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The Sovereign Individual

The 1997 Book That Predicted Bitcoin, in Plain English — Graded
Against 2026

10 FILES PLAIN ENGLISH RIGHT & WRONG

Two writers looked at the microprocessor in 1997 and made a wild bet: that digital money and online
work would gut the power of the nation-state, and that a new kind of free, borderless person would
rise. Twelve years before Bitcoin, they described it almost exactly.

We rebuilt it as short files. Each ends with In Crypte. Then two files grade the whole thing against
2026 — what it nailed, and what it got badly wrong.

A companion, not a replacement — if a file grabs you, buy the book.
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Consulting for Individuals — personal, one-to-one crypto guidance, built around your goals

and your risk.

Consulting for Businesses — crypto strategy, adoption and advisory for companies and
teams.
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The Sovereign Individual is 400-plus pages of medieval history, Roman tax law, and
1990s panic about the Y2K bug. Buried inside is the most accurate description of
Bitcoin ever written — twelve years before it existed. We dug it out, checked every
big prediction against 2026 — what it nailed, what it got badly wrong — and
kept only what matters for someone holding crypte. Twenty minutes, not a

fortnight. If it grabs you, buy the book — and we'll tell you honestly, at the end,

whether it's worth it.




THE THESIS

FILE 00

The Big Idea: Megapolitics

One idea explains the whole book: whoever controls violence cheaply, rules. Covers the Introduction
and Chapter 2.

CONCEPT: MEGAPOLITICS WRITTEN: 1997
CLAIM: TECH KILLS THE STATE

The authors have one big idea, and they call it megapolitics. Forget votes and speeches. What really
decides who holds power, they say, is technology — whatever makes violence cheap or expensive.
When violence pays, you get big, strong states. When it stops paying, they fall apart.

Their proof is history. Gunpowder made cannons, cannons made war expensive, and only rich kings
could afford it — so the modern state was born. At the same time the printing press broke the Church's
grip on information. Two machines, one age, and the medieval world ended.

Now, they argue, the microprocessor does the same thing in reverse. It lets wealth and work move
online, out of reach of any army or tax collector. Violence stops paying. And the nation-state — like
the bloated, corrupt Church of 1500 — starts to die. "Faster than all but a few now imagine," they
write, "microprocessing will subvert and destroy the nation-state."

In Crypto: this is the worldview under all of crypto. "Exit over voice," "don't trust, verify," Balaji's
Network State — it all starts here. Whether you buy the theory or not, this 1997 book is running in the
heads of half the founders you invest in. Worth knowing what it actually says.

WHAT IT MEANS FOR YOU

Follow the technology, not the politics. The book's bet is that tools decide power. New tools that
move money and work out of reach are the ones that matter.

Big institutions look strongest just before they crack. The Church looked eternal in 1500.
Judge a system by where the tech is heading, not how solid it looks today.

BOTTOM LINE

One claim holds up the whole book: cheap violence builds states, and the microprocessor makes
violence expensive. Everything else follows from that.



THE PREDICTIONS
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The Four Stages of History

Every big leap came from a change in technology, not a change of heart. Covers Chapters 2-3.

CONCEPT: THE FOUR STAGES SPAN: 10,000 YEARS
DRIVER: TECH, NOT CHOICE

The book splits all of human history into four stages: hunter-gatherer, farming, industrial, and now
information. Each shift wasn't a choice. It was forced by technology changing what violence could
grab.

Hunter-gatherers had near-equality — not because they were noble, but because they had nothing
worth stealing and no way to store it. Farming changed that. Suddenly there were crops and herds to
seize, so violence paid, and the first warriors, kings, taxes and slaves appeared. Even writing, they
note, was invented for tax records: "you cannot tax unless you can compile records and issue
receipts."

The industrial stage came with gunpowder and the factory. Big, immobile factories were easy to seize
and tax — perfect for a powerful state. That's the world we still live in. The information stage breaks
it, because online wealth is neither big, nor immobile, nor easy to grab.

In Crypto: this is why the book obsesses crypto people. If farming created the state by making wealth
stealable, then money that can't be seized — held in your own keys, moved across any border —
quietly undoes the deal. Self-custody isn't just a feature here. It's a change of historical stage.

