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PREFACE 

 

Before the Great Recession of 2007-2008, neoliberalism was a term that academics, journalists, and analysts working for think tanks or international organizations used to articulate how the new phase of capitalism impacted society. Experiencing the transformation’s impact daily, the public accepted neoliberalism as the new norm. Unaware of the global transition from Keynesian social welfare to the neoliberal corporate welfare state, people fell into the mold of more rapid redistributive economics from the bottom up. 

 

After the Great Recession of 2008, the intensified crisis of the neoliberal political economy, and the rise of illiberal democracy (regime under an electoral system curtailing popular consent and civil liberties legislatively and through the courts) intensified. Given the rapid pace of social and political changes, academics, journalists, analysts, and businesspeople examined more closely the neoliberal model’s impact not just on the economy, but society as a whole. 

 

In search of a link between the rise of authoritarianism and the institutionalization of neoliberalism, social scientists debated the inexorable relationship between the two. This was especially after Donald Trump’s presidential victory in 2016, emboldening a global wave of rightwing populism as a movement and regime, but also as it impacted the media which unapologetic advocated or stealthily promoted the GOP candidate. Rhetorically opposed globalization to consolidate the disgruntled popular base, Trump and other populist politicians in the US and around the world pursued privatization of public enterprises, tax cuts for the wealthiest, an accommodative monetary policy as another form of subsidy benefiting institutional borrowers, and business deregulation resulting in higher profits amid deteriorating labor and environmental conditions.

 

In the name of market efficiency and economic competition during China’s global economic ascendancy, policies associated with authoritarianism became mainstream within the G-7 and in developing nations. The origin of the slippery slope toward US authoritarianism took place during the early Cold War when Senator Joseph McCarthy in the early 1950s used Communism as the pretext to impose sociopolitical conformity at home and support covert operations and overt military intervention globally. 

 

Under neoliberalism, and especially after the terrorist strikes in the US on 9/11/2001, the US-led global war on terrorism and military intervention in Iraq and Afghanistan distracted people from stagnant living standards and downward social mobility during a period of rapid and massive income transfer from the lower classes to the wealthiest. Regardless of empirical evidence compiled by international organizations, the media, political, business, and community leaders promoting neoliberal transformation insisted that the US was the world’s beacon of freedom and democracy. 

 

Beyond the disconnect between the projected hollow image and verifiable evidence, there is the link between neoliberalism and autocratization, namely, the erosion of democratic institutions and policies within an electoral system on the path of authoritarianism owing to the neoliberal phase of capitalism responsible for the global trend of rapid capital concentration and rising inequality. The historical antecedents for the erosion of democratic institutions and renewed efforts toward monopoly capitalism after the twin shocks of the Great Depression and WWII culminated in the neoliberal experiment in Chile in the 1970s, and then in the UK toward the end of the decade and the US in the beginning of the 1980s. 

 

The US emerged as the world’s most powerful economic power in the 1940s when Europe and Japan were at their nadir. Global transformation policy was the catalyst to cement Pax Americana’s preeminence during the East-West confrontation. Relying on the Bretton Woods System established in 1944 to manage the capitalist world economy under America’s aegis, all presidents from Truman to Biden used its unprecedented economic and military power to integrate as many countries as possible under its orbit of influence. The goal was also to prevent countries from allying with the USSR and/or China after Mao’s victory in the Civil War in 1949, and even non-aligned countries after the Bandung Conference in 1955. 

 

The ideological justification for US global integration of the non-Communist world started at the end of WWII when Japan Europe, and their colonies in Asia and Africa had collapsed and needed reconstruction aid. Exploiting public fear of the emerging Communist bloc, especially after 1949 when Mao’s Red Army prevailed over Chiang Kai-shek’s nationalists, and the USSR successfully tested the atomic bomb, the US government and the entire establishment from Wall Street to mainstream media discouraged workers from supporting leftist organizations, trade unions, or political parties anywhere in the world. The class war that neoliberalism institutionalized had its origins in the early Cold War during the zenith of Pax Americana, inexorably linked to geopolitics from its origin.

 

Combined with a wave of decolonization in Asia and Africa, the world order remained in a bipolar superpower division from the Truman-Stalin era until the collapse of the Soviet bloc in 1991 amid the ascendancy of global neoliberal transformation. Undercutting the convergence of liberalism and democracy that the New Deal forged in the 1930s, neoliberalism became institutionalized after the capitalist class and mainstream political parties used the pretext of the crises of capital accumulation in the 1970s, amid the concurrent energy crisis and stagflation to launch a class war and dismantle the Keynesian state. 

 

The US retreat from Vietnam, the oil embargo of 1973, the Iranian and Nicaraguan revolutions, and USSR troops in Afghanistan, all in 1979, exacerbated capitalism’s systemic contradictions in the US-Western European core, thereby setting the stage for neoliberalism first in the UK under Prime Minister Margaret Thatcher and then in the US under President Ronald Reagan. Partly because China shifted economic development strategies after the Mao-Nixon visit of 1972, but also because northwest Europe and Japan had become much stronger relative to the US in the 1950s, the East-West Cold War world order was already multipolar at the economic level by the 1970s.

As evidenced not only by northwest Europe and Japan’s economic ascendancy, but also OPEC’s global leverage, and the non-aligned bloc’s “South-South” cooperation intended to modify the historical dependency relationships with the former colonial powers, the world capitalist system’s multipolar nature weakened the US economically despite its continued military preeminence. Along with northwest Europe, the US chronic balance of payments deficits and defense spending from the beginning of the Korean War to the end of the Vietnam War, combined with the nuclear arms race contributed to lower capital returns as Europe and Japan were increasing global market share. Despite an average of 3.7% GDP growth from 1950 to 1973 in the US, the period from 1973 to 1992 witnessed a 2.2% GDP growth rate and 0.9% business productivity.1

 

The US-based multi-dimensional crisis had a global impact. The combination of the Bretton Woods System and military Keynesianism (diverting the surplus from social welfare to raise defense spending amid the nuclear arms race) hastened capitalism’s contradictions and slowed civilian economic growth amid chronic rising balance of payments deficits and weakened the dollar as the world’s preeminent reserve currency. 

 

Refusing to further devalue its currency, in May 1971, Germany left the Bretton Woods System. In August 1971, President Richard Nixon delinked the dollar as a reserve currency from the gold standard. To control inflation, Nixon ordered three-month wage-price controls, while imposing a 10% import surcharge as insurance not to disadvantage US-made products amid the fluctuating exchange rates. Replacing the fixed exchange rate system with a floating responsible for sinking the greenback by one-third in the 1970s was part of the pretext to abandon Keynesianism.2

 

With the relative decline of US global economic power amid the Vietnam War in the 1970s, there was a grassroots movement for popular sovereignty in the Southern Hemisphere, especially in South Africa where apartheid was another tool of race-based working-class exploitation. South African apartheid had some similarities with the US. Other parts of Muslim northern Africa and sub-Saharan Africa were inspired by Gamal Abdel Nasser, Indonesia’s Sukarno, India’s Nehru, and other non-aligned leaders defying the bipolar Cold War world order that the US and USSR were using to manage the world balance of power. 

 

Popular sovereignty and social inclusion, democracy with all its limitations during the Cold War, and classical liberalism placing all emphasis on the individual above social class, never existed except at the theoretical level. Even in the Scandinavian countries, which consistently rank among the most committed to democracy, the hierarchical social structure reflects the essence of the political economy that neoliberalism inherited from the Bretton Woods System. The Bretton Woods conference (July 1944), which created the International Monetary Fund (IMF) and the World Bank, established the antecedents for neoliberalism by scaling back on Keynesian policies of social welfare, accelerated privatization of public entities, and government bolstering businesses by sub-contracting and outsourcing services otherwise carried out in the public sector. Through monetary stabilization and development loans, the multilateral financial institutions’ role was paramount in influencing the fiscal, trade, investment, and labor policy of its member countries, especially of the Global South. Indirectly coordinating and managing the world economy with the full support of private financial markets, the US government and its junior partners dominated the IMF and World Bank both instrumental in transformation policy. 

 

Essential elements in IMF-World Bank loan conditionality included decentralization of state power and minimal business regulation. Antecedents to neoliberalism included the free flow of goods and capital between national borders with minimal tariff barriers and a reduction in business taxes with a simultaneous rise in consumption taxes. Impacting the Keynesian welfare state, the twin international financial institutions promoted reducing the labor force in public agencies, opposed policies favoring trade unions and safeguards for both workers and the environment, and advocated a skeletal social safety net including social security, education, and health care. Permitting the market to determine services otherwise included in a social welfare state, especially health care, was the epitome of market hegemony over the state.3

 

Diluting Keynesian social welfare policies was a gradual process after the US-based Bretton Woods System established the institutional mechanisms to manage international monetary stability and economic development on behalf of the private sector which benefited from such policies intended to redistribute income from labor to capital and from the Global South periphery to the core countries. IMF and World Bank policies of the first three postwar decades helped pave the way for neoliberal transformation. The financial institutions applied policies selectively in developing nations, but not in the advanced capitalist countries, and not in those countries which the US deemed of geopolitical significance.

 

Western Europe, Japan, South Korea, and Taiwan, all countries that the US chose to reconstruct and reindustrialize for geopolitical and trade considerations, were not subject to IMF-World Bank monetarism-free trade policies. Allowing developmentalism based on import-substituting industrialization, Washington injected capital into these nations instead of de-capitalizing which would have forced them into chronic balance of payments deficits and external financial dependency conditions, as was the case with Latin America and Africa. Furthermore, IMF-World Bank conditionality never interfered with parasitic military Keynesian policies in any country undergoing austerity.

 

Although the IMF and World Bank linked market-based policies to stabilization and development loans, the institutionalization of full-fledged global neoliberal transformation started with UK Prime Minister Margaret Thatcher in 1979, and US President Ronald Reagan in 1981. This was after a neoliberal experiment in Chile in the second half of the 1970s. By the late 1980s when the Soviet bloc collapsed, neoliberals celebrated the triumph of capitalism and seized the opportunity to integrate the former Communist countries under neoliberal transformation’s global reach. Against the background of the new doctrine of deregulation and privatization, governments around the world shifted resources from social welfare to corporate subsidies under a state conducting fiscal and monetary policy to accommodate market hegemony over mainstream institutions.4 

 

After UK and US conservative governments institutionalized neoliberalism in the 1980s, liberal and center-left political parties globally pursued transformation in the 1990s amid the euphoria of the Communist bloc’s collapse. Following Reagan’s lead, neoliberal governments promised “trickle-down” economic prosperity, a theory prompting John Kenneth Galbraith to observe that: “if one feeds the horse enough oats, some will pass through to the road for the sparrows.”5 History proved that neoliberals delivered a chronic rise in inequality under the existing stratified social structure and uneven development in the world economy. Promises of protecting the environment, democracy, and human rights were as hollow as trickle-down economics which was originally part of Will Rogers's satire about capitalism during the Great Depression.6

 

As much in the US and UK, as in Brazil, India, Hungary, Turkey, Russia, former Soviet republics, and indeed most countries in the world, aspects of authoritarianism behind the thin veil of representative democracy are rooted in structural dynamics of the neo-classical political economy’s contradictions and empirical conditions in deteriorating social relations. Other than historical antecedents of the global rightwing populist tide in core countries, neoliberalism has had an impact on all aspects of society. From social structure to popular culture, commodifying one’s identity as a consumer-citizen seeking fulfillment in narcissistic and increasingly virtual reality endeavors, neoliberalism’s global reach has had a far-reaching impact even in traditional societies. 

 

Contrary to liberal and center-left claims that “progressive neoliberalism” is the antidote to rightwing populism, the dynamics of the neoliberal political economy transcend conservative, centrist, or center-left politics, all of which operate under the larger umbrella of the same social contract. All mainstream political parties have been responsible collectively for the consolidation of the model whose tentacles reach every aspect of society. 

 

Regardless of political obfuscation by liberals blaming conservatives and vice versa, the systemic cause of the rise in inequality and authoritarianism is intertwined with policies of capital concentration and reliance on aspects of governance designed to serve the political economy amid class war intended to transfer income from the lower classes to the wealthy. The amazing aspect is that a segment of the lower classes supported such policies, aspiring to join the wealthy. Giuseppe Ricotta calls it “punitive populism”, part of neoliberal control strategies both in rhetoric and practice at all levels of government.7 

 

One could dismiss such control strategies as symptomatic of high tech’s application to the state’s bureaucratic mechanisms. However, at the core rests an ideology molding society to have it serve the political economy benefiting the world’s richest 1% who own half of the wealth on the planet.8 In “Neoliberalism – the ideology at the root of all our problems,” George Monbiot correctly points out that neoliberalism’s pervasiveness as an ideology “arose as a conscious attempt to reshape human life and shift the locus of power.”9 

 

No matter what criteria one considers, for the working class and a segment of the middle class, life in the UK has changed for the worse after Thatcher’s term in office. Apologists present the ideology as neutral and natural, reflecting human nature, as though Heaven dropped the neoliberal social contract to Earth for humanity’s salvation. Promising a hierarchical society in which competitive capabilities determine the individual’s socioeconomic status, the neoliberal utopia is riddled with contradictions, including the promise of freedom and prosperity vs. the reality of the degree of freedom and prosperity that socioeconomic status determines, as was the case before neoliberalism.

 

Built into the development model which has contributed to an increasingly politically polarized and socioeconomically unequal society, liberal democracy’s erosion has been the inevitable consequence of the political economy’s contradictions manifesting themselves in the promise of prosperity vs. the reality of class war and inequality. Contrary to the nebulous rhetoric of the ‘free market’ doing its magic, neoliberalism relies heavily on the state to mold social relations. In every endeavor, from fiscal to monetary policy and from education to religious policy, the goal has been to maintain capital concentration, minimize popular opposition to rising inequality, and foster institutional conformity.

 

In reaction to the liberal pluralistic-diversity political camp operating within the neoliberal political economy, the evolving social contract has normalized rising inequality on a world scale, social marginalization, and class war in the name of market efficiency. Representing big capital, the media and establishment analysts incessantly debate whether the pluralist-diversity model best serves society amid a shrinking social welfare safety net, or a rightwing populist regime promising salvation. Each political camp reinforces the other and both serve the same social contract. 

 

Socioeconomic polarization precedes political polarization. This was evident in President Donald Trump’s America, Prime Minister Narendra Modi’s India, and Jair Bolsonaro’s Brazil, among other authoritarian governments from Hungary to Turkey and from Kazakhstan to Myanmar where Western neoliberal transformation led to a military coup in February 2021.10 Espousing a pluralist–diversity-pro-environment model, while aiming at the same neoliberal socioeconomic goals as rightwing populists, French President Emmanuel Macron’s La République En Marche and Canada’s Justin Trudeau’s Liberal Party, as two examples in the same political camp, serve the same neoliberal goals as their rightwing counterparts around the world. 

 

Whether under the pluralist or the authoritarian model, neoliberalism represents what Barrington Moore described during the Vietnam War era as a capitalist reactionary route in response to the struggle for capital appropriation and accumulation. To protect the capitalist class after the market crash of 1929, several countries fell under totalitarianism or a variety of authoritarian regimes. Fearing that the Bolshevik Revolution had inspired a global social revolution, the capitalist class, bourgeois politicians, the church, and many mainstream institutions supported totalitarianism promising salvation from trade unions and socialism. National and international conditions are not identical in the early 21st century as in the interwar, but there are some similar macroeconomic and sociopolitical trends.11 

 

Barrington Moore’s observation that capitalism’s reactionary route is singularly focused on appropriation and accumulation entails that the political economy’s goal transcends any concern to preserve liberal democracy as much in the interwar totalitarian era as under neoliberal transformation. Integrated geographically and demographically more thoroughly than at any time in its 500-year history, the capitalist world economy under the neoliberal phase has led society toward authoritarianism under the thin veil of liberal democracy. 

 

Contrary to liberal analysis that the bourgeois democracy crisis stems from a combination of fringe groups and voter apathy, the problem extends into the socioeconomic elites' interference and manipulation of elections, as well as institutional forms of subtly coerced social conformity. Combined with marginalized extreme groups propagating against democracy and demanding authoritarianism, neoliberalism has manifested clear signs that it is incongruent with democracy and compatible with authoritarianism which it breeds. Although it has existed under the liberal-pluralist state, while doing so neoliberalism’s contradictions generate the antecedents to authoritarianism. 

 

Liberal democratic society’s multi-dimensional crisis goes to the heart of neoliberalism’s myriad of contradictions hastening geographic and social polarization. This has led to the rebellion of many in the capitalist class against the liberal bourgeois institutional order intertwined with Keynesian policies. An inevitable development, authoritarianism as a vehicle to carry out class war means expanding the unfettered markets against the reality of downward social mobility and chronic erosion of the social safety net. 

 

Launching a counterrevolution against the institutional order, a segment of the capitalist class has become what Dutch cultural theorist Johan Huizinga (Homo Ludens: A Study of the Play-Element of Culture (2016) described during the Great Depression as the sadistic elite striving to preserve its privileges by lashing out at the working class, especially trade unionists. Beyond the manifestation of narcissistic and psychopathic traits that the model foments not just among the capitalist class but across all of society finding expression in social relations, neoliberalism reinforces sociopathic behavior. Several psychologists and social scientists have concluded that in the predatory market value system, neoliberalism finds expression across all institutions impacting the individual’s psyche.12

 

Molding the mass consciousness that the root cause of systemic calamities befalling society rests with migrants, racial, ethnic, and religious minorities, women, and recalcitrant trade unionists, the neoliberal counterrevolution from above is multidimensional considering liberals and even progressive neoliberals have been a part of it. Because of identity politics in both the liberal-pluralist and rightwing populist camps, and because policies of both camps are designed to undermine working-class solidarity, the hegemonic social class, the political class, the media, and mainstream national and international organizations working toward the same goal of appropriation and accumulation are the reasons that the neoliberal order remains in force globally. 

America’s gradual retreat from the core of the capitalist world system amid China’s rapid economic ascendancy also hastened authoritarian neoliberalism and its embrace of ultra-nationalist tendencies. As will be seen in the next chapters, China experienced phenomenal economic growth, upward social mobility, and elimination of extreme poverty from Jiang Zemin (1993-2003) to Xi Jinping (2013-present). China’s rapid economic ascendancy posed a challenge not only to US hegemony but its junior partners scrambling to keep their companies competitive by seeking greater market share. Rooted in global integration for the sake of national economic development, China’s long-term development has not entailed shared sacrifice amid industrialization’s benefits that the state celebrates as a collective achievement. 

 

As much as they demand that China must adopt the neo-classical transformation model, liberal and progressive Western elements support the pluralist neoliberal political parties which promise to deliver the same goals under a policy mix that includes Keynesianism. Except for a few countries, especially Scandinavian, the goal has been to maintain a skeletal social safety net and inclusive social structure to mitigate class conflict and market disequilibrium. 

 

Further confusing those concerned about whether neoliberalism falls in the domain of a progressive, liberal, or authoritarian political umbrella, culture wars have been intertwined with identity politics and green economy issues that neoliberal governments and international organizations, including the World Bank, have co-opted. Added to mixed reactions about the US-led campaign to slow China’s ascendancy, major corporate leaders like Morris Chang, Taiwan Semiconductor founder, argued in 2023 that de-globalization is a reality under a post-neoliberal fragmented world economy.13

 

These debates invariably shift the focus from neoliberal policies responsible for chronic downward social mobility to the slowing of capital appropriation and accumulation on a world scale. They further contribute to the debate of the “lesser evil” choice between liberal and rightwing populist regimes, although both aim at the same socioeconomic goals. Rejecting elitist culture and embracing popular culture often finding expression in “identity politics”, Friedrich Hayek, the most important apostle of neoliberal ideology, did not reject cultural pluralism as part of the political economy in the same manner that he rejected the Enlightenment’s rationalism and liberal democracy. On the contrary, he viewed culture as a useful tool for popular mobilization behind the neoliberal model.

 

It is common to find capitalists and corporations readily accepting Hayek’s popular culture theory based on evolutionist assumptions. Just as readily, they embrace the neoliberal order beneath the multilayered cloak of a trendy culture - clothing, music, lifestyle choices, etc. – intertwined with identity politics, camouflaging the political economy’s ultimate goal of market hegemony, class war, and rising inequality. While Hayek dismissed the constructivist theory (cultural context determines empirical reality/knowledge) of culture in favor of the Darwinian evolutionist theory, the capitalist system in its neoliberal phase is the quintessence of constructivism.14 

 

Along with socioeconomic fiscal conservatives, nationalists, militarists, and technocrats, cultural conservatives also reject democracy’s collectivist assumptions. Historically, they have identified more with libertarian James M. Buchanan promoting authoritarian neoliberalism than with Walter Lippmann who brought the first group of neoliberal thinkers together in Paris in 1938. Although there are libertarian neoliberals who do not identify with Buchanan advocating supremacy of property over people, the libertarian policy does aim at cultural discrimination against workers and minorities. 

 

Because of the populist rhetorical rejection of globalization and diversity-based cultural identity, many confuse libertarianism with radicalism. Some of the confusion in the progressive camp has aspects of the counterculture of the 1960s; a thin coating over what the reactionary core beneath. The pluralist political and business neoliberal elite has been as effective in carrying out politically and socioeconomically polarizing policies as authoritarian neoliberals who use culture wars as a catalyst to mobilize the popular base.15

 

Liberal pluralists and rightwing populists have deliberately used culture wars to undercut class solidarity and mobilize support for the pro-market model molding the entire institutional structure. In the US, the political and business class has historically used politics of race, nationalism, ethnicity, and religion, especially Evangelicals as catalysts to mobilize the right made up mostly of whites. In India, Hindu vs. Muslim, especially as expressed in Hindutva has been the catalyst for rightwing populism under Prime Minister Narendra Modi’s regime. In mobilizing the masses behind authoritarian neoliberalism, religion, and culture have played a catalytic role. Effectively subordinating class consciousness to culture wars and using it as a mechanism of class war, conservative and liberal political parties alike have delivered a mass popular base behind the neoliberal social contract. 

 

Without the mass media and social media’s role in mass indoctrination, education, and religious institutions, political distraction and indoctrination would be very difficult. Redefining citizenship based on market-based criteria, neoliberalism has reduced all human endeavors, including social relations and individuals, healthy and gravely ill, into “cash-value” commodities. Recognizing society only in its monolithic market dimension, neoliberalism accepts Max Weber’s disdain for bureaucracy, although serving the corporate welfare state bureaucracy is important in neoliberal transformation.16 

 

By subordinating, if not obviating, community rights, human rights, and civil rights to the marketplace, neoliberalism has de-politicized and alienated the automaton-like citizens at the bottom of the socioeconomic ladder who recognize that the social contract excludes them from the privileged mainstream; a class war objective at the core of neoliberalism. The irony of undermining human rights and community rights is that the movements defending dissidents and community rights took off concurrently with the neoliberal transformation. This was only a trojan horse concealing the transition from the Keynesian state to the neoliberal corporate welfare state. 

 

Another social conformity mechanism has been integrating neoliberal doctrines into constitutions by invoking “constitutional originalism” as a means of weakening the central government and Keynesian remnants while decentralizing state power. Especially in the US where social relations under states’ rights with layers of racist undertones, the concept has a divisive past. It is infused with neoliberal doctrines, constitutional originalism reinforced and legitimized the populist right culminating in Trump’s election and the Republican Party embracing aspects of authoritarianism, including regimenting press and academic freedom, voter suppression targeting minorities, election interference, high concentration of power in the executive, and manipulation of the judicial branch and entire criminal justice system.17

 

The success of neoliberalism has been that its apologists in all venues from media to education have convinced a large segment of the masses to accept its definition of self and a mythology analogous to Calvinist salvation for the market-oriented predestined souls. At the same time, neoliberal advocates have effectively neutralized both Keynesians and progressives advocating some form of social safety net. This is in part because the fall of the Soviet bloc coincided with the rise of neoliberalism under the US-centered world order emerging during the presidency of George H. W. Bush. At the same time, China’s ascendancy as the main driver of capitalist development, seemingly validated the Western neoliberal argument about accepting social contract as the norm globally, despite Beijing’s political economy resting on a hybrid model.18

 

With a special focus on the US, this study offers an overview of some aspects of neoliberal transformation’s global reach from the 1980s to the early 2020s. Contrary to apologists’ claims about neoliberalism as the panacea, the Great Recession of 2008 and its lingering aftermath, the COVID-19 pandemic which required a collective response with the state assuming a central role to save capitalism from self-destruction, and the Western sanctions against Russia after the latter invaded Ukraine provides ample proof of the myths and glaring contradictions that have been detrimental to society’s welfare throughout the world. 

 

Refusing to reevaluate the neoliberal model in the face of such global tragedies, the state, international financial institutions, including the IMF, World Bank, and World Trade Organization (WTO), and stock markets, especially Wall Street, preach profit against addressing rising inequality and authoritarianism. The widespread misery of the majority living in fear under monetary and fiscal austerity after 2008, the economic and health consequences of the COVID-19 pandemic, and global stagflation amid the Russian war in Ukraine in the 2020s were opportunities to amass even greater profits under a model thriving on chaos and disorder.19

 

The media, corporate and political lobbyists, business consultants, think tanks and business-linked academics have been dogmatic about perpetuating the very system that failed amid early 21st-century crises and led societies deeper into authoritarianism’s embrace. Contrary to optimistic scenarios that the global economic crisis of 2008 and the pandemic, supply-chain bottlenecks, war in Ukraine, and Western sanctions would lead to systemic changes mitigating socioeconomic marginalization under the neoliberal model, none of these predictions came true. Even during the pandemic that shattered the myth about the state’s role as essential for collective public health and an end to vaccine apartheid at the expense of the Global South, neoliberals dogmatically insisted on adherence to a socially-destructive model born out of a sociopathic hysteria against the concept of the “social” which Hayek dismissed as a “weasel word par excellence.”20

 

The ultimate contradiction of neoliberalism is market hegemony over the state and outsourcing public agency functions to buttress the private sector unable to survive on its own without massive public income transfer from labor and the middle class. Furthermore, neoliberalism theoretically entails a decentralized state structure and a weak social welfare component with a strong corporate welfare dimension. When factoring into the mix of geopolitics amid the US-China competition, the state’s role becomes even more significant. This has been the case in the US-China inimical relationship which the US has used as the pretext to withhold technology transfers, especially semiconductors. Competition to secure rare earth elements neodymium and praseodymium used for medical devices, motors, and turbines has been a part of the US-China rivalry as well.21

 

In the struggle for global hegemony, the US has responded differently from China. The Chinese government consults the corporate sector in pursuing pro-business economic policy by central planning and social development goals. In the US, corporate lawyers and lobbyists draft regulations that government agencies and elected officials endorse. Globally, neoliberals demand even lower tariffs, the end of price controls, privatization of public assets, accommodative monetary policy, corporate welfare incentives, and state intervention to bail out larger businesses, especially banks. At the same time, where geopolitics transcends the global market to serve national capitalism, tariffs become policy benefiting corporations of the country imposing them. Not only is there no Keynesian regulatory state except for geopolitical considerations, but as Craig Berry argues analyzing neoliberalism in the UK, the “substitutive state” has taken over statecraft.22

 

If neoliberalism stopped with the “substitutive state”, one could argue that its apologists are merely building upon and expanding Adam Smith’s (An Inquiry into the Causes of The Wealth of Nations, 1776) laissez-faire ideology by creating a hybrid model to efface all traces of the Keynesian state. Intending to save the bourgeois social order and avert social revolution, Keynes (The General Theory of Employment, Interest, and Money, 1936) offered a holistic vision of society beyond employment theory, inflation, aggregate demand, and output, all of them ultimately aiming to save capitalism from inherent contradictions and the bourgeois social order and civilization. 

 

Hardly a theory of everything like Stephen Hawking’s unifying astrophysics cosmological model explaining nature’s interwoven interactions, neoliberalism’s global reach into markets, government, and institutions including religion, and culture is far from what 18th and 19th-century liberals envisioned. It is farther afield from any ambitious goals rooted in rationalist Enlightenment principles upon which modern Western Civilization was built.

