisfaction’ of s-sentences, I 
will mean the conditions that must be met in order for a ‘we’ to realise successfully 
the goal in the a-content – that is, the conditions under which s-sentences refer to 
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people acting together with economic success. We begin then with one assumption 
(1.1) and one definition (1.2):

1.1. Austerity measure-statements (s-sentences) have three parts: (i) referential 
(‘we’), (ii) action-intentional (a-content), and (iii) utility-prospects.

1.2. S-sentences are satisfied if and only if,
 (i) they refer,
 (ii) the referent acts according to the a-content, and
 (ii) the intended utility is realised. 

II. The reference of ‘we’

Someone will have to bear the burden of austerity measures. The first step in 
our investigation is to arrive at an interpretation of who that is – who the ‘we’ in 
s-sentences are. This step involves determining what it means to identify with a ‘we’ 
and how ‘we’-identification differs from ‘I’-identification (2.1), providing reference 
conditions for s-sentences (2.2), and determining the ontological status of the 
proposed referent. Without an understanding of these matters, an understanding 
of when, to whom, and how s-sentences refer is out of reach. I turn to social 
psychologists and philosophers of the social sciences to pin down each component 
of this first step. It should be kept in mind that the conceptual tools to be used are 
selected for purposes of disambiguating expressions of austerity policies. It is not 
argued that these are the, or the only, conceptual tools best suited for this purpose, 
but they do help us make sense of to whom such expressions refer and whether 
the referent can act as a ‘we’.  
 

2.1. The Psychology of social referencing and self-representation

Marilyn Brewer once said “Groups that become overly inclusive or ill-defined lose 
the loyalty of their membership or break up into factions” (1991, 478), echoing 
Simmel’s proposition that the imposition of large-scale organizational frames 
upon social elements which themselves tend toward differentiation contain the 
instrument of their own destruction (1908/1971, 275). What Simmel and Brewer 
accentuate is the tension in conative forces underlying individual- contra collective-
directed prioritization. I will use the term ‘psychological connectedness’ to denote 
the strength of the relationships between individuals and the groups to which they 
belong. It is the strength of such relationships that Simmel and Brewer investigate. 
Their research is of interest for understanding how and if there is a cohesive ‘we’ 
to which s-sentences refer.

According to Simmel and Brewer, levels of self-representation can be pictured 
diagrammatically as ever-larger concentric circles where the central point 
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represents the individual. From the individual outward each expanse represents a 
social subgroup – families, neighbourhoods, communities, etc. (Brewer 1991, 476). 
The probability of the prioritization of self-representation from the self to significant 
others and then to larger groups is a function of the width of the largest circle and 
the quantity and distances between smaller circles down to the individual point 
(Ibid., 478). If a more collective self-representation is distant, merely symbolic, or 
abstract – for instance, if the only connection to other members is ‘having red hair’ 
– and the number of possible close knit collective self-representations is low, then, 
as Brewer and Kramer (1986, 548–649; See Kramer and Brewer 1984) showed, 
individuals tend to downgrade collective self-representation. 

Thus, the strength of psychological connectedness is a function of (i) group-
size and (ii) membership-criteria (Simmel 1908/1971, 252, 257, 262; Brewer 1991; 
Brewer and Caporeal 1995; Brewer and Gardner 1996; Brewer and Chen 2007).

Furthermore, among social groups we can distinguish at least two kinds. First 
we have membership social groups. Membership social groups are such that, 
for any individual picked out by the group-label it is not necessarily true that that 
individual has a self-concept corresponding to the label. If the individual has such a 
self-concept it is not necessarily true that that individual entertains, at any particular 
time, a self-representation corresponding to the self-concept (See Brewer 1991, 
477). Belonging to membership social groups is, hence, not necessarily freely 
chosen. In contrast to membership social groups, social identity social groups are 
such that, for any individual member it is necessarily true that that individual has 
chosen to identify with the group, hence the individual has at least a rudimentary 
self-concept corresponding to the group-label. It is not necessary, however, that 
if the individual identifies with the group in this voluntary sense that she always 
entertains a self-representation corresponding to the self-concept (See Ibid; Devos 
and Banaji 2003; Dasgupta et al. 2000; Greenwald et al. 1998). Importantly, when 
speaking about social categories, identification with and membership in categories 
can be either exogenously or endogenously given, as a result of external imposition 
or internal disposition, respectively. 

In this connection, I want to pay homage to the late Nobel Laureate in economics, 
Elinor Ostrom. Ostrom (2000) report that individuals’ willingness to cooperate and to 
contribute to common goods within locally designed resource regimes outperforms 
cooperativeness in externally enforced regimes. Ostrom’s explanation is that, 
although externally enforced cooperative behaviour prevents non-cooperation, it 
also prevents the development of social norms of cooperation (See Crawford and 
Ostrom 1995). The prediction is that, as soon as there is a chance of anonymity 
or escaping from detection, individuals in externally imposed resource regimes 
will defect from cooperation (See Bicchieri 1990, 2006). Ostrom’s reasoning might 
explain the findings of Brewer and Kramer (1986) that, in large groups allowing 
anonymity, social identity and the contribution to the common good was overrun 
by self-interest.
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Thus the strength of psychological connectedness, apart from (i) and (ii) above, 
is also a function of (iii) membership-autonomy.

Now, predictions about individualistic–collectivistic prioritization in self-
representation should include considerations of dimensions (i)–(iii). Lets call the 
three dimensions: group-size, the concreteness of group membership-criteria, 
and membership-autonomy. The first dimension pertains to the observed fact that 
collectivistic prioritization is primed by groups that are not too large or too small – 
what has been called ‘optimal distinctiveness theory’ (Brewer 1991, 478; See 1993 
2003; Leondarelli et al. 2010). The second dimension pertains to the observed fact 
that, for collectivistic prioritization to be primed, membership criteria should not 
abstract away too many significant individual traits. The third dimension pertains 
to the observed fact that externally imposed membership jeopardizes loyalty and 
collectivistic prioritization.

To end this subsection, I propose that we have arrived at the following proposition 
about the psychology of self-representation: 

2.1.  The probability of prioritizing collectivistic over individualistic self-representation 
is a function of (i) the distinctiveness of individuals within the group and the 
distinctiveness of the group with regard to other groups, (ii) the concreteness 
of membership-criteria, and (iii) membership-autonomy. 

Returning to the first part of my query, “What is the referent of s-sentences?” 
proposition 2.1 helps frame the answer. 

2.2. The referent of ‘we’

Dimensions of psychological connectedness serve to clarify s-sentences’ reference. 
The referent of the subject-term ‘we’ in s-sentences is not definite. That is, who 
the ‘we’ is, is unclear. Now for s-sentences to refer the subject-term ‘we’ must 
pick out, either, some pre-existing social group the psychological connectedness 
of which is sufficiently strong, or, it must create a group-frame that people come 
to use as reference in self-representation. Lets call these states of affairs the 
‘reference conditions’ of s-sentences. There are then two possibilities of reference 
for s-sentences. Either they do refer in one of the senses specified in the conditions 
of reference, or they do not refer. Lets specify these two possibilities further.

First, if neither of the reference conditions obtain, s-sentences lack a referent 
and are meaningless (in the sense of expressing an action-intention of no one). 
Second, if either of the reference conditions obtain, s-sentences refer to a social 
group, either because such a group already exists or because people start to use 
the ‘we’-frame as reference in self-representation. However we can derive from 



Dictatorship of Failure

186

proposition 2.1 that, if s-sentences refer, then it is nonetheless indeterminate to what 
degree members of the referent-group represent themselves as group-members. It 
follows from the psychology of self-representation that even if the reference of ‘we’ 
is unproblematic, the distinctiveness, abstractness, and membership-autonomy 
involved in belonging to the ‘we’ influence whether group-members identify with 
the ‘we’.

The conclusion to draw is that even if s-sentences refer, the referent is 
psychologically volatile. To answer the question to whom, and if, ‘we’ in s-sentences 
refer, then, we must (i) settle whether the reference conditions obtain. Then, if 
they do obtain, we must (ii) investigate the characteristics of the referent-group, 
along the dimensions expressed in proposition 2.1. From (i) and (ii) we arrive at a 
probability value of successful reference of any token s-sentence. Then justified 
predictions can be made. Thus, to end this subsection, on the reference of ‘we’ in 
s-sentences, the following proposition suggests itself:

2.2. The conditions of reference of s-sentences are states of the world where either 
(i) there exists some group the members of which represents themselves as a 
‘we’, or (ii) the utterance frames a ‘we’ which people use as reference in self-
representation – if neither (i) nor (ii), then s-sentences lack a referent. 

In the following subsection, I draw a distinction between three ways in which 
existential statements in general can refer. It is illuminating to point out, when 
speaking of social phenomena specifically, that, according to prevalent theories 
in the philosophy of sociality at least, there are three levels of reality at which 
statements about ‘what there is in the world’ can be interpreted. Failure to distinguish 
between these levels might lead to bafflement about what I have said here about 
reference of s-sentences. 

2.3. Three levels of reference

It might be asked, “Is it not obvious to what token s-sentences refer?” The reasoning 
might be that, apart from the fact that the subject-term ‘we’ is ambiguous in utterance 
– something any pragmatic listener with sufficient contextual information should 
easily apprehend anyway – it is nonetheless a fact that there are social groups. 
Certainly, it might be said, there are, for instance, pensioners, wage labourers, 
Spaniards, Europeans, and so on, and s-sentences refer precisely to such groups, 
independently of their members’ self-representations. This subsection answers 
such questions by showing that the reasoning behind them is fallacious. The fallacy 
stems from confusing the levels of reference. 

To illustrate the fallacy, I turn to a rapidly growing research area in philosophy: 
social ontology. Social ontological statements are statements about what there is, 
and the existence conditions for what there is, in ‘social reality’. Social reality has 
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some peculiar features not shared with physical reality. John Searle has elegantly 
drawn two distinctions relevant to distinguish social and physical reality. Admittedly, 
focusing on Searle’s theory is a restriction of the field and thus doing so leaves out 
alternative approaches to social ontology. However, his theory is the most discussed 
and is well known in economic theory and other disciplines outside philosophy. So, 
without arguing that Searle is right, I use his theory as a hermeneutic for present 
purposes. (For criticism, see Johansson 2003; Zaibert 2003; Meijers 2003). 

First we distinguish mind-independent from mind-dependent facts. Mind-
independent facts are those whose existence is not conditioned on attitudes, 
beliefs, representations, or any other mental states about them. Mind-dependent 
facts are those whose existence is conditioned on mental states about them. So, 
for instance, the fact that there are 60,8 million organisms with specific cellular 
composition within a certain geographical area is independent of what anyone 
thinks about the matter, whereas the fact that there are 60,8 million Italians is 
dependent on our representing them as ‘Italians’ (See Searle 1995, 7–9; 2010, 18). 
The first fact is ontologically mind-independent whereas the latter is ontologically 
mind-dependent. 

Secondly, we draw a distinction between two senses of ‘objective’ and ‘subjective’. 
That something is objective or subjective can be understood in an ontological or 
an epistemic sense. In the ontological sense, objectivity and subjectivity pertains 
to modes of existence. Thus the mind-independent fact that there are 60,8 million 
organisms within a certain area is ontologically ‘objective’, because it does not 
depend on anyone’s perspective, whereas the mind-dependent fact that someone 
think of these organisms as ‘Italians’ is ontologically ‘subjective’, because it is a 
fact about someone’s thoughts. In the epistemic sense, ‘objective’ and ‘subjective’ 
are predicates of judgments about ontologically objective or subjective facts. For 
instance, in our social world “there are Italians” is epistemically ‘objective’, because 
for there to be Italians it must be agreed by a sufficient amount of people that a 
group is to be represented as ‘Italians’, whereas “Italians are more handsome than 
Swedes” is epistemically ‘subjective’, because no one has to agree with the utterer 
for it to truly express her attitudes (1995, 8–12; 2006, 13–15).

Now social reality is delimitated by the class of mind-dependent, ontologically 
subjective but epistemically objective or subjective facts. Within this division, for 
something actually to be a social fact, Searle claims that the fact in question has to 
be collectively mind-dependent. In philosophers’ jargon, there has to be ‘collective 
intentionality’.

Intentionality is a property of aboutness of mind. When we ask, for instance, 
what someone believes, desires, prefers, fears, and so on, we are in effect asking 
what those mental states are about (1983, 17–18). So, the belief that there are 60,8 
million Italians can be divided into two parts: the belief-part, which determines 
the kind of mental state, and the content-part, which determines what the mental 
state is about. What the mental state is about is called its ‘intentional object’ (Ibid). 
Collective intentionality, then, is an aboutness-kind mental state of individuals, 



Dictatorship of Failure

188

expressible as, for example, “we believe __”, “we fear __”, where the underscore is 
a placeholder for intentional objects. 

This far we have distinguished mind-independent from mind-dependent, and 
ontologically subjective and objective from epistemically subjective and objective, 
levels of reality. Within this division social reality requires collective intentionality 
and is found at the mind-dependent ontologically objective side of the divide. Now, 
there is yet a higher level of reality, which has been called ‘institutional’.

Institutional reality is distinguished from social reality by the inclusion of ‘status 
functions’ (See Tuomela 2007). Status functions are functions of individuals 
according to which individuals are in position to act in ways specified in ‘status 
function declarations’. Status function declarations are declarative speech acts, that 
is, they declare that something is the case. For declarations to be successful, what 
they express as being the case must become the case as a result of the expression. 
For status function declarations to be successful, the status expressed as being 
assigned must apply as a result of the expression. Linguistically represented, status 
function declarations have the form, for example, “Herman Van Rompuy counts as 
the Prime Minister of the EU”. 

Obviously, for function assignments to be successful there has to be collective 
intentionality – else there could be no recognition (aboutness) of Van Rompuy 
(object) as Prime Minister (function). Now, once we have status functions, we also 
have institutional facts. It is an institutional fact that someone has a status that 
entails obligations, permissions, etc., to act in ways that constitute the status, within 
the context in which the status applies. That someone is Prime Minister is not a 
physical fact because it is mind-dependent, and it is not a social fact because it 
requires a special kind of collective intentionality (aboutness). The special kind of 
collective intentional states that distinguish institutional facts is acceptance (Searle 
1995, 117–18; 2010, 102–4). By ‘acceptance’ is meant any confirmative attitude 
toward a status function, not necessarily ‘approval’. 

Other philosophers emphasise collective acceptance as constitutive of 
institutional phenomena. Raimo Tuomela, for instance, says that it is a prerequisite 
of group-membership that the relevant individuals have collectively accepted an 
‘ethos’ – a set of goals, beliefs, and premises in decision making that defines 
them as a group (2007, 187; See 2005, 332; Tuomela and Tuomela 2005, 51). 
Collective acceptance, according to Tuomela, amounts to a joint intention to satisfy 
the group’s ethos (Tuomela 2007, 20), which means, in short, that each individual 
intends to perform actions that are required or permitted, or at least acceptable, for 
the furthering of the ethos, and that he or she does so in part because it promotes 
the ethos (Ibid, 30). The requirement of collective confirmative attitudes for the 
occurrence of institutional phenomena is common to many philosophers (See 
Gilbert 1989, 301–3; Pettit and Schweikard 2006, 33–4; Bratman 1992/1999, 100–
1). 

What we need to keep in mind is that when we speak of the existence of classes 
of entities in the world, we can do so, on the present account, on three levels 
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of reality: physical, social, and institutional. When we speak of social entities, we 
speak of entities dependent for their existence on collective mental states about 
physical facts, that is, on collective intentionality. When we speak about institutional 
entities, we speak of entities dependent for their existence on collective mental 
states of a confirmative attitude-kind about social facts.

Now then, reconsider the above objection to my formulation of the reference 
conditions of an s-sentence. Such sentences, it was objected, refers to whatever 
group of people, for example, pensioners, wage labourers, Spaniards, Europeans, 
which the utterer intends it to refer to, because, after all, there really are such 
groups. We can now discern the fallacy, the confusion of levels of reference, behind 
the objection. 

At the physical level there are people that have reached a certain age, or live 
within a common geographical area. Ontologically objectively there certainly 
is a physical referent, but this does not entail that there is any social referent. 
At the social level, reference depends on what people collectively think about 
people that have reached a certain age, or live within the common geographical 
area. Ontologically subjectively there really are social groups given peoples’ 
appropriate attitudes about the physical referent. At the institutional level, if indeed 
by ‘pensioner’, ‘wage labourer’, etc., we mean people with rights, duties, and so 
on, then whether s-sentences refer depends on peoples’ collective confirmative 
attitudes about such group-statuses. Given such collective confirmative attitudes, 
then, ontologically subjectively and epistemically objectively speaking, there really 
are pensioners, wage labourers, Spaniards, Europeans, and so on. Therefore it 
cannot be maintained that, for example, ‘Europeans’, with all the statuses that 
such people have, is independent of what the referent thinks about Europeans. 
Hence the objection is averted. That is to say, the fact that we can meaningfully 
address such a social group presupposes that its members represent themselves 
as members of that group. And here we can fruitfully reconnect to the above 
social psychological analysis of social identity: if it is a fact that people represent 
themselves as members of a group, for example, ‘Europeans’, this is a function of 
them having chosen to be identified as members of that group. This in turn depends 
on the size of the group, its remoteness in terms of psychological connectedness 
from closer groups, for example, the family or the region, and the membership 
criteria for being a group member. Just assuming that there is, in reality, such a 
group as ‘Europeans’, is therefore a rash leap over many intricate psychological 
and conceptual preconditions that must be met for the assumption to be true. 
Furthermore, if in fact there is a group to which austerity measures refer, this is still 
far from there being any fact of the matter about whether the group can act as a 
‘we’ on the basis of the austerity measures, as we will see in the next section.      

In conclusion, and in line with propositions 2.2 and 2.1, s-sentences’ reference 
is ambiguous, not only as a result of the volatility of psychological connectedness, 
but also as a result of the different ontological strata at which reference can be 



Dictatorship of Failure

190

interpreted. Lets end this subsection with a final proposition about the referent of 
‘we’ and a short discussion about s-sentences’ reference:

2.3. Reference of s-sentences is ambiguous because of the (i) physical, (ii) social, 
and (iii) institutional levels of reality at which s-sentences can be interpreted. 

Presumably, s-sentences should be interpreted as referring to the institutional 
level. The groups referred to by, for example, Pedro Passos Coelho when he 
suggested told the ‘People of Portugal’ that austerity will be worthwhile, and by 
Fredrik Reinfeldt when he suggested that ‘we’ will have to work longer to maintain 
the welfare state, would make no sense if taken to refer to certain multicellular 
organisms or to groups outside a network of obligations, duties, rights, etc. In a 
sense, then, proposition 2.3 is rhetorical. We already know at what level reference 
is intended. However, it follows from the analysis that generated proposition 2.3 
that the use of ‘we’ at the level at which it should be interpreted will lack connection 
to any fact at that level if there are no collective confirmative attitudes about there 
being, for example. ‘pensioner’ or ‘Portuguese’.

We are now in position to conclude section 2 on psychological togetherness 
and on reference of s-sentences with the following definition:

2. The ‘we’ in s-sentences refer to a social group if and only if, 
 (i) individuals identify the ‘we’ as a frame of reference in self-representation; 

because either 
 (ii) (a) there is a social group connoted by ‘we’ whose psychological 

connectedness is sufficiently strong, or
 (ii) (b) ‘we’ frames a social group which individuals come to use as a frame of 

reference in self-representation; and
 (iii) the ‘we’ corresponds to a fact on the institutional level of reality, that is, 

to a social identity represented and accepted as having right, duties, and 
obligations.

Definition 2 is to be thought of as a set of individually necessary and jointly 
sufficient conditions for s-sentence reference. The ‘because’ in condition (i) is not 
meant in the causal sense but in the sense that individuals have (ii) (a) or (b) as 
reasons for (i). 

In the final analysis, who is to bear the burden of economic decline in present 
day Europe is not easy to settle, because the semantics of ‘we’ is polysemous, 
the psychology of groups multidimensional, and the ontology of groups stratified. 
But to who will decide who will bear that burden, if anyone, will ultimately be all the 
people subject to the institution that we call ‘the EU’. How much the people are 
ready to accept, as a collective, if indeed they accept that they are a collective, will 
adjudicate who, if anyone, will bear the burden. 
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III. ‘We’ in intention and action

From now on, I will speak as if s-sentences actually refer. That is to say, I will 
grant that the use of ‘we’ satisfies the conditions in definition 2. My focus will be, 
given that the reference of ‘we’ is unproblematic, what does it take for the other part 
of s-sentences, that is, the a-content, to be satisfied? In other words, what does 
it mean to say that a group acts together, for example, and implements austerity 
policies, as a ‘we’? 

These have recently become philosophically explosive questions. To ascribe 
intentionality and agency to collectives is to mock deeply rooted assumptions that 
only individuals can have mental states and act. Conceptualisations of intending 
and acting jointly are multifaceted but can, with some care, avoid philosophical 
pitfalls. Subsections 3.1 and 3.2 explain joint intentionality and joint agency in the 
spirit of the philosopher Raimo Tuomela. 

3.1. Jointness in modes of intentionality

It is largely agreed in the philosophy of action that actions are individuated by 
intentional states that cause them. An intentional state can be expressed by “I 
want to ___” or “He intends to ___”. If the action represented by the underscore 
is performed on the basis of an intentional state, then it is adequate to say that the 
person was the agent of the action (See Searle 1983; Anscombe 1957). 

Donald Davidson famously said that for something to qualify as an action and 
not merely as a happening or an event without agency, it must be intentional under 
some description (1971/2001, 45–7). For instance, unless I intend to stumble on 
the threshold my stumbling is not an action of mine. If I intend to fetch a book from 
my office and my entering the room is necessary for me to succeed, then although 
stumbling over the threshold is indirectly caused by my intention to fetch the book, 
my intention does not include ‘stumbling over the threshold’, and thus the stumbling 
is not an action of mine (See Searle 1983, 98–102). 

Extending Davidson’s analysis of individual agency to an analysis of collective 
agency is problematic. To begin with, for it to be true that people acted ‘jointly’ it 
seems necessary that the action must be intentionally joint. If it is not intentionally 
joint under some description, then it is not an action of ours or of a we. But what 
then is a ‘joint intention’?

Basically, there are three alternatives. Either (i) joint intentions are defined in 
terms of the intentional subject, that is, to a group-subject where the members 
intend ‘as one body’ or as a ‘plural subject’, in Gilbert’s sense (1989, 199–202); or 
(ii) joint intentions are defined as intentions with the same content, that is, agents 
try to reach the same goal when acting; or (iii), joint intentions belong to a specific 
type of intentionality, not to ordinary ‘I’-intentionality but to ‘we’-intentionality, and 
are defined in terms of that distinct mental type (See Searle 1990). For each 
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alternative there arise philosophically intriguing questions. I cannot enter in-depth 
the extensive literature on these matters.2 Rather, I will focus on one philosopher 
whose theory of joint phenomena touches all three alternatives. I am thinking of 
Raimo Tuomela.

In Tuomela’s analysis of intentionality, we can distinguish three levels. First 
we have ordinary private ‘I-mode’ intentionality; secondly, there is private other-
regarding ‘pro-group I-mode’ intentionality; and thirdly there is pure other-regarding 
‘we-mode’ intentionality. ‘Private’- and ‘other’-regarding is here meant in the conative 
sense, that is, as a predicate for the motivations that generate the intention. Thus, if 
my private desires, preferences, etc., generate an intention to satisfy these private 
states, then I intend in the ‘I’-mode; if, on the other hand, my private states generate 
the intention to satisfy these states in part because it also furthers others’ goals, 
then I intend in the ‘pro-group I-mode’; lastly, if the states that generate the intention 
are shared with others as a result of collective acceptance, then I intend in the ‘we-
mode’ (Tuomela 1993, 87–9; 2000; 2007, 47, 53–6).

What distinguishes these modes of intentionality is the degree of sharing of 
intentional states. From the bottom up, in the ‘I-mode’ it is not necessary that an 
individual shares her intention, for example, to go to London, with anyone for her 
to I-intend; in the ‘pro-group I-mode’, it is necessary that she at least has a belief 
that her going to London is compatible with others’ goals; in the ‘we-mode’ it is 
necessary that it is mutually believed in her group that her going to London is 
the group’s goal (Tuomela 2007, chapters 2 and 3). ‘Mutual belief’ is philosophical 
parlance for beliefs about beliefs in higher-orders. For instance, for there to be a 
mutual belief that my going to London is in my group’s interest, each member of the 
group must believe that my going to London is in the group’s interest and believe 
that every other member believes that my going to London is in the group’s interest, 
and believe that every other member believes that every other member believes 
this, and so on theoretically ad infinitum (See Lewis 1969, 52–6; Tuomela and 
Miller 1988, 381). So when we define the different modes of intentionality, modes 
are distinguished from one another in terms of the degree to which individuals 
share a goal-state, that is, to what degree their intentions overlap. 

Another important dimension along which modes of intentionality differ is 
the dimension of commitment. According to Tuomela, in ‘I-mode’ intentionality 
individuals are only committed to themselves in actualising their intentions, while 
in the ‘pro-group I-mode’ individuals are socially committed to each other to act 
compatibly with each others’ goals through their self-interested actions. In the 
‘we-mode’ individuals are collectively committed to the group to further the goals 
collectively accepted as the group’s goals (2005, 332; 2007, 52–3).

Many philosophers understand commitments as integral to social phenomena, 
but they differ as to the normative status of commitments. For instance, Gilbert 

2  But see especially Bratman (1992; 1999; 2009), Gilbert (1989; 1990; 2009), Searle (1990), List 
and Pettit (2011), and Kutz (2000), for a variety of differing views. Throughout this section I will some 
times compare Tuomela’s analysis with these. 
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(1989; 2006, 5; 2009, 179) conceives of commitment as essential to the formation 
of joint intention and as entailing rights and obligations of involved individuals 
to the effect that others are in a position to sanction anyone who breaches the 
intention. According to Bratman (2009, 153–6), the normativity in joint intentionality 
is understood in terms of the normativity in individual intentionality. In individual 
intentionality it is a norm of rationality, rather than of morality, that one ought to do 
what furthers one’s goal; likewise, it is a norm of rationality in joint intentionality that 
one ought to do what one can to further one’s goal, which may include helping others 
to contribute. For Tuomela, collective commitment amounts to Gilbert’s normative 
notion, that is, rights and obligations (2000; 2007, 37–40), but also responsibility for 
maintaining group-cohesion (2007, 38).

We have, then, three modes of intentionality, ‘I-mode’, ‘pro-group I-mode’, and 
‘we-mode’, each characterised by different levels of jointness of interests, the 
sharing of intentions, and commitment. 

To satisfy Davidson’s dictum, that an action is an event that is intentional under 
some description, in cases of joint agency it seems the action must be intentionally 
joint under some description. We have now seen that for intentionality to be ‘joint’ 
is (at least (in the ‘pro-group I-mode’) for their intentions to be generated out of 
interest for compatibility with others’ goals, where there is belief about others’ 
goals, and where individuals are committed by private intentions to promote the 
success of others. In a stronger sense (the ‘we-mode’), intentions are joint under 
some description only if generated out of interest in a common goal, where there 
is mutual belief about the goal, and where individuals are normatively committed 
to each other as a group to promote the group’s goals and to maintain group-
cohesion.

Consider now the a-content of s-sentences; that is, what austerity measure 
policies tell a ‘we’ to do. Assuming these sentences refer, asking whether the 
a-content specifies joint intentionality is asking what mode of intentionality is 
involved. We have three alternatives. First, if it is the ‘I-mode’, then s-sentences can 
be read, “‘We’ must ‘ψ’ because of ‘private interest’”. But if that is the case, then, on 
conceptual grounds, it is not because ψ is our goal that we must ψ, but only insofar 
as it is anyone’s private goal, and thus ψ is not jointly intentional. Secondly, if the 
a-content of s-sentences is to be understood in the ‘pro-group I-mode’ sense, then 
s-sentences can be read, “‘We’ must ‘ψ’ because ‘ψ is compatible with our shared 
interests’”. On this reading, on conceptual grounds, individuals are interested in 
their goals being at least compatible with others’ goals, and this much is believed. 
But it is not the case that anyone’s intention is generated from a conception of 
the goal as the group’s goal, nor need there be mutual beliefs about each others’ 
goals, nor are individuals committed to any shared goal. If, lastly, the a-content 
of s-sentences is to be understood in the ‘we-mode’ then s-sentences can be 
read, ‘We’ must ‘ψ’ because ‘ψ is in our interest’”. On the ‘we-mode’ reading, then, 
on conceptual grounds, the a-content specifies joint intentionality because it is 
collectively accepted, and mutually believed, that ψ is our goal. Consequentially, 
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on the ‘we-mode’ reading of the a-content of s-sentences everyone is normatively 
committed to the ‘we’ (i.e., to the group), to ψ and to see to it that the ‘we’ is held 
together in the endeavour to ψ.

CWhat mode of intentionality are we to opt for in interpreting s-sentences’ 
a-content? Obviously, since the ‘I-mode’ does not amount to jointness, the a-content 
of s-sentences cannot be read in that mode, because it is contradictory to say that 
it is a private intention of an ‘I’ to act as a ‘we’. The ‘pro-group I-mode’ reading 
does preserve some degree of jointness of the a-content – at least in the sense of 
avoiding incompatible interests and obstructing of goals. However, in the ‘pro-group 
I-mode’ reading the ‘we’ in s-sentences does not quantify over the a-content, since 
in this mode intentions are private and the ‘we’ only enters individuals’ beliefs about 
other’s, not a we’s, goals. So, in this mode, austerity policies would not address a 
‘we’, but only address people’s beliefs about a ‘we’, and beliefs do not act. Thus to 
opt for a ‘pro-group I-mode’ reading of s-sentences’ a-content is to disregard that 
it is a ‘we’ that must act, and that austerity measures thus must address a group at 
an institutional level of reality, that is, to a group with collectively accepted goals. 
Therefore, the only reading of the a-content of s-sentences that makes any sense 
is the ‘we-mode’ reading, where ψ is in our interest because ‘we’ have agreed upon 
it and mutually believe this, and ‘we’ are collectively committed as group-members 
to actions specified in the a-content. 

Returning now to practical matters concerning the reference of expressions of 
austerity measures imposed in ‘Europe’ and on ‘Europeans’, these expressions 
can be made sense of only on the understanding that people are appropriately 
psychologically attuned to identify a ‘we’ and to represent themselves as ‘we 
Europeans’. From there, people must furthermore collectively accept what is 
constitutive for that membership, what its goals are, what its ethos is. If this is not the 
case, then, according to the above analysis, psychologically and conceptually, there 
is no real ‘we’ to actualise policies. Therefore, if there is no collective acceptance 
of and social self-identification with the ‘we’ to which austerity measures are 
supposedly addressed, that such measures can be carried out by whomever it is 
that politicians are referring to is either a political figment or a desperate call for a 
unity that people do not accept.   

From the analysis here presented, and fully in line with definition 2, we can 
conclude this subsection with the following definition:

3.1.  The a-content of s-sentences specifies joint intentionality if and only if, 
 (i)  it is generated from an interest to promote the group’s goals, which are 
 (ii)  collectively accepted by its members under conditions of mutual belief, and 
 (iii) the members are collectively committed on normative grounds to promote 

the satisfaction of the goals.
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It is instructive to bear in mind that clause (iii) can easily be changed in light 
of political changes. Suppose, for instance, that a law is passed enforcing the 
implementation of austerity measures. In that case a social group membership 
is forced into existence and action as a ‘we’ by its members for the purpose of 
actualising the policy is enforced. This would be to move from calling for acceptance 
of measures that presumably need to be carried out, and from a call for committed 
unity, to enforced unity and coercion. Whether this picture represents reality today 
I leave for the reader and future historical research to settle.

3.2. Possibility-conditions and success-conditions for joint action

Suppose a collection of individuals share a frame of reference in self-representation 
under which they identify themselves as a ‘we’. Thus, when someone correctly refers 
to this collective and urges it to act, there actually is such a ‘we’ (in accordance with 
definition 2). Suppose, furthermore, that this ‘we’ has goals, beliefs, and common 
traits constitutive of membership to which there is a collective commitment and 
about which there is a mutual belief. We then have a referent and joint intentionality, 
and thus satisfaction of both parts of s-sentences – reference and goals. 

But now, what does it mean to say “‘we’ ‘ψ’-ed together”? In other words, under 
what conditions were ‘we’ acting as a collective? According to the philosophers 
that I have referred to above, two kinds of conditions must be met. The first kind of 
conditions is possibility conditions for joint action (See Tuomela and Miller 1988, 
374). The second kind of conditions is success conditions for joint action (See 
Searle 1983, 97). Let’s begin by elaborating the possibility conditions.3

The first possibility condition is that the action is ‘we-mode’ action (definition 
3.1 must be satisfied). We do not act as a ‘we’ if we do not intend to act as a ‘we’. 
Secondly, the action to be performed must be of a joint action type, which means 
that the action is part-whole divisible: there is for each participant a ‘slot’ for her 
contributory part-action. It is not meaningful to say “we must ___” or “we did ___” 
if members of the ‘we’ cannot or could not participate. A third possibility condition 
of joint action is that each participant intends to perform her part as her part, which 
means that each participant intends her part to contribute to the whole action 
(Tuomela and Miller 1988, 376; Tuomela 1993, 90; 2000; 2005, 330). Fourth, each 
participant must believe that the possibilities for joint action obtain for a sufficient 
number of other participants. That is to say, one cannot, at least rationally, intend 
to do something that one does not believe is achievable, and one cannot rationally 
intend to do jointly what one believes not to be jointly achievable (Tuomela 2005, 
330; 2007, 93–4).

3  If the reader is unsatisfied with my choice of a theoretical foundation in this discussion and is 
interested in alternative approaches, I refer her to Gallagher (2004), Sebanz et al. (2006), Michael 
(2011), Butterfill (2012), and Lo Presti (2013a, 2013b). 
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We have, then, four possibility conditions for joint action, in the ‘we-mode’ sense 
that are relevant here: (i) agents jointly intend an action in the ‘we-mode’; (ii) the 
action is of the joint type, that is, part-whole divisible; (iii) agents intend to do their 
respective contributory parts; and (iv), it is mutually believed among them that (i)–
(iii) obtain, that is, each believes that (i)–(iii) obtain and believes that the others 
believes this, and that others believe that they believe this, and so on (2005, 340–1; 
but see Searle 1990, 1995). 