WHAT IT MEANS FOR YOU

Ask what a technology makes stealable — or unstealable. That's the book's whole lens, and it's
a sharp one for judging what actually shifts power.

Unseizable wealth is the crypto pitch in one line. Whether a given coin delivers it is the
question — but that's the promise the whole space is selling.

BOTTOM LINE

Farming built the state by making wealth worth stealing. Crypto's bet is that money you alone
control quietly unbuilds it.



THE PREDICTIONS
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Cybercash: They Described Bitcoin

In 1997, twelve years before Bitcoin, they described it almost exactly. Covers Chapter 7.

PREDICTION: ENCRYPTED MONEY WRITTEN: 1997
ARRIVED: 2009

This is the page that made the book famous. In 1997 — before anyone had heard of Bitcoin — the
authors predicted a new kind of money the state could not touch. They said it would be made of
"encrypted sequences of multihundred-digit prime numbers," would be "unique, anonymous, and
verifiable," and would move across borders "at a keystroke." Bitcoin, built in 2009, matches that
almost word for word.

Their point wasn't just that digital money would exist. It was what it would do to the state.
Governments fund themselves by taxing money they can see and freeze. Money made of math, they
said, would be "almost impossible for tax collectors to capture." They called cyberspace "the ultimate
offshore jurisdiction... Bermuda in the sky with diamonds."

And the line everyone quotes: "The state has grown used to treating its taxpayers as a farmer treats
his cows, keeping them in a field to be milked. Soon, the cows will have wings." In 1997 that sounded
mad. In 2026, with borderless stablecoins moving billions a day, it sounds like a memo.

In Crypto: you are living inside this prediction. Every time you hold your own keys, or move a
stablecoin across a border without a bank, you are the winged cow they described. Whether that frees
you or just makes you a target is what the rest of the book — and this guide — argues about.

WHAT IT MEANS FOR YOU

The core idea of crypto is 25 years old, not new. Money the state can't freeze was a written
prediction before the tech existed. That's how deep the worldview runs.

e Money made of math behaves differently from money made of paper. It moves, hides and
survives in ways states were never built to handle.

BOTTOM LINE

A 1997 book described Bitcoin twelve years before it existed. That's why crypto treats this book
as scripture.



THE PREDICTIONS
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The Sovereign Individual

The person the whole book is named after: the one who slips free of the state. Covers Chapters 9 and
11.

CONCEPT: THE SOVEREIGN INDIVIDUAL
SHIFT: CITIZEN - CUSTOMER COUNT: "500 MILLION"

The "sovereign individual" is the book's hero: someone whose money and work live online, beyond
any single country's reach. They pay tax where they choose, live where they like, and owe no nation
anything. The authors predict a "world superclass, perhaps of 500 million very rich people," with the
top slice fully sovereign.

The key shift is from citizen to customer. Today you're born into a country and it taxes you. Tomorrow,
they say, you'll shop for a government the way you shop for a phone plan — and governments will
have to compete for you or watch you leave. "Citizenship," they write, "will go the way of chivalry": a
noble-sounding idea that quietly stops making sense.

It's a cold vision, and they know it. The sovereign individual doesn't fix the country he leaves. He exits
it. The book treats that as simple physics — when the productive can leave, they will — not as
something to feel good or bad about.

In Crypto: this is the dream crypto sells and the discomfort it carries. Self-custody, DAOs, "exit,"
digital nomads, citizenship bought with Bitcoin — all of it is the sovereign individual made real. It
genuinely frees people. It also, the book admits, means the winners walking away from everyone who
can't follow.

WHAT IT MEANS FOR YOU

"Exit" is a real strategy and a real cost. Being able to leave — a country, a bank, a system —
is power. Just notice who gets left behind when you use it.

Governments now compete for mobile money. That's why golden visas and crypto-friendly
havens exist. The book predicted the auction; you're watching it run.

BOTTOM LINE

The book's hero pays tax where he likes and belongs nowhere. Freedom for him — an open
question for everyone who can't do the same.
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Governments as Businesses

When taxpayers can leave, the state has to compete — or die. Covers Chapters 5-6.