 

The “theory of everything” construct goes to the heart of the debate on whether neoliberalism is merely a finance ideology or an all-inclusive model subsuming every institution more rigidly than any previous phase of capitalism. Other symptoms of the neoliberal transformation’s global reach include a shift in labor-capital relations under the economy’s financialization and rentier capitalism. The quintessence of capitalism’s parasitic nature under its neoliberal phase, financialization places all emphasis on the financial market’s preponderate role in the economy, while rentier capitalism entails concentrated ownership of key assets reducing the majority to servile status.23 

 

Contrary to claims that neoliberals favor a weakened state structure as a means of strengthening capital, they only advocate a weak social welfare and regulatory state in the name of market efficiency; a concept narrowly defined to exclude regulatory mechanisms applied to business. Corporate welfare, corporate bailouts, and commodifying domestic and foreign policy to buttress the corporate sector are integral parts of the neoliberal state which is more bureaucratically parasitic than the Keynesian social welfare state. This is partly because the former outsources services previously carried out by the state bureaucracy at a much higher cost to the consumer without public scrutiny and accountability of a public entity. 

 

Yet, the US and the West argue that China’s state bureaucracy is burdensome to the private sector merely because Beijing has been pursuing a hybrid development model integrating much of the world economy under its aegis. Competing with the Washington Consensus neoliberal model, the Chinese mixed economic model (Beijing Consensus, followed by the Belt and Road Initiative, BRI) has resulted in competition with the US-led Western coalition. Confined with IMF austerity, deregulation-privatization, and anti-labor policies that the US urged Latin American governments to adopt, after 1989 the Washington Consensus became globalized at the same time that China was integrating rapidly into the world economy.24 

 

The resounding success of the Beijing development model has been evident in its rapid rise to global hegemony. Going beyond the Shanghai Cooperation Organization (SCO), representing the largest regional block with close to half of the world’s population and more than 30% of global GDP, the model has come at the expense of workers domestically and globally, while aiming at upward social mobility and poverty elimination at home. US-China competition aside, inherent dynamics slowing capital accumulation in the Western core, neoliberalism has been on the path of authoritarianism as a means of realizing even greater concentrated capital and global market share at the expense of workers. Ironically, to deflect attention from Western neoliberalism, Western politicians and analysts castigate China as an authoritarian anomaly in an otherwise ‘democratic’ neoliberal world. 

 

Resorting to sanctions, tariffs, technology transfer restrictions, and investment regulatory obstacles, precluding third countries from signing contracts with Chinese firms, to mention just a few tactics, US-G-7 and NATO members leverage to gain global market advantage works short term. This is merely by weakening the target seeking continued integration while undermining the global neoliberal transformation model, thus, self-defeating. Besides the dollar’s prevalence as a reserve currency in the IMF Special Drawing Rights basket over other currencies, choosing to buy government bonds as a means of strengthening one reserve currency over the other, combined with sanctions and a myriad of national security restrictions on trade, and punishing third parties that violate such restrictions are all examples of how the neoliberal state sabotages the transformation model’s global reach by opting for trade fragmentation as a short-term strategy. 

 

To reach domestic social consensus and serve national capitalism’s appetite for market share by using geopolitical considerations as a pretext, neoliberalism deviates from its own free market principles which are hardly meaningful both at the microeconomic and macroeconomic level. The very contradictions involving greater reliance on state intervention entail losing the ability to deliver on capital appropriation and accumulation on a world scale, amid eroding consumer-citizen freedom and mobility which neoliberalism claims is at the core of sociopolitical consensus. After the dot.com bubble of 2000 and the Great Recession of 2008, deepening systemic contradictions caused market disequilibrium amid the shifting core of the world economy. Greater inequality under the rise of autocratization coincided with US-NATO interventionism in 2010 and into the 2020s.

 

In the post-WWII era, Pax Americana’s management of the world economy with the help of the multilateral institutions, while simultaneously the US has been leveraging its military superpower status ran its course of maturity and set course toward decline. The pattern of Pax Americana’s twilight was not so different from Pax Britannica’s during the Age of Imperialism (1870-1914) when Germany, the US, and Japan emerged as newly industrialized powers challenging the British Empire with London as the world’s financial center. Under neoliberalism coinciding with the war on terror replacing the Cold War, Pax Americana provided greater impetus for the rise of authoritarianism on a world scale, including parts of Asia where there was a rise in domestic struggles and conflicts.25 

 

Although the capital has always gone where it realizes the highest, safest, and most promising return on investment, everything from war, sanctions, tariffs, and geopolitical considerations impedes its flow on whose logic neoliberalism operates. This is not to suggest that non-market factors related to foreign and defense policy are divorced from capital accumulation on a world scale as a goal. Under exigent geopolitical conditions, the nation-state supersedes the market to serve it, both short-term and especially longer-term. Hence, inherent contradictions inevitably arise, as the US-China competition has demonstrated in the early 21st century. 

 

A US-China power struggle amid rising geopolitical tensions in a multipolar world capitalist system poses challenges for the Global South states decision is whether to serve the militarized declining Pax Americana-led trading blocs or to opt for trade and investment terms under Chinese tutelage promising better terms of a dependency relationship. No matter which regional trading bloc countries choose, conditions rooted in global trade fragmentation dilute the neoliberal transformation’s global reach. 

 

Neoliberalism, the highest stage of capitalism of the late 20th-early-21st century, encompasses all of the structural aspects of late-19th-early-20th century imperialism. Liberal reformist (John Hobson) and Marxist intellectuals Rosa Luxemburg, Rudolf Hilferding, V.I. Lenin, and Karl Kautsky described the Age of Imperialism as detrimental to the working class and society. History proved them correct, given that imperialism inevitably led to wars of imperialism culminating in WWI and to the Bolshevik Revolution. Amid its underlying crisis and dangerous course of global division for markets and raw materials, combined with heightened militarism, neoliberalism’s contradictions amid a US-led massive arms buildup amounting to 40% of the world’s total defense spending is as dangerous as the British-German arms race during the Boer War in South Africa (1899-1902).

 

Behind the thin ideological veil of free efficient market and non-state intervention, neoliberalism relies heavily on state power which has surrendered policy and many essential functions of public agencies to corporations and the billionaire investor class. Corporations aggressively seeking markets at any cost, including the risk of mutually destructive wars for the entire world economy, as was the case of Russia’s invasion of Ukraine in 2022, are ominous signs of a self-destructive model taking society down with it. 

 

Promoting global integration for resource concentration, neoliberalism is caught up in the myth of its own making about boundless growth which is nothing more than resource allocation from the bottom up on a world scale. Along with geopolitics fragmenting the world economy, and incessant class war manifesting itself in everything from declining workers’ living standards to attack on social justice, neoliberalism contains the seeds of the model’s demise as it serves an ever-smaller percent of the population, repressing the majority, undercutting the Enlightenment ideal of improving human welfare through liberal-democratic institutions in the age of mass politics. 

 

Introduction: An Overview of Neoliberalism’s  Historical Antecedents

 

Rooted in the 19th century Age of Imperialism that produced monopolies, trusts, and cartels, neoliberal ideology is counterrevolution against liberal democracy and the working class in reaction not just to fear of socialism, but of Keynesianism. The ideology on which an eclectic blend of policies is based began taking shape in Europe during the Great Depression amid the global popularity of Keynesian policies and the fear of the Bolshevik Revolution spreading beyond the USSR. By the early Cold War amid the East-West world order, neoliberalism found the perfect political environment to propagate its ideology.26

 

If one accepts the wave theory that Nikolai Kondratieff (Long Wave Cycle, 1926) developed to explain capitalism’s long cycles of 40-60 years, neoliberalism was the outgrowth of new technology from the late 1970s to the present. Even if Kondratieff’s technologically/scientific wave theory is taken at face value, there are questions about cycles so rigidly tied to a time frame, complicated by the short-term and intermediate contracting cycles determining the long cycle’s course, duration, and above all the role of capital accumulation in the process. 

 

In The Curve of Capitalist Development (1923), Leon Trotsky writes: “Entire epochs of capitalist development exist when several cycles are characterized by sharply delineated booms and weak, short-lived crises. As a result, we have a sharply rising movement of the basic curve of capitalist development. There are epochs of stagnation when this curve while passing through partial cyclical oscillations, remains on approximately the same level for decades. And finally, during certain historical periods the basic curve, while passing as always through cyclical oscillations, dips downward as a whole, signaling the decline of productive forces.” 

 

Although neoliberalism on the surface appears to fit into the Kondratieff cycle theory because it roughly coincides with the new technology era following the long wave of Keynesianism, and it is rather typical of past cycles building on existing layers of capitalist development. An even more atomistic, anti-social, and anti-labor ideology than classical liberalism found in the works of Adam Smith, David Ricardo (On the Principles of Political Economy and Taxation, 1817) and John Stuart Mill (On Liberty, 1859), neoliberalism was initially a reaction to the Bolshevik Revolution’s global influence, the rise of the welfare state in the 1930s and Keynesian macroeconomics that most capitalists and politicians wanted diluted, if not eliminated. 

 

In August 1938, French and American scholars participated in a colloquium - Comité international d'étude pour le renouveau du libéralisme (CIERL) which American journalist/political analyst Walter Lipmann headlined in Paris. Ideological nuances emerged between the faction that Lippmann and Austrian scholar Friedrich Hayek headed against that of militant anti-Keynesian Étienne Mantoux and the “Manchester School” economists, especially Ludwig von Misses who favored “pure market” economics without any state involvement. 

 

Making the state-backed market the core of the social contract, everything in society from personal freedoms and rights to privileges rested on the market, without a social safety net or the state assuming any stimulative role in the economy through public enterprises to address unemployment amid contracting cycles. The welfare-state bureaucracy was the enemy to be replaced with a business-welfare state structure aiming to shift public resources to support private capital. This was based on the theme of private appropriation of public income and greater redistribution from labor to capital.27

 

Arising from the chaos of transitioning out of the war economy to the unregulated civilian economy in the 1920s during postwar reconstruction, American interwar isolationism combined with lingering chaotic market-based conditions in Europe and the colonies, global dislocation was a prescription for economic disaster. The 1920s was the decade of market preeminence with trading blocs, uncoordinated, if not clashing central bank monetary policies, and reckless bank lending linked to unregulated stock market speculation. 

 

Against the background of minimal government market interference and lack of international monetary coordination, world trade fragmentation, banking speculation and rising tariffs, a deep cyclical economic depression was inevitable, built into the system. The political question was whether to save capitalism under an authoritarian regime and sacrifice liberal democracy, try to save both, or possibly face social revolution as did Russia in 1917, if nothing else succeeded within the system intended to preserve the capitalist system.

 

As a result of the stock market and banking speculation, combined with the debt crisis in the Caribbean and Latin America, the New York stock market crashed in 1929, unveiling jungle capitalism beneath the illusion of postwar economic expansion. Governments and politicians around the world, especially in the US, found the solution in Keynesian economics to sustain the capitalist system and preserve social harmony by building and strengthening the social welfare state with the support of trade unions. It was against this backdrop that neoliberalism as an ideology emerged to reaffirm the validity of a political economy in ruins. At the Paris conference that Lippmann hosted, one of the proposals was to convert the social welfare Keynesian state into a corporate welfare state. The far-fetched idea in 1938, the corporate welfare state proposal became institutionalized four decades after Lippmann’s Paris conference.28

 

After WWII, the Truman administration focused on integrating as many countries as possible under America’s aegis to manage the capitalist world economy through various programs, including the Bretton Woods System. The Truman Doctrine, the Marshall Plan, and the General Agreement on Tariffs and Trade (GATT), all with geopolitical and geoeconomic goals, intended to generate capitalist growth. However, they were also a means to prevent workers from gravitating toward trade unionism and leftist movements, guiding them instead toward the pro-business mainstream. 

 

Breaking from FDR’s policies, Truman was responsible for promulgating the Cold War and laying the groundwork to shift from social welfare Keynesianism to military Keynesianism, prioritizing the defense sector as Pax Americana’s global geopolitical and geoeconomic leverage. Using the Cold War as justification, President Dwight Eisenhower continued to strengthen the military-industrial complex which absorbed the surplus capital and mitigated contracting economic cycles. By the late 1950s, the balance of payments surplus of the late 1940s turned into a chronic deficit. The IMF privately informed the Eisenhower administration that the chronic current account deficits placed the dollar’s integrity as a reserve currency at risk and posed long-term problems to the US and global economy.29

 

Continuing to roll back Keynesianism at home, the US expected the rest of the world to go along with the transformation policy by IMF and World Bank guidelines on economic development, trade, fiscal, monetary, foreign investment, and labor policy. The two international lending institutions based their policies on a free-market model which necessarily entailed eroding the Keynesian welfare state, reducing tariffs, opening the economy to foreign capital, weakening and/or privatizing public enterprises, and weakening trade unions. 

 

A prelude to neoliberalism, the strategy intended to strengthen capital, especially multinational enterprises at the expense of workers in core nations and periphery alike. Against the background of the nascent Soviet-American confrontation, Austrian scholars Hayek, Ludwig von Mises, and Karl Popper, along with American economists George Stigler and Milton Friedman reignited the neoliberal flame by forming the Mont Pelerin Society, which coincided with the Truman Doctrine and IMF launching global operations in 1947.30

 

Three years before the Mont Pelerin meeting held in Switzerland, Hayek published The Road to Serfdom, castigating as “authoritarian” not just Soviet Union and socialism in any form, but Keynesianism for its extensive income redistribution policy component, and the social welfare system as part of market equilibrium strategy. Ignoring the fiscal structure’s historic role as an instrument of hierarchical income distribution at the core of the market economy, Hayek criticized Western progressives for advancing the thesis of Nazism as a manifestation of the “dying capitalist system”. Somewhat typical of early Cold War thinking, his critique implied that the enemy was not the Nazi state, but socialism and Keynesianism that defeated the Axis Powers.

 

Among scholars arguing that neoliberalism was not consistent with Adam Smith’s laissez-faire economics, French philosopher/historian Michel Foucault noted that neoliberalism advocated market construction through active political intervention. From Harry Truman to Jimmy Carter, the US, Western Europe, and most of the capitalist world pursued a policy mix that retained a weakened social welfare component as a means of sustaining the market and sociopolitical equilibrium during the Soviet-American confrontation.

 

Once Margaret Thatcher took office in 1979 and Ronald Reagan in 1981, fundamental differences between classical liberalism and neoliberal ideology intended to transform the world looked very different from what Foucault had speculated. In Critiquer Foucault: Les années 1980 et la tentation néoliberale, Daniel Zamora points out that Foucault betrayed the left by mis-analyzing neoliberalism. This was during the post-Vietnam Western economic and foreign policy malaise marked by defaulting all structural problems to Keynesianism, without uttering a word about military Keynesianism. 

 

After Thatcher took over, she adopted Freidman’s monetarist dogma and Hayek’s harsh anti-society (anti-Keynesian) beliefs. Long before Thatcherism, IMF policies contained neoliberal elements imposed on developing nations trying to secure monetary stabilization loans in return for adopting austerity measures as a prelude to borrowing from private financial institutions. The IMF’s long-standing practice entailed income transfer from the working class to domestic and foreign businesses, and from the periphery to the metropolis. 

 

Disillusioned with Keynesian capitalism, Foucault ignored such important historical facts, perhaps because IMF-World Bank policy and its impact on the Global South was outside of his research focus. Although he delivered the lectures (The Birth of Biopolitics, 1979) before Thatcher and Reagan implemented neoliberal policies, his initial analysis of neoliberalism was in part a reaction to the French and global economic crisis of the 1970s. Like many analysts, Foucault was in search of an alternative model to the stagnation of Keynesian statism that yielded low growth under high inflation without offering much growth prospects after the Arab-Israeli War of 1973 and the OPEC reaction precipitating the oil crisis. 

 

Foucault did not place the proper weight on several salient factors, including the arms race and containment militarism that the US and its junior partners had embraced as a cause of stagflation. This oversight further obfuscated the larger picture of the world capitalist system’s postwar evolution, including the empirically baseless assumption that the development model after Keynesianism would somehow benefit society more. Nor did he take into account that the IMF and World Bank had already established the foundation for neoliberalism on a world scale since the late 1940s and the transition was about to start in the UK and US. At the very least, he could have considered that neoliberals were using Chile as an experiment when Foucault was writing.31

 

For its part, the US had another pretext to pursue “military Keynesianism” to manage its imperial interests; most notably, to maintain growing non-Western markets, and access to energy and minerals for industrial expansion. As reflected in the chronic balance of payments deficits and the dollar’s artificially high value and subject of international speculative profiteering, the price paid for military Keynesianism was to drain precious resources from the civilian economy. No country other than the US enjoyed the privilege of borrowing on its own currency, in essence writing a blank check when the account showed deficient funds. Given the dollar’s global use for trade and investment, the value was artificially high amid chronic current account deficits at the expense of its partners, causing trade imbalances due to the artificial value that the dollar determined.32

 

Two years after Nixon de-linked the dollar from gold in August 1971, a Western-wide economic dislocation followed the energy crisis of 1973. In retaliation for the US supplying Israel weapons during the Yom Kippur War (October 1973), the OPEC oil embargo triggered the energy crisis which turned into a global economic crisis. Against the background of the post-Vietnam stagflation economy, the capitalist class was eager to further weaken the Keynesian social welfare state that on the surface appeared to be the cause of limiting capitalist appropriation. In the absence of catalytic geopolitical developments, neoliberalism would not have taken place based solely on Keynesianism’s failure to deliver optimal returns to capital and economic growth, as Foucault argued in his lectures.33

 

The convergence of geopolitics and economics played a salient role in the weakening of the US at the core of the world capitalist system. Neoliberalism’s embryonic evolution took place against such a global context at the end of the Vietnam War amid internal dynamics determining each country’s struggle with economic growth that appeared to be part of a long cycle that had run its course. From the late 19th century to the present, the geopolitical-geoeconomic nexus and shifting core in the world system have played a contributing role in the social structure cycles of capitalist appropriation and accumulation. 

 

Most studies on neoliberalism have a trans-Atlantic (northwest Europe-US-Canada) focus, placing secondary significance on the periphery’s role; a thesis which several scholars developed, among them Samir Amin (Accumulation and Development, 1974). While the state’s role assumes great significance in the political economy, the unequal relationship based on the patron-client (core-periphery) integration model is considered only on the margins, if at all. Policy transition from the Keynesian era to neoliberalism required not just the international financial institutions setting the ideological groundwork, but forging of a political consciousness at the national level in developed and developing nations.34

 

Contrary to the neoliberal model’s claims under Thatcher and Reagan, no economy in history has ever existed in the absence of the state’s interference in terms of fiscal, monetary, trade, investment, labor, and tariff policy. From Lipmann’s Paris Colloquium to the IMF and World Bank analysts preaching the gospel of free enterprise as a means of making neoliberalism widely acceptable in developing countries, neoliberal apostles have been deceiving governments and the world, if not themselves. Neoliberalism engenders and preserves market hegemony over every sector for the sake of securing appropriation and accumulation at labor’s expense. From the 1980s to the present, the neoliberal political economy’s goal has been to mold all institutions, public and private, while transforming society by re-writing the social contract.35

 

Ever since Hayek’s conference in Mont Pelerin, neoliberals have failed to address the contradiction of transitioning from the social welfare state to corporate welfare, while insisting that they are advocates of free enterprise. Promising that market hegemony would result in society’s ‘modernization’ whose benefits would filter down to all classes, commonly baptized “trickle-down economics” under Reagan, the result has been a wider socioeconomic gap, marginalization, and democracy’s steady decline along with living standards, while rightwing populism was gaining momentum.36

 

Replete with modernization theory assumptions, a theory that emerged after WWII when the US took advantage of its preeminent global superpower status to impose a transformation model on much of the non-Communist world, neoliberal ideology was creeping into the mainstream in the 1970s. In an influential work entitled The Stages of Economic Growth: A Non-Communist Manifesto, (1960), Cold War liberal Walt Rostow articulated the modernization development model that neoliberal ideology ultimately absorbed.

 

At the center of the US-Communist rivalry rested the struggle for global markets, raw materials, especially strategic minerals, and geopolitical advantage to secure economic benefits. Transcending macroeconomic perimeters, Rostow’s modernization theory was based on imperialist assumptions about the Western patron-client model which reflected US global hegemony determining the world order through both economic and military means. This necessarily entailed supporting military Keynesianism as a means of undermining and ultimately defeating the Communist bloc. Although the enemy was hardly a monolith, considering the Sino-Soviet split after 1956, which coincided with the Hungarian Revolution against the USSR, it was in the US interest to present Communism as monolithic to justify the Western geopolitical and geoeconomic bloc.37

 

The challenge for the post-WWII bourgeois political class operating on consensus-building assumptions was to mobilize a popular base that would afford legitimacy to the social contract with a Cold War dimension intertwined with the political economy. The issue for mainstream political parties was never whether there was systemic injustice with the social contract. Rather, it was the degree to which the masses would be co-opted through various methods to support the status quo at home and the capitalist world order against the Communist bloc. In so far as Keynesian social welfare remained a viable policy, it was to stimulate consumer demand that political parties needed as a tool to prevent working-class radicalization. 

 

Considering that America’s social contract reflected the Soviet-American confrontation justifying military Keynesianism, it was inevitable that all non-Communist countries would follow the Western superpower’s lead. Foucault’s assumptions about the quasi-statist model’s bankruptcy by the 1970s notwithstanding, the Cold War, especially the Vietnam War which much of the world opposed, was both a contributing factor to the decadence and fanatic dogmatism of that era, while serving as an impetus for the neoliberal model’s global ascendancy. 

 

“A generation ago,” Josh Friedman and Michael Lind pointed out, “the country’s [USA] social contract was premised on higher wages and reliable benefits, provided chiefly by employers. In recent decades, we’ve moved to a system where low wages are supposed to be made bearable by low consumer prices and a hodgepodge of government assistance programs. But as dissatisfaction with this arrangement has grown, it is time to look back at how we got here and imagine what the next stage of the social contract might be.”38 

 

Disagreeing only on how best to achieve capital accumulation, while retaining sociopolitical conformity, Keynesianism and neoliberalism operated under the same social order. Friedman and Lind’s argument illustrates how some analysts easily misinterpret nuances within the social contract, attributing them to the covenant’s macroeconomic goals. Similar to the view expressed in the article above, the New America Foundation’s publications identify specific aspects of Arthur Schlesinger’s Cold War militarist policies enmeshed with social welfare Keynesianism. 

 

This mix represents the evolving social contract and the new reality of the US at the core of global capitalism. Rooted in the 19th-century Manifest Destiny philosophical doctrine, American political elites and academics in their quest to justify foreign intervention and the patron-client relationship with the Global South assumed that the US had earned the right to determine the world balance of power under the Cold War-Bretton Woods transformation model.39

 

Identifying the Cold War-Bretton Woods social contract with a specific set of policies under various administrations reflecting the nuances of political class strategies to mobilize popular support and forge political consensus, some analysts contend that the European Union-wide social contract advanced neoliberalism following in Thatcher’s footsteps. In the name of the transformation’s global reach, European Union members subordinated their national sovereignty to the regional bloc as the best means to remain globally competitive collectively. This was the best route for European companies to reduce their tax/tariff costs, increase market share, and use the bloc as leverage internationally. 

 

Apologists of Pax Americana maintain that from the Marshall Plan in 1948 to Charles de Gaulle withdrawing France from NATO’s military structure in 1966, Europe owed its ascendancy to the US as its senior economic and strategic partner. A gesture of symbolic significance about Europe’s relative rising strength, de Gaulle’s gesture coincided with the waning of the dollar’s value and the US's weakened economic role. Mutual ideological, political, geopolitical, and economic interests kept relations cordial between the US and its European partners. Through the regional economic union, Europe pursued globalization as aggressively as the US, Japan, Australia, and Canada.40

 

Neoliberal transformation’s global reach was more challenging for the US and its G-7 partners to impose on developing nations. This is because the patron-client relationship between the core and periphery entailed uneven terms of trade at the expense of the Global South’s “dependency” on the industrialized West. Rooted in 19th-century imperialism, the patron-client relationship became more pronounced under the neoliberal status quo, demanding a weakened state structure catering only to businesses under diluted national sovereignty. 

 

Not only had the patron-client model failed to deliver on the promise of post-WWII socioeconomic development and social justice, but it perpetuated external dependence on the Global South, cyclical debt crises, and chronic underdevelopment by focusing on financing finished products by exporting raw materials. In part, the cyclical debt crises that IMF austerity and policies caused in part meant greater dependence and borrowing with downward pressure on wages and lower living standards.41 

 

A unique exception to global neoliberal transformation, China, which embraced aspects of neoliberalism at home, linked its economy to the world capitalist system and benefited more from neoliberal globalization than the rest of the world. Following the shift from a command economy under Chairman Mao to developmentalist capitalist reforms under Deng Xiaoping (1982-1987), and an increasingly mixed economy under Jiang Zemin (1989-2002), rapid industrial development in the nascent stage of global ascendancy coincided with neoliberal transformation. 

 

China’s average annual per capita income was $195 in 1980, about the same as India’s at the time that neoliberalism was reinventing the UK. Indicative of a remarkable achievement in rapid economic development and upward mobility, in comparison with downward mobility in the West, by 2021, China outpaced the world in GDP at $27.2 trillion against the US at $23 trillion, measured in purchasing power parity (PPP).42 

 

Partnering with private companies, and engaged in compulsory technology transfer, Chinese state-owned enterprises helped the country’s rapid domestic economic development and global integration, while also pursuing social development and massive domestic and international infrastructure programs. Consolidating its indispensable position in the neoliberal world economy under a mixed model with statist policies that the Communist Party was coordinating in a partially planned economy, China’s goal has been to out-compete the G-7 group and to closely integrate as much of the world as possible, above all Asia and Eurasia. From an economy comparable to the average in the Global South, China leaped forward to the semi-periphery by the Great Recession of 2008. 

 

Thereafter, it began competing with the US head-to-head, matching it in GDP-PPP terms by 2016, and consistently surpassing it. China’s astronomic economic rise prompted a renewed US-led Cold War containment policy while continuing to engage China economically. Indicative of far-reaching interdependence, from which neither party could disengage, both Washington and Beijing have tried to influence other governments and international organizations, including the WTO, World Bank, and IMF, all of which modified Beijing’s behavior in geoeconomics from which China benefited.43

 

Long before the trans-Atlantic core countries institutionalized neoliberalism and before China’s global integration, IMF-imposed austerity linked to monetary stabilization loans was the leverage to compel developing nations to weaken the social safety net while transferring income from the working class to capital. IMF fiscal adjustment around the world helped China absorb surplus capital at a time when several governments turned to Beijing for trade and investment deals owing to cheap labor and a growing domestic market. IMF austerity linking monetary stabilization loans as a prerequisite for development loans from the World Bank and private markets credit rating was similar to imperialist financial control that prevailed in the 19th century. One key difference is that China indirectly benefited without suffering the austerity stigma attached to the IMF whose policies Beijing has supported.44

 

Narrowly focused on market efficiency, rarely do IMF austerity apologists mention fiscal adjustment and neoliberalism’s far-reaching social costs or the erosion of democracy. Representing big capital focused on the promise of allowing the market to do its magic to advance capital at any social and political cost, Milton Friedman and other neoliberals were deliberately oblivious to downward pressure on working-class living standards. A testament to neoliberalism’s smooth transition within the social structure, the general public took it for granted that the political economy operated in the background like passing clouds before the rain. 

