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Introduction

What if the way we understand the world is wrong? What if it is not politicians and world events that have fundamentally transformed our everyday lives, but business deals? Deals made in secret: high up in boardrooms, on a golf course, or over a drink in a bar.

These deals changed everything: money, work, why we buy what we buy. They changed our attitude to wealth and inequality, even how we define illness. Deals that taught us to embrace financial risk and a world of perpetual upgrade. Transformed the power balance between business and government; even rewrote the rules on what constitutes news and the ‘truth’.

These deals often had far-reaching consequences the protagonists did not foresee: triggering the Arab Spring and fourth-wave jihadism by ‘shorting’ the price of wheat on Wall Street; using ‘risky’ loans to AIDS patients to create the financial mechanism that became sub-prime; harnessing the science of food to fatten up the planet and then using the business opportunity created to thin humanity down.

These deals changed our collective mindset, rebooting society to think in a different way, even redefining who we think we are. And each sprang from a single brilliant idea with a profound psychological insight at its core.

When planned obsolescence – manufacturing consumer goods to break – began being rumbled by the public in the 1950s, it was kept on track by just such an insight. Instead of simply making things that stopped working, manufacturers reprogrammed consumers to want the newest new thing. A seed of doubt was planted in every purchase we made: that it was already out of date. The plan had a name: ‘engineered dissatisfaction’ and the ‘upgrade’ was born. Today the never-ending upgrade defines consumerism.

A similar insight led to the transformation of medicine in the 1980s, from the treatment of illness to the medication of modern life itself, by vastly expanding the number of nebulous psychological conditions and syndromes available to be ‘diagnosed’. Overnight, hundreds of new ‘illnesses’ appeared, with prescription drugs to alleviate the symptoms. At a stroke, we had in effect all become patients, and modern life was the illness.

These deals were ambitious in scope. They turned tax from a duty to pay into a global avoidance industry, with government incentivising criminality by setting up the offshore tax haven system, then blaming companies for using it.

In the twenty-first century, cash is fast being eradicated, making the data about you and me the newest and most valuable currency on earth. In 2020, China will launch ‘social credit’: monitoring every person’s data 24/7 to create a score rating based on how good or bad a citizen they are.

At the same time, the deals now being cut by the Silicon Valley tech giants to weave big data, Artificial Intelligence, block chain and algorithms into an all-encompassing digital blanket is breathtaking in its scope. Nothing short of a controlling system over life itself: glibly termed ‘singularity’.

We have habituated so fast to this new world, we barely remember it being different. But these deals did not happen by chance. They were hard-edged business decisions made by people who reconfigured the way we live with a business plan, and at the heart of this plan was one simple conceit: invent a problem and then sell the solution.

It is inevitable that as business became not simply a way of making money, but a machine with the potential to reshape society, its influence over elected government increased vastly, shifting the power balance between the two.

President Eisenhower first warned the American public in 1961 of a ‘military-industrial complex’ taking over the hushed corridors of the White House and the threat this posed to democracy.

In 2016, we saw the completion of ‘corporate capture’ with the election of a businessman as President, who appointed the CEO of one of the world’s largest oil companies as his Secretary of State. Trump’s most significant legislative action in his first year was to create the biggest tax cut to business in US history.

This incremental occlusion of politics, power handed piece by piece from elected officials to global corporations, had been a long time coming, but was not as straightforward as it might seem. The mechanism that first enabled it was put in place over half a century ago.

In the 1950s, the power struggle between politics and business was a straight shoot-out and evenly matched. But as business began to globalise with the postwar recovery of international trade and gain the upper hand, its ascendency over government was formalised in the creation of a special court, where global companies can (and frequently do) sue entire nations for failing to look after their business interests.

ISDS (Investor-State Dispute Settlement) courts were established in secret in 1964 by the World Bank and are a legal version of black sites: places that do not exist on a map, outside the jurisdiction of national law, where corporate lawyers interrogate government lawyers on the mismanagement of a company’s assets by the countries they represent.

The decisions made in these courts affect millions of people, unaware their lives are being determined by a room full of lawyers. ISDS rulings have allowed companies to drill, mine, pollute, price-fix, tax dodge, overrule public opposition to power stations and toxic waste facilities, ignore environmental laws, and even siphon off scarce drinking water. If governments oppose these rulings, they can be fined the equivalent of their entire health budget for one year, as happened recently to one Latin American country.

When anti-capitalist protestors campaigned against TTIP/TTP in 2015, believing corporations would henceforth ‘run the world’, they seemed unaware that exactly such a system had formally been in place for over forty years.

So how did this shift to the deal makers happen? In the early 1990s, I began working as a journalist for the BBC. At that time, there was an assumption that ‘high politics’ – the practice of government on Capitol Hill, in the Kremlin or Downing Street – is where real power lies. Reporters and commentators pored over the tiniest actions or utterances of politicians, imbuing them with the utmost significance. Even interpreting their body language at conferences – an overly strong handshake or domineering arm on the shoulder – as proof of a nuanced shift in the geopolitical power balance.

Thanks to Brexit and Trump, we witnessed a seeming collapse of belief in high politics and its accompanying ‘elites’. In 2015, I was interviewing three investment bankers in the Cayman Islands when Donald Trump announced his candidacy for president. ‘He could do it,’ I said. They laughed dismissively and sipped their Mojitos. Trump was elected against the odds in 2016 (very good odds I now wish I had put some money on) as a formal anointment of this implosion of the political ‘elite’ and crowning of business.

In truth, not only had business run the show for forty years, according to the Washington-based Pew Research Center that monitors levels of public trust in politics, there had been a steady decline in this trust since the early 1970s, beginning with the Watergate Scandal. This was the other side of the coin – business had not only taken over politics, politicians had lost all credibility and potency. Trump had been a long time coming, too.

His election seemed the apotheosis of this slow death of high politics: The End. Apparent proof of the final implosion of the governmental machine. Many of those who voted for Trump did so because he seemed to be the opposite of a politician (one commentator observed that the media took him literally, not seriously, whilst the public who elected him took him seriously, but not literally). Trump was in ‘business’, though he wasn’t in truth a self-made businessperson. He said he was a ‘deal maker’, though it was unclear he had ever made a successful deal in his life.

One thing we knew for sure, Trump – or rather, his team of king makers: Steve Bannon, Roger Ailes et al – was against ‘the swamp’: the murky world of pleading special interest groups and lobbyists perceived to be working on behalf of ‘global corporations’. To this extent, the Bernie Sanders Left and the Alt Right shared the same hatred of Washington as a servant of big business: the Left hated polluting oil companies telling successive presidents what to do and the right hated Silicon Valley’s ‘liberal’ billionaires having had free reign over two terms of Obama.