PREDICTION: TAX COMPETITION
FORECAST: TAX CAPACITY -50-70%
MODEL: GOVERNMENT AS VENDOR

This follows from the last file. Once the best taxpayers can pack up and move online, a government
can't just demand money. It has to earn it, like a business. Charge too much and your "customers"
leave for a cheaper jurisdiction. The authors predicted the state's taxing power would fall by 50 to 70
percent.

They saw government as a protection business that had become a protection racket — charging
"hundreds or even thousands of times" more than its service is worth, because you couldn't shop
elsewhere. Take away the trapped customer, and the racket has to turn into a real business or lose its
base.

They even predicted the ugly response. States that can't keep wealth by good service will try force of
law — exit taxes, capital controls, "a Berlin Wall for capital." A cornered government, they warned,
gets nastier before it gets leaner.

In Crypto: this is the tug-of-war you watch every week. On one side, countries dangling golden visas
and zero-tax crypto regimes to attract mobile wealth. On the other, the OECD's global minimum tax
and exit levies trying to stop the leak. The book called both moves — the welcome and the crackdown
— decades early.

WHAT IT MEANS FOR YOU

0 Tax and rules are now a market. Jurisdictions compete for you. That's an opportunity and a trap
— the cheap haven today can change its mind tomorrow.

e Watch for the crackdown, not just the welcome. Exit taxes and capital controls are the state's
predicted counter-move. Don't assume the open door stays open.

BOTTOM LINE

When customers can leave, the shakedown has to become a service. The state's response —
compete, or wall you in — is the fight of the next decade.
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Winner-Take-All

The book's least comfortable economic call: the middle gets hollowed out. Covers Chapter 8.

PREDICTION: WINNER-TAKE-ALL CASUALTY: THE STEADY JOB
RESULT: WIDER GAPS

The 20th century assumed technology makes people more equal. The book says that was a fluke.
Factory machines were "semi-stupid" and needed millions of average workers, so wages spread out.
Smart software doesn't. It lets a tiny number of top people serve the whole world — and takes the
ladder away from everyone else.

So a "job" stops being a position you hold and becomes a task you're hired for. The best in any field
win almost everything; the middle thins out. They predicted this would feel like betrayal and breed
resentment — and that it would be nearly impossible to reverse, because the winners and their money
can simply move away from any country that tries to tax it back.

It's a grim forecast, and largely a correct one. Whatever you think of it, the gap between the top and
everyone else has widened almost exactly as the book said.

In Crypto: crypto lives this pattern at high speed. A handful of early holders, founders and funds
capture most of the gains; latecomers get the volatility. "Winner-take-all" is the token unlock schedule,
the VC allocation, the influencer's early bag. Knowing the pattern is how you avoid being the exit
liquidity.

WHAT IT MEANS FOR YOU

° In a winner-take-all game, entry price and timing are everything. The same asset is a fortune
for the early and a bag for the late. Know which one you are.

e Skills and capital that move keep their value. The book's cruel lesson: whatever is stuck — a
job, a place — loses leverage. Whatever is mobile keeps it.

BOTTOM LINE

Software doesn't spread rewards the way factories did. A few win big, the middle thins, and the
gap is hard to close. Crypto runs the same play, faster.
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The Backlash

The book saw the anger coming, and named it. Covers Chapter 9.

PREDICTION: NATIONALIST BACKLASH
THEIR WORDS: "THE NEW LUDDITES"
ADVICE: "GET READY TO DUCK™"

The authors were clear that none of this would happen quietly. As the winners detach and the middle
sinks, they predicted a fierce reaction: angry nationalism, hostility to technology, and a search for
someone to blame — usually immigrants and elites. They called the reactors "the new Luddites" and
gave two words of advice: "Get ready to duck."

The angriest people, they guessed, would be "those of middle talent in currently rich countries" —
people who did everything right under the old system and watched the ground shift. Nationalism, once
a winning strategy, would curdle into a rallying cry for those left behind. Written in 1997, this reads
like a description of the politics that arrived fifteen years later.

They didn't cheer it, but they didn't dodge it either. The backlash, in their telling, is the natural pain of
a civilisation changing stages — the same rage that met every past transition, now aimed at screens
and borders.