 

George Monbiot of The Guardian raised a few basic questions about the degree to which the general public has remained mystified when it comes to the social contract under which society operates. “Neoliberalism: do you know what it is? Its anonymity is both a symptom and cause of its power. It has played a major role in a remarkable variety of crises: the financial meltdown of 2007-2008, the offshoring of wealth and power, of which the Panama Papers offer us merely a glimpse, the slow collapse of public health and education, resurgent child poverty, the epidemic of loneliness, the collapse of ecosystems, the rise of Donald Trump. But we respond to these crises as if they emerge in isolation, apparently unaware that they have all been either catalyzed or exacerbated by the same coherent philosophy; a philosophy that has – or had – a name. What greater power can there be than to operate namelessly?”45

 

Whether under the liberal-pluralist Western umbrella where remnants of Keynesian social welfare remain, or under a regime claiming the “electoral democracy” label, but imposing authoritarian policies, the political and social elites’ strategy disagreements are about dogmatic rightwing culturally-determined ideology of social exclusion vs. inclusive populism of identity politics. The disagreements serve to distract and further confuse the public, while the political leadership of opposing camps represents the neoliberal social contract.46

 

Throughout the Western World, conservative and liberal political parties and the media have been celebrating neoliberalism’s triumph which Communism’s fall validated, especially for Pax Americana. By the end of the 1990s amid the dot.com bubble, it became obvious that history was not “ending”, not any time soon, as Francis Fukuyama (The End of History) was speculating in 1992. In retrospect, history was merely starting a new chapter of concentrated capital and intensified class war. Besides weakened progressive parties, middle-class and working-class living standards experienced chronic decline amid the rise of the populist right and an effective co-optation strategy of both liberals and conservatives.47 

 

Globalization enthusiasts never mention Chile where the IMF and the neoliberal Chicago Boys caused misery on a wide scale during the US-backed dictatorship of Augusto Pinochet (1973-1990). A dictatorship that neoliberal apostles Friedrich Hayek, Milton Friedman, and James Buchanan supported, Pinochet’s regime proved neoliberalism’s transformation from the Frieberg School (Ordo-liberalism School) of Walter Eucken, Franz Böhm, and Hans Großmann-Doerth intending to reinvigorate classical liberalism in the 1930s to the identification of neoliberalism with a brutal dictatorship. The neoliberal model in a Third World country could hardly have any resemblance to what would take place in the trans-Atlantic core. Nevertheless, authoritarian Chile was neoliberalism’s laboratory that the Western political, media, and business establishment hailed as a success.48

 

Refusing to acknowledge that class war has been responsible for a wider socioeconomic chasm and rightwing populism, neoliberal apologists dismiss any criticism and resistance to neoliberal authoritarianism. Although illiberal democracy found a home in the traditional conservative camp in core and periphery alike by adapting to local conditions, liberals and rightwing populists have supported neoliberal goals, but not the same political strategies leading to autocratization. Despite divergence on cultural issues finding expression through identity politics, the common goals converging has contributed to apathy and cynicism that has benefited the far right and alienated the left.49

 

Under Thatcher and Reagan, the UK and US governments privatized public enterprises and outsourced services. Neoliberals insisted that the government-owned too much of the economy, over-regulated it, and choked economic growth by protecting labor with a costly social safety net. As part of market efficiency, neoliberals promoted deregulation and elimination or at least reduction of anti-corruption laws for business violations in everything from work safety to environmental issues, and from banking allowing for multi-layered scandals in stock market abuses. By lowering taxes on the wealthy, transferring massive capital from welfare programs to corporate subsidies, and pursuing a low-interest-rate policy, the state helped to strengthen capital at labor’s expense, all along legalizing previously illegal financial crimes.50 

 

Aggravating the debt-to-GDP ratio, especially when adding massive defense spending to the mix, rising public debt entailed weaker currency and further downward pressure on wages failing to keep pace with inflation. Public debt became another state subsidy for the private sector at the expense of workers and the middle class. The media and mainstream analysts used the issue to justify further trimming everything from cutting social security to raising health care costs, arguing that social welfare is a parasitic impediment to economic growth.51 

In a brief article entitled, “How the Welfare State Became the Neoliberal Order”, Pablo Preluca notes that consequences of the transition transcend the narrow boundaries of development models and are at the heart of social and institutional relations. “Neoliberalism could be seen as a reaction: not against developmental plans, but against the balance of power—that is, the power of workers about the power of capital—that underpinned the welfare state.”52 

 

As much in the US as in Europe, workers have been the target of deeper cuts in compensation and benefits. At the same time that most countries have raised the retirement age, the state targeted pension reform, collective bargaining, and the right to strike. Slashing social programs and unemployment benefits which neoliberals view as “work disincentives” started during the 1980s, continuing throughout the world until the mass UK and French labor protests in 2023. Regardless of the political regime, the trans-Atlantic transformation model began to redefine the social contract for the entire world, undertaking a massive transfer of income. Through market ethics individualized while rejecting the Keynesian social context, neoliberalism redefined the social contract solely around capital’s interests, thus reshaping the social order on a world scale.53 

 

Since the early 1950s, IMF currency stabilization loans and World Bank development loans represent neoliberalism’s historical continuity and were instrumental in the erosion of the social safety net and social justice. Working with large banks and multilateral institutions like the IMF and World Bank which use loans as leverage to impose neoliberal policies on debtor nations desperate to become credit-worthy, raise capital in the private markets, and attract foreign investment, developing nations acquiesce to the neoliberal social contract. The results include financial dependence, unequal terms of trade, and an endless debt-borrowing cycle. The working class suffers downward living standard pressures and governments become more authoritarian to counter popular resistance to neoliberal austerity.54

 

Using the pretext of reducing public debt by reducing public sector spending invariably has meant dismissing workers and curtailing regulation on foreign capital investment. Preconditions to qualify not only IMF currency stabilization loans, but World Bank project loans, among other government-guaranteed and/or consortium loans, entailed the unavoidable bait of neoliberal policies. Contrary to promises of reducing debt, IMF austerity aggravated public debt and kept developing nations economically weak and externally dependent on low living standards.55

 

The oil embargo of 1973 resulted in quadrupled price per barrel which coincided with the US withdrawing from Vietnam, the revolutions in Iran and Nicaragua in 1979, and the USSR sending troops to support the pro-Moscow Afghan regime (People’s Democratic Party of Afghanistan) a devastating impact not only on the American establishment but on how the rest of the world viewed the US. The socioeconomic and political elites in the US were concerned about the weakened economy amid the post-Vietnam malaise and about losing the investment world’s trust.

 

Instead of addressing the structural problems by reexamining exorbitant defense spending, capital concentration, and economic and social development strategies toward growth, neoliberal advocates proposed slashing social welfare and taxes paid by corporations and the richest individuals as a means of strengthening capital. Meanwhile, the US raised defense spending from $113 billion in 1978 to $300 billion during Reagan’s last year in office. Thatcher also pursued militarist policies, partly as a means to enforce unpopular neoliberal policies, including the privatization of public firms, undercutting middle class and workers’ living standards, but also to support the defense sector.56

 

Coinciding with post-Vietnam pessimism about Pax Americana’s future, neoliberalism’s nascent stage provided a new impetus for defense spending. In “War profiteering: the neoliberal militarism” Jordi Calvo Rufanges points out that, contrary to commonly-held views, defense spending is not strictly limited to the military budget, as many assume. Such spending involves many sectors from scientific research and development to consultants and banks. 

 

“Hence, when it comes to military spending, military R&D, companies and military industries, and arms purchases, we have to pay attention not only to the defense budgets of the states but also to budgets of other ministries such as industry. Together they finance the whole military business cycle. The other elements that form a part of the cycle are the arms trade, which also includes financial institutions that hold the entire cycle, as well as shareholders of military enterprises that finance the industry operations and the arms trade.”57

 

Beginning with the Thatcher-Reagan era, every sector from government agencies to universities, and from hospitals to corporate-linked charitable organizations emulated the business management model. Especially in the US, hospitals treat patients, including mental patients, as customers. As part of social welfare cuts, the Reagan administration released mental patients from public institutions thereby creating a homelessness problem along with the failed PR war on drugs campaign. Promoting neoliberal policies globally as part of “good governance”, a euphemism for self-regulating markets and limited state welfare programs, the US identified neoliberal transformation with democracy and castigated any system deviating from market orthodoxy.58 

 

Celebrating the twilight of the welfare state in the 1980s, to maximize profits the entire institutional structure was deliberately injurious to the working class and the environment. As the Soviet bloc crumbled in the late 1980s, neoliberals felt optimistic about the transformation model’s global reach. In the 1990s, several Eastern European and trans-Caucasus countries went from the Soviet bureaucratic socialist system to neoliberal authoritarianism with a highly hierarchical social structure.59

 

Blurring the lines between legitimate and illegal business, and seeking to profit from privatized public assets, state-linked oligarch capitalist practices undermined any possibility of an inclusive democracy focused on social development. Western banks, real estate, and other corporations laundering Eastern European money were part of the same neoliberal mold identified with democracy. Oligarchs became the new privileged class, contributing to systemic corruption throughout the world, especially in G-7 countries where they invested in various sectors from taxis to high tech, from the stock market to real estate to launder money.60

Unconcerned about the social consequences of rising socioeconomic inequality and autocratization becoming the norm, neoliberals remained committed to unfettered market hegemony at any social and political cost. In pursuit of consolidating transformation on a world scale, the neoliberal politicians and media preached subordinating to the market popular sovereignty and consent from which the state’s legitimacy emanates. Precipitating downward social mobility that extended into the middle class, neoliberalism’s emancipatory promise was to strengthen capital. 

 

Even when stock market and banking deregulation led to recurring banking crises and global economic contractions from the mid-1980s to the Great Recession of 2008, and on to the US regional banking crisis of 2023, neoliberals blamed the remnants of the welfare system, and the government for fiscal and monetary policy, along with restrictive banking regulations. Predictably, the neoliberal solution was to provide even greater safeguards and incentives to capital in the form of corporate subsidies, greater tax cuts, deregulation, and outsourcing of public services to the private sector. Similar neoliberal reactions and proposed solutions were evident from the pandemic of 2020 to the global stagflation of 2022-2023.61

 

Molding the social environment and hegemonic culture reflecting the hierarchical class structure and market-driven social marginalization, the neoliberal social contract became more entrenched from the Great Recession to the stagflation of 2022-2023, resulting from the US-led coalition trying to save neoliberalism by violating its globalization imperative and resorting to fragmented weaponized bloc trading. Symptomatic of central bank policy and capitalist appropriation, inflation's monetary and price-formation dimension resulted in strengthening the strongest sectors within the capitalist world economy, thus leading toward increased capital concentration.62

 

As reflected in sharp defense budget increases by the G-7, especially the US, Germany, France, and Japan, reinforced military Keynesianism took precedence over social development. Emboldened that there was no competing ideology from any government challenging capitalism after the fall of the Soviet bloc, Western neoliberals aggressively pursued globalization under the deregulation-corporate welfare and anti-labor policies. All along, they insisted that supporting capital entailed economic growth and job creation.63 

 

Within the neoliberal world economy, China which pursued a hybrid model and resisted US-led pressure to adopt unfettered neoliberalism, benefited more than the rest of the world from globalization. Its policy mix to achieve economic growth took into account upward social mobility, including wiping out extreme poverty, never a goal of any neoliberal government. Coinciding with China’s economic ascendancy, neoliberalism’s global reach appeared to favor the US-based unipolar world order. By the Great Recession of 2008, it was evident that the Trans-Atlantic core was undergoing a deep structural crisis. Because China was the catalyst in mitigating the global recession’s impact to serve its own economic stabilization and employment goals, there was no doubt about a shift in the world capitalist system’s core from the G-7 to China, with India desperately fighting not to be left behind the global competition.64

 

Considering that China’s mixed economic model accounted for its astronomic rise in the 21st century at a time of G-7 decline, Beijing took advantage of globalization, making optimal use of its human capital and vast internal market to leverage trade and foreign investment policy. Fearing that China was challenging the unipolar US-based world order, the US-G-7 goal was to impose the Washington Consensus on Beijing’s one-party state to strengthen capital and weaken the state, thereby preserving the waning unipolar world order. 

 

Without much economic leverage to force the trans-Atlantic neoliberal model on China, the US fallback position was to drive Beijing toward higher defense spending and deprive it of markets where the US had influence. If undercutting the civilian economy to speed up its eventual demise worked against the Soviet Union, the US assumption was that it would also work against China's reluctance to adopt the Washington Consensus.65

 

Besides China limiting defense spending to well under 2% of GDP and focusing on combining import-substituting industrialization and export-oriented growth along with massive spending on domestic and Asian infrastructural development, other countries experimented with developmental policies on a much smaller scale while protecting the social safety net. Most of the EU members retained aspects of the social welfare state, while some of the former Soviet republics, including Russia, the trans-Caucasus, Eurasian, and several Eastern European countries pursued authoritarian neoliberalism, often following the advice of Western consultants, most of them linked to governments, IMF, or World Bank.

 

Neoliberal policies were tailored to clientelist politics and crony capitalism in the Middle East, Africa, and Asia where pluralism and multi-party traditions were not very strong historically owing to colonial or semi-colonial rule. As analyzed in the next chapters, the executive branch used the office to reward small cliques, including top military and police officials, as well as relatives and loyal political associates within the bureaucracy and private sector. This left some Western multinationals and governments vehemently objecting to difficulties competing within such a clientelist system, demanding greater access to market share.66 

 

Whether under a neoliberal authoritarian state like Hungary under Viktor Orban, a clientelist-patronage state in the Middle East like Egypt under Abdel Fatah al-Sisi, or any pluralist regime in Western Europe, ‘market omnipotence theory’ has been the catalyst under the umbrella of the neoliberal social contract in the first two decades of the 21st century. 

 

As Harvey Cox put it in “The Market as God”, there are parallels between the neoliberal dogma and St. Augustine’s City of God (426 A.D.), written as a Christian apologia during the Fall of the Roman Empire, promising an eternity of bliss to the faithful. Despite its catastrophic results for workers and the environment, neoliberal divination’s appeal in collective faith for market efficiency is a transcendent experience and rests partly on dogmatism linked to the infallible political economy promising deliverance from community obligations and emancipation of the individual.67

 

Despite the neoliberal serial crises as they unfolded from the savings and loan crisis of the late 1980s, the “dot-com bubble” of the late 1990s, the Great Recession of 2008, the tragedy of the COVID-19 pandemic erupting late in 2019, and the Russian invasion of Ukraine followed by global stagflation due to US-led sanctions, the neoliberal social order further consolidated gains as authoritarianism experienced a global surge.68 

It would have been unthinkable in the Thatcher-Reagan decade for two presidential contenders in France’s election (April 2022) to represent the center-right pluralist neoliberal camp of incumbent Emanuel Macron facing challenger Marine Le Pen of the neo-Fascist National Rally. Even more inconceivable, in September 2022, Italy elected Giorgia Meloni, the first postwar pro-Fascist Prime Minister, in a coalition that Fratelli d’Italia led to victory. In the same year, Hungary’s rightwing prime minister Viktor Orban easily won reelection, and Sweden Democrats, a neo-Nazi party, became the second most popular in a country known for its strong democratic commitment. These elections signaled that neoliberalism’s continued impact in core and periphery alike, while the progressive movements have not scored comparable victories.69 

 

Against the political backdrop of pluralism vs authoritarianism political competition taking place under the neoliberal umbrella, sociopolitical, economic, and cultural polarization has benefited the far right whose rise is symptomatic of the transformation’s global reach in all facets of society. Contrary to what some political analysts were predicting about the pandemic resulting in a return to democratic politics and a compassionate society where greater social justice would ensue from the Great Recession to the pandemic, the entrenched economic elites and political class became more determined to strengthen finance capital while crushing any opposition regardless of whether it came from leftist critics advocating systemic change or Keynesian reformists. Disillusionment among the waning middle class and even a segment of workers led to the rise of far-right political parties and regimes.70 

 

Especially after the Great Recession, the rise of populist rightwing regimes alarmed liberal and progressive politicians about what socioeconomic polarization would entail for the political consensus under the neoliberal model. While the capitalist class remained united in its goal for capitalist appropriation and class war, it has been divided about how best to achieve it and preserve social conformity.  

 

A number of European neo-fascist parties insist that they operate within a democracy, including “Sweden Democrats”, Slovenian Democratic Party, Hungary’s Fidesz-Christian Democratic People's Party, the Freedom Party of Austria, Czech Freedom and Direct Democracy, the Progress Party of Norway, Netherlands Forum for Democracy, to mention some of the more important ones. The liberal pluralist camp has been willing to preserve some of the most essential elements of the Keynesian welfare state, including social security, health care, and education, with some entitlement programs such as unemployment benefits and veterans’ programs, but nothing resembling pre-Thatcher-Reagan era conditions.71

 

As a means of safeguarding and expanding their interests under an authoritarian regime, neoliberals have also been using traditional conservative and rightwing ideology and political strategy to mobilize popular support. The US Democratic Party, British Labour Party, Canada and Australia’s Liberal parties, and France’s La République En Marche have been moving closer to the rightwing populist positions on economic, social, and cultural issues ranging from lower tolerance on immigration to regimenting labor unions. The pluralist camp’s neoliberal policies drove disgruntled voters to the populist-exclusionary far right promising punitive measures against migrant workers, trade unionists, environmentalists, Muslims, and alternative lifestyle advocates.72 

 

Part of the convergence between the pluralist and rightwing political parties can be explained by campaign financing sources linked to corporate interests. Ranging from religious to anti-abortion, and varieties of nationalist/nativist elements to anti-migrant xenophobes, rightwing groups emerged during the embryonic stage of neoliberalism largely because of Western geopolitical and economic destabilization in the Middle East and Africa, at a time of chronic downward social mobility. 

 

Although neoliberalism has resulted in rising inequality and loss of public confidence in the social contract, the mass media has so obfuscated these core issues that despite general agreement on credibility based on the social contract’s lack of fairness and equity, many working-class voters fail to see the common denominator of class solidarity amid class war. Instead, they blame groups within the working class, including trade unionists, and support either the inclusionary pluralist or the exclusionary authoritarian neoliberal political parties aiming at the same neoliberal economic goals.73 

 

More likely to survive under an authoritarian regime than a pluralist one, the neoliberal order will eventually collapse under the weight of its contradictions and declining legitimacy among an ever-larger segment of the population opposing it amid inter-elite conflicts. COVID-19 demonstrated that without massive public funding in every sector from vaccine subsidies to the hospitality sector, the “free market” left to its own devices is incapable of surviving. It is not simply a matter of one crisis but of successive ones each more severe and widespread. If the state’s role is to pour public funding to buttress the private sector, it necessarily follows that the state’s function is to safeguard and augment private capital, while maintaining a minimal social safety net to maintain social conformity.74

 

Adding to the model’s inherent contradictions, the geopolitical dimensions of the US-China global competition and Western sanctions promoting block trading and higher global defense spending are signaling the twilight of neoliberal transformation as the model is withering from an inability to resolve its contradictions. The Great Recession, followed by popular resistance from ‘Occupy Wall Street’ to the Arab Spring, from global anti-IMF austerity protests to trade union strikes and rallies, and from chronic downward social mobility to geopolitical international rivalry have strengthened economic nationalism to the degree some question the waning model’s ability to survive under the new dimension of increasing fragmentation. 

 

In his essay on economic nationalism in the age of neoliberalism, Yorgos Rizopoulos, argues that if one scratches the thin surface of nationalist rhetoric, there is not much substance to the apprehension of returning to the protectionist interwar era policies. “Currently, the United States conducts policies guided by geopolitical considerations which can have significant consequences on the modalities of globalization. However, in general, the material base for classic protectionism is undermined and the probability of thorough nationalist policies is low…”75

 

Although conditions are very different today than in the interwar era, there are some disturbing parallels specifically with trading blocs, overvalued weaponized reserve currencies, and rising nationalism among neoliberalism’s contradictions sounding the alarm for its inevitable demise. Even before Russia invaded Ukraine in February 2022, the US and China were engaged in a fierce global competition for core hegemony in the capitalist system. Unable to compete with China’s Belt and Road Initiative (BRI) and the race for tech superiority, the US resorted to sanctions, tariffs, and a proxy war against Russia which is China’s most important geostrategic ally. 

 

To rally support around the inherently weak dollar and waning Western-centered global trade block relying on the preeminence of semiconductors, artificial intelligence, biotechnology, financial services, electric vehicles, and to a lesser extent liquified natural gas, the US compelled its trading partners to become more dependent on the US while selectively blocking Chinese foreign investments, reshoring operations from China to the home base or other countries. 

Similar to the early Cold War, the geopolitical and geoeconomic landscape of the 2020s is intended to strengthen Pax Americana. In the name of trans-Atlantic strategic, economic, and political solidarity, the US has been buying time. Great Britain did the same with the Sterling Area in the 1930s, refusing to accept the structural shift in the world capitalist system. The inherently weak but overvalued weaponized dollar has a few similarities with Britain’s Commonwealth interwar experience of using the colonies and the Commonwealth countries to save the beleaguered British Empire. 

 

Given that the Great Depression and WWII dealt the final blows to the aging empire at a time when the US was already the world economy’s core, all efforts of British revival were futile. Bloc trading, global economic fragmentation, and economic nationalism at least in some symbolic forms for most countries, backfire and undermine capitalism on a world scale today as they did in the interwar. Even under such challenging conditions, the neoliberal transformation’s global reach continues to thrive but hardly looks promising.76

 

Historically, great powers have collapsed under the weight of domestic and foreign policies riddled with contradictions which the political and social elites defend because they are invested in the status quo. As they become more desperate and aggressive in the pursuit to maintain fading glory, the elites become increasingly sadistic, taking out their frustrations institutionally on the masses, exactly as Johan Huizinga observed in Homo Ludens, (1938).

 

As sociopathic sadism finds expression in public policy and social and international relations, the lives of the people become increasingly difficult. In the twilight of their power, imperial networks become desperate, aggressive, and reckless. Divisions among the elites about the manner to preserve the status quo filter down to the rest of the population. Knowing that they are especially dependent on countries under their aegis to maintain waning power at home, great powers in decline become increasingly aggressive, refusing to address the root causes of decline. Opting for military solutions in their inability to compete economically undermines public confidence in the social contract and results in declining credibility.

 

As the declining power, the US has been using military means and varieties of economic measures exposing contradictions in the transformation model amid the struggle to retain global hegemony. Inexorably operating within the same capitalist world system, development models also reflect the power struggle not only of political parties in their quest to manage the political economy but also inter-elite competition either to maintain or modify the status quo. 

 

In the second half of the 2010s, the BREXIT movement, British conservatives, and far-right elements demanding withdrawal from the EU seemed to illustrate a lack of support for neoliberalism among the political and socioeconomic elites. This was farthest from reality. The BREXIT proponents overriding concern was that neoliberalism under EU market restrictions hindered the model at the national level and prevented optimal economic benefits, while national income was unevenly distributed causing socioeconomic imbalances. 

 

The same mode of thinking prevailed among some capitalists in other countries within Europe and beyond. Before BREXIT and the rise of rightwing populism in the US, Brazil, India, and Eastern Europe, among other countries, neoliberal nationalism precipitated democracy’s decline in every single case. This reflected the model’s exhaustion with alternatives for capitalist appropriation and accumulation, while also trying to mobilize citizens behind the social contract. An elite-led counterrevolutionary movement, neoliberalism will not survive longer than Keynesianism. The evidence is very clear as it creates perpetual crises while reproducing itself. 

 

Slowly drowning in the chaotic contradictions of inter-class alliances and policies contributing to rising inequality and authoritarianism, combined with increasingly aggressive reliance on geopolitics to resolve such contradictions through market expansion under coercive conditions points to the model’s twilight. The problem is that locally and globally, the elites’ sociopathic sadism makes the path to neoliberal decline more difficult for the working class and challenging for the shrinking middle class.77 

 

CHAPTER I: 

 

The Social Contract, Neoliberal Ideology and Development Models

 

Social Contract Theory

 

At the G-20 meeting in March 2020, World Bank President David Malpass promoted neoliberal policies as an economic remedy for the impact of COVID-19. “Countries will need to implement structural [neoliberal] reforms to help shorten the time to recovery and create confidence that the recovery can be strong.  For those countries that have excessive regulations, [social welfare] subsidies, licensing regimes, trade protection or litigiousness as obstacles, we will work with them to foster markets, choice, and faster growth prospects during the recovery.”78 

 

The World Bank president’s neoliberal promotional speech revealed apprehension that the pandemic could expose the social contract’s continued detrimental impact on the middle class and working class. This was especially so in poorer nations accusing the rich Western countries of practicing vaccine apartheid. Although policy nuances in different countries reflect the institutions, social relations, and hegemonic culture, the neoliberal social contract is the common driving force throughout the world. Departing from the historical social contract’s theoretical perimeters, neoliberalism has redefined capitalism’s narrow boundaries. 

 

Eighteenth-century social contract theory was a manifestation of classical liberal ideology intended to empower the middle class. Along with limited government, liberty through mainstream public inclusion/participation and the potential of upward social mobility were at the core of classical liberal theory. The result of neoliberal policy is forging social relations based on social inequality and political division for the sake of market hegemony at the expense of a docile working class. Because the judicial and legislative branches of government and the entire mainstream institutional structure take into account capital’s essential role, some scholars have argued that capitalism’s neoliberal phase could be described as neo-feudalism – social relations with the state-protected privileged propertied class determining the fate of the working population.79

A reflection of the political economy and social structure, modern social contract theory has its origins in the transition from subsistence agriculture under the feudal-manorial social order to commercial agriculture and the emergence of long-distance trade under capitalism in what originally Fernand Braudel, and later Immanuel Wallerstein described as the long 16th century (1452-1630) of social discontinuity. Departing from the feudal-manorial order lasting from the fall of the Roman Empire in the fifth century to the end of the Black Death in the fifteenth century, Hugo Grotius (1583-1645) argued that northwest Europe’s political order was rooted in a social contract. This was a means of advancing the natural rights of individuals bound together under one government for society’s welfare.80

 

Reflected in the nascent phase of early 17th-century capitalist Holland, the view that sovereignty rests with the governed assumed coherent philosophical dimensions in the work of John Locke, father of Western Liberalism and precursor of the Enlightenment. Refining social contract theory, Locke argued that sovereignty rests with the people whose consent affords government legitimacy. While consent theory predates capitalism, theory from practice differs. In theory, there is the impression of an all-encompassing doctrine of the collective citizenry. Given Locke’s criteria for property ownership linked to political rights under the social contract, inequality is built into the bourgeois social contract. It is far harsher in daily life than it appears in theory.81

 

Analyzing the relationship between the individual and the state, some scholars maintain that the social contract is about the degree to which the government advances a set of social and economic policies intended to benefit the governed. Although this is the social contract’s theoretical assumption, the problem arises when the governed lose confidence in the state’s legitimacy; an important point that Locke analyzed during the Glorious Revolution of 1688-1690 in Two Treatises of Government. Deconstructing the subject of popular sovereignty, the classical liberal definition links property qualifications to individual liberties and accordingly to social and political privileges. Besides hierarchical criteria, the assumption of a capitalist social order stems from citizens’ consent for the sake of social harmony, safety, and security, and presumably from economic growth, instead of chaos under a sovereign above public accountability.82

Building on Locke’s liberal philosophy and opposed to the tyranny of France’s Absolute Monarchy, Jean-Jacques Rousseau wrote in The Social Contract (1762) that: “Man is born free, but everywhere in chains.” The statement reflects the views of many Enlightenment thinkers who believed that society’s modernization was not possible in the absence of a social contract taking into account “natural rights”, presumably of all people on whose consent the sovereign’s legitimacy rests. Rousseau’s approach to government by consent by the totality evolved into merit-based criteria by placing the common interest (General Will) above the individual but without clarification of what constituted the abstract “General Will”. 

 

Departing from Locke’s liberalism based on property ownership and individualism at the core of his political thought, in the Discourse on Inequality, (1754) Rousseau rejected wealth as the sole criterion of value in society. He maintained that appropriation rests at the root of institutionalized inequality and oppression of individuals against community interest. Like Locke, Rousseau recognized the state’s role as an “association which will defend the person and goods of each member with the collective force of all.” The basis of social contract theory accounts for the sovereign power’s legitimacy and justice, thus resulting in public acceptance of the status quo regardless of social inequality.83

 

As the division of labor underwent systemic changes owing to successive industrial and social revolutions, social contract theory evolved in the last two centuries. From the first Industrial Revolution in 18th century England to the European-wide social revolutions of 1848 and down to the counterrevolutionary neoliberal transformation, working-class co-optation into bourgeois political parties as a popular base in the age of mass politics has identified social contract’s goal with capital. In theory, acknowledging the “rights of the people”, a political concept projecting the appearance of egalitarianism, capitalism always operated under varieties of regimes from absolute monarchy to social democracy. This further beclouds the argument about capitalism’s presumed harmony under a Lockean liberal regime to the exclusion of others.84

 

The late 19th-century second industrial revolution precipitated the creation of large enterprises and the rise of the trade union movement amid greater division and specialization of labor. Big business created the need for a bureaucratic regulatory state with agencies intended to stabilize and grow capitalism amid predatory oligopolistic practices undermining market conditions and social relations, especially amid international competition for markets. Nineteenth-century northwest European, US and Japanese industrialization resulted in the expansion of the middle class acting as a buffer between capital and the working class subservient to the social contract theoretically predicated on upward social mobility. 

