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Introduction
by Robert W. McChesney

Neoliberalism is the defining political economic paradigm
of our time—it refers to the policies and processes whereby a rel-
ative handful of private interests are permitted to control as much
as possible of social life in order to maximize their personal profit.
Associated initially with Reagan and Thatcher, for the past two
decades neoliberalism has been the dominant global political eco-
nomic trend adopted by political parties of the center and much
of the traditional left as well as the right. These parties and the
policies they enact represent the immediate interests of extremely
wealthy investors and less than one thousand large corporations.

Aside from some academics and members of the business
community, the term neoliberalism is largely unknown and unused
by the public-at-large, especially in the United States. There, to
the contrary, neoliberal initiatives are characterized as free mar-
ket policies that encourage private enterprise and consumer choice,
reward personal responsibility and entrepreneurial initiative, and
undermine the dead hand of the incompetent, bureaucratic and par-
asitic government, that can never do good even if well intended,
which it rarely is. A generation of corporate-financed public rela-
tions efforts has given these terms and ideas a near sacred aura.
As a result, the claims they make rarely require defense, and are
invoked to rationalize anything from lowering taxes on the wealthy
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and scrapping environmental regulations to dismantling public edu-
cation and social welfare programs. Indeed, any activity that might
interfere with corporate domination of society is automatically sus-
pect because it would interfere with the workings of the free mar-
ket, which is advanced as the only rational, fair, and democratic
allocator of goods and services. At their most eloquent, proponents
of neoliberalism sound as if they are doing poor people, the envi-
ronment, and everybody else a tremendous service as they enact
policies on behalf of the wealthy few.

The economic consequences of these policies have been
the same just about everywhere, and exactly what one would
expect: a massive increase in social and economic inequality, a
marked increase in severe deprivation for the poorest nations and
peoples of the world, a disastrous global environment, an unsta-
ble global economy and an unprecedented bonanza for the
wealthy. Confronted with these facts, defenders of the neoliberal
order claim that the spoils of the good life will invariably spread
to the broad mass of the population—as long as the neoliberal poli-
cies that exacerbated these problems are not interfered with!

In the end, neoliberals cannot and do not offer an empir-
ical defense for the world they are making. To the contrary, they
offer—no, demand—a religious faith in the infallibility of the
unregulated market, that draws upon nineteenth century theories
that have little connection to the actual world. The ultimate trump
card for the defenders of neoliberalism, however, is that there is
no alternative. Communist societies, social democracies, and even
modest social welfare states like the United States have all failed,
the neoliberals proclaim, and their citizens have accepted neolib-
eralism as the only feasible course. It may well be imperfect, but
it is the only economic system possible.

Earlier in the twentieth century some critics called fascism
"capitalism with the gloves off,” meaning that fascism was pure cap-
italism without democratic rights and organizations. In fact, we
know that fascism is vastly more complex than that. Neoliberal-
ism, on the other hand, is indeed “capitalism with the gloves off.”
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It represents an era in which business forces are stronger and more
aggressive, and face less organized opposition than ever before.
In this political climate they attempt to codify their political power
on every possible front, and as a result, make it increasingly dif-
ficult to challenge business—and next to impossible—tfor non-
market, noncommercial, and democratic forces to exist at all.

It is precisely in its oppression of nonmarket forces that
we see how neoliberalism operates not only as an economic sys-
tem, but as a political and cultural system as well. Here the dif-
ferences with fascism, with its contempt for formal democracy and
highly mobilized social movements based upon racism and nation-
alism, are striking. Neoliberalism works best when there is formal
electoral democracy, but when the population is diverted from the
information, access, and public forums necessary for meaningful
participation in decision making. As neoliberal guru Milton Fried-
man put it in his Capitalism and Freedom, because profit-making is the
essence of democracy, any government that pursues antimarket
policies is being antidemocratic, no matter how much informed
popular support they might enjoy. Therefore it is best to restrict
governments to the job of protecting private property and enforc-
ing contracts, and to limit political debate to minor issues. (The
real matters of resource production and distribution and social
organization should be determined by market forces.)

Equipped with this perverse understanding of democracy,
neoliberals like Friedman had no qualms over the military over-
throw of Chile's democratically elected Allende government in
1973, because Allende was interfering with business control of
Chilean socicty. After fifteen years of often brutal and savage dic-
tatorship—all in the name of the democratic free market—formal
democracy was restored in 1989 with a constitution that made it
vastly more difficult, if not impossible, for the citizenry to chal-
lenge the business-military domination of Chilean society. That
is neoliberal democracy in a nutshell: trivial debate over minor
issues by parties that basically pursue the same pro-business poli-
cies regardless of formal differences and campaign debate.
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Democracy is permissible as long as the control of business is off-
limits to popular deliberation or change; i.e. so long as it isn't
democracy.

The neoliberal system therefore has an important and nec-
essary byproduct—a depoliticized citizenry marked by apathy and
cynicism. If electoral democracy affects little of social life, it is irra-
tional to devote much attention to it; in the United States, the
spawning ground of neoliberal democracy, voter turnout in the
1998 congressional clections arguably was a record low, with just
over one-third of eligible voters going to the polls. Although occa-
sionally generating concern from those established parties like the
U.S. Democratic Party that tend to attract the votes of the dis-
possessed, low voter turnout tends to be accepted and encouraged
by the powers-that-be as a very good thing since nonvoters are,
not surprisingly, disproportionately found among the poor and
working class. Policigs that could quickly increase voter interest
and participation rates are stymied before ever getting into the pub-
lic arena. In the United States, for example, the two main busi-
ness-dominated parties, with the support of the corporate
community, have refused to reform laws that make it virtually
impossible to create new political parties {that might appeal to non-
business interests) and let them be effective. Although there is
marked and frequently observed dissatisfaction with the Republi-
cans and Democrats, ¢lectoral politics is one area where notions
of competition and free choice have little meaning. In some

respects the caliber of debate and choice in neoliberal elections
tends to be closer to that of the one-party communist state than
that of a genuine democracy.

But this barely indicates neoliberalism's pernicious impli-
cations for a civic-centered political culture. On the one hand, the
social incquality generated by neoliberal policies undermines any
effort to realize the legal equality necessary to make democracy
credible. Large corporations have resources to influence media and
overwhelm the political process, and do so accordingly. In U.S.
electoral politics, for just one example, the richest one-quarter of
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one percent of Americans make 80 percent of all individual polit-
ical contributions and corporations outspend labor by a margin of
10-1. Under neoliberalism this all makes sense, as elections then
reflect market principles, with contributions being equated with
investments. As a result, it reinforces the irrelevance of electoral
politics to most people and assures the maintenance of unques-
tioned corporate rule.

On the other hand, to be effective, democracy requires that
people feel a connection to their fellow citizens, and that this con-
nection manifests itself though a variety of nonmarket organiza-
tions and institutions. A vibrant political culture needs community
groups, libraries, public schools, neighborhood organizations, coop-
cratives, public meeting places, voluntary associations, and trade
unions to provide ways for citizens to meet, communicate, and
interact with their fellow citizens. Neoliberal democracy, with its
notion of the market iiber alles, takes dead aim at this sector. Instead
of citizens, it produces consumers, Instead of communities, it pro-
duces shopping malls. The net result is an atomized society of dis-
engaged individuals who feel demoralized and socially powerless.

In sum, neoliberalism is the immediate and foremost enemy
of genuine participatory democracy, not just in the United States
but across the planet, and will be for the foresceable future.

Itis fitting that Noam Chomsky is the leading intellectual
figure in the world today in the battle for democracy and against
neoliberalism. In the 1960s, Chomsky was a prominent U.S. critic
of the Vietnam war, and, more broadly, he became perhaps the
most trenchant analyst of the ways U.S. foreign policy undermines
democracy, quashes human rights, and promotes the interests of
the wealthy few. In the 1970s, Chomsky, along with his co-author
Edward S. Herman, began their research on how the U.S news
media serve elite interests and undermine the capacity of the cit-
izenry to actually rule their lives in a democratic fashion. Their
1988 book, Manufacturing Consent, remains the starting point for any

serious inquiry into news media performance.

Throughout these years Chomsky, who could be charac-
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terized as an anarchist or, perhaps more accurately, a libertarian
socialist, was a vocal, principled, and consistent democratic oppo-
nent and critic of Communist and Leninist political states and par-
ties. He educated countless people, including myself, that
demacracy is a non-negotiable corerstone of any post-capitalist
society worth living in or fighting for. At the same time, he has
demonstrated the absurdity of equating capitalism with democracy,
or of thinking that capitalist societies, even under the best of cir-
cumstances, will ever open access to information or decision mak-
ing beyond the most narrow and controlled possibilities. | doubt any
author, aside from perhaps George Orwell, has approached Chom-
ky in systematically skewering the hypocrisy of rulers and ideo-
logues in both Communist and capitalist societies as they claim that
theirs is the only form of true democracy available to humanity.

In the 1990s, all of these strands of Chomsky's political
work—from anti-imperialism and critical media analysis to writ-
ings on democracy and the labor movement—have come together,
culminating in work like this book on democracy and the nealib-
eral threat. Chomsky has done much to reinvigorate an under-
standing of the social requirements for democracy, drawing upon
the ancient Greeks as well as the leading thinkers of democratic
revolutions in the seventeenth and eighteenth centuries. As he
makes clear, it is impossible to be a proponent for participatory
democracy and at the same time champion capitalism, or any other
class-divided society. In assessing the real historical struggles for
democracy, Chomsky also reveals how neoliberalism is hardly a
new thing, but merely the current version of the battle for the
wealthy few to circumscribe the political rights and civic powers
of the many.

Chomsky may also be the leading critic of the mythology
of the natural “free” market, that cheery hymn that is pounded into
our heads about how the economy is competitive, rational, effi-
cient, and fair. As Chomsky points out, markets are almost never
competitive. Most of the economy is dominated by massive cor-
porations with tremendous control over their markets and that
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therefore face precious little competition of the sort described in
economics textbooks and politicians’ speeches. Moreaver, corpo-
rations themselves are effectively totalitarian organizations, oper-
ating along nondemaocratic lines. That our economy s centered
around such institutions severely compromises our ability to have
a democratic society.

The mythology of the free market also submits that gov-
ernments are inefticient institutions that should be limited so as
not to hurt the magic of the natural “laissez-faire” market. In fact,
as Chomsky emphasizes, governments are central to the modern
capitalist system. They lavishly subsidize corporations and work
to advance corporate interests on numerous fronts. The same cor-
porations that exult in neoliberal ideology are in fact often hyp-
ocritical: they want and expect governments to funnel tax dollars
to them, and to protect their markets for them from competition,
but they want 1o assure that governments will not tax them or work
supportively on behalf of non-business interests, especially on
behalf of the poor and working class. Governments are bigger than

- ever, but under neoliberalism they have far less pretense to being

concerned with addressing non-corporate interests.

And nowhere is the centrality of governments and poli-
cymaking more apparent than in the emergence of the global mar-
ket economy. What is presented by pro-business ideologues as the
natural expansion of free markets across borders is, in fact, quite
the opposite. Globalization is the result of powerful governments,

_ especially that of the United States, pushing trade deals and other

accords down the throats of the world's people to make it casier
for corporations and the wealthy to dominate the economies of
nations around the world without having obligations to the peo-
ples of those nations. Nowhere is the process more apparent than
in the creation of the World Trade Organization in the early 1990s,
and, now, in the secret deliberations on behalf of the Multilateral
Agreement on Investment (MAI)

Indeed, it is the inability to have honest and candid dis-
cussions and debates about neoliberalism that is one of its most
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striking features. Chomsky's critique of the neoliberal order is effec-
tively off-limits to mainstream analysis despite its empirical
strength and because of its commitment to democratic values.
Here, Chomsky’s analysis of the doctrinal system in capitalist
democracies is useful. The corporate news media, the PR indus-
try, the academic ideologues, and the intellectual culture writ large
play the central role of providing the “necessary illusions” to make
this unpalatable situation appear rational, benevolent, and neces-
sary if not necessarily desirable. As Chomsky hastens to point out,
this is no formal conspiracy by powerful interests: it doesn't have
to be. Through a vanety of institutional mechanisms, signals are
sent to intellectuals, pundits, and journalists pushing them to sce
the status quo as the best of all possible worlds, and away from
challenging those who benefit from the status quo, Chomsky's
work is a direct call for democratic activists to remake our media
system so it can beopened up to anticorporate, antineoliberal per-
spectives and inquiry. It is also a challenge to all intellectuals, or
at least those who express a commitment to democracy, to ke a
long, hard look in the mirror and to ask themselves in whaose inter-
ests, and for what values, do they do their work.

Chomsky's description of the neoliberal/corporate hold
over our economy, polity, journalism, and culture is so powerful
and overwhelming that for some readers it can produce a sense of
resignation. In our demoralized political times, a few may go a step
further and conclude that we are enmeshed in this regressive sys-
tem because, alas, humanity is simply incapable of creating a more
humane, egalitarian, and democratic social order.

In fact, Chomsky's greatest contribution may well be his
insistence upan the fundamental democratic inclinations of the
world's peoples, and the revolutionary potential implicit in those
impulses. The best evidence of this possibility is the extent to
which corporate forces go to prevent there being genuine politi-
cal democracy. The world's rulers understand implicitly that theirs
is a system established to suit the needs of the few, not the many,
and that the many cannot therefore ever be permitted to question
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and alter corporate rule, Even in the hobbled democracies that do
exist, the corporate community works incessantly to see that
important issues like the MAl are never publicly debated. And the
business community spends a fortune bankrolling a PR apparatus
to convince Americans that this is the best of all possible worlds.
The time to worry about the possibility of social change for the
better, by this logic, will be when the corporate community aban-
dons PR and buying elections, permits a representative media, and
is comfortable establishing a genuinely egalitarian participatory
democracy because it no longer fears the power of the many. But
there is no reason to think that day will ever come.

Neoliberalism's loudest message is that there is no alter-
native to the status quo, and that humanity has reached its high-
est level. Chomsky points out that there have been several other
periods designated as the “end of history” in the past. In the 19205
and 1950s, for example, LS. clites claimed that the system was
warking and that mass quiescence reflected widespread satistac-
tion with the status quo. Events shortly thereafter highlighted the
silliness of those beliefs. | suspect that as soon as democratic forces
record a few tangible victories the blood will return to their veins,
and talk of there being no possible hope for change will go the
same route as all previous clite fantasies about their glorious rule
being enshrined for a millennium.

The notion that there can be no superior alternative to the
status quo is more farfetched today than ever, in this era when there
are mind-boggling technologies for bettering the human condi-
tion. It is true that it remains unclear how to establish a viable, free,
and humane post-capitalist order, and the very notion has a utopian
air about it. But every advance in history, from ending slavery and
establishing democracy to ending formal colonialism, has had to
conquer the notion at some point that it was impossible to do
because it had never been done before. And as Chomsky hastens
to point out, organized political activism is responsible for the
degree of democracy we have today, for universal adult suffrage,
for women's rights, for trade unions, for civil rights, for the free-



E—L""" -_:A.',

16| Chomsky / Profis Over People

doms we do enjoy. Even if the notion of a post-capitalist society
seems unattainable, we do know that human political activity can
make the world we live in vastly more humane. And as we get to
that point, perhaps we will again be able to think in terms of build-
ing a political economy based on principles of cooperation, equal-
ity, self-government, and individual freedom.

Until then, the struggle for social change is not a hypo-
thetical issue. The current neoliberal order has generated massive
political and economic crises from east Asia to eastern Europe and
Latin America. The quality of life in the developed nations of
Europe, Japan, and North America is fragile and the societies are
in considerable turmoil, Tremendous upheaval is in the cards for
the coming years and decades. There is considerable doubt about
the outcome of that upheaval, however, and little reason to think
it will automatically lead to a demoeratic and humane resolution.
That will be determined by how we, the people, organize, respond,
and act. As Chomsky says, if you act like there is no possibility
of change for the better, you guarantee that there will be no change
for the better. The choice is ours, the choice is yours.

Robert W. McChesney
Madison, Wisconsin
October 1998




I would like to discuss cach of the topics mentioned in the

title: neoliberalism and global order. The issues are of great human
 significance and not very well understood. To deal with them sen-
~sibly, we have to begin by separating doctrine from reality, We
~ often discover a considerable gap.

The term "neoliberalism” suggests a system of principles

 that is both new and based on classical liberal ideas: Adam Smith

is revered as the patron saint. The doctrinal system is also known
as the "Washington consensus,” which suggests something about
global order. A closer look shows that the suggestion about global
order is fairly accurate, but not the rest. The doctrines are not new,
and the basic assumptions are far from those that have animated
the liberal tradition since the Enlightenment.

The Washington Consensus

The neoliberal Washington consensus is an array of mar-
ket oriented principles designed by the government of the United
States and the international financial institutions that it largely dom-
inates, and implemented by them in various ways—for the more
vulnerable societies, often as stringent structural adjustment pro-
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grams. The basic rules, in brief, are: liberalize trade and finance,
let markets set price (“get prices right”), end inflation {"macroeco-
nomic stability”), privatize. The government should “get out of the
way'—hence the population too, insofar as the government is
democratic, though the conclusion remains implicit. The decisions
of those who impose the “consensus” naturally have a major impact
on global order. Some analysts take a much stronger position. The
international business press has referred to these institutions as the
core of a “de facto world government” of a “new imperial age.”

Whether accurate or not, this description serves to remind
us that the governing institutions are not independent agents but
reflect the distribution of power in the larger society. That has been
a truism at least since Adam Smith, who pointed out that the “prin-
cipal architects” of policy in England were “merchants and man-
ufacturers,” who used state power to_serve their own interests,
however “grievous” the effect on others, including the people of
England. Smith's concern was “the wealth of nations,” but he under-
stood that the “national interest” is largely a delusion: within the
“nation” there are sharply conflicting interests, and to understand
policy and its effects we have to ask where power lies and how it
is exercised, what later came to be called class analysis.

The “principal architects” of the neoliberal “Washington
consensus” are the masters of the private economy, mainly huge
corporations that control much of the international economy and
have the means to dominate policy formation as well as the struc-
wuring of thought and opinion. The United States has a special role
in the system for obvious reasons. To borrow the words of diplo-
matic historian Gerald Haines, who is also senior historian of the
CIA, "Following World War 1l the United States assumed, out of
self-interest, responsibility for the welfare of the world capitalist
system " Haines is concerned with what he calls “the American-
ization of Brazil." but only as a special case. And his words are accu-
rate enough.

The United States had been the world’s major economy
long before World War 11, and during the war it prospered while

Neoliberalism and Global Order _Nu

ts rivals were severely weakened The state-coordinated wartime
economy was at last able to overcome the Great Depression. By
the war's end, the United States had half of the world's wealth and
a position of power without historical precedent. Naturally, the
principal architects of policy intended to use this power to design
- aglobal system in their interests.

High-level documents describe the primary threat 1o these
interests, particularly in Latin America, as “radical” and “national-
- istic regimes” that are responsive to popular pressures for “imme-
. diate improvement in the low living standards of the masses” and
development for domestic needs. These tendencies conflict with
the demand for “a political and economic climate conducive to pri-
wvate investment,” with adequate repatriation of profits and “pro-
 tection of our raw materials"—ours, even if located sumewhere else.

For such reasons, the influential planner George Kennan advised
that we should “cease to talk about vague and unreal objectives such
‘s human rights, the raising of the living standards, and democra-
tization” and must “deal in straight power concepts,” not "hampered
,9< idealistic slogans” about “altruism and world-benefaction”—
though such slogans are fine, in fact obligatory, in public discourse.
| am quoting the secret record, available now in principle,
w_n_..ﬁ.nr largely unknown to the general public or the intellectual
community.

“Radical nationalism” is intolerable in itself, but it also
a broader “threat to stability.” another phrase with a spe-
.unﬁ_ meaning. As Washington prepared to overthrow Guatemala’s
first democratic government in 1954, a State Department official
d that Guatemala had "become an increasing threat to the
~stability of Honduras and El Salvador. Its agrarian reform is a pow-
.H.Q-?_ propaganda weapon, its broad social program of aiding the
,.to.rna and peasants in a victonious struggle against the upper
classes and large foreign enterprises has a strong appeal to the
“populations of Central American neighbors where similar condi-
tions prevail * *Stability” means security for “the upper classes and
large foreign enterprises,” whose welfare must be preserved.
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Such threats to the “welfare of the world capitalist system”
justify terror and subversion to restore “stability.” One of the first
tasks of the CIA was to take part in the large-scale effort to under-
mine democracy in ltaly in 1948, when it was feared that elections
might come out the wrong way, direct military intervention was
planned if the subversion failed. These are described as efforts “to
stabilize Italy.” It is even possible to "destabilize” to achieve “sta-
bility.” Thus the editor of the quasi-official journal Foreign Affairs
explains that Washington had to “destabilize a freely elected Marx-
ist government in Chile” because “we were determined to seek sta-
bility.” With a proper education, one can overcome the apparent
contradiction.

Nationalist regimes that threaten “stability” are sometimes
called “rotten apples’ that might “spoil the barrel * or “viruses” that
might "infect” others. ltaly in 1948.is. one example. Twenty-five
years later, Henry Kissinger described Chile as a “virus” that might
send the wrong messages about possibilities for social change,
infecting others as far as Italy, still not “stable” even after years of
major CIA programs to subvert ltalian democracy. Viruses have 1o
be destroyed and others protected from infection: for both tasks,
violence is often the most efficient means, leaving a gruesome trail
of slaughter, terror, torture, and devastation.

In secret postwar planning, each part of the world was
assigned its specific role. Thus the “major function” of Southeast
Asia was to provide raw materials for the industrial powers. Africa
was to be “exploited” by Europe for its own recovery. And so on,
through the world.

In Latin America, Washington expected to be able to
implement the Monroe Doctrine, but again in a special sense. Pres-
ident Wilson, famous for his idealism and high moral principles,
agreed in secret that “in its advocacy of the Monroe Doctrine the
United States considers its own interests.” The interests of Latin
Americans are merely “incidental " not our concern. He recognized
that “this may seem based on selfishness alone,” but held that the
doctrine "had no higher or more generous motive.” The United
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hﬂ:u sought to displace its traditional rivals, England and France,
* and establish a regional alliance under its control that was to stand
~ apart from the world system, in which such arrangements were not
1o be permitted.
iy The “functions” of Latin America were clarified at a hemi-
- spheric conference in February 1945, where Washington proposed
~ an “Economic Charter of the Americas” that would eliminate eco-
nomic nationalism “in all its forms." Washington planners under-
: stood that it would not be easy to impose this principle. State
Department documents warned that Latin Americans prefer “poli-
~ cies designed to bring about a broader distribution of wealth and
to raise the standard of living of the masses,” and are “convinced
l iﬁn the first beneficiaries of the development of a country's
ssources should be the people of that country.” These ideas are
unacceptable: the “first beneficiaries” of a country’s resources are
investors, while Latin America fulfills its service function with-
out unreasonable concerns about general welfare or “excessive
industrial development” that might infringe on LLS, interests.
I The position of the United States prevailed, though not
without problems in the years that followed, addressed by means
| need not review.
1 As Europe and Japan recovered from wartime devastation,
world order shifted to a tripolar pattern. The United States has
tetained its dominant role, though new challenges are arising, includ:
ing g European and East Asian competition in South America. The
_.. nost important changes took place twenty-five years ago, when the
383 Administration dismantled the postwar global economic sys-
g within which the United States was, in effect, the worlds
_r!.rﬂ a role it could no longer sustain. This unilateral act (to be
sure, with the cooperation of other powers) led 1o a huge explosion
of unregulated capital flows. Still more striking is the shift in the
composition of the flow of capital. In 1971, 90 percent of interna-
‘tional financial transactions were related to the real economy—trade
- or long-term investment—and 10 percent were speculative. By 1990
 the percentages were reversed, and by 1995 about 95 percent of the
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vastly greater sums were speculative, with daily flows regularly
exceeding the combined foreign exchange reserves of the seven
biggest industrial powers, over $1 trillion a day, and very short-term:
about 80 percent with round trips of a week or less.

Prominent economists warned over 20 years ago that the
process would lead to a low-growth, low-wage economy, and sug-
gested fairly simple measures that might prevent these conse-
quences. But the principal architects of the Washington consensus
preferred the predictable effects, including very high profits. These
elfects were augmented by the (short-term) sharp rise in oil prices
and the telecommunications revolution, both related to the huge
state sector of the U.S. economy, to which | will return.

The so-called “Communist” states were outside this global
system. By the 19705 China was being reintegrated into it. The
Saviet economy began to stagnate.in the 1960s, and the whole
rotten edifice collapsed twenty years later. The region is largely
returning to its earlier status. Sectors that were part of the West
are rejoining it, while most of the region is returning to its tra-
ditional service role, largely under the rule of former Communist
burcaucrats and other local associates of forcign enterprises, along
with criminal syndicates. The pattern is familiar in the third world,
as are the outcomes. In Russia alone, a UNICEF inquiry in 1993
estimated that a half-million extra deaths a year result from the
neoliberal “reforms,” which it generally supports. Russia’s social
policy chief recently estimated that 25 percent of the population
has fallen below subsistence levels, while the new rulers have
gained enormous wealth, again the familiar pattern of Western
dependencies.