Now the success conditions for joint action is the non-accidental realisation of 
the jointly intended action, that is, to have jointly, intentionally performed a joint 
action type by means of contributory parts that actually contributed to the whole. 
The whole, remember, must have been a goal collectively accepted for the group 
under conditions of mutual belief. 

An interesting consequence of the possibility and success conditions for joint 
action is what Tuomela (2007, 48) calls the collectivity condition. If we pause and 
contemplate the logical structure of a ‘we-mode’ intentionally joint action it dawns 
that, necessarily, if the action is successful for one participant then it is successful 
for all. Simply put, it cannot be the case that a ‘we-mode’ intentionally joint action, 
that is, an action in which each participant shares the same collectively accepted 
goal and succeeds in performing contributory parts to that goal, satisfies only some 
of the participants’ goal. Of course, some subgroup may conspire to reap the prize 
of success, but then we do not have a ‘we-mode’ intentionally joint action to begin 
with, or else to ‘reap the prize’ denotes an intention distinct from the action that, as 
it were, produced the prize, and so is distinct from the joint action. 

In conclusion, we can build on definition 3.1 with the following two definitions:

3.2. Action-intentions represented in the a-content of s-sentences are jointly 
satisficeable if and only if, 

 (i) the action is jointly intentional (definition 3.1), 
 (ii)  the action is part-whole divisible with a part for each participant who 

accordingly intends to contribute with part-actions, and
 (iii) (i) and (ii) are mutually believed among the participants; 

3.3. Action-intentions represented in the a-content in s-sentences are jointly 
satisfied if and only if, every participant’s intention is satisfied, or no one’s is.

By ‘jointly satisficeable’ and ‘jointly satisfied’ I mean that it is possible for agents 
to jointly cause the action, and that the action was jointly caused, respectively. 

There are of course issues surrounding joint intentionality and joint agency to 
which I have had to turn a blind eye. One issue is that of intending someone else’s 
action. Philosophers are prompt to preclude mysterious ‘action at a distance’. To 
cause someone else’s action according to one’s own intention is often thought of 
as such mysterious action (See Searle 2010, 44–5). It is generally thought that it 
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is only possible to cause another’s action indirectly, by causing (e.g., persuading, 
deceiving, coercing) him or her to intend the action.4 In the present paper I assume, 
what is generally assumed, that agency presupposes that the action is intentional 
under some description, and that it is the acting agent’s intentions, as causes of the 
action, to which the description must refer. This is compatible with definition 3.2, 
since here joint intentions, as causes of joint action, must figure in a description of 
the action as jointly intentional – otherwise, there is no joint action.

Returning to the general purpose of my investigation into the possibility 
that groups referred to in s-sentences – given that such sentences refer – can 
succeed in carrying out actions specified in a-contents, and, hence, for utterances 
of s-sentences to be meaningful: it is necessary that the a-content specifies an 
action such that the ‘we’-members have a joint intention in the ‘we’-mode (3.1) for 
which the joint action opportunities obtain (3.2). If the ‘we’-members do not have 
a joint intention to perform the action represented in the a-content, then it must 
be possible for them to form such an intention, that is, a ‘we-mode’ joint intention. 
As accounted for in definition 3.1, this means that the ‘we’-members must have an 
interest in promoting shared goals, that these goals are collectively accepted under 
conditions of mutual belief, and that the ‘we’-members are collectively committed, 
that is, normatively bound, to promoting the goals. If these conditions are not met, 
then it is not, on the current analysis, meaningful to say “we will do it” or “we did it”.

Consider, now, ‘Europeans’, ‘Swedes’, ‘Portuguese’, ‘wage labourers’, and 
‘pensioners’. I have argued, consistently with established research, that whether 
any of these terms pick out real groups (correspond to institutional rather than 
social or physical facts), whose members prioritize group-identification and group-
interests, is a matter of volatile psychological relations. I have shown that, given 
that such groups exist and are referred to in s-sentences, it is from a conceptual 
point of view contentious to expect them to form join goals and to act on such 
goals successfully. There are extensive conditions that must obtain for success, as 
specified in 3.1, 3.2, and 3.3. 

These conclusions suggest that the ‘we’ to bear the burden of economic decline 
in present day Europe can only with great difficulty bear that burden in any real 
‘we’-sense, as proposed by some politicians. According to my investigation, this 
has not so much to do with what people want, as with what they believe they can 
together. Of course it is logically possible that typical s-sentence ‘we’-groups will 
act with typical a-content actions as their goals. For them to do so, though, it is 
necessary that they together conjure up prodigious amounts of faith, acceptance, 
and coordination. Furthermore, suppose that they do act in accordance with 
austerity policies, then it follows by definition that if they are successful everyone 
is successful as a ‘we’, and whatever gains there are to reap will be reaped by 
everyone. Conversely, if people do not act in accordance with austerity measures, 

4  For an alternative view, and an in depth discussion about the case of coercion, see 
Abraham Sesshu Roth (2004, 381–86) and Juljan Krause’s response (2012). See also 
Michael Bratman (1992/1999, 105; 1993/1999, 115).
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then that means that they do not accept that they should so act, at least as a ‘we’. 
Interestingly, if people do act in accordance with austerity policies but do not reap 
the supposed gains in equal measure, then that would mean that they have been 
by deceived by someone, or by some faction in their own group. And the fact that 
people act in accordance with austerity policies does not by itself mean that they 
voluntarily did so, but may be a result of contested legislation.  

In the last section before concluding I ask: given that there is a ‘we’ and that 
the ‘we’ can do together what is intended, is it economically rational to invoke a 
‘we’ rather than addressing individuals? Is the probable utility of us acting as a ‘we’ 
greater than the probable utility of us acting as separate individuals? These questions 
carry our investigation into the realm where game theory meets economics, where 
some philosophers and economists are questioning the orthodoxy of putting the 
individual centre stage when predicting and explaining action.

IV. The economical ‘we’

We have reached the point where we know what it means for austerity-policy 
expressions to refer and for the referent jointly to implement austerity policies. That 
is, we know what the conditions for satisfying s-sentences are, and that was my 
primary objective. 

Assuming from here on that the conditions of satisfaction, are met, let’s evaluate 
the economic rationale that is not expressed in s-sentences but is implied: that if 
we together do together what is proposed, we will in the long run receive a greater 
utility.

To evaluate the economic rationale, I turn to game theory. In game theory payoff-
involving action dilemmas are modelled, and predictions and prescriptions of action 
are formulated. Subsection 4.1 presents the basics and questions orthodox game 
theory, 4.2 reviews an alternative model, and 4.3 assesses the alternative and 
uses it to frame what I call the ‘European Dilemma’.   

4.1. The Basics of and problems in orthodox game theory

Game theorists use ‘matrices’ to model action dilemmas. Matrices represent the 
structures of the games, the players involved, possible choices, and payoffs. 
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Fig, 1. Game-matrix.

The game-matrix in Fig. 1 represents two possible choices, c and d, for two 
players, A and B. Players’ payoffs are a function of choice-combinations, (c,c), 
(c,d), (d,c), and (d,d), and are represented by x as A’s payoff and y as B’s. Let’s call 
choice-combinations ‘strategies’.

Different kinds of games can be modelled within standard game matrices. Two 
such games are the “Prisoners’ Dilemma” (PD) and “Hi-Lo”.

In orthodox game theory, players are assumed to be rational individualists, and 
are expected to ask, “What is rational for me to choose?” In PD-games, defect 
is the ‘dominant choice’, that is, the payoff from defecting is higher regardless 
of the other’s choice. Orthodox game theory also presupposes methodological 
individualism, that is, explanations of choices are couched in terms of individuals’ 
beliefs and desires (Lewis 1969). Orthodox game theory thus predicts that PD-
players will choose strategy (defect,defect) because that is the payoff-maximizing 
answer to the question, “What is rational for me to do?” (See Hakli, Miller, and 
Tuomela 2010, 293; Pacherie 2011, 184). 

Orthodox game theory faces two problems. First, it is repeatedly observed 
that players do not choose as orthodox game theory predicts. About half of PD-
players choose cooperate (Ostrom 2000; Colman et. al. 2008a; 2008b). Surely a 
theory with ≈ .5 prediction accuracy is not satisfactory. One might respond that 
this does not disprove the theory, but proves that players are not always rational. 
This response leads to the second problem: In orthodox game theory the rational 
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choice in any game is the individually payoff-maximizing choice, that is, the best 
reply to the other’s expected choice, also called the Nash equilibrium. In PD it is 
rational for B to choose defect given that A chooses defect, and so the strategy 
(defect,defect) is a Nash equilibrium. But notice that in the PD there is a Pareto 
optimal Nash equilibrium, i.e., a strategy where at least one player is better off 
and no-one is worse off, (cooperate,cooperate) with payoffs 2, 2. However, since 
orthodox game theory assumes players to be rational individualists who suppose 
that the other players are also rational individualists, (defect,defect) with payoffs 1, 1 
is prescribed as rational. But this is intuitively irrational, since (cooperate,cooperate) 
both maximizes total payoff and is Pareto optimal (See Gold and Sugden 2007, 
117–8). 

Consider the Hi-Lo game. In Hi-Lo there are two Nash equilibria (high,high) and 
(low,low) where the first strategy is Pareto optimal. Intuitively high is the rational 
choice. Strangely, orthodox game theory is indeterminate in Hi-Lo, since high 
is rational only given that the other player chooses high. But then again, for the 
second player, high is rational only given that the first chooses high, for whom high 
is rational only given that the other chooses high. And we have a regress (See 
Sugden 2000, 182; Colman et al. 2008a, 389).

Let’s call the first problem for orthodox game theory, its unreliable predictions, 
the ‘empirical’ problem. Let’s call the second the ‘prescriptive’ problem – prescribing 
non-Pareto strategies in PD and yielding indeterminate prescription in Hi-Lo.  

Various solutions to the prescriptive problem have been suggested. For instance, 
evidential decision theory suggests that players have strong expectations – assign 
a high probability – that others will choose as they themselves choose (Colman 
et al. 2008b, 409). In Hi-Lo there are two choices. It is equally likely that players 
choose high or low. According to evidential decision theory, then, B supposing A to 
be individualistically rational rationally chooses high as her part of the (high,high) 
strategy. The same goes for A. Both A and B, then, can be certain that the other will 
play high. But this involves a contradiction, since we start from the assumption that 
there are two equally likely choices. The reasoning by A and B is thus irrational, 
either because they are unjustified in the assignment of probabilities (by their own 
lights they are certain) or, because, as it turns out, their reasoning involves only one 
possible choice whereas in fact there are two (See Ibid, 410; 2008a, 390).

Taking the empirical and prescriptive problems seriously, economists and 
philosophers question the viability of orthodox game theory. A better approach, 
some suggest, is team-reasoning theory.

 

4.2. Team-reasoning theory

Michael Bacharach (1999, 118) describes team-reasoning as a player framing 
herself as a group -member, “putting herself in the position of an imaginary manager 
and determining the action which the manager would prescribe for her”. From this 
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hypothetical perspective players ask in the first person plural, “what strategy is 
rational for us?” and then choose their part in it (Ibid, 134–6). Team reasoning 
differs in structure from individualistic reasoning. In the former, players reason 
about strategies – arrays of choices of a team, a ‘profile’ – out of which one’s own 
action is chosen, while in the latter players choose their own actions given certain 
beliefs about others’ choices (Sugden 2000, 193; 2011, 18). 

Team-reasoning theorists do not claim that team-reasoning involves agency 
transformation, that there is a subject, the ‘group’, which acts. Rather, individuals 
can frame game matrices as collective action dilemmas and form joint intentions to 
act as a ‘we’ (Pacherie 2011, 184–5; Gold and Sugden 2007, 130). Frames are sets 
of concepts and descriptions that players use in self-reference. 

From the team-reasoning perspective, groups can nonetheless be interpreted 
as intentional agents whose actions are performed from a rational point of view – a 
point of view from which agents resolve contradictions in reasoning and conflicting 
attitudes, rank preferences, determine means for preference-satisfaction, and 
so on (Tollefsen 2002, 32). Groups can deliberate about the goals and means to 
satisfy goals, and so groups can be interpreted as intentional agents. This group-
intentional agency is not explainable in terms of I-intentional agency, since the 
preference rankings, means determination, and so on, is not necessarily found at 
membership-level. Choices that no player would arrive at in individual reasoning 
can be derived by individuals from team-reasoning (See Ibid, 42–3; for proof, see 
List and Pettit 2011, chapter 2). Although, ultimately, it is individuals that act and 
reason, the aggregation of individual attitudes can create an output that is not 
reducible to any individual attitudes. Thus the explanation for individuals’ choices in 
the team-reasoning paradigm departs from methodological individualism. Tollefsen 
(Ibid, 42) endorses methodological holism, according to which individuals’ actions 
are explained by an appeal to collective deliberation. Bacharach draws an analogy 
between team-reasoning and time-extended individual reasoning: just as time-
extended individuals choose at now in time, team-reasoning individuals choose at 
me in the team (1999, 143). Similarly, Sugden argues that individualistic reasoning 
is a special case of team-reasoning in that it can be modelled exactly as team-
reasoning but with a singleton team (2000, 195). Hakli, Miller and Tuomela (2010, 
310) suggest that players in the ‘we-mode’ (See section 3) reason from a meta-
standpoint where they ask about the game-matrix, not what to choose, but how to 
frame the problem, and then they ask about the strategies, not “what should I do?” 
but “what should we do?” and act accordingly.

Team-reasoning theory thus departs radically from orthodox game-theory by 
questioning methodological individualism. It is predictable in team-reasoning theory 
that players choose cooperate in PD and high in High-Lo, and it prescribes these 
choices. Thus team-reasoning theory can solve the empirical and prescriptive 
problems in orthodox game theory by moving from ‘I’-reasoning to ‘we’-reasoning.  
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4.3. Game-matrix transformation and utility-maximization

Let’s assume that team-reasoning theory is conceptually tenable. Is, then, team-
reasoning with regard to the s-sentences’ a-contents likely to maximize the utility?

To answer this question, we need to understand the structure of the game 
represented in s-sentences – austerity policies. The structure need not be simple 
but should correspond to current state of affairs. 

On close examination, s-sentences represent a typical commons dilemma. 
In common dilemmas individuals choose to take or refrain from taking from a 
common good (Brewer and Kramer 1986, 543). Likewise, austerity measures 
involve dispensation with common goods, such as welfare programmes and low 
retirement age. 

Commons dilemmas can be represented in the PD-structure. The argument for 
this is: if, as proposed in s-sentences, resources are sparse but are expected to 
be replenished if people adhere to austerity, then (i) defection-defection postpone 
replenishment in exchange for small immediate gains – small since both players 
share the spoils – (ii) cooperation-cooperation precipitates replenishment in 
exchange for a postponed greater gain, and (iii) defection-cooperation postpone 
replenishment in exchange for one player’s immediate gain – one takes it all and 
the resource has to be replenished. Thus, we have the traditional PD-structure. 
Lets call this PD-type game, imaginatively, the “European Dilemma” (EUD). 

In orthodox game theory players of the European Dilemma are expected to 
maximize their respective payoffs. In accordance with methodological individualism, 
the prescribed rational choice – the answer to the question “what should I do?” – is 
defect, and thus the (defect,defect) strategy is predicted.

Fig. 4. EUD.

  B 
  c    d 
 
    cooperate  2, 2   0, 3         
         A 
 
       defect   3, 0  1, 1 
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Enter team-reasoning theory. From the perspective of team-reasoning, the first 
step is asking what question (‘I’ or ‘We’) should be asked about which strategy 
would be rational. Thus we have the meta-EUD: 

From this matrix, team-reasoning players conclude that the rational question 
to ask about the game is the we-question, since the answer to that question is the 
Pareto optimal Nash equilibrium, the (cooperate,cooperate) strategy. Remember 
that when it comes to acting as a ‘we’, the payoff is a ‘we’-payoff. That is, on 
the current approach, if ‘we’ succeed every member of the ‘we’ succeeds (See 
Tuomela 2007). 

To clarify Figure 5, in the top-left cell, if A and B ask the we-question about 
(cooperate-cooperate) they conclude that the we-utility is 4, while if they ask the 
I-question they conclude that 2 is their respective utility. In the top-right and bottom-
left cells, if A and B ask the we-question about (cooperate-defect) and (defect-
cooperate) respectively, they will conclude that the we-utility is 3, while if they ask 
the I-question they will conclude that the utility is 0, 3 and 3, 0 respectively. The 
bottom-right cell is the inverse of the top-left – defecting as a team yields a we-
utility 2, while defecting as individuals yields a utility 1.

Team-reasoning thus enables matrix-transformation. Players first settle on 
how to frame the game, they then reason about strategy, and, lastly, they act 
accordingly. When there is a pay-off dominant strategy, we-reasoning players will 
be guaranteed maximum group-utility (Hakli, Miller, and Tuomela 2010, 317) rather 
than the third-best utility (1, 1) predicted by orthodox game theory. 

The EU-dilemma is, remember, a PD-type game. But via team-reasoning and 
the meta-version of the dilemma we arrive at another game entirely. Lets call it the 
‘we’-utility game (WE-U): 

Fig. 5. Meta-EUD.

(4) / (2, 2)

(3) / (3, 0)

(3) / (0, 3)

(2) / (1, 1)

We c/ I c We d/ I d

We c/ I c

We d/ I d
A

B
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It should be obvious what the rational choice in the WE-U game is. It should 
also be obvious from the preceding analysis why orthodox game theory does not 
yield this result.

There are complicating issues to be dealt with by team-reasoning theorists, no 
doubt. For instance, when are the players assured that the others players team-
reason? Rewardingly, we have already dealt with this issue above (definition 3.1, 
condition (ii); see also Tuomela and Tuomela 2005, 71–4). Another issue is coercion, 
which has also been dealt with above (in 2.3 (iii), 3.1 (ii), and 3.2 (i)). On coercion 
Bacharach writes, when team-reasoning agents act on intentions formulated by 
others but are left to figure out for themselves what their respective part-actions 
are, we are dealing with coerced agency (1999, 119). This conception of coercion 
comes close to the very object of my investigation: austerity-policies’ intentional 
content for the ‘we’ to implement without the ‘we’ being unambiguously addressed 
or the appropriate actions for implementing austerity openly submitted. Whether or 
not coercion is a concept, suitably defined, the signification of which applies to the 
present state of affairs in the EU will be further discussed below. 

Another issue is that of repeated games (Crawford 1991; Ellison 1993). In 
repeated games players are in position to learn and predict other players’ decisions 
(Sugden 2003). The effects on payoffs from repeated PD-games is that if players 
know the number of rounds, they will defect in the last round, the explanation being 
that in the final game there is no risk of giving the other player the impression that 
one is a defector, which may lead to future sub-optimal payoffs (Bicchieri 1990). 
This explanation of ‘closing defection’ presupposes that players do not wish to be 
identified as defectors. That concern has indeed been found to be motivated. It 
has been observed that when people are in a position to punish defectors they are 
willing to spend resources on monitoring and sanctioning systems (Ostrom 1990, 
2000). Thus, although sanctioning has a cost, it seems that it is something people 
are prepared to pay in order to maintain cooperation. This fact, in turn, can explain 
why, in repeated games, the level of cooperation does not decline but remains 
between forty and sixty per cent (Ostrom 2000). 

For present purposes, the data from experiments with game repetition points 
toward the following consideration. Consider what happens if, in a repeated EUD, 
austerity policies are imposed successfully (people collectively accept them and 
manage to actualise them as a we), but either the expectations of utility are not 

Fig. 6. WE-U.

  B 
   c  d 
  
 c     4  3 
  A  
  d   3  2 
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met or utility is passed upon a subgroup of the ‘we’. In that case, positions are 
revealed: some players become known as co-operators and others as defectors. 
In future games this presumably leads those of the first group to defect and a sub-
optimal payoff to result. Indeed, according to the reviewed data, if players have 
learnt that others cooperate, then it makes no sense to defect. So if the EUD is a 
repeated game (remember that by the time this article is written the fifth austerity 
measure had been passed in Greece), defection by some players is indicative of 
distrust among players, which in turn indicates that either the expected utilities 
have not been met before or they have only accrued to a few. That is to say, people 
have learnt that co-operators are exploited and that defection is at least minimally 
rewarding. That the EUD is a repeated game can be affirmed with reference to 
how the game matrix was brought about: politicians addressing a ‘we’ to implement 
policies. That matrix, even if relatively new on the EU scale, is a repeating matrix; 
so the game played is a repeating game. From these considerations it is justified 
to conclude, from the premises that (i) people do not identify with the ‘we’, (ii) do 
not commit themselves to the action (austerity implementation) expressed as a 
‘we’-goal, and (iii) do not choose to frame their current situation as one in which 
‘we’-reasoning is rational, that its reasonable for the people under consideration 
to not trust the estimated utility of playing the ‘EU game’ and to not believe that 
the distribution of yielded utility will be measured according to cooperation. Of 
course, it is not obvious that the state of the EU makes these premises true and the 
conclusion follows. Either way, if, for instance, the Greeks or the Portuguese do not 
accept austerity policies, then we can start to check off the premises to arrive at an 
explanation. As the saying goes, you have made your bed and now you will have 
to lie in it – or, concerning austerity policies, as the game has been played people 
will play it again. And this is supported by the reviewed data on repeated games.  

This section closes the circle that I have drawn around austerity policies. The 
considerations put forward here reinforce the central theme in this contribution: it 
makes sense to propose austerity measures, and there are prospects for payoffs, 
only to the extent that those addressed to bear the burden represent the situation 
as one in which they, as a we, should act. In the long run it seems that the only 
alternative to meaningfully addressing a ‘we’ to bear the burden is to create it by 
enforcement or coercion; and this might be necessary for the ‘we’ to comply given 
that the game is known from repetition to be rigged for the benefit of a few rather 
than the common benefit of the ‘we’. 

V. Conclusion

I am not implying that it is philosophically unthinkable that Europeans, Swedes, 
Portuguese, or other groups will cooperate as a ‘we’ and jointly overcome current 
hardships. Neither would it be psychologically extraordinary. There is no psycho-
philosophical incoherence in conceiving people acting as a ‘we’, as a jointly 
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intentional agent. Were we to retrospect in the future and triumphantly proclaim, 
“We did it!” this would not disprove anything I have said. We should be sceptical, 
though, and ask who it was that did what on whose intention. This scepticism is not 
motivated by fear of having theories disproved, but by the hope that it is true that we 
did it. Because if it is true, then, new developments in economics and game theory 
suggest that our payoff will be greater than if we did not (section 4).   

Retrospectively we can test whether it is true that we overcame economic 
decline. If it is true, then there should be no individuals in ‘the EU’ whose intentions 
are satisfied while the European people’s are not, and there should be no individual 
whose payoff, as a result of what we did, is greater than others’. These are no 
moral dictates. It is how it should be, by definition, if indeed we bore the burden of 
economic decline (section 3).

Will we bear that burden? To answer that we need to know who we are, who we 
want to be, what we want, whether we want to do it together, and how to share the 
burden. And that is ultimately a matter of what characteristics we have in common, 
if we freely choose those characteristics, what we mutually believe, and whether 
we are ready to accept the intentions others set for us to implement together as a 
collective (section 2).  

Perhaps austerity policies can succeed regardless of the psychological, 
philosophical, and game theory preconditions I have illuminated. In that case, at 
best, they are not intended to be satisfied by the people at all but intended for the 
people to satisfy, and then ‘we’ cannot share the burden but only the bondage to 
re-establish someone’s economic privileges.  
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The Great Transformation 
Three Centuries Later

Double Movement, ‘Marketspeak’ and Sacrifice

Matteo Stocchetti
Arcada University of Applied Sciences 

Åbo Akademi University

We have nothing to fear but fear itself 
Franklin Delano Roosevelt

In this article I make four main points. First, that the populist inclination to blame 
the victim severely misconstrues the nature and implications of the current 
crisis. Secondly, core among these implications and re-reading Karl Polanyi, 
is the likelihood that in the age of hegemonic capitalism there may be no 
‘countermovement’ in response to the disruptions produced by the market utopia. 
From this possibility emerges, in my view, the intellectual imperative of tackling 
a ‘new great transformation’: something that Polanyi could not foresee. Thirdly, I 
look at ‘marketspeak’ as the discourse that may have effaced the sources of the 
‘countermovement’ by re-construing society itself as ontologically dependent on 
the market – rather than as an entity capable of defensive response – construing 
freedom as insecurity and the ‘citizen’ as ‘consumer’. Finally, I point to the rhetoric of 
sacrifice as the point of saturation of ‘marketspeak’ and to the problem of violence, 
associated with it, a core element in the political significance of this crisis and a 
dilemma that the leaders committed to the preservation of the market utopia cannot 
afford to ignore.

I. Crisis and truth

Times of crisis have inherent elements of ambivalence and what for some is a 
problem, for others is an opportunity. The difference depends on where we stand 
or, more precisely, on the set of conditions which defines our relative position in 
society. 

The reason why I believe we need to discuss this crisis, its meaning, its origins 
and especially its possible outcomes is that the direction of change, emancipative 



Stocchetti

211

or repressive, depends on the social construction of the crisis itself – the way 
people think, write and talk about it. Discussion, in this view, is a way to tackle 
ambivalence, and, ultimately, to influence the outcome.

If the interpretation of a crisis is in itself a form of communicative behavior with 
political consequences, one problem is in stipulating the nature of truth claims that 
can be credibly associated with such an analysis of the current crisis. 

The kind of truth associated with this interpretation is presumably rather close 
to what Slavoj Žižek, quoting Jacques Lacan, called ‘an engaged truth, measured 
not by its factual accuracy but by the way it affects the subjective position of 
enunciation’ (Žižek 2010). In this perspective, considered in terms of the social 
construction of engaged truths, the discussion about the crisis, its origins, nature 
and consequences, is a form of intervention on the crisis: a communicative strategy 
in the competition for control over the distribution of values in society – the essence 
of politics. I will start by discussing the following question: who should we blame?

For individuals as well as communities in distress, the allocation of blame 
performs at least two important functions. First, it gives the crisis a cause or a 
motive, and helps individuals to make sense of the situation and to accept the 
sacrifices requested of them. Second, it helps to channel collective anger and 
frustration toward a legitimate target – not necessarily the real culprit. 

On a few occasions, during the debate on the Finnish contribution to the 
financial rescue of Greece, I had to listen to derogatory comments targeting the 
laziness of the Greeks or, in some cases, the consumerism of the Americans and 
other culture-specific features of those people accused of being responsible for the 
sacrifices asked of the small but hardworking population of Finland. 

I think these comments are instances of a cognitive response, known as the 
‘blame the victim’ attitude. When people feel incapable of helping or unwilling to 
help the victim of some dramatic occurrences – like in rape – they sometimes react 
by blaming the victim rather than the victimizer (‘she should not have worn that 
miniskirt…’). In social psychology, this form of behaviour is explained in terms of 
a defensive response against the sense of impotence or guilt associated with the 
incapacity or unwillingness to help the victim. 

When the crisis spread to Europe and threatened the common currency and 
even the institutional integrity of the European Union, further targets of blame 
became the people of Italy, Spain and Ireland for being the ‘soft belly’ of financial 
Europe, France and Germany for not finding an agreement on how to save the rest 
of Europe, the European Central Bank for not having been sufficiently proactive 
in supporting the national banking system, and more recently Germany for not 
wanting to ‘save’ Greece.

It should be obvious enough that, the Greeks, Spanish, Americans and the 
people in the West and elsewhere are the victims and not the cause of the crisis. 
But, if one cannot blame the victim, then who else can be blamed? 

In order to play the functions described above, not all the targets of blame are 
equally suitable. Concrete objects like individuals and groups are better targets, 
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nicely visible and easier to grasp, than immaterial ones. Thus, the class of US 
brokers, which until 2007 operated the subprime mortgage deals, or the brokers all 
over the world who let those ‘toxic assets’ circulate in the financial system (in the 
form of mortgage-backed securities [MBS]) are pretty good targets. Institutions are 
a bit less concrete but still suitable targets. These may include the US government, 
which allows the financial market to run unregulated, and the banking system that 
managed to speculate on those high-risk assets, prioritizing the possibility of profit 
over the interests of their clients (and of the global financial system, with insight!). 
Finally, there are immaterial objects like fate or ‘bad luck’ or, more seriously, the 
rules of the financial system and even the culture of capitalism: the shared values, 
implicit knowledge and unwritten norms that constitute and distinguish capitalism 
from other ideologies.

Different targets of blame are open to different interpretative avenues of the 
crisis itself and, most importantly, different prescriptions concerning the possible 
remedies. 

Because individuals are concrete objects and ideas are not, in this crisis the 
tendency is to blame individuals’ (or groups of individuals’) behaviour in the financial 
world, rather than the ideas and rules of capitalist finance itself. 

If we blame the insolvent US citizens who were hoping to buy their homes, we 
may feel rewarded by the idea that these people (about 1, 2 million nationwide) 
have already been punished for their ignorance and lost their homes. In order to 
avoid similar mishaps from occurring in the future, it should be established that 
ignorance, at least in financial affairs, is a crime (probably against humanity, if one 
considers the range of implications). If we blame the US government or the banking 
system, our targets are much less vulnerable but surely more influential for the 
future. Furthermore, if we decide to blame the rules and culture of capitalism, our 
target is a difficult one but, as I suggest, one worth engaging if our goal is not to 
scapegoat but to avoid similar crises from occurring in the future. 

The question of whether ideas can be blamed for the deeds of those inspired by 
them is a tricky one. We usually blame Nazism and Communism, and not only their 
leaders or followers, for a wide range of atrocities. On the other hand, we do usefully 
distinguish the ideas from their interpretations, for example, when we discuss the 
relationship between Christian and Islamic fundamentalisms with Christianity and 
Islam respectively.

In line with this interpretation, some are inclined to distinguish the idea and 
rules of financial capitalism from the behaviour of its agents and, for example, to 
claim that the ‘rules of the system’ are fundamentally right, but some people or 
institutions have abused them. 

If this is true, the avoidance of a further crisis would require tighter vigilance 
on the proper compliance with the rules: a prescription that can be based only on 
the belief that the self-regulating market is, in reality, not self-regulating at all, and 
that the intervention of the State or other agencies is necessary to compensate 
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for the excess of capitalist accumulation (Stiglitz 2001 [1944]) or, in our terms, to 
compensate for the wrong use of the right rules. 

But if the self-regulating market must be regulated, it also means that the idea of 
a self-regulating market, and the rules associated with it are patently wrong.

Another and a bit more political line of argument develops from clarifying in 
what sense the ‘rules of the system’ can be right or wrong. 

At least two meanings seem relevant here: one pragmatic, and the other ethical. 
In the first meaning the ‘right’ rules are those that can secure the reproduction of 
the system or at least that do not bring about its collapse. In this sense, the rule of 
profit is right until it does not ‘kill’ the source of profit itself. In a more ethical sense, 
‘right’ refers to the utilitarian principle of seeking the maximum benefit with the 
minimum cost. Here the rules are right if and when the benefits are greater than 
the disadvantages. If it could be proved that capitalism actually benefits a few to 
the disadvantage of the many, one should conclude that the rules of capitalism 
are ‘wrong’ on ethical grounds, whilst on pragmatic grounds, and including the 
moderation clause, these rules may still be ‘right’. 

From this point of view, the rules of financial capitalism are ‘right’ in the pragmatic 
sense of allowing the reproduction of the system, if one accepts the idea that there 
is nothing wrong in taking financial advantage of people’s desires and as long as 
one does not take too much advantage of that. However, the weakness of the ‘right 
rules but wrong use’ argument, once one accepts the idea that banks and financial 
organizations exist not to serve people in general but to help selected individuals 
and institutions to accumulate profit, is in the question of ‘how much?’ which is both 
crucial and elusive.

The crisis started because a financial ‘tool’ devised to lure individuals with low 
income (and pursuing the illusion of becoming a house owner) into agreements 
that would allow banks to take advantage of them eventually malfunctioned. Some 
major users of this ‘tool’ collapsed, in practice, because exploitation exceeded the 
capacity of the exploited to be exploited. With hindsight, this kind of practice was 
no doubt a mistake. However, from a pragmatist point of view, it was the same 
kind of mistake committed by the torturer who manages to kill the subject before 
the information he is been tortured for can be extracted. As a more experienced 
torturer should know the breaking point of the victims, a more experienced financial 
broker should know the point at which the debtor cannot repay the debt and be 
moderate – not out of moral consideration but merely out of self-interest. 

In practice, one is tempted to think that, at least in financial capitalism as we 
know it today, it is not illegal to be dishonest – as long as one is not too dishonest. 

The argument that the rules of financial capitalism are ‘right’ and one only has 
to concern oneself about its users is tempting, but applied to the current crisis it 
has at least two flaws.

Firstly, if the rules are right but some users are wrong, then the state or other 
authorities do not need to revise the rules but just punish the misusers. However, 
this is not what is happening. In fact, state intervention– and most notably that of 
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the US – so far has been directed not at punishing the greedy ones or alleviating 
the damage for the victims, but rather to save the financial institutions from the 
consequences of their deeds (and to help other states to save their own institutions). 

Secondly, the crisis started in the US but spread quickly world-wide. This 
means that we cannot blame only US capitalism for the European and world-wide 
effects of the crisis. If the European and global financial system cannot isolate and 
reduce the effects of the financial crisis that originated in the US, I would suggest 
that something is wrong with capitalism in whatever version it is applied: the rules 
cannot in fact reproduce the system.

If one dares to blame the rules of the financial game and the institutions that 
support them, rather than the victims of both, one has to address the question of 
compliance: how is it possible to enforce such a system? Or more precisely, on 
which grounds may one hope to succeed in asking people to make sacrifices to 
preserve a system that ultimately considers them as resources to be exploited? 

II. Great transformations and double movements

If crises are construed as opportunities for change, a question worth asking is: 
what kind of change? Looking deeper into the political implications of the current 
crisis it is useful to recall the work of Karl Polanyi and his description of the ‘great 
transformation’: the changes that accompanied the rise and fall of the ideology of 
the self-regulated market between the 18th and mid-20th century.

One of the main points in Polanyi’s analysis is that an economy based on 
the self-regulating or ‘free’ market has disruptive effects on society in so far as it 
enforces the marketization of the constitutive elements of society itself – for Polanyi 
land, labour and money. In his analysis, Polanyi describes the transformations 
associated with the initial marketization of society in the early stage of capitalism. 
He describes the problems related to it, the increased poverty and the resistance 
of society to these changes, and ultimately the disappearance of traditional society. 