On the election trail, Trump deliberately played into public anxieties about corporate capture, indulging the fantasy that they were coiling themselves round politicians and bending them to their will behind closed doors. In reality, business gets its way without needing to go to such brutal effort.

When UK construction giant Carillion collapsed in January 2018, it was still being handed contracts by government as the company imploded. The only people who seemed oblivious that Carillion was going down were the politicians throwing more work at it worth billions of pounds. The Swamp – the bureaucratic soup that allows this structural incompetence – is itself filled with a miasma of competing interests that have swirled round every government since time immemorial. The Swamp is simply a fact of government, and the problem with promising to drain it is that it will refill as quickly as it has been drained. Unsurprisingly, all talk of draining the swamp evaporated within weeks of Trump’s election: indicative of its indestructability.

How does this swamp operate?

I experienced it for myself firsthand. Before working for the BBC, I worked as a researcher in Parliament. I saw close-up how the political process works, and it was very far from what I had imagined. The majority of politicians did not appear to do very much. They made speeches, went for lunch, and got interviewed on TV (or spent a lot of time trying to be). Westminster politics was memorably described at the time as ‘show business for ugly people’.

The Palaces of Westminster are themselves a huge architectural exercise in political impotency. When Charles Barry and Augustus Pugin rebuilt Parliament in the 1830s, augmenting James Wyatt’s earlier design, their intention was to make it look even more of a neo-Gothic Hogwarts. Pugin was famously annoyed by the resulting mess (‘All Grecian, sir; Tudor details on a classic body,’ he told a colleague), but it was successful as a construction of kitsch mise-en-scène. A stage set designed to convey solemnity and political gravitas.

The reason was simple. Power was draining away from Parliament. The clamour for reform created by the seismic upheaval of the Industrial Revolution could not be contained by Parliament. We think we are living through profound change now, but it was no different in the 1830s. The population was exploding (doubling between 1815 and 1870) and work was being revolutionised by automation, threatening the livelihood of millions. It was being resisted by direct action groups such as the agricultural ‘Swing’ rioters, who smashed their own threshing machines and the Luddites, who burned down mills, not because they were against technology per se, only the way it was being implemented.

In the face of this turmoil, the subliminal message conveyed by Pugin and Barry’s imposing faux-medieval makeover of Parliament was clear: we are in charge. Parliament is sovereign, even if ‘The People’ outside claim sovereignty for themselves, just as they did with Brexit.

Power in such dramatic flux made Parliament nervous. And the response to the human collateral created by industrialisation was brutal. The 1834 Poor Law Amendment Act made the starving and destitute ineligible to receive food unless they entered a workhouse. Conditions were deliberately inhumane to deter anyone – to use today’s terminology – ‘claiming benefits’, unless bereft of hope or close to death.

In his 1859 bestseller Self Help, Presbyterian evangelist Samuel Smiles famously promoted the idea that poverty was the fault of the poor: the outcome of their ‘laziness’. By 1861, 35,000 children under twelve lived in workhouses: the direct result, as the prevailing orthodoxy had it, of their ‘laziness’.

Parliament used the stick of ‘self-help’ with unflinching force, and it failed. Organised labour regrouped and changed tack. It had learnt a lesson from the deportation of the first would-be trade unionists – the Tolpuddle Martyrs – to a penal colony in Australia, and devised a new strategy. To shift authority away from Parliament by seeking an accommodation with business. A new axis of power: workers and bosses, with Parliament suddenly peripheral to the needs of both. Parliament could go back to doing what it did best, managing the Empire and avoiding any more wars with the French.

By the mid-1800s, organised labour no longer sought to overthrow capitalism, but to cut a deal with it. In 1868, the Trades Union Congress was created for this specific purpose. The great social reforms of Gladstone and Disraeli that followed were framed by this co-option of the worker as a player; in effect, another member of the Establishment, with boots under the negotiating table.

The huge, potentially combustible force of an urbanised working class, conjured and then radicalised by the Industrial Revolution, was gone. It had been neutered and made part of the power play. Parliament’s authority was restored. We had avoided the fate of Europe: revolution and dictatorship. High politics has drawn the sting of the working class and made Parliament relevant once more. Barry and Pugin’s job had been to make the Palaces of Westminster appear the real hub of power – not the mills and cotton factories of Lancashire. Neither the bosses nor the workers. And it worked.

When I moved from Parliament to reporting in the early 90s, I witnessed in my first week how power operated 150 years later, revealed in a single moment in the hospitality room. I had produced a report about an oil company alleged to be polluting a large section of the Canadian coastline. There was a furious argument between a representative of the oil company and a member of a prominent environmental pressure group lobbying to stop the oil company. In the studio, they had practically come to blows.

In the hospitality room afterward, they were having a drink. The oil company exec turned to the environmentalist. ‘That was very good,’ he said. ‘You were excellent.’ ‘Thank you,’ the environmentalist replied. ‘You know,’ the oil exec continued, ‘we could really do with someone like you. Give me a call.’ They exchanged cards, and three weeks later, the environmentalist was working for the oil company.

They had cut a deal and the bargain was this: the oil rep understood what the environmentalist could do for his company and the environmentalist spotted an opportunity. But what kind of opportunity? To ‘sell out’ and make money for himself? Or the chance to influence a multinational company from within, to make the kind of changes he might not have been able to action from outside?

This was real politics in operation and it was complicated. There was no easy moral position to take on that hushed conversation between the environmentalist and the oil company exec because it was far from obvious who was playing whom, or what the true motivations or strategic outcome would be for either. What was clear was that there were no politicians present.

Of course, politicians cut deals behind the scenes as well, but the macro-picture for politicians has profoundly weakened in the last thirty years. The Industrial Revolution did not make high politics redundant: quite the opposite. The Palace of Westminster continued to oversee the management of the British Empire. Following the Second World War we had thirty years of planned corporatist partnership between business and government resulting in growth and full employment. But following the seismic economic schism of the mid-1970s, this pact between government and business altered irreversibly. 

Governments became increasingly powerless with the collapse of the Bretton Woods agreement on fixed exchange rates in 1971, after which corporations began to wield ever greater transnational power without recourse to needing to cut a deal with government. Corporations now run the global show not so much through evil Machiavellian design but as a geopolitical inevitability.

This is evident from any cursory look at a map of the world. To a child, the world appears neatly ordered; countries have borders marked by pretty-colored lines. In one respect, the map is correct. Governments govern vertically within the narrow parameters of their borders. Corporations work horizontally across the planet with scant concern for the little colored lines.