Also familiar are the effects of the large-scale violence
undertaken to ensure the “welfare of the world capitalist system.”
A recent Jesuit conference in San Salvador pointed out that over
time, the “culture of terror domesticates the expectations of the
majority.” People may no longer even think about "alternatives dif-
ferent from those of the powerful " who describe the outcome as
a grand victory for freedom and democracy.
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These are some of the contours of the global order within
ch the Washington consensus has been forged.

‘The Novelty of Neoliberalism

Let us look more closely at the novelty of neoliberalism.
A good place to start is a recent publication of the Royal Institute
f International Affairs in London, with survey articles on major
issucs and policies One is devoted to the economics of develop-
ment. The author, Paul Krugman, is a prominent figure in the field
He makes five central points, which bear directly on our question.
3 First, knowledge about economic development is very lim-
fted. For the United States, for example, two-thirds of the rise in
per capita income is unexplained. Similarly, the Asian success sto-
fies have followed paths that surely do not conform to what “cur-
ent orthodoxy says are the key to growth,” Krugman points out.
He recommends “humility” in policy formation, and caution about
sweeping generalizations ”

. His second point is that conclusions with little basis are
const. tly put forth and provide the doctrinal support for policy:
the Washington consensus is a case in point.

d His third point is that the “conventional wisdom” is unsta-
ble, regularly shifting to something else, perhaps the opposite of
he latest phase—though its proponents are again full of confi-
dence as they impose the new orthodoxy.

His fourth point is that in retrospect, it is commonly
agreec that the economic development policies did not “serve their

X d goal” and were based on "bad ideas "

Lastly, Krugman remarks, it is usually “argued that bad

s flourish because they are in the interest of powerful groups

Without doubt that happens *

; That it happens has been a commonplace at least since

Adam Smith. And it happens with impressive consistency, even in
1e rich countries, though it is the third world that provides the

elest record.
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That is the heart of the matter. The “bad ideas” may not serve
the “expressed goals,” but they typically tum out 10 be very good ideas
for their principal architects, There have been many experiments
in economic development in the modern era, with regularities that
are hard to ignore. One is that the designers tend to do quite well,
though the subjects of the experiment often take a beating.

The first major experiment was carried out two hundred
years ago, when the British rulers in India instituted the “Perma-
nent Settlement,* which was going to do wondrous things, The
results were reviewed by an official commission forty years later,
which concluded that “the settlement fashioned with great care
and deliberation has unfortunately subjected the lower classes to
most grievous oppression,” leaving misery that “hardly finds a par-
allel in the history of commerce,” as “the bones of the cotton-
weavers are bleaching the plains of India.”

But the éxperiment can hardly be written off as a failure.

The British governor-general observed that “the ‘Permanent Set-
tlement,’ though a failure in many other respects and in most
important essentials, has this great advantage, at least, of having
created a vast body of rich landed proprictors deeply interested
in the continuance of the British Dominion and having complete
command over the mass of the people.” Another advantage was
that British investors gained enormous wealth. India also financed
40 percent of Britain's trade deficit while providing a protected mar-
ket for its manufacturing exports; contract laborers for British pos-
sessions, replacing earlier slave populations; and the opium that
was the staple of Britain's exports to China. The opium trade was
imposed on China by force, not the operations of the “free mar-
ket," just as the sacred principles of the market were overlooked
when opium was barred from England.

In brief, the first great experiment was & “bad idea” for the
subjects, but not for the designers and local elites associated with
them. This patter continues until the present: placing profit over
people. The consistency of the record is no less impressive than
the rhetoric hailing the latest showcase for democracy and capi-
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talism as an “economic miracle”—and what the rhetoric regularly
J conceals. Brazil, for example. In the highly praised history of the
) _?_..n:.nuauu:o: of Brazil that | mentioned, Gerald Haines writes
that from 1945 the United States used Brazil as a “testing area for
IR—...:. scientific methods of industrial development based
solidly on capitalism " The experiment was carried out with “the
‘best of intentions ” Foreign investors benefited, but planners “sin-
. believed” that the people of Brazil would benefit as well. |
need not describe how they benefited as Brazil became “the Latin
American darling of the international business community” under
military rule, in the words of the business press, while the World
ank reported that two-thirds of the population did not have
snough food for normal physical activity.
Writing in 1989, Haines describes “America’s Brazilian
“..,..... icies” as “enormously successful * “a real American success story.”
1989 was the “golden year” in the eyes of the business world, with
profits tripling over 1988, while industrial wages, already among
it in the world, declined another 20 percent; the LN Report
m H Development ranked Brazil next to Albania. When the dis-
st began to hit the wealthy as well, the “modemn scientific meth-
od of development based solidly on capitalism” (Haines) suddenly
came proofs of the evils of statism and socialism—another quick
ansition that takes place when needed.
« To appreciate the achievement, one must remember that
az I has long been recognized to be one of the richest countries
of 1k world, with enormous advantages, including half a century
of don inance and ttelage by the United States with benign intent,
Vhich ance again just happens to serve the profit of the few while
ing the majority of people in misery.
The most recent example is Mexico. It was highly praised
,.‘,...!._Un student of the rules of the Washington consensus and
Hered as a model for others—as wages collapsed, poverty
reased almost as fast as the number of billionaires, foreign cap-
d in (mostly speculative, or for exploitation of cheap labor
control by the brutal “democracy”). Also familiar is the
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collapse of the house of cards in December 1994. Today hall the
population cannot obtain minimum food requirements, while the
man who controls the corn market remains on the list of Mexico's
billionaires, one category in which the country ranks high.

Changes in global order have also made it possible to apply
a version of the Washington consensus at home. For most of the
LS. population, incomes have stagnated or declined for fifteen
years along with working conditions and job security, continuing
through economic recovery, an unprecedented phenomenon.
Inequality has reached levels unknown for seventy years, far
beyond other industrial countries. The Uniged States has the high-
est level of child poverty of any industrial socicty, followed by the
rest of the English-speaking world So the record continues
through the familiar list of third world maladies. Meanwhile the
business press cannot find adjectives exuberant enough to describe
the “dazzling” and “stupendous” profit growth, though admittedly
the rich face problems too: a headline in Basiness Week announces
“The Problem Now: What to Do with All That Cash,” as "surging
profits” are “overflowing the coffers of Corporate America,” and
dividends are booming.

Profits remain “spectacular” through the mid-1996 fig-
ures, with “remarkable” profit growth for the world's largest cor-
porations, though there is “one arca where global companies are
not expanding much: payrolls,” the leading business monthly adds
quictly. That exception includes companies that *had a terrific
year’ with "booming profits” while they cut workforces, shifted
to part-time workers with no benefits or security, and otherwise
behaved exactly as one would expect with “capital’s clear subju-
gation of labor for 15 years,” to borrow another phrase from the
business press

How Countries Develop
The historical record offers further lessons. In the eigh-
teenth century, the differences between the first and third worlds
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far less sharp than they are today. Two obvious questions
arisc:

1. Which countries developed, and which not?
2. Can we identify some operative factors?

. The answer to the first question is fairly clear. Ouiside of
Western Europe, two major regions developed: the United States
and Japan—that is, the two regions that escaped Furopean colo-
nization. Japan's colonies are another case, though Japan was a bru.
colonial power, it did not rob its colonies but developed them,
at about the same rate as Japan itself

What about Eastern Europe? In the fifteenth century,
Europe began to divide, the west developing and the east becom-
Ing its service area, the original third world. The divisions deep-
¢ ned into early in this century, when Russia extricated itself from
”, e system. Despite Stalin’s awesome atrocities and the terrible
¢ tion of the wars, the Soviet system did undergo significant
industrialization. It is the “second world," not part of the third
world—or was, until 1989,

3 We know from the internal record that into the 1960s,
Western leaders feared that Russia’s economic growth would inspire
“radical nationalism” clsewhere, and that others too might be
tken by the disease that infected Russia in 1917, when it became
lling “to complement the industrial economies of the West *
8 a prestigious study group described the problem of Communism
in 1955. The Western invasion of 1918 was therefore a defensive
action 1o protect “the welfare of the world capitalist system,” threat.
.. ed by social changes within the service areas And so it is
described in respected scholarship,

The cold war logic recalls the case of Grenada or
hrl:u:o_- though the scale was so different that the conflict took
on a life of its own. It is not surprising that with the victory of the
more powerful antagonist, traditional patterns are being restored,
Itshould also come as no surprise that the Pentagon budget remains
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at cold war levels and is now increasing, while @8_.:_..”‘4: “:.”.a.._
national policies have barely nruﬂ.&_&omu:_.oqqn mnns that helpus g
1 ies 0 o .
o .:ﬂﬂ”h”.un” .ﬂM _..u.:na:o.”_ of which countries developed,
at least ane conclusion seems Rumo:uv_x n_nu_.n gn_aoan“..”“.
been contingent on freedom from *experiments” based ..M:-ra_. s
ideas” that were very good ideas for the aﬂ.w.sn.a a R
laborators. That is no guarantec of success, but it does scem
isite for it
e u“ﬂnca.”: to the second question: How 4.& mﬁava*nnﬂn
those who escaped its control succeed in developing? _.MHMBH.
answer again seems clear: by radically violating -vv:“.&m.n s
ket doctrine. That conclusion holds from England to the .
growth area today, surely including the United States, the
i vqoﬁnmnnﬂh:ﬂ_ MMM::“”M:!J”Q recognizes that state 3823..
tion has played a central role in economic growth. w:.. its .anv_“n-» .._h
underestimated because of too narrow a focus. To mention on e
omission, the industrial revolution relied on ﬂrnu.v cotton, mai ;
from the C:.:na States. It was kept cheap and available not QM_“_.“
ket forces, but by elimination of the indigenous population an :
ery. There were of course other cotton producers. _._.9::-”.. 553:
them was India. s resources flowed o England, while its own
advanced textile industry was destroyed by British éo%nﬂ.niz :
force. Another case is Egypt, which took steps toward Soﬂ...,..n..“.r
at the same time as the United States but iu.. Eonkn__u i
force, on the quite explicit grounds that Britain (S—u:u Fbesen
independent development in that region. New Eng - ) n n_.nuenp
was able to follow the path of the 39_.2 country, :“HP i
British textibes by very high rariffs as Britain _S._ done to ot
out such measures, half of the emerging .nuz.m .2_.53. of ik’
land would have been uona_vﬁ_.-_ w..n”.“”!n —”M“Hui estimate,
_-ia.onu,”a n”ﬂa”:“«.u:“:”“_ea is the energy on which u&ﬁz—nﬁ_
industrial economies rely. The “golden age” of postwar develop-

ment relied on cheap and abundant oil, kept that way largely by
threat or use of force. So matters continue. A large part of the Pen-
tagon budget is devoted to keeping Middle East oil prices within
a range that the United States and its energy companies consider
“appropriate. | know of only one technical study of the topic: it con-
cludes that Pentagon expenditures amount to a subsidy of 30 per-
_cent of the market price of oil, demonstrating that “the current view
that fossil fuels are inexpensive is a complete fiction,"” the author
~concludes. Estimates of alleged efficiencies of trade, and concluy-
ons about economic health and growth, are of limited validity
{F we ignore many such hidden costs
A group of prominent Japanese economists recently pub-
lished a multivolume review of Japan's programs of economic devel-
“opment since World War Il They point out that Japan rejected the
neoliberal doctrines of their U S, advisers, choosing instead a form
of industrial policy that assigned a predominant role to the state, Mar-
ket mechanisms were gradually introduced by the state bureaucracy
industrial-financial conglomerates as prospects for commercial
uccess increased. The rejection of orthodox economic precepts was
icondition for the “lapanese miracle,” the economists conclude. The
, cess is impressive. With virtually no resource base, Japan became
he worlds biggest manufacturing economy by the 1990s and the
worlds leading source of foreign investment, also accounting for half
e world's net savings and financing U.S. deficits.
As for Japan’s former colonies, the major scholarly study
of the LS. Aid mission in Taiwan found that U S advisers and
Minese planners disregarded the principles of "Anglo-American
fonomics” and developed a “state-centered strategy,” relying on
M active participation of the government in the economic activ-
% of the island through deliberate plans and its supervision of
ir execution.” Meanwhile US. officials were “advertising Tai-
@5 2 private enterprise success story.”
In South Korea the “entrepreneurial state” functions dif-
atly, but with no less of a guiding hand. Right now South
€3’ entry into the Organization for Economic Cooperation and

M
R
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Development (OECD), the rich men's club, s being delayed
because of its unwillingness to rely on market-oriented policies,
such as allowing takeovers by foreign companies and free move-
ment of capital, much like its Japanese mentor, which did not per-
mit capital export until its economy was well established.

In a recent issue of the World Bank Research Observer (August
1996), the chair of Clinton's Council of Economic Advisors, loseph
Stiglitz, draws “lessons from the East Asian Miracle,” among them
that "government took major responsibility for the promotion of
economic growth,” abandoning the “religion™ that markets know
best and intervening to enhance technology transfer, relative equal-
ity, education, and health, along with industrial planning and coor-
dination, The LN Human Development Report 1996 stresses the vital
importance of government policies in “spreading skills and meet.
ing basic social needs” as a “springboard for sustained economic
growth.” Neolibgral doctrines, whatever one thinks of them, under-
mine education and health, increase inequality, and reduce labor's
share in income; that much is not seriously in doubt.

A year later, after Asian economies were struck a severe
blow by financial ¢rises and market failures, Stiglitz—now chief
economist of the World Bank—reiterated his conclusions (Keynote
Address, updated, Anmmal World Bawk Conference on Depelopment Economics
1997, World Bank 1998, Wider Annual Lectures 2, 1998). “The cur-
rent crisis in East Asia is not a refutation of the East Asian mira.
cle,” he wrote. “The basic facts remain: no other region in the world
has ever had income rise so dramatically and seen so many people
move out of paverty in such a short time.” The “amazing achicve-
ments” are highlighted by the tenfold growth of per capita income
in South Korea in three decades, an unprecedented success, with
“heavy doses of government involvement” in violation of the Wash-
ington consensus, but in accord with economic development in the
US. and Europe, he correctly adds. “Far from a refutation of the
East Asian miracle,” he concluded, the “serious financial turmoil®
in Asia "may, in part, be the result of departing from the strategies
that have served these countries so well, including well-regulated
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financial markets"—an abandonment of successful strategies in
response to Western pressures, in no small measure. Other spe-
nuzus have expressed similar views, often more forcefully.
The comparison of East Asia and Latin America is strik-
ing- Latin America has the world's worst record for inequality, East
Asia among the best. The same holds for education, health, and
pcial welfare generally. Imports to Latin America are heavily
. g toward consumption for the rich; in East Asia, toward pro-
sctive investment. Capital flight from Latin America has
appro hed the scale of the crushing debt; in East Asia it had been
tightly controlled until very recently. In Latin America, the
y are generally exempt from social obligations, including
- The problem of Latin America is not “populism,” Brazilian
e omist Bresser Pereira paints out, but “subjection of the state
a.n rich.” East Asia differs sharply.
Latin American economies have also been more open to
gn investment. Since the 1950s, foreign multinationals have
rolled far larger shares of industrial production” in Latin Amer-
nru: in the East Asian success stories, the LIN analysts of trade
uoen_ov:_n:. (UNCTAD) report. Even the World Bank con-
s that the foreign investment and privatization it hails “has
d to substitute for other capital flows” in Latin America, trans-
g control and sending profits abroad. The bank also recog-
n_..h. prices in Japan, Korea, and Taiwan deviated more from
m. ket prices than those of India, Brazil, Mexico, Venezuela, and
er alleged interventionists, while the most interventionist and
ing government of all, China, is the Bank’s favorite and
astest growing borrower. And studies of the World Bank on the
tssons of Chile have avoided the fact that nationalized copper
% are a major source of Chile's export revenues, to mention only
om many examples.
: It scems that openness to the international economy has
farmied a significant cost for Latin America, along with its failure
. ..... ntrol capital and the rich, not just labor and the poor, Of
sourse, sectors of the population benefit, as in the colonial era. The

4
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fact that they are as dedicated to the doctrines of the “religion” as
foreign investors should come as no surpnse.

The role of state management and initiative in the suc-
cesstul economies should be a familiar story. A related question is
how the third world became what it is today. The issue is discussed
by the eminent economic historian Paul Bairoch. In an important
recent study he points out that “there 1s no doubt that the third
world's compulsory economic liberalism in the nineteenth century
is a major element in explaining the delay in its industrialization”
and in the very revealing case of India, the “process of de-indus-
trialization” that converted the industrial workshop and trading cen-
ter of the world to a deeply impoverished agricultural society,
suffering a sharp decline in real wages, food consumption, and avail-
ability of other simple commodities. “India was only the first major
casualty in a very long list," Bairoch observes, including “even polit-
ically independent third world countries [ that | were forced to open
their markets to Western products * Meanwhile Western societies
protected themselves from market discipline, and developed

Varieties of Neoliberal Doctrine
That brings us to another important feature of modemn his-
tory. Free market doctrine comes in two varicties. The first is the
official doctrine imposed on the defenseless. The second is what
we might call “really existing free market doctrine™: market disci-
pline is good for you, but not for me, except for temporary advan-
tage It is “really existing doctrine” that has reigned since the
seventeenth century, when Britain emerged as Europes most
advanced developmental state, with radical increases in taxation
and efficient public administration to organize the fiscal and mil-
itary activities of the state, which became “the largest single actor
in the economy” and its global expansion, according to British his-
torian John Brewer.
Britatn did finally turn to liberal internationalism—in
1846, after 150 years of protectionism, violence, and state power
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hac placed it far ahead of any competitor. But the turn to the mar-
ket had significant reservations. Forty percent of British textiles
_gontinued 1o go to colonized India, and much the same was true
of British exports generally. British steel was kept from ULS. mar-
gets by very high tariffs that enabled the United States to develop
its own steel industry. But India and other colonies were still avail-
able, and remained so when British steel was priced out of inter-
S national markets. India is an instructive case; it produced as much
iron as all of Europe in the late cighteenth century, and British
e i were studying more advanced Indian steel manufac-
turing techniques in 1820 to try to close “the technological gap "
B was producing locomotives at competitive levels when
the railway boom began. But really existing free market doctrine
destroyed these sectors of Indian industry just as it had destroyed
text les, shipbuilding, and other industries that were advanced by
the standards of the day. The United States and Japan, in con-
trast, had escaped European control, and could adopt Britain's
model of market interference.
3 When Japanese competition proved to be too much to
handle. England simply called off the game: the empire was effec-
{ ive closed to Japanese exports, part of the background of Warld
r Il. Indian manufacturers asked for protection at the same
: against England, not Japan. No such luck, under really
u.“.,,... g free market doctrine
' With the abandonment of its restricted version of laissez-
pire in the 1930s, the British government turned to more direct
” tion into the domestic economy as well. Within a few years
Dachine tool output increased five umes, along with a boom in
ot emicals, steel, acrospace, and a host of new industries, “an unsung
ew wave of industrial revolution,” economic analyst Will Hutton
vrites. State-controlled industry enabled Britain to outproduce
during the war, even to narrow the gap with the US,,
_ was then undergoing its own dramatic economic expansion
$ corporate managers took over the state-coordinated wartime

St
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A century after England turned to a form of liberal inter-
nationalism, the United States followed the same course. After 150
years of protectionism and violence, the United States had become
by far the richest and most powerful country in the world and, like
England before it, came to perceive the merits of a “level playing
field," on which it could expect to crush any competitor. But like
England, the United States had crucial reservations.

One was that Washington used its power to bar indepen-
dent development elsewhere, as England had done. In Latin Amer-
ica, Egypt, South Asia, and elsewhere, development was to be
‘complementary,” not “competitive.” There was also large-scale
interference with trade. For example, Marshall Plan aid was tied
to purchase of U.S. agricultural products, part of the reason why
the US. share in world trade in grains increased from less than 10
percent before the war to more than half by 1950, while Argen-
tine exports reduced by two-thirds. U.S. Food for Peace aid was
also used both to Ssubsidize U S, agribusiness and shipping and to
undercut foreign producers, among other measures to prevent inde-
pendent development. The virtual destruction of Colombia's wheat
growing by such means is one of the factors in the growth of the
drug industry, which has been further accelerated throughout the
Andean region by the neoliberal policies of the past few years.
Kenya's textile industry collapsed in 1994 when the Clinton
Administration imposed a quota, barring the path to development
that has been followed by every industrial country, while "African
reformers” are wamned that they must make more progress in

improving the conditions for business operations and “sealing in
free-market reforms” with trade and investment policies that meet
the requirements of Western investors.

These are only scattered illustrations,

The most important departures from free market doctrine,
however, lie elsewhere. One fundamental component of free trade
theory is that public subsidies are not allowed. But after World War
1, IS, business leaders expected that the economy would head right
back to depression without state intervention. They also insisted that
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dvanced industry—specitically aircraft, though the conclusion was
more general—'cannot satisfactorily exist in a pure, competitive,
unsub idized, 'free enterprise’ economy” and that “the government
is only possible savior.” | am quoting the major business press,
ch also recognized that the Pentagon system would be the best
to transfer costs to the public. They understood that social
spending could play the same stimulative role, but it is not a direct
subsidy to the corporate sector, it has democratizing effects, and it
is redistributive. Military spending has none of these defects.
1N It is also easy to sell. President Truman's Air Force Secre-
tary put the matter simply: we should not use the word “subsidy,”
he said, the word we should use is "security.” He made sure that
the military budget would ‘meet the requirements of the aircraft
stry,” as he put it. One consequence is that civilian aircraft is
oV the country’s leading export, and the huge travel and tourism
sdustry, aircraft-based, is the source of major protits.
Thus it was quite appropriate for Clinton to choose Boe-
ng “a model for companies across America” as he preached his
new vision” of the free market future at the Asia-Pacific Summit
p 1993, to much acclaim. A fine example of really existing mar-
iets, civilian aircraft production is now mostly in the hands of two
itms, Boeing-McDonald and Airbus, each of which owes its exis.
nce and success to large-scale public subsidy. The same pattern
¢ in computers and electronics generally, automation,
w_..._ echnology, communications, in fact just about every dynamic
ctor of the economy.
- There was no need to explain the doctrines of “really exist-
18 free market capitalism” to the Reagan Administration. They were
aste of the art, extolling the glories of the market to the poor
g.g proudly to the business world that Reagan had
ranted more import relief to US. industry than any of his pre-
Xessors in more than half a century”—which is far too modest,
, !5832_ all predecessors combined, as they “presided over
ratest swing toward protectionism since the 1930s," Foreign
o /s commented in a review of the decade. Without these and
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other extreme measures of market interference, it is doubtful that
the steel, automotive, machine tool, or semiconductor industries
would have survived lapanese competition, or been able to forge
ahead in emerging technologies, with broad effects through the
economy. That experience illustrates once again that “the conven-
tional wisdom” is “full of holes,” another review of the Reagan record
in Fortign Affairs points out. But the conventional wisdom retains its
virtues as an ideological weapon to discipline the defenseless.

The United States and Japan have both just announced
major new programs for government funding of advanced tech-
nology (aircraft and semiconductors, Ra.vnn:ﬁ_t to sustain the
private industrial sector by public subsidy.

To illustrate “really existing free market theory” with a dif-
ferent measure, an extensive study of transnational corporations
(TNCs) by Winfried Ruigrock and Rob van Tulder found that “vir-
tually all of the world’s largest core firms have experienced a deci-
sive influence from government policies and/or trade barriers on
their strategy and competitive position,” and “at least twenty com-
panies in the 1993 Fortune 100 would not have survived at all as
independent companies, if they had not been saved by their respec-
tive governments,” by socializing losses or by simple state takcover
when they were in trouble. One is the leading employer in Gin-
grich’s deeply conservative district, Lockheed, saved from collapse
by huge government loan guarantees. The same study points out
that government intervention, which has “been the rule rather than
the exception aver the past two centurics... has played a key role
in the development and diffusion of many product and process inno-
vations—particularly in aerospace, electronics, modern agriculture,
materials technologies, energy, and transportation technology,” as
well as telecommunications and information technologies generally
(the Internet and World Wide Web are striking recent examples),
and in carlier days, textiles and steel, and of course, energy. Cov-
ernment policies "have been an overwhelming force in shaping the
strategies and competitiveness of the world's largest firms " Other

technical studies confirm these conclusions.
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There is much more to say about these matters, but one con-
clusion seems fairly clear: the approved doctrines are crafted and
_employed for reasons of power and profit. Contemporary “experi-
ments’ follow a familiar pattern when they take the form of “social-
“ism for the rich” within a system of global corporate mercantilism
in which “trade” consists in substantial measure of centrally man-
aged transactions within single firms, huge institutions linked to their
pmpetitors by strategic alliances, all of them tyrannical in internal
structure, designed to undermine democratic decision making and
to saleguard the masters from market discipline. It is the poor and
defenseless who are to be instructed in these stern doctrines.
. We might also ask just how “global” the economy really
is, and how much it might be subject to popular democratic con-
rol. In terms of trade, financial flows, and other measures, the
gconomy is not more global than early in this century. Further-
more, TNCs rely heavily on public subsidies and domestic mar-
kets, and their international transactions, including those
slabeled trade, are largely within Europe, Japan, and the United
States, where political measures are available without fear of mil-
tary coups and the like. There is a great deal that is new and sig-
J ficant, but the belief that things are “out of control” is not very
redible, even if we keep to existing mechanisms.
. Is it a law of nature that we must keep to these? Not if we
ike seriously the doctrines of classical liberalism. Adam Smith's praise
of division of labor is well known, but not his denunciation of its inhu-
fan effects, which will tum working people into objects “as stupid
,. Ignorant as it is possible for a human creature to be,” something
at must be prevented “in every improved and civilized society” by
‘ nt action to overcome the destructive force of the “invis-
e hand " Also not well advertised is Smith's belief that government
gulation in favour of the workmen is always just and equitable,”
ough not “when in favour of the masters * Or his call for equality
ome, which was at the heart of his argument for free markets.
. Other leading contributors to the classical liberal canon
0 much further Wilhelm von Humboldt condemned wage labor
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itsell: when the laborer works under external control, he wrote,
‘we may admire what he does, but we despise what he is." “The
art advances, the artisan recedes,” Alexis de Tocqueville observed
Also a great figure of the liberal pantheon, Tocqueville agreed with
Smith and Jefferson that equality of outcome is an important fea-
ture of a free and just society. One hundred and SiXty years ago,
he warned of the dangers of a “permanent inequality of conditions”
and an end to democracy if “the manufacturing aristocracy which
is growing up under our eyes” in the United States, “one of the
harshest that has ever existed in the world,” should escape its con-
fines—as it later did, beyond his worst nightmares.