As is well known, Polanyi coined the term ‘double movement’ to express the core 
dynamic of the ‘great transformation’. For at least a century, Polanyi notes, modern 
society has been ruled by a ‘double movement: the market expanded continuously 
but this movement was met by a counter-movement checking the expansion in 
definite directions’ (Polanyi 2001 [1944], 136). Albeit necessary to protect society 
from the working of the self-regulated market, this ‘double movement’ produced the 
tensions that eventually brought about the crisis and collapse of that social order.

Nineteenth-century civilization was not destroyed by the external or internal attack of 
barbarians; its vitality was not sapped by the devastations of World War I nor by the 
revolt of a socialist proletariat or a fascist lower middle class. Its failure was not the 
outcome of some alleged laws of economics such as that of the falling rate of profit 
or of underconsumption or overproduction. It disintegrated as the result of an entirely 
different set of causes: the measures which society adopted in order not to be, in its turn, 
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annihilated by the action of the self-regulating market….the conflict between the market 
and the elementary requirements of an organized social life provided the century with 
its dynamics and produced the typical strains and stresses which ultimately destroyed 
that society. External wars merely hastened its destruction. (Polanyi 2001 [1944], 257.) 

The logic of the double movement implies that, if and when the marketization of 
society surpasses a certain threshold, social forces start a countermovement 
aiming at the protection of society from the disruptive effects of marketization. 

In its simplicity, the mechanism described by Polanyi possesses at least three 
features that make it interesting and influential in the debate about the current crisis. 
First, and quite simply, it supports predictions concerning the outcome of the crisis 
in terms of a ‘natural’ movement, possibly primed by the State, to protect society 
and to regulate the financial market. Second, and more interestingly, this logic 
configures a set of binaries that affect not only the way we think about the problem 
but also the nature of the solutions that become available. As Christopher Holmes 
notes (Holmes 2013), this invite a serious reflection on the ‘politics of the possible’ 
and, the ‘discourse of transcendence’ that more or less implicitly accompany the 
interpretation of ‘double movements’. Thirdly, and even more interestingly, the logic 
of the double movement and the binary (-ies) it constitutes, suggests the possibility 
of a ‘return of the political’ because it is evocative of the distinction between ‘friend 
and enemy’ that Carl Schmitt designed as ‘the specific political distinction to which 
political actions and motives can be reduced’ (Schmitt 2007 [1936], 26).

It is therefore in the spirit of an intellectual provocation, and perhaps of the 
need to cope with the frustration of the ‘post-political’ effacement of dissent 
and antagonism, that I would like to bring the reader’s attention to the following 
possibility: What if the apparatus empirically performing ‘protection’ in the ‘double 
movement’ script will not play its role in this crisis? What if the balancing mechanism 
has collapsed under the pressure of globalization? What if the neoliberal onslaught 
has effectively resulted in the incapacity to “see the market as a part of the broader 
economy, and the broader economy as part of a still broader society” (Stiglitz 2001 
[1944], xv)? 

Perhaps more soberly, this possibility is ventilated by Gareth Dale, an authoritative 
student of Polanyi’s work. Discussing ‘Neoliberalism and the countermovement 
today’, Dale offers an extensive review of the arguments of those that seek in 
Polanyi’s approach the interpretative key to make political sense of the current 
crisis (Dale 2010, 207–234). At the end of that review, he offers three reasons why 
the argument of those expecting the Polanyian countermovement in this crisis may 
be in fact too optimistic:

The first is that it misreads the current policy shift. There is, at the time of writing, little 
sign of the world’s ruling classes blaming capitalism or even neoliberalism…for the 
global market meltdown. The second…is that it misidentifies the causes of the postwar 
golden age…It is not neoliberalism but capitalism that lurches from crisis to crisis, 
and to think that the replacement of neoliberalism by an étatiste species of capitalism 
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would inaugurate a new golden era is to overestimate the ability of the state to engineer 
prosperity…Thirdly and finally, this expectation overlooks the degree to which changes 
in the global economy over previous decades contributed to the failure of Keynesian 
and étatiste techniques in the 1970s. (Dale 2010, 231–233.)

The last order of change, Dale notes quoting David Kotz (Kotz, 1999), is 
associated with globalization: a process that “transformed big business from a 
supporter to an opponent of the interventionist state”. (Dale 2010, 233) 

In a final comment about the durability of the ‘neoliberal project’, Dale warns the 
reader that

I am not suggesting that the amassing of powerful business support behind it 
guarantees its continuation in perpetuity, but it does suggest that for neoliberalism to 
meet its demise powerful social movements would be required. (Dale 2010, 234.)

When Polanyi declares that his thesis “is that the idea of a self-adjusting market 
implied a stark utopia. Such an institution could not exist for any length of time without 
annihilating the human and natural substance of society” (Polanyi 2001 [1944], 3), 
he discusses the ‘annihilation’ of society as a possibility intrinsic to the working of 
this utopia. If we take the possibility of the end of the double movement seriously, 
then we should also be prepared to discuss the annihilation of society on both 
conceptual and practical grounds. If the apprehensions of Dale and others deserve 
to be taken seriously – and I think they do – then we must consider something I 
would like to call the ‘new great transformation hypothesis’: the proposition that in 
this crisis the double movement may not be working anymore, at least not in the 
terms described by Polanyi, because after the end of the Cold War the discourse 
that supports the utopia of the self-regulating market – or ‘marketspeak’ – has 
become hegemonic: a political discourse that effaces all the other competing 
political discourses. It was at this time, as Josef Stiglitz notes discussing the 
actuality of Polanyi, that the political inhibitors to the full expression of the forces 
supporting the marketization of society were removed (Stiglitz 2001 [1944]). But 
it was also at this time that the saturation of political discourse by ‘marketspeak’ 
brought about the “unipolar world… the absence of legitimate alternatives to the 
dominant hegemonic order” and “the lack of political channels for challenging the 
hegemony of the neo-liberal model of globalization” (Mouffe 2009, 552).

To discuss this possibility I would like to take a closer look at ‘marketspeak’, 
its symbolic power and its capacity to erode the sources of an effective 
‘countermovement’ to the marketization of society. In the concluding section, I will 
discuss sacrifice and saturation as the initial moments of a ‘new great transformation’.
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III. ‘Marketspeak’ and symbolic power

The marketization of society is a cultural process based on communicative 
practices with at least two significant features. The first is aptly described by Polanyi 
and consists of the progressive erosion of society brought about by the reduction 
of societal values to market values. The second feature, which in my view has 
reached a greater relevance today, is the discursive re-construction of the social 
as ontologically dependent on the market. In Polanyi’s description, the influence of 
the market utopia depends on the power of elites. What I suggest here is that, after 
the end of the Cold War, the power of that utopia is supported by a discourse – 
‘marketspeak’ – that naturalizes the idea that society depends on the market, that 
(mis)construes freedom as risk and transforms ‘citizens’ into ‘consumers’. 

 Broadly speaking, ‘marketspeak’ is a way of thinking and communicating 
about important aspects pertaining to the organization of human life. More technically 
it is a discursive practice capable, as such, of creating, supporting or challenging 
relations of power depending on the ‘market’ and its discursive formations. It is also 
a pedagogy: a way of educating and training people to make sense out of important 
aspects of our life in relation to the ‘market’. In its educational capacity, for example, 
‘marketspeak’ not only establishes the ‘market’ (it does not matter here whether 
it is in its ‘self-regulating’ or ‘regulated’ versions) as an authoritative agency with 
strong transcendental connotations and with ‘growth’ as its physiological state. It 
also legitimizes the operations of the ‘managers’, ‘leaders’ and other social profiles 
invested with the capacity to interpret the market’s ‘will’, ‘needs’, ‘anxiety’, etc., 
and, therefore, it legitimizes their influence in directing, sanctioning, supporting or 
punishing the behaviors of individuals and groups in society. 

 In this interpretation, the influence of ‘marketspeak’ is not only, nor primarily, 
a reflection of the influence of the ruling class or other elites but a form of ‘symbolic 
power’. This is a form of power that Pierre Bourdieu describes

as a power of constituting the given through utterances, of making people see and 
believe, of confirming or transforming the vision of the world and, thereby, action on the 
world and thus the world itself, an almost identical magical power which enables one to 
obtain the equivalent of what is obtained through force (whether physical or economic), 
by virtue of the specific effect of mobilization. (Bourdieu 1991, 170.)

A good example of this power at work is that of (US-based) financial rating 
agencies. In the conditions of the global economy, these agencies are most 
influential actors: their pronouncements are endorsed with the authority of self-
fulfilling prophecies. They are the holders of both the carrot and the stick, having 
the practical possibility of praising or punishing governments and societies for their 
greater or lesser compliance with the rules of global capitalism – as expressed by 
the ‘mood’ of financial markets. And this is an extraordinary power that in a time of 
crisis can fatally damage the national economy of most states.
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For all those who want to challenge or even resist the influence of ‘marketspeak’, 
an important question is to understand the nature and origins of its symbolic power. 
If we follow Bourdieu, the influence assisting the ‘pronunciamientos’ of rating 
agencies does not reflect the power of the market but rather the power of the belief 
in the market. This is the idea, in Bourdieu’s terms, that 

symbolic power does not reside in ‘symbolic systems’ in the form of an ‘illocutionary 
force’ but that it is defined in and through a given relation between those who exercise 
power and those who submit to it, i.e. in the very structure of the field in which belief 
is produced and reproduced. What creates the power of words and slogans, a power 
capable of maintaining or subverting the social order, is the belief in the legitimacy 
of words and of those who utter them. And words alone cannot create this belief. 
(Bourdieu 1991, 170)

The symbolic power of ‘marketspeak’ allows the logic of the market to spread 
and to regulate a growing part of ‘the social’ and, at the same time, to justify this 
intrusion. In other words, the power of rating agencies merely reflects a (great?) 
transformation that has already occurred: the acceptance of national societies to 
be regulated according to the interests of global corporate finance. As Bourdieu 
put it:

For symbolic power is that invisible form of power which can be exercised only with the 
complicity of those who do not want to know that they are subject to it or even that they 
themselves exercise it. (Bourdieu 1991, 164.)

If symbolic power is construed as a form of power dependent on beliefs 
supporting legitimization and on the complicity of the subjects, what are the beliefs, 
legitimacy and ‘complicities’ associated with ‘marketspeak’? 

 In human affairs, complicity is usually brought about by a commonality 
of interests, hopes, or even apprehensions and one may usefully ask when and 
how the very idea of the market performed reassuring functions, originating the 
possibility of legitimization of a social order based on it. Earl Gammon, for example, 
with the intention of outlining ‘a post-rationalist approach to international political 
economy’, suggests that the belief in the self-regulating market can be seen as an 
‘aggressive response to anxiety… regarding social order’ (Gammon 2008, 251). 
Locating the origins of the self-regulating market in the collapse of the Natural 
Moral Economy in early 19th-century England, Gammon addresses the limitations 
of Polanyi’s technological determinism on the matter while, at the same time, 
identifying the grounds on which both legitimizing beliefs and complicity can be 
established. More precisely, Gammon explores

the role of aggression and anxiety in the genesis of the market as a mechanism for 
the ordering of social relations…crucial to the ascent of the market civilization was the 
reconception of the market as a mechanism for the deliverance of secular retribution, 
replacing beliefs in a supernatural agency at work in the social economy. The market as 
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a redistributive mechanism…was more than just the negative sanctioning of productive 
inefficiency. It was an expression of a desire to punish and objectify those who resisted 
or stood in the way of the creation of a new technological utopia that was supplanting 
conceptions of a natural moral economy. This aggressive pursuit of the market in 
Victorian England…was directly related to the anxiety stemming from the failure of the 
long-standing project of natural theology (Gammon 2008, 255.)

Equipped with affective and even moral power, the ‘self-regulating market’ 
becomes the secular canvass on which one may express the hopes and fears 
associated with the problems of social order, the occurrence of social conflict 
and ultimately the possibility of social change. In this light, the symbolic power of 
‘marketspeak’ is construed on beliefs that legitimize the influence and actions of 
those that sought to address these hopes and fears, as well as, to take advantage 
of them.

It is in this capacity, as a discourse capable of inspiring an ideal goal and of 
bringing about the conditions of its attainments that ‘marketspeak’ accompanies 
and supports the marketization of society, performing functions of control and 
communicative re-construing of society itself (in fact, re-production for control!), of 
the values, relations, institutions, etc., and all that Polanyi may have considered ‘the 
elementary requirements of an organized social life’ (Polanyi 2001 [1944], 257). 

In this process of communicative re-construing of social life, however, 
‘marketspeak’ inhibits the possibility of an effective countermovement by affecting 
the meaning of freedom, by familiarizing the individual as ‘consumer’ rather than 
‘citizen’ and ultimately by bringing about the ‘end of politics’ – if this concept is 
meant to describe the competition for control over the distribution of values in 
society. This competition is dissolved because the complicity associated with the 
symbolic power of ‘marketspeak’ establishes the consensual attribution of control to 
the ‘market’, making the distributions of values in society an administrative matter: 
a question of ‘management’ and not of political competition. 

Already in the 1960s, long before the end of the Cold War, Herbert Marcuse 
described the effects of this dissolution in his One-Dimensional Man (Marcuse 
2002 [1964]). Many fundamental aspects such as ‘the paralysis of criticism’, the 
‘closing of the political universe’, the ‘defeated logic of protest’, etc., are echoed 
today, sometimes implicitly, in the discussion about the post-political and its features 
– for example, the excess of consensus that terminate politics (Rancière 2001, 
32; Mouffe 2009), or the reduction of government to administration (Swyngedouw 
2007; Žižek 1999, 198), etc. 

As for the meaning of freedom, while Polanyi could not anticipate the dissolution 
of politics into management, he did however point to the ‘institutional separation of 
politics and economics’, which ‘almost automatically produced freedom at the cost 
of justice and insecurity’ (Polanyi 2001 [1944], 263), and to the ‘meaning of freedom’ 
as the unresolved dilemma at the root of liberal utopia (Polanyi 2001 [1944], 266). 
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In Polanyi, the ideology of the self-regulating market construes economic 
freedom as the only ‘real’ freedom and the one that has to be defended with the 
sacrifice of other freedoms

Free enterprise and private ownership are declared to be essential of freedom. No 
society built on other foundations is said to deserve to be called free. The freedom that 
regulation creates is denounced as unfreedom; the justice liberty and welfare it offers 
are decried as a camouflage of slavery. (Polanyi 2001 [1944], 265.)

Democratic regimes need a certain idea of freedom to deal with the problem of 
change: the possibility of transformation in ways that do not undermine the integrity 
of the community. The problem of freedom within democratic discourse is the 
problem of identifying the sustainable balance between the needs of the individual 
and those of the community. Part of the solution to this problem is the idea that 
freedom can be effectively defined in terms of rights and duties or entitlements 
assisted by the force of law and by the consensus of the majority.

The notion of freedom as construed in ‘marketspeak’ however does not emerge 
from the problem of managing social change but rather from the utopian expectation 
of removing the problem of change itself:

Clearly, at the root of the dilemma there is the meaning of freedom itself. Liberal 
economy gave a false direction to our ideals. It seemed to approximate the fulfillment of 
intrinsically utopian expectations. No society is possible in which power and compulsion 
are absent, nor a world in which force has no function. It was an illusion to assume a 
society shaped by man’s will and wish alone. Yet this was the result of a market view 
of society which equated economics with contractual relationships, and contractual 
relations with freedom. (Polanyi 2001 [1944], 266.) 

Once confined within its narrow managerial connotation, freedom loses its 
connection with change and becomes ‘unfreedom’: a regime in which consumerism 
is a form of social control (Marcuse 2002 [1964]). 

Thus the problem of the ‘meaning of freedom’ is transformed into the problem 
of social change. But to understand the influence and function of ‘marketspeak’ in 
inhibiting the forces that could trigger a Polanyian ‘countermovement’, we should 
keep in mind that the social identity of individuals – citizens, consumers, slaves, 
voters, enlisted, etc. – is (almost by definition!) a social object that exists only 
as a result of communicative practices. The ‘citizen’ and the ‘consumer’ are two 
characters of different discourses: the socio-political discourse that addresses 
issues of power and freedom in terms of rights and duties and ‘marketspeak’ that 
addresses issues of personal profit and interests in terms of markets and exchange 
value. 

The discourse that reproduces the ‘citizen’ is a process where problems of 
social order and political power are addressed while the discourse that reproduces 
the consumer reduces the individual ‘power’ within a egoistic notions of ‘interest’ 
and ‘participation’ to the private act of consumption. 
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The age of the citizen is the age of politics and the democratic competition 
for control over the socio-political order. The age of the consumer is the age of a 
hegemonic order that rules individual lives according to managerial criteria and 
allows no change in the fundamental structure of society. 

In this light, the downgrading of ‘citizens’ to ‘consumers’ occurs as a result of 
the erosion of the socio-political discourse to the advantage of ‘marketspeak’. This 
erosion ensues from discursive practices, the mobilization of power/knowledge, the 
selection of relevant issues and the addressing of social problems within conceptual 
frameworks that ultimately invite the individual to behave as a consumer, rather 
than a citizen: to concentrate on personal interest and private consumption, and to 
disregard opportunities for active participation in the political process. 

Dale reports that Polanyi himself, in the essay ‘Community and Society’ 
published in 1937, describes the corruptive capacity of the market in moral terms 
as follows:

The market acts like an invisible boundary isolating all individuals in their day-to-day 
activities, as producers and consumers. They produce for the market, they are supplied 
from the market. Beyond it they cannot reach, however eagerly they may wish to serve 
their fellows. Any attempt to be helpful on their part is instantly frustrated by the market 
mechanism …Under such a system human beings are not allowed to be good, even 
though they may wish so. (Dale 2010, 10–11.)

If the nature of the problems we let ourselves be concerned with affects our 
intellectual and spiritual life and the way we evolve as individuals and in relation to 
others, the commercial saturation of the public communicative space must have 
consequences on the way people perceive themselves and their relation with the 
social world. 

For Jean Baudrillard this is the state of affairs in the ‘age of simulation’, a time 
in which the political is effaced by the destruction of meaning. 

Today what we are experiencing is the absorption of all virtual modes of expression into 
that of advertising. All original cultural forms, all determined languages are absorbed in 
advertising because it has no depth, it is instantaneous and instantaneously forgotten. 
(Baudrillard 1994 [1985], 87.)

From a different perspective, but recalling Baudrillard (Baudrillard, 1983), 
Andrew Wernick suggests that “cynical privatism and mass apathy can even be 
construed as a sign of resistance” to a communicative environment saturated by 
the logic of promotional culture (Wernick 1991, 192). 

The invitation to construe individual social identity as consumers rather than 
citizens is supported by a carrot and at least a few sticks. The carrot is the promise of 
material opulence, of an enhanced ‘buying power’ and participation in consumerist 
rituals that manage to keep the fear of scarcity at bay while developing a convenient 
ontological dependency in which ‘being is reduced to having’ (Wernick 1991, 35) 
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and life to the ‘good life’ of mass consumption “in defense of which the opposites 
are united” (Marcuse 2002 (1964), 259). 

The sticks are primarily fears: fear of scarcity, fear of failure, of exclusion and 
even punishment. If education is reduced to the training of skilled labour rather than 
the formation of individuals able to participate actively in the social and political life 
of their community, it is no wonder that finding a job is the main source of anxiety 
amongst the younger generation. 

Health and illness, raising a child, getting a decent education, taking care of the 
elderly are domains of life that individuals are increasingly asked to deal with not in 
terms of civic entitlements but in those of private consumption, buying services at 
market prices and getting the quality that their ‘buying power’ allows them to get. 

The fact that some diseases, for example, the seasonal flu epidemics, are 
typically discussed in terms of lost working hours, and the advisability of vaccination 
is addressed not primarily in medical terms (the consequences on people health) but 
in relation to the advantages for the national economy reflects a specific standpoint 
that enforces a new and unchallenged interpretative consensus. In practice, we are 
trained to perceive health and illness not as conditions requiring public assistance 
but as forms of waste deserving public sanctions. We are persuaded to accept 
the social construction of these realities from the perspective of a discourse that 
construe the individual not as a value or an end in herself but as a resource in the 
production process. 

In this light, ‘I don’t want to pay for someone else’s health problems’ is a 
sentence with an ambivalent meaning. It signals the rejection of the responsibilities 
accompanying the identification with a community but also, and perhaps more 
deeply, the fundamental sense of insecurity, impotence, and ultimately the weakness 
of the individualized individual who cannot care about anyone other than himself.

We are forced into adopting the identities predisposed by ‘marketspeak’, and 
participate in this discourse. Few of us discuss our children’s illnesses primarily 
in terms of ‘lost working hours’ but this is also changing, and working parents, 
pressed by managerial ‘leaders’ are invited to look at their life prioritizing their 
company’s interests. We can’t afford to ignore a point of view that ultimately puts 
‘growth’ before ‘life’, which reduces the quality of life to economic growth.

IV. Sacrifice & Saturation

If ‘marketspeak’ has successfully eroded, perhaps completely, the forces that 
should initiate the ‘countermovement’, what can we expect from the future?

As part of the ‘new great transformation’ hypothesis I would like to suggest here 
that the rhetoric of sacrifice, as used in the communicative management of this 
crisis, is an important and ambivalent signal for at least three reasons.

First, the notion of sacrifice is socially meaningful and politically relevant 
(e.g. for strategies of legitimization in political discourse [Reyes 2011]) because 
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it participates in the identity discourse: the practice for the social construction of 
collective identities and Anderson’s ‘imagined communities’. In this capacity, this 
notion performs at least three functions: (a) it creates the (belief in a) collective 
identity as a symbolical representation of a community defined by participation 
in the sacrifice itself and its meaning; (b) it makes this community a ‘sacred 
community’, a social object endorsed with transcendental meanings and emotional 
values that reach far beyond the meanings and values of its individual members; 
and (c) it establishes a ritual – the ritual sacrifice of individual interests and values – 
which reproduces the community, the identification of its members with its symbols 
and, therefore, the use of those symbols in political discourse (e.g. ‘saving the Euro 
to save the Union’). 

Secondly, and consequently, the activation of this notion signals the reaching of 
the paradoxical point at which, after having effectively eroded the social grounds 
for a countermovement, ‘marketspeak’ now tries to re-constitute the community to 
preserve the rules of the system against the effects of its own working. In a rather 
clumsy way, the rhetoric of sacrifice tries to mobilize ‘consumers’ in support of 
capitalism at a moment when the rules of capitalism are showing their dangerous 
inadequacy to manage the world. As nationalism was a discourse that created 
the Nation and the desire to die for it in the conflicts caused by nationalism itself, 
capitalism is now realizing that it needs the notion of sacrifice to compensate for 
the damage brought about by its own discourse. If this operation were to succeed 
– and luckily there are serious reasons for doubts – the end result may well be the 
enforcement of some sort of a global identity based on the market utopia (an object 
which will perform the same functions of discursive legitimization of violence that 
the ‘international community’ performed in the ‘humanitarian wars’ of the 1990s).

Thirdly, the mobilization of ‘sacrifice’ activates the discourse of political violence. 
This discourse is also constitutive of political identity and quite inspirational when 
it comes to discussing the practical implications of the ‘new great transformation’ 
hypothesis. The reference to sacrifice do not only solicits identification with a 
group and the prioritization of the collective over the individual interest. It also 
unveils the violence connected with this solicitation and, more radically, introduces 
the problem of the social control of violence: the legitimization of the distinction 
between legitimate and illegitimate violence. For example, if the rhetoric of sacrifice 
is looked at through the lenses of the ‘surrogate victim mechanism’ (Girard 2005 
[1972]), the upsurge of this rhetoric may also signal a more or less conscious effort 
to re-direct the violence that is growing in the system. 

the violence directed against the surrogate victim may well be radically generative in 
that, by putting an end to the vicious and destructive cycle of violence, it simultaneously 
initiates another and constructive cycle, that of the sacrificial rite – which protects the 
community from that same violence and allows culture to flourish. (Girard 2005 [1972], 
98.)
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The activation/mobilization of ‘sacrifice’, therefore, brings the problem of  
violence, and new elements of ambivalence, into the discursive management of 
the crisis. For the leaders/managers of a system based on injustice, the problem of 
violence is primarily that of establishing and justifying criteria to distinguish between 
legitimate and illegitimate violence. This problem is important not primarily on 
moral but on pragmatic grounds: it has to do, so to say, with the cost-effectiveness 
of violence. If the legitimacy of violence is interiorized by the victim as ‘sacrifice’, 
the same violence reinforces the community and the authority of its leaders. If, 
however, the exercise of violence is perceived as unjust, the authoritativeness of 
both is undermined and the possibility of antagonistic violence increases. This 
possibility, even as a mere possibility, reproduces the fundamental problem of 
violence on a greater scale, with greater risks, greater costs and more uncertain 
outcomes. 

A system based on injustice is ultimately based on fear and the function of 
sacrifice is not the removal of fear but rather its management. Despite all its 
functionalities, (Stocchetti 2007) fear is an ambivalent resource. In the ‘new great 
transformation’ the ideologues of failing capitalism appeal to ‘consumers’ for the 
surrogate functions of a ‘countermovement’ which is nowhere in sight, and ask 
for sacrifices in an effort to re-constitute identities that ‘marketspeak’ has almost 
completely eroded. But one may recall what Jean Baudrillard wrote discussing 
‘9/11’, and suggest that, in the conditions of hegemonic order, the meaning of 
violence expressed in those attacks

goes far beyond hatred for the dominant world power among the disinherited and the 
exploited, among those who have ended up on the wrong side of the global order. Even 
those who share in the advantages of that order have this malicious desire in their 
hearts. Allergy to any definitive order, to any definitive power, is – happily – universal…
Very logically – and inexorably – the increase in the power of power heightens the will 
to destroy it…When global power monopolizes the situation to this extent, when there 
is such a formidable condensation of all functions in the technocratic machinery, and 
when no alternative form of thinking is allowed, what other way is there but a terroristic 
situational transfer? It was the system itself which created the objective conditions for 
this brutal retaliation. By seizing all the cards for itself, it forced the Other to change the 
rules. And the new rules are fierce ones, because the stakes are fierce. To a system 
whose very excess of power poses an insoluble challenge, the terrorists respond with a 
definitive act which is also not susceptible of exchange. (Baudrillard 2003 [2002], 6–9.)

The violence described by Baudrillard is not the violence that belongs to the 
logic of the political – the logic in which actions are still meaningful in relation to 
the friend-enemy distinction. Rather it is a response to the logic of ‘dissuasion’ 
and to the ‘surgical’ violence with which the hegemonic power enforces its order: 
the virtual war Baudrillard described in antithesis to von Clausewitz, that is, ‘the 
absence of politics pursued with other means’ (Baudrillard 1991, 21, translation 
mine).
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It is a subversive violence not because it challenges the hegemon but because 
it precisely refuses even that minimum level of complicity necessary to constitute 
the challenge as a binary. The terrorist violence described by Baudrillard cannot 
be defused by the opening of ‘political channels for challenging the hegemony of 
the neo-liberal model of globalization’ and expressing ‘legitimate dissent’ (Mouffe 
2009, 552). It is, in fact, a form of violence that does not seek ‘victory’ over the 
hegemonic power but offer self-sacrifice to achieve its ‘humiliation’. 

To understand the rest of the world’s hatred of the West, we have to overturn all our 
usual ways of seeing. It is not the hatred of those from whom we have taken everything 
and given nothing back; it is the hatred of those to whom we have given everything 
without their being able to give it back. It is not, then, the hatred bred of deprivation and 
exploitation, but of humiliation. And it is to humiliation that the terrorism of September 
11 was a response: one humiliation for another. (Baudrillard 2003 [2002], 100.)

And humiliation, if looked at from the point of view of this discussion, is indeed 
‘the worst thing for global power’ (Baudrillard 2003 [2002], 101) because it is an 
effective way to destroy the symbolic power of the discourse that supports its 
hegemony.

If the current crisis is looked at through the speculative lenses of the end of 
the double movement or ‘the great new transformation’ hypothesis, one should 
also be prepared to discuss the discontinuities that the rhetoric of sacrifice and 
the conditions of saturation introduce in the analysis of change. In this analysis, 
as I tried to argue, the role of violence is ambivalent and elusive but ultimately 
fundamental. Through the same rhetoric of sacrifice, but taken at its deepest and 
most radical roots, it constitutes the possibility that the ‘countermovement’ to be 
expected in the current crisis is not one aiming at the protection of society but 
rather one aiming at the destruction of the discursive order of the market utopia in 
its Neoliberal form. 
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I. Introduction

My title paraphrases Bernard Mandeville’s subtitle for his Fable of the Bees (1723), 
a popular work in the eighteenth century, not least for its enticing claim that private 
vices yield public benefits. Virtue and vice, private and public – somewhat stylized 
couplings, perhaps, but the terms still reverberate when it comes to problems of 
economy and society, and I will be using them here as a kind of historical echo 
chamber. Mandeville’s catalogue of vices, for example, has an easy familiarity: 
lawyers survey the law like burglars do houses; priests are lazy, avaricious and 
lustful despite the strictures of their calling; those in government boast of their own 
honesty and speak of the common good even as their hands reach ever deeper 
into the till – his list of exemplars goes on. And contemporary analogs are easy 
enough to find. 

But hypocrisy does not sufficiently account for the mess we are in today, and 
moral outrage has yet to transform society. I think there are several systemic 
factors at issue in any contemporary reckoning with public and private, virtue and 
vice. These are relational terms above all, to be grasped in tandem, but the context 
in which they operate has changed since the eighteenth century. The pairing of 
‘public’ and ‘private,’ for example, is now far more formalized and institutionalized. 
And the moral pique experienced by many of Mandeville’s early readers has 
been mitigated by the passage of time. Too, economics has been scientized and 
systematized to a far greater extent than was the case in the long ago days of 

1 This paper is a much-expanded version of an earlier piece, Grotke 2012. My gratitude to the 
organizers of the November 2012 Helsinki Collegium conference, Alejandro Lorite Escorihuela & 
José Filipe Pereira da Silva, for the chance to think more about accounting, and to benefit from the 
other conference presentations. Two anonymous reviewers provided comments on an earlier draft, 
and this paper has been improved as a result of their insightful remarks – thank you. Though I could 
not incorporate all of their helpful suggestions here, they will be kept in mind for future work.
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political economy, thanks in part to a gradual but pronounced naturalization of 
economic competition and resultant order, about which I will a bit say more, below. 
We may of course still be outraged at the disproportionality between the penalties 
levied upon financial institutions relative to the concrete personal and social harm 
experienced by those who lost houses, savings, or jobs as a result of the crisis – 
all those individual stories that never get told in a newspaper or, if they do, appear 
chiefly as a shorthand trope of a much more general malaise. But it seems that 
whatever our economy now is, it is to a considerable extent premised on the notion 
of private financial institutions that are too big to fail. The rest of us, by comparison, 
are apparently quite expendable, and even governments come and go. What does 
this mean? And how to think of public and private, virtue and vice today?

In preparing this paper, I knew that there would be two things I would like to address 
in the area of accounting that I think are relevant to the present financial crisis and 
its aftermath. The first is the current “convergence project” whose goal is a single, 
unified set of accounting principles for for-profit, exchange-listed private business 
entities. This development deserves attention because it is widely unfamiliar to 
nonspecialists, but also because its genesis and development coincide with the 
ascendancy of post-WWII neoliberalism. Too, its full implementation would occasion 
major changes in the processes of measuring economic value. Its importance for 
what follows rests on the claims made by convergence advocates that this project 
will serve the public interest in its streamlining of private, for-profit accounting, a 
claim that certainly carries with it assumptions about an ideal equilibrium between 
public and private. My second focus will be on a 2006 White Paper from the 
US Governmental Accounting Standards Board (GASB), which makes a strong 
argument for a distinction between public and private accounting practices. This 
document motivated my choice to go back to the 18th century for inspiration, since 
the White Paper struck me on first reading as the kind of document that prompts 
comparison with what one might generally call the spirit of the Enlightenment, in 
its positive but also critical senses. In other words, it offers a strong statement 
of principle – one that is highly morally inflected, clearly about values and just 
as clearly oriented toward a perceived threat of the priorities and procedures of 
government being undermined or even displaced by those of the corporation. In 
its emphasis on a notion of citizenship that is not equivalent or subordinate to the 
market or market behavior, I think it is in some important ways directly linked to 
certain Enlightenment ideals, particularly of representative government. Being a 
statement of principle, I will be using it here in order to raise some questions about 
the ways that public and private meet, and also to question the ‘corporatization’ of 
the public sphere. 

In what follows, I will surely raise more questions than I will answer regarding 
the relationship of accounting and value(s). But I hope that what I do describe will 
be useful, and prompt more work on the the crisis and the importance of accounting 
standards in analyzing it. Very little mainstream, non-specialized work has been 
done on this topic, and that is unfortunate. Discussion of the crisis and what to 
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do about has been marked by a great many stale ideas, a great deal of highly 
professionalized financial arcana, and a great deal of frustration. This strikes me as 
a very bad and particularly unenlightening combination, and one that is also highly 
depoliticizing.

II. A Mandevillean Echo-Chamber

Finance – as practiced by banks, corporations, hedge funds and similar entities 
– is a largely ‘private’ activity whose confines are justified at least in part by an 
underlying logic of competition, relative advantage, and profit-seeking. As we now 
can see, if we didn’t already before, this activity has very public consequences. 
As for virtues and vices? Attribution is always difficult, and things may indeed be 
relative, but the terms nevertheless have a certain force and are still clearly useful 
when it comes to praising or condemning the many actors and institutions in the 
financial drama within which increasingly more people across the world are forced 
to act, as their savings, earnings, prospects and horizons contract along with the 
economy. Even if it may be averred that moralizing often proves an unreliable 
guide to the understanding, especially in cases where considerations of personal 
or private character and behavior coexist alongside the evidently systemic and 
global, the language of virtue and vice is already all around us, and defines the 
realm of collective political engagement and commitment across the many and 
varied registers of response to the crisis. There is a history here, one of the gradual 
development of economies and politics in tandem, and Mandeville serves as a 
useful marker on the road to understanding the function of freedoms and constraints 
within the evolution of the modern state. 