That’s why the anti-globalist rhetoric of Donald Trump the candidate disappeared when he became president. Because the reality of government means not just accepting the swamp, but accepting globalisation as well. We know we live in a globalised world but continue to wrongly frame our understanding of that world in a pre-globalised way: with politicians and nation-states as the units of power. To understand how power really operates, we need to shake the snow globe and see things differently. Corporate power has not merely been wielded to make business more profitable: the deals in this book show how it has profoundly altered the way we live our lives. 

It is not politicians who choose when you upgrade your phone, which breakfast cereal you ate this morning, why you take prescription drugs for a nebulous anxiety that thirty years ago didn’t have a medical diagnosis. Politicians do not make you feel fulfilled – or worthless – in your job. Or decide that an algorithm should dictate your work load. Politicians did not make the world obese. They did not decide that you should use contactless payment and stop using cash. 

Business did, with government looking on: powerless and uncomprehending before the tidal wave of the Third Industrial Revolution. 

Business is less uncomprehending. It sees the responsibility that comes with the power to determine what it means to be human in the second half of the 21st century. It will show its cards – what it chooses to do with this responsibility – as these deals pan out. Deals that were no shadowy conspiracy but just brilliant ideas conceived by gifted businesspeople who observed human behaviour, and simply found a clever way to change it. 

Very few of the people I interviewed ever imagined the huge ramifications of what they had come up with. They had a eureka moment – a blinding insight into how to re-wire the way we behave – they put it into motion, high up in a boardroom, and we did the rest.





CHAPTER ONE

Cash: WHO IS KILLING IT AND WHY

The Deal: Peter Thiel, Elon Musk and Max Levchin sell PayPal to Pierre Omidyar of eBay for $1.5 billion

Aim: To create the first billion-dollar platform for online transactions

Where: eBay Headquarters, San Jose, California

When: Monday, 12 August 2002

In 2014, we tipped into a new world. It happened without fanfare, a mention on TV, a spike on Wall Street, it did not even trend on Twitter. But for the first time in history, card and contactless payments overtook cash transactions.

By 2025, even drug dealers will not take cash. South Korea plans to have no cash at all by 2020.1 In Sweden, the European country going cashless first, buskers use contactless machines. A new app, BuSK, lets Londoners do the same thing. In Holland, a coat developed for the homeless allows people to give money by swiping a card on their sleeve.2 Physical money in your hand – a system of payment that began 600 years before the birth of Christ – is coming to an end. Apple’s CEO Tim Cook says the next generation ‘will not even know what money was.’

Coins first began circulating on three continents in the sixth century BC. A technological innovation every bit as far-reaching as the iPhone. Small metal discs were exchanged for a desired trade. Coins were a physical embodiment of trust, a simple way of doing something astoundingly complex: creating an agreed value between two strangers. Vikings and textile manufacturers in Southern India could cut a deal over a shipment of silk. Cash created ‘globalisation’ two thousand years before it became a term of abuse on a placard.

By the 1860s, there were over eight thousand separate currencies in operation in the US alone. Different banks, railroads and retailers all had their own form of money: bonds, exchange systems and numerous forms of credit. The National Bank Act of 1863 tried to end this fragmented chaos and unify the United States under one currency: the dollar.3

With the end of cash, the world of eight thousand currencies is returning. Mobile money, bitcoin, digital vouchers, Apple Pay, iTunes, exchangeable shop credits, everything from overseas currency transfers to billion-dollar deals with the digital handshake of blockchain. All of it is money.

But the death of cash is not simply part of the natural evolution of payment, making it ever more seamless and consumer friendly. The death of cash is the result of a plan – to cede control of money away from the banks, and even governments, and place it instead in the hands of the new players: tech companies.

And this plan was hatched as the result of an experiment proving something blindingly obvious to anyone who has ever used cash, but it is also an observable neurological process: paying causes actual pain.

THE DEAL AND THE EXPERIMENT

When we pay with cash, neural pathways light up like a Christmas tree. This is the flinch moment we experience when our hands are forced to part with money. In that instant, the brain is telling the hand not to let go. We are torn between wanting to buy an object we desire and avoiding the neural pain, and this creates the flinch.

Having cash in your hand is not, as we might assume, a licence to spend irresponsibly. In fact, cash does the opposite: it stops us spending. So in creating a payment system that eradicates cash, we remove the neural pain – the flinch moment – and open the brain to limitless spending. Which is exactly what two men decided to do in 1998.

Max Levchin and Peter Thiel, two strangers, met in an empty lecture hall at Stanford University. The meeting was not by chance. ‘I basically went there,’ says Levchin, ‘to see this guy Peter Thiel, who was giving a free lecture about currency markets. I figured it would be a filled auditorium, but actually it turned out to be a lecture with six people. So it was fairly easy to make contact afterwards . . . I came up and said: “Hi, I’m this guy Max. I’ve been in Silicon Valley for the last five days and I’m going to start a new company and how are you doing?” ’4

Levchin was a wild, directionless ball of energy. He had run a few start-ups that had ‘sort of blown up in catastrophic ways where people started the company and it was sort of like marrying the first person one met at the slot machine in Las Vegas. You might hit the jackpot, but chances were things would just blow up.’

Thiel was different. Now one of the overlords of Silicon Valley and part of President Trump’s original inner sanctum, Thiel is reported to inject the blood of eighteen-year-old girls to keep himself looking young (he doesn’t). In 1998 he was already legendary in Silicon Valley for a different reason. Thiel believed he was the future, even though he did not know how. Levchin wanted to do a deal with him, because Thiel was one of the few people on the planet that shared his limitless ambition, and with whom he could get a meeting.

Thiel grew up in South Africa and was sent to a strict boarding school where pupils were struck for the pettiest transgression of the rules. As a teenager, Thiel had already identified himself as a libertarian with a hatred for what he considered to be mindless conformity.

In 1998, when Thiel met Levchin, he was clear on one thing: he wanted to change the world. Thiel is a follower of the mimetic theory of French philosopher René Girard, and the idea that imitation destroys genuine innovation. Only by stepping outside the mimetic prison of trying to be like other people do you truly succeed. Be yourself, however strange that might appear to anyone else.

When the sub-prime crash began in 2007, Thiel told the Washington Post we had put too much trust as a society in science and technology and been let down. But in mimetic terms, our confidence was misplaced. The technocratic elite had told us to believe in ever-increasing wealth creation, when the truth was that only those in Silicon Valley were going to own the future. We should have seen all of it for ourselves long before it happened. To this degree, the crash was our own fault.

When Levchin approached Thiel in that empty lecture theatre in 1998, Thiel had the mimetic mindset to take over the world, but did not have the vehicle. A couple of venture capital failures under his belt, but with nothing promising on the horizon. No idea.