Combined with inherent contradictions in capitalism regarding economic growth, which implies shared prosperity, capitalism’s cyclical contractions on a world scale (the 1840s, 1870s, and 1890s), diluted the social contract’s promise of upward social mobility more in the colonized Global South than in the Western metropolis. Given the political economy’s structure, industrial, scientific, and technological progress benefited primarily the upper echelons in the social order with the greatest consumption power enjoying the derivative benefits of favorable public policy. The second industrial revolution’s impact on the international division of labor resulted in upward social mobility in the advanced capitalist countries at the expense of the Global South.85 Factoring in race, ethnicity, gender, urban/rural divide, and religion, working-class marginalization remained a permanent dimension of social relations in exclusionary politics. Along with imperialist policies determining the world division of labor, surplus value is the underlying factor in the mode of production.86 

 

The impact of WWI, American isolationism, the British Sterling Area-Commonwealth bloc, and lack of central banks’ coordination, combined with hyper speculation by banks and stock markets contributed to interwar economic dislocation amid a rush by the Great Powers to make up for losses suffered during the decade of war and reconstruction. The rise of the Axis Powers (Italy, Germany, and Japan), and authoritarian regimes throughout the world in the interwar era reflected capitalism’s crisis contributing to the public’s loss of confidence in Enlightenment Age liberal principles.87

 

To the degree that the Keynesian model restored some stability in social relations to preserve capitalism under the Enlightenment’s philosophical foundation, many leaders from Roosevelt’s New Deal to French President Leon Blum’s working class-middle class coalition under Front Populaire (1936-1940), and Chile’s President Pedro Aguirre Cerda’s El Frente Popular (1938-1941), accepted the Keynesian social contract as the new norm. 

 

In a weaker form, the Keynesian welfare state prevailed in what Eric Hobsbawm called the postwar ‘golden age of capitalism” (The Age of Extremes: The Short Twentieth Century, 1914–1991), until the post-Vietnam global energy crisis precipitating a capitalist-manufactured accumulation crisis. In the 1970s, the nature of the accumulation crisis centered around “deficient surplus value” owing to stimulative aggregate demand arising from the stimulative Vietnam War economy. Considering that inflation-adjusted wage rates remained stagnant from the mid-1960s to the mid-1970s, labor costs were not a factor in the capital accumulation crisis.88

 

With the advent of Anglo-American neoliberalism in the 1980s, government, media, and mainstream institutions indoctrinated the public throughout the world to reject the Keynesian social contract as obsolete and an obstacle to economic growth. To a considerable degree, military Keynesianism undermined the welfare state more in the US than in Northwest Europe. Neo-classical advocates insisted that left to its own devices, the market adjusts eventually, even during high unemployment and market disequilibrium.89

 

By the 1970s, at the national and international levels, a loss of confidence in the social contract was manifested in the breakdown of the postwar bourgeois consensus. Despite the oil crisis of 1973, neo-corporatist Japan emerged as a global export power by 1977. While some countries, especially France, were concerned about the US using its global dollar dominance to maintain economic hegemony at the expense of the rest of the world, Japan challenged competitors seeking market share. By the end of the 1970s, the welfare state lapsed into crisis only in so far as capitalists viewed it as a burden against their stagnant profit margins.90

 

For apologists of the market economy, the remedy was slashing social welfare and keeping a lid on wages, along with a fiscal policy favoring the higher income groups, which came down to income transfer from labor to capital. Eager to accommodate capital, conservatives moved to the extreme right embracing neoliberalism and populism to justify radical slashing of the social safety net and reducing the tax burden on the rich. This was first tested in the UK and the US, driving some centrists to embrace conservatism because they feared the reactionary far right. The center-left became part of the liberal center. Consequently, socioeconomic and political polarization accompanied the shift from Keynesianism to neoliberalism.91

 

While the transition was gradually becoming apparent to the general public by the early 21st century, there was also no doubt about the rise of right-wing populism in several countries. The seeds of authoritarian neoliberalism were sown during the 1980s but continued during the pluralist Clinton-Blair era when a neoliberal Gilded Age manifested itself in the hegemonic culture permeating society during the high-tech decade of the 1990s. 

 

From North America to historically progressive Scandinavian countries with a very strong social welfare safety net in comparison with the rest of the world, the shift from Keynesianism to neoliberalism was unmistakable. Amid stagnant wages, rising social marginalization, and erosion of popular sovereignty, the neoliberal opium of the people was the culture of atomism and yuppie techno-homogeneity replacing the diverse counterculture of the 1960s.92

 

Instead of a collective body to which the state must respond, the neoliberal social contract substituted citizens with the libertarian concept of individual producer/consumer. Commodifying and monetizing the citizenship concept, social contract theory was essential in forging consumer-citizen consent for the social contract. Substituting the classical liberal concept of the state’s accountability to the people for submission to the market, neoliberalism disparaged the concepts of “public welfare” and popular sovereignty. No matter the populist rhetoric distracting the public from the ideology's goal, neoliberalism’s practical aim was to downsize democracy as a consequence of downsizing Keynesian welfare.93

 

As Regina Queiroz argues, “It also points to the importance of the political category of “the sovereign people”, which is all the greater where illiberal and undemocratic political alternatives jockey to fill the vacuum left by a system that, at its ideological core, cannot acknowledge the common good.” 94 Dismissing the assumption of “public value governance” at the core of the classical liberal and Keynesian social contract, neoliberals regard it as antithetical to the hegemonic market.95

 

Rejecting the theoretical premise of the “common good” as a political goal, or at least a moral ideal, the neoliberal social contract only recognizes the individual consumer-citizen, not society. Yet, class war is at the center of its strategy, manifesting itself in various domains from labor policy to fiscal policy. Since the dawn of civilization, the individual was never divorced from the community’s social fabric, no matter the dogmatic attempts by Western apologists of capitalism to justify the atomistic value system. 

 

Just as religion was intertwined with the identity of the faithful in Western Christendom of the Middle Ages, and the theocentric value system, modern secular ideology under capitalism fulfills a similar goal. Some scholars have criticized neoliberalism as a secular religion, “sacralization of the market”, as Luca Mavelli calls it. Mainstream politicians, business people, educators, journalists, and even clergy around the world have embraced aspects of the neoliberal ideology and adjusted their operations accordingly. While government bureaucracies validate it, the media and all mainstream institutions reinforce it, hegemonic culture promotes and projects it as the norm.96 

 

Neoliberal Ideology

 

In an interview in 1987, UK Prime Minister Margaret Thatcher reflected on the views of Friedrich Hayek whose ideology profoundly influenced her. "They are casting their problems at society. And, you know, there's no such thing as society. There are individual men and women and there are families. And no government can do anything except through people, and people must look after themselves first. It is our duty to look after ourselves and then, also, to look after our neighbors.”97 

 

In her official capacity, Thatcher articulated the absence of social collective and conscience, recognizing only individual interests that transcend society. In Politics, Aristotle argues that society precedes the individual. Human beings are social creatures, forming social organizations to continually build society and share common goals for the good of all, at least theoretically as an ethical imperative. If no society precedes the individual, then Thatcher was not elected prime minister to lead a country with common institutions and goals for a society that transcends the individual as Jean-Jacques Rousseau argued in The Social Contract (1762), reflected the philosophical spirit of the Enlightenment.

 

Implicit in Thatcher’s “there is no society” comment is Hayek’s dismissal of the “social” as a “weasel” concept, reflecting an elitist anti-Keynesian and anti-working-class ideology. This goes beyond the social contract concept of popular consent from which political legitimacy emanates, as Locke articulated in Two Treatises of Government (1688). Neoliberal ideology is not only at odds with Locke’s philosophy, but opposed to John Stuart Mill’s Considerations of Representative Government (1861) which argues that government’s goal is the common good and greatest happiness for all citizens.98 

 

Neoliberalism deviated not just from late 19th-century utilitarianism and reformist liberalism during the second industrial revolution (1870-1914) amid changes in social relations, it was a reactionary ideology so militantly against Keynesianism that its inspiration was monopoly capitalism and repackaging of Social Darwinism. Neoliberal transformation necessarily entails not only commercial Darwinism, but at its core the ideology is based on inequality and the perpetual transfer of income from the laboring classes to capital. Serving and subsidizing the self-regulated commercial Darwinist markets, neoliberalism redefined the concept of governance by usurping public policy to serve capital.99 

 

Beyond the ideological perimeters of classical liberalism, Thatcher’s neoliberal ideology defies common sense of interwoven community interests and ignores that society molds human beings as social animals. Institutional conditions regiment individual behavior not only through legal enforcement mechanisms but through the hegemonic culture that indoctrinates the individual into conformity. From natural disasters and pandemics to socioeconomic crises, the individual’s fate is intertwined with society. 

 

Even Emile Durkheim, who did not view society as the totality of its citizens, recognized the validity of the collective conscience behind which rests social currents, rules, and norms; all indicative that society regulates the individual as part of political and institutional socialization. Sacrificing society for the sake of strengthening capitalism, neoliberal ideologues reject Hegel’s view of the social contract that the state preserves society by safeguarding general or universal interests transcending the individual, an Enlightenment-era concept influencing 19th-century political thought. 

 

For neoliberals, the Hegelian view that people gain rights after a historical social struggle is an anathema. Hayek makes a distinction between ‘true individualism’ identified with John Locke, Adam Smith, David Hume, and Edmund Burke versus ‘false individualism’ of 18th-century French among other continental writers emphasizing reason that led to 19th-century socialism. The Enlightenment’s emphasis on the application of reason and scientific approach to solve society’s problems was intellectually dishonest; at least, according to Hayek who had no moral qualms supporting Chile’s military dictator Pinochet.100

 

As the new temples of neoliberal dogma that no one must question, stock exchanges and investment financial institutions are society’s catalysts to the narrowly defined concept of progress. Vilifying the working class and pauperism reflecting individual failure and obstruction to economic progress, the precursor to neoliberal class war can be found in the early industrial policy of England’s “Poor Laws” (1834 Poor Law Amendment Act). Manifestations of industrial capitalism’s ‘progress’, the British Parliament enacted such laws to punish poor adults and children alike by confining them to workhouses of forced labor under unhealthy and dangerous conditions in exchange for housing and food.101

 

Industrial Revolution apologists contended that poverty was a reflection of individual character flaws, not structural conditions resulting in subsistence wages. A contemporary version of 19th-century industrial capitalism’s anti-poor and anti-working-class statement, Republican Senator Chuck Grassley defended tax cuts to the wealthy while berating workers for lack of sound financial decisions and moral lapses. “I think not having the estate tax recognizes the people that are investing — as opposed to those that are just spending every darn penny they have, whether it’s on booze or women or movies.”102 

 

Rightwing class-war rhetoric had a large audience to which the GOP Iowa senator was appealing. Unlike the liberal experiment, Keynesian social welfare ideology never faulted the poor for structural poverty which capitalism causes.103 Grounded in laissez-faire and social Darwinist principles that affirm social progress as defined by material self-interest based on the metaphysics of racial and biological superiority, neoliberalism challenged the liberal institutional consensus. 

 

Along with Ludwig von Mises and Karl Popper, Friedrich Hayek became Europe’s ideological apostles reconfiguring classical liberalism into a neoliberal ideology that subverted democracy from the French Revolution to the Great Depression. Considering that even amid the Great Depression there was fierce political and business opposition to Keynesianism, neoliberalism emerged at a key juncture in the postwar era when there was neither economic depression nor war to justify continuing with Keynesian social welfare policies. Other than Western-inculcated fear of Communism as a means to engender sociopolitical conformity, the dawn of capitalism’s golden age offered the right environment for neoliberal philosophers like Popper to replace Keynesianism.104

 

Best known for “The Open Society and its Enemies” (1945), Popper decried interwar Fascism, Nazism and Communism. Adamantly against the Keynesian consensus as he was against Marxism, Popper’s views reflected the Red Scare and Cold War political climate. Supporting Western capitalist hegemony as a means of preventing the spread of Soviet Communism’s anti-capitalist propaganda, Popper, among the few pioneer neoliberal intellectuals of his generation, rejected Keynesianism and Socialism, refusing to acknowledge that the logical result of neoliberal policies intended to strengthen capital would unavoidably erode liberal democracy and degrade social justice. 

 

Where Hayek found social justice meaningless, Popper only rejected the means that socialists employed to achieve it as a transcendent ethical goal. Part of the 20th-century philosophical school that decried political and scientific dogmatism, Popper had no problem promoting neoliberal dogmatism and justifying it based on "negative utilitarianism", namely, minimizing suffering as a public policy goal, rather than state mechanisms maximizing happiness through material security. 

 

Criticizing Plato and Marx’s utopianism, Popper maintained that the goal of their philosophy was social engineering. Although from different perspectives and centuries apart, Plato and Marx placed social justice's ethical, political, and social dimensions at the center of their political philosophy. By contrast, neoliberal thinkers cannot reconcile class-war ideology with any dimension of social justice for it is an obstacle to capitalist appropriation.105

 

Aiming for more than citizens’ mechanical compliance, neoliberal ideology projects the illusion that individual life matters, but not individuals as part of working-class solidarity. To actualize neoliberal myths of a utopian world that emulates the marketplace in every aspect of one’s existence, the ideology aims to retain the privileges of the billionaire’s neoliberal subjectivity rather than address the unemployed worker’s plight. 

 

“The transition from organized capitalism to neoliberal hegemony over the recent period has brought about a corresponding transformation in subjectivity.” Jim McGuigan maintains. “Leading celebrities, most notably high-tech entrepreneurs, for instance, operate in the popular imagination as models of achievement for the aspiring young. They are seldom emulated in real life, however, even unrealistically so. Still, their famed lifestyles and heavily publicized opinions provide guidelines to appropriate conduct in a ruthlessly competitive and unequal world.”106

 

Promising the opportunity for upward social mobility, neoliberals try to convince voters around the world that the corporate welfare state is the only hope for a better life, while the Keynesian social welfare state is parasitic and market-inefficient obstructing capital growth. Many in the middle class and a segment of the working class, especially in former Communist bloc countries where people entertain an idealized vision of bourgeois society, accept the neoliberal transformation model as the norm. Just as readily, they accept the myth that the individual, not the political economy embedded in the social contract is responsible for structural problems determining social relations.

 

Empirical evidence aside, the myth of individual self-blame rather than systemic causes from structural exploitation prevails, even more so in the former Soviet bloc than in the West. In 2019, Eastern Europeans earned 65 percent of the EU's average national income. From 1980 to 2017, Europe’s poverty rose from 20 to 22 percent, while the income of the richest one percent grew twice as fast as the bottom half of the population. Despite downward living standards pressure, the majority of voters support EU integration operating under neoliberalism and its expansion on a patron-client division basis, regardless of rising illiberal democracy.107

 

Ideologically, neoliberalism differs from liberal democracy as it evolved in late 19th century Western Europe, the US, Canada, and Australia. During the era of William Gladstone, a four-term prime minister between 1868 and 1894, the ideology of liberal democracy became closely identified with his reformist policies. This was especially after the Reform Act of 1884–85 granted the vote to agricultural workers, and the Redistribution Act of 1885 called for representation based on 50,000 voters per member in the legislative constituency.108

 

Reflecting the need to professionalize government bureaucracies and mitigate the effects of monopoly capitalism in society, Gladstone’s reformist brand of liberalism spread to the European continent and the US. The evolving liberal ideology during the Second Industrial Revolution ushered in progressivism which redefined the state’s role as an arbiter intended to harmonize inter-class and intra-class interests. In the era of monopoly capitalism, trusts, and cartels precipitating socioeconomic disequilibrium at a time of a rapidly growing lower middle class and a mass consumer economy, reformist politicians were concerned that capitalism was a victim of its predatory practices.109

 

Unlike liberalism’s ideological redefinition assigning regimented market perimeters to ensure balanced inter-sector growth during the progressive era, contemporary neoliberal ideology decries the state as an obstacle to market efficiency leading to growth. Inspired by English conservative opponent of the French Revolution Edmund Burke, and diehard anti-Keynesians Hayek, Popper, Friedman, and especially Walter Eucken also promoted ordoliberalism, a juridic-political institutional mechanism for finance-dominated accumulation and a model for heavy reliance on the monetary order to achieve optimal economic outcomes. All of them were aware that monetary policy was another mechanism to subsidize capital and strengthen finance-dominated accumulation tantamount to class war. The process entailed higher unemployment and depressed aggregate demand mostly in consumer spending, while strengthening the cash-rich strongest business at the expense of the credit-dependent weaker ones, thus resulting in oligopoly capitalism.110

 

Largely responsible for the mutation of 19th-century liberalism under the neoliberal umbrella operating within different political modalities aiming at the same goals, ordoliberalism invariably entails social disorder and chaos governance, leading toward monopoly capitalism. Another ideological dimension favoring concentration, the financialization of the economy entails that the financial sector, especially the stock market, has a preeminent role in determining economic policy and measuring the nation’s wealth largely according to securities speculation which the state subsidizes in various forms from monetary to fiscal policy, not to mention bailouts.111

 

Turning back the clock on the regulatory aspects Progressive Era’s centralization, expansion, and professionalization of the bureaucratic state to accommodate big business and the expanding consumer base amid changing demographics in industrialized nations, neoliberals advocate a bureaucratic framework popular among capitalists and political supporters from the dawn of the English Industrial Revolution to America’s Gilded Age (1870-1900) when there were no state mechanisms to regulate monopolies in transportation, mining, food and drugs, child labor, especially work-related health and safety. 

 

Unlike progressive liberals advocating a professional merit-based state structure with robust regulatory agencies to harmonize the market economy and minimize monopolies’ role in oil, mining, transportation, tobacco, among industries precipitating market disequilibrium and inequality, neoliberals dogmatically advocate a fundamentalist dogma that would restore unfettered market hegemony. Despite efforts to make liberal democracy more inclusive and tolerant of previously excluded groups, the Progressive Era’s goal was not social justice, but rationalizing the economy. 

 

Advocates recognized that market rationalization with the state as a catalyst for stability would strengthen evolving consumer capitalism. Nor was the Progressive Era free of racism, sexism, and ethnocentrism in the Age of Imperialism when US states permitted schools to teach Herbert Spencer’s Social Darwinism, racist pseudo-science. Emulating Gilded Age wealth concentration and government promoting big capital, neoliberalism tossed out rationalizing the economy and broadening the social consensus, subordinating the consumer-citizen to its market hegemony ideology.112

 

The theme of markets over states at the core of neoliberal ideology evolved in the UK and the US in the 1980s. The driving force behind the market hegemony thesis was economist John Williamson. Affiliated with the corporate-funded Peterson Institute for International Economics think tank, he articulated the “Washington Consensus” in 1989. By the time that the Washington Consensus was the ideological foundation for the transformation model, neoliberal ideology was already a policy in the UK and the US. Suffering through the US Savings and Loan crisis in the ‘lost decade’ of rising debt, a form of subsidy for the capitalist class oblivious to cycles of debt that IMF-style austerity was precipitating mostly in the Global South, several Latin America countries embraced the Washington Consensus which perpetuated greater dependence, underdevelopment, inequality, and authoritarianism.113 

 

Encouraging governments around the world to adopt the Washington Consensus, the IMF, World Bank, Western governments, and multinational corporations were using financial, trade, investment, and geopolitical leverage to impose the transformation model’s international conformity across all mainstream institutions. Embedded in the Washington Consensus ideology, financialization was one of its dimensions that led to the Great Recession. Coinciding with the demise of the Soviet bloc, China’s thorough integration into the world economy included joining the WTO in 2001, two decades after the IMF and World Bank had recognized it. Market apologists insisted that there was no alternative to the neoliberal dogma under the aegis of the US-based “unipolar” world order.114

 

Although the Washington Consensus quickly swept much of the world, by June 2016 the IMF admitted that the development model had been oversold on false premises. In September 2022, the IMF criticized conservative Prime Minister Liz Truss for proposing tax cuts mostly to the rich, thereby raising the public debt, and risking rising inequality at a time when the Bank of England was raising interest rates to control inflation, a factor in contributing to inequality. 

 

Whether in a developed nation with a reserve currency like the UK, Lebanon, or Sri Lanka, neoliberalism delivers capitalist appropriation at the cost of rising social inequality. Although neoliberalism sunk Sri Lanka into chaos in 2022-2023, the IMF imposed more austerity along with a series of neoliberal measures in March 2023. Despite UN and World Bank programs presumably designed to reduce global poverty and inequality, neoliberal policies created greater poverty.115

 

Similar to the elites of the Gilded Age, neoliberals are oblivious to rising inequality and to authoritarian politicians who campaign the wealthy finance. Harboring disdain for the working class, they reject even in principle social responsibility on the part of the market accountable only to shareholders. Equating capitalist appropriation and concentration with progress achievable through market efficiency, neoliberals demand that capital must remain above public accountability. An instrument promoting income redistribution from the bottom up and capital concentration, government policies reflect the model’s goals, regardless of consequences on rising social and geographic inequality and what this entails for social harmony and democracy.116

 

While neoliberal ideologues castigate the welfare state and decry using government resources for social welfare, they believe that capitalists are entitled to appropriate public capital in various forms from low tax rates to corporate welfare. This is because they operate on the assumption that capital, not labor, is production’s catalyst. Neoliberal ideology perpetuates the myth of non-government interference, while corporations demand subsidies, and low tax rates, which in many cases amounts to zero tax liability because of loopholes. In addition, corporations demand legal and judicial protections not accorded to labor unions or labor subcontracting. Naturally, the underlying assumption of corporate welfare entitlement is that the national interest rests exclusively with capital whereas labor is capital’s designated enemy in the quest to maximize profits.117 

Even after the Great Recession exposed neoliberalism as a model thriving on chaos, which business analysts praise as ‘disruptive capitalism’, apologists of the system insisted that the cause of the recession was over-regulation, not enough privatization, public sector outsourcing contracts for businesses, corporate welfare, or low taxes. More ironic, they blamed central banks and regulatory agencies whose policies are designed to advance capital. Rather than pointing to the contradictions in the political economy for the cyclical crisis, and influential banks and corporations providing public policy advice, neoliberal apologists beat the same old drum of the non-existent Keynesian state.118 

 

Whether under a liberal-pluralistic political model or the rightwing populist, neoliberal hegemony entails employing every government and international organization mechanism in the advancement of international capital. As Riad Azar points out, “The common denominator is the empowering of elites over the masses with the assistance of international forces through military action or financial coercion—a globalized dialectic of ruling classes.”119

 

The war against Keynesianism was accompanied by sharply higher campaign donations that drove conservatives, liberals alike, and various center-left political parties to embrace neoliberal ideology as the guiding light for public policy to remold society. To mobilize the middle class and workers behind the neoliberal model, traditional conservative parties revert to an eclectic ideological mix of nationalism, militarism, and economic and cultural conservatism. Hiding behind the cultural and economic conservatism fig leaf, conservative parties flirt with racism, xenophobia, sexism, anti-intellectualism, and anti-humanism. This has been a part of the populist ideological mix intended to obfuscate neoliberalism’s class war impact on labor and marginalized groups.120 

 

Such an eclectic ideological mix was typical of interwar Fascism and varieties of authoritarian movements and regimes. Fully endorsing the neoliberal ideology as the catalyst to economic growth, pluralist liberals differentiated themselves from the populist right by emphasizing social inclusion and support for modest social development. Rejecting cultural conservatism, but not economic or class war goals concealed behind identity politics, liberals historically celebrate individualism which includes cultural/lifestyle diversity and equal rights within the context of the merit-based philosophy and market economy. Although neoliberalism’s short history has shown that it can easily coexist both with rightwing populism and multicultural liberal regimes, the latter has proved more effective in de-radicalizing and coopting the progressives.121

 

While Austrian and American neoliberals redefined classical liberalism against the background of Keynesianism, Lippmann’s political theory was based on the rule of law as the framework for the “free market”; itself as an elite-manufactured concept, as he acknowledged public consent (Public Opinion (1922). This marked the categorical rejection of collectivism not only of Bolshevism but any ideology based on populist ultra-nationalism.122

 

Influenced by the shock of the Bolshevik Revolution, the rise of totalitarianism in Italy and Germany, and Keynesian economics to address the Great Depression’s multifaceted systemic problems, Lippmann’s interwar ideological redefinition of classical liberalism presaged the 21st-century debate about neoliberalism’s compatibility with liberal democracy. In this respect, right-wing populists have been closer to Hayek’s ideological vein. 

 

Neoliberal disdain even for terms like “democratism”, a concept used to describe Lenin’s view of Socialist power resting on grassroots workers’ soviets, revealed that liberalism was itself problematic. Advocating that the state must impose “negative freedoms” and avoid “positive” ones, Hayek’s ideological support for illiberal democracy extended to the US-backed Chilean dictator Pinochet (1973-1990), after a CIA coup replaced duly-elected Salvador Allende.123 

 

“[Hayek] couched his defense of Pinochet in a broader context of supporting democracy only insofar as it contributes to the formation and maintenance of a liberal market order: “In Modern times there have of course been many instances of authoritarian governments under which personal liberty was safer than under democracies”. He offers Salazar’s “early government” in Portugal as an example and suggests that there are many democracies in Eastern Europe, Africa, and South America and Asia that fail to protect personal liberty.”124

 

Claiming that he preferred a “liberal”, by which he meant neoliberal, dictator like Pinochet to a “democratic government lacking in liberalism”, Hayek, Friedman, James Buchanan, and Theodore Schultz of the Chicago School made no apologies about opposing pluralism and the Keynesian state as obstacles to free market fundamentalism. Justifying support for dictatorship by making a distinction between liberty, a term-limited to market freedom, and democracy associated with a social safety net, they subordinated democracy to capitalist appropriation, laying the political groundwork for authoritarianism in the name of market freedom.125 

 

From the fall of the Communist bloc in 1991, to US-led sanctions on Russia in 2022, neoliberal authoritarianism found expression in many former Communist countries, including Hungary, Poland, Georgia, Moldova, Belarus, Azerbaijan, Kazakhstan, Armenia, and Kyrgyzstan. The same ideological debate was also at the core of the centrist vs. rightwing neoliberals whether in Trump’s America, Jair Bolsonaro’s Brazil, Emmanuel Macron’s France, or Narendra Modi’s India. The irony is that the West moved rapidly toward economic integration of former Communist countries, under the guise of ‘democratizing’ when in fact neoliberalism was on the agenda, not democracy.126

 

The most glaring contradiction of the neoliberal ideology is the ostensible celebration of free market fundamentalism as the panacea against the reality of a corporate welfare system and rigorous state interventionism to support capitalist appropriation. Resulting in massive income transfer from the bottom layers of society to the wealthiest few, this contradiction compels neoliberals in politics and media to engage in mass distraction and focus on identity politics, the cult of personality, militarism, and police-state methods, nativism and racism, culture wars, ‘clash of civilization’ and ‘end of history’ theories which reinforced the trans-Atlantic neoliberal transformation.127

 

Considering the four decades of wage stagnation and massive downsizing of public sector jobs (1980-2020) in the US, EU, India, and Latin America, ideological distraction served its purpose. In 2021-2022, employers, the media, and pundits tried to distract the public about downward social mobility by arguing there were jobs but people were rejecting them, leaving the impression that people are lazy and prefer to collect unemployment or welfare. By the end of 2022-early 2023, layoffs, especially in high tech, combined with wages failing to keep pace with inflation, proved the hollow propaganda regarding “labor shortages”. OECD reported that inflation-adjusted wages rose 6% from 1990 6% from 1990 to 2022, whereas net wealth for the richest 1% rose from 23.5% in 1990 to 31.9% in 2022.128

 

Defending neoliberal ideology against the reality of rising inequality, academics, journalists, and politicians advanced different theories on the need to continue consolidating the model into the institutional mainstream. Swept away by the enthusiasm of the Soviet bloc’s fall and China’s thorough integration into the world capitalist economy, Daniel Bell, in The End of Ideology (2000), argued that the world returned to old religious and ethnic conflicts around which ideologies have been molded.