Mandeville’s key claim was that selfishness and egoism, far from being 
detrimental to society, were instead the source of prosperity and progress. This 
rather deceptively simple idea stood at the center of the contemporary controversy 
surrounding the work. In Mandeville’s view, morality – and particularly abstract, 
prescriptive morality as found in systems of ethics or religion – was full of ideals 
bearing very little relation to how most people behave in social and professional 
life.2 These behaviors were ineluctably rooted in passions and desires, not reasons 
or principles. The achievement and maintenance of a thriving and successful polity, 
according to Mandeville, was not a matter of working toward some idealized state 
of peace and harmony – something which, if taken seriously, would only result in 
decline. Rather, it was the vice issuing from basic human egoism that allowed the 
state to prosper. His claim was that the bad must be taken with the good, since they 
are of a psychological, social, and territorial piece. If humans were ever unfortunate 
enough to be cured of their abundant personal vices, “they would cease to be 

2  Posner (1992) makes similar arguments regarding the ineffectuality of moral principles derived 
from Judaeo-Christian beliefs in advancing a more just society.
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capable of being rais’d into such vast, potent, and polite Societies, as they have 
been under the several great Commonwealths and Monarchies that have flourish’d 
since the Creation.”3 For this reason, to strive for utopian contentment would be to 
court social crisis and collapse. 

Much of the force of Mandeville’s fable comes down to his insistence on how 
we really behave rather than who we wish to be or think we already are. He seeks 
to explain how any social commerce and economy engaged in by such conceited, 
extraordinarily selfish, headstrong and cunning animals as ourselves necessarily 
entails friction, hypocrisy, perhaps even a little crisis and certainly war and death. 
Nevetheless, he discerned an order within the apparent chaos. That Mandeville’s 
philosophical anthropology emphasized egoistic, selfish capacities of human 
beings did not particularly perturb him: as he states at the outset of the Fable, 
“Twas said of Montagne, that he was pretty well vers’d in the Defects of Mankind, 
but unacquainted with the Excellencies of human Nature: If I fare no worse, I shall 
think myself well used.”4 And perhaps it is true that we need to understand our worst 
capacities in order to draw upon our best. The animating genius of Mandeville’s 
conception of human nature was rooted in two simultaneous separations: first, 
between individual and collective behaviors; and second, between private and 
public moralities. I note this because it bears on the reflexive problems posed by 
the present financial crisis: the ways in which we think and talk about how and why 
the crisis occurred, whether we attribute responsibility and blame to individuals, 
groups, or systems, and all the dynamic and corresponding moral evaluations that 
play such a considerable role in the political arena, broadly understood.

What the Fable perhaps lacked in philosophical subtlety it compensated for in 
its unwavering commitment to and development of a single and highly aggravating 
idea, one to which many others felt compelled to respond. Mandeville’s contrarian 
arguments were a provocation to and not a justification of many received ideas. 
This marks a difference in context between his age and ours, because the 
challenges presented by his underlying philosophical anthropology at a time 
when commercial society was just developing are no longer so acute and have 
even been somewhat routinized by the gradual entrenchment of various capitalist 
naturalisms. But in the eighteenth century, Mandeville’s claims occasioned a 
great deal of conspicuous engagement. Hutcheson condemned Mandeville in his 
lectures, and George Berkeley specifically targeted Mandeville’s ‘empiricist’ views 
in his Alciphron dialogues (1732). Adam Smith, though influenced by Mandeville, 
could also be critical: “All public spirit, therefore, all preference of public to private 
interest, is, according to him, a mere cheat and imposition upon mankind; and 
that human virtue which is so much boasted of, and which is the occasion of so 
much emulation, is the mere offspring of flattery begot upon pride.”5 Smith faults 

3  Mandeville 1923 [2001 reprint], v. 1, 9.

4  Mandeville 1923 [2001 reprint], I, 7–8; 5.

5  Smith 1984, 309.
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Mandeville on several grounds: his reduction of all sympathy to vice, for example, 
as well as an underlying asceticism so extreme that any meaningful intersubjective 
sympathies among human beings are simply ruled out. On a related note, David 
Hume once commented that if vice is understood as the key to virtue and social 
goods, there must simply be something wrong with our terminology.6 

Friedrich von Hayek, considered by many a primary architect of neoliberalism, 
credited Mandeville along with Hume for recognizing that “the formation of regular 
patterns within human relations that were not the conscious aim of human actions 
raised a problem which required the development of a systematic social theory.”7 
In Hayek’s reading, Mandeville succeeded in bringing together two distinct but 
nevertheless “twinned” notions that had previously been kept apart by rationalist 
philosophizing: the idea of evolution, and the notion of a spontaneous generation 
of order.8 For those who may be interested in the various ways naturalism has 
entwined itself within Western economic thought, this is a key interpretive moment, 
one that has been central to the deregulationist aesthetic. In his article on 
Mandeville, Hayek credits Mandeville with pointing the way out of a 2,000 year 
old prison constructed by the Greeks by means of the dichotomy between nature, 
on the one hand, and artifice or convention, on the other.9 Hardly a small feat. In 
other words, Mandeville had made a discovery about commercial sociability, one 
useful in dispelling centuries of confusion, and so he was not simply a teller of tales; 
rather, he was a kind of scientist. Hayek’s reading of Mandeville is an important 
part of the intellectual and historical legitimation of deregulatory approaches to 
the relationship between state and market.10 My suspicion is that economists may 
now have more sophisticated approaches to this relationship, but in the realm 
of politics the moral charge attached to deregulationist, free market ideas is still 
strong enough perhaps to excuse my oversimplification. So strong, it would seem, 
that many governments far prefer using taxpayer money to finance bailouts and/
or instituting austerity policies to regulating the banks and financial institutions that 
were at the center of the storm. 

III. Crisis and Accounting

To return to Hume, it seems there is always something potentially wrong with our 
terminology, and perhaps particularly so when it comes to talking about problems 

6  Kaye, “Introduction” in Mandeville 1923 [2001 reprint], cxxx.

7  Hayek 1983, 22.

8  Hayek 1967, 126.

9  Hayek 1967, 129–31.

10  As one anonymous reviewer of this piece helpfully noted, Mandeville’s ‘paradox’ has been read 
in many ways: for the curious reader, cf. the bibliography on Mandeville’s work at <andromeda.
rutgers.edu/~jlynch/C18/biblio/mandeville.html> (accessed 5 Nov 2013). 

http://andromeda.rutgers.edu/~jlynch/C18/biblio/mandeville.html
http://andromeda.rutgers.edu/~jlynch/C18/biblio/mandeville.html
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of ends, values, or the direction of social order and organization, things which crisis 
always signals in inverted perspective. The tension about language, values, and 
determination of the real has been conveyed in Marxist and critical thought by the 
concept of “ideology,” a word that bears witness both to the rise of the bourgeoisie 
as well as subsequent attempts to account for them. This was a group that, as 
Horkheimer and others argued, had a great many interests in suppressing rather 
than liberating instinctual desires in the process of their own self-creation and 
justification –  a class that, if this analysis is endorsed, seem to have turned its back 
on Mandeville en masse in favor of more virtuous self-understandings, passions, 
and sentiments.11 But within the critical reading, if private vices are suppressed, this 
happens in aid of an even greater public vice – capitalism, or, since even capitalists 
can now talk of ‘capitalisms,’ perhaps neoliberalism may be the better or at least 
more current term. But even from this vantage point, the problem of human nature 
– specifically, the ways it is shaped or distorted – remains central, even if only by 
implication and by virtue of the hope that it may be expressed in less exploitative, 
damaging or confining ways. Now, the language of crisis echoes across the globe, 
part of an entrenched and also media-driven delivery system, one that tends to pay 
relatively less attention to the questions, where do we go from here, and how bad 
will the future be if we don’t change course? 

Outside of the collection of vast amounts of data and the calculation of probabilities 
which now encircle so much of our world, perhaps there is no telling – an observation 
that may be taken with or without irony, as the reader wishes. And, as has been long 
pointed out, even with inductive-based predictive methods there remains a problem 
of deriving a future state of affairs from a present one. The mistake being called out 
in this famous criticism is chiefly a moral one, because perhaps the future should 
hold out the promise of a better state of affairs than present conditions, if simply 
extended, would seem to allow. We know that there is unfairness and injustice in 
the status quo, after all. But the mathematics of prediction and the status quo that 
are integral to consumer economics and marketing nevertheless also help serve 
to reassure us that we will not be surprised or not be surprised too much by things, 
like crises, say, or the outcomes of elections, or radical changes in standards of 
living of the kind that recent suicides in Spain have underscored. But when we are 
surprised by things, which actually seems to happen quite often, then virtues and 
vices become very important things to talk about. I doubt if too many people in 
Europe have missed, for example, remarks whether in public or private about lazy, 
profligate southerners or virtuous, thrifty northerners, since I have heard them often 
enough myself. Matters of value, its expression and calculation, come so swiftly 
and easily into play, and this is one of the reasons why a better understanding of 
accounting is of such fundamental importance, particularly in crises of a financial 
sort. Accounting rules provide a map of the financial territory. Because accounting 
is about the determination of values – first and most obviously, monetary ones (as 

11  Horkheimer 1993, 56.
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even the nineteenth-century development of value-theory attests, with its borrowing 
from the language of economy), but also those which may not or do not admit of 
having a price tag. Perhaps it is much easier to talk about national character than 
it is to confess that one doesn’t really understand what is going on, or than it is to 
admit ignorance about something so central to the modern world and its ways of 
structuring and measuring value. Clearly, one of the things that crisis-talk is good 
for is throwing people back on their selfishness and self-interest, in highlighting the 
vices of others in an attempt to shore up one’s own sense of virtue. Propaganda 
makes great psychodynamic headway within tensions such as these.

In the context of Europe’s struggles to respond to the Eurozone crisis, for 
example, the relevance of accounting issues is central. Accounting is fundamentally 
about following the money, which presupposes determinations of monetary values. 
The stakes are high within this process. To the extent that accounting issues 
remain unclear, so too do the political stakes, which are an appropriate focus of 
public concern in this time of astonishing bailouts. The speed with which “crises” 
develop and are responded to makes it very difficult for people, even specialists, to 
understand the “financial system,” and the generation of opacities is itself a powerful 
political tool. Against this heady background, accounting standards can bring into 
coordinated focus several things that are often otherwise hard to align: on the 
one hand, processes such as marketization, financialization, and liberalization; on 
the other, governments, investors, professional and religious bodies, and citizens. 
“System,” on the one hand; “stakeholder,” on the other. Accounting tells a story of their 
volatile, mutually constituting relationship, one that is central to the contemporary 
practices of finance and governance, as well as their interconnections. Accounting 
rules and conventions act as constraints in the language games of finance, in both 
its private and public forms. There is nothing remotely natural about it.

IV. IFRS/ IASB – The Convergence Project

The idea of common, worldwide standards for accounting and finance, now 
known as the Convergence Project, is a relative latecomer in the sphere of 
internationalisms, arising only in the decades after the Second World War. 
Spearheaded by the British and Americans, the idea of uniform accounting 
standards began to take hold as a key part of reconstruction after the war, during 
the period of the Marshall Plan. Although various national economic advisory 
commissions had existed prior to that period with similar, if less explicitly organized, 
ideas for easing international commerce, the postwar period provided considerable 
opportunities for international integration and consolidation. The establishment of 
national accounting associations accelerated in this period as well, as a means 
of easing international trade and investment across the ‘free world’: in Greece, 
for example, the profession of accounting was established only in 1955, after a 
long struggle and with the assistance of the British Accounting Advisors, a group 
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whose development was rooted in the post-war economic missions.12 With the 
Cold War, efforts to consolidate and systematize accountancy in non-Communist 
areas picked up speed, principally under British and American aegis. In 1964, 
the American Institute of Certified Public Accountants published a comparative 
assessment of accounting professions and standards across 25 countries, with 
emphasis on Europe, North and Latin America, and the Far East.13 In that work, 
the Cold War context is explicit. But although talk of the ‘free world’ may now 
seem dated, the guiding ideal of an “advanced industrial society where demands 
for large-scale financing of operations and expansion are met through short-term 
banking operations or longer-term financing by public sale of securities” seems 
somehow less obsolete. Soon after AICPA’s report was published, the first textbook 
on international accounting, Gerhard Mueller’s International Accounting, appeared 
in 1967.14 But it was only in 1973 that the related efforts of Sir Henry Benson in the 
UK led to formation of the International Accounting Standards Committee (IASC), 
the immediate predecessor of today’s International Accounting Standards Board 
(IASB). Based in London but currently incorporated privately in Delaware, IASB 
now leads and lobbies for the convergence project. 

According to the ‘official history’ of the IASC by Kees Camfferman and Stephen 
Zeff, Benson recognized that the “rise of multinational enterprise in the 1960s 
and the consequent need to compare financial statements from different parts of 
the world” required that an effort be launched “to harmonize the vastly different 
accounting practices across countries.”15 Here too, the post-WWII and Cold War 
context is evident in the first signatories: Australia, Canada, France, Germany, 
Japan, Mexico, the Netherlands, the UK (including Ireland) and the US. Similarly, 
the US-based Federal Accounting Standards Board (FASB), which is the arbiter of 
Generally Accepted Accounting Practices (GAAP), states on its website that the 
convergence project was spurred on by “post World War II economic integration and 
the related increase in cross-border capital flows.”16 Much more could and needs 
to be said about these developments and their long-term effects, if only because 
the story I have just outlined above is often told in so consistently and unreflectively 
linear a fashion, particularly among advocates of convergence. We are now all 
familiar with narratives of professionalization and the formation of identity, and also 
with the benefits of critically examining such narratives because their embedded 
norms often play tricks of reference by claiming universal or expansive validity 
when far more narrow interests are also or even primarily at stake. The universality 
aimed at in this effort would be an instituted one, one whose enforcement would 

12  AICPA 1964, 14.6.

13  AICPA 1964.

14  Mueller 1967. Cf also Flesher’s laudatory 2010.

15  Camfferman & Zeff 2007, 1.

16  FASB. <www.fasb.org/cs/ContentServer?c=Page&pagename=FASB%2FPage%2FSectionPa
ge&cid=1176156304264> (accessed 5 Nov 2012).

http://www.fasb.org/cs/ContentServer?c=Page&pagename=FASB%2FPage%2FSectionPage&cid=1176156304264
http://www.fasb.org/cs/ContentServer?c=Page&pagename=FASB%2FPage%2FSectionPage&cid=1176156304264
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effectually dictate terms by which developing economies in particular might gain 
access to more ‘harmonized” global markets, markets which would seem already 
weighted towards the interests of more powerful economies and their private, for-
profit players.

Already prior to the financial crisis of 2007– 8, the two most important standard-
setters in for-profit enterprise accounting – the aforementioned International 
Accounting Standards Board (IASB) and the US Financial Accounting Standards 
Board (FASB) – were cooperating to implement accounting reforms based on the 
market-based measurement of “fair value” (sometimes called “mark-to-market”), 
a development prompted in part by problems of accounting for derivatives, which 
are often difficult to value outside of market activity.17 In 2006, FASB’s Financial 
Accounting Standard 157 on fair value was issued, effective for US financial 
statements issued after Nov 15, 2007; there, fair value is defined as “the price 
that would be received to sell an asset or paid to transfer a liability in an orderly 
transaction between market participants at the measurement date.”18 The market 
determines price, in other words, and in that moment of determination reflects the 
most accurate available perceptions of risk and reward. 

According to this rationale, any attempt at planning economies runs afoul of the 
sheer amount of information that is contained in economic transactions and behavior 
across the globe. This is more or less the epistemological position outlined by Hayek 
in his “The Use of Knowledge in Society” of 1956, in which he characterizes the 
market as a repository for all sorts of timely “knowledge” that would be unavailable 
(even in statistical form) to any single individual or group; hence, he argues, the 
problem of the social use of knowledge can only be solved in a decentralized way.19 
As in Mandeville, public virtue and the success and prosperity of empires cannot 
be dictated or planned, but appear instead as outcomes of naturalized processes 
–  however much that claim may disturb the ambitions of political leaders, despots, 
or indeed anyone acting these days in a managerial capacity, unless of course they 
happen to be consulting with those who already believe this to be the case. IASB’s 
corresponding International Financial Reporting Standard, IFRS 13, was issued in 
May 2011 and is a key element of the so-called “convergence project,” which again 
aims at a universal, global regime of standards for financial (for-profit) reporting. 
This effort is supported by the G-20, the World Bank and the IMF as a way of 
supporting global capital markets, growth, and stability, and many advocates of 
convergence tout its benefits for facilitating global market access for countries with 
developing and emerging economies, on the reasoning that common practices 

17  Cf. Power 2010, esp. 203–5. Because of their complex, contingent and often highly time-
sensitive structures, derivatives can be difficult to value outside the context of market activity; 
in Power’s account, they provided a catalyst for fair value accounting, which could only achieve 
predominance in concert with other institutional and cultural conditions.

18  FASB 2006. Statement of Financial Accounting Standards 157: Fair Value Measurements. 
FAS157-6, par. 5. 

19  Hayek 1945, 524.
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promote trade and access in and out of markets.20 As far as I can tell, it is not yet 
clear whether that promise will be borne out, but at any rate adoption of IFRS is 
proceeding apace among the G-20. The idea of such accrued benefits is, however, 
part of the rationale that convergence advocates use when making claims about 
acting in the public interest. But who is this public? Clearly, it must be a global 
one, though patently without unified political representation as such and exhibiting 
extremely varied conditions of citizenship within different sovereign borders.

European publicly listed companies, including banks, were required to move 
to fair value accounting by January 1, 2013, if they had not already done so. 
Prior to this, in 2005, all listed companies in the European Union were required 
to adopt international financial reporting standards (IFRS) as issued by IASB, a 
move which affected some 6,000 companies. One of these was the global bank 
HSBC, which made the news over the summer of 2012 when its money laundering 
efforts on behalf of Iran, North Korea and Mexican drug cartels were exposed in 
the course of a US Congressional investigation.21 Even so, HSBC is a big advocate 
of convergence, and presumably also of the accompanying ideals of transparency 
and accountability that it is so evidently struggling to live up to. In an October 2011 
report by the U.S. Association of Chartered Certified Accountants (ACCA), HSBC’s 
chief accounting officer, Russell Picot, is quoted in praise of the convergence, 
saying that “One of the great benefits has been a single set of rules which underpin 
a single set of numbers by which the group is run…It’s done away with the Tower 
of Babel of different reporting and accounting languages we had before.”22 

For Picot and HSBC, the idea of a universal language for financial (for-profit) 
reporting is a good thing, though one might remark in passing that Picot’s metaphor 
contains a curious inversion of the biblical account of Babel that nevertheless seems 
to have survived review. And given HSBC’s own difficulties, it seems prudent to 
view its endorsement of unity over multiplicity with some skepticism. ACCA is an 
international professional advocacy and certification association that likewise sees 
a single, consistent valuation methodology as highly desirable; indeed, it portrays 
itself as the representative organization for “global” accounting professionals, 
certified and ready to work across sovereign boundaries. Released in advance of 
both the November G-20 summit and the imminent US Securities and Exchange 
Commission decision on whether to adopt international standards, ACCA’s report 
was essentially a piece of lobbying work on behalf of the convergence project. 
Beyond being merely useful or desirable, this project also claims to be ethical: on its 
website, ACCA repeatedly states that its mission is to “advance the public interest”; 
similarly, IASB says that its goal is “to develop, in the public interest, a single 

20  Tarca 2012, 6. <www.ifrs.org/Use-around-the-world/Documents/Case-for-Global-Accounting-
Standards-Arguments-and-Evidence.pdf> (accessed 9 Nov 2012).

21 <www.hsgac.senate.gov/subcommittees/investigations/hearings/us-vulnerabilities-to-money-
laundering-drugs-and-terrorist-financing-hsbc-case-history> (accessed 11 Nov 2012).

22 ACCA 2011, 12. <www2.accaglobal.com/pubs/af/reporting/new/cfo_investor.pdf> (accessed 5 
Nov 2013). 

http://www.hsgac.senate.gov/subcommittees/investigations/hearings/us-vulnerabilities-to-money-laundering-drugs-and-terrorist-financing-hsbc-case-history
http://www.hsgac.senate.gov/subcommittees/investigations/hearings/us-vulnerabilities-to-money-laundering-drugs-and-terrorist-financing-hsbc-case-history
http://www2.accaglobal.com/pubs/af/reporting/new/cfo_investor.pdf
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set of high-quality, understandable, enforceable and globally accepted financial 
reporting standards based upon clearly articulated principles.” These claims attest 
to a universalism conceived as simultaneously global, professional, and financial. 
More significant, to my mind, is the claimed convergence in values between private 
companies and the public interest, especially since, as mentioned previously, this 
global public exists chiefly as a highly hypostatized abstraction. I am not claiming 
here to understand all that is at stake in the process of convergence, but as soon 
as claims about the public interest are made, one suspects that quite a lot is, in 
fact, at stake and if such claims are not examined and held up to scrutiny and 
subject to the kind of counter-arguments that the financial crisis, its accompanying 
public bailouts along with the recurrent banking scandals would more than justify, 
the risk of being surprised again seems highly likely. Even if the convergence 
project is eventually realized, the question of whether having a global, unified set of 
accounting regulations will signal convergence or conformity on the level of practice 
remains at very least an open one. And if practices still admit of variation, then it 
is reasonable to ask whether particular players in the world economy (whether 
states, corporations, investing entities, etc) may gain or be seeking a comparative 
advantage. This is another way of underscoring that questions of politics are by 
no means dispelled in the convergence effort, even if they seem to be operating 
under the guise of an imputed and transparent universality with clearly utopian 
aspirations, at least on the level of rhetoric.

In the US, the use of IFRS is already accepted practice for multinationals, and 
on 4 May 2012, China and the US together affirmed at the Fourth Meeting of the 
U.S. China Strategic and Economic Dialogue that they “support the objective of a 
single set of high-quality global accounting standards.”23 But such developments 
on the level of international diplomacy, as significant as they may be, do not 
immediately translate into accord when it comes to particulars. In 2012, several 
Chinese companies were under threat of being delisted on US exchanges for failing 
to conform to auditing requirements. While some news analysis of this development 
somewhat misleadingly underscored the dangers of Chinese companies defrauding 
US investors, the more fundamental issue is one of sovereignty, since Chinese law 
prohibits the release of audit papers as a matter of national secrecy.24  Further, a 
report over the past summer from the US Securities and Exchange Commissions 
(SEC) indicates that the US is for now backing down on full convergence with IFRS, 
in part because of trepidation over the way IASB is funded but possibly also due 
to concerns that the US would then be pushed to take on the burden of (global) 
enforcement.25 

23 <www.treasury.gov/press-center/press-releases/Pages/tg1567.aspx>(accessed 11 Nov 2012).

24  On this issue, see Gibley 2013; Rabinovitch & Davies 2012 and also < www.chinaaccountingblog.
com>, accessed 5 Nov 2013. 

25  See Tysiac 2012; see also Norris 2012.

http://www.treasury.gov/press-center/press-releases/Pages/tg1567.aspx
http://www.chinaaccountingblog.com/
http://www.chinaaccountingblog.com/


Dictatorship of Failure

238

Even within Europe, there is skepticism about the ability of some Eurozone 
countries to adopt international accounting standards. The Institute of Chartered 
Accountants in England and Wales has remarked that even in the EU zone, where 
IFRS are already mandated, “many EU Member States have not got the capacity or 
capability to implement international public sector accounting standards and must 
therefore make a substantial investment in developing the skills required.”26 Similar 
concerns lay behind the “unprecedented” August 4, 2011 letter sent to Steven 
Maijoor of the European Securities and Markets Authority by IASB chair Hans 
Hoogervorst, stating his concern that European companies were not complying with 
certain international accounting objectives, “evident particularly in their accounting 
for distressed sovereign debt, including Greek government bonds.” Prem Sikka, 
writing in The Guardian, has gone even further, saying that 

The IASB accounting standards are imposed on developing countries as conditions 
of loans, grants, investments and donations by western governments, the World Bank 
and the International Monetary Fund. This is part of new colonialism and ideological 
domination. Such imposition makes developing countries dependent on the west and 
prevents them from developing appropriate local institutional structures…The IASB 
project is imperialist in nature and a recipe for domestic strife and international conflict.27

But whether criticism comes from inside or outside the orbit of IASB, it is a 
project already well underway and deeply entrenched across the globe. Its 
supporters claim that it will afford more clarity and transparency about the fiscal 
health of companies, information which is particularly valuable to big institutional 
investors such as pension funds, giving credence to the claim that “stakeholders” 
are currently being reduced to “shareholders.” In an environment where enormous 
amounts of public taxpayer money are now used to bail out private concerns – 
what is often called the privatization of profit and the socialization of risk – the 
consequent delimitation and preferential hierarchization of stakeholders is striking 
when it comes to addressing the question of whether some are, in fact, more 
equal than others. This is, after all, not so far from Marx’s claim that capitalism is 
characterized by structural crises during which profits are privatized and losses 
socialized, as Chris Lorenz has recently observed.28 Accounting helps reveal what 
is at issue: how the public good is being assessed and valued at the juncture 
between finance and governance.

26  ICAEW. <www.icaew.com/en/about-icaew/what-we-do/act-in-the-public-interest/policy/public-
finances/eu-governments-must-get-accounting-basics-right> (accessed 5 Nov 2012).

27  Sikka 2007. <www.guardian.co.uk/commentisfree/2007/aug/29/noaccountingforaccountings?I
NTCMP=SRCH> (accessed 5 Nov 2012)

28  Lorenz 2012, 601 fn5.
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V. GASB’s White Paper and the Difference 
Between Public and Private

Having already mentioned HSBC’s private vices and claims about public virtue, 
I would now like to examine another kind of statement about the interrelation of 
public and private, virtue and vice. In 2006, before the financial crisis, the US 
Governmental Accounting Standards Board (GASB) issued the White Paper I 
referenced earlier. In this document, a strong argument is made for a distinction 
between private, for-profit accounting standards and those appropriate for 
public or governmental entities, which in the US have had separate standards 
for about one hundred years, evolving from the procedures used for municipal 
and local jurisdictions. Perhaps the distinction between public and private is in 
itself invidious, which is something worth considering. But my analysis on this 
point hinges primarily on offsetting one venerable concept with another, so that 
the universalizing impulse behind the convergence project may be juxtaposed 
with the idea of an operative, functioning distinction between the public and the 
private, as that distinction is currently expressed in laws regarding the appropriate 
accounting standards within each realm. So for now, I limit myself to describing 
one particular statement of the public-private division in the realm of accounting 
which, whatever the merits of the conceptual division upon which it rests, does 
offer a way of bringing up something that I believe has been obscured both by 
the financial complexity of the crisis itself and the rhetoric surrounding it: namely, 
the distinction between a private corporation and a body politic. A critical use of 
this distinction is not, I think, necessarily precluded by its possible associations 
with the development and advancement of capitalism, because at present both 
the language and reasoning of economy and finance – with all of its ends-means 
calculations, cost-benefit analysis, efficiencies, and the various conceptualizations 
of values derived therefrom – are so culturally predominant as not always even to 
be immediately recognizable as metaphors anymore. There is a kind of creeping 
hegemonization here, accompanied by a highly developed language of managerial 
speak with which people in university settings are likely now quite familiar.29 At 
any rate, viewing one’s life in terms of cost-benefit analysis is clearly a product of 
historically built-up socialization, and one that I think should be resisted. 

In the GASB White Paper, Why Governmental Accounting and Financial 
Reporting Is—and Should Be—Different,30 there is also concern that something is 
being undermined: the notion of governmental accountability to the citizens whom 
it represents and by whom, so the story goes, it is constituted.  The relationship 

29  If that is somehow not the case, I would recommend Lorenz 2012. Lorenz makes a persuasive 
argument for the ways in which intellectual independence and integrity are currently being 
undermined by the “new public management” and its accompanying “bullshit discourse,” of which 
the Bologna process is just one example. 

30  Available at the GASB website <www.gasb.org/jsp/GASB/Page/GASBSectionPage&c
id=1176156741271> (accessed 5 Nov 2013).

http://www.gasb.org/jsp/GASB/Page/GASBSectionPage&cid=1176156741271
http://www.gasb.org/jsp/GASB/Page/GASBSectionPage&cid=1176156741271
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between government and citizens is fundamentally different from that of corporation 
and shareholder, GASB states, in ways that are persuasively enough outlined in 
this document to make anyone pause before equating the two, metaphorically or 
otherwise. I think these arguments are relevant for the EU, since one gets the 
strong sense that the EU is responding to the crisis in managerial terms that 
highlight affinities with corporate governance and consequently downplay or vitiate 
any robust sense of the fundamental equality of EU citizenship when it comes to 
concrete conditions and standards of living, particularly across national lines. After 
all, even before the crisis, EU citizenship was a fragile and tenuous thing. I can’t 
see but that such managerialism will in the long run erode morale from within, 
adding to an already apparent political instability. 

First, GASB argues, a corporation and a government have different purposes:   
the principal purpose of governments is to provide services that enhance or maintain 
the well-being of their citizens. Government services, such as establishing and 
maintaining the legal system, and providing public safety, education, health, and 
transportation services are necessary for enhancing or maintaining the well-being 
of citizens. However, those services generally would not be provided by the private 
sector to the populace at the quantity, quality, and price considered appropriate by 
public policy. The private sector, which focuses primarily on generating a financial 
return on investment, could not make a profit by providing most of these services, in 
an equitable manner, to the citizenry. The purpose of government is not to generate 
a financial return on investment, but rather to provide public services and goods 
as determined through the political process in an effective and efficient manner.31

Second, they obtain revenues in different ways: corporations, principally through 
revenue streams generated by voluntary exchanges between buyers and sellers; 
governments, through involuntary payments in the form of taxes. They also differ 
in their stakeholders, budgetary obligations, and propensity for longevity. Taken 
together, these asymmetries justify separate standards and reporting requirements, 
in order to reflect the accountability of government to its citizens and the information 
that those citizens would need to have to be able to judge whether their needs 
are being served, that the obligations owed to them by governments are being 
met in the present and will be met in the future (one might also note that in this 
conception, citizens are not passive consumers awaiting the public good but active 
participants in working to achieve it). Consequently, the information contained in 
financial reporting by governments differs from that of for-profit concerns because 
“financial reports of business enterprises generally are used by creditors and by 
equity investors and their regulators, but not by a type of stakeholder equivalent to 
citizens and their elected representatives.”32 

I am very fond of GASB’s approach here, which came as an enlightening 
moment amidst the complex, highly technical world of accounting standards I was 

31  GASB White Paper, Appendix I.

32  GASB White Paper, 5.
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attempting to orient myself within as director of research for a small securities 
evaluation firm in the Chicago area. Reading it again in preparation for this paper, 
it still does. Because an issue has emerged for consideration that I did not catch 
when I first encountered these arguments, one that has something to do with how 
the financial crisis has played out in the EU – the place of intersection between 
public and private, in the form of sovereign debt and the for-profit enterprises that 
often hold it, banks. This is a, if not the, key point of convergence between public 
and private, one that I have not yet systematically examined but which I know 
is very important. Another key point of intersection is of course the tax-financed 
bailouts of private corporations, who have been keen practitioners of various vices 
with enormous public consequences and no real benefit that I can discern, and also 
now the treatment of entire nation-states as, in effect, failed business enterprises. 
In both cases, the bright line between public and private that GASB tried to draw 
may not hold. But even so, it is worth being reminded that it is possible to make 
distinctions between behavior for profit and behavior in the name of the common 
good, and that there are still beneficial reasons for doing so, lest selfish vices and 
egoism – whether one’s own or those of others’ – overwhelm us in the midst of 
crisis. Astonishing profits have also been made in this recent spate of “creative 
destruction,” but by private concerns. That is not social wealth, since trickle-down 
theories have long been discredited by economists, but rather individual wealth, 
chiefly in societies where income disparities have risen precipitously over recent 
decades. Is this vice, masquerading as a road to virtue? Because it looks to me like 
a society consuming itself from within. So whatever the merits and demerits of the 
public-private distinction in GASB’s White Paper, it is being used to call attention to 
the corporatization of governance. I think this is a good thing.

What kind of societies do we wish to live in, from the local to the global? Answers 
to this will be multiple and various. After all, there is much value in multiplicity, 
however much our desires may be haunted by ideals of uniformity and universality. 
The convergence project and the GASB White Paper, premised respectively on 
uniformity and distinctions, underscore the importance of accounting in providing 
an entry point into understanding the complex interplay of finance, ideas of the 
common good, and problems of value which lie at the heart of the crisis. I wish 
to underscore this, not because I have answers to all the questions raised in this 
paper, but because I think that the current mystifying intensity of the language 
surrounding finance, the ways it shapes our lives whether we comprehend it or 
not, interferes with granting meaningful consent to how we are governed. This 
is why the examination of accounting standards and measurements of value 
holds out promise for much-needed critical thinking beyond the professions and 
disciplines of accounting and finance, to which such efforts have been generally 
and unfortunately restricted.
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A Nordic proverb tells us that a prudent man does not make the goat his gardener. 
But that is exactly what we have done. In the garden of Europe we have handed 
over power to the goat of transnational companies and banks and to democratically 
weakly accountable bureaucrats. The harvest we have reaped is the euro-crisis. I 
will first present the basic features of what I consider to be the standard view of the 
political situation in Europe. In the discussion that follows I will try to show that the 
standard view has made us complicit in empowering the goat. When we see this 
clearly – what has happened and why it has happened – it will also be relatively 
easy to agree on responses to the crisis. But clarity of vision is, as we shall see, in 
this case somewhat hard to attain.