In 1998, the internet had just arrived as a platform for the world to communicate with. Since 1969, the Pentagon had been using a closed version called the Arpanet and since the very beginning, fears of hacking had dogged it. In 1976, encryption technology called TCP/IP (Transmission Control Protocol/Internet Protocol), developed by computer scientists Vinton Cerf and Robert Kahn, did not manage to prevent the first ever computer virus being created: the ‘Morris Worm’, by Cornell graduate Robert Tappan Morris.

In 1988, a dozen lines of code took down thousands of computers across the planet. In November 1989, Tim Berners-Lee made the first successful communication between a Hypertext Transfer Protocol (HTTP) client and server using the internet. The World Wide Web for everyone was here, but one very obvious thing was still waiting to happen.

No one had figured out how to monetise it yet. The holy grail in Silicon Valley was finding a secure online payment system. Whoever created it would own the coming century. Something both Thiel and Levchin were keen on doing.

Levchin was an encryption genius, but it was Thiel who knew finance, and for Levchin to ensure his out-there ideas on encrypting an online payment system did not bomb like all the others, he needed Thiel. Which is why he turned up at that empty lecture. Thiel and Levchin only talked for minutes, but it was enough. They did a deal to start a business called Confinity.

‘Max and I spent a lot of time brainstorming different ideas on different types of markets,’ Thiel explains. ‘We finally decided that we wanted to try something with encrypted money on PalmPilots. We thought this was going to be the future of the world.’5

The truth was that for all their ambition, Thiel and Levchin were like all the thousands of other tech entrepreneurs standing in queues in various coffee houses across California: prospectors sifting through pans in the great internet gold rush. There was no reason they should succeed first. Except for one thing. In PalmPilot, they saw something no one else saw: a proto-iPhone, and one that could be used for buying and selling.

Three thousand miles away, an experiment was being carried out by a Serbian neuro-psychologist at MIT into what happens to the human brain when we pay in different ways. Drazen Prelec was fascinated by the irrational behaviour people demonstrate towards money: why do we buy lottery tickets and insurance at the same time? Because we do not have a consistent approach to spending.

Instead, Prelec says, we accumulate random rules and ideas about money throughout our lives which then co-exist irrationally in our heads, such as buying the cheapest brands at the supermarket, but insisting on getting a cab home because we do not like the bus. Or using cheap cosmetics, but having a monthly spa massage.

Prelec wanted to know how that irrationality towards money manifests itself when we use cash and decided to measure the brain’s response to paying with cash versus credit.

Prelec asked five hundred students on the MIT campus to make sealed bids for a silent auction for a sold-out basketball match. Half were asked to use cash; and half, cards. Prelec had an instinct that the credit card bids would be higher, but the degree to which they were higher blew him away. The credit card bids were on average twice as high as the bids made with cash. Some were six times higher. The cash bidders simply refused to part with their money, whereas the card bidders saw no limit on what they should spend.

Prelec was stunned. ‘That’s got to be crazy, right? It suggests the psychological cost of spending a dollar on a credit card is only fifty cents.’ This is because credit cards give the pleasure of buying with none of the pain. ‘The moral tax gets blurred. When you’re consuming, you’re not thinking about the payments, and when you’re paying, you don’t know what you’re paying for.’

The psychological self-delusion that credit cards are a free lunch is so strong, Prelec said, it is the reason most debit cards carry a credit card logo. ‘The logo alone is a powerful inducement to spend. Consumers get excited just seeing the logo. It’s like waving a hamburger in front of a hungry person.’6

So the appeal of credit cards is clear, but Prelec wanted to know why we had such a problem paying with cash. Is this resistance to spending cash hardwired? Prelec set up an MRI scan with the students who had bid in the silent auction with cash and what he found out next was to change the future course of money.

When we pay for something with cash, Prelec realised, a specific neural pathway lights up. Prelec had discovered the ‘flinch moment’, the nanosecond in which we feel measurable neural pain as the brain registers the hand parting with money. The moment we literally feel the loss.

Those bidding with cards in the experiment had felt no such pain. Only the pleasure of shopping. Prelec’s discovery was to have far-reaching implications. Cash, he concluded, does not enable but actively hinders spending. By removing it, and making payment instantaneous, the brain has no time to register pain. We are released to spend without limit, because it is simply too fast for the brain to catch up with the transaction.

Peter Thiel and Max Levchin were working on cracking the holy grail of Silicon Valley: an encrypted payment system. But Prelec had discovered the real holy grail: pain-free shopping for the consumer. Deliver that and you owned the internet.

STAGE LEFT: ENTER IRON MAN

In 2000, a year into Confinity, Levchin and Thiel met with an entrepreneur who understood the significance of Prelec’s work on the neural pain of payment. Elon Musk. Musk, like Thiel, was a visionary open to the visions of others. Twenty years on, he is known as the man who will do whatever it takes to colonise Mars and save humanity from global warming with a planetary exodus. He is serious, too. Musk was the inspiration for Tony Stark in the Iron Man movies.

Like Thiel, Musk had grown up in South Africa, and like Thiel, Musk forged a fiercely ambitious and anti-authoritarian spirit from childhood trauma. In Musk’s case, bullying at school was so bad, he was once hospitalised after being left unconscious from a beating.7

Back in 2000, Musk used the money he had made from his first venture, Zip2, to propose a merger with Thiel and Levchin’s Confinity. He recognised their vision. If Confinity could crack secure encrypted payment, Musk said, they held the keys to the kingdom of limitless spending. But to sell this to the consumer as a way of removing neural pain – in other words, to turn it from a clever but small Silicon Valley tech innovation that could be stolen by other clever, small Silicon Valley tech companies, into a globally recognised brand that would take over the world – they needed to do something very important. Promise the consumer that payment would be instantaneous: ‘one click away’. So they called their new company PayPal, and one click away was their promise.

Thiel brought in a money guy from Wall Street, Jack Selby. We met in their huge offices in San Francisco, right next door to George Lucas’s offices. Thiel and Selby’s office is decorated in mid-twentieth-century Scandinavian furniture and with rows of bookshelves filled with philosophy: Kierkegaard, Ayn Rand, Marx, and the collected works of Donald Trump. Jack swanned in looking like the title character in The Great Gatsby with slicked-back hair and smashed-up boating shoes, as if he had just parked his yacht (in fact, he had just parked his plane).

‘You make it sound like it was all going to happen – a fait accompli,’ says Jack, ‘but these stories get made up. The truth was, it was touch and go we’d survive. At one point we had a burn-rate of over a million dollars a month. It was tremendously hairy.’

But they knew they were onto something and needed to hold their nerve.