 

Bell maintains that China’s integration into the global capitalist system encouraged Western neoliberals. “It's the end of ideology in China. Not the end of all ideology, but the end of Marxist ideology. China has many social problems, but the government and its people will deal with them in pragmatic ways, without being overly constrained by ideological boundaries. I still think there's a need for a moral foundation for political rule in China - some sort of guiding ideal for the future - but it won't come from Karl Marx.”129 

 

Besides Bell proclaiming the end of Marxist ideology, one of the most widely circulated ideological celebrations of the neoliberal era in the 1990s came from Francis Fukuyama’s The End of History. History has proved that the end of history theory was a premature celebration of Pax Americana’s triumph in Fukuyama’s highly imaginative work. Another theoretical weapon in the ideological arsenal of Western neoliberals and neoconservative militarists, in 2019, Fukuyama, whose earlier work has some traces of Hayek’s ideological influence, acknowledged that rightwing populism was a threat to liberal democracy.130

 

Favoring an ethics-guided foreign policy, in a post-Trump study, Fukuyama rejected cynical realism in resurgent Cold War policy. Merely because the Soviet bloc’s fall coincided with neoliberalism’s ascendancy and the unipolar world order, Fukuyama along with other Western analysts in the 1990s imagined Paradise on earth under a unipolar world order. Short-sighted scholarship in the 1990s and early 2000s sang the praises of neoliberal transformation intertwined with Communism’s downfall. 

 

Regardless of far-reaching structural problems, including the savings and loan crisis (1986-1995), the speculative derivatives market rooted in the economy’s parasitic financialization, insider trading, dot.com bubble, and the infamous ERNON scandal, and above all the Great Recession, costing the taxpayers billions, the fault was never with the neoliberal political economy. No matter what, the problem always rests with the few bad apples and bad governments failing to prevent the crises of capitalism. Fukuyama’s faint attempts to walk back some of the more egregious aspects of the ‘end of history’ theory in Liberalism and Its Discontents (2022) did not address social contract. Offering only the caveat of the dangers of the far right, he included the left in the same category, as though there is moral equivalence or the latter had any role in neoliberal policy.131

 

Among others swept away by the end of the Soviet bloc, which became synonymous with the ‘end of history’, Fukuyama provided the ideological fig leaf for global transformation under the “new world order” in which US unipolar hegemony presumably meant that neoliberalism’s global reach was a fait accompli for eternity. At least for the 1990s, the Western bourgeoisie breathed a sigh of relief under an integrated world in which the Washington Consensus would somehow magically solve humanity’s problems; and all simply because the bipolar Cold War order no longer existed to challenge Western capitalism. 

While Bell, Fukuyama, and other academics, journalists, and politicians celebrated the triumph of Western hegemony, they overlooked the chronic rising inequality and capitalist contradictions of their own time, conditions leading to the Great Recession of 2008, and the rising global tide of illiberal democracy. In their eagerness to denounce Hegelian historicism, they manipulated the concept from a philosophical to a political one, deliberately ignoring the reality of inequality and authoritarian conditions of the liberal Western world.132

 

An integrative world system on a quest for perpetually higher accumulation, capitalism makes it necessary to absorb all countries under the same model that the Western metropolis is pursuing. Enthusiastic about integrating China under global capitalism, Milton Friedman and other globalization proponents, including the IMF, World Bank, and private investors, made repeated efforts through economic, political, and geopolitical means to inculcate the merits of the neoliberal model in China as well as other former Communist countries. These were the same individuals who had no reservations about supporting neoliberal authoritarianism in Chile.133 

 

Deeply integrated into the world economy, the Chinese Communist Party rejected the Washington Consensus. Such a model would result in the withering of the strong centralized state’s role as a driving force for economic planning domestically and globally, and it would keep social development to a minimum. Before finally embracing the new ideology, Japan and South Korea, and to a lesser degree Taiwan had also resisted neoliberal transformation. 

 

Unlike their neighbors closely linked to the US, China maintained a mixed economy that took into account a heavy dose of statist policies to ensure the government’s role in managing the economy. Determining social relations, powerful state-owned enterprises, and the government’s major role in privately owned firms distinguished China from its neighbors. Taking full advantage of neoliberalism in the rest of the world, China’s globalization under an export-oriented growth strategy combined with import substitution, heavy state involvement in the economy, and social development raised the GDP and living standards very rapidly.134

 

“Departing from the Maoist emphasis on local self-sufficiency,” economist Isabella Webber notes, “the reformers have reintegrated China’s vast resources into the global division of labor and have thereby integrated China into neoliberal globalization. However, this integration is based on the premise of being controllable and controlled by the Chinese state and the CCP. The Chinese reform paradigm that emerged in the first decade of reform is marketization under the primacy of the state and not of private property. The market and private property are meant to serve the state’s developmentalist agenda. This form of marketization has reintegrated China into neoliberal globalization without, however, pursuing a wholesale adaptation of neoliberal economic policies.”135 

 

Just as Mao used nationalism to mobilize the masses in support of the revolution in the 1940s, Deng Xiaoping’s “reform and opening up” policy at the end of 1978 relied on nationalism to achieve social consensus for capitalist integration. All leaders thereafter employed a similar social consensus strategy. A strong element in ideological indoctrination, Western liberal and rightwing populist neoliberals also used nationalism to mobilize the masses in favor of transformation amid the dilution of the Keynesian state. Although there have been different political approaches about how best to achieve social consensus to promote neoliberal policies within a country and trade/currency blocs like the eurozone, the transformation model’s goals remained the same.136

 

Embracing both globalization and nationalism, capitalism’s neoliberal phase entails a borderless world for tariff-free trade and capital flows within the international institutional structure of the WTO, World Customs Organization, OECD, UN Conference on Trade and Development, (UNCTAD), IMF, and World Bank. Despite operating within the Westphalian system’s nation-state confines, capital has always been predicated on the same basic principles of accumulation on a world scale. However, the periphery has always been subject to uneven terms of trade at the mercy of the metropolis.137 

 

Dependent on patron-client integration, or interdependent inter-core relations, national economic development and the integrity of harmonious sociopolitical relations transcends international capital expansion under the neoliberal model. At the same time, neoliberalism needs the nation-state as a vehicle for pro-business fiscal and monetary policy at the national level and to redistribute income nationally. The nation-state further regiments the disparate social interests in a hierarchical society operating under the premise of liberal democratic principles, while serving as a vehicle to negotiate commercial agreements for an expanding market share in a competitive international field.138 

Whether in the form of sanctions, tariffs, capital investment restrictions, etc., geopolitical rivalries, especially among great powers competition for markets and balance of power, necessarily entail that economic nationalism and alliance trading blocs dilute and distort the neoliberal model. An ideology incorporating globalization under more favorable conditions for capital since the Age of Imperialism, neoliberalism is responsible for political and cultural nationalism as essential leverage on which politicians rely to forge social consensus. A salient factor in promoting nationalism, geopolitics has made it easier for the nation-state as a catalyst in the transition from Keynesianism to neoliberalism.139

 

Besides the reorganized nation-state, neoliberal ideology has co-opted Ideological State Apparatuses (ISA), including religious, health, educational, and cultural institutions, among others in all sectors of society, as well as NGOs. Arguing that ISAs perpetuate the capitalist social order, Louis Pierre Althusser, captured the essence of such mechanisms that help to indoctrinate and mobilize the masses in support of the status quo. Along with ideology as a driving force to keep citizens faithful to the social contract, institutional repression in varying forms is a parallel mechanism that the state uses to impose conformity. 

 

While peoples’ material concerns play a role in dictating political orientation, it would be misguided to dismiss ideology and culture. Along with various cultural influences, including religion deeply ingrained into society shaping peoples’ worldviews while keeping them docile, regardless of class, race, ethnicity, gender, or lifestyle differences, the media and social media’s role is of paramount importance. Although Althusser articulated the theory in 1970 "Idéologie et appareils idéologiques d'État (Notes pour une recherche)", a decade before the neoliberal institutionalization in the Thatcher-Reagan era, it is more relevant in the neoliberal era, given the ideology’s geographical and socio-cultural reach.140 

 



	
Combined with the state’s repressive mechanisms – police networks, security, and armed forces – ISA enforces conformity wherein social repression and exploitation operate within the boundaries that the state defines as ‘legal’, thereby affording them normative status within the social hierarchy. While global neoliberal transformation has taken place relying on indoctrination, repressive mechanisms manifested in economic and social policy have been at the core of IMF-directed or government-imposed austerity measures resulting in massive income transfer from the working class to capital. 

 

Ideology plays a key role in engendering mass conformity to policies resulting in income concentration, structural exploitation, and marginalization. At the core of the neoliberal value system rests the premise that modernization transcends social development and social justice. Even if the sacrifice means higher inequality, the neoliberal assumption is that society’s welfare measured against corporate finance as the driver for progress is worth it. Although during the neoliberal transformation, corporate scandals reached unprecedented levels, the state promoted the neoliberal model in every sector at the expense of labor and the middle class. Economic chaos, greater inequality, and political polarization were inevitable.





Almost three decades after neoliberal capitalism took precedence over the state, the Great Recession further exposed the systemic crisis owing to a combination of factors from financialization to banking deregulation in the 1980s, all related to the market infallibility dogma that the state implemented and businesses practiced. From 1980 to 1994, 1617 banks collapsed costing the public $160 billion. Comparing the very few bank failures under the Keynesian regulatory state versus the floodgates of failures under the neoliberal regime raises suspicions about the latter. International financial organizations and governments were as keenly aware of the root causes of the crisis as bank executives. Instead of foregoing the opportunity for greater profit knowing the government would bail them out, they dug in their heels and remained on the course of high-risk adventures placing investments in sectors even more speculative than previously, including cryptocurrency.141

 

In “The Great Transformation” (1944), Karl Polanyi argued that if the market is the sole mechanism determining the fate of human beings, society will be demolished. The inexorable symbiosis between the economy and social relations, formal transactions embedded in informal social transactions is characterized by the marked absence of social control over production and distribution with the only goal to realize greater profits. Neoliberal transformation is predicated on embeddedness for its success in securing popular consensus amid class war.142

 

As Polanyi described about the Great Depression, unchecked market forces resulted in society’s demolition. Ironically, remnants of the Keynesian state helped to mitigate the depth of the Great Recession to which deregulation had contributed, especially in banking and hedge funds investing in derivatives. Instead of absorbing the surplus capital through the fiscal system from big capital to stimulate growth and market equilibrium, the state offered more neoliberal policies responsible for the deep economic contraction in the first place. Long before the neoliberal era, the IMF and World Bank had been imposing austerity, deregulation, privatization, weakened social safety net, and currency devaluation in the Global South, thus, devaluing assets, including labor costs, for the benefit of large domestic and foreign investors. IMF and World Bank whose policies converged with the neoliberal model before institutionalization, resulted in greater inequality, foreign economic dependence under chronic balance of payments deficits, cyclical debt crises, and authoritarianism.143 

 

The consequences of neoliberal policies are not limited to downward social mobility and marginalization. Chronically weakening economies in the metropolis amid capital concentration, much weaker in the periphery, and sinking deeper in debt in the quest to bail out banks and insurance companies engaging in speculative activities of dubious legality have been the result of the neoliberal model. Where the IMF imposed austerity, neoliberalism precipitated authoritarian policies under elected regimes in developing nations that further eroded the social safety net. From November 2007 to May 2014, this was also the case with core countries in severe economic dislocation, measured in terms of job loss and recovery.144

 

Discrediting Keynesian ideology and undermining its policies in favor of neoliberalism in developing nations since the 1970s, the IMF and World Bank undercut the state’s ability to initiate economic and social development initiatives and weakened trade unions as the vanguard for such policies to promote privatization.145 As part of global transformation under cyclical austerity, regardless of whether the IMF formalized socioeconomic inequality with austerity measures or not, the neoliberal dogma’s legacy was autocratization. As a consequence of capital’s hegemony over the state, class war, socioeconomic inequality, and rightwing populism became as prevalent globally, amid a weakened social welfare state.146 

 

After the CIA-sponsored coup in September 1973, the weak state structure was more evident in Chile. The ‘Chicago Boys’ imposed the neoliberal model with a resounding success by the criteria of its advocates, Friedman, Hayek, and Buchanan, among others. Once Pinochet privatized the social security system, banks, and other state enterprises, reduced tariffs, surrendered central bank functions to private banks, cut taxes on the wealthy, and weakened the labor unions, the dictatorship resorted to violence to silence dissenting voices.147 

 

The result of massive income transfer from the working class and public enterprises to private domestic and foreign firms was that as a percent of nominal GDP external debt ratio rose from a low of 23.9% when the CIA helped to overthrow Salvador Allende to an astonishing 115.6% in 1985; all in the name of market efficiency. Despite such disastrous results, by the 1990s, neoliberalism became the prevailing doctrine among Latin American political and economic elites under US sponsorship. At the cost of rising cyclical debt, inequality, and poverty, neoliberal ideology prevailed because the local elites hoped to advance their interests closely integrated with those of international capital.148

 

Long before the neoliberal model advocates landed on Chile’s shores, spreading the ‘pure market’ gospel across the Latin American republics, northwest Europe and the US largely determined the region’s terms of trade as they did terms of trade in Africa where speculative commodities brokers in London, New York, and Chicago, not the producers, decided on raw material prices. Foreign-based companies dominating the export-oriented Latin American economies based on the primary sector, with a weak and primarily foreign-owned manufacturing sector, keep the region chronically dependent with low living standards in comparison to the G-7 countries.149 

 

Considering Latin America’s history of external dependence, the IMF, World Bank, and the ‘Chicago Boys’ institutionalized wholesale privatization of public enterprises while making sure that the republics remained trapped in debt cycles as policy leverage impacting all of society. Given the historical context, neoliberalism was not a radical departure from the IMF-World Bank post-WWII policy. “Neoliberalism supplied the general justification for the transfer of public assets and state-owned enterprises, paid for with public savings, even in areas considered "taboo" and untouchable until a few years ago, such as electricity, aviation, oil, or telecommunications.”150

 

In the name of upholding the virtues of neoliberalism as the ideology that replaced Keynesianism, the model’s apologists contended that global transformation would lift the entire integrated economy from the trans-Atlantic core to the Global South. Lofty claims of development and higher living standards notwithstanding, the Washington Consensus delivered a wider income gap on a world scale amid long-standing downward pressure on wages under authoritarian policies. Although the world economy was growing from the fall of the Soviet Bloc to the Lehman Brothers collapse unleashing the Great Recession, all along amid the crisis, the richest one percent in the world benefited at the expense of the bottom two-thirds.151

 

From the Washington Consensus to China’s Belt and Road Initiative

 

Under the umbrella of the five-century-old capitalist economy, there have been different models of development reflecting its evolving phases. From the transition of subsistence agriculture to cash crops for export and long-distance trade to the neoliberal phase of financialization where the financial sector and development models emerge out of capitalism’s crises. Although neoliberals invoke Adam Smith’s free enterprise economic theory, analysis of his work representing market fundamentalism is a distortion of what he wrote in An Inquiry into the Nature and Causes of the Wealth of Nations.152 

 

From classical economists Adam Smith, David Ricardo, and John Stuart Mill, to neoliberal apostles Hayek, von Misses, and Friedman, the promise of development models is predicated on a system that best serves capital by extracting the most surplus value from labor. Promising to maintain a social order presumably by minimizing sociopolitical chaotic conditions that compromise mass conformity, neoliberal policies precipitate market disorder, inefficiency, and chaos. Besides ideology determining what constitutes the best development model, methodology criteria that reflect measuring the wealth of a nation are important. For example, in 2019, US per capita GDP was at $65,000. However, 50% of workers earned less than $35,000, and 28% of the population earned under $25,000, a figure below the poverty line for a family of four.153

Economic growth, trade, capital investment expansion, and unemployment statistics reflect capital expansion, not social development excluded from the neoliberal experiment. Like sins measured against pious deeds to secure eternal life in Paradise, the political and socioeconomic elites use averaged GDP statistics to identify the wealth of the nation as a deliberate obfuscation to deceive and distract the working class about material conditions. Regardless of their actual financial situation, the wealth effect symbolism, which includes assets from housing to stocks and retirement funds for the more affluent, influences the psychology of most people.

 

Using trickle-down economics, Keynesian economist John Kenneth Galbraith compared it to giving a horse enough oats in the bag hanging from its neck, so that seeds dropping on the ground feed the passing sparrows. Neoliberal supply-side economics manipulates labor and goods supply by reducing taxes and providing multiple benefits to corporations as the vehicle delivers “trickle-down” benefits. More than four decades of neoliberal propaganda about the model's success trickling down does not erase the empirical reality that in the 1970s, half of Americans were earning more than their parents, while in 2019, this figure dropped to a mere 8 percent.154

The neoliberal model encountered resistance among countries that saw merit in preserving aspects of Keynesian developmentalism. In the age of neoliberal transformation, neo-mercantilism and varieties of developmental policies have found support in a few countries. At the forefront of neo-mercantilism, China pursued a balance of payments surplus, stock-piled gold, and foreign reserves, vigorously engaged in protecting national entities against competition, and pursued an export-oriented growth strategy by providing subsidies to companies and keeping a fairly docile labor force through unions linked to the state through the All-China Federation of Trade Unions (ACFTU).155 

 

Few countries combined developmentalism with aspects of the neoliberal model while maintaining a strong commitment to steady social development parallel to economic growth. At the CCP plenary session of 2016, China announced the 13th Five-Year Plan (2016-2020) that it was the world’s largest industrial economy, trader of goods, and holder of foreign exchange reserves. Acknowledging the end of high growth rates, the regime announced transitions in the industrial structure and labor policy with an emphasis on greater income distribution amid slower economic growth emanating from exports. That was based on the expectation of a reduced trade surplus with the US which had turned negative on offshoring and over-reliance on China as a trading partner. Other nations, including Brazil, India, Russia, South Africa, and Singapore, pursued a policy mix that included aspects of neo-mercantilism to achieve an economic miracle similar to China’s, without emphasizing the social development component.156 

 

Neoliberal transformation in the interest of large businesses was not very different than 19th-century economic imperialism, minus the costs and complications of colonial rule. In China’s case, the Communist Party’s underlying assumption was that embracing Western-style neoliberalism at home would mean submitting to a model responsible for the erosion of US global economic hegemony. After all, China derived the benefits of globalization, without embracing the Washington Consensus, while managing to eliminate extreme poverty by the end of the 2010s as the government had promised and raising living standards even in the Western and south-Western provinces.157

 

From the US perspective, the US-led China competition over trade, industrial, tech, investment, and monetary policies was about Beijing subverting neoliberal orthodoxy by pursuing a policy mix with a heavy dose of statism and realizing a trade surplus with the G7, especially the US. China continued the historic five-year plans for economic and social development while benefiting from neoliberal global markets and opening windows of opportunity to foreign investors. By comparison, Singapore’s developmentalism with a dose of statism was also a deviation from neoliberal orthodoxy, as other developmentalist models in some Asian and Latin American countries. However, Singapore and countries pursuing mixed policies never carried the same global significance as China, nor did they pose any challenge to US hegemony.158

 

As a result of globalization under the neoliberal model, especially after 2008, most of the world suffered rising poverty and inequality, while China was the exception. Framing this issue into a global perspective in terms of social mobility, an OECD study concluded that mass anxiety stemmed from the public impression that the middle class did not benefit from the political economy. Lagging salaries were not catching up with the rising cost of living especially in housing, health, and education. 

 

"In 2009 the middle class included 1.8 billion people, with Europe (664 million), Asia (525 million) North America (338 million) accounting for the highest number of people belonging to this group. ...  The size of the “global middle class” will increase from 1.8 billion in 2009 to 3.2 billion by 2020 and 4.9 billion by 2030. The bulk of this growth will come from Asia: by 2030 Asia will represent 66% of the global middle-class population and 59% of middle-class consumption, compared to 28% and 23%, respectively in 2009..."159

 

The OECD study confirmed contradictions between neoliberalism’s promise to expand the middle class against the reality of downward social mobility. Relegating the concept of development to capital expansion and “selective democracy” implying an oligarchic system serving the privileged capitalist class, a segment of the middle class and workers have accepted selective democracy because they are bombarded with consumerist indoctrination embedded in the hegemonic culture. Hence, the neoliberal model has redefined the norms and obviated popular democracy in the name of fealty to the market under a hierarchical social structure.160 

 

Neoliberalism’s greatest accomplishment is that it has co-opted the middle class and workers under various mainstream political parties aiming at the same development model goal. As Ali Kadri points out. “Selective democracy, the rule of the few personifying capital is not democracy. … The central working-class casts a vote for the imperialist class, which violently underprice and overconsume man and nature. Needless to say, cheaper underpriced commodities from the developing world buttress the purchasing power of central wage earners. And as material circumstances influence consciousness, the central working-class adopts an ideological prism that mirrors the short-termism of corporate profit making.”161 

 

A paradox in development models, horizontal economic growth (expanding/scaling products and services within the existing market) without social development benefiting the majority in society has been capitalism’s historical reality and one that developed countries promote at the expense of the periphery. The patron-client integration model has resulted in the periphery’s dependence on raw materials exports to finance imported finished products and service foreign loans. Latin America, Africa, and much of Asia have suffered worse inequality under the uneven terms of trade with core countries. Similarly, neoliberalism has exacerbated the patron-client-integration model which resulted in perpetual underdevelopment and dependence of the Global South on the core countries.162 

 

Because neoliberal capitalism has precipitated higher levels of structural inequality and autocratization in many countries, including the US and UK that prided themselves as pillars of liberal democracy, scholarly and journalistic interest in development models’ impact on society assumed greater importance after the Great Recession. This is especially in light of China’s rapid economic growth based on the Beijing Consensus and then the Belt and Road Initiative as an alternative to the trans-Atlantic neoliberal experiment. Four years before the 2008 crisis, Joshua Cooper Ramo used the term Beijing Consensus to explain the differences between China's development strategy and the Washington Consensus.163

 

Stressing innovation, steady economic growth, expansion based on global integration, and self-determination as part of a mixed economy, the Beijing Consensus includes the state as a key player in economic and social development. This is not to suggest that cheap labor and a vast domestic market attractive to foreign investors have not played catalytic roles in China’s rapid industrial development. Although multinational corporations took advantage of cheap and forced labor under a regimented Chinese labor force, India also has a vast domestic market and cheap labor without a social development program. Unlike China, India failed to achieve rapid development to the degree that it could challenge US global hegemony as did China. Although in the 1980s, India and China were at comparable development levels, with India leading in some areas, the key was the divergent development models in the two countries with India following a path closer to the Western neoliberal model.164

 

Resisting neoliberalism’s emphasis on market hegemony over the state, even after joining the World Trade Organization in December 2001, the Chinese Communist Party (CCP) feared diluting the state’s power, while strengthening the private sector, especially with foreign companies in every sector from high tech to due diligence services involving services in the complex relationship of the private sector and government bureaucracies. Considering that the state’s economic interventionism lessened the shock to its economy and the world in 2008, the Great Recession validated some of the premises of the Beijing Consensus.165 

 

In 2013, the Belt and Road Initiative (BRI) replaced the Beijing Consensus. With at least 150 countries involved, many of which signed trade and investment contracts with Chinese public and private companies, and 32 international organizations, BRI represents the essence of globalization. Despite Western criticism of economic nationalism, in 2002, the China-ASEAN Free Trade Area (CAFTA) signed the first three free trade agreements to promote rapid mutual development with a trade volume of $54 billion until 2013. When the agreement expired, Beijing introduced the BRI initially involving 60 countries with an estimated $8 trillion global investment. While Chinese companies are the main beneficiaries, foreign companies play a role, muting criticism that BRI has come at the expense of international capitalism.166

 

Accommodating foreign capital and adhering to WTO, IMF, and World Bank guidelines, by the sheer volume of its role as the world’s second-largest economy in nominal value, and first in PPP terms, China left no doubt that BRI along with its role in the BRICS and the Shanghai Cooperation Organization would afford it global dominance. Because Beijing has influenced the multilateral organizations to adjust their policies to accommodate its development model, Western authoritarian neoliberals oppose the Bretton Woods system that paved the way for neoliberalism which they associate with the old liberal world order inadvertently strengthening the Chinese economy listed as ‘developing’, which permits it to enjoy favorable international trade treatment reserved for Third World African and Latin American countries.167

 

Besides leveraging its dominant global trade role, China also relies on multilateral institutions where it has preeminent influence, including the Asian Infrastructure Investment Bank (AIIB), the BRICS’ New Development Bank (NDB), Regional Comprehensive Economic Partnership (RCEP), Forum for Asia, the Conference on Interaction and Confidence Building Measures in Asia. While US foreign policy has been confrontational toward China, relying on military intimidation in the South China Sea, geopolitical and geoeconomic containment combined with continued trade engagement has meant increased measures to limit US semiconductor chips exports for artificial intelligence applications and supercomputers, as well as discouraging investment in Chinese semiconductor companies.168

 

Well aware that China will eventually replace the US as the global hegemonic power in the 21st century, the US has moved to consolidate power within trade agreements resorting to Cold War-style containment strategies resulting in economic fragmentation. The price for combined containment and engagement policy has been to undercut globalization, hurting the US and its economic partners as much as China. 

To compensate for losses owing to various highly costly and counterproductive Western containment mechanisms, China has been expanding the domestic market and forging new trade partnerships with the Global South. Western analysts recognize that US-G7 containment aimed at China has limited impact because international capital circumvents such barriers. Because of neoliberal globalization, US-allied interdependence with China is so deep that any option other than cooperation would be disastrous for the major players and the rest of the world.169

 

Ostensibly concerned that the Beijing model entails capitalism under state rule violates “democratic principles” and human rights in the Xinjiang Uygur Autonomous Region, the US-led campaign historically castigated the Communist Party for subordinating individual freedoms to economic development. Western criticism would carry a great deal more weight, except that in 2018, there were 52 Fortune 500 companies, and a year later, 69 European companies operating in the province. In short, Western companies are exploiting cheap labor in a province that the West accuses of human rights violations. While China ranks very low in human rights, Western allies Egypt, Saudi Arabia, and Israel are not much better. Although the US has used human rights as foreign policy leverage, China has continued to make economic inroads in the Middle East for market share where historically the US was dominant.170 

 

“For Beijing,” John Liu observes, “its success legitimizes its model as an alternative to the liberal values of the West, an idea the U.S. and its allies have resisted. It’s a debate that plays out on a variety of fronts, from combating the Covid-19 pandemic to reining in Big Tech.”171 Because of the pandemic and geopolitical developments after Russia invaded Ukraine in February 2022, several of China’s BRI individual projects changed amid aggressive attempts to dilute neoliberal globalization and forge trade blocs. 

 

Combined with the military focus on trans-Atlantic geopolitical and economic solidarity, and complimented by an Indo-Pacific Framework Agreement (May 2022) as regional leverage against China’s expanding influence, economic nationalism, and regional bloc solidarity have been attempts to slow down China’s race for global economic hegemony. However, even the US closest allies question the wisdom of forcing countries into binary zero-sum games where either the US or China emerge as winners. Vague on specifics, and nothing comparable to economic development on the scale of BRICS, US-forged geopolitical trade blocs based on the fear of China taking over the world undermine neoliberal globalization. Nevertheless, the capital remained free-flowing within neoliberal policies at the national and within and between bloc-trade groups.172 

 

Among many US-Western criticisms of China is that the political economy is the product of authoritarianism, while the trans-Atlantic neoliberal model promotes democracy. The history of both core and periphery where the neoliberal model has been implemented from the 1980s to the present has shown that it promotes inequality, social marginalization, and autocratization. This is not to argue that the Beijing Consensus and the BRI have operated outside the confines of capitalist appropriation. In this regard, Karl Kautsky’s revisionist theory about the unpreparedness of the working class to take over the state as a vehicle of capitalism is valid as applied to China as well as to parliamentary systems where authoritarian liberalism is the actual governance model behind the façade of the electoral system.173 

 

From the Thatcher-Reagan era to the present, neoliberalism’s message was anti-democratic, replete with rightwing populist messages, advocating the withering of the welfare state and forging a strong state in the service of capital.174 “The ‘authoritarian’ state,” Hermann Heller argues, “claims to amount to a truly non-partisan and just state—by contrast with the democratic party state… No state that is determined to secure ‘the free labor power of those people active in the economy’ will be allowed to retreat from it; rather, it will have to act in an authoritarian way.”175

Regardless of the Washington Consensus vs Beijing Consensus-BIR, development models do not have the same impact on class relations and governance in the core as in the periphery. In Latin America, which has been under external economic dependence within the confines of the patron-client integration model, neoliberalism has had a greater detrimental impact on the working class and society as a whole than in the US which derives the benefits of uneven terms of trade with the periphery, resulting in uneven development for the latter.176

 

Projecting the impression that the benefits of the neoliberal model are somehow fairly distributed among the population, despite the “trickle down” form, whether in the US, EU, or Latin America, neoliberal apologists promote the myth that the system works fairly for all based on a universal set of rules, abilities, ambitions, and above all economic status and access to capital. Yet, from Hayek to Friedman, neoliberal apostles make no apologies that social classes do not derive nor do they deserve equal benefits within the social contract. Nor do they acknowledge that neoliberalism leads to greater inequality and authoritarianism.177

 

Developmentalism in the Semi-periphery: Asian Tigers and BRICS

 

Geopolitical asymmetry reflects geoeconomic power and the political economy which determines the course of the former. With the support of the national and comprador bourgeoisie from Spain under King Philip II (1556-1598) to 21st century India, semi-periphery states have historically balanced their position between core and periphery to secure market advantages within the periphery and in the metropolis. This has been a means of climbing closer to the core of the world capitalist economy benefiting the national and comprador bourgeoisie who play an important role in the patron-client integration model.178 

 

During the era of neoliberalism, the Asian Tigers (South Korea, Taiwan, Hong Kong, and Singapore) and BRICS (Brazil, Russia, India, China, and South Africa) took advantage of their semi-periphery status to strengthen national capitalism. Resorting to some of the worst practices of international capitalism affecting the working class, these countries experienced upward social mobility but at labor’s expense. 