In Crypto: crypto sits right in the crossfire. It's a tool for exactly the "exit" the book predicts, which is
why it draws such heat — bans, hostile rules, "it's for criminals." Some of that is fair; some is the
backlash the book warned of. Reading it helps you tell the two apart.

WHAT IT MEANS FOR YOU

Expect the pushback to get worse, not better. Crypto crackdowns aren't random. They're the
predicted reaction to money slipping out of state control.

Separate real risk from political heat. Some warnings about crypto are genuine; some are the
backlash. Judge each on evidence, not volume.

BOTTOM LINE

The book saw the angry politics of the 2010s coming in 1997, and told its readers to duck.
Crypto now stands where the punches land.
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The Dark Side

The part crypto fans quote less: this is also a cold, elitist book. Covers Chapters 7 and 11.

CONCEPT: THE UNCOMFORTABLE POLITICS
THEIR LINE: "CYBERPOOR UNDER $200K"

Read honestly, The Sovereign Individual is not a warm book. Its "cyberpoor," it says, "may be those
with an income of less than $200,000 a year." It predicts — and barely mourns — "gated
communities," the "lower classes... walled out,” and a cognitive elite that feels more at home in
another country's business lounge than among its own poorer neighbours.

Critics call it a blueprint for the rich to abandon everyone else — to take the upside of society and
quietly opt out of the bill. That reading is fair. The book treats the collapse of shared things — schools,
safety nets, democracy itself — with a coolness many readers find chilling.

This matters because the book's admirers now run large parts of tech and crypto. Its ideas aren't just
theory; they shape products and politics. Taking the vision seriously means taking its cold streak
seriously too — not just the parts that sound like freedom.

In Crypto: this is the honest tension in crypto. The same tools that protect a dissident's savings also
let the wealthy escape any obligation. "Sovereignty" can mean a family in Argentina beating inflation
— or a billionaire skipping tax. The technology doesn't choose; people do. Knowing the book's cold
side helps you notice which one you're being sold.

WHAT IT MEANS FOR YOU

"Freedom from the state" and "escape from responsibility" can look identical. Watch which
one a project is actually selling you.

The best tools cut both ways. Self-custody protects the vulnerable and the predatory equally.
Not a reason to reject it — a reason to stay clear-eyed.

BOTTOM LINE

The same book that predicted Bitcoin also shrugged at walling out the poor. Read it with both
eyes open.
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What It Got Right

Graded against 2026: the predictions that landed. The Second Look.
PERIOD: 1997 - 2026 VERDICT: EERILY ACCURATE

Most futurism ages badly. This book didn't. Here is what it called, checked against the record.

Encrypted, stateless money. It predicted "cybercash" made of prime numbers. Bitcoin arrived in
2009 and now anchors a market worth trillions. A direct hit, twelve years early.

Remote, borderless work. It said a job would become a task you do, not a position you hold, done
from anywhere. After 2020 it stuck: knowledge workers worldwide now average just over a day a
week from home, permanently up from before — and more than that across the US and UK.

Winner-take-all inequality. It forecast a tiny elite capturing most of the gains. Today the richest 1.5%
own roughly 48% of the world's wealth (UBS), and the US top 1% hold somewhere between a third
and 40% depending on who counts — almost exactly the world it described.

Jurisdictions competing for the rich. It predicted governments bidding for wealthy "customers." In
2026 you can buy residency or citizenship with Bitcoin — El Salvador for around $1M, Vanuatu from
about $130k — and digital-nomad visas are everywhere.

The nationalist backlash. It predicted an angry, anti-elite, anti-immigrant politics from those left
behind. The 2010s delivered it, on schedule.

BOTTOM LINE

For a book written before Google existed, the hit rate is uncomfortable. It saw the shape of 2026
from 1997.



THE SCORECARD
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What It Got Wrong

The other half of the Second Look: where the prophecy failed — including the miss its own fans admit.
PERIOD: 1997 - 2026 VERDICT: BIG MISSES TOO
A fair scorecard cuts both ways. Here is what the book got wrong — and it's not small.