I. The standard view

In an interview given to the Helsinki Collegium for Advanced Studies in the spring 
of 2013, the American philosopher and social theorist Nancy Fraser said:

So there’s a mismatch in scale between Europe as a political unit and Europe as an 
economic unit and that’s already bad enough but then you plug it into this worldwide 
context where essentially private economic powers have wildly outstripped the public 
political powers at all levels. We don’t have the capacity to develop for example global 
financial regulation that could prevent the bond markets dictating to states what they 
can do, how much they can spend on social programmes and so on. This is a deeply 
undemocratic situation, and I think the only way to resolve it is to scale up political 
power in a democratic way to cope with this huge runaway of economic and financial 
power. I think the challenges are really enormous and Europe’s situation is part of a 
much bigger set of problems.1 

1  Sadinmaa, A. 2013. 
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In a recent book, Jürgen Habermas writes:

Den darauf folgenden Zeit-Aufsatz (II.) habe ich in Reaktion auf jene historische 
Nachtsitzung vom 7. zum 8. Mai 2010 geschrieben, in der Angela Merkel von 
der Gewalt der Finanzmärkte eingeholt wurde. Sie hatte die Proportionen 
zwischen der unausweichlichen Hilfe für das überschuldete Griechenland und 
der opportunistischen Rücksichtnahme auf das innenpolitische Klein-Klein (der 
ohnehin verlorenen Landtagswahl in Nordrhein-Westfalen) verkannt und musste 
sich nach langen Wochen des Zögerns den immer kostspieligeren Imperativen des 
Marktes kleinlaut unterwerfen. Damals ist mir zum ersten Mal die reale Möglichkeit 
eines Scheiterns des europäischen Projektes zu Bewusstsein gekommen.2 

These quotes together express well the basic features of what I believe is a 
politically influential view that is widely shared by citizens in Europe; most typically 
by intellectuals that identify with the social-liberal, green or left end of the spectrum 
of politics. I will call this view the standard view. It has three basic pillars. We need 
transnational political instruments as a counter-weight to the transnational power of 
the markets.3 There is a European project that serves this purpose. This European 
project is in a crisis.4

Now, as I indicated, it appears to me that in their eagerness to tame globalised 
market-forces politically, people who accept the standard view have accepted 
empowerment of the European Union as it is today. In so doing they have turned 
a blind eye to the fact that the European union is a deeply undemocratic institution 
with neo-liberal policies at its heart. The eagerness is understandable because 
there is so much truth in the standard view. It seems clear to the present author 
that a democratic and strong European Union would be a very good thing to have, 

2  Habermas 2011. 

3  In this essay, I will use the word “transnational” as a broad concept whose meaning also 
encompasses most of the usual meanings of “global” and “post-national.” Distinctions between 
these terms will be introduced when there is a specific need.

4 My characterisation of the standard view is broad. It will be easy for anyone who disagrees with 
my arguments against it below to go back and say that if we introduce some more precision to my 
characterisation of the standard view we can arrive at varieties of the standard view that are not 
vulnerable to my criticism. But I invite people to consider whether this kind of reaction may not be 
a case where Hegel’s dictum that “fear of error may be fear of the truth” applies. As Richard Rorty 
well knew: whenever you are trapped in a discussion, you can get out of the trap by introducing a 
distinction. For those who want to do so, it will always be possible to use Rorty’s advice to distinguish 
themselves from my characterisation of the standard view and to claim that my criticism of it does 
not affect them. But I submit that such manoeuvres will mostly not promote truth. I call on the 
generosity of the reader to consider the possibility that I may be more in the right than in the wrong 
when I say this.
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exactly for the reasons that form the theoretical nucleus of the standard view.5 But 
the questions we must ask are: Do we have this Union today? If not, are we getting 
closer to it now? If, again, the answer is negative, do we have good reason to 
believe that we can achieve it tomorrow or the day after tomorrow? If the answers 
to all these questions is negative, as indeed they may be, we make a mistake of 
historical magnitude if we think, that because of the element of truth in the standard 
view, we need to be loyal to the present European Union. The failure to consider 
this possibility in earnest is the rotten heart of the standard view.

Some people will think that my critical view of this standard view is mistaken, 
and that it is me, not they, who are making a politically dangerous mistake. They 
may say that if we start compromising on the standard view and the commitments 
to post-national aspirations and strategies that flow from it we will easily find 
ourselves in the same camp with reactionary nationalist, xenophobic and fascist 
forces.

I shall try to show that this tendency – the tendency to insulate the standard 
view from critical questioning – leads us wrong. It makes it unnecessarily difficult to 
see that it will be liberating for our political imagination and work if we can think of 
other counter-weights to the transnational power of the markets than transnational 
political instruments. This liberation can only be achieved if we first agree to take a 
reflective view on the idea of a “European project” and its crisis.

Here, I will pause for some preparatory remarks about concepts and the scope 
of my discussion.

First, the common goal of people who subscribe to the standard view is 
cosmopolitanism. I also think of myself as a “cosmopolitan.”6 Second, I will not be 
concerned with explaining myself to people who do not share the cosmopolitan 
ambition. Third, I will not examine critically or self-critically the assumption that 

5 I am, since many years, a supporter of what we may call the obvious political proposal for 
a democratisation of the European Union in two steps. First we have a democratically formed 
constitutional assembly. (It can be formed through direct elections for this purpose or in other ways.) 
Next, its proposals for a new democratic European Union are brought to referenda. There can be 
national referenda and the European Union will be “re-constituted” if a proposal gathers “double-
majority”, that is, a majority of EU-citizens and in a majority of member states. Nations that have had 
majorities against would be allowed to vote again about joining in the light of the result of the first 
round. If this way forward is closed there are also other things we can do to promote democratisation 
of the European Union. We may campaign for a more social Euopean Union, by making a strong 
social protocol a part of the EU constitution, by reforming labour regulation, by introducing new bank 
regulation etc. Similarly, Cameron’s suggestion that Britain’s membership-conditions are redesigned 
on the basis of a plebiscite may be instrumentally motivated, but this should not prevent us from 
recognising its inherent democratic value. All that is fine, as far as it goes: But the question we must 
always consider is: Are we getting anywhere closer to what we want? If not, why? And what, then, 
are the other ideas, visions and proposals that we may need for a politics of freedom and solidarity 
in Europe today.

6 The concept “cosmopolitanism” is not very precise. I take it to mean simply a commitment to the 
search for a global polity, and, as a part of it, a European polity that can do better than we do today 
in terms of social justice, democracy and responsibility for the environment, locally, regionally and 
globally, both in the short term and in the long term. For current purposes “cosmopolitanism”, as just 
defined, is interchangeable with “ethical universalism”, a term I sometimes prefer.
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what we may loosely call market-fundamentalism and neo-liberalism are threats to 
cosmopolitanism rather than ways of promoting it.7 

What I offer is, then, intended as a contribution to a discussion within the family of 
those who are committed to the goal of promoting cosmopolitan futures for Europe 
and who are not believers in mainly market-driven ways of realising the goal. This 
”family” is my family. But as I already indicated, it seems to be an open question 
whether I myself belong to the family I describe as my family. This is a more difficult 
question to get right than one might expect. The difficulty has to do with the morally 
transformative power of argument and our difficulty with that power.8

In order to overcome the difficulties it is important not to move too quickly. I will 
begin with some observations about how my cosmopolitan family has responded 
to the crisis in the European Union, particularly in the euro-zone, since 2008.

II. The standard understanding of the crisis, the standard 
responses to it and some problems with those responses

The standard responses to the crisis coming from the cosmopolitan camp have 
been shaped by a widely shared standard view of its physiognomy. Here is my 
reconstruction of the main features of this standard understanding of the crisis in 
Europe:

(i) The crisis management by the EU-institutions has been built on the premise that 
the crisis is due to lax fiscal policies and the amassing of unsustainable levels 
of debt. 

(ii) The premise is mistaken. Even if there is, especially perhaps in the case of 
Greece, some truth in it, the more relevant and deeply correct diagnosis is 
that the euro-crisis is above all due to financialisation and to policies that grant 
financialised capitalism systemically destabilising privileges at the cost of 
social justice and ecological sustainability.

(iii) when the false diagnosis is replaced with the correct one we can also replace 
irrational policy responses with rational ones. 

(iv) on this basis we can come together and produce, with relative ease, a way out 
of the crisis.

7  I am a great believer in the beneficial role in society of free markets. But I will not here discuss 
why I think most policies promoted today in the name of market freedom are actually contrary to 
market freedom. On this see, for example, Honneth 2011, ch. III.2.

8 See Wallgren 2006.
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(v) proposals for constructive programmes typically maintain that the austerity 
measures and the European treaties and legislation that have been placed 
before us since 2009 to promote and enshrine this austerity of the last years 
need to be rejected or seriously reformed. In their place we need new monetary 
policies, new fiscal policies and new European institutional designs to back 
them.9

This narrative has overwhelming support on the social-liberal, green-left end 
of the spectrum of analysis and activism in which I find myself at home. There are 
of course differences on each point but these are differences within the family.10 
The most talked about difference is over the sustainability of the debt burden. 
Some cosmopolitans tend to accept the idea that the problem with the debt is 
such that central bank intervention and Keynesian anti-cyclical fiscal policies will 
not be sufficient and that there is a real need to combine this kind of measure 
with “structural reform” of the kind neo-liberals often say are the most important 
part of responsible crisis management. This difference stirs a lot of debate and, 
to the delight of the market-fundamentalists, is a fertile source of division among 
cosmopolitans.11 One purpose of the discussion that follows is to show that the 
debate about the issues mentioned here is not very important. In fact, it seems to 
me that there is a danger that discussion of these issues of economic policy stand 
in the way of discussing other issues that are fundamental and that when they have 
been resolved any outstanding issues in the area of economic policy can also be 
resolved with ease.

We can begin to shift interest in a more fruitful direction by looking at differences 
that sometimes arise about point (v). The debate is about the egg and the chicken. 
The egg all cosmopolitans want is a more socially responsible monetary and fiscal 
policy than the one that prevails today. But opinions differ over how to get the egg. 
Can and should we fight elections to win power in the institutions we already have 
or must we struggle to reform the chicken of the power structure first? What is 
the right balance between the two trajectories? These are pressing issues (and I, 
for one, would like us to put more weight than we usually do in the power reform 
basket). However, for reasons only hinted at so far, I am not optimistic about the 

9 See, for example, the information and links provided at <www.etuc.org/r/1704; <corporateeurope.
org/blog/stop-eus-antidemocratic-austerity-policies-different-europe>; <etuce.homestead.com/
ETUCE_Statements.html>; and <www.altersummit.eu>. (All internet sources in this article are 
accessed 8th Sept. 2013 unless mentioned otherwise.)

10 See, for example, the contribution by Costas Lapavitas at the conference “Dictatorship of 
Failure: The Economic and Political Crisis of Europe”, Helsinki Collegium for Advanced Study, 
University of Helsinki, 15–16 November 2012, <youtu.be/4a8pTERRrPQ>. See also the information 
and links provided at <www.etuc.org/r/1704>; <corporateeurope.org/blog/stop-eus-antidemocratic-
austerity-policies-different-europe>; <etuce.homestead.com/ETUCE_Statements.html> and 
<www.altersummit.eu> and also, for example Patomäki 2013. 

11 In several countries, including France, the Netherlands and Finland, and more generally, in 
European discussion in left-wing circles, the debate over this issue often works as a dividing line 
between more “realistic” right-wing social-democrats and a more neo-Keynesian, “radical” left.

www.etuc.org/r/1704; <corporateeurope.org/blog/stop-eus-antidemocratic-austerity-policies-different-europe
www.etuc.org/r/1704; <corporateeurope.org/blog/stop-eus-antidemocratic-austerity-policies-different-europe
etuce.homestead.com/ETUCE_Statements.html
etuce.homestead.com/ETUCE_Statements.html
www.altersummit.eu
youtu.be/4a8pTERRrPQ
www.etuc.org/r/1704
corporateeurope.org/blog/stop-eus-antidemocratic-austerity-policies-different-europe
corporateeurope.org/blog/stop-eus-antidemocratic-austerity-policies-different-europe
etuce.homestead.com/ETUCE_Statements.html
www.altersummit.eu
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prospects for success coming from political analysis and action that is confined by 
the narrative I have outlined.

One reason is that the narrative outlined above in five steps suffers from a 
failure to unpack the notion of ”a” crisis that affects ”Europe” or ”our economies” 
that ”we” need to manage. What we may silently suspect, but have failed to put 
at the forefront of our struggles and debates, is that what we often refer to as the 
current crisis management is not an outcome of irrational efforts of misinformed 
actors.

There has rarely been, in times of peaceful reform, a transfer of money and 
power from the underprivileged to the privileged as rapid as that which has taken 
place in the euro-zone in 2009-2012. For the winners there is therefore no crisis at 
all. There is triumph on two fronts. So why not celebrate?

What I want to claim is not that cosmopolitans have not seen that for the 
winners there is no crisis. My claim is that there has been a strange distribution 
of attention in our discourse over the European Union during the past few years. 
Many cosmopolitans and perhaps the liberal press at large have tended to speak 
of a euro-crisis, and of time-pressure and failings in crisis management.

They have tended to be silent about the triumph by the few over the many. I also 
want to suggest that as long as the current distribution of attention prevails, that is, 
as long as we continue to speak of the crisis (rather than e.g. of ”their triumph, our 
crisis”), cosmopolitan political responses to the triumph of the strong over the weak 
is likely to remain unambitious and ineffective.

To illustrate this point let us look at just one example of the implications of 
different conceptual terrains and narratives for our political imagination. If we 
accept the double picture that we live in a time of triumph for some, not of crisis for 
all, it will, as I suggest, be natural to shift attention away from the struggle against 
austerity policies (a consequence of the current distribution of power) to a struggle 
against the disproportionate influence that corporate lobbyists and technocrats 
have in the formulation of those policies (the cause of austerity policies). It will also 
be more important for us to consider how we can break up the ”Too Big To Fail” 
banks (also called “systemic banks“) and change the role of the ECB, either by 
altering the quality of its mandate or by reducing its power, than it is to campaign 
for, for example, the financial transaction tax or to discuss details of the proposed 
banking union of the EU.12

Nevertheless, I do not propose the foregoing two points as a correct political 
agenda that should replace a false one. Surely, it would be quite nice if satisfactory 
responses to the current crisis of the many and triumph of the few could be 
achieved so easily. But things are not easy. The lessons at this point are smaller. 
The first lesson is a reminder that it still matters to our political self-understanding 
and dynamics what stories we tell. The second lesson is that the stories we tell are 

12 “Too Big To Fails” or “systemic banks” refer to private finance institutions the collapse of which 
may lead to unforeseeable and potentially chaotic consequences for economic actors across 
continents. 
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not only shaped by what we know but significantly also by how we place the things 
we know.13

The claim that a redistribution of wealth and resources from the poor to the rich 
has followed from the austerity imposed needs no elaboration here. The facts are 
on the table for everyone to see.14 But I want to turn attention to the other dimension 
of the triumph of the few, to the redistribution of power from the democratic polity 
to, let us say, ”the oligarchy.” My reason for doing so is not primarily to lament that 
as power flows to the oligarchy we may be likely to go from bad to worse in the 
plundering by the rich of common wealth. The reason is that there is, as I suggest, 
a curious, negative double bind between the standard view and the triumph of the 
few. 

The negative relation is not due to a failure of the democratic idealism of the 
cosmopolitans. The ideals are in impeccable order. But as I noted, cosmopolitans 
have not discussed much what has happened to these ideals as the European 
Union has evolved, nor have they asked what happens now. People have of course 
ever so often mentioned that the EU suffers from a democratic deficit. But there 
has been little analysis, that is, little effort to understand the deficit and hence, little 
discussion of how important it is or how to overcome it.

My suggestion is that the standard view is the explanatory factor if we want to 
understand why the democracy deficit has been relatively little discussed. It, the 
standard view, is part of us. It shapes and damages our political imagination in two 
ways. It has a utopian aspect that tilts our imagination in favour of transnational 
governance. As we have become used to the idea that the European Union serves 
the post-national needs of our times we are prone to think that when we strengthen 
this Union we are also taking real steps towards our utopia. The second damage to 
our political imagination and hierarchy of attention follows from the first. Our prior 

13 On policy options: Of course, it may be, as of today, that after giving up the notion of “the 
euro-crisis” in favour of more differentiating terms, we may still end up rallying against austerity, 
campaigning for the financial transaction tax and calling the shots at national governments. But 
the arguments for doing so, and, hence, the political agenda of which these actions are a part, will 
change even if and when the current activities remain the same as before in the short term.

14 With unemployment rates especially in the southern part of the euro-zone rising rapidly and 
with youth unemployment at catastrophic levels, with harsh cuts in pensions and welfare benefits in 
the crisis countries, with forced sell-off of public assets at crisis prices and with the easy transfer of 
profits and wealth to jurisdictions with practically no tax, the widening of the gap between rich and 
poor in narrowly economic terms is not debatable even if the lack of transparency in the tax and 
finance systems make it difficult to obtain exact figures about some of the most relevant indicators. 
The difficulties include, for instance, the difficulty of tracking the destiny and distributive effects of 
the extremely cheap money that has since 2008 been handed over, in quantities of some trillion 
(million millions) euros, by the ECB and European governments to the commercial banks – and 
of estimating exactly the economic gains amassed by the richest 1 %. For overall statistics on 
income distribution in the European Union, with some analysis, see <epp.eurostat.ec.europa.eu/
statistics_explained/index.php/Income_distribution_statistics#>. For wage development in the EU, 
see <www.etui.org/Topics/Crisis/Wage-development-infographic>. For data on child poverty, see 
<epp.eurostat.ec.europa.eu/cache/ITY_OFFPUB/KS-SF-13-004/EN/KS-SF-13-004-EN.PDF>. 
For data on unemployment, see <epp.eurostat.ec.europa.eu/cache/ITY_PUBLIC/3-30082013-
AP/EN/3-30082013-AP-EN.PDF>. For the development of the so called gini-coefficient, see, for 
example, <epp.eurostat.ec.europa.eu/tgm/table.do?tab=table&init=1&language=en&pcode=tessi1
90&plugin=0> For estimates of wealth stocked away in tax havens, see e.g. <www.taxjustice.net/
cms/front_content.php?idcat=148>.

epp.eurostat.ec.europa.eu/statistics_explained/index.php/Income_distribution_statistics#
epp.eurostat.ec.europa.eu/statistics_explained/index.php/Income_distribution_statistics#
www.etui.org/Topics/Crisis/Wage-development-infographic
epp.eurostat.ec.europa.eu/cache/ITY_OFFPUB/KS-SF-13-004/EN/KS-SF-13-004-EN.PDF
epp.eurostat.ec.europa.eu/cache/ITY_PUBLIC/3-30082013-AP/EN/3-30082013-AP-EN.PDF
epp.eurostat.ec.europa.eu/cache/ITY_PUBLIC/3-30082013-AP/EN/3-30082013-AP-EN.PDF
epp.eurostat.ec.europa.eu/tgm/table.do?tab=table&init=1&language=en&pcode=tessi190&plugin=0
epp.eurostat.ec.europa.eu/tgm/table.do?tab=table&init=1&language=en&pcode=tessi190&plugin=0
www.taxjustice.net/cms/front_content.php?idcat=148
www.taxjustice.net/cms/front_content.php?idcat=148
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commitments make us rather willing – more willing than is good for us– to brush 
aside concern about the democratic quality of our success.

As a remedy, I suggest three steps. The first step is to attend to what has been 
brushed aside. This means going from the abstract notion that the European Union 
suffers from a democratic deficit to a concrete explanation of what this means, 
that is, to a real discussion of the state of democracy in the European Union. The 
second step is to draw lessons from the first step. As we try to do so, we will 
discover a need to look self-critically at the standard view. The third step is to 
engage in this self-critical exercise. It will involve above all, a questioning of some 
of the underlying presuppositions that have, inadvertently, contributed to making 
the standard view attractive in the first place. These three steps define the road-
map for the rest of this essay. 

The first step is intellectually a straightforward affair. But we will see that morally 
it is a difficult step to take. In fact the step is so difficult, that cosmopolitans usually 
find it almost impossible not to step back as soon as they see where it takes them. 
This is why I must warn the reader that as I invite her, my cosmopolitan colleague, 
to read on she may find herself reluctant to do so. There will be a reluctance at four 
levels. 

Her first level of reluctance is the one noted before. It is her reluctance to analyse 
the evolution and state of democracy in the European Union. Her second level of 
reluctance is her reluctance to look neutrally, without fear, at individual steps of the 
analysis. Her third level of reluctance is her reluctance to accept the outcome of 
the analysis if it is very negative. Her fourth level of reluctance is her reluctance to 
admit her reluctance. 

All these levels are intertwined. They are in fact, different aspects of one 
phenomenon: the phenomenon is the moral and emotional attachment that people 
have to the standard view. For many of us the standard view has become an 
identity marker. We feel pride in belonging to an avant-garde elite defined by the 
standard view. The standard view also works as a source of social prestige and for 
many it has played an essential role in shaping careers: In both academic studies 
and public debate and action ample rewards have, since around 1990, been on 
offer to those who have committed themselves to the standard view. An additional 
source of irrational attachment to the standard view is that we fear that if we give 
it up politics will become even more difficult than we ever imagined and hope, too, 
becomes more difficult to sustain than we ever imagined. 

All these factors that explain our attachment to the standard view work also as 
sources of our will. If the standard view shapes how we see things, these sources 
of our attachment to the standard view shape how we want to see things. As such 
they make us prone to reject views that undermine the standard view.
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III. Why we should have expected the crisis: 
The origins and evolution of the so-called 
democracy deficit in the European Union

Between the 1950s and 2008, institutional design anchored in explicit post-national 
legal reform was the core element in the build-up of the European Economic 
Community and other institutions that have later been brought together under one 
umbrella in the current European Union. This mechanism of formally agreed juridical 
integration still plays a role, as can be seen in the so-called six-pack and the TSCG-
treaty.15 But during the past few years we have seen the rise of what Habermas 
calls “executive federalism” and of what we might also call the rise of soft power 
to the centre of the polity. The relevant new phenomenon is the redistribution of 
regulatory power from the constitutional sphere to the extra-constitutional sphere: 
increasingly, the preferred mechanism for the implementation of policy reforms in 
EU-institutions and in member-states is through decrees based on agreement that 
come from closed cabinet meetings and whose compatibility with the European 
constitution and national constitutions is obscure. In other words, we live in times 
of an attack that strikes at the heart of the rule of law, that is, on the notion that the 
exercise of political authority should have a basis in law and be limited by law.16

It was perhaps always like that European integration has always partly leaped 
forward through political agreement first, which has then, with or without real efforts 
to involve the citizens and give them a say, been followed by belated constitutional 
reform or treaty reform.17 But the extent to which politics has moved beyond 
constitutionality and the speed of the change is, arguably, new.

I will next discuss these general trends in some more detail. I first present an 
overview over how the democracy deficit in the European Union evolved from the 
1950s up to the Lisbon treaty (Democracy in Europe 1950-2007).18 I then turn to 
some observations about the last ten years and about the standard responses to it 
(Democracy in Europe 2003-2013).

15 The six-pack is EU-slang for a set of regulations of macroeconomic surveillance of member 
states by the commission that was adopted in the summer of 2011 and entered into force in December 
2011. The TSCG is the Treaty on Stability, Coordination and Governance in the Economic and 
Monetary Union, also referred to as the Fiscal Compact, the Fiscal Stability Treaty or the Austerity 
Treaty. It is an intergovernmental treaty open to EU-members signed on 2 March 2012. (The British 
veto prevented incorporating the TSCG into EU legislation.) It entered into force on 1 January 2013 
for the sixteen states which completed ratification prior to this date.

16 For Habermas’s use of the term “executive federalism”, see his Habermas 2011. Arguably, a 
major driver in the shift towards executive federalism is the domestic power-battle in Germany. 
There the constitutional court seated at Karlsruhe has repeatedly imposed limits to Germany’s 
acceptance of juridically explicit transfer of budgetary power to the European Union. The response 
by the government has been, paradoxically, to impose its control of the budgets of other Euro-zone 
countries as a condition for its approval of the bail-out of banks exposed to the crisis of government 
debt in southern Europe. (See e.g. Watkins 2013.)

17 In this essay, I will sometimes speak, imprecisely, of the treaties of the European Union as a 
constitution. When more precise terminology is required it will be introduced.

18 Developments in the former Soviet-bloc will not considered. For some critical remarks on the 
political semantics of “Europe”, see fn below.
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3.1. Democracy in Europe 1950 - 2007

There is a widely shared sense that from the signing of the Treaty of Rome in 
1957 up to the signing of the draft constitution in 2003 European institutions have 
suffered from what has been called a “democracy deficit”. The problems were 
always well known. However, as the European Economic Community had relatively 
speaking far less significance than the European Union now has, the problems 
were, reasonably, often looked upon as ones to be addressed and solved later. 
This attitude of postponement is now, arguably, running into a crisis. In order 
to see why, we must first provide an overview of the most important problems 
(“democracy deficits”) as they appeared before the 2001-2007 round of enhanced 
constitutionalisation and then look at the recent changes. The first item in my 
overview is more controversial and also conceptually obscure than the other six, 
which are relatively straightforward and generally acknowledged.

First, in the Treaty of Rome the priority of so-called economic freedoms, that is, 
the freedom of movement of capital, goods, services and labour, were at the core. 
Later, as integration has “deepened”, that is, as the European Union has acquired 
ever-broader competencies, this core has been preserved. In consequence, the 
heritage from early modernity, in which equal political rights and civil freedoms 
of individuals were the basic pillar of the constitution, has been undermined. As 
EU-law has been inscribed as the top-level of the juridical hierarchy and as the 
constitutionalisation of the European Union has progressed a shift in the balance 
has followed between rights derived from two opposite sources. The balance has 
gradually tipped in favour of juridical rights defined in terms of the functional needs 
of the market leaving ever less weight to rights and freedoms defined in terms of 
respect for men and women as private subjects and political actors (citizens).19 
In this sense the juridical order of the European Union can with right be called a 
market fundamentalist order. (Paradoxically, a political order in which regulation of 
the conditions for the workings of the market is the core of the juridical system is 
often called liberal or neo-liberal. The term “ordoliberal” might be more appropriate, 
but all these terms carry a heavy and diffuse historical and theoretical burden. 
There will always be much confusion about what the relation is between freedom 
and liberalism on any meaningful and precise sense of the terms as long as the 
dependence of “free” markets on public authority and regulatory capacity is not 
properly acknowledged.) Because of this history market regulation has always 
been at the core of EU-integration and its most richly developed part in terms 
of legal and other instruments for governance, from the 1950s up to the Single 
European Act, signed in 1986, and even, as I would argue, up to the Maastricht 
Treaty (Treaty on European Union), signed in 1992. One of the most obvious 

19 It is controversial whether the charter on fundamental rights that is part of the Lisbon treaty 
means a step backward or forward for the constitutionalisation of economic, social and cultural 
rights in the European Union as compared with the constitutional tradition of the member states. The 
shift I refer to is, however, a separate, more fundamental issue.
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features of the conceptual structure and the policy framework of the EU treaties as 
well as of the political output and the balance of power in the day-to-day running of 
the EU has therefore been that all of these have been cut loose from many of the 
key conceptions and aspirations that have been deeply ingrained in the political 
cultures of the member states in the 20th century. 

The EU-treaties, therefore, for a long time had almost no place for a discourse 
of social fairness based on the acknowledgement of social and economic rights. 
The juridical context has improved to some extent since the 1990s.20 Nevertheless, 
the policies of the European Union are still rather complacent about issues of social 
justice and fairness. One major reason for this state of affairs is the balance of 
competencies. The internal market remains the most richly developed aspect 
of the European Union. It has developed with slight attention to questions of 
redistributive justice for the obvious reason that the EU has had little competence 
in taxation and fiscal policies. Fiscal policy, and with it, most instruments for social 
justice, have explicitly remained a responsibility chiefly for the member states. For 
this reason alone it was always easy to predict that as recent crisis management 
policies coming from the commission, the council, the finance ministers meeting 
to govern the euro-zone, from the ECB and also from the IMF as part of “the 
Troika”,21 increasingly take precedence over national policies, guiding the latter and 
restricting their room for manoeuvre, the waning of social concern should follow 
naturally.

This shift in policy, from national controlled fiscal policy with a relatively high 
social quality, to EU-driven more market-friendly budgets has, together with many 
substantial provisions of the treaties regarding the functioning of the internal 
market, common trade policy and the priority of provisions regulating the market as 
compared with social, labour and environmental provisions produced a historical 
shift in the system of governance. Power has been transferred from the political 
system to the market. Legislation and the way in which administrative power is 
exercised will in the emerging European Union on the whole be relatively more 
influenced by the logic of the market and market actors and less by the political 
sphere than they are in the member states or as compared with the former European 
Community. 

The counterargument to the concern just raised is that even if we accept its 
truth we must acknowledge that globalisation has dwarfed the nation states. 
Even a European Union with a bad balance in the regulative power of state and 
market is, because of its stronger governance capacity, better for social justice and 
democracy, so the counter-argument goes, than nation states with a relatively better 
balance but weaker capacity. This is all I wish to say here about the first element 

20 See Ojanen 2008a and 2008b. 

21 The Troika is common parlance for committees sent from the IMF, the ECB and the European 
Commission to members states to negotiate terms for international bailouts of their national 
economies. 
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of concern in this overview of the democracy deficit in the European edifice before 
ca. 2000. Other elements are less controversial.

+My second concern is that the European Union is not a parliamentary democracy: 
Its parliament is not a real parliament in terms of its legislative powers and it does 
not have a real government in terms of accountable executive power. Instead by 
far the largest part of the right to legislative initiative and a significant proportion 
of the mandate for political initiative is vested with the unelected commission, 
which enjoys a highly indirect mandate and weak democratic accountability. 
This second concern is of course just the most crucial aspect of a more general 
feature of the European Union in that, amazingly, its institutional structure does 
not respect the established doctrine of the separation of the executive, legislative 
and judiciary powers. I shall not discuss the doctrine here. The initiative monopoly 
of the Commission appears to me deeply problematic democratically even if other 
aspects of the doctrine are given up. 

Closely connected to these issues, and the third characteristic of the EU that I 
wish to draw attention to here, is the fact that the court of justice has an unusually 
large political role as compared with the situation in the member states. Politically 
active high courts may be compatible with political democracy if highly developed 
mechanisms for accountability, transparency and legitimacy are in place. This is 
not the case in the European Union. The politically driving role of the court stands in 
stark contrast to the quality of its democratic mandate, which is even more indirect 
and weaker than that of any other major institution of the Union except, possibly, 
the ECB.

Less often observed, but certainly of no lesser importance is our fourth concern: 
The administrative apparatus of the Union, which plays a driving role in relation to 
national and local public administration has only thin channels of communication 
with governments, elected representatives or the public at large. At the same time, 
we know that the administrative staff of the EU is small and heavily reliant on 
services from lobbyists, in particular from corporate lobbyists. The vast influence of 
lobbyists is all the worse because of the secrecy and culture of corruption in which 
it is embedded.22 

Fifth, due to the structural weaknesses of the common public sphere – the many 
languages and the lack of common fora for debate, the diversity of the cultural and 
political traditions, the weakness of pan-European civil society structures – the 
Union cannot effectively draw informal legitimacy and political direction directly from 
a common European polity but remains largely dependent on indirect legitimation 
through the member states. 

Sixth, this indirect legitimation from the national democracies is extremely 
ineffective due to such factors as the weakness of public attention to and debate 
of the agenda and dynamics of Union affairs, the speed and lack of transparency 

22 For in-depth reports and regularly updated information, see  <www.alter-eu.org> and <www.
corporateeurope.org>.

ww.alter-eu.org
www.corporateeurope.org
www.corporateeurope.org
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when Union wide legislation and policy is formed, the weakness of participation in 
elections for the European parliament and the underdevelopment of mechanisms 
for the national parliaments to follow and give informed inputs into Union policies.

The seventh item on our list of complaint is economic democracy. Arguably, 
trade unions have been the single most powerful and fundamental instrument for 
economic democracy in modern European history. The rise of the European Union 
has been a difficult time for them. This is partly due to organisational history and, 
of course, also to the relatively weak positions of trade unions in EU-legislation and 
institutions. But there are other reasons as well. Trade unions have not been able 
so far to muster collective organisational capacity and efficacy at the European 
Union level. We can understand why. It is not easy in the new Europe to achieve 
coordinative and effective cooperation between unions coming from widely 
different political cultures. In countries like France and Portugal mass-mobilisation 
on the streets plays a far bigger role in trade union activity and in the identity 
of the individual members than in some other member states, such as Germany 
or Sweden where negotiations between state, employers associations and trade 
unions have been the most important arena for translating the mass mobilisation 
achieved by trade unions into influence over economic practices and strategies in 
private corporations and socially redistributive policies by the public authorities.

There have been some changes for the better in the position of the labour 
movement in recent years. The Lisbon Treaty recognises fundamental trade union 
rights and in practical politics common trade union action at the pan-European level 
has been an effective force recently in some individual cases, with the struggle 
over the so called Bolkenstein directive on the liberalisation of services as the 
most important individual example. Nevertheless, important political goals of trade 
unions, such as that of adding a social protocol to the Lisbon treaty, remain distant 
dreams. Thus, while the struggle is on, it is clear so far that the contributions of 
trade unions to economic democracy remain smaller in the European Union as 
compared with the situation in most member states. 

Historically, the democracy deficit and its evolution are easily understandable. 
In the 1950s the common European institutions were rather weak and uninfluential 
as compared with the member states. Hence, there was, as we already noted, 
little need to place demands for a democratisation of the European community 
high on the political agenda. But as the balance of power has gradually shifted 
the other way the relative importance of the inherited democracy deficit has grown 
dramatically. 

Against this background it becomes essential to assess to what extent the 
pinnacle of European institutionalisation so far, the Lisbon Treaty that came into 
effect in 2007, brings progress with respect to the legacy of democratic deficits.

On the positive side we may note the following. There are (i) a provision for the 
right to citizen’s initiatives; (ii) some improvements on rules of access to documents; 
(iii) improvements on transparency in the workings of the council of ministers when 
it performs its legislative function; (iv) some strengthening of the indirect chain 
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of legitimacy through the slightly enhanced role of national parliaments in EU-
legislation; (v) an increased clarity in the balance and distribution of power between 
the ministerial council, the commission and the European Parliament that includes 
a strengthening of the role of the elected Parliament, and also, as noted already, 
(vi) improved recognition of social and economic rights.

Less often noted in public debate, but equally clear, is that with the Lisbon 
Treaty the European Union has also taken several important steps backward in 
terms of democracy. I will mention six such regressive steps. I will provide some 
discussion only of the sixth, controversial item on the list.

(i) The Union now has a president and foreign minister with unclear, indirect and 
hence democratically weak mandates. (ii) The Lisbon Treaty, with its many layers 
of cross-references, is by any standards a technically highly complex document. It 
is much less understandable to the public than any national constitution. It is even 
considerably more difficult to master, even for specialists, than the previous treaties, 
adding to the challenge of forming an active and informed citizenship. (iii) There are 
many unclear clauses in individual policy areas, such as social and health services, 
making the workings of the upcoming Union unpredictable and paving the way for 
an even greater political role than before for the democratically problematic court of 
justice. (iv) Extremely problematic for transparency, predictability and democratic 
accountability is the scope the Lisbon provisions on international trade allow for 
influence on national and EU-wide labour, social and health legislation and policy, 
and also, for example, on environment policy, through external trade agreements 
and the dispute settlements mechanisms agreed for them, most notably under 
World Trade Organisation agreements.23 (v) We must also note that the new 
provisions for “fast track” authority for heads of state to revise the Treaty (art. 48) 
open up the prospect of constitutional development with even less transparency, 
public debate and democratic participation than has been the case until now.