I am only barely touching on intricate and fascinating
issues, which suggest, | think, that leading principles of classical
liberalism receive their natural modern expression not in the
neoliberal “religion” but in the independent movements of work-
ing people and the ideas and practices of the libertarian socialist
movements, at times articulated also by such major figures of twen-
tieth-century thought as Bertrand Russell and John Dewey.

One has to evaluate with caution the doctrines that dom-
inate intellectual discourse, with careful attention to the argument,
the facts, and the lessons of past and present history. It makes lit-
tle sense to ask what is “right” for particular countries as if these
are entities with common interests and values. And what may be
right for people in the United States, with their unparalleled advan-
tages, could well be wrong for others who have a much narrower
scope of choices. We can, however, reasonably anticipate that what
is right for the people of the world will only by the remotest acci-
dent conform to the plans of the “principal architects” of policy.
And there is no more reason now than there ever has been 1o per-
mit them to shape the future in their own interests.

A version of this article was originally published in South America
in Spanish and Portuguese translations, 1996
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cluded that government is founded on control of opinion, a prin-
ciple that “extends to the most despotic and most military govern-
ments, as well as to the most free and most popular.”

Hume surely underestimated the effectiveness of brute
force. A more accurate version is that the more “free and popular®
a government, the more it becomes necessary to rely on control
of opinion to ensure submission to the rulers.

That people must submit is taken for granted pretty much
across the spectrum. In a democracy, the governed have the right
to consent, but nothing more than that. In the terminology of mod-
ern progressive thought, the population may be “spectators,” but not
“participants,” apart from occasional choices among leaders repre-
senting authentic power. That is the political arena. The general pop-
ulation must be excluded entirely from the economic arena, where
what happens in the society is largely determined. Here the public
is to have no rolg, according to prevailing democratic theory.

These assumptions have been challenged throughout his-
tory, but the issues have taken on particular force since the first
modern democratic upsurge in seventeenth century England. The
turmoil of the time is often depicted as a conflict between King
and Parliament, but as is often true, a good part of the popalation
did not want to be governed by either of the contestants for power
but “by countrymen like ourselves, that know our wants,” so their
pamphlets declared, not by “knights and gentlemen” who do not
“know the people’s sores” and will "but oppress us.”

Such ideas greatly distressed “the men of best quality,” as
they called themselves: the “responsible men,” in modern termi-
nology. They were prepared to grant the people rights, but within
limits, and on the principle that by “the people” we do not mean
the confused and ignorant rabble. But how is that fundamental prin-
ciple of social life to be reconciled with the doctrine of “consent
of the governed,” which was not so easy to suppress by then? A
solution to the problem was proposed by Hume's contemporary
Frances Hutcheson, a distinguished moral philosopher. He argued
that the principle of “consent of the governed” is not violated when
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he rulers impose plans that are rejected by the public, if later on
*stupid” and “prejudiced” masses “will heartily consent” to what
“we have done in their name. We can adopt the principle of “con.
~sent without consent,” the term used later by sociologist Franklin
Henry Giddings,
Hutcheson was concerned with control of the rabble at
“home; Giddings, with enforcing order abroad. He was writing
“gbout the Philippines, which the U.S. army was liberating at the
time, while also liberating several hundred thousand souls from
life’s sorrows—or, as the press put it, “slaughtering the natives in
English fashion” so that "the misguided creatures” who resist us will
at least "respect our arms” and later come to recognize that we wish
m “liberty” and “happiness.” To explain all of this in properly
-un& tones, Giddings devised his concept of “consent without
..J wsent’: “If in later years, [the conquered people] see and admit
z.a disputed relation was for the highest interest, it may be
peasonably held that authority has been imposed with the consent
of the governed,” as when a parent prevents a child from running
nto a busy street.
..  These explanations capture the real meaning of the doc.
inne of “consent of the governed.” The people must submit to their
s, and 1t is enough if they give consent without consent,
Fithin a tyrannical state or in foreign domains, force can be used.
/hen the resources of violence are limited, the consent of the gov-
med must be obtained by the devices called "manufacture of con-
ent” by progressive and liberal opinion.
The enormous public relations industry, from its origins
aly in -Iu century, has been dedicated to the “control of the pub-
e mind," as business leaders described the task. And they acted
he: !o:._m surely one of the central themes of modern his-
.ﬂ-n fact that the public relations industry has its roots and
centers in the country that is “most free” is exactly what we
ould expect, with a proper understanding of Hume's maxim.
~ Afew years after Hume and Hutcheson wrote, the prob-
~caused by the rabble in England spread to the rebelling
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colonies of North America. The founding fathers repeated the sen-
timents of the British “men of best quality” in almost the same
words. As one put it: "When | mention the public, | mean to include
only the rational part of it. The ignorant and vulgar are as unfit
to judge of the modes [of government), as they are unable to man.
age [its] reins * The people are a “great beast” that must be tamed,
his colleague Alexander Hamilton declared. Rebellious and inde-
pendent farmers had to be taught, sometimes by force, that the
ideals of the revolutionary pamphlets were not to be taken too seri-
ously. The common people were not to be represented by coun-
trymen like themselves, who know the people’s sores, but by
gentry, merchants, lawyers, and other “responsible men® who could
be trusted to defend privilege.

The reigning doctrine was expressed clearly by the Pres-
ident of the Continental Congress-and first Chief Justice of the
Supreme Court, [ohn Jay: “The people who own the country ought
to govern it.” One issue remained to be settled: Who owns the
country? The question was answered by the rise of private cor-
porations and the structures devised to protect and support them,
though it remains a difficult task to compel the public to keep to
the spectator role.

The United States is surely the most important case to
study if we hope to understand the world of today and tomorrow.
One reason is its incomparable power. Another is its stable demo-
cratic institutions. Furthermore, the United States was as close to
a tabula rasa as one can find. America can be “as happy as she
pleases,” Thomas Paine remarked in 1776: “she has a blank sheet
to write upon.” The indigenous societies were largely eliminated.
The U.S. also has little residue of carlier European structures, one
reason for the relative weakness of the social contract and of sup-
port systems, which often had their roots in precapitalist institu-
tions. And to an unusual extent, the sociopolitical order was
consciously designed. In studying history, one cannot construct
experiments, but the United States is as close to the “ideal case”
of state capitalist democracy as can be found.
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The main designer, furthermore, was an astute political
thinker: James Madison, whose views largely prevailed. In the
ehates on the Constitution, Madison pointed out that if elections
maw_u:n were open to all classes of people. the property of
, ded proprictors would be insecure. An agrarian law would soon
take place,” giving land to the landless. The Constitutional sys-
tem must be designed to prevent such injustice and “secure the per-
nent interests of the country,” which are property rights.
, Among Madisonian scholars, there is a consensus that “the
pnstitution was intrinsically an anistocratic document designed
o check the democratic tendencies of the period,” delivering
er 1o a “better sort” of people and excluding those who were
~ inr well born, or prominent from exercising political power
_.. ance Banring). The primary responsibility of government is “to
srotect the minority of the opulent against the majority,” Madi-
on declared. That has been the guiding principle of the democ-
..4. system from its onigins until today.
In public discussion, Madison spoke of the rights of
minorities in general, but it is quite clear that he had a particular
,. ority in mind: “the minority of the opulent.” Modern political
stresses Madison's belief that “in a just and a free govern-
.—.n rights both of property and of persons ought to be effec-
ly guarded.” But in this case too it is useful to look at the
petrine more carefully. There are no rights of property, only rights
: moperty: that is, rights of persons with property. Perhaps | have
right to my car, but my car has no rights. The right to property
 differs from others in that one person’s possession of prop-
gnn another of that right. if | own my car, you do not;
n a just and {ree society, my freedom of speech would not limit
., ars. The Madisonian principle, then, 1s that government must
iard the rights of persons generally, but must provide special and
Mitio al guarantees for the rights of one class of persons, prop-
~ Madison foresaw that the threat of democracy was likely
Ecome more severe over time because of the increase in “the
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proportion of those who will labor under all the hardships of life,
and secretly sigh for a more equal distribution of its blessings.” They
might gain influence, Madison feared. He was concerned by the
“symptoms of a leveling spirit” that had already appeared, and
warmned “of the future danger” if the right to vote would place "power
over property in hands without a share in it.” Those "without prop-
erty, or the hope of acquiring it, cannot be expected to sympathize
sufficiently with its rights,” Madison explained. His solution was
to keep political power in the hands of those who “come from and
represent the wealth of the nation,” the “more capable set of men*
with the general public fragmented and disorganized.

The problem of a “leveling spint” also arises abroad, of
course. We learn a lot about “really existing democratic theory”
by seeing how this problem is perceived, particularly in secret
internal documents, where leaders can be more frank and open.

Take the important example of Brazil, the “colossus of the
South.” On a visit in 1960, President Eisenhower assured Brazil-
ians that “our socially conscious private-enterprise system bene-
tits all the people, owners and workers alike. . In freedom the
Brazilian worker is happily demonstrating the joys of life under a
demaocratic system.” The ambassador added that ULS. influence had
broken “down the old order in South America” by bringing to it
“such revolutionary ideas as free compulsory education, equality
before the law, a relatively classless society, a responsible demo-
cratic system of government, free competitive enterpnise, [and) a
fabulous standard of living for the masses.”

But Brazilians reacted harshly to the good news brought
by their northern tutors. Latin American elites are “like children,”
Secretary of State John Foster Dulles informed the National Secu-
nity Council, “with practically no capacity for self-government.”
Worse still, the United States is "hopelessly far behind the Sovi-
ets in developing controls over the minds and emotions of unso-
phisticated peoples.” Dulles and Eisenhower expressed their
concern over the Communist “ability to get control of mass move-
ments,” an ability that "we have no capacity to duplicate”. “The
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sor people are the ones they appeal to and they have always
anted to plunder the rich”
In other words, we find it hard to induce people to accept
.—onn._:n that the rich should plunder the poor, a public rela-
ns problem that had not yet been solved.
The Kennedy Administration faced the problem by shift-
a:&.o: of the Latin American military from “hemispheric
to “internal security,” a decision with fateful consequences,
g t:r the brutal and murderous military coup in Brazil.
‘a-:g had been seen by Washington as an “island of san-
¢ in Brazil, and the coup was welcomed by Kennedy's ambas-
dor, Lincoln Gordon, as a “democratic rebellion,” indeed “the
le most decisive victory of freedom in the mid-twentieth cen-
ry" A former Harvard University economist, Gordon added that
s “victory of freedom"—that is, the violent overthrow of par-
entary democracy—should “create a greatly improved climate
p te investments,” giving some further insight into the oper-
s meaning of the terms freedom and democracy.
Two years later Defense Secretary Robert McNamara
med his associates that “U.S. policies toward the Latin Amer-
3 .Eg have, on the whole, been effective in attaining the
“_.,” set for them.* These policies had improved “internal secu-
ty capabilities” and established “predominant U.S. military influ-
ce ...-._8 Latin American military understand their tasks and are
ped to pursue them, thanks to Kennedy's programs of mil-
l&u:u training. These tasks include the overthrow of civil-
governments “whenever, in the judgment of the military, .rn
duct of these leaders is injurious to the welfare of the nation.”
_ actions by the military are necessary in “the Latin Amen-
n cultural environment,” the Kennedy intellectuals explained.
d we can be confident that they will be carnied out properly,
" the military have gained an “understanding of, and ori-
Btation toward, LS. objectives " That assures a proper outcome
the “revolutionary struggle for power among major groups
v constitute the present class structure” in Latin America, an
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outcome that will protect “private ULS, investment” and trade, the
"economic root” that is at the heart of “LLS. political interest in
Latin America”

These are secret documents; in this case, of Kennedy lib.
eralism. Public discourse is naturally quite different. If we keep 10
it, we will understand little about the true meaning of “democracy,”
or about the global order of the past vears, and the future as well
since the same hands hold the reins

The more serious scholarship is clear about the basic facts.
The National Security States installed and backed by the United
States are discussed in an important book by Lars Schoultz, one
of the leading Latin American scholars. Their goal, in his words,
was “to destroy permanently a perceived threat to the existing
structure of socioeconomic privilege by eliminating the political
participation of the numerical majority,” Hamilton's “great beast
The goal is basjcally the same in the home society, though the
means are different.

The pattern continues today. The champion human rnights
violator in the hemisphere 1s Colombia, also the leading recipient
of LS. military aid and training in recent years, The pretext is the
“drug war,” but that is "a myth," as regularly reported by major
human rights groups, the church, and other who have investigated
the shocking recard of atrocities and the close links between the
narcotraffickers, landowners, the military, and their paramilitary
associates, State terror has devastated popular organizations and
virtually destroyed the one independent political party by assas-
sination of thousands of activists, including presidential candidates,
mayors, and others. Nonetheless Colombia is hailed as a stable
democracy, revealing again what is meant by "democracy

A particularly instructive example is the reaction 10
Casatemala’s first experiment with democracy. In this case the secret
record is partially available, so we know a good deal about the
thinking that guided policy. In 1952 the CIA wamed that the “rad-
ical and nationalist policies” of the government had gained “the
support or acquiescence of almost all Guatemalans.” The govern-
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sent was ‘'mobilizing the hitherto politically inert peasantry” and
creating “mass support for the present regime” by means of labor
zation, agrarian reform, and other policies “identified with
je revolution of 1944, which had aroused “a strong national
yovement to free Guatemala from the military dictatorship, social
s, and ‘economic colonialism’ which had been the pat-
m of the past” The policies of the democratic government
v d the loyalty and conformed to the self-interest of most
itically conscious Guatemalans.” State Department intelligence
d that the democratic leadership “insisted upon the main-
c of an open political system,” thus allowing Communists
) "exp nd their operations and appeal effectively to various sec-
ors of the population ” These deficiencies of democracy were
ared by the military coup of 1954 and the reign of terror since,
ways with large-scale U.S. support.

The problem of securing “consent” has also arisen with
sternational institutions. At first, the United Nations was a reli-
sle instrument of LLS. policy, and was greatly admired. But decol-
fization brought about what came to be called “the tyranny of
e majority.” From the 1960s Washington took the lead in veto-
g Security Council resolutions (with Britain second, and France
distant third), and voting alone or with a few client states against
Assembly resolutions. The UN fell into disfavor, and sober
licles began to appear asking why the world was “opposing the
ited States”; that the United States might be opposing the world
i thought too bizarre to be entertained. ULS. relations with the
orld Court and other international institutions have undergone
nilar evolution, to which we return,

My comments on the Madisonian roots of the prevailing
Incepts of democracy were unfair in an important respect. Like
am Smith and other founders of classical liberalism, Madison
i precapitalist, and anticapitalist in spirit. He expected that the
..q s would be “enlightened Statesmen” and "benevolent philoso-
ers,” “whose wisdom may best discern the true interests of their
untry." They would “refine” and “enlarge’ the "public views"
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guarding the true interests of the country against the “mischiets’
of democratic majorities, but with enlightenment and benevolence.
Madison soon learned differently, as the "opulent minor-
ity" proceeded to use their newfound power much as Adam Smith
had predicted a few years carlier. They were intent on pursuing
what Smith called the “vile maxim" of the masters. “All for our-
selves, and nothing for other people” By 1792 Madison warned
that the rising developmental capitalist state was “substituting the
motive of private interest in place of public duty,” leading to "a real
domination of the few under an apparent liberty of the many.” He
deplored “the daring depravity of the times,” as private powers
*become the pretorian band of the government—at once its wools
and its tyrant; bribed by its largesses, and overawing it by clam-
ors and combinations.” They cast over society the shadow that we
call “politics,” as John Dewey later commented. One of the major
twentieth cenwry philosophers and a leading figure of North
American liberalism, Dewey emphasized that democracy has lit-
tle content when big business rules the life of the country through
its control of “the means of production, exchange, publicity, trans-
portation and communication, reinforced by command of the
press, press agents and other means of publicity and propaganda.”
He held further that in a free and democratic socicty, workers must
be “the masters of their own industrial fate,” not tools rented by
employers, ideas that can be traced back to classical liberalism and
the Enlightenment, and have constantly reappeared in popular
struggle in the United States as elsewhere.

There have been many changes in the past 200 years, but
Madison's words of warning have only become mare appropriate,
taking new meaning with the establishment of great private tyran-
nies that were granted extraordinary powers early in this century,
primarily by the courts. The theories devised to justify these “col-
lectivist legal entities,” as they are sometimes called by legal histo-
rians, are based on ideas that also underlie fascism and Bolshevism:
that organic entities have rights over and above those of vnaosu
They receive ample “largesses” from the states they largely domi-
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pate, remaining both “tools and tyrants,” in Madison’s phrase. And
4 have gained substantial control over the domestic and inter-
ional economy as well as the informational and doctrinal systems,
‘bringing to mind another of Madison's concerns: that “a popular
pvernment, without popular information, or the means of acquir-
“ing it, is but a Prologue to a Farce or a Tragedy, or perhaps both
Let's now look at the doctrines that have been crafted to
the modern forms of political democracy. They are
© d quite accurately in an important manual of the public
relations industry by one of its leading figures, Edward Bernays.
. opens by observing that “the conscious and intelligent manip-
ulation of the organized habits and opinions of the masses is an
in nt element in democratic society.” To carry out this essen-
Hal task, “the intelligent minorities must make use of propaganda
ontinuously and systematically,” because they alone “understand
e mental processes and social patterns of the masses” and can
wll the wires which control the public mind." Therefore, our
: has consented to permit free competition ta be organized
hip and propaganda,” another case of "consent without
t." Propaganda provides the leadership with a mechanism
» mold the mind of the masses” so that “they will throw their
wly gained strength in the desired direction.” The leadership can
R t the public mind every bit as much as an army regiments
| of its soldiers.” This process of “engineering consent”
the very “essence of the democratic process,” Bernays wrote
irtly before he was honored for his contributions by the Amer-
n Psychological Association in 1949
The importance of “controlling the public mind" has been
bognized with increasing clarity as popular struggles succeeded
tending the modalities of democracy, thus giving rise to what
al elites call “the crisis of democracy” as when normally pas-
ind apathetic populations become organized and seck to enter
dlitical arena to pursue their interests and demands, threat-
 stability and order. As Bernays explained the problem, with
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*universal suffrage and universal «hooling. ..at last even the bour-
geoisie stood in fear of the common people. For the masses
promised to become king,” a tendency fortunately reversed—so
it has been hoped—as new methods “to mold the mind of the
masses” were devised and implemented.

A good New Deal liberal, Bernays had developed his skills
in Woodrow Wilson's Committee on Public Information, the first
LIS state propaganda agency. "It was the astounding success of
propaganda during the war that opened the eyes of the intelligent
few in all departments of life to the possibilities of regimenting
the public mind," Bernays explained in his public relations man-
ual. entitled “Propaganda” The intelligent few were perhaps
unaware that their "astounding success” relied in no small part on
propaganda fabrications about Hun atrocities provided to them by
the British Ministry of Information, which secretly defined its task
as “to direct the'thought of most of the world.”

Al of this is good Wilsonian doctrine, known as “Wilson-
ian idealism” in political theory. Wilson's own view was that an elite
of gentlemen with “elevated ideals” is needed to preserve “stabil-
ity and righteousness.” It is the intelligent minority of “responsi-
ble men” who must control decision making, another veteran of
Wilson's propaganda committec, Walter Lippmann, explained in
his influential essays on democracy. Lippmann was also the most
respected figure in US. journalism and a noted commentator on
public affairs for half a century. The intelligent minority are a “spe-
cialized class” who are responsible for setting policy and for “the

formation of a sound public opinion,” Lippmann elaborated. They
must be free from interference by the general public, who are “igno-
rant and meddlesome outsiders.” The public must “be put in its
place,” Lippmann continued: their “function” is to be “spectators
of action,” not participants, apart from periodic electoral exercises
when they choose among the specialized class Leaders must be
free to operate in “technocratic insulation,” to borrow current
Waorld Bank terminology.
In the Encyclopaedia of the Social Sciences, Harold Lasswell, on¢
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of the founders of modem political science, warned that the intel-
gent few must recognize the “ignorance and stupidity of the

sses’ and not succumb to “democratic dogmatisms about men
eing the best judges of their own interests.” They are not the best

!

jdges; we arc. The masses must be controlled for their own good,
d in more democratic societies, where force is unavailable, social
anage must turn to “a whole new technique of control, largely
rough propaganda’

Note that this is good Leninist doctrine. The similarity
tween progressive democratic theory and Marxism-Leninism is
gher striking, something that Bakunin had predicted long before.
- With a proper understanding of the concept of “consent,”
can see that implementation of the business agenda over the
jections of the general public is “with the consent of the gov-
e« ¥ a form of “consent without consent.” That is a fair descrip-
n o  what has been happening in the United States. There is
2 2 gap between public preferences and public policy. In recent
s the gap has become substantial. A comparison sheds further
it on the functioning of the democratic system.

o More than B0 percent of the public think that the gov-
men! is "run for the benefit of the few and the special inter-
not the people,” up from about 50 percent in earlier years.
‘ . percent belicve that the economic system is “inherently
r’ and that working people have too little say in what goes
country. More than 70 percent feel that “business has
d too much power over too many aspects of American life.”
e 20 to 1, the public believe that corporations “should
times sacrifice some profit for the sake of making things bet-
thei workers and communities.”

Public attitudes remain stubbornly social democratic in
ant respects, as they did through the Reagan years, contrary
5 d deal of mythology. But we should also note that these
F—_ far short of the ideas that animated the democratic
jons. Working people of nineteenth century North Amer-
ot plead with their rulers to be more benevolent, Rather,
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they denied their right to rule. “Those who work in the mills should
own them,” the labor press demanded, upholding the ideals of the
Amecrican revolution as the dangerous rabble understood them.

The 1994 congressional election is a revealing example of
the gap between rhetoric and fact. It was called a “political earth-
quake," a “landslide victory," a “triumph of conservatism” that
reflects the continuing “drift to the right” as voters gave an “over-
whelming popular mandate” to Newt Gingrich's ultranght army,
who promised to “get government off our backs” and bring back
the happy days when the free market reigned.

Turning to the facts, the “landslide victory” was won with
barely more than half the votes cast, about 20 percent of the elec-
torate, hgures that hardly differ from two years earlier, when the
Democrats won. One out of six voters described the outcome as
“an affirmation of the Republican agenda." One out of four had
heard of the Contract with America, which presented that agenda.
And when informed, the population opposed virtually all of it by
large majorities, About 60 percent of the public wanted social
spending mcreased. A year later, 80 percent held that “the federal
government must protect the most vulnerable in society, especially
the poor and the elderly, by guaranteeing minimum living stan-
dards and providing social benefits * Eighty to 90 percent of Amer-
icans support federal guarantees of public assistance for those who
cannot work, unemployment insurance, subsidized prescription
drugs and nursing home care for the elderly, a minimum level of
health care, and social security. Three-quarters support federally
guaranteed child care for low-income working mothers. The
resilience of such attitudes is particularly striking in the light of
the unremitting propaganda assault to persuade the public that they
hold radically different belicts.

Public opinion studies show that the more voters learned
about the Republican program in Congress, the more they opposed
the party and its congressional program. The standard-bearer of
the revolution, Newt Gingrich, was unpopular at the time of his
“triumph,” and sank steadily afterward, becoming perhaps the most
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opular political figure in the country. One of the more comi-
L aspects of the 1996 elections was the scene of Gingrich's clos-
associates struggling to deny any connection to their leader and
s ideas. In the primaries the first candidate o disappear, virtu-
pat once, was Phil Gramm, the sole representative of the con-
ssional Republicans, very well funded and saying all the words
ora voters are supposed to love, according to the headlines.
act, almost the full range of policy issues disappeared instantly
500N as the candidates had 1o face the voters in January 1996
Bo: dramatic example was balancing the budget. Through
5, the major issue in the country was how quickly to do it, seven
rs or a bit longer The government was shut down several times
e controversy raged. As soon as the primaries opened, talk of
¢ budget was gone. The Wall Street Joumal reported with surprise

tvoters “have abandoned their balanced-budget obsession * The
! I"obsession” of the voters was precisely the opposite, as polls
| regularly shown: their opposition to balancing the budget
er any minimally realistic assumptions.