China. The biggest miss. The book said technology would weaken states. China used the very same
technology — mass surveillance, the Great Firewall, a digital yuan the state can watch and freeze —
to build the strongest, most digital government on earth. Peter Thiel, who wrote the 2020 preface and
admires the book, conceded the point in it: they underrated China — quipping that its rulers "must
have been keen readers of The Sovereign Individual."

The state got stronger, not weaker. They expected the internet to free individuals from governments.
Instead, states and platforms watch more than ever. The tools the book thought would liberate turned
out, just as often, to surveil.

The timeline. It implied the nation-state would be in serious decline "early in the new millennium." It
isn't. In 2026, states still tax, regulate and print money. El Salvador even reversed its Bitcoin-as-legal-
tender law in 2025 under pressure from the IMF — the state struck back, and won that round.

Governments cooperated. The book bet states couldn't coordinate to stop tax competition. Then they
agreed a global minimum tax of 15%. Fragile and full of loopholes — but proof the state isn't as
helpless as the book claimed.

Thiel now frames the real fight as two poles: AI, which centralises power, and crypto, which
spreads it out. The book only saw one of those. Which pole wins is still open — and is much of why
it's read again now.

BOTTOM LINE

It nailed the money and missed the state. The nation didn't wither — in China it went digital and
got stronger. The prophecy is half right, which is why it's worth arguing with.
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What It Means for Your Wallet

The
AU

whole book, in rules a crypto holder can actually use.

DIENCE: EVERY CRYPTO USER SOURCE: FILES 00-09

This one is a worldview more than a how-to, so the rules are about how to think — and what to watch.

Each comes from a file.

Follow the technology, not the noise (file 00). Power moves to whoever controls the newest
tools for moving money and work. That's the book's method — and a good filter for the news.

Treat unseizable money as the core bet (file 02). The whole crypto thesis is here: money made
of math a state can't freeze. Everything else is a footnote to that.

Exit is real power — use it with eyes open (file 03). Self-custody, mobility, jurisdiction choice
all give you leverage. Just notice the cost, and who's left behind.

Assume governments will compete AND crack down (file 04). Golden visas and crypto havens
are the welcome; exit taxes and bans are the counter. Plan for both.

In winner-take-all, timing is the whole game (file 05). Early or late decides fortune or bag.
Know which you are before you buy.

Expect the backlash; don't confuse it with the risk (file 06). Political heat on crypto is partly
predicted reaction, partly real danger. Sort them by evidence.

Watch which "freedom" you're being sold (file 07). Protecting your savings and dodging all
responsibility use the same tools. Stay honest about which it is.

Grade every prophecy against the record (files 08-09). This book got the money right and the
state wrong. Do the same to anyone selling you the future — including us.

BOTTOM LINE

One thread ties it together: money that moves out of a state's reach changes everything around
it. That's the bet crypto makes — this book shows how old, and how double-edged, it is.
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THE VERDICT

The Book, Weighed

Published 1997, reissued 2020 — graded against the world it predicted.

AUTHORS: DAVIDSON & REES-MOGG
GRADE: ESSENTIAL AND UNSETTLING

The most accurate — and most uncomfortable — prediction of the crypto age, written before the web
had grown up. The scoreboard:

° It called the big one — encrypted, stateless money, twelve years before Bitcoin. No other 1990s
book comes close.

° Its method still works — "follow the technology that moves power" is a genuinely useful way to
read the news.

It's honest about the pain — the inequality and backlash it predicted arrived on time, and it
didn't pretend they wouldn't.

It's cold and elitist — the "cyberpoor under $200k," the shrug at walling out the weak. Read it
aware of that, not swept up in it.

It got the state badly wrong — China went digital and got stronger; the nation didn't wither.
Half the prophecy failed.

It rambles — 400+ pages of medieval history and Y2K panic around the good parts. Our ten
files are the signal.

Final grade: essential, with a health warning. Read it to understand the worldview driving half of
crypto and tech — the founders you invest in have this book in their heads. Then read it against 2026
and argue back, because half of it was wrong and some of it was cold. Pair it with The Bitcoin
Standard for the money and Skin in the Game for the risk. Buy the book for the prophecy — come to
us for the scorecard.

BOTTOM LINE

It predicted your Bitcoin wallet in 1997 and missed the surveillance state completely. Read the
half it got right; never forget the half it didn't.