I met Eric M. Jackson, hired as PayPal’s vice president of marketing. ‘It was a very funny place. When you arrived, you were given this task, which was literally to build your own desk from scratch. It was like a test of your ingenuity.’

But behind the quirky makeshift offices, something amazing was going on that no one, least of all those at PayPal, could quite believe: their growth. ‘It was phenomenal,’ says Eric. ‘It went from a million dollars a week to a million dollars a day to a million dollars an hour, just like that.’

PayPal’s meteoric success put it on a collision course with two huge established money players: the banks and the regulators. Jack Selby recalls the bafflement of the established money players at PayPal’s arrival. ‘Were we a bank or a payment system? They didn’t know. We didn’t fit into any neat regulatory box, and because we were still relatively small compared to the banks, we were like this little speedboat that could dart around and run rings around them.’

Thiel said PayPal wasn’t a bank in the traditional sense, because it didn’t engage in fractional-reserve banking. But the banks saw it as a threat, Jack says, and they had ammunition. PayPal had been taken up enthusiastically by online gambling, and this allowed PayPal’s enemies to tarnish its growing reputation as a trusted mainstream payment system with the taint that it was illicit with dubious connections.

It seems laughable today, but PayPal was feeling the heat as a fly-by-night purveyor of vice. Moreover, financial regulation is a minefield and PayPal had a problem, because the financial laws differed hugely from state to state. What was okay in Arizona was not necessarily allowed in California. Because PayPal was not a bank, it was forced into state-by-state agreements, not only across America, but in Europe and its new territories across the world.

It was expanding at ferocious speed, and the problems were expanding with it. In short, it was a nightmare. Selby recalls one politician in particular who had it in for PayPal and made it his mission to try and make life difficult at every turn. And because PayPal did not have the muscle of the banks, it could be easily thwarted by someone with the right connections on Capitol Hill, which the PayPal Mafia, as they quickly became known, did not. Yet.

If that weren’t enough, the company was losing millions of dollars a month to online fraud. Because it was still unclear what PayPal actually was, the FBI could not march in and treat it as straightforward bank or credit card fraud. It was a crime, but what kind? PayPal itself was forced to find risk management solutions to fraud: another huge drain on cash, as well as massively stressful.

At several points, they were close to folding the whole thing, not least because the powers arraigned against them were bearing down with all their might. But Thiel held his nerve.

‘Peter was brilliant,’ Jack says, ‘because he realised we needed to get into business before the whole dotcom bubble burst. When that popped, it cleared away the dead wood and Peter knew the guys left standing were going to be huge. We made sure we were those guys.’

Thiel also made a simple but very important observation to his business partners. The world has a few Palm Pilots, but millions of email addresses. If PayPal could access those email addresses, then the potential business was infinite.

The four men who created PayPal now had the key that would unlock the internet. But if PayPal was to grow, it needed a big-time partner. In 2002, only a year after launching, PayPal did a deal with eBay for $1.5 billion.

‘By today’s standards, it was a paltry sum,’ Jack says. The deal was bittersweet. On the one hand, it secured PayPal’s future and took it out of the regulatory hell it had been in, by getting some muscle on board. But it also sold PayPal short.

‘You could have held on,’ I tell Selby. ‘You could have been Google if you’d only held your nerve.’

‘People say that,’ he responds, ‘but they don’t understand the pressures we were under. When you know those, you’ll see that it was a pretty good deal.’

The internet now had a marketplace with which to trade through PayPal, and PayPal was now accepted in over seventy per cent of all eBay auctions. The PayPal founders were legendary in Silicon Valley: the ‘PayPal Mafia’ had gone legit and were not running scared of the banks anymore, because they were the new law. They appeared in a Rat Pack-style photo spread in Fortune magazine, looking mean in sharp suits and smoking cigars. There were stories of wild excess and crazy extravagant nights out, at odds with Silicon Valley’s main reputation as a dull place filled with nerds on bikes in T-shirts. Selby smiled his Gatsby smile when I asked him if even half the stories were true.

Back at MIT, Drazen Prelec’s research into the neural pain of cash should have served as a warning that we were about to enter a fathomless, glittering new world of untethered online spending. Instead, his work unwittingly signed the death warrant on cash.

Cash, he says, is the one thing that firmly tethers us to spending within our means.

‘You want to know how out of kilter we are with our spending?’ he asks me when we meet. ‘Try using only cash for one week. Buy everything with it. Pay your mortgage with it. Look at a thousand dollars as a mountain of cash. You will never treat money the same way again.’8

GIVING THE PUBLIC CREDIT IS ‘LIKE GIVING SUGAR TO A DIABETIC’

Prelec was not the first to warn of the dangers of moving away from cash for the ‘convenience’ of credit. In the 1950s, credit cards moved out of the exclusive domain of business and began being marketed at the general public. They were sold as giving greater speed and efficiency to a transaction than cash. Their true appeal lay in giving the illusion of wealth, magically conjuring whatever you desired – a new sofa, fur coat, car – but without a genie and a puff of smoke, merely the wave of a signature.

In early ads for American Express, a card was taken coolly from the pocket of a suave businessman and flashed impressively like VIP ID to a breathless air stewardess. Credit cards turned failing middle managers into James Bond. Here was something too good to be true, and it was.

Concerns were soon raised at the highest levels of government. President Johnson’s special assistant for consumer affairs, Betty Furness, believed the aspirational dream the credit card offered was a mirage. In 1967, she said pushing credit cards on a general public of ‘compulsive debtors’ was as responsible as ‘giving sugar to diabetics’.

But were the public ‘compulsive debtors’? The great myth of the masses and especially the poor is that they cannot manage money or budget and therefore demand new technologies that ‘help’ make precarious lives more ‘manageable’.

The truth is the opposite. The poor have a tighter rein on money than anyone else. With each new payment innovation – from credit cards in the 1950s to digital and mobile money now – technologies arrive doing the complete opposite of what they claim. Instead of ‘helping’ the masses ‘manage money’, they make them even more indebted.

In 2016, the average American family owed $16,061 on credit cards.9 Seventy per cent of Americans own at least one card, but fifty per cent have two and ten per cent more than three, with the average American family carrying $40,000 of debt. Debt in Britain is at the same level, and is increasing. In the last quarter of 2016, the average British family accrued more debt in the last three years than in any other period in history.

When the economy boomed in the 1950s, debt was encouraged, but tethered to paying it back. In the mid-1980s, credit cards replaced hire purchase, and by the 1990s they were given to anyone who could sign their own name (dog owners could even get credit cards in their pet’s name, because no one bothered to check to whom the card was going). Any notion that debt should be paid off was gone. Instead, debt became a way of life.