Although China emerged as the undisputed beneficiary, the others experienced some level of upward social mobility at a time when the trans-Atlantic core was on a steady downward mobility trend. Besides exacerbating foreign debt and external dependence on the Global South, the neoliberal model’s market hegemony weakened the Western core. This was also the case in Japan, Taiwan, and South Korea, all of which adopted neo-corporatist strategies where the state played a key role in outlining a blueprint of the economy, but abandoned them for neoliberalism.179

 

As the Soviet bloc was collapsing rapidly in the late 1980s-early 1990s, Japan, South Korea, and Taiwan, along with Singapore and Hong Kong emerged as significant regional economic players. Except for Japan, in the first three decades of the Cold War, South Korea, Taiwan, Hong Kong, and Singapore integrated rapidly into the world economy, developing the secondary and tertiary sectors of production and focusing on exports. Under a strong centralized developmental state, combining authoritarianism and an inclusive institutional structure, by the 1990s, they became the envy of the Third World for a brief period, before China overshadowed them.180

 

The ‘Asian Tiger’ model entailed government investment in certain industries intended to meet internal demand and expanded exports to realize a balance of payments surplus. Considering that the government subsidized select companies and allowed others to operate with chronic deficits, Asian Tiger neo-mercantilist policies focused on long-term domestic self-sufficiency instead of short-term profits. In many respects, this was a model similar to Japan’s. To influence financial institutions, while choosing specific companies to support, the state steered resources and production through public ownership.181

 

Hardly surprisingly, Western neoliberals opposed Asian Tiger neo-mercantilism where government involvement in trade, finance, and investment promoted certain sectors. Intended to promote national capitalism, while still allowing foreign capital investment, the Asian Tigers aimed at strengthening national capitalism by maintaining a strong state structure and keeping a weakened social safety net to maintain popular consensus. Where labor share rose modestly in Hong Kong from 1990 to 2017, it declined in South Korea, Taiwan, and Singapore.182

 

Initially based on import-substitution strategies prevalent in many countries amid the Great Depression, in the late 1940s-early 1950s, developmentalism resulted in state support of the steel industry, shipbuilding, and manufacturing, combining capital-intensive and labor-intensive export-oriented growth sectors. In varying degrees, this model found its way to Russia, India, and Spain in the 1990s, and Brazil and Argentina after the dotcom bubble of 1999-2000. Along with South Korea, Taiwan, Singapore, and Hong Kong, the BRICS combined aspects of neo-mercantilism and neoliberalism in the 1990s when much the rest of the world was embracing it owing to IMF, World Bank, Western corporate and government pressures to pursue privatization under fiscal austerity and monetarism.183 

 

Besides relatively rapid GDP growth in the 1990s, the Asian Tigers experienced the fastest middle-class expansion in the continent. With national economic growth and development promising to translate into individual prosperity, the quasi-statist governments used nationalism as a catalyst to mobilize popular support for export-oriented and importing-substituting developmentalism. An obstacle to the US-led transformation model, a Western campaign undermined the Asian Tigers so that their model would not spread to other parts of the world. “Western speculators then took down the vulnerable countries one by one in the “Asian crisis” of 1997-98. China alone was left as an economic threat to the Western neoliberal model, and it is this existential threat that is the target of the trade and currency wars today.”184

 

Amid its struggle to affirm a quasi-statist developmental model deviating from neoliberalism, China learned an important lesson observing the US-led Western reaction to the Asian Tigers during the 1990s. Navigating through the rough waters of the neoliberal world economy, the Asian Tigers used their semi-periphery status to circumvent some burdensome terms of dependence on the trans-Atlantic core by relying on multilateral foreign economic policies and the comprador bourgeois class as its link to foreign investment. Complying with neoliberal globalization, especially the extent to which foreign capital would play a role in economic development, they hoped to benefit the domestic economy. By introducing limits on foreign firms, while subsidizing domestic ones, they were able to strengthen the national bourgeoisie and accommodate the comprador class whose interests were tied to the metropolis. These measures were sufficient to satisfy international financial institutions.185

Operating within the capitalist world system, the Asian Tigers model further illustrates that the ideological divide between Western capitalism against Eastern Communism was in essence about global hegemony of markets, raw materials, and geopolitics under the aegis of the US and its G7 partners and their allies. To circumvent foreign capital domination and inordinate foreign dependence comparable to Latin America under the US patron-client model, the Asian Tigers leveraged their semi-periphery status. However, they did not have the strength to escape dependence on the metropolis, ultimately benefiting China more than their national economies. 

 

Besides IMF-recommended currency devaluations amid speculation along with hyper speculation amid hyper speculation, the levels of corruption and crony capitalism contributed to the Asian financial crisis of 1997-1998. Given the integrated world economy, the crisis quickly spread outside the continent. Widespread corruption among US and European corporations and lack of oversight and accountability exposed the neoliberal model imbued with flaws that had ripple effects globally. The nail in the Asian Tiger’s coffin was IMF austerity, especially for Thailand, Indonesia, and South Korea. 

 

By 2000 when the dot.com bubble burst, the era of the Asian Tigers was already in twilight. Accompanied by “rescue packages” in 1997, IMF austerity carried the usual neoliberal conditionality terms to qualify for stabilization loans. Interestingly, it was not the neoliberal core US and EU, but semi-periphery neo-mercantilist China that emerged as the clear winner regionally and globally because its economy was far too strong to cave under international pressure. Although the dot-com bubble cut China’s GDP growth from 14.2% in 1992 to 7.7% in 1999, that was still phenomenal compared with the rest of the world.186

Considering China’s continued economic expansion sweeping along most Asian economies, US-led efforts to undermine the Asian Tigers model backfired in areas difficult to anticipate in so far as China benefited from austerity imposed on the Asian Tigers. At the same time, the US and EU’s quest to integrate former Soviet bloc countries under the Washington Consensus model failed to yield the desired geopolitical and economic benefits for the West, much less engender liberal democracy as advertised. 

 

Besides large corporate interests, especially the defense industry, autocratization followed the path of the neoliberal model in the periphery, most notably in the former Soviet republics. Although Europe and the US tried to integrate many of the former Soviet republics, regardless of any commitment to democracy and human rights, China played a far greater role economically. This was not only because of geography and a government plan to integrate Eurasia, but China’s terms of trade and investment deals in comparison to those of the West, China or the West neoliberalism and autocratization went hand in hand.187 

 

In “The Political Economy of Neoliberalism and illiberal democracy” Gary Jacobs, argues:  “Despite the rhetoric of the Washington Consensus, the fall of the Berlin Wall, the collapse of communism and dissolution of Soviet authoritarianism did not mark a final vindication and victory for Western democratic neoliberalism… Globalization, financialization, global mergers and acquisitions, shadow banking, international tax havens, the policy bias favoring energy-intensive automation, maximizing shareholder value, state capture, oligarchy, and plutocracy have fueled soaring levels of economic inequality and insecurity.” 188

 

Despite the dot.com bubble and abundance of evidence that the neoliberal commitment to capital accumulation transcends human rights and democracy, the myth of the neoliberal model’s triumph equated with electoral system politics persists among Western politicians, the media, IMF, World Bank, and the business sector. Supply-side economists, IMF-World Bank monetarists, and free market purists celebrated the benefits of taming the “Asian Tigers”, while at the same time integrating the former Communist bloc and China under the aegis of the capitalist system. All along, US policymakers assumed that there would be problems in other countries embracing neoliberal transformation as the new norm.

 

Despite the developmental state in Asian Tiger countries, neoliberalism’s global reach still had a significant impact. Income transfer from social welfare programs to corporate welfare, tax rate reductions, and loopholes for the wealthy remained at the core of neoliberal policy. As David Harvey points out in “Neoliberalism as Creative Destruction”, not only does the model impact fiscal, monetary, and economic policy, but in the quest to transform society, it remolds all institutions to facilitate the social contract, establishing its norms while molding peoples’ identity. Neoliberalism’s global reach undermined the quest of the Asian Tigers to solidify their role in the semi-periphery of the world economy.189

 

Presumably operating under an open, free, and democratic society where the market operates with minimal government intervention, neoliberalism established the foundation for blurring the lines between liberal democracy and authoritarian liberalism. This was the case in Hong Kong with its unique relationship to the mainland, South Korea, Singapore, and Taiwan observing the formalities of parliamentary government while pursuing policies identified with authoritarianism.190 

 

By deregulating and legalizing financial activities otherwise predatory, crying out for regulation, the state became an unapologetic advocate of jungle capitalism, often ignoring both ethical and legal considerations. Elected governments in advanced and underdeveloped countries alike proved that legalized corrupt corporate and financial activities are not confined to small authoritarian countries. Such practices are inherent in neoliberal globalization where the main actors are the political elites, elected or not, promoting deregulation, privatization, and fiscal and corporate subsidies.191 

 

Using Peru as a case study, Peter Leys points to capitalism’s inherent contradictions immersed in corruption with the neoliberal state at the heart of it. “Peru’s neoliberal dream has turned into a nightmare, one in which society ceases to exist and politicians are no longer seen to represent anybody, simply acting on behalf of their financial interests — and those of their allies — at the expense of the common good. Hope for the future does not lie in the present interim government, but in the growth of political engagement from Peru’s younger generation and the politics of the street, outside the sphere of conventional parties.”192

 

Well known for their history of authoritarian capitalism and endemic corruption, several Latin American countries, among them Mexico, Brazil, and Argentina, accepted the neoliberal model only to suffer a severe economic crisis in the late 1990s and 2000s for the latter two. In 1994, Mexico underwent severe currency devaluation during the ‘Tequila Crisis’, impacting much of Latin America. Borrowing $50 billion in IMF bailout, Mexico’s cyclical debt crisis took place 11 years after the 1983 IMF structural adjustment presumably to stop the bleeding which only opened deeper wounds. The country was worse off after the adjustment, with currency devaluation in 1994 taking place just one year after Mexico signed the North American Free Trade Agreement (NAFTA), thereby making its assets cheaper for the US and Canada.193

 

Mexico’s example was typical for all of Latin America. After the US-supported Argentinian military coup of March 1976, the country experimented with the IMF-proposed neoliberal model that Chile’s Pinochet had implemented. The experiment resulted in deindustrialization, foreign debt explosion, and a sharp drop in living standards. By 1998, Argentina lapsed into an economic depression lasting until 2002. Because of the deposit freeze, adopting a flexible exchange rate, and partly because of public debt default, a massive drop in consumer demand especially in real estate, but in most sectors sent the country into a deep crisis. At the peak of the deep economic contraction, more than half of the people lived below the poverty line. The middle class and workers paid the price for neoliberal legal and illegal activities carrying the IMF’s dogmatic stamp of legitimacy behind which was Wall Street, international and local finance capital.194

 

During the 1990s, under presidents Fernando Alfonso Collor de Mello and Fernando Henrique Cardoso, Brazil followed a path similar to Argentina’s. With an inflation rate of just under 3000%, neoliberal populist President Collor’s approval dropped from 71% in 1989 to 9% in 1992 at which point the Senate removed him from office on corruption charges initially brought up by his brother.195 From Brazil to Argentina and Peru under Alberto Fujimori (1990-2000), rightwing populism forged sociopolitical consensus behind the transformation model that allowed foreign capital to dominate mining and public utilities resulting from the privatization of state enterprises. Disillusioned segments of the working class and the middle class accepting the growth and prosperity myth blindly backed Fujimori’s neoliberal authoritarianism in Peru as many Brazilians fell for the myths of prosperity that Collor and Cardoso were promoting. After twelve years of a constitutional government, Fujimori engaged in self-coup (Fujimorazo) in 1992. Using the pretext of the growing ‘threat’ by leftwing Sendero Luminoso (Shining Path), he suspended the constitution and institutionalized neoliberalism at an even greater pace.196

The Peruvian and Latin American elites inculcated fear into the public that any inclusionary center-left populist regime would scare businesses and invite higher unemployment and inflation. However, once in power, rightwing populist presidents like Fujimori could not possibly deliver the economic miracle promised in return for broad acceptance of the neo-classical model. As a substitute for the unfulfilled economic miracle, fear-mongering about the menacing left nationally and outside the country was the only populist tool to forge sociopolitical consensus.197

 

Taking into account the historical impact of developmental Argentinian economist Raul Prebisch (The Economic Development of Latin America, 1950) and Brazilian Celso Furtado (Development and Underdevelopment, 1964), Latin American policy-makers in the neoliberal era considered the interests of the national capitalist class and full employment goals along with an industrial policy designed to protect domestic firms through trade and investment, without hindering the open economy. The World Bank saw some merit in the neo-developmentalist model combining market mechanisms and state intervention intended to modernize and expand the economy. However, it was always within the framework of the neoliberal transformation. Brazil and Argentina’s hybrid model that took into account aspects of developmentalism stabilized the weakened economy amid an expansionary cycle that ended during the Great Recession of 2007-2008.198

 

Under President Nestor Kirchner (2003-2007), Argentina forged a neo-developmental model that several countries had implemented in the 1980s but abandoned under pressure from the US, IMF, and multinational corporations. Coming from a labor union background, Brazil’s most popular president, Luiz Inacio Lula da Silva (2003-2010), pursued a hybrid agenda with traits of inclusionary populism evident in other regimes from Hugo Chavez’s Venezuela (2002-2013) to Evo Morales’ Bolivia (2006-2019). Like Kirchner, Lula accommodated domestic and foreign capital through monetary, fiscal, and investment policy perpetuating the wage-productivity gap. His cabinet appointments, and especially Henrique Meireles as Central Bank president, signaled that populist campaign promises would not result in market disruptions.199

 

Considering that Brazil and Argentina had come out of the disaster of privatization, deregulation, and anti-labor policies to bolster national and foreign capital, Argentina’s “Kirchnerismo” and Brazil’s “Lulismo” had a great deal of traction among the masses hoping for relief from austerity. Although the inclusionary populist regimes readily accepted finance capitalism’s preeminence within the context of the Keynesian social mix, they managed the contradictions fairly well because of global growth, largely owing to China’s rapid expansion. The combination of China’s gradual rise in the world economy and Venezuela’s inclusionary populist tide under President Chavez (Chavismo) influenced other republics that economic development along Keynesian lines would strengthen national capitalism and lessen social exclusion.200

 

Many governments, including Lula’s Brazil, Rafael Correa’s Ecuador (2007-2017), and Turkey’s Recep Tayyip Erdogan (2014-) blamed neoliberalism as the root cause behind the trans-Atlantic-based Great Recession. Partly because of the desire to have a more robust role of the state in the economy, after 2008, several countries reaffirmed their commitment to aspects of developmentalism, using nationalism as the catalyst for popular mobilization. However, they kept core neoliberal policies, including foreign capital investment incentives and a fiscal policy to attract such investment. Despite each country’s unique political differences, to some extent, this was based on the playbook of the Asian Tigers.

 

Around the world, there were differences with the neo-developmentalist model. In comparison to the patronage state under Erdoğan’s neo-Ottoman Sultanism, as one example of neoliberal authoritarianism, pro-labor inclusive populist Brazilian president Lula catering to foreign and domestic capital offered some hope for the masses because of the social development component in government, often more symbolic than real. Both models were swimming upstream in contradictions, but the common denominator between authoritarian neoliberalism and hybrid neo-developmentalism within the context of the neoliberal experiment was how they contributed to democracy intentionally and coincidentally or detracted from it.201 

 

Neoliberal authoritarian Jair Bolsonaro (2019-2022) who succeeded Lula’s successor Dilma Rousseff came to office at an opportune time partly because the far right had discredited and seriously distorted Lulismo, which Rousseff undermined in the quest to satisfy capital. Caught in the contradictions of inclusionary populist policies clashing with neoliberalism, Rousseff was unable to deal with unrest in various cities as early as August 2012. These culminated in the uprising of June 2013 against mass transit fare increases. Abandoning Lula’s commitment to social development, she undercut Lulismo from within by adopting anti-inflation policies more in line with neoliberalism. Popular skepticism about Rousseff made it easier for her successor to proceed with authoritarian neoliberalism that many among the masses misinterpreted as anti-institutionalism, presumably yielding results and a sense of legitimacy that appeared to be lacking in Rousseff’s policy mix.202 

 

Similar trends prevailed in other republics, including post-Correa Ecuador. President Lenin Moreno’s (2019-2021) neoliberal policies took center stage as they did in Bolsonaro’s Brazil. In both Brazil and Ecuador, the underlying political strength of neoliberals was more entrenched among the elites which convinced enough voters to turn their back on inclusive developmental populists in favor of authoritarian capitalism promising to deliver more for the masses. Despite the public sector rescuing the neoliberal experiment after 2008, the combination of corruption and anti-institutional sentiment became part of rightwing populist rhetoric.203

 

China’s Response to the Neoliberal Crisis

 

The global financial and trade structure makes it very difficult for countries to operate outside the institutional perimeters of the neoliberal model’s global matrix of national and international public and private institutions. Especially for China benefiting from global integration combined with the ambitious domestic economic growth and social development agenda, circumventing some of Western neoliberalism’s policy trappings requires constant revision of its hybrid model. To stimulate demand while keeping a balanced budget, Beijing decentralized the fiscal system and funded infrastructural development including education and health care, areas where the neoliberal West was slashing. Like other governments throughout the world, China privatized the majority of state-owned companies which became publicly listed and regulated. As leverage, the state retained a substantial role in economic planning and partial ownership.204 

 

Hardly a model pro-labor regime, the Chinese government nevertheless promoted optimizing the necessary skilled labor force, while undertaking an enormous expansion of education compared with the rest of the world, with the possible exception of the Scandinavian countries and much of northwest Europe. Claims that the Beijing Consensus was tantamount to autarky was a convenient slogan, but no more accurate than the suggestion that it was another version of the trans-Atlantic neoliberal model which rested on geopolitics as economic leverage. 

 

Under the neoliberal model, which modified the military-industrial complex to reflect even greater reliance on the corporate sector for private security and less regulatory oversight, US and Western defense spending rose sharply. Governments justified such spending increase by invoking the “war on terror” which each country defined as it wished to target domestic and foreign enemies, followed by the new Cold War against Russia and China, and NATO’s global expansion prompting greater defense spending by those countries impacted. Whereas the US under the neoliberal model spent 3.7% on defense and demanded that NATO members spend a minimum of 3%, China spent 1.7%. Focusing on capital goods spending in the civilian sector, and infrastructure, and providing massive stimulus for the post-2008 crisis, Beijing did not deviate from economic expansion through global integration.205

 

Taking advantage of the Western neoliberal experiment’s crisis, BRI appealed to Eurasian, Middle Eastern, African, and Latin American countries and even to countries well-integrated with the G7 whose corporations have substantial investments in China’s global expansion. Unlike the US and EU, China refrained from geopolitical linkage, weaponized currency, and sanctions as leverage with trading partners. As the world’s largest bilateral lender, Beijing provided loans for infrastructure linked to the primary sector of production, but also social infrastructure for the benefit of the working class and rural population.206

 

Linking everything to trade and investment, specifically to raw materials, market share, and key infrastructure access, Beijing often used loans as incentives for wider economic integration. Western governments and critics charged that China was using loans to reduce trading partners' financial and trade dependence. Since the 18th century (Treaty of Kuchuk-Kainarji, 1774) Western countries have been doing exactly what they accuse Beijing of doing in the 21st century. After 1947 the IMF, World Bank, the General Agreement on Tariffs and Trade (GATT), and various organizations, such as the UN Economic and Social Council presented their work as more apolitical and technocratic when in reality there was a political and economic agenda, just as is the case with China’s global integration policy.207

Never challenging IMF-US-EU austerity programs imposed throughout the world, China worked within the guidelines that it helped modify so that they reflected its economic goals. In so far as its ultimate goal has been to integrate as much of the world economy as possible under its aegis, the Beijing Consensus-BRI played a major role in the rapidly growing private sector driving innovation and development. This was carried out without weakening the fiscal structure or transferring assets from social development to capital goods and infrastructure. 

 

A class structure with labor at the bottom of the hierarchy, especially in rural areas and in the more sparsely populated less developed Western regions of Yunnan, Gansu, Tibet, Xinjiang, and Guizhou has meant uneven social and geographic development typical of capitalism. At the same time, Chinese companies do not have a good labor-management reputation inside the country or anywhere in the world. Anti-trade unionism has been the policy for it interferes with economic goals. The government only permits the All-China Federation of Trade Unions which is in essence an appendage of the state. Trade union officials at the local level have made efforts to represent labor and not the state’s development agenda, but government policy favors capital relegating labor to a secondary role.208

 

Because of its rapid and successful rise to globalism, China influenced Vietnam, Cambodia, and Pakistan, among others in the continent to pursue hybrid development models. That other countries tried to emulate aspects of the Chinese development model was not welcome news in the US or any of the G7. In the first two decades of the 21st century, China increased its influence in all regional trading blocs and international financial organizations like the World Bank, especially after the IMF adopted the yuan as a reserve currency in October 2016. 

 

Considering China’s chronic trade surplus, especially with the US, the West accused China of currency manipulation, never reflecting on its such practices. While all countries and currency traders speculate thereby manipulating currency values, Beijing interfered less than Western governments because it served its integration and foreign investment goals to adopt a less intrusive posture. Contrary to populist rhetoric in the West, China’s role strengthened and stabilized neoliberalism’s global reach, especially after the trans-Atlantic-centered Great Recession caused chaos and misery across the world.209

Having surpassed the US in GDP measured in PPP terms in 2013, it was evident that China would eventually replace the US as the world’s economic superpower. This is not only because it had all the preconditions, but it focused narrowly all of its policies around this goal, not allowing the US to divert it. US administrations from Obama to Biden contended that the rising Asian power constituted a “national security threat” to allied interests and the world order, namely because Beijing, not Washington would have preeminent influence in the world’s economic balance of power.

 

Accusing Beijing of violating the human rights of Muslim Uyghurs in Xinjiang province, militarizing the South China Sea, and insisting that Taiwan is part of the one-China policy alarmed the US which historically considers itself both an Atlantic and Pacific power. Given America’s own historical human rights record, and “cherry-picking” human rights diplomacy to suit geopolitical objectives, Beijing questioned the rival’s motives that appeared as justifications for the US tariffs, sanctions, and containment policy which China viewed as a pretext to prevent its rapid economic ascendancy.210 

 

Intellectual property rights ‘theft’ has been a hotly contentious subject, especially in high tech. It was never a secret that in some cases joint ventures with Chinese partners, tech sharing/transfer was a condition for investing. This has been a practice since the Industrial Revolution, and the US is one of the countries practicing it. The US rallied several Western allies against the Huawei corporation and other companies, including Sinno Electronics of Shenzhen Changsha Tianyi Space Science and Technology Research Institute. 

 

Using the Russian war in Ukraine as a pretext in 2022, the US blacklisted more tech companies, including Connec Electronics, King Pai Technology, and Winning Electronics, all on national security grounds. In a US-led campaign for weaponized technology as an integral part of fragmented world trade undercutting neoliberal globalization, preventing third countries from signing contracts with Chinese tech firms, tech-sharing practices became the new leverage against the Chinese development model.211

 

Because China integrated African, Latin American, and Asian-Eurasian markets, multinational corporations had a vested interest in remaining in China. This includes US and EU-based tech multinationals receiving corporate subsidies and investing in China’s tech sector. Regardless of Western governments’ demands that Beijing comply with the trans-Atlantic neoliberal model, the corporate sector was pursuing its own agenda. 

 

Given the mutual interests of the intra-core rivals and their allies, whether geopolitically linked to the US or China, the rivalry placed corporations, especially in Japan, South Korea, Indonesia, and the US among many others, in the position to chase profits across national borders while their governments’ policy was to bolster their competitiveness through weaponized technology policies. Even with corporations circumventing their own governments’ sanctions and blacklists, partly through investment in Chinese companies, inter-core rivalry undercuts the neoliberal model as it necessarily entails the consolidation of bloc trading, thereby undermining the WTO and multilateral organizations' rules. At the same time, sanctions and strong-arm investment policy tactics place doubts about where to invest in companies concerned about decoupling and reshoring.212 

 

Digital technology, especially semiconductors, and artificial intelligence, but also the case of rare earth minerals required for high tech, have been at the heart of the US-China power struggle, despite US and Western-based companies investing heavily in China’s technology sector. Just as important, China has 44 million metric tons of the world’s seventeen rare earth minerals, while the US has just 1.5 million. The US has a clear technology edge, but it depends on China’s rare earth elements (78% of total imports) needed for everything from rechargeable batteries to semiconductors and aerospace to clean energy.213

 

With the ability either to flood the market to discourage competition, or withhold supply for higher prices and/or act on other geopolitical considerations, the asymmetrical trade relationship affords China immense global leverage. US geopolitical considerations find expression in deliberate agitation in Taiwan and the South China Sea, as well as blacklisting Chinese companies military-linked to social media using national security, data privacy, and misinformation as a fig leaf. 

 

In the name of freedom of the seas, a 21st-century version of the late 19th century US ‘Open Door Policy’ toward China has resulted in fragmented world trade under neoliberalism. Rattling Beijing when it comes to its geopolitical claims as a means of securing some peripheral advantage is just one dimension of the US destabilization strategy in Asia. Whether in the form of naval exercises, establishing new military bases in the Pacific, encouraging de-risking, decoupling, and re-shoring US destabilization policies have taken many forms. While resulting in Beijing taking selective action against certain US-based firms in China, transnational corporations seeking higher profit have remained committed to investment strategies circumventing US divesting-reshoring policy.214

 

No matter how one interprets various dimensions of the East-West confrontation on either side, China’s transition from the semi-periphery to ascendancy into the core of the capitalist world system poses a serious challenge to trans-Atlantic global hegemony but breathes some strength into global capitalism in crisis. As of 2021, Beijing was holding more than one trillion dollars of the public US debt, second only to Japan, falling below one trillion by mid-2022. Direct and portfolio investments amounting to just under $400 billion, and the immense value of its domestic and third-party markets for US multinationals afford China far-reaching leverage. 

 

China’s dollar exchange reserves translate into deeper interdependence and leverage over the US that Beijing uses for optimal economic benefit.  Amid the dollar’s sharp rise in late September 2022, President Xi Jinping ordered banks to sell dollars as a means of supporting the renminbi or yuan; a measure designed more to restore some balance in hard currency impacting global trade than to transition away from the dollar. While neoliberalism apologists castigate China’s “industrial socialism”, a nebulous polemical term to differentiate it from Western neoliberalism, the Chinese economy is an integral part of the capitalist world economy with the corporate world benefiting from cheap labor, cheap raw materials, and a growing domestic market. The government’s shift to lessen dependence on foreign trade by stimulating internal demand and capitalist development mixed with social development favors both domestic and foreign firms.215

 

The irony of the US-led neoliberal model is that it has weakened the welfare state structure and culture, partly in the hope of competing with the rest of the world. Because the US and the West could not possibly disengage from China’s lucrative markets, low-cost labor, and cheap raw materials, agitating China into diverting resources from the civilian economy to defense has been a failed path. Sustaining a chronic balance of payments deficit to China’s benefit, the US has no one to blame but its own policies of consumerism, financialization of the economy, debt-by-growth strategies, and corporations eager to make a quick profit which is why they are in business. 