To be accurate, parts of the public did share the ‘obses-
0" of both political parties with balancing the budget In August
5 the deficit was chosen as the country’s most important prob-
_.. 5 percent of the population, ranking alongside homeless-
5. ,a the 5 percent who were obsessed with the budget
d to include people who matter. "American business has
ken E.sa the federal budget,” Business Week announced,
Orting a poll of senior executives. And when business speaks,
b the political class and the media, which informed the pub-
hat it demanded a balanced budget, detailing the cuts in social
¢ ing in accord with the public will—and over its substantial
Osition, as polls demonstrated. It 1s not surprising that the topic
enly disappeared from view as soon as politicians had to face
- It is also not surprising that the agenda continues to be
mented in its standard double-edged fashion, with cruel and
unpopular cuts in social spending alongside increases in the
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Pentagon budget that the public opposes, but with strong busi.
ness support in both cases. The reasons for the spending increases
are easily understood when we bear in mind the domestic role of
the Pentagon system: to transfer public funds to advanced sectors
of industry, so that Newt Gingrich's rich constituents, for exam-
ple, can be protected from the rigors of the marketplace with more
government subsidies than any other suburban district in the coun-
try (outside the federal government itself), while the leader of the
conservative revolution denounces big government and lauds
rugged individualism.

From the beginning it was clear from the polls that the sto-
ries about the conservative landslide were untrue. Now the fraud
is quietly conceded. The polling specialist of the Gingrich Repub.
licans explained that when he reported that most people supported
the Contract with America, what he meant was that they liked the
slogans that were used for packaging. For example, his studics
showed that the public opposes dismantling the health system and
wants to “preserve, protect and strengthen” it “for the next gen-
cration.” So dismantling is packaged as “a solution that preserves
and protects” the health system for the next generation. The same
1s true generally.

All of this is very natural in a society that is, to an unusual
degree, business-run, with buge expenditures on marketing: $1 tril-
lion a year, one-sixth of gross domestic product, much of it tax-
deductible, so that people pay for the privilege of being subjected
to manipulation of their attitudes and behavior.

But the great beast is hard to tame, Repeatedly it has been
thought that the problem has been solved, and that the “end of
history” has been reached in a kind of utopia of the masters. One
classic moment was at the origins ol neoliberal doctrine in the early
nineteenth century, when David Ricardo, Thomas Malthus, and
other great figures of classical economics announced that the new
science had proven, with the certainty of Newton's laws, that we
only harm the poor by trying to help them, and that the best gift
we can offer the suffering masses is 1o free them from the delu-
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s that they have a right to live. The new science proved that
wple had no rights beyond what they can obtain in the unreg-
ted labor market. By the 18305 it seemed that these doctrines
d won the day in England. With the triumph of right thinking
the service of British manufacturing and financial interests, the
ople of England were “forced into the paths of a utopian exper-
ent,” Karl Polanyi wrote in his classic work, The Great Transfor-
tion, fifty years ago. It was the most “ruthless act of social reform”
all of history, he continued, which “crushed multitudes of lives
 an unanticipated problem arose. The stupid masses began to
@aw the conclusion that if we have no right to live, then you have
.“ aght to rule. The British army had to cope with riots and dis-
d !& soon an even greater threat took shape as workers began
anize, demanding factory laws and social legislation to pro-
&85 from the harsh neoliberal experiment, and often going
ell beyond The science, which is fortunately flexible, took new
ms as elite opinion shifted in response to uncontrollable pop-
ar forces, discovering that the right to live had to be preserved
er a social contract of sorts.

- Laterin the century, it seemed to many that order had been
stored, though a few dissented. The famous artist William Mor-
 outraged respectable opinion by declaring himself a socialist
a talk at Oxford. He recognized that it was “the received opin-
that the competitive or 'Devil take the hindmost' system is the
 system of economy which the world will see, that it is per-
ion, and therefore finality has been reached in it" But if his-
y really is at an end, he continued, then “civilization will die "
d this he refused to believe, despite the confident proclamations
.__ he most learned men.” He was right, as popular struggle
In the United States too, the Gay Nineties a century ago
re hailed as “perfection” and “finality.” And by the Roaring Twen-
s, it was confidently assumed that labor had been crushed for
od, and the utopia of the masters achieved—in “a most unde-
Cratic America” that was “created over its workers’ protests” Yale
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University historian David Montgomery comments. But again the
celebration was premature, Within a few years the great beast once
again escaped its cage, and even the United States, the business-
run society par excellence, was forced by popular struggle to grant
rights that had long ago been won in far more autocratic societics.

Immediately after World War II, business launched a huge
propaganda offensive to regain what it had lost. By the late 19504
it was widely assumed that the goal had been achieved. We had
reached the “end of ideology” in the industrial world, Harvard soci-
ologist Daniel Bell wrote. A few years earlier, as an editor of the
leading business journal Fortune, he had reported the “staggerning”
scale of business propaganda campaigns designed 1o overcome the
social democratic attitudes that persisted into the postwar years.

But again the celebration was premature. Events of the
19605 showed that the great beast was still on the prowl, once again
arousing the fear of democracy among “responsible men.” The Tri-
lateral Commission, founded by David Rockefeller in 1973, devoted
its first major study to the “crisis of democracy” throughout the
industrial world as large sectors of the population sought to enter
the public arena. The naive might think of that as a step toward
democracy, but the Commission understood that it was “excessive
democracy,” and hoped to restore the days when “Truman had been
able to govern the country with the cooperation of a relatively small
number of Wall Street lawyers and bankers,” as the American rap-
porteur commented. That was proper “moderation in democracy.”
Of particular concern to the Commission were the failures of what
it called the institutions responsible "for the indoctrination of the
young”: the schools, universities, and churches. The Commission
proposed means to restore discipline, and to return the general pub-
lic to passivity and obedience, overcoming the crisis of democracy.

The Commission represents the more progressive inter-
nationalist sectors of power and intellectual life in the United States,
Europe, and Japan; the Carter Administration was drawn almost
entirely from its ranks. The right wing takes a much harsher line.

From the 1970¢, changes in the international economy
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je put new weapons into the hands of the masters, enabling them
chip away at the hated social contract that had been won by
, r struggle. The political spectrum in the United States,
gays very narrow, has been reduced to near invisibility. A few
inths after Bill Clinton ook office, the lead story in the Wall
..m.-:.& expressed its pleasure that “on issue after issue, Mr.
aton and his administration come down on the same side as cor-
rate America,” eliciting cheers from heads of major corporations,
ywere delighted that "we're getting along much better with this
pinistration than we did with previous ones,” as one put it.
A year later, business leaders found they could do even bet-
_ d by September 1995 Business Week reported that the new
ingress “represents a milestone for business: Never before have
nany goodies been showered so enthusiastically on America’s
“ In the November 1996 elections, both candidates
Bo%uu.n Republicans and longtime government insiders,
didates of the business world. The campaign was one of “his-
¢ dullness,” the business press reported. Polls showed that pub-
n had declined even below the previous low levels despite
ord-breaking spending, and that voters disliked both candidates
d e d little from either of them.
~ There is large-scale discontent with the workings of the
mocratic system. A similar phenomenon has been reported in
in America, and though conditions are quite different, some of
ons are the same. Argentine political scientist Atilio Boron
st d the fact that in Latin America, the democratic process
established together with neoliberal economic reforms, which
€ been a disaster for most people. The introduction of similar
% in the richest country in the world has had similar effects.
n more than 80 percent of the population feel that the demo-
§ is a sham and that the economy is “inherently unfair,”
t of the governed” is going to be very shallow.
- The business press records “capital’s clear subjugation of
lor for the past 15 years,” which has allowed it to win many
' . But it also warns that the glorious days may not last
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because of the increasingly “aggressive campaign” of workers “to
secure a so-called 'living wage™ and “a guaranteed bigger picce
of the pie”

It is worth remembering that we have been through all of
this before. The “end of history,” “perfection,” and “finality” have
often been proclaimed, always falsely. And with all the sordid con-
tinuities, an optimistic soul can still discern slow progress, realis-
tically, I think In the advanced industrial countries, and often
elsewhere too, popular struggles can start from a higher plane and
with greater expectations than those of the Gay Nineties and Roar-
ing Twenties, or even thirty years ago, And international solidar-
ity can take new and more constructive forms as the great majority
of the people of the world come to understand that their interests
are pretty much the same and can be advanced by working
together. There is no more reason now than there has ever been
to believe that we are constrained by mysterious and unknown
social laws, not simply decisions made within institutions that are
subject to human will—buman institutions, that have to face the
test of legitimacy and, if they do not meet it, can be replaced by
others that are more free and more just, as often in the past.

A version of this article was originally published in South Amenca
in Spanish and Portuguese translations, 1996,




*For more than half a century, the United Nations has been
ye main forum for the United States 1o try to create a world in
§ image, maneuvering with its allies to forge global accords about
man rights, nuclear tests, or the environment that Washington
sisted would mirror its own values.” So runs postwar history, we
am from the opening paragraph of a front-page story by New York
s political analyst David Sanger. But times are changing. Today,
he headline reads, "US. Is Exporting Its Free-Market Values
hrough Global Commercial Agreements.” Going beyond the tra-
tional reliance on the UN, the Clinton Administration is turn-
& to the new World Trade Organization (WTO) to carry out the
sk of ‘exporting American values.” Down the road, Sanger con-
nues (quoting the LS. trade representative), it is the WTO that
tay be the most effective instrument for bringing "America's pas-
ion for deregulation” and for the free market generally, and “the
imerican values of free competition, fair rules, and effective
nforcement,” to a world still fumbling in darkness. These "Amer-
Gan values” are illustrated most dramatically by the wave of the
lture: telecommunications, the Internet, advanced computer tech-
ology, and the other wonders created by the exuberant Ameri-
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can entrepreneurial spirit unleashed by the market, at last freed
from government interference by the Reagan revolution

Today "governments are everywhere embracing the free.

market gospel preached in the 1980 by President Reagan and
Prime Minister Margaret Thatcher ol Britain,” Youssef Ibrahim
reports in another Timn front-page story, reiterating a common
theme. Like it or hate it, enthusiasts and critics over a broad range
of opinion agree—just to keep to the liberal-to-left part of the spec.
trum—about “the implacable sweep of what its exponents call ‘the
market revolution™ “Reaganesque rugged individualism® has
changed the rules of the game worldwide, while here at home
“Republicans and Democrats alike are ready to give the market full
sway” in their dedication to “the new orthodoxy ™'

There are a number of problems with the picture. One is
the account of the last half-century. Even the most dedicated
believers in “America’s mission” must be aware that U.S.-UN rela.
tions have been virtually the opposite of what the opening pas-
sage depicts ever since the UN fell out of control with the progress
of decolonization, leaving the United States regularly isolated in
opposition to global accords on a wide range of issues and com-
mitted to undermining central components of the UN, particularly
those with a third world orientation. Many questions about the
world are debatable, but surely not this one.

As for "Reaganesque rugged individualism” and its worship
of the market, perhaps it 1s enough to quote the review of the Rea-
gan years in Foreign Affairs by a senior fellow for international
finance at the Council on Foreign Relations, noting the “irony” that
Ronald Reagan, "the postwar chief executive with the most pas-
sionate love of laissez faire, presided over the greatest swing toward
protectionism since the 19305 —no “irony,” but the normal work-
ings of “passionate love of laissez-faire"; for you, market discipline,
but not for me, unless the “playing field” happens to be tilted in

my favor, typically as a result of large-scale state intervention. It
is hard to find another theme so dominant in the economic his-
tory of the past three centurics.
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Reaganites were following a well-trodden course—
cently turned into a comedy act by Gingrich "conservatives —
wen they extolled the glones of the market and issued stern
ares about the debilitating culture of dependency to the poor
home and abroad while boasting proudly to the business world
at Reagan had “granted more import relief to ULS. industry than
y of his predecessors in more than half a century”; in fact, more
an all predecessors combined, as they led “the sustained assault
a [free trade] principle” by the rich and powerful from the early
170s deplored in a scholarly review by General Agreement on
ariffs and Trade (GATT) secretariat economist Patrick Low, who
imates the restrictive effects of Reaganite measures at about
ree times those of other leading industrial countries.’

. The radical *swing toward protectionism” was only a part
the “sustained assault” on free trade principles that was accel-
ated under “Reaganite rugged individualism ” Another chapter
fthe story includes the huge transfer of public funds to private
ower, often under the traditional guise of “security.* The centuries-
[ tale proceeds today without notable change; not only here, of
ourse, though new heights of deception and hypocrisy may have
n scaled on the local terrain

. *Thatcher's Britain" is, in fact, another good choice to illus-
ate “free market gospel.” Just to keep to a few revelations of the
ast few months {early 1997), “during the period of maximum pres-
ure to make arms sales to Turkey,” the London Observer reported,
rime Minister Thatcher “personally intervened to ensure a pay-
nent of £22m was made out of Britain's overseas aid budget, to
telp build a metro in the Turkish capital of Ankara. The project
yas uncconomical, and in 1995 it was admitted” by Foreign Sec-
etary Douglas Hurd that it was “unlawful * The incident was par-
eularly noteworthy in the aftermath of the Pergau Dam scandal,
hich revealed illegal Thatcherite subsidies “to ‘sweeten’ arms deals
with the Malaysian regime,” with a High Court judgment against
Murd. That's aside from government credit guarantees and financ-
 arrangements, and the rest of the panoply of devices to trans-
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fer public funds to the "defense industry,” yielding a familiar range
of benefits to advanced industry generally.

A few days before, the same journal reported that “up 1o
2 million British children are suffering ill-health and stunted growth
because of malnutrition” as a result of “poverty on a scale not seen
since the 19305." The trend to increasing child health has reversed,
and childhood diseases that had been controlled are now on the
upswing thanks to the (highly selective) “free market gospel” that
is much admired by its beneficiaries,

A few months carlier, a lead headline reported “One in
Three British Babies Born in Poverty,” as “child poverty has
increased as much as three-fold since Margaret Thatcher was
elected " "Dickensian Diseases Return to Haunt Today's Britain
another headline reads, reporting studies concluding that “social
conditions in Britain are returning to those of a century ago.” Par-
ticularly grim are the effects of cutting off gas, electricity, water,
and telephones to “a high number of households” as privatization
takes its natural course, with a variety of devices that favor “more
affluent customers” and amount to a “surcharge on the poor,” lead-
ing to a ‘growing gulf in energy between rich and poor.” also in
water supply and other services. The “savage cuts’ in social pro-
grams are placing the nation “in the grip of panic about imminent
social collapse * But industry and finance are benefiting very nicely
from the same policy choices. And to top it all off, public spend-
ing after seventeen years of Thatcherite gospel was the same 42.25
percent of GDP that it was when she took over*

Not exactly unfamiliar here,

The World Trade Organization: “Exporting American Values™

Let us put aside the intriguing contrast between doctrine
and reality, and sce what can be leamed by examining the new era
that is coming into view. Quite a lot, | think.

The Times story on how the "ULS. is exporting its free-mar-
ket values” is celebrating the WTO agreement on telecommuni-
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sations. One of its welcome effects is to provide Washington with
| *new tool of foreign policy.” The agreement “empowers the
ITO to go inside the borders of the 70 countries that have signed
.. and it is no secret that international institutions can function
sofar as they keep to the demands of the powerful, in particu-
r, the United States. In the real world, then, the "new tool” allows
he Linited States to intervene profoundly in the internal affairs
| others, compelling them to change their laws and practices.
rucially, the WTO will make sure that other countries are “fol-
ing through on their commitments to allow foreigners to
est’ without restriction in central areas of their economy. In
e specific case at hand, the likely outcome is clear to all: “The
bvious corporate beneficiaries of this new era will be US. car-
ers, who are best positioned to dominate a level playing field "
¢ Far Eastern Ecomomic Review points out,” along with one UK .-
| S megacorporation.
~ Not everyone is delighted by the prospects. The winners
wognize that fact, and offer their interpretation: in Sanger's words,
hers fear that "American telecommunication giants. . could over-
helm the flabby government-sanctioned monapolies that have
ng dominated telecommunications in Europe and Asia"—as in
" ited States, long past the period when it had become by
rthe world's leading economy and most powerful state. It is also
arth noting that major contributions to modern technology (tran-
tors, to mention just one) came from the research laboratories
... “Habby government-sanctioned monopoly” that dominated
ecommunications here until the 1970s. 1t used its freedom from
arket discipline to provide for the needs of advanced sectors of
ustry generally by transfer of public funds (sometimes in indi-
it ways, through monopoly power, unlike the more direct modal-
u of the Pentagon system).
Those who cling irrationally to the past sce matters a bit
lerently. The Far Eastern Economic Review points out that jobs will
lost in Asia, and “‘many Asian consumers will have to pay more
‘phone service before they will pay less.” When will they pay



3_ Chamsky / Profit Over Peaple

less? For that bright future 1o dawn, it is only necessary for for.
eign investors to be “encouraged . . to act in socially desired ways *
not simply with an eye to profit and service to the rich and the
business world. How this miracle will come to pass is unexplained.
though doubtless the suggestion will inspire serious reflection in
corporate headquarters.

In the time span relevant to planning, the WTO agreement
will raise phone service costs for most Asian consumers, the Review
predicts. "The fact is, comparatively few customers in Asia stand
to benefit from cheaper overseas rates” that are anticipated with
the takeover by huge foreign corporations, mostly American. In
Indonesia, for example, only about 300,000 of some 200 million
people—specifically the business sector—make overseas calls at
all. "It's very likely the cost of local telecoms service, in general,
will rise” in Asia, according to David Barden, regional telecoms ana-
lyst at ). P. Morgan Securities in Hong Kong. But that is all to the
good, he continues: “If there is no profitability in the business, there
will be no business.” And now that still more public property is
being handed over to foreign corporations, they had better be guar-
anteed profitability—telecommunications today, and a far wider
range of related services tomorrow. The business press predicts that
‘personal communications over the Internet [including corporate
netwarks and interactions ] will overtake telecommunications in five
or six years, and telephone operators have the biggest interest in
getting into the online business * Contemplating the future of his
own company, Intel CEO Andrew Grove sees the Internet as “the
biggest change in our environment” at present. He expects large-
scale growth for “the connection providers, the people involved
in generating the World Wide Web, the people who make the com-
puters” ("people” meaning corporations), and the advertising indus-
try, already running at almost $350 billion annually and
anticipating new opportunities with the privatization of the Inter-
net, which is expected to convert it to a global oligopoly.®

Meanwhile privatization precedes apace elsewhere To
take one important case, over considerable popular opposition
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.m-..n government of Brazil has decided to privatize the Vale Com-
..Vn_.? which controls vast uranium, iron, and other mineral
resources and industrial and transport facilities, including
sophisticated technology. Vale is highly profitable, with a 1996
income of over $5 billion, and excellent prospects for the future,
is one of six Latin American enterprises ranked among the 500
‘most profitable in the world. A study by specialists of the Grad-
uate School of Engineering at the Federal University in Rio esti-
mated that the government has seriously undervalued the
pany, noting also that it relied on an “independent” analysis
by Merrill Lynch, which happens to be associated with the
Anglo-American conglomerate that is seeking to take over this
‘central component of Brazil's economy. The government angrily
‘denies the conclusions. If they are accurate, it will fall into a very
iliar pattern.”
Side comment: communications are not quite the same as
nium. Concentration of communications in any hands (partic-
foreign hands) raises some rather serious questions about
raningful democracy. Similar questions arise about concentra-
tion of finance, which undermines popular involvement in social
and economic planning. Control over food raises even more seri-
ous questions, in this case about survival. A year ago the secretary-
eral of the UN Food and Agricultural Organization (FAO),
pussing the "food cnisis following huge nises in cereals prices this
year," warmned that countries "must become more self-reliant in food
production”* The FAO is warning “developing countries” to
the policies imposed on them by the “Washington con-
sensus,” policies that have had a disastrous impact on much of the
world, while proving a great boon to subsidized agribusiness—inci-
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entally also to narcotrafficking, perhaps the most dramatic suc-
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e "LLS. is exporting *

Control over food supplies by foreign corporate giants is
underway, and with the agreement on telecommunications

d and delivered, financial services are next in line
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Summarizing, the expected consequences of the victory
for “American values” at the WTO are

1. A "new tool" for far-reaching LS. intervention into the
internal affairs of others;

2 The takeover of a crucial sector of foreign economies
by U.S -based corporations;,

3. Benefits for business sectors and the wealthy,

4. Shifting of costs to the general population;

5. New and potentially powerful weapons against the
threat of democracy.

A rational person might ask whether these expectations
have something to do with the celebration, or whether they are just
incidental to a victory of principle that is celebrated out of com-
mitment to higher values. Skepticism is heightened by comparison
of the Times picture of the postwar era, cited at the outset, with
uncontested face. It is further enhanced by a look at some of his-
tory's striking regularities: among them, that those in a position to
impose their projects not only hail them with enthusiasm but also
typically benefit from them, whether the values professed involve
free trade or other grand principles, which tum out in practice to
be finely tuned to the needs of those running the game and cheer-
ing the outcome. Logic alone would suggest a touch of skepticism
when the pattern is repeated. History should raise it a notch higher.

In fact, we need not even search that far.

The World Trade Organization: An Improper Forum

The same day that the front page was reporting the vic-
tory for American values at the WTO), New York Times editors warned
the European Union not to turn to the WTO to rule on its charge
that the U.S. is violating free trade agreements. Narrowly at issue
is the Helms-Burton Act, which “compels the United States to
impose sanctions against foreign companies that do business in
Cuba." The sanctions “would effectively exclude these firms from
exporting to, or doing business in, the United States, even if their
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products and activities have nothing to do with Cuba™ (Peter Morici,
former director of economics at the LS. International Trade Com-
nission). That is no slight penalty, even apart from more direct
threats against individuals and companies who cross a line that
¥ashington will draw unilaterally. The editors regard the act as a
uided attempt by Congress to impose its foreign policy on oth-
s Zo:n. opposes it because it “is creating more costs than ben-
fits” for the United States. More broadly at issue is the embargo
self, “the American economic strangulation of Cuba” that the edi-
ors term “a cold war anachronism,” best abandoned because it is
ecoming harmful to LLS. business interests
But broader questions of right and wrong do not arise, and
e whole affair is "essentially a political dispute,” the Times edi-
s stress, not touching on Washington's “free-trade obligations.”
ke most others, the editors apparently assume that if Europe per-
ts, the WTO is likely to rule against the United States. Accord-
igly, the WTO is not a proper forum.
The logic is simple, and standard. Ten years earlier, on the
ne grounds, the International Court of Justice (1C)) was found to
an inappropriate forum for judging Nicaragua's charges against
sshington. The United States rejected 1C] jurisdiction, and when
8 court condemned the ULS. for the “unlawful use of force,” order-
 Washington to cease its international terrorism, violation of
aties, and illegal economic warfare, and 10 pay substantial repa-
jons, the Democrat-controlled Congress reacted by instantly esca-
» 9... crimes while the Court was roundly denounced on all sides
ostile forum” that had discredited itself by rendering a deci-
.8-5! the United States. The Court judgment itself was
y reported, including the words just quoted and the explicit
. ._.! U.S. aid to the contras is “military” and not “humanitar-
"Along with LS. direction of the terrorist forces, the aid con-
ied until the United States imposed its will, always called
manitarian aid." Public history keeps to the same conventions,
The United States then vetoed a Security Council reso-
n calling on all states to observe international law (scarcely
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reported), and voted alone (with Fl Salvador and Israel) againgt 3
General Assembly resolution calling for “full and immediate com-
plance” with the Court's ruling—unreported in the mainstream,
as was the repetition the following year, this time with only lsrael

on board. The whole affair happens to be a typical illustration of
how the United States used the UN as 3

own values (see opening quote).
Returning to the current WTO case, in November 1994
Washington voted alone (with Isracl and Uzbekistan) against a
Ceneral Assembly resolution, backed by the entire European
Union(EU), urging the United States to drop the embargo against
Cuba. The Organization of American States (OAS) had already
voted unanimously to reject the Helms-Burton Act, and had asked
its judicial body (the Inter-American Juridical Committee) to rule
on its legality. In August 1996 the IAIC ruled unanimously that
the act violated international law. A year earlier, the Inter-Amer.
tcan Commissian on Human Rights of the OAS had condemned
ULS. restrictions on shipments of food and medicine to Cuba as
a violation of international law. The Clinton Administration's
response was that shipments of medicine are not literally barred,
only prevented by conditions so onerous and threatening that
even the largest corporations here and abroad are unwilling to face
the prospects (huge financial penalties and imprisonment for what
Washington determines to be violations of “proper distribution *
banning of ships and aircraft, mobilization of media campaigns,
etc.). And while food shipments are indeed barred, the adminis-
tration argues that there are “ample suppliers” elsewhere (at far
higher cost), so that the direct violation of international law is
not a violation,

As the issue was brought by the EU to the Warld Trade
Organization, the United States withdrew from the proceedings
on the IC) model, effectively bringing the matter to a close

In short, the world that the United States has sought “to
create in its image” through international institutions is one based
on the principle of the rule of force. And the “Amenican passion

“forum” for imposing s

rec trade” entails that the ULS. government may violate trade
ements at will. No problem arises when communications,
woe, and food supplies are taken over by foreign (mainly U S.)
srations. Matters are different, however, when trade agree-
Beand international law interfere with the projects of the pow-
—again, in conformity with history's clear lessons
B We learn more by investigating the reasons for ULS. rejec-
international law and trade agreements. In the Nicaragua
, State Department legal adviser Abraham Sofaer explained that
the United States accepted World Court jurisdiction in the
05, most members of the United Nations “were aligned with
nited States and shared its views regarding world order.” But
. L- great many of these cannot be counted on to share our view
h original constitutional conception of the UN Charter,” and
is same majority often opposes the United States on important
mnational questions.” It is therefore understandable that the
ted States should be far in the lead since the 1960s in vetoing
N resolutions on a wide range of issues, including international
v, human rights, environmental protection, and so on, precisely
strary to the standard version repeated in the opening paragraph
The United States advanced its lead another notch shortly
ter this account appeared, casting its seventy-first veto since
167. When the question (Israeli settlements in Jerusalem) moved
ithe General Assembly, the United States and Israel stood alone
L opposition, again a standard pattern '
Drawing the natural conclusions from the unreliability of
€ world, Sofaer went on to explain that we must now “reserve
‘ourselves the power to determine whether the Court has juris-
Ction over us in a particular case " The long-standing principle,
Bw 10 be enforced in a world that is no longer sufficiently obe-
e , Is that “the United States does not accept compulsory juris-
Ction over any dispute involving matters essentially within the
ic jurisdiction of the United States, as determined by the
Mnited States ” The “domestic matters” in question were the U.S.
: tack against Nicaragua
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The basic operative principle was stated elegantly by the
new Secretary of State, Madeleine Albright, when she lectured the
UN Security Council about its unwillingness 1o go along with U S,
demands concerning Iraq: the U S. will "behave, with others, muyl.
tilaterally when we can and unilaterally as we must,” recognizing
no external constraints in an arca deemed “vital to U.S. national
interests—as determined by the United States."* The UN is an
appropriate forum when its members “can be counted on” to share
Washington's views, but not when the majority “opposes the
United States on important international questions.” International
law and democracy are fine things—but as judged by outcome,
not process; like free trade.