Each time credit has become easier and faster, we have normalised ever higher levels of debt. And every time the economy goes into recession (the early 1980s, the early 1990s, post-2007) credit cards take on a new role – enabling people to survive.

Credit cards are now a tool for subsistence: paying for heating, food shopping and the monthly mortgage. Debt is also the modus operandi for governments claiming ‘growth’ by factoring credit-fuelled consumer spending into GDP. Debt provides a politically expedient role, window-dressing a stagnating economy by faking a healthy balance sheet.10

ENTER EBAY: TURNING THE WEB INTO A MACHINE FOR SELLING

When PayPal did the deal with eBay in 2002, the aim was quite simple: to define what the internet was for. Up until that point, Web 1.0 had been a static page forum for the circulation of ideas within academia, the government and the military. By transforming into Web 2.0, the internet became a living thing, fed, cultivated and grown by every human on earth with a connection.

Beneath the grand promises that this new living internet would deliver ‘empowerment’, ‘decentralisation’, ‘connectivity’, even a new kind of ‘democracy’, was the hard-nosed reality: PayPal would turn Web 2.0 into a giant machine for selling.

When the deal was done with eBay, the first true behemoth of Web 2.0, the internet clicked. On a beach in Honolulu, eBay’s reclusive founder Pierre Omidyar now wiles away his time funding the Honolulu Civil Beat, an online investigative journal. In 1998, aged thirty-one, Omidyar set up eBay. The apocryphal story is that it was a speculative punt trading Pez dispensers. The truth is that he knew exactly what he was doing.

With eBay, Omidyar consciously recreated the bustling marketplace in which coins were first traded two thousand years ago. A space in which everything is up for barter and value is infinitely fluid and market-driven.

Now every tech platform is a marketplace: Google is a marketplace for information, Uber for cabs, Airbnb for space, Deliveroo for food. But the first of these big digital souks was eBay. An empty space to be filled with the detritus of Planet Earth: shoes, furniture, concert tickets, vacuum cleaners, holidays, sex, old cameras, spare human organs, an unwanted husband.

eBay is capitalism in its purest form: one giant peer-to-peer trade in which the buyer, not the seller, controls the market and value is determined entirely by what someone is willing to pay. $1,209 for a Dorito shaped like the Pope’s hat (bought by the same buyer as a grilled-cheese sandwich with the face of the Virgin Mary); Kurt Cobain’s chair; Britney Spears’s chewing gum; $55,000 for a ghost in a jar; ad space on someone’s forehead; and perhaps most poignantly, the meaning of life, which was worth just $3.26.

Entire countries are signed up. Sixty per cent of all Australia’s online shoppers use eBay, but Australia is also the prime eBay trader with Jan Mayen, a tiny Norwegian island in the Arctic Circle with a population of eighteen, who bought twenty-six items in 2014 from Australian eBay sellers – just over one Australian export item per person.11

eBay offered something that cash did not: the addictive thrill of the online auction. The endorphin rush of gambling. In comparison, cash was boring. Online shopping exploded in the early 2000s at the same time as online gambling, and both shared the binge quality of an addiction without constraints that could now be indulged in privately behind closed curtains.

Online shopping opened up, according to social anthropologist Benjamin Barber, a ‘candy shop of instant gratification’. It re-infantilised the adult consumer, turning us back into children.

‘When a child says, “I want that! And I want it now!” there’s an adult there to say no, but when an adult demands the same shopping online, they can have whatever they want.’12 The neural pain we experience parting with cash is gone and there is nothing to stop us shopping without boundaries. The parent figure is removed.

YOU ARE THE NEW CURRENCY

If I hand you a ten-pound note or a dollar bill, no one is making money from that transaction. It is cash from one hand to another. But if I make the payment digitally, someone has to facilitate that payment. The space between you and me becomes the place where money can be made.

This is the space the big tech giants – Facebook, Apple, Google, Amazon and Microsoft – all want to own, and it is a race to own money itself, and thus redefine what it is. Which is to make you the currency.

The value in that space is not even the charge for the transaction. This service is now given away free. It is the data on you that can be mined. Data is the hidden price tag in any transaction we make. It is a price we are willing to pay, because we are not handing over our cash. What we hand over instead is every last detail of our lives: from the euphoric or mournful playlist chosen to suit our mood to a preference for Chinese over Indian food, whether you are straight, gay or Mormon, surf or knit, have Attention Deficit Disorder, go on holiday to the Caribbean or Canvey Island.

In 2016, data was used to hone the profiles of potential swing voters in both the Brexit referendum and the US presidential election, and it proved decisive. In 2017, the UK’s privacy watchdog launched an investigation into how personal data is affecting political campaigns. The company that supplied the Leave campaign, Cambridge Analytica, targeted voter intention in a sharper way than was ever possible before. Without it, any political campaign – especially one run on tight margins – is sunk.

Critics describe such data mining by businesses as a privacy issue, but the public are less alarmed. As the Harvard Business Review pointed out in 2015: ‘Our research shows that consumers are aware that they’re under surveillance . . . (but) consumers appreciate that data sharing can lead to products and services that make their lives easier and more entertaining, educate them, and save them money.’13 We simply do not care that we are handing it over. We are more concerned when data mining strays into the realm of our health, which is the space the tech giants are coincidentally most interested in.

In 2007 came the moment of crystallisation: year zero for this new world. The banking system began to crash, and the iPhone was launched. Subprime set explosives beneath the banks that had controlled the ebb and flow of money for centuries and were now about to implode like derelict tower blocks.

These financial institutions had ridden the epic cycles of boom and bust for over a century: through the Wall Street Crash, Glass-Steagall and regulation, Reagan and deregulation, the 1990s recession, the longest bull market in history, and the hidden time bomb of subprime. They were momentarily vulnerable and someone else was poised to move in: the tech giants.

These giants call themselves ‘tech’ companies, but tech is a stepping stone – they want to become the new banks. And with the implosion of the old banks came their chance to take the first step.

In 2008, the iPhone propelled shopping off the laptop and onto the phone – the first stage in moving money away from the old institutions and shifting power to the tech companies. First, they would own shopping, then money management and financial services, and finally they would become the new banks. But first base was shopping and for this, they had a new weapon: the app.

Initially, Steve Jobs did not get it. It took a venture capitalist called John Doerr and the activities of a group of ‘jail-break’ hackers breaching the defences of the phone to turn Jobs on to third-party apps and what they could truly do for the potential of the iPhone.

In just days following the launch of the iPhone, these jail-breakers developed a refined copy-and-paste system. One that far outstripped Apple’s. Jay Freeman, the Godfather of jail-breaking, created Cydia – an app marketplace where phones could be jail-broken and freed up to use powerful software to customise outside the rigid control of Apple.