 

Along with the regulatory regime, and fiscal and monetary policy, the tans-Atlantic neoliberal state has permitted the corporate sector to alter the legal system and to enjoy input on spending levels in government agencies, from defense to environment. Western neoliberal transformation has molded public perception about the corporate world’s monopoly on wisdom from which public policy emanates, including science and medicine, as the COVID-19 pandemic proved. Although the decades-long record has indubitably demonstrated that: “neoliberalism applied to a corporate economy lowers investment, slows growth, heightens irresponsibility, intensifies worker coercion, and sharply raises economic inequality,” neoliberal politicians, media, and business advocates insist on a more dogmatic course.216

 

Legitimizing market hegemony over the state and public institutions has entailed a retreat of the public sector amid big capital’s global takeover. These conditions induced “social anomie”, a Durkheim-based theory that explains how industrial development results in social dislocation and reduces trust in the state. Although there has been a drop in social trust even in China despite rapid industrial development resulting in widespread optimism, the Communist Party has employed state mechanisms to guide the economy and public opinion. Asking for the public’s conformity in return for future rewards emanating from the capitalist marketplace, the state has relied as much on nationalism for capitalist development as Mao who cultivated nationalist sentiment linking the country’s institutions from the semi-colonial past, especially during the self-sufficiency agricultural/industrial drive of the Great Leap Forward (1958-1961) era.217

 

Within the historical confines of central planning, the Chinese mixed model has consistently offered a combination of a growing internal market combined with social development and global integration under terms based largely on the neoliberal model. Promising more favorable conditions than what the Global North offers the Global South, China has also filled gaps where the US and its junior partners have stayed away for various reasons, above all low return on investment amid high risk. Common development under mutual support and cooperation has not translated into a partnership of equals at all. Chinese firms have not always met their obligations toward local producers or supported trade unionism overseas. The uneven China-Global South relationship and lack of pro-labor policies are not much different from what the West offers. Advocating for Chinese companies and projects linked to the BRI, the All-China Federation of Trade Unions (ACFTU) promotes capitalism at home and abroad, but has no impact on foreign trade unions.218 

 

Western-based multinationals operating in China benefited from the host government’s integration model and the state-controlled ACFTU regimenting workers toward conformity. Once President Bill Clinton withdrew human rights as a precondition for China’s annual renewal in the most favored nation category in 1994 and approved permanent normal trade in 1998, the path opened for the WTO (December 2001) and China’s global trade legitimacy. 

 

Corporations had the green light to invest in China, integrating it more rapidly in the global economy. Regarding capital accumulation, from 1980 to 2020, China’s GDP growth far outpaced that of the US and the rest of the world. Owing to internal and external market growth, China moved rapidly from the semi-periphery to the core of the world economy, which meant increased influence in global trade. Therein rest the essential causes of the US-led confrontation with Beijing that undermines both sides, although it does not necessarily slow down world trade despite damaging specific companies that governments target.219

 

Projecting the image of its development model with generous social benefits, the working class either in China or its trading partners has not seen the benefits of economic growth that businesses have enjoyed. In comparison with the G7, Beijing's labor policy ranks just below Japan and the US, both of the latter in the OECD’s bottom tier. One of the contingencies of the EU-China Comprehensive Agreement on Investment (December 2020) was not only greater EU investment access in China’s markets but that Beijing ratify two international conventions on “forced labor” and improve workers’ conditions. That capitalist governments were making such a demand of the Chinese Communist Party is indicative of the degree to which Beijing is committed to the welfare of the proletariat vs. capitalist development. A job discrimination practice that the law permits in both the public and private sector, those over 35 years old have a more difficult time securing employment in a society that will eventually have to adjust its discriminatory practices with the demographics of an aging society.220 

Whereas Western neoliberal politicians and policy analysts have argued that China’s BRI is nothing more than an imperialist scheme intended to subjugate countries under its hegemony, the question is the degree to which Chinese imperialism actually serves Western imperialism, and more specifically corporations and investors in Chinese firms. Considering the 40,000 foreign companies in China, including 8,619 US firms, with about a quarter of a trillion dollars at the beginning of 2022, excluding foreign investments indirectly through Hong Kong. Chinese development has benefited from foreign capital which carries with it technological and scientific diffusion. If this were not the case, annual foreign direct investment (FDI) would not have risen from $1.4 billion in 1984 to $173 billion in 2021.221

 

Along with national private and state firms, international capital has benefited from Chinese labor conditions, and Free Trade Agreements (FTAs).  As Minq Li put it, while China has “an exploitative relationship with South Asia, Africa, and other raw material exporters, on the whole, China continues to transfer a greater amount of surplus value to the core countries in the capitalist world system than it receives from the periphery.”222

 

Fearing that China would replace the US as the world’s preeminent economy in nominal GDP in the late 2020s to early 2030s, Washington has used tariffs and sanctions intended to force Beijing into full compliance with neoliberal transformation. The goal was to realize market hegemony and weaken the powerful Chinese state. US GDP was 15.74% of the world share in 2022, after adjusting for PPP, while China’s share was 18.8%. The trends for the two rivals are projected to reflect declining US GDP and the reverse for China. Even fragmented trade policies and US-led Western punitive tariffs failed to slow down China’s development and expansion and augment US-EU expansion. 

 

Coercive and voluntary bloc trading and exclusionary pacts, which undermine the neoliberal model, have had a serious impact on China’s global integration through BRI projects with multinational investments. In the first two decades of the 21st century, because the divergent development models favored Chinese growth and expansion, China’s exports rose sharply, as did both direct and portfolio investment, in key sectors, including semi-conductors and artificial intelligence.223 

During the Trump presidency, the glaring contradictions between economic nationalism and the purist neoliberal model were not lost on governments around the world. This included America’s closest allies in the EU which expanded economic ties with China as the most indispensable economy on the planet. Under Trump’s “America First” policy, tariffs targeted US enemies and allies alike. Under the guise of multilateralism, Biden continued and intensified economic nationalism by redefining the Washington Consensus to take geopolitics into account. 

 

More committed to interventionism and neoconservative militarist solutions, Biden launched very broad anti-Russian and anti-Chinese sanctions. Lobbying third countries to reject collaboration agreements with Chinese firms on national security grounds, the Biden administration invoked national security more than Trump. Such efforts notwithstanding, China made inroads in Latin America, Africa, and especially Asia and Eurasia during the COVID-19 pandemic and the US-Western-led anti-Russia sanctions period. 

 

To slow China’s technological advantage, the Biden administration introduced “friend-shoring”, a 19th-century spheres of influence concept applied during the Cold War when each side used the other as a pretext to impose hegemony over junior partners. In April 2022, US Treasury Secretary Janet Yellen proposed friend-shoring to “trusted countries”, thereby lowering supply-chain risks to the US and junior partners. A concept that the US Agency for International Development introduced during the COVID-19 pandemic, the idea was to minimize supply chain problems, though the concept does not guarantee higher GDP, but actually may lead to losses.

 

A WTO study published during the Ukraine-Russia war estimated that friendshoring would shave off $4 trillion from world GDP or 5%, impacting hardest the Global South and the working class. Willing to permit such sacrifices on a world scale, the US has been focusing on slowing down China’s progress in semiconductors and biotechnology. Aggressively promoting decoupling policy, the Biden administration discovered that this is not what businesses want, especially after spending years and a lot of money to enter the Chinese market.224

 

Without the cooperation of European, Japanese, South Korean, and Taiwanese semiconductor companies, not just governments, the US high-tech spheres of influence scheme falls apart, not to mention that it contradicts neoliberal transformation. To undermine China’s semiconductor sector’s upgrading ability in developing a 7-nm chip, the US needs what one tech analyst baptized ‘Asia’s chipmaking godfathers’, among them Japan’s Yukio Sakamoto who became disillusioned with Micron Technology corporation in 2019 and joined China’s Tsinghua firm. In June 2022, he signed a deal with China’s SwaySure company, dealing another blow to Biden’s semiconductors global campaign to undercut Chinese firms. 

Like most capitalists, the Japanese chipmaking godfather has been chasing the best investments, regardless of Pax Americana semiconductor zones of influence strategies, or even government subsidies with too many strings attached. While China accounts for a mere 15%, the US has a decisive semiconductor production advantage. Because the US knows that once factoring into the equation foreign-based firms and prospects for development, only zones of influence under a fragmented world trade system can slow down China. Zones of influence cannot deliver results, however, if corporations and investors do not cooperate, or if they do so with half-hearted measures.225

 

Not until Russia’s war in Ukraine did the US plan to slow down China reveal its crude combination of late 19th-century imperialism and early Cold War recklessness in the multi-layered world of neoliberalism. The problem with such strategies is that billions of innocent people paid the price, including triple-digit inflation for several countries, especially in the Global South with Lebanon, Zimbabwe, and Sri Lanka taking major hits. The inter-core competition carries monumental risks of a global recession with much higher inequality, volatile reserve currencies, lower social mobility, and increased prospects for neoliberal authoritarianism. As a result of contradictions in Western strategies for hegemony, the neoliberal model itself has come under fire not just from critics, but neoliberals of different political camps.226

 

CHAPTER II:

 

Neoliberalism’s Path to Authoritarianism

 

Illiberal Democracy in Neoliberal Society

 

Behind the thin veneer of neoliberalism, which many of its apologists either assume or pretend is consistent with liberal democracy, rests social destabilization, inequality, and authoritarianism. After Donald Trump won the election in 2016, some political analysts were drawing comparisons with the Eighteenth Brumaire of Louis Bonaparte coup in 1851. While the closest that Trump came to a coup was on 6 January 2021, his rise to office was a reflection of conditions similar to those of mid-19th century France. 

 

“Both countries [19th century France and 21st century US] prepared the groundwork for the rise of authoritarian politics through the increasing desperation of poor and working people and a decimated left that subordinated itself to capitalist parties. In these outbreaks of common discontent, members of vulnerable groups found themselves lured in by the siren song of right-wing strongmen... Bonaparte had sympathy from proletarians and the petty bourgeoisie, who hailed him as the "scourge of Cavaignac"--the general who violently suppressed working class revolts and was a candidate of the Party of Order. Likewise, the disaffected white elements of the rural poor, workers and middle-class voters saw in Trump the scourge of Clinton's neoliberal agenda.”227

 

Forging consensus among the nobility and bourgeoisie, Louis-Napoleon’s internal coup to end constitutionalism with populist middle-class mobilization set a dangerous precedent for authoritarianism in the name of a non-existent popular mandate. After the storming of Congress on 6 January 2021, with the blessing of the White House, Trump’s Bonapartism comparison became more evident for many people trying to make sense of what happened to the nation priding itself on division and separation of powers.228

 

Among many others in the traditionally conservative, populist-nationalist, technocratic, or some combination category, Hungary’s Prime Minister Viktor Mihály Orban's (2010-present) authoritarian neoliberal regime falls in the same category as Trump’s. Given the numerous contradictions in the neoliberal ideology, not the least of which are nationalism, militarism, and social exclusion, authoritarian liberalism becomes an inevitable mechanism to reconcile such contradictions while maintaining capital accumulation that exacerbates the very contradictions that the state endeavors to resolve.229 

 

Combined with structural inequality at home, 19th-century imperialism undercut 18th-century philosophical tenets of popular sovereignty and social justice. From the First Opium War (1838) to the Boer War in South Africa (1899-1902), and to the Second Moroccan Crisis (Agadir Crisis, 1911), among several other wars of imperialism, Western powers caused massive destruction and chaos in Asia and Africa, all of which eventually led to WWI and the twilight of northwest Europe as the core of the capitalist world economy. The advanced capitalist countries’ struggle for markets and mastery of the Global South led to the demise of European hegemony and the dawning of the American century.

 

John Hobson (Imperialism: A Study, 1902) and Rosa Luxemburg (The Accumulation of Capital: A Contribution to an Economic Explanation of Imperialism, 1913) captured in their analysis capitalism’s inherent social inequality within the belligerent countries and the forcible geographic expansion beyond its sovereign borders that led to imperialist wars. Neo-feudal labor relations under neoliberalism’s class war have driven the declining inter-Atlantic core toward imperialist conditions with similar dynamics as the late 19th-early 20th century.230

 

John Bellamy Foster’s “Late Imperialism” succinctly captures the neoliberal era’s authoritarian path in the quest for market greater global share. “There is no question that world capitalism has changed in the century since the First World War when Lenin developed his critique of the imperialist stage. Yet, this has to be seen in the context of a historical dialectic that embraces continuity as well as change. Imperialism is a historical as much as a theoretical category. ...today we are clearly in an era of late imperialism associated with generalized monopoly-finance capital; the globalization of production; new forms of surplus extraction from the periphery to the center; and epochal economic, military, and environmental challenges. The crises facing the system and human society as a whole are now so severe that they are creating new fissures in the state in both the advanced capitalist and emerging economies, with rapid growth of protofascist and neofascist tendencies, on the one hand, and a revival of socialism, on the other.”231

 

Just like scholars in the 21st century have been analyzing and searching for answers on the consolidation of imperialism and decline of democracy, after WWI, political economist Joseph Schumpeter tried to make sense of why Western civilization and the rationalist-liberal order crumbled under the weight of a series of smaller wars leading to global war and economic depression. Analyzing the relationship of the capitalist class with the state, Schumpeter, unlike Lenin and Luxemburg who viewed imperialism as the root cause of wars, maintained that imperialism was a ‘will to power’, an atavism not symptomatic of capitalism as Hobson, Luxemburg, and Lenin argued. 

 

“The bourgeoisie did not simply supplant the sovereign, nor did it make him its leader, as did the nobility. It merely wrested a portion of its power from him and for the rest submitted to him. It did not take over from the sovereign the state as an abstract form of organization. The state remained a special social power, confronting the bourgeoisie. In some countries, it has continued to play that role to the present day. It is in the state that the bourgeoisie with its interests seeks refuge and protection against external and even domestic enemies. The bourgeoisie seeks to win over the state for itself, and in return serves the state and state interests that are different from its own.”232

 

Whereas John Stuart Mill (Principles of Political Economy, 1871), advocated legal private property reform to promote a more egalitarian political economy, Schumpeter rejected the flirtation with the welfare state and economic distribution laws as an act of policymakers serving specific interests. Mill hoped for a futuristic society where social justice was taken into account. Schumpeter believed and probably hoped that innovation would save capitalism, dreading that under the liberal regime, the political economy would ultimately fail. It is precisely this fear and hope that neoliberals also entertain and which led some to embrace authoritarianism as a means of saving capitalism from its own “success” of concentrated capital accumulation.233 

 

With the advent of interwar totalitarianism and militarism, Europeans experienced the unraveling of the Enlightenment Era’s rationalist order that WWI had seriously wounded. Big capital’s quest for higher profits accompanied by fear and disdain of workers as obstacles to capital expansion played a key role in interwar developments from the speculative 1920s to the depression of the 1930s. The same interwar motivating factors of big capital were present late 20th -early 21st century neoliberal era during which socioeconomic polarization accounted for the rapid spread of authoritarian capitalist policies to which IMF austerity contributed.234

 

Characterized by socioeconomic elitism, gender, racial, and ethnic inequality, limits on freedom of expression, human rights, and civil rights, the crisis of interwar liberal democracy was symptomatic of the crisis in capitalism and the struggle to save it. Just as the pursuit of concentrated capital accumulation under irreconcilable contradictions during the interwar era eroded liberal democracy and led to varieties of authoritarian regimes, similar contradictions exist under the neoliberal social contract.235 

 

Tested in Chile during the Pinochet dictatorship, neoliberalism became the laboratory for the global transformation model. Vising Chile, Milton Friedman, James M. Buchanan, and Friedrich Hayek observed, advised, and tested neoliberal constitutionalism under the repressive Pinochet dictatorship. All of them presented it as best suited for the market economy. Friedman proclaimed neoliberal Chile a ‘miracle’. 

 

Latin American scholar Andre Gunder Frank published an open letter to Freidman (Economic Genocide in Chile: Open Letter to Milton Friedman and Arnold Harberger, 1976) about the well-documented atrocities in Chile. A few years before the UK and US institutionalized the model, testing full-blown neoliberalism under a military dictatorship raised questions about how this model could coexist under liberal democracy without incorporating aspects of authoritarianism to achieve sociopolitical conformity and capital accumulation goals.236 

 

In “The Political Economy of Neoliberalism and Illiberal Democracy”, Garry Jacobs argues that although classical liberal economics operates in a pluralistic and presumably non-militaristic society, democracy is under siege as a result of the neoliberal transformation. “The tolerance, openness, and inclusiveness on which modern democracy is founded are being rejected by candidates and voters in favor of sectarian, parochial fears and interests... Party politics has been polarized into a winner-take-all fight to the finish by vested interests and impassioned extremist minorities trying to impose their agendas on a complacent majority. Corporate power and money power are transforming representative governments into plutocratic pseudo-democracies. Fundamentalists are seizing the instruments of secular democracy to impose intolerant linguistic, racial, and religious homogeneity in place of the principles of liberty and harmonious heterogeneity that are democracy’s foundation and pinnacle of achievement.”237

 

To engender domestic sociopolitical conformity and achieve concentrated capital accumulation under more thorough global economic integration, neoliberals present the model as the vanguard of democracy. The question is not so much that the pluralist political camp under the neoliberal political umbrella pursues a strategy of populist inclusion to mobilize a popular base, while the rightwing promotes exclusionary policies. The degree to which each dilutes liberal-democratic institutions and normalizes authoritarianism under liberalism is really at issue. Both pluralists and rightwing populists share the common goal of the individual’s institutional submission and molding of the consumer-citizen’s subjective reality around the neoliberal ideology. Regardless of political mobilization strategies, this necessarily leads to authoritarianism because the system breeds resistance owing to rising inequality and exclusionary populism.238

 

Relying on traditional political, economic, religious, and cultural conservatism, exclusionary populism is the culmination of many factors. Some scholars have argued that the populist right is the offspring of neoliberalism, while others maintain that liberals are globalization promoters, and both serve the same social contract.239 Baptizing populism “Populocracy”, Catherine Fieschi stresses that its goal is to undermine collective endeavors required for various social and environmental issues. Under neoliberalism, ‘Populocracy’ has been symptomatic of and a reaction to globalization and culture wars that distract from the class struggle boiling just beneath the political/cultural surface.240

 

Rhetorically denouncing economic integration under market hegemony, populist rightwing politicians assert the importance of national capitalism and opposition to globalization. Operating within the perimeters of neoliberal policies, they promote capital accumulation as do globalization liberal pluralists. The differences between the two camps rest in co-optation strategies, with the populists resorting to socio-cultural and nationalist extremism, racism, ethnocentrism, Islamophobia, and religious bigotry as political strategies to mobilize the mass base.241

 

From Eastern Europe, South Asia, and Africa, to the Western Hemisphere, rightwing populist trends reflect a global triumph by a segment of neoliberal business people and the bourgeois political class with the corporate media incessantly propagating social cooptation and conformity. Unquestionably, there is a direct correlation between the internationalization of the Western neoliberal transformation model, especially in the post-Soviet world order, and the rise of populism reacting to the gap between what capitalism promises and the reality of chronic downward pressures on living standards amid an expanding world economy and wealth concentration. Considering that in 2021, the richest 1% own half of the world's net wealth, and the bottom 90% own just 15% of total wealth, neoliberalism’s record speaks for itself.242 

 

Not only the US, but Europe has been flirting with ‘illiberal democracy’ with politicians operating inside the electoral process as did Trump. During national elections in Bosnia in 1996, US diplomat Richard Holbrooke wondered about the former Yugoslav republics’ rightwing path.  "Suppose the election was declared free and fair and those elected are "racists, fascists, separatists, who are publicly opposed to [peace and reintegration]. That is the dilemma."243

 

Exactly twenty years after Holbrooke’s remarks about "racists, fascists, separatists” in the Balkans, the US elected Trump, along with likeminded GOP local, state, and national politicians, rightwing judges, and school board members in favor of banning books that offend the sensibilities of racists. Manifesting itself in culture wars as a strategy to distract from the undercurrent of class war, the institutionalized rightwing populist wave deliberately undermined workers’ solidarity and mobilized a mass voting base rooted in exclusionary populist ideology. A structural issue that transcends personalities, beginning with Reagan, autocratization was symptomatic of the link to neoliberal transformation. Considering that modern liberal democracy entails ‘majoritarianism’ with all the caveats regarding policy, authoritarianism is embedded in democracy, whether under Trump or any other elected head of state in the world.244

 

After the election of 2016, some mainstream political observers analyzing right-wing policies concluded that neoliberalism was leading toward a Fascist-like regime. Whether in the US, India, Brazil, Turkey, or Hungary, there is no leap of faith in how illiberal democracy’s popularity flourished under the neoliberal social contract. In 2016, Manuela Cadelli, President of the Magistrates Union of Belgium, concluded that neoliberalism is a form of fascism. This is also the position of scholars, journalists, and progressive politicians arguing that the Trump administration pursued neoliberal policies with a populist ideological and cultural platform to keep a popular base loyal to the Republican Party that the mass base historically identified with the elite. Given America’s changing demographics favoring the Democrats, the GOP moved to rightwing populism to remain competitive. This meant that the popular base moved to the cultural right of mainstream business conservatism which retained control of the party machinery.

 

“Fascism may be defined as the subordination of every part of the State to a totalitarian and nihilistic ideology.” Manuela Cadelli wrote. “I argue that neoliberalism is a species of fascism because the economy has brought under subjection not only the government of democratic countries but also every aspect of our thought. The state is now at the disposal of the economy and roof finance, which treat it as a subordinate and lord over it to an extent that puts the common good in jeopardy.”245 

 

Unleashing elements characteristic of the interwar Fascist era, neoliberalism drives society toward centralized autocracy. Mobilizing the middle class and elements of the working class, neoliberal authoritarian regimes start by neutralizing any widespread popular opposition. Interwar Italian Communist Party leaders Antonio Gramsci and Palmiro Togliatti concluded that Fascism was the outgrowth of advanced capitalism’s crisis and a reactionary movement to exploit the disgruntled working class, along with the urban and rural petit bourgeoisie by forming their mass movement comprised of the same elements.

 

Largely because the institutional structure has conditioned them into conformity for survival, most people accept the status quo and identify with it, thus defending rather than criticizing it. Without grasping the neoliberal model’s eclectic complexities, mass followers support the status quo under which it operates through political parties packaging transformation under different modalities. No matter how tyrannical, they accept political hegemony, in part because mainstream institutions present the status quo as the norm as part of the ideological-cultural dominant structure inculcated in mass consciousness.246

 

Just as it was difficult to survive under Italian Fascism and German Nazism for those opposing the regime and its institutions, it is no different under the neoliberal social contract. Exiled during the Mussolini regime, Palmiro Togliatti cautioned about vilifying workers who joined the ruling party merely out of the necessity to survive. Revolutionary syndicalism had been the first home of Fascist cadres who mobilized workers who placed their families’ survival above ideology and party affiliation. Systemic exploitation ingrained into society passes as the norm to which neoliberal institutions assign legitimacy and expect social relations to proceed accordingly. Whether under liberal-pluralist or rightwing populism, subtle and overt neoliberal institutional repression targets workers, minority groups, migrants, and working-class women, demonizing and distracting the general public from the model’s structural character and promoting inequality.247 

 

As though social justice is a fad associated with a specific era of extreme socioeconomic conditions like the Great Depression, or the 1960s counterculture movement, mainstream media, neoliberal politicians, and the corporate community denounce those clamoring for human rights, progressive reform, and systemic change, wishing the return of the Keynesian state. Considering that the media reinforces and validates the legitimacy of the social contract, the political class and social elites enjoy the freedom to shape and normalize the state’s neoliberal goals under a surveillance quasi-police state in the digital era. 

 

In the age when people default surveillance capitalism to the same technology used to detect foreign enemies and domestic criminals, shaping consumer-citizens’ subjective reality goes without notice in the mass consciousness for profit. Out of this consumer culture emerged “reality TV” which reinforces neoliberalism’s commodified society.248 As Nick Couldry put it, “Reality TV … is, in effect, a “secret theatre” of the neoliberal workplace, allowing the acting out in the form of ritualized play many of the skills required in the “flexible” work economy: “passion”, emotional commitment, individual adaptability, the combination of team conformity and personal ambition.249

 

Neoliberal culture has conditioned people to focus narrowly on their role as consumer citizens, not on the class-based institutional structure that determines social relations. Chatting on the cell phone, laptop, or iPad, the “reality TV” mindset reinforcing neoliberal values is among the market tools promoting consumer illusions about free will while inculcating the hegemonic culture molding free will. Partly because of the communications revolution in the digital age, neoliberal politicians, business people, corporate media, and various apologists with access to the public airwaves mold the consumer-citizen beyond loyalty to the social contract, not just into mechanical market observance but total institutional submission by reshaping the person’s values and identity. Molding every aspect of society and the individual, neoliberal cultural appropriation is more thoroughly intrusive than Medieval religious and feudal/manorial institutions that shaped the worldview of peasants and serfs without the benefit of the means of communication available in the 21st century.250

 

As Anis Shivani points out, neoliberalism has succeeded in redefining subjectivity more than any past ideologies. “Classical liberalism was successful too, for two and a half centuries, in people’s self-definition, although communism and fascism succeeded less well in realizing the “new man.” It cannot be emphasized enough that neoliberalism is not classical liberalism, or a return to a purer version of it, as is commonly misunderstood; it is a new thing, because the market, for one thing, is not at all free and untethered and dynamic in the sense that classical liberalism idealized it.”251 

 

Amid the mostly symbolic UN “Millennium Campaign” (2000-present) to reduce global poverty within the neoliberal market, rising social inequality, political instability, and loss of public confidence in mainstream bourgeois parties created a new age of mass anxiety as much in the G7 as in the Global South. This was especially the case after the Great Recession, the COVID-19 pandemic outbreak, the Russian invasion of Ukraine, and the global stagflation/recession that ensued.252

To distract the public from neoliberalism at the root of downward social mobility, rightwing populists defaulted economic and social problems to minorities, migrants, workers, and marginalized groups, all defaulted to the ‘angry voter’ category. The result was a rise in human rights violations in the age of mass anxiety. Governments, political parties, mainstream media, social media, and popular entertainment reinforce sociocultural stereotypes and the concept of the hero and anti-hero Medieval archetypes with elements of glorified violence presented as cathartic for the individual.253

 

Representing the UN Human Rights agency, Prince Zeid bin Ra’ad al-Hussein reported that 2016 was a disastrous year for human rights. Largely because of the US-led global war on terror as a substitute for the Cold War reignited against both Russia and China, Samuel Huntington’s Clash of Civilizations (1993) post-Cold War ideological construct became ingrained in the political consciousness of the institutional mainstream and cultural milieu, offering a sense of superiority to the declining West. “In some parts of Europe, and the United States, anti-foreigner rhetoric full of unbridled vitriol and hatred, is proliferating to a frightening degree and is increasingly unchallenged. The rhetoric of fascism is no longer confined to a secret underworld of fascists, meeting in ill-lit clubs or on the 'deep net'.  It is becoming part of normal daily discourse.”254 

 

Because neoliberalism drove all mainstream political parties to the right, the progressive parties espousing a Keynesian state were not as radical during the neoliberal era as the Vietnam War’s protest generation that aspired to social justice. Mainstream institutions have promoted the idea that society must reject anything outside the hegemonic market, as all institutions reflect. This goes beyond Karl Popper’s neoconservative construct. Where sociopolitical conformity follows because survival outside the system is neither desirable nor viable is a method flirting with neo-totalitarianism. The contradiction of neoliberalism rests in the system’s goal of integrating everyone into the mold, thereby leaving no room outside the social contract structurally based on social exclusion.255

 

The financial, political, and media support that certain corporations and wealthy individuals provide to conservative organizations explains why a segment of the middle class and even the working class constitute the expanding popular base of populist groups. Because democratic consensus breaks down as disparate elements among the private sector and public sector elite diverge, counterrevolution from within the extreme right becomes inevitable.256 

 

“Rather than subversion of the normative order causing suffering, rebellion or revolution that might establish a new nomos of shared life as a way of establishing a new governing logic, the dissociated elements of disintegrating democratic formations identify with the very power responsible for their subjection--capital, the state and, the strong leader.  Thus, the possibility of fascism is not negated in neoliberal formations but is an ever-present possibility arising within it.  Because the value of the social order as such is never in itself sufficient to maintain its constitution, it must have recourse to an external value, which is the order of the sacred embodied by the sovereign.257 

 

Published one year after the storming of the US Capitol, a public opinion poll indicated that 64% of those surveyed believed democracy was in crisis, and 70% believed that the US was ‘failing’. The same percentage of Americans who stated that the country was ‘failing’, also believed that the economic system unfairly favors the wealthy. Public opinion surveys in several countries, including the US, indicate that most people do not favor the existing social contract rooted in neoliberal globalization that impacts everything from living standards and labor policy to the judicial system and foreign affairs.258 

 

Many among the lower middle class and a segment of culturally-conservative workers have historically supported rightwing populism especially when there is a rise in inequality. Besides nationalism identified with the powerful elites as guardians of the national interest, segments of the middle class and the working class accept the neoliberal myth that salvation rests with the same social contract responsible for existing problems. As has been the case historically, religion and commercial “popular culture” played a key role in pulling the masses to the right. While widespread disillusionment with neoliberal globalization seems to be at the core of the rise of rightwing populism, the common denominator is downward social mobility and confusion about what or who is at fault.259 

 

As Garry Jacobs argues, “Even mature democracies show signs of degenerating into their illiberal namesakes. The historical record confirms that peaceful, prosperous, free, and harmonious societies can best be nurtured by the widest possible distribution of all forms of power—political, economic, educational, scientific, technological, and social—to the greatest extent to the greatest number. The aspiration for individual freedom can only be realized and preserved when it is married with the right to social equality. The mutual interdependence of the individual and the collective is the key to their reconciliation and humanity’s future.”260 

 

With the mass communications panoply at their disposal, policymakers and promoters have indoctrinated the public that generally aligns with the neoliberal agenda, despite skepticism regarding specific policies and the media.261 Considering the low level of public trust in the mainstream media, which most people regardless of political/ideological position view as propaganda rather than informational, cynicism about national and international institutions prevails.