The current U S. stand in the WTO case thus breaks no
new ground. Washingron declared that the WTO “has no com-
petence to proceed” on an issue of American national security, we
are to =:.r.2w.& that our existence is at stake in the strangula-
tion of the Cuban economy. A WTO ruling against the United
States in absentia would be of na significance or concern, a Clin-
ton Administration spokesman added, because “we do not
believe anything the WTO says or does can force the US. to
change its laws." Recall that the great merit of the WTO telecom-
munications agreement was that this “new tool of toreign policy”
forces other countries to change their laws and practices, in accord
with our demands.

The principle is that the United States is exempt from
WTO interference with its laws, just as it is free to violate inter-
national law at will, uniquely, though the privilege may be
extended to client states as circumstances require. The fundamental
principles of world order again resound, loud and clear.

The earlier GATT agreements had allowed for national
security exceptions, and under them Washington had justified its
embargo against Cuba as “measures taken in pursuit of essential
US. security interests.” The WTO agreement also permits a mem-
ber to take “any action it considers necessary for the protection
of its essential security interests,” but only in relation to three des-

sated issues: fissionable materials, traffic in armaments, and
1s “taken in time of war or other emergency in international
ions "'* Perhaps not wishing to be officially on record with
.,... tter absurdity, the Clinton administration did not formally
(e its “national security axnac:o: " though it did make clear
n_—n issue was "national security.”
At the time of writing, the EU and the United States are
ing to arrange a deal before April 14, when the WTO hearings
- duled to begin. Meanwhile, the Wall Street Journal reports,
fashington “says it won't cooperate with the WTO pancls, argu-
g that the trade organization doesn't have jurisdiction over
gtional security issues.”"’

Thoughts
Polite people are not supposed to remember the reaction
en Kennedy tried to organize collective action against Cuba in
1: Mexico could not go along, a diplomat explained, because
publicly declare that Cuba is a threat to our security, forty
sillion Mexicans will die laughing ""® Here we take a more sober
Hew of threats to the national security.
There were also no reported deaths from laughter when
istration spokesman Stuart Eizenstat, justifying Washington's
on of the WTO agreements, argued that “Europe is chal.
ging ‘three decades of American Cuba policy that goes back 1o
.* _nnga&. Administration, and Is aimed entirely at forcing a
ange of government in Havana."'” A sober reaction is entirely
der on the assumption that the United States has every right
b overthrow another government, in this case, by aggression,
fre-scale terror, and economic strangulation
4 The assumption remains in place and apparently unchal-
enged, but Fizenstats statement was criticized on narrower
rounds by historian Arthur Schlesinger. Writing “as one involved
n the Kennedy administration’s Cuban policy,” Schlesinger
pe d out that Undersecretary of Commerce Eizenstat had mis-
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understood the policies of the Kennedy Administration. Its con.
cern was Cuba's “troublemaking in the hemisphere” and “the Sovie
connection.” But these are now behind us, so the Clinton policies
are an anachronism, though otherwise, it seems, unobjectionable

Schlesinger did not explain the meaning of the phrases
“troublemaking in the hemisphere” and “the Soviet connection,” but
he has elsewhere, in secret. Reporting to the incoming president on
the conclusions of a Latin American Mission in carly 1961,
Schiesinger spelled out the problem of Castro’s “troublemaking” it
is "the spread of the Castro idea of taking matters into one's own
hands," a serious problem, he added shortly after, when “the distri.
bution of land and other forms of national wealth greatly favors the
propertied classes. . [and] the poor and underprivileged, stimulated
by the example of the Cuban revolution, are now demanding oppor-
tunities for a decent living " Schlesinger also explained the threat
of the *Soviet connection”, ‘Meanwhile, the Soviet Union hovers
in the wings, flourishing large development loans and presenting
itself as the model for achieving modernization in a single genera-
tion.” The "Soviet connection” was perceived in a similar light far
more broadly in Washington and London, from the origins of the
cold war in 1917 into the 19605, when the major documentary
record currently ends,

Schiesinger also recommended to the incoming president
“a certain amount of high-flown corn” about “the higher aims of
culture and spirit,” which “will thrill the audience south of the bor-
der, where metahistorical disquisitions are inordinately admired "
Meanwhile we'll take care of serious matters, Just to show how
much things change, Schlesinger also realistically criticized “the
baleful influence of the International Monetary Fund.® then pur-
suing the 1950s version of today's “Washington consensus” (“struc-
tural adjustment,” “neoliberalism”).'*

With these (secret) explanations of Castro's “troublemak-
ing in the hemisphere® and the “Soviet connection,” we come a step
closer to an understanding of the reality of the cold war. But that
is another topic.

The Passion for Free Markets _.3

Similar troublemaking beyond the hemisphere has also
en no slight problem, and continues to spread dangerous ideas
sng people who “are now demanding opportunities for a decent
ving.” In late February 1996, while the United States was in an
sroar over Cuba’s downing of two plancs of a Florida-based anti-
astro group that had regularly penetrated Cuban airspace, drop-
.., leaflets in Havana calling on Cubans to revolt (also
articipating in the continuing terrorist attacks against Cuba,
gcording to Cuban sources), the wire services were runming dif-
mit stories. AP reported that in South Africa “a cheering, singing
d welcomed Cuban doctors’ who had just arrived at the invi-
tion of the Mandela government “to boost medical care in poor
qal areas”, “Cuba has 57,000 doctors for its 11 million people,
smpared to 25,000 in South Africa for 40 million people.” The
01 Cuban doctors included top medical specialists who, if they
: ..- South African, would “very likely be working in Cape Town
¢ Johannesburg” at twice the salaries they will receive in the poor
ral arcas where they go. “Since the program of sending public
alth specialists overseas began in Algeria in 1963, Cuba has sent
: _,\. 20 doctors, dentists, nurses, and other medical doctors” to “the
orest third world nations,” providing “medical aid totally free
sf charge” in most cases. A month after the South African welcome,
iban medical experts were invited by Haiti to study a meningi-
$ outbreak ™
v A leading West German journal reported in 1988 that third
orld countries regard Cuba as “an international superpower”
ecause of the teachers, noama..._n:e:io_.rna physicians, and oth-
..36_42. in “international service " In 1985, 16,000 Cubans
.\. 4 in third world countries, more than twice the total of Peace
ps and AlD specialists from the United States. By 1988, Cuba
ad “more physicians working abroad than any industrialized
tion, and more than the UN's World Health Organization.” Most
[ this aid is uncompensated, and Cuba’s “international emissaries”
e “men and women who live under conditions that most devel-
dpment aid workers would not accept,” which is “the basis for their



success.” For Cubans, the report continues, “international service”
is regarded as “a sign of political maturity” and taught in the schools
as “the highest virtue " The warm reception by an ANC delega-
ton in South Africa in 1996, and the crowds singing “Long Live
Cuba,” attest to the same phenomenon !

On the side, we might ask how the United States would
react to Libyan planes flying over New York and Washington,
dropping leaflets calling on Americans to revolt, after years of ter-
rorist attacks against US. targets at home and abroad. By gar.
landing them with flowers, perhaps? A hint was given by Barrie
Dunsmore of ABC a few weeks before the downing of the two
planes, citing Walter Porges, former ABC News vice-president for
news practices. Porges reports that when an ABC news crew on a
civilian plane attempted 1o take photographs of the LLS. Sixth Fleet
in the Mediterranean, "it was told to move immediately or it would
be shot down,” which "would have been legal under provisions of
International Law defining military air space.” A small country
under attack by a superpower is a different matter, however

A further look at history may be useful. The policy of over-
throwing the government of Cuba does not go back to the
Kennedy Administration, as Eizenstat asserted, but to its prede-
cessor: the formal decision to overthrow Castro in favor of a regime
‘more devoted to the true interests of the Cuban people and more
acceptable to the LS was taken in secret in March 1960, with
the addendum that the operation must be carried out “in such a
manner as to avoid any appearance of ULS. intervention,” because
of the expected reaction in Latin Amernica and the need to ease the
burden on doctrinal managers at home. At the time, the "Soviet
connection” and “troublemaking in the hemisphere” were nil, apart
from the Schlesingerian version. The Kennedy Administration also
recognized that its efforts violated international law and the Char-
ters of the UN and OAS, but such issues were dismissed without
discussion, the declassified record reveals, ™

Since Washington is the arbiter of the “true interests of
the Cuban people.” it was unnecessary for LS. government plan-
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s 10 attend to the public opinion studies they received, report-
sopular support for Castro and optimism about the future. For
pilar reasons, current information about these matters is of no
seount. The Clinton Administration is serving the true interests
he Cuban people by imposing misery and starvation, whatever
dies of Cuban opinion may indicate. For example, polls reported
Pecember 1994 by an affiliate of the Gallup organization found
at half the population consider the embargo to be the “princi-
cause of Cuba's problems” while 3 percent found the political
wation to be the “most serious problem facing Cuba today”; that
cent regard the LS. as Cuba’s "worst friend” (no one else
ached 3 percent); that by two to one, the population feel that
e revolution has registered more achievements than failures, the
incipal failure” being “having depended on socialist countries
e Russia which betrayed us”; and that half describe themselves
*revolutionary,” another 20 percent “communist’ or “socialist."*
. Right or wrong, the conclusions about public attitudes are
t, again a regular pattern, at home as well.
. History buffs might recall that the policy actually dates
¢k to the 18205, when Washington's intention to take control
Cuba was blocked by the British deterrent. Cuba was regarded
p Secretary of State John Quincy Adams as “an object of tran-
jendent importance to the commercial and political interests of
r Union," but he advised patience; over time, he predicted, Cuba
uld fall into ULS, hands by “the laws of political.._gravitation,”
ipe fruit” for harvest. So it did, as power relations shifted enough
the United States to liberate the island (from its people) at the
d of the century, turning it into a LLS. plantation and haven for
me syndicates and tourists.
The historical depth of the commitment to rule Cuba may
ccount for the element of hysteria so apparent in the exe-
tion of the enterprise, for example, the “almost savage” atmos-
iere of the first cabinet meeting after the failed Bay of Pigs
ision described by Chester Bowles, the "almost frantic reac-
0 for an action program,” a mood reflected in President

)
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Kennedy's public statements about how failure to act would leave
us “about to be swept away with the debris of history.” Clinton’s
initiatives, public and indirect, reveal a similar streak of vindic.
tive fanaticism, as in the threats and prosecutions that ensured that
“the number of companies granted LS. licenses to sell [medicines)
to Cuba has fallen to less than 4 percent” of the levels prior to
the Cuban Democracy Act (CDA) of October 1992, while “only
a few of the world's medical companies have attempted to brave
LS. regulations” and penalties, a review in Britain’s leading med-
ical journal reports.*

Considerations such as these carry us from the abstract
plane of international law and solemn agreements to the reali-
ties of human life. Lawyers may debate whether the ban on food
and (effectively) medicine violates international agreements stat-
ing that “food must not be used as an instrument for political and
economic pressure’ (Rome Declaration, 1996) and other declared
principles and commitments. But the victims have to live with
the fact that the CDA has “resulted in a serious reduction in the
trade of legitimate medical supplies and food donations, to the
detriment of the Cuban people’ (Cameron). A recently released
study of the American Association for World Health (AAWH)
concludes that the embargo has caused serious nutritional deficits,
deterioration in the supply of safe drinking water, and sharp
decline in availability of medicines and medical information, lead-
ing to a low birth rate, epidemics of neurological and other dis-
cases with tens of thousands of victims, and other severe health
consequences. “Health and nutrition standards have been dev-
astated by the recent tightening of the 37-year-old US.
embargo, which includes food imports,” Victoria Brittain writes
in the British press, reporting the year-long AAWH study by U. S.
specialists, which found “hospitalised children lying in agony as
essential drugs are denied them” and doctors compelied “to work
with medical equipment at less than half efficiency because they
have no spare parts.” Similar conclusions are drawn in other cur-
rent studies in professional journals. ™
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These are the real crimes, far more than the casual and
violation of legal instruments that are used as weapons
” ains official enemies, with the cynicism that only the truly pow-
ful can display.
In fairness, it should be added that the suffering caused by
16 ‘embargo is sometimes reported here as well. A lead story in
he New York Times business section is headlined “Exploding Cuban
r Prices: Now Embargo Really Hurts as Big Smokes Grow
" The story reports the tribulations of business executives
15_.. smoking room" in Manhattan, who lament “that it's really
.. h to get a Cuban cigar in the States these days” except at
ices that catch in the throats of the most devoted smokers. ™
While the Clinton Administration, exploiting the privilege
the powerful, attributes the grim consequences of economic war-
.. ‘without parallel in current history to the policies of the regime
m which it promises to “liberate” the suffering Cuban people, a
v_ucn!n conclusion is more nearly the reverse: the “"Ameri-
y economic strangulation of Cuba” has been designed, main-
!& in the post-cold-war era intensified, for the reasons
icit in Arthur Schlesingers report to incoming President
. Much as Kennedy's Latin American Mission feared, the
ses of programs to improve health and living standards had
Iﬂ:ﬁ to spread “the Castro idea of taking matters into one’s
m hands,” stimulating “the poor and underprivileged” in the
jion with the worst inequality in the world to “demand oppor-
ities for a decent living,” and with dangerous effects beyond as
ell. There is a substantial and compelling documentary record,
ompanied by consistent action based on quite rational motives,
th lends no slight credibility to this assessment. To evaluate the
.—Sn the policies flow from concern for human rights and
cy, the briefest look at the record is more than sufficient,
t for -rbnn who even pretend to be serious.
It is improper, however, to have any thoughts or recol-
tions about such matters as we celebrate the triumph of "Amer-
i values." Nor are we supposed to remember that Clinton,
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inspired by the same passion for free trade, “pressured Mexico into
an agreement that will end the shipment of low-price tomatoes 1o
the United States,” a gift to Florida growers that costs Mexico
about $800 million annually, and that violates NAFTA as well ag
the WTO agreements (though only “in spinit,” because it was 3
sheer power play and did not require an official tariff). The admin.
istration explained the decision forthrightly: Mexican tomatoes are
cheaper, and consumers here prefer them. The free market is work.
ing, but with the wrong outcome. Or perhaps tomatoes too are a
threat to national security. ™
To be sure, tomatoes and telecommunications are in very
different leagues. Any favors Clinton might owe to Florida grow-
ers are dwarled by the requirements of the telecommunications
industry, even apart from what Thomas Ferguson describes as “the
best-kept secret of the 1996 election”: that “more than any other
single bloc, it was the telecommunications sector that rescued Bill
Clinton,” who received major campaign contributions from “this
staggeringly profitable sector” The Telecommunications Act of
1996 and the WTO agreement are, in a sense, thank-you notes,
though it is unlikely that the outcome would have been very dif-
ferent if a different mix of largesse had been chosen by the busi-
ness world, suffering at the time from what Business Week had just
called *spectacular” profits in yet another *Surprise Party for Cor-
porate America* ¥
Prominent among the truths that are not to be recalled are
the ones briefly mentioned carlier: the actual record of "Rea-
ganesque rugged individualism® and the “free market gospel” that
was preached (to the poor and defenseless) while protectionism
reached unprecedented heights and the administration poured pub-
lic funds into high-tech industry with unusual abandon. Here we
begin to reach the heart of the matter. The reasons for skepticism
about the “passion” that have just been reviewed are valid enough,
but they are a footnote to the real story: how U.S, corporations
came to be so well placed to take over intemational markets, inspir-
ing the current celebration of “American values.”
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But that, again, is a larger tale, one that tells us a lot about
he contemporary world: its social and economic realities, and the
grip of ideology and doctrine, including those doctrines crafted
.;5&.80 hopelessness, resignation, and despair.
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from the annual Davie Memorial Lecture delivered at the
ly of Cape Town, South Africa, May 1997.

| have been asked to speak on some aspect of academic or
Buman freedom. an invitation that offers many choices. | will keep
b some simple ones

Freedom without opportunity is a devil's gift, and the
| to provide such opportunities 1s criminal. The fate of the
‘more vulnerable offers a sharper measure of the distance from here
P 832—_5: that might be called “civilization * While I am speak-

“ing, 1,000 children will die from easily preventable disease, and
ast twice that many women will die or sutfer serious disabil-

ity in pregnancy or childbirth for lack of simple remedies and care.'
LINICEF estimates that to overcome such tragedies, and to ensure
un | access to basic social services, would require a nﬁnn_,
of the annual military expenditures of the “developing countries,

put 10 percent of LLS. military spending. It is against the back-

ground of such realities as these that any serious discussion of
Buman freedom should proceed.

It is widely held that the cure for such profound social mal-
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adies is within reach. This hope is not without foundation. The
past few years have seen the fall of brutal tyrannies, the growth
of scientific understanding that offers great promise, and many
other reasons to look forward to a brighter future. The discourse
of the privileged is marked by confidence and triumphalism: the
way forward is known, and there is no other. The basic theme,
articulated with force and clarity, is that *America’s victory in the
cold war was a victory for a set of political and economic princi.
ples: democracy and the free market.” These principles are “the
wave of the future—a future for which America is both the gate-
keeper and the model " | am quoting the chief political commen-
tator of the New York Times, but the picture is conventional, widely
repeated throughout much of the world, and accepted as gener-
ally accurate even by cntics. It was also enunciated as the "Clin-
ton Doctrine,” which declared that our new mission is to
“consolidate thevictory of democracy and open markets” that had
just been won
There remains a range of disagreement: at one extreme
“Wilsonian idealists” urge continued dedication to the traditional
mission of benevolence, and at the other, “realists” counter that we
may lack the means to conduct these crusades of “global melior-
ism." and should not neglect our own interests in the service of
others. Within this range lies the path to a better world.*
Reality seems to me rather different. The current spectrum
of public policy debate has as little relevance to policy as its numer-

ous antecedents: neither the United States nor any other power

has been guided by “global meliorism.” Democracy is under attack
worldwide, including the leading industrial countries; at least,
democracy in a meaningful sense of the term, involving opportu-

nities for people to manage their own collective and individual
affairs. Something similar is true of markets. The assaults on democ-
racy and markets are furthermore related. Their roots lic in the
power of corporate entities that are increasingly interlinked and
reliant on powerful states, and largely unaccountable to the pub-
lic. Their immense power is growing as a result of social policy
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at is globalizing the structural model of the third world, with
cta of enormous wealth and privilege alongside an increase in
he proportion of those who will labor under all the hardships of
e, and secretly sigh for a more equal distribution of its blessings,”
th leading framer of American democracy, lames Madison, pre-
sted 200 years ago." These policy choices are most evident in
_ glo-American societies, but extend worldwide. They can-
i b attributed to what “the free market has decided, in its infi-
e but mysterious wisdom,"* “the implacable sweep of ‘the market
yolution,” “Reaganesque rugged individualism” or a “new
: " that “gives the market full sway.” On the contrary, state
it tion plays a decisive role, as in the past, and the basic out-
es of policy are hardly novel. Current versions reflect “capital’s
ar subjugation of labor” for more than fifteen years, in the words
the business press,* which often accurately reports the percep-
of a highly class-conscious business community, dedicated
class war.
If these perceptions are valid, then the path to a world that
more just and more free lies well outside the range set forth by
vilege and power. | cannot hope to establish such conclusions
re, but only to suggest that they are credible enough to con-
fer with care. And to suggest further that prevailing doctrines
ld hardly survive were it not for their contribution to “regi-
iting the public mind every bit as much as an army regiments
¢ bo dies of its soldiers,” to quote again from Edward Bernays
hile presenting to the business world the lessons that had been
med from wartime propaganda (see page 53f ),
~ Quite strikingly, in both of the world's leading democra-
% there was a growing awareness of the need to “apply the
ans” of the highly successful propaganda systems of World War
' the organization of political warfare,” as the chairman of the
tish Conservative party put the matter seventy years ago
Hsonian liberals in the United States, including public intellec-
and prominent figures in the developing profession of polit-
s , drew the same conclusions in the same years In
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mer of Western civilization, Adolf Hitler vowed that
”””“_””,M oﬂ.nﬂ:!i would not be defeated in the Eovumuﬂ_“_»u <_~..
and he also devised his own i-J to _“vv? ”r—”o_.“mnuma of Anglo.

i nda to political warfare a :
>3n£uy%qhﬂn the _ucn“v:os world warned of “the hazard fac.
ing industrialists” in “the newly realized political vot“ o_. -_rn
masses,” and the need to wage and win “the n<n_.._u=§m wle _.o«
the minds of men" and “indoctrinate citizens Snr. the capita .”
story” until “they are able to play back the story i:r.a:-nrna e b
fidelity"; and so on, in uw impressive flow, accompanie cven
o .Bﬁ““”*“ﬂ”n true meaning of the “political and ono..
nomic principles” that are declared to be ..,_.S wave of the JER_.Y
it is of course necessary to go beyond rhetorical flourishes .,”.o .v:
lic pronouncements and to investigate actual practice ,-_&r. 58“

nal documentary record. Close examination of particular M.u_ano
the most rewarding path, but these must be nr&m: nﬂm ly to
give a fair picture. There are some natural n:.._n__:nn.rn:o -n-H
sonable approach is to take the examples chosen by t ﬁﬂq
nents of the doctrines themselves, as their 512.2. n-ﬁ...x_ t -
s to investigate the record where influence is .wﬁ-:! a 5.39
ference least, so that we see the operative principles in "-.nu”_“:.aon :
form. If we want to determine what the Kremlin meant by

racy” and “human rights,” we will pay little heed to Pravda’s S_M__”
denunciations of racism in the United States or state terror i o
client regimes, even less to protestation of noble :..MMB&. Far =...oo.
te of affairs in the “people’s ocracics
instructive is the state o o S__”n
designated “gatekeeper and model” as well. Latin America .m:.ou ;
obvious testing ground, particularly the Central >=._n o
Caribbean region. Here Washington has faced few external €

iples of policy, and
lenges for almost a century, so the guiding principl _.ncnv_ i

and how that

Eastern Europe. The point is elementary,

of today's neoliberal "Washington consensus,” ‘na
clearly when we examine the state of the region,
came about.

e
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[tis of some interest that the exercise is rarely undertaken,
ind if proposed, castigated as extremist or worse. | leave it as an
ise for the reader,” merely noting that the record teaches use-
l lessons about the political and economic principles that are to
¢ "the wave of the future”
3 Washington's "crusade for democracy,” as it is called, was
vaged with particular fervor during the Reagan years, with Latin
kmerica serving as the chosen terrain. The results are commonly
d as a prime illustration of how the United States became
he inspiration for the triumph of democracy in our time," to
ote the editors of a leading intellectual journal of American lib-
alism.* The most recent scholarly study of democracy describes
revival of democracy in Latin America” as “impressive” but
ot unproblematic; the “barriers to implementation” remain “for-
ble," but can be perhaps be overcome through closer inte-
ation with the United States. The author, Sanford Lakoff, singles
) ~the “historic North American Free Trade Agreement
A)" as a potential instrument of democratization. In the
gion of traditional U.S, influence, he writes, the countries are
joving toward democracy, having “survived military intervention”
nd “vicious civil war"”?
Let us begin by looking more closely at these recent cases,
al ones given overwhelming LS. influence, and the ones
: selected to illustrate the achievements and promise of
merica’s mission.”
. The primary “barniers to implementation” of democracy,
koff suggests, are efforts to protect “domestic markets’—that is,
¥ t foreign (mainly US.) corporations from gaining even
ater control over the society. We are to understand, then, that
mocracy is enhanced as significant decision making shifts even
e into the hands of unaccountable private tyrannies, mostly for-
n-based. Meanwhile the public arena is to shrink still further as
‘State is “‘minimized” in accordance with the neoliberal politi-
d economic principles that have emerged triumphant. A study
e World Bank points out that the new orthodoxy represents
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“a dramatic shift away from a pluralist, participatory Enu._ of pali-
tics and towards an authoritarian and technocratic ideal,” one thay
is very much in accord with leading elements of twentieth century
liberal and progressive thought, and in another vanant, _ro___.hs.a.
ist model, the two are more similar than often recognized
Thinking through the background, we gain some useful
insight into the concepts of democracy and markets, in the oper-
ative sense. .
Lakoff does not look into the “revival of democracy” in
Latin America, but he does cite a scholarly source that includes a
contribution on Washington's crusade in the 1980s. The 2:.—.9 is
Thomas Carothers, who combines scholarship with an »:WERJ per-
spective,” having worked on “democracy enhancement nanﬂau
in Reagan's State Department.'' Carothers regards é.um—.:ﬁ.aau
“impulse to promote democracy” as “sincere,” but largely a failure.