Apple could not believe it and needed to act fast. Within weeks of the iPhone’s launch, Apple decided to create the App Store to claw back control. It was the best thing Apple did from a business point of view, yet it was prompted not by the company’s own programmers, but a bunch of hackers.

I arrange to meet Jay on a park bench in San Francisco. A tall man with shoulder-length hair, in a wide-brimmed hat and a leather coat, appears from behind the trees and strides purposefully over. Jay is sanguine about his achievement: that he inadvertently handed Apple a model for turning the iPhone into the world’s most successful platform for selling.

‘Sometimes I wish I hadn’t done what I did, because if I hadn’t, who knows what else Apple would have invented? On one level it opened things up, but also closed things down.’ Did Apple ever offer you a job? ‘They reached out to me, though I wasn’t aware they were. I kind of turned them down, which you shouldn’t do. Other hackers went to work for them: classic poacher turned gamekeeper.’

All of this happened behind the scenes. When Steve Jobs announced the launch of the App Store, Apple was a platform for third-party apps: a platform for selling, and with the potential not just to transform payment systems, but ultimately replace banks.

Third-party apps justified the Apple boss’s claim that once in a while a technological advance comes along that ‘changes everything’. They proved pivotal in propelling the iPhone from merely attaining phenomenal success to becoming the defining invention of our time.

Apple was first to plant their flag on a new moon: the space in the middle of a transaction where everything now happened. If you prised this space open, you would walk out onto an infinite plain of information – the data on one specific purchase connected by digital threads to millions of other purchases made by you, your family and everyone you know. And beyond these dead purchases, the living purchases yet to be made as the result of algorithmic suggestion: the things you, your family and everyone you know – and don’t even know but should know – will buy in thirty seconds’ time.

The race was on to own this space, and to give an example of how fiercely this space was fought over, here is what happened when Apple did the deal with Chase over Apple Pay.

In the summer of 2013, Apple embarked on a highly confidential new project. The tech giant may have wanted to own the future of money, but knew the only way to get there was to partner with the big existing players. Apple approached the five major banks, as well as American Express, Mastercard and Visa. Apple couldn’t go it alone, because it needed their infrastructure.

At the time of the deal, Nathaniel Popper of the New York Times analysed the rationale for both Apple and each of the players in wanting to cooperate. ‘For the banks and credit card networks, Apple Pay could threaten some revenue streams as the technology giant looks set to assume a more central role in the financial universe,’ he surmised. ‘But the eager participation of banks and credit card companies suggests both Apple’s clout, and the recognition among financial institutions that they face broader challenges from upstart technology ventures, many of which are not as eager or willing as Apple to work with the incumbent financial industry.’

The banks and credit card companies may have perceived Apple as a threat long-term, but Apple could be an ally for now, and help shore up the industry against new tech innovations such as iZettle, the mobile contactless payment system launched in Sweden in 2010, or even Bitcoin, which in spite of its inherent volatility was gaining ever more traction and legitimacy with the markets.

In 2015, the New York Stock Exchange launched a bitcoin price index, and in December 2017, the cryptocurrency formally arrived on Wall Street and began trading, immediately jumping twenty-five per cent in price and causing a five-minute halt in trading. Both Apple and the old money institutions could see the future of money fragmenting fast and needed to collaborate on Apple Pay before it happened.

By way of explanation for the Apple Pay deal, JPMorgan CEO Jamie Dimon told investors that the companies in Silicon Valley ‘all want to eat our lunch.’14

In spite of the fact Apple was partnering up with every big player in the financial industry to maximise the ubiquity and presence of Apple Pay on its launch, only those at the very top of each organisation knew the full extent of the plan.

According to a New York Times account of what happened behind the scenes, ‘from the beginning, the project was top secret, with what one person involved called a “code name frenzy”.’ In London, I asked one of the key people involved in the deal, James Anderson, vice-president of Mastercard, what these code names were. ‘I think our code words were superheroes or types of metal. I’ll be Krypton, you can be Zygon, that type of thing.’

The New York Times described the level of secrecy involved at another key player, JPMorgan, which ‘set up a war room in a windowless conference room in San Francisco, where the most sensitive work was done. Only about 100 of the 300 JPMorgan employees working on the project knew that it was a partnership with Apple.’

I asked James Anderson how difficult it was to maintain secrecy and coordinate the multiple participants with the single goal of launching Apple Pay. ‘It was really a huge logistic task. Getting all the ships – the different organisations involved – to cross over the horizon at the same moment . . . it was very difficult.’

According to the New York Times account, when launch day came – 9 September 2014 – a smoothly choreographed pincer movement was carried out by Apple and JPMorgan Chase on the West and East Coast simultaneously. As Apple’s Chief Executive Tim Cook made his announcement in California, Marianne Lake (JPMorgan Chase’s chief financial officer) addressed the media in New York.

‘When Apple’s chief executive, Tim Cook . . . finally brought up Apple Pay in California . . . one of Ms Lake’s deputies in New York took a green apple out of her bag and put it on the table on the stage, signalling that Ms Lake was free to discuss the service. ‘‘So, we are very excited . . .”.’15

I asked James Anderson, who was there, about the apple on the desk story and he smiled. ‘Huh. I didn’t know that.’ No one told him.

Even though this was an accommodation between Apple and the old money institutions, it wasn’t a marriage of love, but convenience. The future was not ‘disruption’, but an earthquake, shaking the businesses that had run money for a century to the core. Mastercard’s vice president, James Anderson, said the Chase Apple Pay deal did not ‘respect and honour the payment networks.’

What he meant was that Apple Pay did not respect and honour the revenue stream of the big banks and credit card companies. Apple and Chase had parked their tanks in the middle of the prime real estate of America’s oldest financial institutions.

More importantly, Apple was going to give away its service for free. The space in the middle of a transaction where the money was, was no longer where the money was. Apple was stealing a march on its competitors by deliberately vacating it. Why? Because Apple saw value simply in facilitating a transaction to become a major money player. But to Apple’s competitors, like Google and Facebook, the value of this space was not just about becoming a player, but about a new type of money that wasn’t money at all: data. The new currency.

AFRICA, NOT SILICON VALLEY, IS WHERE IT IS TRULY AT

In December 2016, Facebook CEO Mark Zuckerberg wanted in on this new world of data as money. His jet touched down in Kenya. Zuckerberg, like Apple, knew that information, not charging to facilitate a transaction, was the future. But also that the plains of central Africa, not Silicon Valley or Wall Street, might hold the key to winning.

In 2007, M-Pesa, a mobile money system allowing Kenyans to transfer money directly from one phone to another, was launched across the country. Not through an app or a complex encrypted payment system, but by text.