(vi) The sine qua non of any democratic constitution is a provision according to 
which the power of the state belongs to the people. There is no such core provision in 
the Lisbon Treaty. This fact is rarely noticed. The technical argument for overlooking 
the lack is that the Lisbon Treaty is not a constitution in the classical sense. The 
argument is, however, today a weak one. As long as the European cooperation 
structures were clearly intergovernmental, any foundational, constitutional provision 
would have been anomalous. In the new treaty some foundational provisions are 
introduced but not, however, the democratic core principle. At the same time it 
is clear that in many respects the Lisbon Treaty is the symbolic and functional 
equivalent of a constitution. Therefore the fact that what I call the democratic core 
principle is not there in the treaty marks the end of a historical era and the beginning 
of a new one. Even some of the most fundamental democratic achievements that 
European citizens have got used to since the British and French revolutions have 
now vanished in thin air. One aspect is this: The Lisbon Treaty defines the rights 

23 For some references, see footnote 52 below.
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and liberties of citizens of the European Union. But these rights and liberties are 
no longer brought by the citizens themselves, as the authors of the Treaty, to 
themselves, as subjects to the law it imposes. The rights now belong to the citizens 
only thanks to the benevolence of the Union. 

One sometimes hears the claim that thanks to the multi-layered structure of 
the EU-law the citizens of the European Union have retained their sovereignty 
nevertheless. The suggestion is that there is no need to makes the uppermost level 
of law, that is, Union law, a direct expression of the will of the people because the 
people are sovereign at the lower level of their separate member states, and the 
upper level, where citizens are not sovereign, only has power over the lower level 
to the extent that the lower level has given explicit agreement to giving it away. This 
is the so called principle of deferral in the European Union that, supposedly, should 
explain why there is no need, or even a reason, to state in the Lisbon Treaty that 
the power of the Union belongs to its peoples. It is, however, a juridical fig leaf only. 

The first problem is with the process whereby power has been deferred. In 
many cases transfer of power from member states to the European Union has 
happened through procedures with weak democratic quality.24 

The second problem is the unidirectionality of the principle. According to art 
3.b. of the Lisbon Treaty, the Union derives whatever powers it has from the 
member states, according to the principle of deferral. But deference is difficult 
to control democratically. There are two issues here. The most blatant issue is 
the difficulty of reversibility. For treaty change unanimity between member states 
is required. This is of course all right as far as expansion of EU-competencies 
is concerned (and as long as the EU maintains its always partly fictional identity 
as an organisation with sovereign member states as its members). But when 
member states democratically seek to retract an earlier transfer of competence the 
unanimity requirement becomes a trap. The sole instrument that the citizens have 
at their disposal in order to maintain their reflexive sovereignty, or their control over 
so-called competence-competence (i.e. their right to withdraw powers that have 
been given away to the Union) is the purely black and white instrument to decide, 
through national procedures, about membership in the Union.25

The third challenge to member states who wish to exercise control over the 
principle of deferral is the reflexive problem of understanding and defining exactly 
the scope and nature of the powers that the member states have deferred to the 
Union according to the Lisbon treaty. This problem finds a technically elegant and 
precise solution in the articles defining the competencies of the Court of Justice of 
the European Union, together with the Protocol on the application of the principles 

24 For the Finnish case, I refer to two collective petitions by Finnish intellectuals to Parliament; one 
from the time when Finland decided to join the European Monetary Union in 1997 and the second 
from the time when Finland ratified the TSCG-Treaty in 2012. (The latter letter was delivered to 
Parliament on 11th December 2012.) See also my remarks below on the process in Slovenia, France 
and the Netherlands.

25 Procedures for the cessation of membership have for the first time been included in the treaty of 
the European Union with the Lisbon Treaty.
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of subsidiarity and proportionality, esp. art. 8, to the same treaty: With the exception 
of the common foreign and security policy, the European court has sole jurisdiction 
over the existing division of competencies between member states and the Union. 
In other words, whenever it is not clear what powers members states have deferred 
it is clear that the power to resolve the issue has been deferred to the Union, 
specifically to its court. Moreover, the principle of deferral in the treaty ignores, 
but is not designed so as to actually remedy, the democratic calamity that the 
realm of Union competence has, since the late 1960s, expanded only partly on 
the basis of explicit revisions to the treaty. To a large extent the expansion has 
happened through decisions by the European court and through a post factum 
juridical codification there of processes of coordination and harmonisation that 
were originally conceived only as political measures agreed upon at the summits 
of European heads of state and at other fora as well. A further source of obscurity 
concerning the nature and extension of powers conferred to the Union is due to the 
expansion of Union competence in the realm of external economic cooperation. 
The future impact of this external competence on internal legislation and policy 
formation in the Union and its member states and for the competencies of the Union 
depends on global political and juridical dynamics and cannot easily be foreseen. 

Is the crudeness of the tools available for citizens wishing to exercise their 
reflexive sovereignty a problem for democracy? When seen from the perspective of 
a formal conception of democracy, the problem may seem marginal, perhaps even 
as a routine case of legal layering in a time when international legal instruments 
proliferate. But from the point of view of effective democratic sovereignty there is 
a decisive difference between the implications of EU membership as compared 
with membership in any other international agency to which some authority has 
been deferred. The vital difference is that the EU competencies are large in most 
policy areas. In consequence, the functional costs for any member state of leaving 
the Union are unusually high. They are in fact so high as to be incomparable to 
the costs of leaving any other intergovernmental body. This seems to me to be the 
rational element behind the unpleasant but recurring, often rather inarticulate, idea 
that sometimes surfaces in public debate, that the European Union will eventually 
disintegrate through chaos and violent internal conflicts.

I close my discussion of what I have called the lacuna at the heart of the Lisbon 
Treaty. The main point here was that with the Lisbon Treaty we have entered a 
stage in the evolution of European democracy when it is, at best, unclear, whether 
we can say that the citizens of the European Union are sovereign in the classical 
modern sense that the power exercised by the highest public authorities that they 
are supposed to support, trust and obey is their own power. 

The overall picture we arrive at of the development of democracy in the EU-
area from the 1950s to 2007 is clear. The “European project” that has been since 
its inception criticised for its shortcomings in terms of democratic quality has during 
this time in many respects gone from bad to worse. This has happened through 
steady evolution and has proceeded without much notice of the legitimate demand 
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according to which the increased shift of power from the member states to the 
European Union creates a need for a deepening of democracy at the Union level.26

3.2. Democracy in Europe 2003–2013

From the mid-nineteenth century through much of the twentieth century European 
history was significantly driven by widely shared high hopes that mobilised mass 
movements in the various nations. In recent years utopian yearnings have, for good 
or bad, become marginal in political life. There is a lot of functional pressure: global 
warming, the transnational restructuring of the world economy, the new security 
threats and the increased competition for natural resources and skilled labour are 
often seen as new factors that place strict limits on the choices available in public 
policy, especially at the national level. The shift to what has been called TINA-
politics (There Is No Alternative -politics27) has pushed the utopian aspiration that 
remains to the margins of electoral politics, as is the case with social-liberal and 
social democratic political formations in most countries in Eastern and Central 
Europe, new left autonomous politics in South Europe or green localism in North-
Western Europe and the USA. The political idealism that still exists has during 
the past decades largely been recast in a new mode. It is now often either rather 
defensive and culturally unambitious or ghettoized and decoupled from hope for 
radical betterment for whole nations, regions or globally.

It was in this context of a heightened sense of necessity and weakened utopian 
energy and also in the context of the worry that the growing significance of the 
Union had not been coupled with democratic reform that European integration 
entered into a new phase of development in the early years of the new millennium. 
The new phase has had two distinct stages. The first stage was the “constitutional 
process” that led to the Lisbon Treaty and the second stage is the current crisis 
with its “executive federalism” discussed above.

26 The European Union is often presented as a model of integration for other regions as well, 
especially for Africa, Latin America and South East Asia. (For a critical analysis see e.g. <www.
tni.org/sites/www.tni.org/files/download/eula-integration_0.pdf>, accessed 30 July 2013.) For this 
reason the regressive shift in Europe need not be of interest only to Europeans. It may, despite 
Europe’s decline, be of world historical significance. It seems reasonable to look at the period 
from the French Revolution to the fall of the Berlin wall and the disintegration of the Soviet bloc 
as a period of global progress for liberal, constitutional democracy. But in view of the post-war 
development in Western Europe and also of more recent developments in Russia (during the last ten 
years or so), in China (since May 1989), in India (since the rise of the BJP into significance), in sub-
Saharan Africa (with the great African war and the difficulty of consolidating of democracy in major 
countries, including South Africa and Nigeria) and in the United States of America (since 9/11), the 
overall picture globally now seems bleak. This is true even if there are important positive cases as 
well, thanks to the great effort by the democracy movements in many countries in Latin America in 
the past decades as well as in some other countries including Nepal and, of course, despite all the 
present difficulties, some of the Arab countries. 

27 I first learnt the term TINA-politics from conversations with Tariq Banuri in the late 1980s and 
he may have coined it. It is sometimes attributed to Margaret Thatcher. I have not traced its history. 
In my experience it is an established critical term since many years among activists in international 
non-party movement politics and a term that also finds powerful, repressive use in public debate. 

www.tni.org/sites/www.tni.org/files/download/eula-integration_0.pdf
www.tni.org/sites/www.tni.org/files/download/eula-integration_0.pdf


Wallgren

261

In May 2003 Jacques Derrida and Jürgen Habermas published a co-signed 
essay on European integration.28 The essay was published at the time when inter-
governmental negotiations about a Constitutional Treaty for the European Union 
were at a crucial stage.29 The timing of the publication together with the place of 
publication – a leading daily newspaper – made it impossible not to read the essay 
also as an intervention into day-to-day politics. The message in that respect was 
clear: Derrida and Habermas were in favour of the constitution and also, even more 
sharply, in favour of deepening integration in which the core states (“Kerneuropa”) 
take the lead in a process that other member states will need to adjust to. The 
desired result should be a constitution without “separatism.”

As indicated above, I have great sympathy with Habermas and Derrida’s basic 
agreement that the European Union needs a constitution. Nevertheless, one might 
think that it is of some relevance to uphold a clear distinction between a principled 
commitment to an explicit constitutionalisation of the integration process that 
encompasses large parts of Western and Central Europe and the political judgement 
of the day that the constitution that was discussed in 2003 deserves support. It was 
therefore disappointing that there was nothing in Habermas and Derrida’s essay 
that suggests that they had read the draft of the constitution the acceptance of 
which they advocated. The observations we made above about the democratic 
shortcomings of the Lisbon Treaty all apply to the draft constitution that Habermas 
and Derrida raised their voice to support. Nevertheless, Habermas and Derrida 
paid no attention to these matters. In this they were by no means unique. On the 
contrary, the only reason to mention their joint essay here is that it is typical of the 
cosmopolitan moods of those times: Many cosmopolitans wanted the constitution 
long before they had read it and with little regard for its substance and democratic 
quality.30 We may also note that in that essay there is nothing that suggests that the 
authors had, in this particular case, any real concern for the internal connection, so 
powerfully and creatively explicated by Habermas and so incisively questioned by 
Derrida elsewhere, between the democratic, rational quality of the process through 

28 Habermas & Derrida 2003.

29 I continue to refer to the entire process, since the 1950s, of founding and developing the juridical 
framework for the European Economic Community (as it was called up to the Maastricht Treaty 
of 1992) and the European Union as a process of constitutionalisation. I will call the document 
proposed by a convention formed by the EU member states that was entitled “Constitutional Treaty 
for Europe” the constitution. The uncertainty concerning the basic political and juridical terminology, 
reflected in the neologism “constitutional treaty” and partly addressed in scholarly debates about the 
so called new constitutionalism, is symptomatic of the opacity of the European integration process. 
(Optimists would perhaps speak of the creativity of the process rather than of its opacity. Such 
optimism invites the question, not pursued here, creativity for what?) 

30 In my country, Finland, it was seen as trivial that the government and parliament committed 
themselves to ratification of the constitution (and later, also of the so called Lisbon Treaty) long 
before it had been subjected to analysis and public debate. In fact, it was seen as normal in most EU-
countries that the political decision to approve the constitution could be taken long before any details 
of the text, or even of many of its fundamental provisions, were known. See for example, the note on 
the political quality of the Slovenian ratification of the Lisbon Treaty by Slavoj Žižek entitled “What 
Does Europe Want”. Žižek 2008: <elpais.com/diario/2008/07/08/opinion/1215468004_850215.
html> (accessed 24.7.2013) 

elpais.com/diario/2008/07/08/opinion/1215468004_850215.html
elpais.com/diario/2008/07/08/opinion/1215468004_850215.html
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which the constitution is drafted and approved and the identity of the emerging 
political entity and the self-understanding of its citizens.31

This, then, is one side of the new Europe that was formed through the 
constitutional process that gave birth to the new European Union of the Lisbon 
Treaty: There is in this Europe a new readiness of intellectuals, elected politicians 
and others to sign up to political changes that everyone agrees are of historical 
significance regardless of content and irrespective of access to information. The 
readiness is all the more surprising as it has arrived in times of peace and hence 
in times with no obvious time pressure. This undoing of informed consent as a 
norm that serves a vital, critical function in democratic proceedings and public 
debate, is, as I wish to suggest, an important novel, regressive feature in European 
democratic history.32

A related feature of European integration, and the second theme that needs to 
be addressed here, became visible in the run up to the French and Dutch referenda 
on the proposed constitution in 2005. When the referenda were announced the 
pro-side had the support of a comfortable majority of the voters, according to polls 
in both countries. When the votes came in the safe yes to the constitution had 
turned into a 54,9 % NON in France and 61,6 % NEE in the Netherlands. What had 
happened?

One thing we know is that a clear majority of people belonging to the political 
and economic elites in both countries were vigorously in favour of the constitution 
throughout. We may also suspect that there was, favourable polls notwithstanding, 
always some lack of clarity about and confidence in the level and quality of mass-
support for the constitution. Nevertheless, even just half a year before the referenda, 
many would have thought that the kind of massive campaign for a yes-vote that 
was seen in both France and the Netherlands – a campaign that enjoyed the 
active support from an overwhelming majority of the leaders of the most significant 
political organisations and large corporations as well as solid backing from the 

31 Habermas 1992; 1999; Derrida 1990. In their joint essay in 2003 Habermas and Derrida point to 
the massive demonstrations against the war on Iraq that took the place all around Europe in the early 
spring of 2003 as a reason for a new mild optimism about the emergence of a common European 
public sphere that would help remedy the democratic deficit of the EU. My empirical reading of 
the demonstrations is that the World Social Forum process played a crucial role in making their 
global coordination and the synchronisation of their political message possible. The call for common 
demonstrations on 15 February 2003 emerged from a meeting of the European Social Forum. The 
demonstrations were thus arguably, at least to some extent, more the regional expression of a 
new global movement (or, as I would rather say, of the World Social Forum as a new vehicle for 
intercontinental dialogue and democratic public space) than a European phenomenon. Probably the 
best book on the world social forum is still Whitaker Ferreira 2006.

32 In defence of the legitimacy and rationality of the current democracies in the European Union 
it may be said that many of the parliamentarians in the member states who cast their vote in favour 
of ratification of the Lisbon Treaty did so on the basis of a concern for the “Big Picture” rather than 
on the basis of detailed knowledge and assessment of the actual text. If we grant this we will still 
need to assess the significance of the gap that exists between the more demanding democratic 
expectations concerning, for example, time, transparency, expert assessment and other reflective 
and deliberative procedures that regulate constitutional change at the national level and the lesser 
demands that have always been in place in the constitutional process for the European Union.
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media – would have made acceptance of the constitution a safe bet. Nevertheless 
on the day of the referendum the constitution was rejected by clear majorities.

The standard explanation of the surprising result has been that the effort of the 
elites backfired. Supposedly, the people in France and the Netherlands voted in 
protest against the politicians, rather than against the EU-constitution as such. The 
point is speculative and not easily proven wrong. Yet it seems to me essentially false 
for three reasons. Firstly, the empirical findings of the exit-poll studies conducted 
by the European commission on the reasons voters gave for their voting behaviour 
do not match this explanation.33 Secondly, the Non/Nee came out after a display 
of phenomenal grass root mobilisation and energy among the population at large. 
This was the case especially in France. In the Netherlands local campaigning and 
public participation in debate was comparatively lower whereas in France books 
on the constitution became best-sellers, hundreds or even thousands of campaign 
groups were organised from below, thousands of debates and rallies took place. It 
is difficult not to conclude that as many people in France, and probably also in the 
Netherlands, learnt more about the constitution they became more, not less, critical 
of it then they had been initially.34 The third problem is that even if we interpret the 
rejection of the constitution in the two referenda primarily as protests against the 
current governments and their policies it is difficult to keep this protest apart from 
the protest against the current mode of European integration. People protested 
against the social and economic consequences of their government’s policies. But 
these policies are intimately connected to the ordoliberalism of the increasingly 
powerful European Union described above. 

Let us note also that only three years after the Non/Nee in the referenda the 
European Union was back on track. The constitution that was rejected in 2005 
was abandoned at first, but only to be replaced soon by the proposal we now 
know under the name of The Lisbon Treaty. The Lisbon Treaty differs from the 
constitution that was rejected in 2005 in two significant respects. The word 
“constitution” was scrapped in the title of the document as also the paragraphs 
about European symbols; the hymn, the motto, the flag and the nation day. The 
second difference is that the Lisbon Treaty does not have the linear book form of 
the constitution. It rather retreats to the complex mode of presentation of the old 
EU-treaties. In consequence, the treaty preserved almost all the material provisions 
of the constitution that were rejected in the French and Dutch referenda but it did 
so in a way that makes it almost impossible for non-specialists to decipher. The 
difficulty is thorough. It is, to take just an example that adds drama to some of what 

33 See <ec.europa.eu/public_opinion/flash/fl171_en.pdf and  <ec.europa.eu/public_opinion/flash/
fl172_en.pdf> (accessed on Nov. 11 2008). 

34 Many will remember the dry comment by Valéry Giscard d’Estaing, former president of France 
and chair of the convention that drafted the EU constitution, when the Non was a fact, that the 
government made a crucial mistake in distributing the proposed constitution to all households in 
France. Giscard d’Estaing would surely have preferred uninformed consent over informed rejection. 
(See the article by Elaine Sciolino, based on an interview with Giscard d’Estaing, in the New York 
Times, June 15, 2005.)

ec.europa.eu/public_opinion/flash/fl171_en.pdf
ec.europa.eu/public_opinion/flash/fl172_en.pdf
ec.europa.eu/public_opinion/flash/fl172_en.pdf


Dictatorship of Failure

264

was discussed above, quite difficult even for specialists to understand the exact 
extent of the powers deferred to the union by the member states. 

As we saw above, the Lisbon Treaty raises intricate issues for the question of 
ownership of general juridical competence, (i.e., competence over competence or 
“reflexive sovereignty”). Here one more problematic observation must be added 
to our earlier discussion. For the idea of a society whose citizens enjoy political 
autonomy as carriers of a democratic constitutional order the lack of perspicuity of 
their highest legislation is a very severe challenge: The reason is that it will be next 
to impossible for the citizens of the European Union to give informed contributions 
to the long-term development of a polity and society whose defining juridical 
documents are in fundamental respects beyond their comprehension.

The Lisbon treaty, which replaced the draft constitution of 2003 that was rejected 
by French and Dutch citizens in 2005, has not been brought to a new referendum in 
these countries. Astonishingly, the explicit argument by political leaders favourable 
to the constitutional project was that referenda would put it at risk.35 The case of 
Ireland is different but not less problematic. In Ireland a referendum was obligatory 
for domestic reasons. When the Irish rejected the Lisbon Treaty on June 12, 2008 
the referendum was repeated a year later. Only then, on 2nd October 2009, was the 
“correct” outcome achieved and the Lisbon Treaty could enter into force soon after, 
on 1st December 2009.

The developments we have just registered reinforce our overall suggestion 
that, despite the growing need for democratisation, the democratic quality of the 
European Union has in recent times in fact gone from bad to worse. From the 
cynical perspective of the disinterested observer we may even take some delight in 
this occasion to test empirically, on a grand scale, who was more in the right, Jürgen 
Habermas or Niklas Luhmann, in their 1970s debate about legitimation in our times: 
Was Habermas right when he claimed that governance in contemporary societies 
remains dependent on democratic legitimation or was Luhmann right with his vision 
of ethically purified systemic integration in which rational and moral legitimacy is 
just one integrative resource among others with no functional privilege?36

35 French president Sarkozy was during his term particularly explicit in arguing publicly against 
referenda on the ground that they might yield the wrong result. For a similar pronouncement by the 
president of the Commission, José Manuel Barroso, see Het Financieele Dagblad 6 February 2007.

36 Habermas & Luhmann 1971. The Habermasian framework for conceptualising legitimacy has 
of course met much criticism. At the level of abstraction we engage in here the choice is however 
not so much between different theories of legitimacy but rather between theories in which politics 
remains conceptualised within a framework where the ideas of self-determination and citizenship 
have a moral, critical potential and others in which this is not the case. From our perspective then, 
alternative approaches to the legitimation issue that are critical of the abstractness of Habermas’s 
communicative idealism, of his alleged lack of sensitivity to postmodern, feminist and postcolonial 
problematisations of subjective freedom and human plurality or of his lack of sensitivity to the problem 
of conflict and antagonism in political life, all remain at the Habermasian side of the debate between 
him and Luhmann. Cf. Derrida’s note on the commonalities between him and Habermas in his note 
to the article he and Habermas co-published in Frankfurter Allgemeine Zeitung 31 May 2003. For 
some reflections on the intellectual history of the debate over whether societal reproduction requires 
widely shared cultural values, see Honneth 2011, 18ff., and references provided there.
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Be that as it may, a fundamental feature of the liberal, republican democratic 
tradition in Europe and North America, which found its first mature theoretical 
expression in Kant’s political philosophy, was the notion that men and women can 
give up their sense of political participation and responsibility, their understanding 
of themselves as citizens, only by giving up a large part of their sense of self-
determination, and, hence, of an essential dimension of their vision of a fulfilling 
life. In this framework, the modern state, when democratic, can provide a basis for 
a politically free life for each person as a citizen. 

The happy unity of individual autonomy and lawful citizenship is, as Kant and 
other thinkers of the Enlightenment envisioned and many have later agreed, made 
possible by the fictive but normatively consequential and politically immensely 
productive idea of a rule of law grounded in constitutions, which are the expression 
of the rationally formed and free will of the citizens.37 Interestingly, in the light of 
the considerations presented above, the quality of the constitutional process of 
the European Union makes it almost impossible to think of the emerging Union as 
a democratic, constitutional entity in the Kantian sense. Not only is the Union not 
getting a constitution that is a genuine and clear expression of the desires of the 
people. This in itself would be no news since an after the fact acceptance has been 
the ground for the legitimacy of European constitutions at the national level. But 
now, with the European Union, we see the emergence of the functional equivalent 
of a constitution of which we have very good, empirically tested reason to believe 
that it is one the majority of the people, at least in some member states, do not 
want. We have reason also to say that this functional equivalent of a constitution is 
one the majority of the population neither knows or understands well.

So far we have in this section gathered two diagnostic observations: one about 
the undoing of informed consent as a normative standard and a second about the 
demise of concern for the Enlightenment ideal that constitutions ought to serve 
as expressions of the aspirations of the citizens and have their approval, at least 
post factum. In order to understand the full significance of the recent dynamics 
in European politics for democracy the rise into ever larger prominence of the 
European Union needs to be seen in the light of these two democratic shortcomings 
of the constitution-building process of the last decade. They must also, thirdly, be 
considered in the light of the actual quality of the rules, norms and processes that 
have governed the ordinary functioning of the common European institutions up to 
now and continue to do so, regardless of the fate of the Lisbon Treaty.

The case in point is fiscal power. According to the main principles governing the 
distribution of competencies between the European Union and its member states 
in the Maastricht Treaty and even in the Lisbon Treaty, the intention has been to 
respect the sovereignty of national governments and parliaments in budget matters. 
Recently, especially in Germany, but also in other countries, there has been much 
debate about the compatibility of the management of the euro-crisis, with respect 

37 Kant 1949.
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for the national fiscal sovereignty. Costly bailouts of banks and loan packages 
to indebted countries, the costs and risks of the European Stability Mechanism 
(ESM), the European Financial Stability Facility (EFSF) and the European Financial 
Stabilisation Mechanism (EFSM), as well as the new agreements that give both soft 
power (including ex ante evaluation of national budgets) and the right to enforce 
sanctions on in breach of common agreements (most clearly in the case of the 
TSCG, the “Fiscal Compact”) are key ingredients in the debate.38

The debate strikes me as belated: It was always unrealistic to think that we can 
keep fiscal policy strictly national while constructing a common monetary policy 
for the euro-zone.39 But this unrealistic fantasy has remained important throughout 
the European Union, not least as a source of legitimacy for national governments 
claiming in national politics some sovereignty, and fighting national elections on the 
premise that the elections are decisive for access to power over the redistributive 
aims and effects of nationally executed fiscal policies. In 2011-2013 we have seen 
trust in the promise of sovereignty in fiscal policies whither away rapidly, most 
obviously in the countries living under the diktats of the Troika,40 but increasingly 
also in other Eurozone countries. The withering away in the eye of the public of 
national fiscal sovereignty is deeply problematic for the legitimacy of national 
democracies. The consequence for EU-legitimacy is severe. The Union is, as we 
have seen, extremely weak in terms of legitimacy acquired directly from its citizens. 
The less convincingly it can claim indirect legitimacy via the democracy derived 
from the member states, the deeper the crisis of democracy for the Union.

The main response so far, among the citizens, to all the regressive developments 
we have recorded above, has been twofold. We have seen the rise of the populist 
right in electoral politics and also widespread resignation and depoliticisation. 
Cosmopolitan politics is on the decline all through Europe.

The fundamental assumption of this essay is that there will be no shift from the 
current drift in the flow of money from poor to rich and power from the democratic 

38 See, for example, Tuori 2012.

39 It was clear to the people who proposed the euro, that is, the European Monetary Union and its 
position in the EU edifice as whole in the present form, that the separation of monetary and fiscal 
policy is problematic and creates a potential for crisis. Awareness of this fact was widespread and 
visible since the inception of the euro, and it has, as we know, been used to galvanise support for 
the so called Stability and Growth Pact agreed originally at EU summits in 1997 and to legitimise 
the Pact and later rounds of reform of it, in 2005, 2011 and 2013. The occurrence of a crisis like the 
one we see today should, therefore, have come as a surprise only to the rather small community 
of economists and lobbyists who preached, between somewhere in the 1990s and the crash of 
Lehman Brothers, that capitalism has entered a post-crisis era. In public debate and academic 
debate the predictions of a crisis, and the warnings that the structure of the euro is crisis-prone, 
were always a significant topic. See, for example, Roos 2002; and Patomäki 2012.

40 The most notorious cases of extra-constitutional action by EU institutions are the interventions 
by the ECB in the sovereign debt market, but the problems are very many, including, for some years 
already, the obscure role of the EU summits. (See again Tuori 2012. In member states the most 
striking cases of breaches by governments of the rule of law come from the countries put under the 
surveillance of the Troika. See, for example, <blogs.euobserver.com/phillips/2013/01/21/decree-o-
matic-the-peripherys-permanent-state-of-exception>, accessed 31st July 2013). But the problem 
reaches deep into the political systems of other countries as well.

blogs.euobserver.com/phillips/2013/01/21/decree-o-matic-the-peripherys-permanent-state-of-exception
blogs.euobserver.com/phillips/2013/01/21/decree-o-matic-the-peripherys-permanent-state-of-exception
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system to technocrats and corporations unless an improvement of the quality of 
power can be achieved first.

Radical deliberative democracy is, arguably, the most important source of 
rationality, freedom and justice in politics. Hence, if we want to avoid a further 
consolidation of authoritarian, post-democratic capitalism in Europe we need to 
address, honestly and without confusing our legitimate post-national idealism with 
the realities of the present, the question of the quality of power in the European 
Union that we have today, especially the quality of its democracy. That may be clear 
to all cosmopolitans. Nevertheless, there has been a lot of silence where there has 
been a need for debate. I think it is important that we reflect on the sources of this 
silence. In order to do so I suggest we go back to where we started and reflect 
again, from a new angle, on how many good people in “the cosmopolitan family” 
have reacted to the eurocrisis or to what I prefer to call “the crisis of the many and 
the triumph of the few.”

IV. Europe’s existential crisis

The idea that the crisis of the last few years is an “existential crisis” for “Europe” or 
for a “European project” has been popular in debate. Cosmopolitans like to use this 
phrase. I suggest that this reaction should make us pause. Why is that we find it 
apt to say of the crisis of the many and the triumph of the few that it is an existential 
crisis? 

Let us ask first what “Europe” stands for? What idea of Europe must we already 
have accepted before we can think that it, “Europe”, is in crisis now? Apparently, 
“Europe” is here equated with the European Union. When people say that Europe, 
or the European project, is in an existential crisis what they mean is not that some or 
any European project is in a crisis. They mean that because of things that happen 
today it is possible that the European Union will fall apart and cease to exist and 
they suggest that if this happens it bears a much larger significance than the falling 
apart of any ordinary institution. 

The suspicion is that people think that there is an internal relation between the 
European Union and some idea of Europe or some European civilisational ideals 
such that the collapse of the European Union will be harmful for the idea or the 
realisation of some valuable ideals. I have my qualms about the usefulness of the 
notion that there is such a thing as an idea of Europe and about the usefulness 
of the notion that there are “European ideals.”41 But, even if we accept without 

41 Even the fine recent study of the idea of (esp. in Husserl’s work) by Miettinen (2013) stops 
short of critical reflection on the discursive regime that controls the potential of discourse about 
Europe today. I have argued elsewhere that cosmopolitans would be well advised to avoid the word 
Europe (and associated words) when they explain their moral aims and political strategies. When a 
universalist semantic framework is in place it is, of course, alright to turn to the issue of how politics 
and the institutional design of Europe can best serve overall cosmopolitan global projects. (Cf. 
Wallgren 1998).
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argument, that some legitimate use of those concepts is possible, the ease with 
which the European Union is equated with some ideal Europe is strange. In view 
of the regressive shift in democracy that we have reported on above, should we 
not have expected that cosmopolitans would have welcomed the possibility of the 
collapse of the present “European project”?

The idea that the crisis of Europe has the character of an existential crisis 
provides the clue to understanding the phenomenon I suggest we first regard as 
strange. Let us take a step back. 

The crisis in Europe we talk so much about today is primarily a functional crisis 
of the euro. Secondarily, the sense of crisis is due to the fact that crisis management 
has served the interests of the few at the expense of the many. Thirdly, there is 
unison agreement that democracy has been jeopardised in managing the euro 
crisis. Governments in all countries, but in particular in the worst hit countries, have 
been pressed to accept and enforce severe austerity policies rapidly, with minimal 
time for public debate and parliamentary participation. The same is true of structural 
changes: the European semester, the six-pack, the two-pack, the austerity treaty 
have all been pushed through with little time for democratic scrutiny and discussion 
of alternatives.

If I am right, it is when people claim surprise at the three factors I have just 
mentioned that they raise the alarm call that we are on the brink of an “existential 
crisis” for “Europe.” Nevertheless, in view of our earlier discussion it seems almost 
impossible that any cosmopolitan should have been the least surprised at any of 
the three facts of the crisis: the functional, the social or the democratic. 

The real surprise is, then, that people have been surprised. If we should have 
been alarmed way back about what happens to democracy in Europe, why do 
people ring the alarm bells now, and why did the bells not ring before? 

Something has gone wrong in the self-understanding of those who speak of 
Europe’s existential crisis. Their concerns are genuine and well grounded. But they 
come late and, as we see in the popularity of the notion that the crisis is “existential”, 
they come with an intensity of self-identification with “Europe”, and hence, with an 
intensity of emotion, that calls for some explanation.

Here is the explanation I wish to propose: We, many good cosmopolitans, who 
are now shocked and angry, have a sense that when things go wrong in the EU we 
ourselves are to blame. This is our Union after all. We have invested our political 
capital, our dreams, our support, our strength in this union. Without our loyalty to 
this union its legitimacy, even the shaky one it enjoys today, could not have been 
achieved. We threw ourselves into this particular stream of history, always in the 
hope that we will get our act together later. But now, when things turn out bad, we 
are shattered to learn that we have not lived up to our promise to ourselves. The 
failure we see is our failure. We have not acted – we have lived a life sustained by 
false optimism – and now this has happened to us. 

Not only is our reality becoming miserable, worse still, our dreams are becoming 
miserable, they are being turned against ourselves. And the real problem is deep. 
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We never had the right to have this dream. It was always built on sand and we knew 
it: We know that we should have known all along. So, our European project was 
never even a dream. It was always a delusion. Hence, when we lose confidence 
in the European project we lose something we never rightfully owned. The loss, 
therefore, is one we cannot afford without losing face in front of ourselves. For 
this reason repression, denial, nostalgia, shame and the cynicism that all these 
sentiments tend to breed are all likely to play a huge role in the moral and political 
economy of cosmopolitan responses to the crisis. 

There is a sinister relation between the false optimism and delusions diagnosed 
in this section and the silences and bad judgement I have described earlier. The 
silences are not due, as they may be in other cases, to ignorance, that is, to a 
morally innocent intellectual mistake. They are due to our delusions. And the 
delusions and silences together are the conditions for the possibility of the success 
of the narrative, “the standard view”, presented in section 2 above – that is, for the 
widespread belief in the notion that this narrative will be useful for our cosmopolitan 
political aspiration. 

There is, as I will go on to suggest, a way out of the suicidal moral and political 
semantic regime defined by the standard view, and a way forward to more open 
and promising landscapes. But only if we are Lutheran enough to repent. It will not 
be enough for us to give up our false optimism. We must acknowledge its falsity 
and our part in producing and sustaining the falsity. Only then can we engage with 
brutal realism with the issues we have brushed aside and which we now need to 
address.