Within the United States itself, “top-down democracy” is
mly rooted in the Constitutional system. ' One may argue, as some
prians do, that these principles lost their force as the national
ritory was conquered and settled. Whatever one's assessment of
years, by the late nincteenth century the founding doctrines
pok on a new and much more oppressive form. When James Madi.
on spoke of “rights of persons,” he meant persons. But the growth
 the industrial economy, and the rise of corporate forms of eco-
pmic enterprise, led to a completely new meaning of the term. In
gurrent official document, "Person' is broadly defined to include any
dividual, branch, partnership, associated group, association,
tate, trust, corporation or other organization (whether or not orga-
zed under the laws of any State), or any government entity,"™ a
pncept that would have shocked Madison and others with intel-
ctual roots in the Enlightenment and classical liberalism.

Furthermore, the failure was systematic: where Washington's influ-
ence was least, in South America, there was real progress toward
democracy, which the Reagan Administration un:&u:« opposed,
later taking credit for it when the process proved irresistible. Where
Washington's influence was greatest, progress was least, and where
it occurred, the ULS. role was marginal or negative. His general con:
clusion is that the LLS. sought to maintain “the basic order of . .aE.n.
undemocratic societies’ and to avoid “populist-based nruamn..

“inevitably [seeking] only limited, top-down forms of democratic
change that did not risk upsetting the traditional structures of power
with which the United States has long been allied ”

The last clause requires a gloss. The term United States is
conventionally used to refer to structures of power within the
United States; the “national interest” is the interest of these groups,
which correlates only weakly with interests of the general popu-
lation. So the conclusion is that Washington sought Sv-aaﬁw
forms of democracy that did not upset traditional structures ©
power with which the structures of power in the United States have

long been allied. Not a very surprising fact, or much of a histon-
cal novelty

These radical changes in the conception of human rights
id democracy were introduced primarily not by legislation but
r judicial decisions and intellectual commentary. Corporations,
thich previously had been considered artificial entities with no
ights, were accorded all the rights of persons, and far more, since
ey are “immortal persons,” and “persoms” of extraordinary wealth
ind power. Furthermore, they were no longer bound to the spe-
ific purposes designated by State charter but could act as they
hose, with few constraints. "
Conservative legal scholars bitterly opposed these inno-
Wtions, recognizing that they undermine the traditional idea that
ights inhere in individuals, and undermine market principles as
2ll. But the new forms of authoritarian rule were institutional-
2ed, and along with them the legitimation of wage labor, which
¥2s considered hardly better than slavery in mainstream Ameri-
an thought through much of the nineteenth century, not only by
rising labor movement but also by such figures as Abraham Lin-
dIn, the Republican party, and the establishment media "*
These are topics with enarmous implications for under-
Manding the nature of market democracy. Again, | can only men-
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tion them here. The material and ideological outcome helps
explain the understanding that “democracy” abroad must reflect
the model sought at home: top-down forms of control, with the
public kept to a spectator role, not participating in the arena of
decision making, which must exclude these “ignorant and med-
dlesome outsiders,” according to the mainstream of modern demo-
cratic theory. But the general ideas are standard and have solid
roots in the tradition, radically modified, however, in the new era
of “collectivist legal entities.”

Returning to the “victory of democracy” under US guid-
ance, neither Lakoff nor Carothers asks how Washington main-
tained the traditional power structure of highly undemocratic
socicties. Their topic is not the terrorist wars that left tens of thou-
sands of tortured and mutilated corpses, millions of refugees, and
devastation perhaps beyond recovery—in large measure wars
against the Chureh, which became an enemy when it adopted “the
preferential option for the poor,” trying to help suffering people
to attain some measure of justice and democratic rights. It is more
than symbolic that the terrible decade of the 1980s opened with
the murder of an archbishop who had become “a voice for the
voiceless,” and closed with the assassination of six leading Jesuit
intellectuals who had chosen the same path, in cach case by ter-
rorist forces armed and trained by the victors of the “crusade for
democracy.” One should take careful note of the fact that the —3._
ing Central American dissident intellectuals were doubly assassi-
nated. both murdered and silenced. Their words, indeed their very
existence, are scarcely known in the United States, unlike dissic
dents in enemy states, who are greatly honored and admired

Such matters do not enter history as recounted by the vic-
tors. In Lakoff's study, which is not untypical in this regard, irnm
survives are references to “military intervention” and “civil wars,

with no external factor identified. These matters will not so quickly

be put aside, however, by those who seck a better grasp of the prin-

ciples that are 1o shape the future, if the structures of power have

their way.
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Particularly revealing is Lakolf's description of Nicaragua,
again standard: A civil war was ended following a democratic elec-
on, and a difficult effort is underway to create a more prosper-
us and self-governing society " In the real world, the superpower
attacking Nicaragua escalated its assault after the country’s first
de tic election. The election of 1984 was closely monitored
nd recognized as legitimate by the professional association of
Latin American scholars (LASA), Irish and British parliamentary
elegations, and others, including a hostile Dutch government del-
gation that was remarkably supportive of Reaganite atrocities, The
sading figure of Central American democracy, José Figueres of
osta Rica, also a critical observer, nevertheless regarded the elec-
pns as legitimate in this “invaded country,” calling on Washing-
on to allow the Sandinistas “to finish what they started in peace;
)ey deserve it.” The United States strongly opposed the holding
he elections and sought to undermine them, concerned that
emocratic elections might interfere with its terronist war. But that
pncern was put to rest by the good behavior of the doctrinal sys-
em, which barred the reports with remarkable efficiency, reflex-
jely adopting the state propaganda line that the elections were
saningless fraud '*
Overlooked as well is the fact that as the next election
hed on schedule,"”” Washington left no doubt that unless
he results came out the right way, Nicaraguans would continue
) endure the illegal economic warfare and “unlawful use of force”
hat the World Court had condemned and ordered terminated, of
purse in vain. This time the outcome was acceptable, and hailed
jthe United States with an outburst of exuberance that is highly
n : ﬂw‘ﬂ._-
. At the outer limits of cnitical independence, columnist
nthony Lewis of the New York Times was overcome with admira-
on for Washington's ‘experiment in peace and democracy,” which
dowed that “we live in a romantic age.” The experimental meth-
5 were no secret, Thus Time magazine, joining in the celebra-
on as “democracy burst forth” in Nicaragua, outlined them
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frankly: to “wreck the economy and prosecute a long u:.ﬂ n.“.&%
proxy war until the exhausted natives overthrow mrn ::5”_“ : gov-
ernment themselves,” with a cost to us that is ‘minimal, nu<.“
the victim “with wrecked bridges, tcoﬁmna _...o.tn_. E:”ma. ‘“
ruined farms,” and providing Washington's candidate wit -_ :.*
ning issue,” ending the “impoverishment of the peop n_ oa
Nicaragua,” not to speak of the continuing terror, _“.‘.nznq BM_.n
unmentioned To be sure, the cost to them was —z.&_w.. B.M.: _ :
Carothers notes that the toll “in per capita ~.n==u .i-« n.-rq_:wn»m... vm
higher than the number of LLS. persons killed in .rn. _..._.r i
War and all the wars of the twentieth century 8...?.1& 3 4 e M.:”»
come was a “Victory for US. Fair Play," a r.n-&.:m in the :.._ o ;
Times exulted, leaving Americans “United in Joy,” in the style o
Korea.
>_¢-=.-.ﬂ..—.“ _“MH.”% of this “romantic age,” and the 3-23:.8
them in enlightened circles, tell us more about the mnaon-u”x —ﬂ“.:
ciples that have emerged victorious. They also shed some lig o
why it is such a “difficult effort” to “create a more ﬂaam.ua.”sz
self-governing society” in Nicaragua, It is true that the _n o::..:oq.
underway, and is meeting with some success for a privileged =
ity, while most of the population faces social and nnoi“_ o
aster. all in the familiar pattern of Western Anv.n:unsn._nn ... K
that it is this example that led the Naw Republic editors to lau .z i
selves as “the inspiration for the triumph of democracy in our time,
joini i s.
e ﬁn”ﬂ:ﬁ“ﬂﬂ .nh.““. the victorious principles by recall-
ing that these same representative figures of liberal .:R__nnﬂcuﬂu._”
had urged that Washington's wars must be waged 303“_”& <.3u3
military support for “Latin-style fascists . ._dnuq.&at 0 o“< o
are murdered " because “there are higher >_.=n=nn.: uao:- 7.”&.8«_
Salvadoran human rights.” Elaborating, New Republic editor Mi .
Kinsley, who represented the leftin Su.:..:_n.ﬂ“.r .n%m::”ﬁnﬂ“”: g
on debate, cautioned against unt it .
%un“”“_%o:.n official policy of attacking undefended nz.__”” “M
gets. Such international terrorist operations cause “vast civi
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ring,” he acknowledged, but they may be “perfectly legitimate”
if “cost-benefit analysis” shows that "the amount of blood and mis-
‘ery that will be poured in’ yields "democracy,” as the world rulers
definc it. Enlightened opinion insists that terror is not a value in
tself, but must meet the pragmatic criterion. Kinsley later observed
that the desired ends had been achieved. ‘Impoverishing the peo-
ple of Nicaragua was precisely the point of the contra war and the
...”._, llel policy of economic embargo and veto of international
development loans,” which ‘wreck(ed] the cconomy” and
creat{ed) the economic disaster [that] was probably the victori-
opposition’s best election issue.” He then joined in welcom-

¥

the “triumph of democracy” in the “free election” of 1990 '
o Client states enjoy similar privileges. Thus, commenting on
et another of Israel’s attacks on Lebanon, foreign editor HD.S.
[iree of the Bostow Globe, who had graphically reported the first
major invasion fifteen years carlier, commented that “if shelling
ebanesc villages, even at the cost of lives, and driving civilian
efugees north would secure Israel’s border, weaken Hezbollah, and
fomote peace, | would say go to it, as would many Arabs and
raclis. But history has not been kind to Isracli adventures in
tbanon. They have solved very little and have almost always
aused more problems.” By the pragmatic criterion, then, the mur-
erof many civilians, expulsion of hundreds of thousand of refugees,

id devastation of southern Lebanon is a dubious proposition
) Bear in mind that 1 am keeping to the dissident sector of
, able opinion, what is called "the left," a fact that tells us more
out the victorious principles and the intellectual culture within
hich they find their place.
Also revealing was the reaction to periodic Reagan Admin-
Fation allegations of Nicaraguan plans to obtain jet interceptors
1 the Soviet Union (the United States having coerced its allies
O refusing 10 sell them). Hawks demanded that Nicaragua be
mbed at once. Doves countered that the charges must first be
tfied, but if they were, the United States would have to bomb
Maragua. Sane observers understood why Nicaragua might want

e == e |
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jet interceptors: to protect its territory from CIA averflights that
were supplying the LS. proxy forces and providing them with up.
to-the-minute information so that they could follow the directive
to attack undefended “soft targets.” The tacit assumption is that
no country has a right to defend civilians from U.S. attack, a doc-
trine that reigned virtually unchallenged in the mainstream.

The pretext for Washington's terrorist wars was self.
defense, the standard official justification for just about any mon.
strous act, even the Nazi Holocaust. Indeed Ronald Reagan,
finding “that the policies and actions of the government of
Nicaragua constitute an unusual and extraordinary threat to the
national security and foreign policy of the United States,” declared
‘a national emergency to deal with that threat” arousing no
ridicule.”* By similar logic, the USSR had every nght to attack
Denmark, a far greater threat to its security, and surely Poland and
Hungary when they took steps toward independence. The fact
that such pleas can regularly be put forth is again an interesting
comment on the intellectual culture of the victors, and another
indication of what lies ahead.

Let us move on to NAFTA, the "historic” agreement that
may help to advance U S -style democracy in Mexico, Lakoff sug-
gests. A closer look is again informative. The NAFTA agreement
was rammed through Congress over strenuous popular opposition
but with overwhelming support from the business world and the
media, which were full of joyous promises of benefits for all con-
cerned, also confidently predicted by the US. Intemational Trade
Commission and leading sconomists equipped with the most up-
to-date models (which had just failed miserably to predict the dele-
terious consequences of the ULS -Canada Free Trade Agreement,
but were somehow going to work in this case). Completely sup-
pressed was the careful analysis by the Office of Technology
Assessment (the research bureau of Congress), which concluded

that the planned version of NAFTA would harm most of the pop-
ulation of North America, proposing modifications that could ren-
der the agreement beneficial beyond small circles of investment
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nd finance. Still more instructive was the suppression of the offi-
gial position of the US. labor movement, presented in a similar
gnalysis. Meanwhile labor was bitterly condemned for its “back-
ward, unenlightened” perspective and “crude threatening tactics”
notivated by “fear of change and fear of foreigners’, | am again
npling only from the far left of the spectrum, in this case,
sthony Lewis. The charges were demonstrably false, but they
pere the only word that reached the public in this inspiring exer-
ise of democracy Further details are most illuminating, and
eviewed in the dissident literature at the time and since, but kept
r the public eye, and unlikely 10 enter approved history.**
. By now, the tales about the wonders of NAFTA have qui-
etly been shelved, as the facts have been coming in. One hears no
ore about the hundreds of thousands of new jobs and other great
enefits in store for the people of the three countries. These good
gs have been replaced by the "distinctly benign economic
ewpoint’—the "experts’ view"—that NAFTA had no significant
rcts. The Wall Street Jourmal reports that “administration officials
?E:d.um by their inability to convince voters that the threat
doesn't hurt them” and that job loss is ‘much less than predicted
xow- Perot,” who was allowed into mainstream discussion (unlike
e OTA, the Labor movement, economists who strayed from the
Narty Line, and of course dissident analysts) because his claims were
jometimes extreme and easily ridiculed. Quoting the sad obser-
vation of an administration official, the Journal reports further that
hard to fight the critics’ by telling the truth—that the trade
pact 'hasn't really done anything ™ Forgotten i1s what “the truth”
was going to be when the impressive exercise in democracy was
r g full steam ahead ™
While the experts have downgraded NAFTA to "no sig-
hificant effects,” dispatching the earlier "experts view” to the mem-
iry hole, a less than “distinctly benign economic viewpoint” comes
into focus if the “national interest” is widened in scope to include
he general population. Testifying before the Senate Banking Com-
Mttee in February 1997, Federal Reserve Board Chair Alan
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Greenspan was highly optimistic about .ﬁoﬂ....uEa economic
expansion” thanks to “atypical restraint on compensation .:n:..wnﬁ
[which] appears to be mainly the consequence of a.qnu,n._m MSM ﬂn
insecurity"—an obvious desideratum for a just S..:n? ¢ nr.
ruary 1997 Economic Report of the President, taking v:..unr.: the
administration’s achievements, refers more obliquely mO nr ..:.62
in labor market institutions and practices” as a factor in the “sig-
nificant wage restraint” that bolsters the rno_nr. of the economy.
One reason for these benign changes is %m__nu out in a
study commissioned by the NAFTA Labor mnn.RBau. on *”nrnn &nh.u.nﬂ.
of the sudden closing of the plant on the principle of : o
association and the right of workers to organize in the three coun-
tries” The study was carried out under NAFTA 4-_2 in response
to a complaint by telecommunications workers on ___nuu_m_._”- v.an_
tices by Sprint. The complaint was upheld by the C .: ationa
Labor Relations Board, which ordered trivial penalties a n_._wmu_w
of delay, standard procedure. The NAFTA study, by noam ﬂ .
Labor economist Kate Bronfenbrenner, was authorized for
but delayed by the Clinton Admin-
istration. It reveals a significant impact of NAFTA on a.q:rn.“nu”«..
ing. About half of union organizing efforts are disrupt .
employer threats to transfer production .wr.d-& tor nx_uavt__and
placing signs reading "Mexico Transfer Job" in front of a p w__..“.: s
there is an organizing drive. The threats are not idle: w et
organizing drives nevertheless succeed, employers close the pla .
in whole or in part at triple the pre-NAFTA rate ?vo:.. 15 va_,nﬂ_da
of the time). Plant-closing threats are almost .tn._.ﬂn Mo.“..vnr in mo
i i  manufacturing vs. con
iy ..q_.‘ﬂ..““:““n%i” practices reported in the study are ille-
gal, but that is a rechnicality, on a par with violations of .:._Mﬂ_un.
tional law and trade agreements when outcomes are ==w93 g
The Reagan Administration had made it clear to the business -M._ -
that their illegal anti-union activitics would not be hampe

versity
release by Canada and Mexico,

the criminal state, and successors have kept to this stand. .;Q.H
has been a substantial effect on destruction of unions—or in Mo
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polite words, “changes in labor market institutions and practices”
hat contribute to “significant wage restraint” within an economic
offered with great pride to a backward world that has not
grasped the victorious principles that are to lead the way to
and justice ™
What was stressed outside the mainstream about the goals
of NAFTA is also now quictly conceded: the real goal was to “lock
Mexico in" to the “reforms” that had made it an “economic mira-
Uw 8" in the technical sense of this term: a “miracle” for US.
investors and the Mexican rich, while the population sank into mis-
ry. The Clinton Administration “forgot that the underlying pur-
pose of NAFTA was not to promote trade but to cement Mexico's
conomic reforms,” Newsweek correspondent Marc Levinson loftily
eclares, failing only to add that the contrary was loudly pro-
Jaimed to ensure the passage of NAFTA while critics who pointed
ut this “underlying purpose” were largely excluded from the free
. of ideas by its owners.
Perhaps someday the likely reasons will be conceded too.
cking Mexico in” to these reforms, it was hoped, would deflect
he danger detected by a Latin America Strategy Development
4 op in Washington in September 1990. It concluded that
lations with the brutal Mexican dictatorship were fine, though
Jere was a potential problem: “a 'democracy opening’ in Mexico
uld test the special relationship by bringing into office a gov-
iment more interested in challenging the US. on economic and
.,.,\ pnalist grounds"—no longer a serious problem now that Mex-
D is “locked into the reforms” by treaty. The LLS. has the power
disregard treaty obligations at will, not Mexico.”’
In brief, the threat is democracy, at home and abroad, as
: n example again illustrates, Democracy is permissible,
v welcome, but again, as judged by outcome, not process.
IFTA was considered to be an effective device to diminish the
®at of democracy. It was implemented at home by effective sub-
%ion of the democratic process, and in Mexico by force, over
stantial but vain public protest. ** The results are now presented

CCU
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as a hopeful instrument to bring American-style democracy to
benighted Mexicans. A cynical observer aware of the facts might
agree,

Once again, the chosen illustrations of the triumph of
democracy are natural ones, and are interesting and revealing as
well, though not quite in the intended manner.

The announcement of the Clinton Doctrine was accom-
panied by a prize example to illustrate the victorious principles.
the administration’s achievement in Haiti, Since this is again
offered as the strongest case, it is appropriate to look at it.

True, Haiti's elected president was allowed to return, but
only after the popular organizations had been subjected to three
years of terror by forces that retained close connections to Wash-

ington throughout; the Clinton Administration still refuses to turn
aver to Haiti 160,000 pages of documents on state terror seized
by LLS. military forces—"to avoid embarrassing revelations” about
U.S. government involvement with the coup regime, according to
Human Rights Watch ** It was also necessary to put President Ans.
tide through “a crash course in democracy and capitalism,” as his
leading supporter in Washington described the process of civiliz-

ing the troublesome priest.

The device is not unknown elsewhere, as an unwelcome

transition to formal democracy is contemplated

As a condition on his return, Aristide was compelled to
accept an economic program that directs the policies of the Hait-
jan government to the needs of “Civil Society, especially the pn-
vate sector, both national and foreign’s LS. investors are
designated to be the core of Haitian civil society, along with
wealthy Haitians who backed the military coup, but not the Hait-
jan peasants and slum dwellers who organized a civil socicty 50
lively and vibrant that they were even able to elect their own pres-
ident against overwhelming odds, cliciting instant U.S. hostility

and efforts to subvert Haiti's first democratic regime. ™

The unacceptable acts of the “ignorant and meddlesome
outsiders” in Haiti were reversed by violence, with direct US. com-
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plicity, not only through contacts with the state terrorists in charge
The Organization of American States declared an embargo. The
and Clinton Administrations undermined it from the start by
exc pting LLS. firms, and also by secretly authorizing the Tex-
aco Oil Company to supply the coup regime and its wealthy sup-
. in violation of the official sanctions, a crucial fact that was
prominently revealed the day before U S. troops landed to “restore
d smocracy”’' but has yet to reach the public, and is another
kely candidate for the historical record.

Now democracy has been restored. The new governme
has been forced to abandon the democratic and 33:3»& van_a._”“
hat scandalized Washington, and to follow the policies of Wash-
on's candidate in the 1990 election, in which he received 14
t of the vote,
The background of this triumph provides no little insight
z.n “political and economic principles” that are to lead us to
| glorious future. Haiti was one of the world's richest colonial prizes
_, ong with Bengal) and the source of a good part of France's
ve, ._-.. It has been largely under ULS. control and tutelage since
fllson’s Marines invaded eighty years ago. By now the country
I h a catastrophe that it may scarcely be habitable in the not-
distant future. In 1981 a USAID-World Bank development
ihtegy was initiated, based on assembly plants and agroexport
hifting land from food for local consumption. USAID forecast .L
istoric n.__::wn toward deeper market interdependence with the
dnited States” in what would become “the Taiwan of the
bribb n." The World Bank concurred, offering the usual pre-
fiptions for “expansion of private enterprises” and minimization
i "social objectives,” thus increasing inequality and poverty and
ok ing health and educational levels. It may be noted. for what
worth, that these standard prescriptions are offered side by
‘ ,t:r sermons on the need to reduce inequality and poverty
improve health and educational levels. In the Haitian case, the
Bnsequences were the usual ones: profits for U'S manufacturers
d the Haitian super-rich, and a decline of 56 percent in Hait-
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ian wages through the 1980s—in short, an *economic miracle
Haiti remained Haiti, not Taiwan, which had followed a radically
different course, as advisers must surely know.

It was the effort of Haitis first democratic L-_..uﬁaan.” to
alleviate the growing disaster that called forth Washington's hos-
tility and the military coup and terror that followed. With “democ-
racy restored,” USAID is withholding aid to ensure that cement and
flour mills are privatized for the benefit of wealthy Haitians and
foreign investors (Haitian “Civil Society,” according to the orders
that accompanied the restoration of democracy), while barring
expenditures for health and education. Agribusiness receives ample
funding, but no resources are made available for peasant agricul-
ture and handicrafts, which provide the income of the over-
whelming majority of the population. Foreign-owned Ganav.?
plants that employ workers (mostly. women) at well below subsis-
tence pay under horrendous working conditions benefit from cheap
electricity, subsidized by the generous supervisor, But for the Hait-
jan poor—the gencral population—there can be no subsidies for
electricity, fuel, water, or food; these are prohibited by IMF _.u._o.
on the principled grounds that they constitute “price control.

Before the “reforms’ were instituted, local rice production
supplied virtually all domestic needs, with important _:.r..umnm to
the domestic economy. Thanks to one-sided “liberalization,” it now
provides only 50 percent, with the predictable effects on the econ-
omy. Haiti must “reform " eliminating tariffs in accord with the
stern principles of economic science—which, by some miracle ol
logic, exempt LLS, agribusiness, it continues to receive huge pub-
lic subsidies, increased by the Reagan Administration to the point
where they provided 40 percent of growers’ gross incomes by 1987.
The natural consequences are understood: a 1995 USAID report
observes that the “export-driven trade and investment policy” ._.i
Washington mandates will “relentlessly squeeze the domestic nee
farmer." who will be forced to turn to the more rational pursuit of
agroexport for the benefit of LS. investors, in accord with the
principles of rational expectations theory ¥
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By such methods, the most impoverished country in the
hemisphere has been wrned into a leading purchaser of LS. -pro-
duced rice, enriching publicly subsidized U S. enterprises. Those
; enough to have received a good Western education can
doubtless explain that the benefits will trickle down to Haitian
peasants and slum dwellers—ultimately.
The prize example tells us more about the meaning and
implications of the victory for “democracy and apen markets
Haitians seem to understand the lessons, even if doctrinal
sanagers in the West prefer a different picture. Parliamentary elec-
tons in April 1997 brought forth “a dismal 5 percent” of voters,
he press reported, thus raising the question, “Did Haiti Fail U S
Hope?" ¥ We have sacrificed so much to bring them democracy,
it they are ungrateful and unworthy. One can see why “realists”
rge that we stay aloof from crusades of “global meliorism *
' Similar attitudes hold throughout the hemisphere. Polls
how that in Central America, politics elicits “boredom,” “distrust,”
d “indifference” in proportions far outdistancing “interest” or
thusiasm” among “an apathetic public, . which feels itself a spec-
tor in its democratic system”’ and has “general pessimism about
¢ future." The first Latin America survey, sponsored by the EU,
pund much the same; “the survey's most alarming message,” the
razilian coordinator commented, was “the popular perception that
ply the elite had benefited from the transition 10 democracy. "™
atin American scholars observe that the recent wave of democ-
tization caincided with neoliberal economic reforms, which have
cen harmful for most people, leading to a cynical appraisal of for-
I democratic procedures. The introduction of similar programs
M the richest country in the world has had similar effects, as already

Let us return to the prevailing doctrine that “America’s vic-
ory in the cold war” was a victory for democracy and the free mar-
t. With regard to democracy, the doctrine is partially true,

bugh we have to understand what is meant by “democracy”; top-
own control “to protect the minority of the opulent against the
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majority.” What about the free market? Here too, we find that doc-
wrine is far removed from reality, as the example of Haiti once again
illustrates.