M-Pesa was a revolutionary exercise in the democratisation of money, using an entire nation as the laboratory. It not only cut out transfer fees, but made banks – as well as cash – extinct. It did not require an iPhone or a bank account, all it required was a twenty-year-old Nokia.

Within a year of its launch, M-Pesa had seventeen million users in Kenya. Forty per cent of the population. By 2010, more people used M-Pesa than had a bank account. It proved that Kenyans did not need one.

I visited Twiga Foods, the same banana-storage depot outside Nairobi that Zuckerberg visited months earlier. Twiga have used M-Pesa to become one of the fastest-growing companies in Kenya and Zuckerberg wanted to find out how. He met with Edna Kwinga, head of HR, and Kikonde Mwatela, the COO.

‘We didn’t even know we were meeting Zuckerberg until ten minutes before he came in,’ Edna told me. ‘We were told it was the regional head of Facebook, and then in walks Mark Zuckerberg.’ What did he want to know? ‘He was very interested in how we’d used M-Pesa to grow. He was very nice. He’d been in West Africa the previous day and was off to South Africa in the evening.’

Mwatela is under no illusions that the big tech companies are muscling in on M-Pesa’s innovation and sensing an amazing opportunity. ‘Silicon Valley often looks up to the top of the pyramid to see where money can be made, but Zuckerberg is incredibly clever. He’s facing the other way and seeing that it’s at the bottom of the economic pyramid that far more money is to be made.’ Hoovering up the poor of the world and sticking them on Facebook in the process.

Twiga pay everyone through M-Pesa. On a banana plantation near Mount Kenya, farmers pay their employees not with cash, but through their mobile. People who do not have a mobile get a lesson from the boss into how to use one. Did he foresee a time when he wouldn’t use cash? I asked him. ‘What? We don’t use cash now. No one does. It’s heavy and difficult to transport, it’s unsafe, you can be robbed, you can be extorted. That is gone. I might use cash to buy a tea.’

M-Pesa has allowed Kenya to leapfrog the standard twentieth-century stages of development: infrastructure and banks. Once you needed a bank account to get a business. Not anymore. M-Pesa loans money and so it is making banks irrelevant, too.16 M-Pesa has genuinely disrupted money, and has done it with the most basic technology available.

But Zuckerberg can take it to the next level with Facebook, opening up the poor half of the planet to a money revolution. And if it has worked in Kenya, it could work across the world.

M-Pesa offers the gateway to digital consumerism. Selling money transfers, payday loans, credit, food, cars and holidays, even alcohol and online gambling.

But these money transfers using text garner as much information about someone as their online shopping footprint. In 2016, a group of Kenyan police officers were arrested for making huge M-Pesa money transfers. They were not using bitcoin as drug cartels do, or banks to launder cash, they were using text. Zuckerberg realised that M-Pesa offered micro-data surveillance on transactions in much the same way Facebook can, but it could also potentially access billions of people that Facebook cannot.

When digital money arrived in 2000, the likeliest scenario seemed to be the cementing of global inequality. The wealthy half of the planet would use digital and mobile money, while the poor would continue with cash. In fact, M-Pesa proved the complete opposite. M-Pesa both empowered the poor and netted them. Exactly as debt did.

IS CASH AS IRRELEVANT AS WE ARE TOLD?

The subtext – and in many cases the text – of the drive to kill cash is the eradication of the black economy. Kenneth Rogoff, former chief economist at the International Monetary Fund (IMF), says the global end of cash is both an inevitability, and a good thing.

We met in his office at Harvard and Ken showed me his extraordinary mountain range of a graph detailing the boom and bust cycles of Western capitalism for the last two hundred years. The tax revenue generated, coupled with the devastation of the black economy – an economy fuelled by cash – would make a cashless world the greatest leap forward in fiscal management since the end of fixed exchange rates. It would also provide, he said, a far more effective policing of illegal immigrants than building walls or banning entry to the country at passport control.

But something perplexing is going on, said Ken. He demonstrated with his hands, crossing in mid-air. ‘As governments attempt to decrease the availability of cash and phase it out, there has never been more cash in circulation. People just keep using it, and it’s not apparent who or for what.’ To governments wanting to kill cash, it has become Hydra. A multi-headed gorgon: they chop off one head and it simply grows another.17 The black economy – the cash or ‘shadow’ economy – is really a euphemism for the livelihoods of the poor. Freakonomics economists Ceyhun Elgin and Oguz Oztunali, using a dataset for 161 countries between 1950 and 2009, estimated the shadow economy to account for over twenty-two per cent of the world’s GDP.18

Nearly a quarter of the planet’s entire wealth is cash in hand. Cash provides an essential mechanism of survival for billions of people across the planet. Criminals use the shadow economy, but so does someone cleaning an office, working on a building site or keeping a business afloat waiting to be paid. For those on the cusp of paying tax, cash can be the difference between surviving and going under. And if they pay tax, they are finished.

Scooping up the poor quarter of the globe that use the shadow economy, by forcing them to use digital money instead of cash because tax has so far failed to net them, is a strategy that governments are embracing around the world, especially with their failure to collect revenue at the other end of the wealth spectrum: from corporations and the super-rich.

‘Aren’t you simply seeking to use cash as a Trojan Horse to collect revenue from the poorest, because you can’t collect it from the richest?’ I asked Rogoff. He shrugged. ‘Cash isn’t going to disappear as quickly as anyone might want it to, and I’m not saying it should. It serves a purpose for sure.’

In 2016, the Indian government suddenly and unexpectedly withdrew 500 and 1,000 rupee notes (the rough equivalent of a $7 and $15 note) from circulation. Their explicit aim was to cut the legs away from the huge Indian shadow economy. The results were disastrous.

Cash shortages lasted for weeks: twenty-five people collapsed and died after queueing for hours outside banks. The legitimate economy suffered a stock market crash, there was an agricultural crisis and road haulage stopped. The black economy, the intended target, remained untouched.

WHEN DRUGS MONEY BAILED OUT THE BANKS

India is still a significant cash economy, but Western economies rely on cash, too, and especially when there is a crisis. In August 2007, one of the world’s largest multinationals, the French bank BNP Paribas, did something unprecedented in their history. They terminated withdrawals from three hedge funds citing ‘a complete evaporation of liquidity’. The major banks of the US, Europe, Asia and South America followed suit. In a matter of hours, an entire banking system built on liquidity – one bank being able to borrow from another bank based on the cash in the system – ground to a halt. No one was prepared to lend to anyone else, and capitalism was about to stop. It was like that scene in Reservoir Dogs when everyone draws a gun and stares at each other, waiting for someone to make the first move.

But there was one place the banks could still borrow from. An entire global network flush with cash running in parallel to
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