 

Fomenting skepticism about the legitimacy of institutions plays into the rightwing ideology of disparate elements, especially those on the right, unwittingly or knowingly supporting the neoliberal social contract. In the eyes of the public, the fierce power struggle among mainstream political parties to manage the state on behalf of capital has undermined the credibility of the bourgeois political class whose policies run counter to the public interest and undercut voter preferences. For example, businesses relocating from one country to the other chasing maximum profits undermines the ‘democratic’ or populist political class commitment to strengthen the economy and secure jobs in the home base; a point that authoritarian neoliberals were making but pluralists quickly followed as well in supporting reshoring, especially from China.262

 

Operating under the illusion that political salvation comes from anti-institutionalist political messiahs, presumably those presenting themselves above politics, a version of 21st century Bonapartism, a segment of the disgruntled middle class and working class turn to rightwing populist politicians, without realizing that they too safeguard the neoliberal social contract as much as the liberals. This has been as evident in France where the neoliberal pluralist model focused on class war strengthened neo-Fascist Marine Le Pen’s Rassemblement National, as in Trump’s America where the Democratic Party’s pluralist neoliberal policies became the rallying cry of populists.263

 

As The Economist points out, by 2016, widespread disillusionment with globalization policies drove people to the right in search of an enemy to blame for calamities that befell society. “Beset by stagnant wage growth, less than half of respondents in America, Britain, and France believe that globalization is a “force for good” in the world. Westerners also say the world is getting worse. Even Americans, generally an optimistic lot, are feeling blue: just 11% believe the world has improved in the past year. The turn towards nationalism is especially pronounced in France, the cradle of liberty. Some 52% of the French now believe that their economy should not have to rely on imports, and just 13% reckon that immigration has a positive effect on their country. France is divided as to whether or not multiculturalism is something to be embraced. Such findings will be music to the ears of Marine Le Pen, the leader of the National Front, France’s nationalist, Eurosceptic party. Current (and admittedly early) polling has her tied for first place in the 2017 French presidential race.”264 

 

Partly through lobbying efforts but primarily through the media, consulting firms, law offices representing charity organizations, and political action committees, the capitalist class provides a variety of support for right-wing politicians to mobilize the population behind simpleminded authoritarian solutions to society’s complex multi-layered structural problems. Intertwined with neoliberal authoritarianism to obscure the fact that populists serve neoliberal transformation as faithfully as their liberal opponents, deep-rooted ideological and cultural traits float to the top. 

 

Varieties of populism include ‘Lepenism’, Le Pen’s Rassemblement National, Modism, Modi’s Indian Bharatiya Janata Party (Indian Peoples’ Party), and Trumpism in the US, all sharing conservative cultural traits and the cult of personality following as part of the popular base. The ultimate goal of all rightwing populists has been to camouflage deregulation, privatization, and corporate welfare, using the fiscal and monetary structure for capital accumulation and anti-labor policies under the guise of “protecting” workers from the tyranny of unionization.265

Having molded the popular base into accepting the party’s ideological boundaries to include populists at the core, traditional conservatives in the US, UK, France, and all around the world followed a political course and tactics similar to those of interwar conservatives who eventually backed Fascism. Just as liberals refused to believe in the imminent rise of fascism as a movement amid the parliamentary system’s collapse and capitalism’s crisis of the 1920s, similarly, 21st-century liberals have not accepted populism’s global trend as a symptom of neoliberalism’s crisis. 

 

In an article entitled “Populism is not Fascism: But it could be a Harbinger”, Sheri Berman points out that liberal bourgeois democracy around the world is losing ground to rightwing populism. This was as true in 2016 when Trump won the presidency, as in 2022 when Marine Le Pen was Macron’s major presidential opponent or Giorgia Meloni of the neo-Fascist Fratelli d'Italia became Prime Minister. US and EU public opinion polls point to pessimism about democracy’s future, as political polarization is taking root. Considering the rise of the far right across Europe and the US, public pessimism about democracy is justified.266

 

Drawing on parallels between fascism and populism, Ishay Landa (The Apprentice’s Sorcerer. Liberal Tradition and Fascism, 2010) and Federico Finchelstein (From Fascism to Populism, 2019) point to liberal political economy containing the seeds of fascism, indoctrination, and mythology that replaces empirical reality. In the absence of analyzing structural socioeconomic, political, and cultural causes for the rise of authoritarianism during the neoliberal phase, it stands to reason that it is a marginal outgrowth of mainstream conservatism amid liberalism’s decline.267

 

Just as Fascists and Nazis consolidated power with the considerable backing of industrialists and bankers during the interwar era, so did 21st-century populist politicians that wealthy individuals financed promise to protect and expand national capitalism by undercutting Keynesianism. Inherent neoliberal contradictions represent a desperate struggle to curb Keynesian social structure accumulation and expand capitalist appropriation. Indicative of the deepening neoliberal crisis, the state declares war on any institution diluting market hegemony, regardless of how injurious to bourgeois democracy.268

 

Richard D. Wolff contends that social conditions and conflicts within the nation-state determine the level of cooperation between the dominant class and state apparatus. “In certain extreme conditions, a centralized State merged with a capitalist class of large, concentrated employers into a system called fascism. The 20th century saw several major examples of fascism's rise and fall. Now again, fascism looms as a possible resort of capitalism in trouble. Usually, the transition from decentralized to centralized States reflected social conditions in which dominant classes needed to strengthen State power to reproduce the system they dominated. They feared that otherwise, social conditions would provoke a collapse of their system and/or movements to a different economic system. In either case, their social dominance was at stake. Because that situation now looms on our historical agenda, so too does fascism.”269

 

Regardless of the rise in authoritarianism and the global rise in inequality, especially after the Great Recession of 2007-2008 and the pandemic of 2020-2022, neoliberal cheerleaders remained stuck in the unipolar World Order that the US forged in the 1990s. As long as capitalist appropriation continued, glittering on the surface but casting a dark shadow over the middle class and workers, neoliberal Gilded Age apologists stayed the course. The problem arose once statistics indicated that from 1978 to 2012, China’s per capita GDP rose 40-fold, while US real GDP rose two-and-a-half times. During the same period, the entire Western neoliberal Gilded Age witnessed downward pressure on wages and social mobility.270 

 

Relying on cheerleading Western-centered studies such as Samuel Huntington’s “The Clash of Civilizations and the Remaking of the World Order” and Francis Fukuyama’s “End of History and the Last Man”, Western neoliberals celebrated the triumph of trans-Atlantic capitalism, projecting the impression of teleological salvation under Pax Americana’s wings. “In neoliberalism, the ‘free market’ is not merely a tool for exchange, but a purposeful force – guided by an ‘invisible hand’ – that strives toward a positive economic goal in ways that are beyond human understanding.”271 Almost mystical analysis of a predatory system as though it has a will of its own reflects how mesmerized its followers have been, no matter the empirical evidence of rising inequality and authoritarianism.  

The quest to articulate a unifying theory that explained the end of the Cold War and the emergence of the multi-polar order led some scholars right back to Cold War assumptions about the importance of maintaining Western global hegemony under Western aegis in every area from determining the balance of power to managing the transformation’s global reach amid the integration of former Soviet republics into the Western orbit. The generically selective manufactured “war on terror” became the raison d'être to replace the East-West confrontation, thus perpetuating Pax Americana’s post-Cold War institutional structure which the neoliberal model absorbed. A pretext to continue the policy of military Keynesianism of high defense budgets, military adventures, and weaponized trade and currency, the War on Terror followed by the new Cold War represented a remarkable continuity of the post-WWII World Order.272

 

Analyzing how neoliberalism integrated military Keynesianism into the “privatization model”, James Cypher notes that like all other public sectors, the defense also fell in the same matrix. “Neoliberals believe, a priori, that all public sector activities are inefficient and that (thanks to the regulating role of the free market) private sector activities are a model of efficiency. Hence, get the military out of every sort of activity to the fullest degree possible. This model is now in place in Iraq, where private contractors (operating an unofficial army with over a hundred thousand employees) have enjoyed unrestrained opportunities to amass quick profits. As a result, a new addition to the military-industrial complex—a vast constellation of contractors employing a shadow military with a vested interest in higher levels of military spending, particularly in the high-profit intervention/reconstruction business—has been created over the last fifteen years.”273

 

After the 9/11 jihadist attacks on US targets, the counter-terrorism regime with Homeland Security coordinating domestic and some foreign security operations took another turn toward illiberal democracy. What followed was a two-decade military occupation of Afghanistan and Iraq. Especially in Iraq’s case, neoliberal transformation rested not on “free markets” but on a quasi-colonial military occupation. Looking for a pretext to continue expanding in the post-Cold War and increase defense spending, the military-industrial complex, already an integral part of the neoliberal-digital matrix, relied on the global market hegemony model amid the war on terror.274 

 

Largely a pretext to perpetuate Pax Americana, but partly a mass distraction from structural problems in Western societies, the military-industrial complex became more prominent. High-tech applications in modernizing weapons entailed that tech companies were as eager to secure defense contracts as traditional weapons manufacturers. Deeply ingrained into the public consciousness, the ‘war on terror’ reinvigorated Pax Americana under the neoliberal political economy. Despite the path toward illiberal democracy justified in the name of the war on terror after the 9/11 attacks, old industries and high-tech, especially digital electronics and telecommunications, supported the merging of neoliberal policies with Cold War-style military Keynesian policies.275 

 

The US defense, security, and intelligence agencies signed lucrative contracts either directly with corporations or through the Defense Advanced Research Projects Administration. Silent about such contracts with companies benefiting from corporate subsidies, politicians, the media, think tank analysts, and academics reverted to Cold War assumptions, linking military hegemony to US global economic role. This is where China entered the field ‘threatening’ the West because its economy was rapidly expanding. In this regard, the thesis of a country born of empire - land, trade, and war - and emulating the colonizing mother country, as William Appleman Williams articulates in “Empire as a Way of Life”, remained relevant from the early 19th to the early 21st century. The problem with the way of life rested in the reality that American power was at its zenith in 1945 from which point there was only a gradual decline that neoliberalism hastened.276

 

Because globalization under neoliberal policies evolved rapidly after the Reagan administration, the only question in the post-Cold War era was to forge domestic and international political consensus around the war on terror and to project aggressive interventionist policies as ‘defensive’ of the civilized Western World. As the US and NATO defense/intelligence budgets rose sharply after 9/11, there were more corporate subsidies and lucrative contracts to the defense industry because of the Homeland Security agency which in turn influenced the FBI and local police in so far as they behaved like the armed forces preparing to confront a foreign enemy. The convergence of military Keynesianism and neoliberalism hastened the erosion of the social welfare state along with liberal democracy under a militarized surveillance state. US police operating like combatants on the battlefield was in many respects militarism reflected in a more gun-violent society increasingly moving toward authoritarianism.277 

‘Third Wave Democracy’ or Illiberal Democracy?

 

The waning of Keynesianism and the nascent phase of neoliberal globalization captured the attention of scholars throughout the world. Even before Roland Robertson’s Globalization: Social Theory and Global Culture (1992), which helped to coin the term, there were studies like Global Reach: The Power of Multinational Corporations, (1974) by Richard J. Barnett and Ronald E. Muller and Global Rift: The Third World Comes of Age, (1981) by L.S. Stavrianos dealing with globalization historically to illustrate the social impact of capitalism transcending national borders and the uneven North-South relationship. 

 

It was against this background that Michel Foucault’s lectures (The Birth of Biopolitics, 1978-1979) reflected ambiguities about neoliberalism in the immediate post-Vietnam era when Keynesianism appeared to have reached its twilight. Since the 1980s, globalization apologists have been confident that neoliberalism and military Keynesianism would deliver a more ‘democratic’ and prosperous American-centered world. Official pronouncements by the US and its Western European allies to integrate the world under the Washington Consensus and geopolitical orbit were more a reflection of Communism’s fall than any substantive improvement either in social conditions, democracy, or global peace. After all, US global military engagement from Afghanistan to Syria in the first two decades of the 21st century proved that transformation precluded both economic development and that democratization under greater geopolitical stability was empty rhetoric.

 

A few scholars, most notably Noam Chomsky (Profit over People: Neoliberalism and the Global Order, 1999), maintain that the post-Cold War transition to the war on terror coinciding with the global neoliberal transformation represented a greater threat to democracy than did the old Cold War. By contrast, Samuel Huntington’s The Third Wave: Democratization in the Late Twentieth Century, (1991) was optimistic on every front about Pax Americana’s triumph and global democratization waves. By the end of the 2010s, the world was headed closer to where Chomsky feared than where Huntington had hoped. “Third Wave” democracy was part of first-wave neoliberalism during the Thatcher-Reagan counterrevolution, while the neoliberal class war was leading countries toward authoritarianism.278

 

Huntington credited US policy from Truman to Reagan for the success of integrating the world economically, politically, and geopolitically. Characterized by sweeping generalizations about ‘democracy’ equated with capitalism, his analysis of the transition from authoritarianism to 'democracy' reflects US-Western ideological assumptions divorced from empirical political and social realities in “Third Wave” countries - Portugal, Spain and Greece during the mid-1970s, Latin America, Philippines, South Korea, and Taiwan during the 1980s, and Eastern Europe after the Soviet bloc’s collapse.

 

The grand transition from authoritarianism to “Third Wave” democracy followed in the path of the First Wave of liberal democracy in Canada, Australia, and Italy after unification in 1860 and Germany after the unification through the War of 1870. Along with northwest European countries, the US and Argentina were in the “First Wave” from the late 19th century to the interwar era. “First Wave” democracy coincided with the “Age of Imperialism” and Social Darwinism amid the prevalence of racism and marginalization of minorities, women, and the working class.279

 

Considering the level of social marginalization, especially in the US under Jim Crow laws, cultural ethnocentrism permeated the mainstream along with anti-labor policies and institutional, legal, and cultural resistance to social justice. Like many Western liberal thinkers, Huntington equated democracy with the multi-party electoral system under capitalism where a limited number of citizens enjoy political rights to elect representatives from establishment party-selected candidates. All “First Wave” democratic countries had a philosophical commitment to “equality of opportunity” for upward social mobility as capitalism’s promise, excluding women, ethnic, and racial groups. Despite the pre-selected pro-establishment candidates offered to citizens for their endorsement, the process afforded legitimacy to the democratic government of public consensus.280 

 

The “Second Wave” took place from the end of WWII until the mid-1970s. This was the period when the US integrated a large number of countries under its military and economic orbit using the Communist bloc to justify Pax Americana’s Western hegemony. To the degree that several countries adopted the market economy under an electoral system, they met Huntington’s ‘democracy’ criteria. In the spring of 1974, the “Third Wave” began with Portugal’s “Carnation Revolution”. Later that summer, the “Third Wave” spread to Greece when the military junta collapsed after a disastrous military adventure in Cyprus that included staging a coup to install a junta while provoking a Turkish response in July-August 1974. In November 1975, Spain’s dictator for life Francisco Franco died, followed by a representative government, competing with the southern European circle of bourgeois democracy.281

 

Several Latin American republics, most significantly Argentina in 1983 and Brazil in 1985, Taiwan in 1985, and the Philippines in 1986, transitioned from authoritarianism to representative government. In the 1990s, the former Soviet republics transitioned out of Communism into capitalism, thus, earning their democracy stipes. Equating democracy with global integration into the capitalist system and the Western electoral model, Huntington contended that the world was headed toward the path of pluralism. This was on the eve of neoliberal transformation. Four decades after the end of dictatorship in Southern Europe, history proved that far from democratic waves the seeds of illiberal democracy were planted during the “third wave” in Southern and Eastern Europe, in the East Asian semi-periphery, and even in the trans-Atlantic core.282

 

Reflecting US superpower status, the “modernization theory”, which emerged during the early Cold War to justify Pax Americana’s global reach, became a part of the “Third Wave” thesis. Celebrating both the end of Communism and neoliberalism’s ascendancy, its goal was US global reach even before the neoliberal era precluded democratization and development. Huntington was as aware of this as Chomsky. Unlike the ‘waves democracy’ theoretician who accepted the premise of economically, politically, and militarily subservient relationship of the periphery to the advanced capitalist countries, Chomsky decried neo-imperialist premises.283

 

Ignoring socioeconomic and institutional inequality, especially for people of color and women, trans-Atlantic-centered “Third Wave” and “modernization theory” was predicated on economic growth taking place within the confines of Western-led trade structure based on uneven terms of trade and financial dependence. Even when judged by its criteria of social mobility, Horatio Alger’s 19th-century rags to riches theme, structural inequality is built into the political economy. During the various waves of democracy operating under the modernization theory, working-class conditions have deteriorated. Furthermore, downward social mobility even in the US has been a harsh reality from the late 1970s to the present. Despite the myth of “liberal ascendancy” which market economy apologists equate with democracy, statistics of social marginalization tell a different story.284

 

In Capitalism, Socialism and Democracy (1942) Joseph Schumpeter advanced the argument of an “elite model of participatory democracy” in which the average person who lacks the intelligence of politics does not participate, while an elite minority does. If the will of the people is the product, not the motive power of the political process, then in practice democracy operates within an elitism model. This is as valid under neoliberalism as under Keynesianism when Schumpeter was writing. 

 

Through the institutional structure and hegemonic culture, the elites manipulate and manufacture public opinion and consent, cultivating the illusion of popular consensus. From the post-WWII Keynesian liberal-democratic synthesis to the neoliberal model, there has been a remarkable continuity of social relations. As an ideological cooptation vehicle to suppress dissent, the Cold War was as efficacious under the neoliberal model priding itself on closing all avenues to dissent by transforming every institution from public education to popular culture.285

 

Manufactured and delivered through various institutions, the dialectic of consent and resistance became even more important under neoliberalism’s all-inclusive transformation reach. The political and social elites were eager to convince the working class that transitioning from social welfare to corporate welfare would result in opportunities through trickle-down “voodoo economics” of simultaneous demand and supply side economics, which George H.W. Bush criticized before he joined the voodoo Reaganomics team. 

 

Not to mention mainstream politicians and business people, Cold War scholars accepted modernization theory assumptions to explain the transition from traditional preindustrial societies to the modern industrial world. Just as readily, they accepted “Third Wave” democracy at the critical juncture of the Soviet bloc’s collapse. Anything outside the neoliberal model was an obstacle to development and ‘consumer democracy’, no matter how to sound in achieving market equilibrium and social stability.286 

 

Helping to promote neoliberal consumer democracy, the modernization theory was the best means to articulate US transformation goals at the core of IMF and World Bank loan policies contingent upon the recipient nation implementing neoliberal policies. To integrate as many countries under its aegis as possible, presumably for their good, a menacing enemy served as the catalyst reluctantly in many cases uniting countries behind Pax Americana. Condemning the Communist bloc, many Western scholars, journalists, and politicians took it for granted that democratization and modernization emanate from the capitalist core to the Global South under uneven global geographic and social development conditions. Therefore, democracy becomes intertwined with the social order of international finance capitalism.

 

Similar to the paternalistic Western assumptions on which the modernization theory was based, Walt Rostow’s (The Stages of Economic Growth: A Non-Communist Manifesto, 1960) economic growth theory implies that development is narrowly defined to buttress capitalism in the core. Diffusion emanates from the industrialized countries to the less developed. This is presumably to achieve universal ‘modernization’ relying on Western techno-scientific skills. Operating under the patron-client model, however, the result has been that the patron core countries undermine the development of the periphery by keeping it financially and commercially dependent.287

 

A single development path based on exigent geopolitical considerations intertwined with geoeconomics, Rostow justified his implicit endorsement of imperialism in the name of anti-communism. Included in the economic growth stages, and Huntington’s Third Wave thesis is the transition from the unindustrialized traditional primary-sector-driven Global South society to industrial capitalism under Western-style liberal democracy. Influential throughout the second half of the 20th century, Rostow’s thesis was part of the mainstream in governments, international financial institutions, media, and academia, eventually, incorporated into the neoliberal paradigm.288 

 

Without exception, countries falling into the “Third Wave” and Modernization theory framework, became even more thoroughly dependent economically, more socioeconomically polarized, and authoritarian. This is as true of Latin America under US hegemony as of Africa, Asia, the Middle East, and southern and eastern Europe serving as the periphery under northwest European and US preponderate influence.289

 

Even if one accepts the assumptions of modernization and Third Wave theories without analyzing the empirical evidence of each country’s history, it is important to keep in mind Schumpeter’s contention (“Democratic Method” and Capitalism, Socialism, and Democracy) that democracy, is an institutional arrangement for arriving at political decisions through consensus by the socioeconomic and political elites in which individuals acquire the power to determine who captures the popular vote. This top-down process is not very different than corporations competing for market share where the consumer chooses between products and services operating under similar rules and conditions based on what the market offers based on its terms. Along with the preeminent neoconservative Irving Kristol, his close associate Daniel Bell, Daniel P. Moynihan, and Huntington who authored the “Trilateral Study” relied on Schumpeter’s top-down interpretation of democracy.290

 

Huntington’s argument that from the “First Wave” of minimal democracy in the 19th century to the second wave (1945-1974) characterized by US economic hegemony during the Cold War takes into account autocratization elements present in every domain from the criminal justice system to health care and education. This is especially true as the institutional structure impacts minorities and the poor institutionally and culturally. At best, democracy in the context of “waves of democracy” and modernization theory provides a picture of the elites determining the social contract, presumably based on a version of what is good for capital is good for society. As another layer on the social contract, neoliberalism has resulted in more unequal social conditions under a crumbling liberal-democratic order.

 

Other than arrogance of superpower status making transformation policy possible for the rest of the world, “waves of democracy” is a Western construct rooted in capitalism, and bourgeois values and interests, rather than empirical analysis of the global diffusion of popular sovereignty and the material improvement of workers and middle class. The author of democratic waves and Clash of Civilizations and the Remaking of World Order (1996) theories struck just the right political bipartisan note during the 1990s when neoliberalism was on its global ascendancy trajectory, and no one challenged the US-based unipolar world order. Western Cold War ideological baggage with a heavy dose of cultural determinism in both theories prevented structural analysis of capitalism’s global reach molding social relations in core and periphery alike.291

 

Southern Europe and Third-Wave Democracy

 

Third Wave democracy began with Portugal’s “Carnation Revolution” (25 April 1975), marking the end of the corporative Estado Novo, a regime that started in 1933 when Hitler and FDR came to power. After seven years of a US-backed military junta, Greece returned to parliamentary rule in August 1974, just three months after the Carnation Revolution. Spain followed the same path as its southern European counterparts, in November 1975, after almost four decades of Franco’s dictatorship. Besides corrupt anachronistic dictatorships stuck in interwar era rightwing fanaticism, the divergence between Southern Europe’s geopolitical dependence on the US and economic dependence on Northwest Europe was part of the reason for transitioning to electoral politics.  

 

The transition to a parliamentary system was related to the closer integration into northwest European economies, and the latter’s ability to compete with the US as the patron military state behind the southern European dictatorships supported closer economic integration. Moving toward the European pluralist model where basic freedoms and human rights constituted the foundation of the new social contract, the Iberian countries and Greece appeared to embrace bourgeois democracy as part of economic modernization. This entailed cultural pluralism influenced by postwar “Americanization” as an integral part of a consumer society preparing for US-supported economic integration with northwest Europe during the immediate post-Vietnam and post-Watergate scandal had weakened the US.292 

 

Although the working class and progressive students were the Carnation Revolution’s popular base, by the end of November 1974, Portugal’s traditional conservatives were firmly in control of the institutional structure. This left the country under the control of the capitalist class advocating economic integration with Europe and military dependence on US-NATO. Operating within the new cultural pluralist matrix, the same socioeconomic elite under the dictatorship transitioned to the parliamentary system with northwest Europe as the dominant economic force.293

 

After seven years of military rule (April 1967-August 1974), Greece joined Portugal’s journey into Third Wave democracy, with considerable political influences from France’s Charles De Gaulle era of the 1960s. With the failed military adventure in Cyprus (August 1974), which resulted in the island nation’s division between the more affluent Greek-speaking south and the economically weak Turkish-speaking north, the US-backed military junta had outlived its political usefulness. Along with a few thousand Greek families owning most of the country’s wealth, European and US corporations enjoyed preeminent policy influence. In this respect, Greece’s path to democracy was along the same lines as Portugal’s, with the former suffering one of the highest levels of public and private sector corruption in Europe but still managing to leverage what little it had with Europe and the US that historically value the country geopolitically.294

 

In November 1975, after the death of the dictator Francisco Franco (1939-1974), Spain joined Portugal and Greece in the transition to an electoral system with Spain in a category of its own owing to its much larger economy of $115 billion against $28.5 billion for Greece and just $19 billion for Portugal. Southern Europe’s failed experiment with US-backed dictatorships had come to an end. This was largely because northwest Europe’s political economy had matured to the degree that the economic integration of its southern neighbors previously under the US-patron-client integration model also entailed that they would have to be in alignment politically while remaining under the US-NATO strategic umbrella.295

 

As in the case of Portugal, the working class and college students in Greece and Spain were at the forefront of the anti-authoritarian mass movements, hoping for systemic change that never materialized. The Third Wave democracy construct has some commonalities across the region. However, each country’s history, social relations, and role in the capitalist world economy differed, with Portugal and Greece having more in common economically with each other, than they did with Spain which was closer to Italy’s position in the continent. Far from a Scandinavian-style liberal pluralistic society, especially the Swedish model of market equilibrium with social development, southern Europe did not experience a social revolution resulting in Nordic-style popular sovereignty. In all cases, the socioeconomic elites experienced no change in their role. The political transition did not entail a social transition, and new political elites catered to the interests of the national bourgeoisie by more thorough integration with northwest European capital.296 

 

Given the increasingly integrated European economy under liberal-democratic regimes, southern Europe’s dictatorships had outlived their usefulness to the national elites regionally and internationally. The established political parties in southern Europe coordinated policy more closely with northwest Europe and introduced institutional mechanisms to satisfy criteria for full economic and political integration into the European Economic Community (EEC) which evolved into the European Economic and Monetary Union after the Maastricht Treaty of February 1992, followed by the Treaty of the European Union in November 1993.297 
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