Consider again the case of NAFTA, an agreement intended
to lock Mexico into an economic discipline that protects investors
from the danger of a “democracy opening.” It is not a “free trade
agreement " Rather, it is highly protectionist, designed to impede
East Asian and Furopean competitors. Furthermore, it shares with
the global agreements such antimarket principles as “intellectual
property rights” restrictions of an extreme sort that rich societies
never accepted during their period of development, but that they
now intend to use to protect home-based corporations: to destroy
the pharmaceutical industry in poorer countries, for example—and,
incidentally, to block technological innovations, such as improved
production processes for patented products allowed under the tra-
ditional patent regime. Progress is no more a desideratum than mar.
kets, unless it yields benefits for those who count.

There are also questions about the nature of “trade " Over
half of LS. trade with Mexico is reported to consist of intrafirm
transactions, up about 15 percent since NAFTA. Already a decade
ago, mostly U.S -owned plants in northern Mexico, employing few
workers and with virtually no linkages to the Mexican economy,

produced more than 33 percent of the engine blocks used in us.
cars, and 75 percent of other essential components. The post-
NAFTA collapse of the Mexican economy in 1994, exempting only
the very rich and LLS. investors {protected by U S. government
bailouts), Jed to an increase of ULS.-Mexico trade as the new cri-
sis, driving the population to still deeper misery, “transformed Mex-
ico into a cheap [i.e., even cheaper] source of manufactured goods,
with industrial wages one-tenth of those in the LS. " the business
press reports. According to some specialists, half of US trade
worldwide consists of such centrally managed transactions, and

much the same is true of other industrial powers,” though one must

treat with caution conclusions about institutions with limited pub-

lic accountability. Some economists have plausibly described the
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world system as one of “corporate mercantilism,” remote from the
ideal of free trade. The OECD concludes that “oligopolistic com-
petition and strategic interaction among firms and governments
rather than the invisible hand of market forces condition today’s
competitive advantage and international division of labor in high-
chnology industries,” " implicitly adopting a similar view.
Even the basic structure of the domestic economy violates
the neoliberal principles that are hailed. The main theme of the
standard work on ULS. business history is that "modern business
enterprise took the place of market mechanisms in coordinating
the activities of the economy and allocating its resources,” han-
dling many transactions internally, another large departure from
aarket principles.”” There are many others. Consider, for exam-
sle, the late of Adam Smith's principle that the free movement of
people—across borders, for example—is an essential component
of free trade. When we move on to the world of transnational cor-
porations, with strategic alliances and enitical support from pow-
states, the gap between doctrine and reality becomes
substantial
Public statements have to be interpreted in the light of
. realities, among them Clinton's call for trade-not-aid for
Africa, with a series of provisions that just happen to benefit LS.
nvestors and uplifting rhetoric that manages to avoid such mat.
ters as the long record of such approaches and the fact that the
United States already had the most miserly aid program of any
developed country even before the grand innovation. Or to take
the obvious model, consider Chester Crocker’s outline of Reagan
Administration plans tor Africa in 1981, “We support open mar-
..A.w #t opportunities, access to key resources, and expanding African
d American economies,” he said, and want to bring African coun-
tries ‘into the mainstream of the free market economy.”** The state-
ment may seem to surpass cynicism, coming from the leaders of
the “sustained assault™ against the “free market economy.” But
Crocker’s rendition is fair enough, when it is passed through the
of really existing market doctrine. The market opportuni-
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ties and access to resources are for foreign investors and their local
associates, and the economies are to expand in a specilic way, pro-
tecting “the minority of the opulent against the majonty * The opu-
lent, meanwhile, merit state protection and public subsidy. How
clse can they flourish, for the benehit of all?

Of course, the United States is not alone in its concep-
tons of “free trade,” even if its ideologues often lead the cynical
chorus. The gap between rich and poor countries from 1960 is sub-
stantially attributable to protectionist measures of the rich, a UN
development report concluded in 1992. The 1994 report concluded
that “the industrial countries, by violating the principles of free
trade, are costing the developing no::inu*n.: n...sau"n”- $50 ~.=_.

ear—nearly equal to the total flow of foreign assistance —
_._“M“ﬂ M. it v:e_.n__vwavc&nnm export promotion.” ._.rn _ooo. Global
Report of the UN Industrial Development Organization estumates
that the disparity between the richest and poorest 20 percent of
the world population increased by over 50 percent from 1960 to
1989, and predicts "growing world inequality resulting from a,rn
globalization process.” That growing disparity holds within the rich
societies as well, the United States leading the way, Britain not ?_..
behind. The business press exults in *spectacular” and “stunning
profit growth, applauding the extraordinary concentration of
wealth among the top few percent of the population, while for the
majority, conditions continue to stagnate of decline.

The corporate media, the Clinton Administration, and the
cheerleaders for the American Way proudly offer themselves um n
model for the rest of the world, buried in the chorus of self-acclaim
are the results of deliberate social policy of recent <32...~ for exam-
ple, the “basic indicators” just published by UNICEFE,* revealing
that the United States has the worst record among the industrial
countries, ranking alongside Cuba—a poor third world country
under unremitting attack by the hemispheric superpower for almost
forty years—by such standards as mortality for children under five.
It also holds records for hunger, child poverty, and other basic
social indicators.
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All of this takes place in the richest country in the world,
ith unparalleled advantages and stable democratic institutions,
but also under business rule, to an unusual extent. These are fur-
her auguries for the future, if the “dramatic shift away from a plu-
alist, participatory ideal of politics and towards an authoritarian
nd technocratic ideal” proceeds on course, worldwide,

It is worth noting that in secret, intentions are often spelled
wut honestly, For example, in the carly post-World War |l period,
Ceorge Kennan, one of the most influential planners and consid-
red a leading humanist, assigned each sector of the world its “func-
jon": Africa’s function was to be “exploited” by Europe for its
ec tion, he observed, the United States having little inter-
st in it. A year earlier, a high-level planning study had urged “that
poperative development of the cheap foodstutfs and raw mate-
fals of northern Africa could help forge European unity and cre-
te an cconomic base for continental recovery,” an interesting
sencept of "cooperation.™' There is no record of a suggestion that
frica might “exploit” the West for its recovery from the “global
seliorism” of the past centuries
In this review, | have tried to follow a reasonable method-
logical principle: to evaluate the praise for the “political and eco-
ic principles” of the world dominant power by keeping
rimarily to illustrations sclected by the advocates themselves, as
: heir strongest cases. The review is brief and partial, and deals with
1 that are obscure and not well understood. My own judg-
pent, for what it is worth, is that the sample is fair enough, and
hat it yiclds a sobering picture of the operative principles as well

of the likely “wave of the future” if they prevail unchallenged.
Even if accurate, the picture is seriously misleading, pre-
bisely because it is so partial: missing entirely are the achievements
df those who really are committed to the finc principles pro-
tlaimed, and to principles of justice and freedom that reach far
beyond. This is primarily a record of popular struggle secking to
Tode and dismantle forms of oppression and domination, which
dmetimes are all too apparent but are often so deeply entrenched
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as to be virtually invisible, even to their victims. The record is rich
and encouraging, and we have every reason to suppose that it can
be carried forward. To do so requires a realistic assessment of exist.
ing circumstances and their historical origins, but that is of course
only a bare beginning.

Skeptics who dismiss such hopes as utopian and naive have
only to cast their eyes on what has happened right here in South
Africa in the last few years, a tribute to what the human spirit can
accomplish, and its limitless prospects. The lessons of these
remarkable achicvements should be an inspiration to people every-
where, and should guide the next steps in the continuing struggle
here too, as the people of South Africa, fresh from one great vic-
tary, turn to the still more difficult challenges that lic ahead
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Major changes have taken place in the global order in the
jast quarter century. By 1970 the “affluent alliance” of the post-
f@ar years was running on to the rocks, and there was growing pres-
are on corporate profits. Recognizing that the United States was
0 longer able to play the role of “international banker” that had
een so beneficial to ULS -based multinationals, Richard Nixon dis-
pantled the international economic order (the Bretton Woods sys-
xm), suspending the convertibility of the dollar to gold, imposing
age-price controls and an import surcharge, and initiating fiscal
ieasures that directed state power, beyond the previous norm, to
.”.;. for the rich. These have been the guiding policies since,
ceelerated during the Reagan years and maintained by the "New
lemocrats.” The unremitting class war waged by business sectors
vas intensified, increasingly on a global scale.
Nixon's moves were among several factors that led to a huge
crease in unregulated financial capital and a radical shift in its use,
rom long-term investment and trade to speculation. The effect has
been to undermine national economic planning as governments are
tompelled to preserve market “credibility,” driving many economies
A , d a low-growth, high-unemployment equilibrium,” Cam-
midge University economist John Eatwell comments, with stag-
121
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nating or declining real wages, increasing poverty and inequality,
and booming markets and profits for the few. The parallel process
of internationalization of production provides new weapons 1o
undermine working people in the West, who must accept an end
to their “luxurious” lifestyle and agree 10 “flexibility of labor mar-
kets” (not knowing whether you have a job tomorrow), the busi-
ness press orates happily. The return of most of Eastern Europe to
its third world origins enhances these prospects considerably. The
attack on workers' rights, social standards, and functioning democ-
racy throughout the world reflects these victories.

The triumphalism among narrow elite sectors is quite under.
standable, as is the despair and anger outside privileged circles,

The New Year's Day uprising of Indian peasants in Chia-
pas can readily be understood in this general context. The upris-
ing coincided with the enactment of NAFTA, which the Zapatista
army called a “death sentence” for Indians, a gift to the rich that
will deepen the divide between narrowly concentrated wealth and
mass misery, and destroy what remains of the indigenous society.

The NAFTA connection is partly symbolic; the problems
are far deeper “We are the product of 500 years of struggle,” the
Zapatistas declaration of war stated. The struggle today is “for
work, land, housing, food, health care, education, independence,
freedom, democracy, justice, and peace " “The real background,”
the vicar-general of the Chiapas diocese added, “is complete mar-
ginalization and poverty and the frustration of many years trying
to improve the situation.”

The Indian peasants are the most aggrieved victims of Mex-
ican government policies. But their distress is widely shared. “Any-
one who has the opportunity to be in contact with the millions of
Mexicans who live in extreme poverty knows that we are living with
a time bomb,” Mexican columnist Pilar Valdes observed.

In the past decade of economic reform, the number of peo-
ple living in extreme poverty in rural areas increased by almost a
third. Half the total population lacks resources to meet basic needs,

a dramatic increase since 1980, Following International Monctary
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Fund (IMF)-Warld Bank prescriptions, agricultural production was
shifted to export and animal feeds, beneliting agribusiness, foreign
c ers, and affluent sectors in Mexico while malnutrition
became 2 major health problem, agricultural employment
declined, productive lands were abandoned, and Mexico began to
import massive amounts of food. Real wages in manufacturing fell
sharply. Labor’s share in gross domestic product, which had risen
until the mid-1970s, has since declined by well over a third. These
are standard concomitants of neoliberal reforms. IMF studies show
*a strong and consistent pattern of reduction of labor share of
_ come” under the impact of its “stabilization programs” in Latin
America, economist Manuel Pastor observes.

The Mexican Secretary of Commerce hailed the fall in
as an inducement to foreign investors. So it is, along with
pression of labor, lax enforcement of environmental restrictions,
ind the general orientation of social policy to the desires of the
leged minority. Such policies are naturally welcomed by the
manufacturing and financial institutions that are extending their
w pntrol over the global economy, with the assistance of mislabeled
“free trade” agreements.

. NAFTA is expected to drive large numbers of farm work-
1s off the land, contributing to rural misery and surplus labor Man-
. ng employment, which declined under the reforms, is
d to fall more sharply. A study by Mexico's leading busi-
pess journal, El Finarciero, predicted that Mexico would lose almost
er of its manufacturing industry and 14 percent of its jobs
the first two years. "Economists predict that several million Mex-
gans will probably lose their jobs in the first five years after the
accord takes effect,” Tim Golden reported in the New York Times.
I processes should depress wages still further while increas-
g profits and polarization, with predictable effects in the United
States and Canada.

A large part of the appeal of NAFTA, as its more forth-
Fight advocates regularly stressed, is that it “locks in” the neolib-
eral reforms that have reversed years of progress in labor rights
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population that are useless for profit-making, driven to poverty and
despair. If they cannot be confined to urban slums, they will have
to be controlled in some other way.

Like the timing of the Zapatista rebellion, the legislative
coincidence was of more than mere symbolic significance.

The NAFTA debate focused largely on job flows, about
which little 1s understood. But a more confident expectation is that
wages will be held down rather broadly. “Many economists think
NAFTA could drag down pay,” Steven Pearlstein reported in the
Washington Post, expecting that “lower Mexican wages could have
a gravitational eftect on the wages of Americans.” That is expected
even by NAFTA advocates, who recognize that less skilled work-
ers—about 70 percent of the work force—are likely to suffer wage
loss.

The day after the congressional vote approving NAFTA,
the New York Times ran its first review of the expected effects of the
treaty on the New York region. The review was upbeat, consis-
tent with the enthusiastic support throughout. [t focused on the
expected gainers: sectors “based in and around finance,” “the
region’s banking, telecommunications, and service firms,” insurance
companies, investment houses, corporate law firms, the PR indus-
try, management consultants, and the like. It predicted that some
manufacturers might gain, primarily in high tech industry, pub-
lishing, and pharmaceuticals, which will benefit from the protec-
tionist measures designed 1o ensure that major corporations control
the technology of the tuture. In passing, the review mentioned that
there will also be losers, “predominantly women, blacks and His-
panics,” and “semi-skilled production workers” generally: that is,
most of the population of a city where 40 percent of children
already live below the poverty line, suffering health and educa-
tional disabilities that “lock them in” to a bitter fate

Noting that real wages have fallen to the level of the 1960s
for production and nonsupervisory workers, the Congressional
Office of Technology Assessment, in its analysis of the planned
{and implemented) version of NAFTA, predicted that it “could fur-
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ther lock the United States into a low-wage, low-productivity
future,” though revisions proposed by OTA, labor, and other crit-
¢ er admitted to the debate—could benefit the populations
in all three countries.

: The version of NAFTA that was cnacted is likely to accel-
erate a “welcome development of transcendent importance” (Wall
Street Journal): the reduction of LLS. labor costs to below any major
industrial country apart from England. In 1985, the US. ranked at
the high end among the seven major state capitalist economies (G-
7), as one would expect of the richest country in the world. In a more
integrated economy, the impact is worldwide, as competitors must
accommodate. GM can move to Mexico, or now to Poland, where
it can find workers at a fraction of the cost of Western labor and be
. d by high tariffs and other restrictions. Volkswagen can
to the Czech Republic to benefit from similar protection, tak-
ing the profits and leaving the government with the costs. Daim-
ler-Benz can make similar amangements in Alabama. Capital can
A freely, workers and communities suffer the consequences.
while the huge growth of unregulated speculative capital
powerful pressures against stimulative government policies.
. There are many factors driving global society towards a
low-wage, low-growth, high-profit future, with increasing polar-
ization and social disintegration. Another consequence is the fad-
ing of meaningful democratic processes as decision making is
vested in private institutions and the quasi-governmental structures
that are coalescing around them, what the Financial Times calls a “de
facto world government” that operates in secret and without
i tability.

These developments have little to do with economic lib-
ralism, a concept of limited significance in a world in which a vast
: mponent of “trade” consists of centrally-managed intrafirm trans-
.. ons (half of LLS. exports to Mexico pre-NAFTA, for example—
‘exports” that never enter the Mexican market), Meanwhile private
P demands and receives protection from market forces, as in
the past.



m- Chomsky ! Profit Over People

“The Zapatistas really struck a chord with a large segment
of the Mexican populace,” Mexican political scientist Eduardo Gal.
lardo commented shortly after the rebellion, predicting that the
effects would be wide-ranging, including steps toward breaking
down the long-standing electoral dictatorship. Polls in Mexico
backed that conclusion, reporting majonity support for the reasons
given by the Zapatistas for their rebellion. A similar chord was
struck worldwide, including the rich industrial societies, where
many people recognized the concerns of the Zapatistas to be not
unlike their own, despite their very different circumstances. Sup.
port was further stimulated by imaginative Zapatista initiatives to
reach out to wider sectors and to engage them in common or par-
allel efforts to take control of their lives and fate. The domestic
and international solidarity was doubtless a major factor in deter-
ring the anticipated brutal military repression, and has had a dra-
matic energizing effect on organizing and activism worldwide.

The protest of Indian peasants in Chiapas gives only a bare
glimpse of “time bombs” waiting to explode, not only in Mexico.

Much of this article ariginally appeared in
In These Times, February 21, 1994




Let's begin with some simple points, assuming conditions
that now prevail—not, of course, the terminus of the unending
le for freedom and justice.

There is a "public arena” in which, in principle, individu-
als can participate in decisions that involve the general society:
how public revenues are obtained and used, what foreign policy
will be, etc. In a world of nation-states, the public arena is primarily
ental, at various levels. Democracy functions insofar as
individuals can participate meaningfully in the public arena, mean-
while running their own affairs, individually and collectively, with-
out illegitimate interference by concentrations of power.
Functioning democracy presupposes relative equality in access to
resources—matenial, informational, and other—a truism as old as
Aristotle. In theory, governments are instituted to serve their
"domestic constituencies’ and are to be subject to their will. A mea-
sure of functioning democracy, then, is the extent to which the
theory approximates reality, and the “domestic constituencies” gen-
uinely approximate the population.

In the state capitalist democracies, the public arena has
been extended and enriched by long and bitter popular struggle.
131
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Meanwhile concentrated private power has labored to restrict it
These conflicts form a good part of modern history, The most
effective way to restrict democracy is to transfer decision making
from the public arena to unaccountable institutions, kings and
princes, priestly castes, military juntas, party dictatorships, or mod.-
ern corporations. The decisions reached by the directors of GE
affect the general society substantially, but citizens play no role
in them, as a matter of principle (we may put aside transparent
myth about market and stockholder “democracy”)

Systems of unaccountable power do offer some choices to
citizens. They can petition the king or the CEO, or join the rul-
ing party. They can try to rent themselves to GE, or buy its prod-
ucts. They can struggle for rights within tyrannies, state and
private, and in solidarity with others, can seek to limit or dismantle
illegitimate power, pursuing wraditional ideals, including those that
animated the LS. labor movement from its early origins: that those
who work in the mills should own and run them.

The “corporatization of America” during the past century
has been an attack on democracy—and on markets, part of the shift
from something resembling “capitalism” to the highly administered
markets of the modem state/corporate era. A current variant is
called “minimizing the state,” that is, transferring decision-mak-
ing power from the public arena to somewhere else: “to the peo-
ple,” in the rhetoric of power, to private tyranmies, in the real world.
All such measures are designed to limit democracy and to tame
the “rascal multitude,” as the population was called by the self-des-
ignated “men of best quality” during the first upsurge of democ-
racy in the modemn penod, in seventeenth century England; the
“responsible men," as they call themselves today. The basic prob-
lems persist, constantly taking new forms, calling forth new mea-
sures of control and marginalization, and leading to new forms of
popular struggle.

The so-called “free trade agreements” are one such device
of undermining democracy. They are designed to transfer decision
making about people's lives and aspirations into the hands of pni-
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vate tyrannies that operate in secret and without public supervi-
sion or control. Not surprisingly, the public doesn't like them. The
ppposition is almost instinctive, a tribute to the care that s taken
to insulate the rascal multitude from relevant information and
understanding

Much of the picture is tacitly conceded. We've just wit-
nessed yet another illustration: the effort of the past months to pass
*Fast Track” legislation that would permit the executive to nego-
tiate trade agreements without congressional oversight and pub-
lic awareness; a simple yes or mo will do. "Fast Track” had near
unanimous support within power systems, but as the Wall Street Jour-
nal ruefully observed, its opponents may have an “ultimate weapon”:
the majority of the population. The public continued to oppose
the legislation despite the media barrage, foolishly believing that
they ought to know what is happening to them and have a voice

in determining it. Similarly, NAFTA was ammed through over pub-

lic opposition, which remained firm despite the near unanimous

“and enthusiastic backing of state and corporate power, including

their media, which refused even to allow the position of the prime
opponents (the labor movement) to be expressed while denounc-
ing them for various invented misdeeds.’

Fast Track was portrayed as a free trade issue, but that is
inaccurate. The most ardent free trader would strongly oppose Fast
Track if she or he happened to believe in democracy, the issue at
stake. That aside, the planncd agreements hardly qualify as free

trade agreements any more than NAFTA or the GATT/WTO

treaties, matters discussed elsewhere,

The official reason for Fast Track was articulated by Deputy
LS. Trade Representative Jeffrey Lang: “The basic principle of
negotiations is that only one person [the President] can negotiate
for the US"* The role of Congress is to rubber.stamp, the role
of the public is to watch—preferably, to watch something else.
The "basic principle’ is real enough, but its scope is nar-
row. It holds for trade, but not for other matters: human rights, for
example. Here the principle is the opposite: members of Congress
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must be granted every opportunity to ensure that the United Statey
maintains its record of nonratification of agreements, one of the
worst in the world. The few enabling conventions even to reach
Congress have been held up for years, and even the rare endorse.
ments are burdened with conditions rendering them inoperative
in the United States; they are “non self-executing” and have spe.
cific reservations,

Trade is one thing, torture and rights of women and chil-
dren another.

The distinction holds more broadly. China is threatened
with severe sanctions for failing to adhere to Washington's pro-
tectionist demands, or for interfering with its punishment of
Libyans. But terror and torture elicit a different response. in this
case, sanctions would be “counterproductive.” They would ham-
per our efforts to extend our human rights crusade to suffering
people in China and its domains, just as reluctance to train Indone-
sian military officers *diminishes our ability to positively influence
[their] human nights policies and behavior,” as the Pentagon
recently explained. The missionary effort in Indonesia therefore
must proceed, evading congressional orders. That is only rea-
sonable. It suffices to recall how LS. military training “paid div-
idends” in the early 1960s, and “encouraged” the military to carry
out their necessary tasks, as Defense Secretary Robert McNamara
informed Congress and the President after the huge army-led mas-
sacres of 1965, which left hundreds of thousands of corpses in a
few months, a “staggering mass slaughter” (New York Times) that
elicited unconstrained euphoria among the “men of best quality”
(the Time included), and rewards for the "moderates” who had con-
ducted it. McNamara had particular praise for the training of
Indonesian military officers in LS. universities, “very significant
factors’ in setting the “new Indonesian political elite” (the mili-
tary) on the proper course.

In crafting its human rights policies for China, the admin-
istration might have also recalled the constructive advice of a
Kennedy military mission to Colombia: “As necessary execute
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paramilitary, sabotage, and/or terrorist activities against known
communist proponents” (a term that covers peasants, union orga-
pizers, human rights activists, etc.). The pupils learned the lessons
|, compiling the worst human rights record of the 1990s in the
hemisphere with increasing U.S. military aid and training.

Reasonable people can easily understand, then, that it
would be counterproductive to press China too hard on such mat-
ters as torture of dissidents or atrocities in Tibet. That might even
cause China to suffer the *harmful effects of a society isolated from
American influence,” the reason adduced by a group of corporate
executives for removing the US. trade barriers that keep them from
Cuban markets, where they could labor to restore the *helpful
effects of American influence” that prevailed from the “liberation”
100 years ago through the Batista years, the same influences that
have proven so benign in Haiti, El Salvador, and other contem-
porary paradises—by accident, yielding profits as well ?

Such subtle discriminations must be part of the armory of
those who aspire to respectability and prestige. Having mastered
_them, we can see why investors’ rights and human rights require
such different treatment. The contradiction about the “basic prin-
ciple” is only apparent.

Propaganda's Black Holes

It is always enlightening to seek out what is omitted in pro-
paganda campaigns. Fast Track received enormous publicity. But
several crucial issues disappeared into the black hole that is
reserved for topics rated unfit for public consumption. One is the
fact, already mentioned, that the issue was not trade agreements
but rather democratic principle; and that in any event the agree-
ments were not about free trade. Still more striking was that
throughout the intense campaign, there appears to have been no
public mention of the upcoming treaty that must have been at the
forefront of concern: the Multilateral Agreement on Investment
(MAI), a far more significant matter than bringing Chile into
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NAFTA or other tidbits served up to illustrate why the President
alone must negotiate trade agreements, without public interference.