It may be disturbing to some, but perhaps instructive nevertheless, to compare 
the commitment of many good social-liberal, green and leftist supporters of the 
“European project” of the 2000s with the commitment of many a good communist 
to the Soviet-Union and other “really existing” socialist projects of the 1900s. I think 
it was Habermas (again) who asked, a few years before the wall came down, how 
long communists loyal to the DDR and the Soviet-Union would be willing to sustain 
the tension between their dream and the reality created in its name. Habermas’s 
question is good because it admits of no armchair answer or high moralism. We 
all know fine people who remain committed communists in Europe today. Their 
communism is yet to come. The question Habermas put to idealist communists 
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in the 1980s can, as I believe, with growing right be put to those who continue to 
support the European Union today.42

V. Sources of the standard view and their problems

5.1. Review and preview

Let me sum up the discussion so far. In section 1, I proposed that there is what 
I have called a standard view – that is, a basic political perspective that is widely 
shared by cosmopolitans today – about how to understand the global political needs 
of our times and the mission of the European Union with respect to these needs. I 
also announced that a key purpose of this essay is to suggest that what I call the 
standard view, for all its merits, is problematic and that it has made it difficult for 
cosmopolitans to understand the euro-crisis well and to respond adequately to it.

In section 2, I began to explain my main thesis. There I described how people 
who subscribe to the standard view defined in the first section have typically 
understood the euro-crisis and responded to it. I presented some sceptical remarks 
on this understanding and response. One suggestion was that there has been a 
surprising neglect of the fact that what we often call the euro-crisis has actually 
been a time of spectacular success if we judge events from the point of view of 
how they have served the interests of the elites. Another suggestion was that in the 
discussion based on the standard view there has been an even more surprising 
neglect of democracy issues. 

In section 3, I turned to the question of democracy in the European Union. I 
argued there that the integration process through which the European Union has 
evolved has been marked by a democracy deficit since its inception. I also argued 
there that the efforts, in the first decade of this century, to constitutionalise the 
European Union have not ameliorated its democracy deficit and that the lack of 
democracy has been exacerbated during the last few years of the “crisis of the 
many and triumph of the few.”

In section 4, I reflected on the lessons of the previous sections. I suggested 
the following: The standard view has prejudiced cosmopolitans to take a positive 

42 In the run up to the Finnish referendum on EU membership in 1994, cosmopolitans here 
sometimes discussed the relation between being true to one’s ideals and honest about how 
one’s ideals meet their reality-test. I remember particularly well discussions with a friend from the 
“alternative movement”, as we used to call it before the green parties were formed, who was then an 
adamant supporter of “the European project” and who later served some terms as a member of the 
European Parliament. On the day after the Finnish referendum on EU membership, on 25th October 
1994, we met. She knew that I was disappointed about the result and found her partly responsible 
because of her active support for membership. On that day my friend told me to call her back “if the 
day comes when the EU tanks roll into our Prague”. When I see anti-austerity riots now, in Portugal, 
Greece and other countries, and I see the tear-gas and the tanks, I wonder whether this is the day to 
pick up the phone and call my friend. Or is it tomorrow? How long is it right for an idealist communist 
or for a true believer in the European project to wait for the tomorrow of good communism or the 
good EU to arrive?
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view of the European Union. Because of this prejudice they have neglected the 
democracy issue. Because of this neglect they have had false hopes about the 
European Union. Because of these false hopes they are now shocked by what is 
happening in Europe, they feel ashamed about their naivety and have a sense of 
guilt. To back my claims I suggested that we pause to reflect on the curious fact 
that the notion that the euro-crisis is an existential crisis has found wide resonance. 
I claimed that many cosmopolitans have been satisfied to speak of the euro-crisis 
as an existential crisis. I suggested that this existential and moral response serves 
as evidence for the diagnosis that it is one of the consequences of the euro-crisis 
that cosmopolitans who subscribe to the standard view are becoming sensitive to 
and alarmed by their complicity in the creation of a “European” project that is now 
in crisis and that is not, and never was, worthy of their support. 

In this section it is my aim to show how cosmopolitans who can identify with 
the analysis so far may move from criticism and self-blame to a restructuring of our 
vision of how to realise cosmopolitan ideals in Europe today. I will do so by looking 
at two themes. One is the idea that the European Union is a peace project, the 
other is the idea that the only way to be realistic and responsible cosmopolitans 
today is through fidelity to the project of enhancing our transnational, democratic 
governance capacity. The two topics have between them a rather different 
significance in the construction of the standard view. The former topic needs to 
be discussed above all in order to remove the emotional and moral obstacles that 
stand in the way of an unprejudiced analysis of the European Union and its crisis. 
The moral urgency with which people often hold on to the standard view and its 
tilted perspective on the European Union can only be properly understood and 
successfully deconstructed if the peace issue is addressed. The latter topic allows 
us to move pretty directly from straightforward analytical criticism to a discussion 
of how we can begin to re-imagine and reconstruct cosmopolitan political idealism 
in ways fitting for the contingent factual conditions of our times.

5.2. Is the European Union a peace project?

The positive idea of the European Union that is part of the standard view described 
in section one is not only nurtured from the source I described there: that is, from 
the ambition to respond to the “globalisation of the market” with a “globalisation 
of (democratic) politics.” Its second source is the idea that the European Union 
promotes peace. This is a powerful idea. It has been used to delegitimise all criticism 
and its widespread support has made it difficult to create a space where a down-
to-earth, critical analysis of the European Union could make itself heard. Hence, as 
long as we fail to do justice to this part of EU-idealism we will also fail to do justice 
to the depth of its roots and the breadth and complexity of its consequences. Only 
if we can uproot the irrational parts of the idealistic attachment to the European 
Union fully can we truly hope to convince members of the cosmopolitan family of 



Dictatorship of Failure

272

the grim reality that the European Union that they have invested their hope in and 
whose growth they have made possible is not worth their allegiance.43 

The basic story we have of the European Union as a peace project is the following: 
when the founding fathers of the post-war project for European integration, with 
Jean Monnet and Robert Schumann as the most visible figures, came out from 
the shadows of the second world war they were convinced, through shattering 
experience, that the citizens of modern European nation states are not to be trusted 
in matters or war and peace. Their desire was peace and they had a vision of 
achieving it through a gradual process of deepening economic cooperation between 
the core countries of Western continental Europe. The rational core of their vision 
was the argument from modern political philosophy that functional integration, 
and more specifically economic exchange that leads to interdependence in the 
satisfaction of needs and pursuit of interests, fosters peace between nations by 
making the costs of going to war very high. Once functional inter-dependence has 
been created through economic cooperation, political integration that fosters post-
national sentiments and a culture of peace will also become possible. This, we 
have been told, was the vision of the founding fathers.

It is very difficult to assess the validity of this story.44 For present purposes no 
assessment is, however, required. The debate can proceed effectively if we grant 
the EU everything as far as the relations between the countries that matter most 
– France and Germany, in particular – in the story go. Let us therefore generously 
assume that the European integration that we have seen has given us 60 years of 

43 For people who are old enough to have experienced the second world war the idea that “more 
Europe” is good for peace has probably been the primary motivational source for their “European 
idealism.” It seems to me, that younger cosmopolitans are often less deeply moved by the idea that 
European integration brings peace. It even often seems to me that what is for the generation of 
Habermas and Derrida a deeply genuine need is for many younger intellectuals and activists shallow 
and corrupt identity politics (shallow, because not founded in formative experience and a serious 
intellectual effort. Corrupt, because nourished more by opportunistic ambition, lazy compliance with 
group pressure and a desire to belong to a fictitious avant-garde than by independent study and self-
searching). I recognise the corruption more from my own activist life than from anything I have read. 
Already for me, but even more so, it seems to me, for people ten or more years younger than me, 
it has been a source of self-esteem that we have portrayed ourselves (to ourselves and to others) 
as people who have grown beyond patriotism and nationalism and who are therefore better people 
than the nationalists of old and present times. The older generations look upon us with sympathy: 
they see in us people who live their dream of post-national political identities, and who will not lend 
themselves to the belligerent politics of national self-interest. I sometimes think that we do not 
deserve the sympathy of the older generation: I wonder whether the will to peace really goes deep 
in us? And I look with suspicion upon the revival of interest among many good “post-national” leftists 
in notions of politics in which antagonism and conflict are judged to be integral to what politics in 
essence is and in which non-violence is frowned at as a romantic, unpractical and dispensable ideal. 
(There is sometimes a strange air of light-heartedness in how even card-carrying anti-essentialists 
today rely on the essentialist metaphysics of Heidegger and Carl Schmitt as resources in their 
intellectual and political work. I do not want to suggest that we should not touch upon Heidegger 
or Schmitt. But we should handle them with care, as if ideas, including theirs, were, still, explosive. 
To avoid misunderstanding of this point, let me also stress that I think the liberal and Kantian and 
Gandhian and eco-philosophical heritages that I tend to rely on in my thinking about politics, must 
also be handled with care. Ideas are dangerous, like life itself.)

44 I bracket here the question to what extent it is idealistic to accept the idea that European 
integration has been at its core a project for peace and not also driven by other, less admirable 
motives. On this, see, for instance, Durán 2007.
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peace in the heart of Europe. The question we are then free to ask is what can we 
say about the EU as a project for peace now?

We must note first that in political philosophy there are two great visions, not only 
one vision, for the construction of peace in modern times. Besides the functional 
argument that lies at the core of the original plan for European integration we 
have the argument from democracy. This second argument proposes that if the 
same people who carry the burden of war have the power to decide about war the 
likelihood of war will decrease. For this reason war between democracies should, 
as Kant thought we could reasonably hope, be unlikely.45 

If we consider both ideas of how to build peace in modern times, the “functional 
idea“ and the “democracy idea“, the idea of the European Union as a peace project 
becomes quite ambivalent.

It is a conspicuous feature of the history of the European Union, that the founding 
fathers who conceived of it as a functionalist peace project were suspicious of its 
citizens. To them, who had just come out of the war, their project for peace was 
coloured through-and-through by anthropological pessimism. It was clear, they 
thought, that in order to achieve lasting conditions of interconnection, cooperation 
and unity, European integration would have to proceed behind the backs of the 
citizens. That is why they envisioned what has often been called the “salami” 
strategy of integration pursued in the development of the European Union: knowing 
that the deep integration that the founding fathers wanted would be rejected by the 
citizens if it was presented to them as one huge package, they decided to sell the 
package to them little by little. This strategy has been skilfully pursued over many 
years and the result, so far, is the European Union of today. 

It is clear, then, that when the EU today suffers from a “democracy deficit” this is 
no coincidental feature. Since the inception of post-war integration the democracy 
deficit has been purposefully and carefully created and protected in order to achieve 
the higher goals of an ordoliberal or market fundamentalist regime (as discussed 
above) and of peace (as discussed here). When we see this clearly we can also 
see, better than before, why cosmopolitans who subscribe to the standard view 
(as defined in section 1) above have tended to neglect an analysis of the state 
of democracy in the European Union. The topic has not only been overlooked 
because of some vision of a future good that we want and will take care of later (i.e. 
the good of transnational political governance), but also because of the notion that 
democracy itself is a problem, perhaps even a threat, to another good that we want 
and need to care for now, that is, the overriding good of peace.

When we put matters this way the following becomes evident: The idea that we 
can use the salami strategy of integration for constructing peace is well-founded 
only as long as we assume that the connection between democracy and peace 
is not vital. This assumption is problematic. In Kant’s analysis, the democratic 
and functional arguments are interdependent: Kant claimed that republicanism 

45 Kant 1977 and 1996.
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is a prerequisite for economic success. As Kant also thought that economic 
success is the most important condition for military might his vision was one in 
which democracies would not only achieve peace between themselves but they 
would also win wars against states that are not democracies.46 From this same 
perspective one can argue that a project that promotes economic interdependence 
but does not also promote democracy is self-defeating both as a project for welfare 
and as a project for peace.

We learn from these considerations the following: The idea, that the vision for 
the European Union from the 1950s and the current reality that this vision has 
inspired can bring peace, can be maintained only on the double condition that 
we give up the idea that democracy is not needed for peace and we accept the 
idea that functionally integrated societies can remain economically successful and 
harmonious internally and will not be belligerent externally. Both conditions seem to 
me highly unlikely in principle and especially so if we consider the political realities 
of our times. I will explain only my reasons for scepticism about the second part of 
the second condition, that is, the idea that a functionally integrated European Union 
will be peaceful in its external relations.

If we ask what the greatest threats to peace are in our times the shortage of 
economically crucial raw materials and natural resources, especially metals, energy, 
fertile land and water, is a major candidate. There is a tension today between two 
different kinds of interests that the large political powers of the world attend to. They 
share an interest in maintaining peace between them in order to safeguard current 
trade and capital flows on which all are dependent for their economic stability and 
prosperity. But they may also have an interest in going to war in order to secure 
their access to scarce resources. The less the current international economic 
regime delivers growth the more the balance between these diverging logics may 
tip in favour of the latter.

The dynamics of the balance between the pros and cons of the present 
“functional world peace” will be different for different actors depending on their 
relative strengths and weaknesses. The European Union is relatively well-placed 
with respect to land and water, but it is relatively short of energy and many metals. 
Hence, whether or not the recent wars in the Middle East and Africa (the wars 
in Iraq and Libya especially) have been ”oil wars”, it is clear that access to raw 
materials and energy poses a real challenge to the long-term economic interests 
of the European Union. 

In this context the obligation (anomalous for any constitution) given by the Lisbon 
Treaty to the member states of the European Union to ”progressively improve their 
military capabilities” and the fact that the same treaty gives the EU-countries a 
mandate to decide go to war (to enact ”peace-keeping, conflict prevention and 

46 Kant 1977. I allow myself the conflation of Kant’s notion of republicanism with my broad 
conception of democracy.
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strengthening international security”) anywhere on the planet without a UN mandate 
(“in accordance with the principles of the United Nations Charter”) seem ominous.47

We should also notice the relevance of the more fundamental questions of 
political philosophy for any comprehensive assessment of the notion that the EU 
is a project for peace. Kant’s belief in progress relies on a very specific theory 
of the internal cohesion between providence, hope and reason in history. Kant 
argued that through the force of a law that is backed by complex institutions and 
the division of labour, reason can exert a civilising influence on politics. But, if 
we are less convinced than Kant was about the compatibility of large institutions 
with real democracy, the Kantian idea that cosmopolitan law and institutions can 
secure peace will seem like a gamble. The great danger with the Kantian paradigm 
from this perspective is that it gives us no space for debate about a possible need 
to limit societal complexity or the potential for mass destruction. The idea that 
cosmopolitans should not only focus on the building of eternal peace but would 
also do wisely to put limits on the means at our disposal if and when peace cannot 
be sustained is, it seems to me, of obvious importance in the light of developments 
in science and technology since Kant. In the Kantian paradigm, it is difficult to 
assign such concern a proper place but it does not follow that the concern can 
easily be dismissed (I will come back to this topic).

When we wish to assess whether a functionally integrated European Union is 
likely to be a force for peace in its external relations we also need to look critically 
at, at least, one further aspect. We need to ask how authentically it is a post-
national project in the sense assumed here, namely, as a project that establishes 
a polity that, because of its new quality of social integration, carries the promise of 
overcoming nationalism of the kind that in the Westphalian era was often mobilised 
for war.

In this context we must turn again to the constitutional process of the European 
Union in the first decade of the new century. Interestingly, the various drafts of the 
Preamble to the proposed constitution of 2003 were wrapped in a high rhetoric 
of praise for the fine values and unique achievements of “Europe”. As already 
mentioned, the drafts also gave a prominent role to the constitutional introduction 
of common, Union-wide symbols and even a Europe day. Later the rhetorical 
elements were deleted. But whether they were deleted on paper only, or will be 
scrapped in practice too, remains to be seen. So far the record is not promising. 
The EU flag flies high, school curricula across the Union have been reformed to 
accord with a new pan-European historical narrative, EU-day is celebrated across 
the subcontinent and, in recent years, we have even seen that willing young men 
and women have been recruited to military campaigns under EU-command. In 
short, it seems that in the European Union we see efforts to construct a new post-
national “imagined community” (Anderson) that is in form, style, emotional effect 

47 Treaty on the European Union, section 2, article 42.1. and 42.3. 
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and political practice modelled on the old imagined communities of the European 
nations. 

Moreover, not only the symbolic practices, but also the substantial provisions 
of the failed constitutional treaty, that fit a new post-national, but still belligerent, 
collective aspiration are also still in place in the Lisbon Treaty. There is the 
reference to “European interests” in article 2. There is a military solidarity clause, 
a clause on close cooperation with NATO and, as we saw already, an ambiguous 
formulation regarding respect for the UN charter combined with a preservation 
of the right to engage in peace-keeping with military means even without a UN 
mandate. In sum, what we see does not look much like a peace project. It looks 
more like a preparation for new imperial wars. The Lisbon Treaty clears the way for 
the Union to develop into a new military alliance formed by the old colonial masters 
on the premise that their combined military might should, at the end of the day, be 
unfettered by the limits set by the current international legal order.

Now, it may be contended that one consequence of the euro-crisis is that 
the construction of the European Union as an imagined community capable of 
collective patriotism on the lines of the nation-states of old, is failing. But for those 
who have invested hope in the European Union as a project for peace the kind 
of erosion of a common European patriotism that we witness today is hardly a 
promising development: What we see is not, I believe, unfortunately, the rise of 
a new European identity that goes beyond the “euro-nationalism” of the failed 
constitution of 2003, to a more universal sense of collective responsibility. What 
we see today, bears more, it seems to me, the semblance of a return to regressive, 
nationalist pasts.48 

For all the reasons given here, it appears to me that it probably was never right 
to think of the European Union as a promising project for peace. It is even more 
clear that even if we grant the European integration project a role as a promoter 
of peace and stability in Western Europe from the 1950s up to the late 1980s 
there is little reason to say that the deepening of European integration of the past 
twenty years has contributed to peace. All in all, I suggest that it is high time for 
cosmopolitans to give up seductive idea that if we want to stand for peace we ought 
to be loyal to this European Union. 

5.3. Transnational governance and the European Union

The fundamental element of the standard view described in section one is the 
conviction that nation states as we knew them in the 20th century are not up to the 
task of putting the checks and limits that we need on the globalised market forces 

48 Worrying evidence does not come solely from the growing support for the fascist party in Greece, 
The Golden Dawn, or from the totalitarian policies of the ruling parties in Hungary, or, even, from the 
rise of parties from the populist right in other countries. Worrying is also the lack of readiness in the 
less afflicted countries of the north of Europe to stand in solidarity with the peoples of the southern 
EU countries, who are suffering the most from the current crisis.
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of our times. Even if the argument about peace is given up, this conviction remains 
in force. Must we not now, finally, consider its truth? Is it not true, whether we like 
or not, that further economic integration is unstoppable, that political integration 
must (therefore) try to keep pace and that (therefore), even after all our criticism, 
we still need this European Union!? Is the EU not, despite all its weaknesses, our 
only hope, or at least our best hope, unless we want to succumb completely to the 
wild forces of the markets?

I want to repeat, first, that I share the dream that a democratised European 
Union could be brought to serve cosmopolitan ambitions. But I am critical of the 
idea that this dream is the only relevant alternative for cosmopolitans. There are 
three reasons for this. One is realism. For reasons already given that I will not 
expand upon, the idea of a democratic Europe that works as a counterforce to 
global market forces is becoming an ever more distant dream. The second reason 
is closely connected to the first and draws a lesson for political strategy from it: only 
if cosmopolitans get together and make their allegiance to the present European 
Union conditional on democratic and social reform with tight timelines will real, 
necessary change become possible. Thirdly, and more fundamentally, if we wish 
to retain a fair degree of freedom in our political theory and practice I think it is 
essential that we address critically the assumptions that have made the standard 
view so attractive to us in the first place. Below I will discuss only the third of these 
reasons. 

To explain myself I will take the following steps. First I will say a few words about 
the idea that this European Union is our best hope. I will move from this practical 
question of rather short-term tactics to the more fundamental question of whether 
the European Union or its functional equivalents is our only alternative. We will 
quickly see that this is not the case, but also that the “decoupling“ or “localisation” 
alternative that I think we must consider is quite problematic too. The fundamental 
idea here is that we do not seek control over (market) forces, which are now 
beyond our reach. Instead we seek to make eliminate the power of these forces 
by overcoming our dependence on them. Serious discussion of what localisation 
politics at best should involve, and how it could be advanced responsibly and 
realistically, is not possible within the limits of this essay. Instead, I turn to another, 
more manageable and more pressing issue: We all know that there is truth in the 
routine criticism that localisation, as a political strategy, can easily be utopian in 
an irresponsible way. But supporters of the standard view all too often neglect the 
fact that the “only” alternative to the standard view is also utopian, and possibly 
even more thoughtlessly and irresponsibly so than the localisation strategy. In the 
following discussion I will identify topics and main lines of this argument. The aim is 
to show that they are worth of serious consideration, at least in view of the gloomy 
perspectives that we otherwise need to face.
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(i) The European Union: Our best hope?

People might say, “All right then: This European Union is far from ideal. But in 
a global perspective what do we have on offer? There is the United States of 
America. There are the BRICS with China and India as potential world powers. 
In this comparison, surely the European Union is by far the best hope, if we want 
to curb the power of finance capital and TNCs.”49 This stance is unrealistic in two 
ways.

First, we do not have good reasons to expect the European Union to be a more 
benign force in world politics in the long run than the alternatives. There are three 
issues we need to consider to make this clear. One is military power. The United 
States of America is presently the only military super-power and, of course, the 
European Union does not share its bellicose track record. But in recent global 
history the role of the European Union has, I would maintain, been more to provide 
political and economic support to military campaigns led by the USA than to work 
for a different and more peaceful international order.50 We must also recall that the 
European Union does not entertain a vision of itself as challenging the hegemony 
of the USA by constructing a new benign post-military source of global power. 
On the contrary, we have seen that in this respect the future vision of Europe that 
we find in the Lisbon Treaty is quite traditional. The second dimension of analysis 
of the quality of power exercised by the European Union in world politics is “soft 
power”, that is, policies, goals and track record with respect to multilateralism and 
the rule of law, human rights, climate, trade, etc. In this dimension there is, despite 
the highly questionable role of the European Union in world trade politics and my 
serious misgivings over the question of trade, some real evidence of the merits of 

49 Immanuel Wallerstein is one among many who has expressed this view. My impression from 
personal conversations and from the reading of various contributions over the years by Wallerstein 
and other proponents of this “realistic” argument, is that it is to some extent rooted in a preoccupation 
with the incurable vileness of Washington. For many political theorists in North America this 
experience dominates the motivational horizon in a way that I think can be compared with the 
tendency of many German political theorists to let their political analysis be guided by the felt need 
to overcome the catastrophic legacy of German nationalism. In both cases, I find the motives most 
appropriate. But they may also sometimes be a cause of imbalance in our judgements. 

50 I recognise the scope for debate of this point e.g. in view of the differences in the positions taken 
recently by the European Union and Washington over Israeli occupation of Palestine territory. See, 
for example,  <www.eccpalestine.org/wp-content/uploads/2013/07/COM-Notice-guidelines-on-IL-
and-EU-funding-instruments-compact.pdf> (accessed 31st July 2013).

www.eccpalestine.org/wp-content/uploads/2013/07/COM-Notice-guidelines-on-IL-and-EU-funding-instruments-compact.pdf
www.eccpalestine.org/wp-content/uploads/2013/07/COM-Notice-guidelines-on-IL-and-EU-funding-instruments-compact.pdf
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the European Union as compared with other powerful countries and blocs.51 The 
third issue is future prospects. If we assume that there is a positive relationship 
between democracy and cosmopolitan ambitions, this is where there is seriously 
bad news. We have seen that the European Union has developed more and more 
in the direction of post-democratic governance. Its democratic structure (and, 
arguably, also its practices) already compare unfavourably with those of the USA 
and many other large countries. There is no evidence that speak in favour of an 
upcoming turn to the better. I suggest that the time is now ripe for us to give up the 
idea that, because of earlier democratic achievements in Europe, we have the right 
to invest hope in the European Union today, no matter what the quality of its current 
institutions is and whether we even have bothered to analyse it.52

The second problem area for the idea that the current European Union is our 
best hope for cosmopolitan politics comes into view if we look critically at some 
presuppositions that often inform diagnosis of current challenges to politics with 
cosmopolitan aims. Fundamental here is the notion that the need to respond 
to the growth of transnational markets and corporate power is the issue that a 
cosmopolitan world political strategy needs most urgently to address. 

This focus is inadequate to the current situation in various respects. It invites 
us to ignore several deep changes that take place before our eyes in the relations 
between market-forces, corporations, citizens and political institutions, and also the 
qualitative changes in political power that these changes bring with them. Some 
aspects of the emerging constellation of postdemocratic, authoritarian capitalism 
that will not come into view as long as the centre of our attention is the idea that 
we need “politics” to domesticate the markets and corporations are the following: 

51 A substantial assessment would require consideration of a whole body of technical detail. It 
is not possible to go into any of this here. My general sense of where we stand is the following: 
In climate politics the European Union favours multilateral agreements more than other powerful 
entities. However, as long as the policies that the EU promotes remain market-driven in the way 
that presently dominates its agenda the advantage of this for ecological stability and justice seems 
to me to be small. (For critical analysis of the approach that still dominates the toolbox that the EU 
brings to the climate negotiations, see the pioneering study by Larry Lohmann (2006). In trade 
politics the European Union has stood for many years as an aggressive champion of selfish interest 
with human rights commitments in a hypocritical role. But in this field, too, there are some good 
things to be said about the record of the EU as compared with that of the US, for example, in the 
fields of consumer safety, checks on market-driven development of GMOs and commercialisation 
of culture. (For some critical analysis see the resources provided during many years by the Third 
World Network, www.twnside.org.sg, and the South Centre, www.southcentre.org) But it is in its 
commitment to multilateralism as the backbone of the global governance regime that the EU stands 
out most in comparison with the US. See, however, the discussion that follows.

52 Richard Rorty once wrote that the European Union “just as it stands, even prior to the adoption 
of a constitution –is already the realization of what the Realpolitiker thought was an idle fantasy”. 
(Rorty 2005, 38). Habermas later praised the contribution by Rorty to the Süddeutsche Zeitung as 
the “politically and intellectually sharpest” of the contributions to the debate to which he had invited 
intellectual colleagues on 31st May 2003. (Habermas 2004, 89.) In a similar vein, Habermas once 
argued that even though a UN mandate was blocked in the Security Council, the bombing of Serbia 
in 1999 earned some legitimacy from the alleged fact that the 19 countries that supported the 
miltary campaign are “without doubt democratic”. (Habermas 1999, my translation). Of course the 
European Union is not one of the countries Habermas refers to here. I quote his statement because 
I see the use of the words “without doubt” (the original German word is “zweifellos”) as symptomatic 
of a tendency Rorty and Habermas share with many others, to speak sometimes of the leading 
Western political entities, and especially of the European Union, from a perspective of hope that is 
not always anchored in reality.
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First, the changing nature of socialisation and conditions for citizenship in times of 
(a) mass-migration between continents of the poor and inter-continental mobility 
of the elites; (b) globalised consumer culture and (c) the rise to prominence of 
mass-communication over the web. On the last of these points we have seen 
some growth in public attention to the seamless cooperation between the Big Four 
global corporations (Microsoft, Google, Apple and Facebook) and the “Big Brother” 
of state surveillance.53 But the issues involved are many and complex, and real 
developments are running far ahead of any critical assessment of their effects. 
We simply know very little about important matters, such as the extent and effects 
(e.g. on social identity formation and solidarities) of the globally individualised 
marketing made possible by the accumulation of gigantic amounts of data by 
private companies. Second, the enormous growth of juridical and technical detail 
and institutional complexity in market regulation at the post-national level: a change 
that has made the notion of free markets an oxymoron and that has, it seems 
to me, created a new level of dependence for corporations, political institutions 
as well as citizens on the services of administrative and juridical experts moving 
swiftly back and forth between public and private service.54 Third, (possibly as a 
consequence of the first and second item on the list, or possibly, as a cause of 
them?) “depoliticisation” in Europe, that is, the shrinking voluntary, non-careerist 
participation of citizens in social movements, trade unions and parties, and the 
consequent changes in structures of democratic accountability.

The three items are by no means intended as an exhaustive list of the new 
challenges facing cosmopolitan politics. They are put forward as examples of 
issues cosmopolitans need to deal with, if we wish to have success in the more 
visible task of domesticating transnational capital. Depoliticisation is perhaps the 
clearest case. Democratic politics can only be saved if participation, citizenship 
and the very idea that the quest for political freedom (collective self-determination) 
is a part of human dignity can be brought to life in our age. If we take electoral 
participation as our measure the experience so far is that the already depoliticised 
populations of European nation states are even more difficult to mobilise for active 

53 The stir around the information leaks by Manning and Snowden is however, above all, belated. 
It has been public knowledge since 1988, when Duncan Campbell published his first stories on 
the matter, that the NSA and other intelligence agencies have very comprehensive schemes for 
communications intelligence. “Key findings concerning the state of the art in Communications 
Intelligence include:* Comprehensive systems exist to access, intercept and process every 
important modern form of communications, with few exceptions * Recent diplomatic initiatives by the 
United States government seeking European agreement to the “key escrow” system of cryptography 
masked intelligence collection requirements, and formed part of a long -term program which has 
undermined and continues to undermine the communications privacy of non-US nationals, including 
European governments, companies and citizens* There is wide-ranging evidence indicating that 
major governments are routinely utilising communications intelligence to provide commercial 
advantage to companies and trade.” Quoted from the summary page of <www.duncancampbell.
org/menu/surveillance/echelon/IC2000_Report%20.pdf>. See also <www.duncancampbell.org/
content/echelon> and the report to the European Parliament in 2001: <www.europarl.europa.eu/
sides/getDoc.do?pubRef=-//EP//NONSGML+REPORT+A5-2001-0264+0+DOC+PDF+V0//DA>. 

54 With a focus on the European level, this “revolving door” phenomenon and its consequences 
have been documented in a series of studies by Corporate Europe Observatory. See, for example, 
Eberhardt & Olivet 2012, with contributions from Tyler Amos & Nick Buxton. 

www.duncancampbell.org/menu/surveillance/echelon/IC2000_Report%20.pdf
www.duncancampbell.org/menu/surveillance/echelon/IC2000_Report%20.pdf
www.duncancampbell.org/content/echelon
www.duncancampbell.org/content/echelon
www.europarl.europa.eu/sides/getDoc.do?pubRef=-//EP//NONSGML+REPORT+A5-2001-0264+0+DOC+PDF+V0//DA
www.europarl.europa.eu/sides/getDoc.do?pubRef=-//EP//NONSGML+REPORT+A5-2001-0264+0+DOC+PDF+V0//DA
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citizenship at the level of the European Union than at the national or local level. The 
idea that the democracy deficit in the European Union can be fixed just by giving 
more power to the European Parliament is therefore only a delusion as long as the 
European elections do not change character deeply. The question of participation 
is the single most important factor.55 But also the quality of the deliberative process 
in the run-up to the elections is important and quite problematic today, when voting 
behaviour in European elections is often determined on the basis of narrowly 
national perspectives. I conclude from these considerations that we have some 
reason to say that the European Union is indeed our best bet when we seek to 
promote cosmopolitan transnational governance. But if we have nothing better to 
build our dreams for a better future on our prospects for success are bleak indeed.56

(ii) The European Union: Our only hope?

At this point we can, finally, and now without unnecessary romanticism, bring to the 
fore the question of whether Nancy Fraser and others who support the standard 
view are – all things considered – nevertheless right when they suggest that the 
construction of transnational institutions for political governance is the only way if 
we want to tame transnational corporations and that therefore the European Union 
deserves our allegiance. There are two questions here. One question is, if the 
European Union disintegrates, does it follow that “Europe” will no longer be able to 
play a positive role in building transnational governance capacity?

The answer is obviously no: It is easy to imagine other institutional futures 
for regional cooperation in Europe that may carry more and better hopes than 
the current European Union does. Naturally, I share the worry that the more the 
disintegration of the present EU happens through the rise of regressive nationalism 
and a collapse of democracy and cosmopolitan ambition, the greater may be the 
difficulty, at least in the short term, to build something better in its place. However, 
I find it difficult to see why it would follow from this consideration that the loyalty to 
the Union that we de facto have is our only responsible option in political life. I would 

55 The turn-out rates in elections for the European Parliament are generally extremely low, with an 
average last time of only around 40 %. See <pxweb2.stat.fi/Database/Eurostat/vaa/vaa_fi.asp>.

56  In fact, even after the issues I will raise below have been addressed, the best argument 
there isfor investing hope and political energy in the current European Union is the following: “The 
question whether there are any important differences in the democratic quality of the power that 
the major powers in world politics hold is sentimental and unimportant. What the weaker players 
always need is not lofty democratic idealism but a world politics with multiple players. The interests 
of different players will differ and they can then be played out against each other, to the benefit of 
all small countries especially in the global south.” This kind of simple “Hobbesian” argument merits 
serious attention. Nevertheless, it lies beyond the scope of the present essay for the following 
reason: If this is the perspective from which we assess the role of the European Union in world 
politics we are far removed from the optimism about the relevance of normative arguments in real 
politics and from the utopian aspiration that informs the cosmopolitan standard view. In the present 
essay, I confine myself to discussion in which normative ideals, other than survival and self-interest, 
are taken seriously as motivating factors and standards of success in politics.

pxweb2.stat.fi/Database/Eurostat/vaa/vaa_fi.asp
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rather say that as the risk of regressive collapse grows it becomes increasingly 
urgent for us not to accept loyalty to an ever less legitimate European Union as 
the only alternative for “European” cosmopolitan idealists. A two-prong strategy is 
more attractive. Radical democratisation of the European Union is one prong,57 and 
the other is to gradually work out ideas, programmes and political coalitions that 
look forward to the disintegration of the present European Union and the building 
of a new Europe on cosmopolitan premises. Unless this work is conducted it will 
be even more difficult than otherwise to maintain space for cosmopolitan political 
alternatives after a collapse of the current European Union, if it happens. More 
importantly, I think the rise of authoritarian capitalism can only be countered if 
cosmopolitans refuse the blackmail that our only alternative is this European Union.

The refusal will seem unrealistic and unattractive as long as we fail to ask the 
basic question: Is it true, as presumed in the standard view, that no matter what 
we think about the current state of and future prospects for the European Union 
and about our other pressing political challenges, such as the need to counter 
depoliticisation, that we need post-national political governance of some kind? The 
answer is less obvious than cosmopolitans sometimes think.58

Strategies for post-national governance can have two forms. They can bet on 
the large scale and seek ways forward through enhanced transnational governance 
capacity, with or without the nation states of old in a leading role. We can call 
this the transnationalisation strategy or the move up strategy for post-national 
governance.59 They can also bet on the small scale and seek remedies through the 
dissolution of dependence on transnational markets and corporations. This I will call 
the localisation strategy, or the scale-down strategy, for post-national governance.60 
National protectionism and the socialisation of banks, energy and services may 
be useful intermediate steps the scale-down strategy. It is often perceived as a 
“green” project, rooted intellectually in eco-philosophy and politically linked to the 
Degrowth movement and ecological pessimism. This picture is seriously flawed. 
The real heart of a localisation strategy for post-national governance is the search 

57 See footnote 5 above.

58 Often people who accept the standard view endorse prejudiced views of the nation-states as 
patriotic, exclusive, culturally monolithic, selfish and incapable of learning. But the history of the 
modern nation states is a multiple affair. We have Albania and North Korea, but also many countries 
in which collective learning processes have taken place that cosmopolitans may welcome. It is 
simply not clear that internationally cooperating nations will be less capable than new regional 
entities to take on the pressing challenges of globalised markets, climate change, inter-continental 
migration. For present purposes we may assume, however, that the prospects for successful global 
governance for our times by nation-states are no better than the prospects for success with the help 
of the European Union. If these two are our only alternatives the future looks bleak.

59  See, for example, Held 1995; 2004. Patomäki & Teivainen together with Rönkkö 2002. See also 
Habermas’s blueprint for a cosmopolitan world order: Habermas 2006. 

60 The unrivalled classic in the field is still, Gandhi 1936 (first published in South Africa, in the 
Indian Opinion, in 1908/1909.) See also, for example, Hines 2000, and Pasanen & Ulvila 2009. 
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for self-determination and radical democracy and the promotion of local political 
autonomy and economic self-reliance are means to these ends.61 

As a preview to our discussion of transnationalisation and localisation strategies 
for a post-national world order let us note this: The taming of Transnational 
Corporations and “Too Big To Fails” (TBTFs) and the construction of political 
institutions of high democratic quality is a tough and, perhaps, an impossible 
task within the framework of the transnationalisation strategy. At least the 
empirical record is not encouraging. It therefore seems utopian also to expect that 
transnationalisation will help to solve global ecological problems, at least if minimal 
social standards are also aimed at (see however, our notes on technology below). 
But, if locally self-reliant communities with cosmopolitan aims can be achieved, 
transnational corporations and TBTFs will be no problem at all. They will all simply 
be out of business as no one needs their products or services. Similarly, in a scale-
down framework the governance of global markets will also be simple. The scale 
of exchange between self-reliant communities would be so small as to make most 
formal governance obsolete. The scale of environmental degradation and risk 
is also likely to reduce when local control over technologies and economies is 
achieved. If we ask whether localisation would foster exclusionary chauvinism the 
answer is also clear: there is little reason to expect local communities that are the 
product of democratic, cosmopolitan aspiration to do worse in serving inclusion 
as compared with nation states or the present European Union. All this is simple 
enough.

The critical question for those who want to advance localisation as the main 
strategy towards post-national world politics is, however, also obvious. Is the 
strategy realistic?

I will not respond to this question directly. I have two reasons for not doing 
so. First, putting this question early and abstractly is, it seems to me, often an 
expression of lazy middle-class fear of the obvious consequence: If we pursue 
the localisation strategy it may mean the end of the consumerist life-style. While it 
may be true that it is difficult to galvanise the support of the consuming classes for 
such a shift in ambition it may be sobering for our political imagination to consider 
this observation in the light of two further ones. One is that in the name of realism 
we need to admit that the consumerist life-style as a life-style available to the 
many may be coming to its end rather soon, whether people choose the ending 
voluntarily or not.62 The other is that, in the name of a free cultural imagination, we 
should consider the possibility that the end of consumerist life can be the beginning 
of the emancipation of a significant proportion of humanity from the opaque and 

61 For some arguments, see Wallgren 2012. 

62 For one recent assessment of the long-term viability on a global scale of the present-day 
“American”, consumerist form of life see Barnosky 2012. For recent discussion of the feasability and 
promise of liberation inherent in the scale-down strategy, see, for example, the materials presented 
at the third international conference on degrowth, available at <www.venezia2012.it> (accessed 4th 
Dec, 2012).

www.venezia2012.it
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problematic role it, the well-offs of our time, plays in anonymous exploitation and 
exclusionary practices (Johan Galtung’s coining of the term “structural violence” was 
an early effort to conceptualise the kind of problem and promise of emancipation 
that I point to here).63 

The second, more pressing and immediate reason for not discussing the 
““realistic” prospects for success through the localisation strategy here is that 
such a discussion would preclude attention to another, more urgent question. The 
question we need to ask before we ask whether the localisation strategy is realistic 
is whether the transnationalisation strategy is realistic. In this case, too, the answers 
we need cannot be given in the abstract. I turn, therefore, to a discussion of four 
topics that we must consider in this respect. The topics are huge and the discussion 
will be short. Nevertheless, what follows suffices, it seems to me, to establish that 
it is not at all clear that the transnationalisation strategy for a cosmopolitan post-
national politics holds a more realistic, and in this sense better, promise for our 
present predicament than does the localisation strategy.

5.4. Transnational postnationalism: The only alternative or a false utopia?

We have seen above that it is not easy for cosmopolitans to invest their hopes 
and political energy in the European Union. We have also seen that if we want 
to respond to the needs of our times by enhancing the capacity for transnational 
governance – or if we think (courageously?) that it is a question of duty to do so 
(because integration is unstoppable?) – the European Union may, unfortunately, 
nevertheless be our best bet.

Now, if our best hope is no better than this, maybe it is high time for us to turn 
the axis of our political analysis around and inquire critically into the premises that 
underwrite the standard view. I will consider four such premises. Each of them 
works as a mostly unacknowledged foundation for the preconception shared by 
many cosmopolitans that the transnational strategy for post-nationalism is a more 
promising and, above all, a more natural, political strategy for cosmopolitans than 
localisation.

i) The myth of replicable success

There is the myth of easily attainable success, which has many supporters among 
cosmopolitans. According to this myth, we basically already know what we need 
to do. In the past we, the happy citizens of the democratic welfare states, tamed 
capitalism at the national level. Our task in the 21st century is to repeat the miracle 

63 Galtung 1969.



Wallgren

285

of the 20th century, only on a grander scale. The myth lends itself to political slogans 
such as “global problems require global solutions.” Here are some objections.

a) The myth builds on a false understanding of the history of the welfare state. 
Its material condition of success was always the exploitation of the South and 
the externalisation of ecological costs. Hence, the global realisation of the welfare 
state is only possible if all people can join it without transgressing ecological limits.

Is this objection to the replicable success -idea valid? The issue is complex. 
Theoretically there are no objective limits to growth. We can always hope that with 
new breakthroughs in science and technology and improved governance we can 
take care of biodiversity, ecological long-term stability and material abundance for 
all. The search for paths to sustainable development and green growth epitomise 
efforts to make this theory work. Unfortunately these efforts have so far not been 
crowned with success. Whatever hopeful theory tells us, the negative relation 
between economic growth and environmental degradation has so far not been 
broken anywhere. If empirical evidence matters the suspicion grows that all talk of 
sustainable growth is just an expression of wishful thinking and false opportunism. 
The point is not that we know that the ‘limits to growth’ thesis is basically true. The 
point is that in the light of our experience so far it seems that the risks and the 
uncertainties that we take responsibility for if and when we seek to tame capitalism 
through the construction of a global welfare state modelled on the experience of, 
for example, the Nordic countries in the previous century are truly enormous and 
grow by the day.64 It seems, therefore, that prudence requires that we give up the 
dream of sustainable growth globally. This we may call the “ecological argument” 
against the myth of replicable success. 

b) The political condition for the welfare state compromise of the 20th century 
was, it seems to me, the struggle of mass-based social movements, especially the 
workers’ and the feminist movements, success in unionising and success in the 
political mobilisation and organisation of the left parties. In none of these respects 
are we anywhere near developing transnational or global political tools that would 
in their relative strength be appropriate to our task. Hence the political conditions 
for a repetition at the transnational level of the national welfare state compromises 
of the past century seem like a distant dream only. This we may call the “political 
condition argument against the myth of replicable success.

It might be said that the difficulties I point to only give us more reason than 
before to roll up our sleeves and to work even harder to make our transnational 
political response more effective than before. I repeat my question: Is this reaction 
not premature unless we have first considered the possibility that the unthinking 
commitment to the transnationalisation strategy from which such a response almost 
mechanically flows is irresponsibly utopian and dooms us to an ever deepening 
complicity in planetary destruction?

64 For some arguments, see my “Some Remarks on the Brundtland Report” - Lokayan Bulletin 
(Delhi, India) 2/90, pp. 21–33.
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ii) The conceit of expansivism 

A basic presupposition of the standard cosmopolitan vision is its inadvertent 
optimism about the compatibility of large-scale political organisation with solidarity 
and democracy. Even among those who consider public debate and deliberation to 
be central to democracy and who acknowledge the practical difficulty of realising 
post-national deliberative democracies, more effort usually goes into envisaging 
solutions, no matter how unrealistic they are today, and into tracing weak signals 
of progress than to critical study of past experience or sober reflections on the 
weaknesses of the propositions.65 One reason is that, just as in the case of the 
theories of peace, in the context of democratic theory as well, the challenge of 
technology is rarely discussed. I will soon come back to that. A more surprising 
lacuna that informs the optimism of the standard vision is the following: The rational 
engagement of the citizens is a condition for democracy as a practice of freedom. 
The rationality requirement has two dimensions, one is procedural, the other 
substantial. On the procedural side, transnational cosmopolitan strategies need 
to ask how much complexity we can master if we want to regulate and design 
rationally the dialogue between equal citizens and also the relation between the 
citizens, their elected representatives and experts. On the substantial side, the 
critical question we need to ask is how much complexity we can have in relations 
between citizens and also in the interaction between people and the environment 
without placing a burden on the citizens’ time, intellectual capacities and moral 
imagination that no one can carry. 

The deepest problem in this field has to do with the motivational and rational 
conditions for solidarity in abstract and indirect relations. It is easy enough to be 
convinced by and sign up to the basic ethical principles of universalism. But there 
seems to be a structural difference between the force of moral motives in relations 
between people who interact closely and the force of the motives that can move 
us to solidarity with the “remote others“. It is of course a central task of politics 
and law in complex societies to create conditions for practices that would allow us 
to realise cosmopolitan ideals despite the motivational gap that in such societies 
makes overview, decency and moral self-understanding difficult. The question is, 
however, how well we think the task can be accomplished.

The links between the challenges to democracy and to solidarity in the 
transnational strategy for cosmopolitanism are intimate. Bridging the motivational 
gap indirectly, through political self-determination, is necessary for global solidarity. 
But understanding is also a requirement and the understanding needs to be 

65 Theorising about post-national and global democracy has probably, together with evolutionary 
social science, been the biggest career-making topic for the generation of social and political 
scientists that is now in power inWestern academia. On my bookshelf, Anthony Giddens, David 
Held and Zygmunt Bauman stick out as some of the influential voices in this successful field. My 
sarcasm about the “tracing of weak signals” is triggered in particular by the opening remarks of the 
joint piece by Derrida and Habermas referred to above. See also, for example, Sen, Anand, Escobar 
& Waterman 2004 and Sehm-Patomäki & Ulvila 2007.
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anchored both in empirical facts and in access to the interpretations by remote 
others, especially by those who are most vulnerable and seriously affected, In order 
to achieve unsentimental understanding and informed practices we would need 
effective communicative procedures with a global reach that grant fair and equal 
access to all in deliberative practices.66 A lot of fine work has been done since the 
first meetings in the 19th century of the socialist internationals and the international 
feminist movement to create institutions and practices for such procedures. A lot 
of sophisticated theoretical work has also been done to provide normative and 
practical orientation for modern politics aiming at globally integrated democratic 
governance. But again, the challenging question that we have pushed aside for 
too long is the one about the balance between what we have aspired to achieve, 
the “global village” or the “weltbürgerliche Zustand” (Kant), and what the historical 
record tells us. And, again, there is the underlying question how long it is right to 
remain loyal to the transnationalist programme for cosmopolitan politics in the face 
of its empirical failures.

The questions are difficult. In this context I cannot help that I find myself thinking 
that Gandhi has something to tell us, something that we may not find easy to place 
in the routines of our debates, and that we may therefore dismiss all too lightly, 
when he writes in November 1908, aboard the Kildonan Castle: 

We have already considered the railways. I should, however, like to add that man is 
so made by nature as to require him to restrict his movements as far as his hands and 
feet will take him. If we did not rush from place to place by means of railways and other 
such maddening conveniences, much of the confusion that arises would be obviated. 
Our difficulties are of our own creation. . . . I am so constructed that I can only serve 
my immediate neighbours, but, in my conceit, I pretend to have discovered that I must 
with my body serve every individual in the Universe. In thus attempting the impossible, 
man is . . . utterly confounded. According to this reasoning, it must be apparent to you 
that railways are a most dangerous institution.67

Gandhi was probably committed as much as anyone to cosmopolitan ideals.68 
Nevertheless, his words may strike us as out of touch with reality, at least with the 

66 My very clear impression from many personal encounters and discussion, for example,. in the 
World Social Forum framework, is that efforts by the super-rich, epitomised most visibly in the 
foundations set up in their names, to use their wealth to promote cosmopolitanism, strike most 
cosmopolitan activists and intellectuals as, at best, sentimental and pathetic, especially when they 
live in the global South.

67 There are many features of this key passage from Gandhi’s early pamphlet, the Hind Swaraj that 
are bound to strike contemporary secular readers as backward and naive. Such reactions should 
not stand in the way of appreciating the urgency of Gandhi’s challenge. I have used the translation 
by Sharma and Tripid in Sharma & Suhrud 2010, here p. 44.

68 At least to its ethical core, the dignity and well-being of all and special concern for the 
dispossessed and underprivileged. For this, see, for example, Gandhi’s “Talisman”, available, for 
example, at p. 609 in Iyer 1987. The Talisman is both problematic and enigmatic. The much needed 
and popular discussion of Gandhi’s political failures and moral limitations should not blind us to his 
achievements and innovations e.g. in synthesising Emersonian perfectionism with political efficacy 
based on mass-mobilisation or in the redefinition of search for truth and salvation as the practice of 
satyagraha.
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reality of our times. Perhaps we say: In Gandhi’s times railways were still new. 
Perhaps life without them would then still have been possible, maybe even a 
realistic path for India of his time? But now, a hundred years later Gandhi’s “luddite” 
ideals are quite impossible. If this is what we think, our dismissal of Gandhi bears, 
of course, the mark of the passing of history. One century that was the future for 
Gandhi and his times is the past for us. Thanks to fantastic ingenuity and effort the 
“railways” (modern technology), and also the “doctors“ and “lawyers” that Gandhi 
made short shrift of in the Hind Swaraj, have been integrated into the web of life of 
all peoples and have changed the face of the planet. That is what we have seen. In 
a material, everyday sense, surely our habits and practices today are much further 
removed from a life without railways than in Gandhi‘s times. Achieving liberation 
from our dependencies through deliberation and choice is a remote possibility, at 
least for more than a few marginal small communities. And therefore it may easily 
appear to us that Gandhi’s criticism of any reliance on technical mediation in efforts 
to realise solidarity beyond the local realm, is for us of historical interest only. Let 
us pause to ask: Is this all we need to say about Gandhi’s criticism of technology 
and institutional complexity?

The question presents a peculiar difficulty for us because it is the converging 
point of one undecided and vocal debate and another debate, also undecided but 
strangely muted.

The vocal debate is the one about progress. When Gandhi wrote the Hind 
Swaraj progressivism was the dominant mood: Most people agreed that the present 
age was a troubled one, but also that the right choices and the right struggles 
could bring us a brighter tomorrow. Today there is disagreement over the present. 
Brutal poverty and oppression remain widespread. Nevertheless, at least among 
the better-offs many would say that we have progressed and that today is really, all 
things considered, the best of times. At the same time optimism about the future 
has become rarer, uncertainty looms large and pessimistic forecasts are common.

The muted debate is the one about freedom in history. A century ago the modern 
notion of politics, according to which people acting together can shape the future in 
the image of their ideals, was still a relatively newly won and hugely inspiring one. 
History was seen as an arena of choice, struggle, freedom and responsibility. Mass-
based social movements throughout the world that drew their energy and sense 
of mission from this conception emerged and history did change. For Gandhi, too, 
this experience and conception of history and of man’s place in it played a large 
role. 

 The same notion that politics is collective, wilful control over future life-
conditions, has made itself felt in the recent Latin American turn to the left and again 
in 2011, in Tahir Square. I have no doubt that this modern idea of emancipatory 
politics is also present daily as a real force in people’s struggles in other less 
symbolic places. My sense is, however, that the wings of the dream of freedom 
have been clipped: as the violence in Syria continues and developments in Egypt 
are bleak, and as Evo Morales struggles to find the right balance between the 
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development demands coming from the peasants and workers who constitute his 
mass-base and the ecological and cultural demands of his smaller indigenous and 
green supporters, the resurgence of modern trust in the possibility of politics typical 
of the early 20th century looks more vulnerable than ever. This takes me to my next 
topic.

iii) Developmentalism

I claimed above that for many cosmopolitans the transnationalist strategy appears 
more natural than the localisation strategy. One explanatory factor is that we live in 
the grips of a particular, modernist view of historical time and of man’s role in it. We 
can call this view developmentalism. Developmentalism can mean many things. 
Here are some aspects of the semantic potential of the concept and its detrimental 
political effects today.

One aspect is the idea that the things that have happened in the modern West 
represent universal models. This idea has been under attack for many years. Human 
rights, individualism and secularism have been targeted so often that one might 
almost get the impression that the modern West no longer dominates imaginations 
of the future in mainstream discussion among cosmopolitans about possible paths 
of development. That would however be a half-truth at best. The critique of Western 
hegemonisation of universalism has been selective and the routine assumption is 
still that civilisational breakthroughs coming from Europe and the USA, not from 
Russia, Somalia, China or Ecuador, are the true makers of the future. Otherwise we 
can hardly explain the gap between what happens before our eyes – the European 
Union sinks into a condition of post-democracy and authoritarian capitalism – and 
what many still like to say: that the European Union provides a globally pioneering 
model for post-national, democratic institution-building (see discussion above). 
The controlling influence that the legacy of Western modernity continues to hold 
over social and political imagination globally has, it seems to me, its deepest roots 
still in the notion that the intimate connection between modern natural science 
and technology is morally unproblematic and can serve emancipation and human 
dignity under varying political and cultural conditions. At least in most contemporary 
post-colonial discourse that I am aware of the kind of technology developed in the 
modern West during recent centuries tends to remain accepted as an unquestionably 
universalisable aspect of an otherwise often harshly criticised legacy of the West.69

A closely related aspect of developmentalism is the “we can’t go back”-idea. It 
is a strange idea for many reasons. My main objection is the utter lack of clarity 

69 In the vast field of criticism of development and postcolonial studies one does occasionally 
come across studies that are not selective in their theorising of developmentalism in the way I here 
criticise. One example is Illich 1973. In the 19th century, and still a century ago, the discursive 
landscape was quite different, with people like Ruskin, Tolstoy, Thoreau and Gandhi as visible 
figures in the debate about development alternatives. See also Sachs 1992; Nandy 1983; Kothari 
1988; Mignolo 2000 and Escobar 1995.
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of what people mean when they say, for instance, that life-forms of old times can 
not be brought back and practised again. Often, when people say that “we can’t 
go back” it is not clear what perspective is suggested e.g. on real events that bring 
people, whether out of necessity or choice to engage in practices, that have been 
set aside that have been rare for longer or shorter times. 

Nevertheless, the basic problem with the “we can’t go back -idea” is the enormous 
tension between it and the idea of political freedom as self-determination, referred 
to above: If history is pre-determined at least in the (obscure and undefined) sense 
of “there is no going back” to earlier ways of life, values, practices or technologies, 
then all that is left to us of the high modern idea of politics as freedom in history, 
is what Marx described in the 1867 Preface to his Capital. Our freedom in history 
consists, according to this Preface, at best, in “shortening and mildening the birth 
pangs” of inevitable historical development.70 In the case of Marx, the tension 
between the historical determinism of the 1867 Preface and his political activism 
is a wound open for all to see. By contrast, when the idea that “we can’t go back” 
is invoked in debates about the European Union or, to take another example, 
about capital controls, its usual place is not in reflective debate about history or 
the philosophy of history, politics and citizenship. Its function is, rather, that of a 
conversation stopper in public debate about current policy options: It is used as a 
tool used to curb “anti-European nationalism” or “anti-globalisation” mobilisation by 
presenting these as undesirable (because regressive) and as unrealistic (because 
based on impossible, infantile fantasies). It is also used as a tool to marginalise 
suggestions that capital controls (or e.g. protectionist trade policies) be introduced. 
In these and many other similar contexts the “we can’t go back idea” has no 
intellectual content. Its only function is to defend the status quo against political 
alternatives

iv) The failure to politicise technology

In many places above, I have mentioned the question of technology in passing. A 
mystification of technology seems to me to be, together with expansivist conceit, 
the deepest reason for the popularity of the transnationalist strategy for postnational 
politics among cosmopolitans.

To clarify this point let us look at the disquieting imbalance between the political 
discourse of economy and that of technology. During the past decades it has been 
popular among left-leaning academics to criticise the de-politicisation of economics. 
We all know the kind of experience that feeds the debate. It is when so-and-so, who 
is the chief economic adviser of such-and-such or the prime minister of X informs 
his board or the general public that for the city of Manchester or the government 
of Tanzania or Portugal there is no alternative to, say, tight budget discipline and, 

70 Marx 1973, quote from p. 16. My translation.
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hence, no alternative to the selling of public property, the down-scaling of public 
expenses relative to GDP, cuts in unemployment benefits etc.

Nevertheless, we must be clear that for this kind of experience cosmopolitans 
have had for many years a clear concept. We call this TINA-politics.71 Where there 
is a concept there is awareness and where there is awareness there is political 
debate and struggle. What we see, therefore, is the paradox that we have a mass 
movement of activists and academics who build agendas, careers, identities and 
solidarities on their common agreement that they address politically the lack of 
political debate about the economy. In consequence, nothing is more politicised 
today than economic policy, and yet we say that it is not politicised. 

Take recent political developments in the EU as one example. The problem for 
left and liberal intellectuals and cosmopolitan activists is not that the economy is 
not seen as political. Politicians listen to the wrong economic adviser, that is the 
problem. The fact that the advisers who are listened to like to dress up as neutral 
and unpolitical experts is unmasked as a political trick every day. Why then do 
people insist that our problem is TINA-politics in the economic realm?

My suggestion is that we like to continue the intensely political debate about the 
lack of political debate about the economy partly in order to hide from view – from 
ourselves and from others – that we fear what will happen to us if we start barking 
up the much taller tree of technology. We are afraid of the subject of technology 
as a topic for critical attention in political analysis and action. We are afraid of 
it because we seem to know in advance that if we begin to discuss technology 
honestly, the implications for what we can hope, and what we must do, will be 
more radical than we have the courage to even think of. Nietzsche captured the 
problem social-liberal, left and green cosmopolitans have with debating technology 
well when he speaks about people “wanting not to see something one does see, 
wanting not to see something one sees as one sees it is”(AC §55).

Even though we often seem to forget it, we are all well aware that a hundred 
years back criticism of technical progress was an important aspect of radical 
modernism, and not only for Tolstoy and Gandhi. We also know that this was only 
part of the picture. In those days extreme technological optimism also flowered. 
This was true among liberal and socialist radicals and also in aesthetic movements 
such as in the futurist avant-gardism of Filippo Marinetti. What we learn from these 
reminders is simple: A century ago critical discussion of the relation between 
modern technology and emancipation was a natural topic of debate within what I 
call the cosmopolitan family.

Today the discursive landscape has changed. Technology remains a focal point 
of public attention, but the centre of gravity has shifted from the political arena to 
that of advertising, marketing, and to science fiction and scientism. In cartoons and 
popular science magazines, utopian and, more frequently, dystopian visions of how 
new technology will change our circumstance are as common as rain. In the trams 

71 See footnote 28 above.
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and metros people will speak with a mixed sense of curiosity, awe and excitement 
about a future where human brains are integrated with computers and wonder how 
that will change our notions of self and society. But in politics technological choices 
and the moral change and social responsibility they bring with them is a marginal 
topic. To the extent that technology becomes a topic at all the debates typically focus 
narrowly either on risks connected to technical applications of recent advances in 
bioscience, with genetic modification as the most popular topic, or on corporate 
power in technology governance, as in the “open access” movement. Other topics, 
and, hence, of course also the general question of which technologies can and 
cannot serve cosmopolitan purposes, remain marginal.

To back this claim let me give just one illustration of how the debate goes – 
or rather, of how it does not go. In the 1980s, the Norwegian eco-philosopher 
Sigmund Kvalöy, himself a pioneer in computer-aided design and music in the early 
1960s, suggested that computers, satellites and the internet are dependent on an 
extreme division of labour and the large-scale extraction of rare earth metals, that 
this division of labour and these extraction practices may be incompatible with 
ecological democracy, and that for these reasons alone, we should suspect that any 
economy and social organisation that assumes that we will be able to continue to 
use computers or cell-phones, is incompatible with cosmopolitan idealism. Kvalöy’s 
argument and others of the kind are important. It argues among other things that 
we have rarely considered the challenge to democracy and solidarity that follows 
as long as the technical devices that we are dependent on in our daily lives can only 
function as long as a large number of people must be educated and socialised into 
the role of experts in narrow fields whose capacity to understand their citizenship 
is often weak.72 Again, the problem is empirical and practical rather than abstract 
and theoretical. It is conceivable that socialisation into responsible citizenship and 
global solidarity is achievable in a system of education that secures reproduction of 
very many different kinds of experts. It is conceivable that we have dependency by 
everyone on cheap rare earth metals that are required to keep computer screens 
working in a world where decent work is available for all and dangerous mining 
practices no longer exist. It is also conceivable that new technologies that are now 
on our doorsteps, such as technologies that make genetic manipulation of micro-

72  Kvalöy’s argument brings together two strands in the history of the philosophical discourse of 
modernity. One is the criticism of the division of labour that goes back in particular to Rousseau, 
another is the criticism of extraction technologies and pollution that has been criticised on ethical, 
aesthetic and cosmological grounds long before the ‘limits-to-growth’ debates. I am familiar with 
Kvalöy’s argument primarily through public lectures he gave in Helsinki and Juva, Finland, in the 
mid- and late 1980s. For some printed sources, see Kvaløy 1976 and 1992. Interestingly, in the 
so-called deep ecology movement in the anglophone world, in which Norwegian eco-philosophy 
is respected and often mentioned as a source of inspiration, the critique of technology has, if I see 
things rightly here, attracted less attention than discussion of animal rights (inspired by Peter Singer 
and others), or other ethical, epistemological and ontological issues (as articulated by ecofeminists, 
by Kvaløy’s Norwegian colleague Arne Naess and by others). From the perspective of our present 
discussion it is striking that the more popular topics in the deep ecology debate all pretty easily lend 
themselves to progressivist language. When people say “we can move from smaller to larger circles 
of solidarity or awareness and from more to less restricted moral reasoning and identities” we see 
the developmentalist view of history doing its silent work.
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organisms or market trade in human genes or cloning of people easily accessible, 
will be used in ways which remain under enlightened, democratic control and with 
a keen attention to unintended consequences. All this is conceivable – but, as 
I believe we can say in the light of the experience of past centuries – it is also 
extremely unlikely to happen.

It may seem, nevertheless, clear why the question of technology has disappeared 
from political debates. So overwhelming has been the power of technology to 
transform our everyday social and cultural habits, our relation to nature and our 
relation to self, and so strong the aura of new technologies, that we almost forget 
that technological development is the result of choice. This forgetfulness explains, 
we may think, the lack of political attention to the question of technology today.

Once more, however, the explanation is likely to strike us as absurd as soon 
as it is made explicit: We have put a lot of money, organisational skill and political 
prestige into technical development. Millions of people have also invested a lot of 
personal effort in it. It takes a fantastic effort every day to keep the wheels spinning. 
How can we forget that? If the technological development we see is only possible 
as a consequence of massive investment, commitment and concerted action, a 
change of course is also positive, if that is what we decide.

And how can we forget (or how can we claim that we forget) that natural 
catastrophes, such as a massive Carrington event, could bring the satellites and 
the internet down in a short time.73 Are we not, in fact, often reminded that quite 
simple terrorist attacks targeted at infrastructure could achieve the same as a 
Carrington event? Nevertheless, technological development on the whole appears 
to us almost like an unstoppable force of nature. 

One reason for the co-existence of these two incompatible notions – the notion 
that technological development is vulnerable and the result of choice, and the notion 
that technological development seems more like a matter of fate than of choice – 
may be that the enormity of the dependence of most of us, for our daily routines 
and our bare survival, on technologies beyond our control, makes us nervous. It 
is almost as if we had asked ourselves and others: “Can we get of out our current 
dependence on the satellite, penicillin, high energy consumption, the railway ,etc.” 
And almost as if we had answered with a carefully considered “No.” It is almost like 
that. And yet, it is not quite like that.

If there had been a dialogue, the technology question would not make us 
nervous. It would be one question among others that we are quite willing to take 
on, even though, perhaps, we are worried that we will be a bit bored by the need 
to restate the obvious. But we are not bored. We are blind and nervous. Or rather, 
we are blinded by our fear.

Am I suggesting that in Europe and elsewhere the discussion of progress among 
cosmopolitans gets muted and our sense of political freedom gets crippled by a 

73 See, for example, <www.raeng.org.uk/news/publications/list/Space_Weather_Full_Report_
Final.PDF> (accessed June 5, 2013).

www.raeng.org.uk/news/publications/list/Space_Weather_Full_Report_Final.PDF
www.raeng.org.uk/news/publications/list/Space_Weather_Full_Report_Final.PDF
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sense of helplessness in the face of technology and, hence, of historical fatalism? 
Am I also, then, suggesting that, possibly, cosmopolitan ideals can only bend 
political responses to the so-called euro-crisis in new and promising directions 
if this fatalism is overcome? Am I suggesting, thirdly, that the failure to address 
the question of technology as a political issue lies at the heart of the standard 
view and is a major reason for the popularity of the transnationalist strategy for 
cosmopolitanism? Am I suggesting, fourthly, in the light of all this, that the failure 
to discuss technology critically is a major and blatantly irrational condition for the 
popularity of the standard view? And am I suggesting, finally, that the failure to 
discuss technology is one root cause of the unfounded optimism about and loyalty 
to the current European Union that afflicts the cosmopolitan family today. Indeed, 
I wish to suggest all of the foregoing. All these points are of course controversial 
and taken together they may seem almost ridiculous. I am also not unaware of 
the fact that when critical theorists last debated technology the “reformists”, who 
wanted to tame the deadly power of unbound instrumental reason and its technical 
realisation, had the better of the argument in their debate with pessimistic fatalists 
(such as Spengler or Adorno) or luddite optimists.74 Moreover, it is clear to me 
that the questioning of technology, which has come from “anti-modern” sources 
as diverse as Thoreau, Spengler and Heidegger, has not been able to deal well 
with the question of the sources for the validation of this criticism. I nevertheless 
submit the proposition that if cosmopolitans wish to be clear about their strategies, 
they need to place the question of technology high on their agenda in political 
philosophy and activism. 

VI. Political strategy, solidarity and 
hope for cosmopolitans

It is time to sum up. I have had one main concern: To explain why it seems to me 
to that many cosmopolitans are lured by their commitment to what I have called 
“the standard view” and “the transnationalist strategy for post-national political 
governance” to be more loyal to and less critical of the European Union as it is 
today than is rational. In order to make myself understood, I have covered a large 
number of topics and painted my landscape with a broad brush.

My purpose has not been to say how things are or what the right perspective on 
them is. In a way, my purpose has been much more ambitious than that. The purpose 
has been to bring home a huge message to those of my fellow cosmopolitans who 
think localisation strategies for post-national governance are unrealistic, silly and 
irresponsible. My message is that as long as the issues I have raised are not 

74 See, for example, Habermas 1982. For references to the debates on technology in the Left-
Hegelian tradition of critical theory up to the mid 1980s, see my review article Wallgren 2004.
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brought into our discussion, there will be no end in sight to the complicity of the 
majority of cosmopolitans with the drift towards authoritarian capitalism in Europe.

It is important to see what I am not suggesting. I do not suggest that 
cosmopolitans give up the struggle to achieve a democratic European Union that 
serves social justice and ecological responsibility at all levels. I do not even suggest 
that cosmopolitans are, in any straightforward way, wrong if they continue to insist 
that this project, perhaps as the regional expression of a large, planetary struggle 
for the creation of a transnationalist post-national cosmopolitan order, is our best 
or only hope. What I do suggest is that cosmopolitans of this bent should strive to 
be humble enough to debate with and stand in solidarity with other cosmopolitans 
who put their effort into what I have called the localisation strategy for post-national 
governance.

The political challenges we face in the European Union and globally are colossal. 
I will not be surprised if history will crush, terribly, the optimism of believers in the 
capacity of markets, science, technology and transnationalist cosmopolitanism to 
solve the problems of our times and if a humanity much reduced in number will 
within a few centuries find itself confined to a localism borne not out of choice but 
of necessity. Such forced localisation may, at least in the beginning, be a horrible 
time.75 But all this is fantasy and we are, still, quite incapable of predicting the future. 
Better then to try to struggle and learn. I will give the last words to Habermas, 
whose many concrete judgements about recent European politics I have criticised 
above, but whose engagement and breadth and acuteness of analysis I still find 
more useful and admirable than most:

Even in established democracies, the existing institutions of freedom are no longer 
above challenge, although here the populations seem to press for more democracy 
rather than less. I suspect, however, that the unrest has a still deeper source, namely, 
the sense that in the age of a completely secularized politics, the rule of law cannot 
be had or maintained without radical democracy. The present investigation aims to 
work this hunch into an insight. In the final analysis, private legal subjects cannot come 
to enjoy equal individual liberties if they do not themselves, in the common exercise 
of their political autonomy, achieve clarity about justified interests and standards. . 
. . I have no illusions about the problems that our situation poses and the moods it 
evokes. But moods –- and philosophies in a melancholic “mood” – do not justify the 
defeatist surrender of the radical content of democratic ideals. . . .  If defeatism were 
justified, I would have had to choose a different literary genre, for example, the diary of 
a Hellenistic writer who merely documents, for subsequent generations, the unfulfilled 
promises of his waning culture.76

75 For one forceful imagination of such a future, see Lessing’s 1982.

76 Habermas 1996.
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