The MAI has powerful support among financial and
industrial institutions, which have been intimately involved in its
planning from the outset: for example, the United States Coun-
cil for International Business, which, in its own words, “advances
the global interests of American business both at home and
abroad * In January 1996 the Council even published A Guide to
the Multilateral Agreement on Investment, available to its business con-
stituencies and their circles, surely to the media. Even before Fast
Track was brought to Congress, the Council requested the Clin-
ton Administration to include the MAI under the then-pending
legislation, the Miami Herald reported in July 1997—apparently
the first mention of the MAI in the press, and a rare one; we
return to details * .

Why then the silence during the Fast Track controversy,
or about the MAI altogether? A plausible reason comes to mind.
Few political and media leaders doubt that were the public to be
informed, it would be less than overjoyed about the MAI Oppo-
nents might once again brandish their “ultimate weapon,” if the
facts break through. It only makes sense, then, to conduct the MAI
negotiations under a “veil of secrecy,” to borrow the term used by
the former Chief lustice of Australia's High Court, Sir Anthony
Mason, condemning his government’s decision to remove from
public scrutiny the negotiations over "an agreement which could
have a great impact on Australia if we ratify it"*

No similar voices were heard here. It would have been
superfluous: the veil of secrecy was defended with much greater
vigilance in our free institutions.

Within the United States, few know anything about the
MAI, which has been under intensive negotiation in the OECD
since May 1995. The original target date was May 1997, Had the
goal been reached, the public would have known as much about
the MAI as they do about the Telecommunications Act of 1996,
another huge public gift to concentrated private power, kept largely
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to the business pages. But the OECD countries could not reach
agreement on schedule, and the target date was delayed a year

The original and preferred plan was to forge the treaty in
the World Trade Organization. But that effort was blocked by third

_ world countries, particularly India and Malaysia, which recognized

that the measures being crafted would deprive them of the devices
that had been employed by the rich to win their own place in the
sun. Negotiations were then transferred to the safer quarters ol the
OECD, where, it was hoped, an agreement would be reached “that
emerging countries would want to join,” as the London Economist
delicately put it*—on pain of being barred from the markets and
resources of the rich, the familiar concept of “free choice” in sys-
tems of vast inequality of power and wealth,

For almost three years, the rascal multitude has been kept
in blissful ignorance of what is taking place. But not entirely. In
the third world it had become a live issue by carly 1997 7 In Aus-
tralia, the news broke through in January 1998 in the business
pages, eliciting a flurry of reports and controversy in the national
press; hence Sir Anthony's condemnation, speaking at a conven-

tion in Melbourne. The opposition party “urged the government

to refer the agreement to the Parliamentary committee on treaties
before signing it," the press reported. The government refused to
provide Parliament with detailed information or to permit parlia-

~ mentary review. Our “position on the MAl is very clear,” the gov-

ermment responded: “We will not sign anything unless it is
demonstrably in Australia’s national interest to do so.” In brief,

 “We'll do as we choose”—or more accurately, as our masters tell

us; and following the regular convention, the “national interest”
will be defined by power centers, operating in closed chambers.

Under pressure, the government agreed a few days later to
allow a parliamentary committee to review the MAL Editors reluc-
tantly endorsed the decision: it was necessary in reaction to the
“xenophobic hysteria” of the “scaremongerers” and the “unholy
alliance of aid groups, trade unions, environmentalists and the odd
conspiracy theorist * They warned, however, that after this unfor-
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tunate concession, it i “vitally important that the Government does
not step back any further from its strong commitment” to the MAL
The government denied the charge of secrecy, noting that a draft
of the treaty was available on the Internet—thanks to the activist
groups that placed it there, after it was leaked to them *

We can be heartened: democracy flourishes in Australia
after all!

In Canada, now facing a form of incorporation into the
United States accelerated by “free trade,” the “unholy alliance”
achieved much greater success. For a year, the treaty has been dis-
cussed in leading dailies and news weeklies, on prime time national
TV, and in public meetings. The Province of British Columbia
announced in the House of Commons that it "is strongly
opposed” to the proposed treaty, noting its “unacceptable restric-
tions” on elected governments at the federal, provincial, and local
levels; its harmful impact on social programs (health care, etc ) and
on environmental protection and resource management, the extra-
ordinary scope of the definition of “investment”; and other attacks
on democracy and human nghts. The provincial government was
particularly opposed to provisions that allow corporations to sue
governments while they remain immune from any liability, and to
have their charges scttled in “unelected and unaccountable dispute
panels,” which are to be constituted of “trade experts,” operating
without rules of evidence or transparency, and with no possibil-
ity of appeal.

The veil of secrecy having been shredded by the rude
noises from below, it became necessary for the Canadian govern-
ment to reassure the public that ignorance is in their best inter-
est. The task was undertaken in a national CBC TV debate by
Canada’s Federal Minister of International Trade, Sergio Marchi:
he “would like to think that people feel reassured,” he said, by the
“honest approach that | think is exuded by our Prime Minister” and
“the love of Canada that he has”

That ought to settle the matter. So democracy is healthy
north of the border woo.
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According to CBC, the Canadian government—like Aus-
tralia—"has no plans at this time for any legislation on the MAL"
and “the trade minister says it may not be necessary,” since the MAI
"is just an extension of NAFTA"

There has been discussion in the national media in Eng-
land and France, but | do not know whether there or elsewhere in
the free world it was felt necessary to assure the public that their
interests are best served by faith in the leaders who “love them "
“exude honesty,” and steadfastly defend “the national interest.”

Not too surprisingly, the tale has followed a unique course
in the world's most powerful state, where “the men of best qual-
ity" declare themselves the champions of freedom, justice, human
rights, and—above all—democracy. Media leaders have surely
known all along about the MIA and its broad implications, as have
public intellectuals and the standard experts. As already noted, the
business world was both aware and actively involved. But in a most
impressive show of self-discipline, with exceptions that amount to
statistical error, the free press has succeeded in keeping those who
rely on it in the dark—no simple task in a complicated world,

The corporate world overwhelmingly supports the MAL
Though silence precludes citation of evidence, it is a fair guess that
the sectors of the corporate world devoted o enlightening the pub-
lic are no less enthusiastic. But once again, they understand that
the "ultimate weapon” may well be unsheathed if the rascal mul-
titude gets wind of the proceedings. The dilemma has a natural
solution. We've been observing it now for almost three years

Worthy and Unworthy Constituencies

Defenders of the MAI have one strong argument: critics
do not have enough information to make a fully convincing case.
The purpose of the "veil of secrecy” has been to guarantee that out-
come, and the efforts have had some success. That is most dra-
matically true in the United States, which enjoys the world's most
stable and long-lasting democratic institutions and can properly
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claim 10 be the model for state-capitalist democracy. Given this
experience and status, it is not surprising that the principles of
democracy are clearly understood in the United States, and lucidly
articulated in high places. For example, the distinguished Harvard
political scientist Samuel Huntington, in his text American Politics,
observes that power must remain invisible if it is to be effective:
“The architects of power in the United States must create a force
that can be felt but not seen. Power remains strong when it remains
in the dark, exposed to the sunlight it begins to evaporate " He
illustrated the thesis in the same year (1981) while explaining the
function of the “Sovict threat”: “You may have to sell [interven-
tion or other military action] in such a way as to create the mis-
impression that it is the Soviet Union that you are fighting. That
is what the United States has been doing ever since the Truman
Doctrine "™

Within these bounds—"creating misimpression” to delude
the public, and excluding them entirely—responsible leaders are
to pursue their craft in democratic societies.

Nonetheless, it is unfair to charge the OECD powers with
conducting the negotiations in secret. After all, activists did suc-
ceed in putting a draft version on the Internet, having illicitly
obtained it. Readers of the “alternative press” and third world jour-
nals, and those infected by the “unholy alliance,” have been fol-
lowing the proceedings since early 1997 at least. And keeping to
the mainstream, there is no gainsaying the direct participation of
the organization that “advances the global interests of American
businesses,” and their counterparts in other nich countries.

But there are a few sectors that have somehow been aver-
looked the U S Congress, for example. Last November, twenty-
five House representatives sent a letter to President Clinton stating
that the MAI negotiations had “come to our attention’—presum-
ably through the efforts of activists and public interest groups "'
They asked the president to answer three simple questions

First, “Given the Administration’s recent claims that it can-
not negotiate complicated, multisectoral, multilateral agreements

“The Ulrimate Weapon™ |141

without fast track authority, how has the MAI neasly been com-
pleted,” with a text “as intricate as NAFTA or CATT" and with pro-
visions that "would require significant limitations on U.S. laws and
policy concerning federal, state, and local regulation of invest-
ment?”

Second, "How has this agreement been under negotiation
since May 1995, without any Congressional consultation or over-
sight, especially given Congress’ exclusive constitutional author-
ity to regulate international commerce?”

Third, “The MAI provides expansive takings language that
would allow a foreign corporation or investor to directly sue the
LLS. government for damages if we take any action that would
restrain ‘enjoyment’ of an investment. This language is broad and
vague and goes significantly beyond the limited concept of tak-
ings provided in ULS. domestic law Why would the LLS, willingly
cede sovereign immunity and expose itsell to liability for damages
under vague language such as that concerning taking any actions
‘with an equivalent effect’ of an ‘indirect’ expropriation?”

On point three, the signatories might have had in mind
the suit by the Ethyl Corporation—famous as the producer of
leaded gasoline—against Canada, demanding $250 million to
cover losses from “expropriation” and damages to Ethyl's “good rep-
utation” caused by Canadian legislation to ban MMT, a gasoline
additive. Canada regards MMT as a dangerous toxin and signifi-
cant health risk, in agreement with the U.S. Environmental Pro-
tection Agency, which has sharply restricted its use, and the state
of California, which has banned it entirely. The suit also demands
damages for the “chilling effect” of Canada’s law, which has caused
New Zealand and other countries to review their use of MMT,
Ethyl charges. Or perhaps the signers were thinking of the suit
against Mexico by the US. hazardous-waste management firm
Metalclad, asking $90 million in damages for “expropriation”
because a site they intended to use for hazardous wastes was
declared part of an ecological zone. ™

These suits are proceeding under NAFTA rules, which per-
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mit corporations to sue governments, according them in effect the
rights of national states (not mere persons, as before). The inten-
tion presumably is to explore and it possible expand the (vague)
limits of these rules. In part they are probably just intimidation, a
standard and often effective device available to those with deep
pockets to obtain what they want through legal threats that may
be completely frivolous."’

“Considering the enormity of the MAI's potential impli-
cations,” the congressional letter to the president concluded, “we
cagerly await your answers to these questions.” An answer finally
reached the signers, saying nothing. The media were advised of
all of this, but | know of no coverage."*

Another group that has been overlooked, along with Con-
gress, is the population. Apart from trade journals, there was, to
my knowledge, no coverage in the mainstream press until mid-
1997, and there has been virtually none since. As mentioned, the
Miami Herald reported the MAL in July 1997, noting the enthusi-
asm and direct involvement of the business world. The Chicago T~
bune carried a report in December, observing that the matter has
“received no public attention or political debate,” apart from
Canada. In the United States, “this obscurity seems deliberate,” the
Tribune reports. “Government sources say the administration. . is not
anxious to stir up more debate about the global economy.” In the
light of the public mood, secrecy is the best policy, relying on the
collusion of the information system.

The Newspaper of Record broke its silence a few months
later, publishing a paid advertisement by the International Forum
on Globalization, which opposes the treaty. The ad quotes a
headline in Business Week, which describes the MAI as “the explo-
sive trade deal you've never heard of." “The accord. ..would
rewrite the rules of foreign ownership—affecting everything from
factories to real estate and even securities. But most lawmakers
have never even heard of the Multilateral Agreement on Invest
ment because secretive talks by the Clinton Administration have
been carried out beneath congressional radar,” and the media have
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kept to the White House agenda. Why? the International Forum
asks, implicitly answering with a review of the basic features of
the treaty.

A few days later (February 16, 1998), NPR's Morming Edi-
tiow ran a segment on the MAL A week later, the Chrstian Science
Monitor ran a (rather thin) piece. The New Republic had already taken
notice of rising public concern over the MAL The issue had not
been properly covered in respectable sectors, The New Republic con-
cluded, because “the mainstream press,” while “generally skewed
to the left . .is even more deeply skewed toward internationalism.”
Press lefties therefore failed to recognize the public opposition to
Fast Track in time and have not noticed that the same trouble-
makers “are already girding [for] battle” against the MAL The press
should confront its responsibilities more seriously and launch a pre-
emptive strike against the “MAI paranota” that has “ricocheted
through the Internet” and even led 1o public conferences. Mere
ridicule of “the flat earth and black helicopter crowd” may not be
enough. Silence may not be the wisest stance if the rich countries
are to be able to “lock in the liberalization of international invest-
ment law just as GATT codified the liberalization of trade.”

On April 1, 1998, the Washington Post brought the news to
a national audience in an opinion picce by editorial staffer Fred
Hiatt. He offers the ritual derision of critics and of the claim of
*secrecy”—the text was, after all, placed (illicitly) on the Web by
activists. Like others who sink to this level of apologetics, he fails
to draw the obvious consequences: that the media should grace-
fully exit the stage. Any meaningful evidence they use could be
discovered by ordinary folk with diligent search, and analysis/com-
mentary/debate are declared irrelevant.

Hiatt writes that the "“MAI hasn't yet attracted much atten-
tion in Washington" —in particular, in his journal—a year after
the first date for signing passed, and three weeks before the 1998
target date. He limits his coverage to a few vacuous official com-
ments, presented as unquestioned fact, and adds that the gov-
ermnment has “learned from fast-track that they have to consult,
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while treaties are still being shaped, more than ever before—
unions, local officials, environmentalists as others.” As we have
observed."

Perhaps in reaction to the congressional letter or the sur.
facing of the crazies, Washington issued an official statement on
the MAl on February 17, 1998, The statement, by Undersecretary
of State Stuart Eizenstat and Deputy ULS. Trade Representative Jef-
frey Lang, received no notice to my knowledge. The statement is
boilerplate, but deserves front-page headlines by the standards of
what had already appeared (essentially nothing). The virtues of
the MAI are taken as self-evident; no description or argument is
offered. On such matters as labor and the environment, “takings
etc., the message is the same as the one delivered by the govern.
ments of Canada and Australia: “Trust us, and shut up*

Of greater interest is the good news that the United States
has taken the lead at_the OECD in ensuring that the agreement
“complements our broader efforts,” hitherto unknown, “in support
of sustainable development and promotion of respect for labor
standards.” Eizenstat and Lang “are pleased that participants agree
with us” on these matters. Furthermore, the other OECD coun-
tries now “agree with us on the importance of working closely with
their domestic constituencies to build a consensus” on the MAL
They join us in understanding “that it is important for domestic
constituencies to have a stake in this process.”

“In the interest of greater transparency,” the official state-
ment adds, “the OECD has agreed to make public the text of the
draft agreement,” perhaps even before the deadline is reached.'

Here we have, at last, a ringing testimonial to democracy
and human rights. The Clinton Administration is leading the world,
it proclaims, in ensuring that its “domestic constituencies” play an
active role in "building a consensus” on the MAL

Who are the “domestic constituencies™? The question is
readily answered by a look at the uncontested facts. The business
world has had an active role throughout Congress was not
informed, and the annoying public—the “ultimate weapon'—was
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consigned to ignorance. A straightforward exercise in elementary
logic informs us exactly who the Clinton Administration takes to
be its "domestic constituencies”

That is a useful lesson. The operative values of the pow-
erful are rarely articulated with such candor and precision. To be
fair, they are not a LS. monopoly. The values are shared by
state/private power centers in other parliamentary democracies,
and by their counterparts in socicties where there is no need to
indulge in rhetorical flourishes about “democracy.”

The lessons are crystal clear. It would take real talent to
miss them, and to fail to see how well they illustrate Madison’s
warnings over 200 years ago, when he deplored "the daring
depravity of the times” as the “stockjobbers will become the pre-
torian band of the government-—at once its tools and its tyrant,
bribed by its largesses, and overawing it by clamors and combi-
nations.”

These observations reach to the core of the MAI. Like
much of public policy in recent years, particularly in Anglo-Amer-
ican societies, the treaty is designed to undercut democracy and
rights of citizens by transferring even more decision-making
authority 10 unaccountable private institutions, the governments
for whom they are “the domestic constituencies,” and the inter-
national organizations with whom they share "common interests.*

The Terms of the MAI

What do the terms of the MAl actually state, and portend?
If the facts and issues were allowed to reach the public arena, what
would we discover?

There can be no definite answer to such questions. Fven
if we had the full text of the MAL a detailed list of the reserva-
tions introduced by signatories, and the entire verbatim record of
the proceedings, we would not know the answers, The reason is
that the answers are not determined by words, but by the power
relations that impose their interpretations. Two centuries ago, in
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the leading democracy of his day, Oliver n.b_._mq.::___ o_x.ﬁdn.m ﬁun
“laws grind the poor, and rich men make the _uf —the ew:.:.ﬁ_ .._g_m
that is, whatever fine words may say. The principle Ra_u.:: vali
These are, again, truisms, with broad application. In the
US. Constitution and its amendments, one can find nothing nru-”
authorizes the grant of human rights (speech, freedom from n..n!n.
and seizure, the right 1o buy elections, etc.) to what legal r_...o”.."
ans call “collectivist legal entities," organic entities that r~<_n t
rights of “immortal persons —rights far beyond Ecmn of rea vM.Q
sons, when we take into account their power, and :nr.ﬁ now __..m
extended to those of states, as we have seen One will onua__. t M
UN Charter in vain to discover the basis for the Eﬂrm..:v. claime _
by Washington to use force and violence to achieve “the nationa
interest,” as defined by the immortal persons iro cast ,Q<nn s0Ci-
ety the shadow called "politics,” in John Dewey's n.<onun<n QMB—Hn
The US. Code defines “terrorism’ with great n_-:,Q. .u.i us. EM.
provides severe penaltics for the crime. But one will find no w rnA.
ing that exempts ‘the architects of power” from punishment for their
exercises of state terror, not to speak of their monstrous n:M:mMM (as
long as they enjoy Washington's good graces): Suharto, = -“a
Hussein, Mobutu, Noriega, and others great and small. Ast . nu__ .
ing human rights organizations point out year -:nw xon... <5“iw_
sl US. foreign aid is illegal, from the leading recipient on d
the list, because the law bars aid to countries that engage in _Qﬂ
tematic torture,” That may be law, but is it the meaning ..; .—.m aw?
The MAI falls into the same category. There is a to...z
case” analysis, which will be the right analysis if ..veta_. _.uaz_m,.
in the dark,” and the corporate lawyers who are its hired hands
are able to establish their interpretation of the purposely no:”o.
luted and ambiguous wording of the draft treaty. There are .o—”m
threatening interpretations, and they could turn out to be the right
ones. if the “ultimate weapon” cannot be contained, u..n. democ-
ratic procedures influence outcomes. Among these possible 9”
comes is the dismantling of the whole structure and the
illegitimate institutions on which it rests. These are matters for pop-
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ular organization and action, not words,

Here one might raise criticism of some of the critics of the
MAI (myself included). The texts spell out the rights of “investors,”
not citizens, whose rights are correspondingly diminished. Crit-
ics accordingly call it an “investor rights agreement,” which is true
enough, but misleading. Just who are the “investors'?

Half the stocks in 1997 were owned by the wealthiest 1
percent of houscholds, and almost 90 percent by the wealthiest
tenth (concentration is still higher for bonds and trusts, compa-
rable for other assets), adding pension plans leads only to slightly
more even distribution among the top fifth of houscholds. The
enthusiasm about the radical asset inflation of recent years is under-
standable. And effective control of the corporation lies in very few
institutional and personal hands, with the backing of law, after a
century of judicial activism. ™

Talk of “investors” should not conjure up pictures of Joe
Doakes on the plant floor, but of the Caterpillar Corporation,
which has just succeeded in breaking a major strike by reliance on
the foreign investment that is so highly lauded: using the remark-
able profit growth it shares with other “domestic constituencies”
to create excess capacity abroad to undermine efforts by working
people in lllinois to resist the erosion of their wages and working
conditions. These developments result in no slight measure from
the financial liberalization of the past twenty-five years, which is
to be enhanced by the MAI, it is worth noting too that this era of
financial liberalization has been one of unusually slow growth
(including the current "boom,” the poorest recovery in postwar his-
tory), low wages, high profits—and, incidentally, trade restrictions
by the rich.
A better term for the MAI and similar endeavors is not
“investor rights agreements” but “corporate rights agreements.”
The relevant “investors” are collectivist legal entities, not
persons as understood by common sense and the tradition, before
the days when modern judicial activism created contemporary
corporate power. That leads to another criticism. Opponents of
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the MAI often allege that the agreements grant too many rights
to corporations. But to speak of granting too many rights to the
king, or the dictator, or the slaveowner, is to give away (00 much
ground. Rather than “corporate rights agreements,” these mea-
sures might be termed, more accurately, “corporate power agree-
ments,” since it is hardly clear why such institutions should have
any rights at all

When the corporatization of the state capitalist societies
took place a century ago, in part in reaction to massive market
failures, conservatives—a breed that now scarcely exists—
objected to this attack on the fundamental principles of classical
liberalism And rightly so. One may recall Adam Smith's critique
of the "joint stock companies” of his day, particularly \f manage-
ment is granted a degree of independence; and his attitude toward
the inherent carruption of private power, probably a “conspiracy
against the public” when businessmen meet for lunch, in his acid
view, let alone when they form collectivist legal entities and
alliances among them, with extraordinary rights granted, backed,
and enhanced by state power.

With these provisos in mind, let us recall some of the
intended features of the MAI, relying on what information has
reached the concerned public, thanks to the “unholy alliance 4

“Investors” are accorded the right to move assets freely,
including production facilities and financial assets, without “gov-
ernment interference’ (meaning a voice for the public). By modes
of chicanery familiar to the business world and corporate lawyers,
the rights granted to foreign investors wransfer easily to domestic
investors as well Among democratic choices that might be barred
are those calling for local ownership, sharing of technology, local
managers, corporate accountability, living wage provisions, pref-
erences (for deprived areas, minorities, women, etc.), labor-con-
sumer-environmental protection, restrictions on dangerous
products, small business protection, support for strategic and
emerging industries, land reform, community and worker control

(that is, the foundations of authentic democracy), labor actions
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{which could be construed as illegal threats to order), and so on

“Investors” are permitted to sue governments at any level
for infringement on the rights granted them. There is no reci-
procity: citizens and governments cannot sue “investors.” The Ethyl
and Metalclad suits are exploratory initiatives.

No restrictions are allowed on investment in countries with
human rights violations: South Africa in the days of "constructive
engagement,” Burma today. It is to be understood, of course, that
the Don will not be hampered by such constraints. The votn.,?_
stand above treaties and laws.

N Constraints on capital flow are barred. for example, the
conditions imposed by Chile to discourage inflows of short-term
capital, widely credited with having insulated Chile somewhat from
the destructive impact of highly volatile financial markets subject
to unpredictable herdlike irrationality. Or more far-reaching mea-
sures that might well reverse the deleterious consequences of lib-
cralizing capital flows. Serious proposals to achieve these ends have
been on the table for years, but have never reached the agenda of
the “architects of power." It may well be that the economy is
harmed by financial liberalization, as the evidence suggests. But
that is a matter of little moment in comparison with the u&.ﬁ:-
tages conferred by the liberalization of financial flows for a quar-
ter century, initiated by the governments of the United States and
C..-n.. primarily. These advantages are substantial Financial liber-

alization contributes to concentration of wealth and provides pow-
erful weapons to undermine social programs. It helps bring about
the “significant wage restraint” and “atypical restraint on com-
pensation increases [that] appears to be mainly the consequence
of greater worker insecurity” that so encourage Fed chair Alan
”aamsavu.: E_a a._” Clinton Administration, sustaining the “eco-
ic miracle” that arouses awe a i i

deluded observers, particularly uv.dn.“_..o:w -

There are few surprises here. The designers of the post-
World War [l international economic system advocated freedom
of trade but regulation of capital, that was the basic framework of
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the Bretton Woods system of 1944, including the nJo:Q of __...n
IMF One reason was the (rather plausible) expectation that lib-
eralization of finance would impede freedom of trade. Another 4.:
the recognition that it would serve as a powerful weapon _-au_z.:
democracy and the welfare state, which had enormous public sup-
port. Regulation of capital would allow governments to carry o.E_
monetary and tax policies and to sustain full employment and .._o%o&
programs without fear of capital flight, U.S. :nae:uiq Harry Dex-
ter White pointed out, with the agreement of !.a British 8:::..__...*
part, John Maynard Keynes, Free flow of capital, in contrast, wou .
create what some international economists call a “virtual .Wn?.:n.
in which highly concentrated financial capital imposes its own
social policies on reluctant populations, punishing noﬁ:z:.n:a
that deviate by capital flight."* The Bretton /,Suo& -ﬁcav:cs_”
largely prevailed during the “Golden Age” of high levels of uq_Qt.
of the economy and productivity, and extension of the a..unF nn_..“._
tract, through the 19505 and 1960s. The system was dismant
by Richard Nixon with the support of Britain, and, _.s_n-. other
major powers. The new orthodoxy became institutionalized as vﬁ_n_
of the “Washington consensus.” Its outcomes conform rather we
to the expectations of the designers of the Bretton Woods system.
Enthusiasm for the "economic miracles” wrought by the
new orthodoxy is cbbing, however, among the managers of the
global economy, as the near disasters that have accelerated since
financial flows were liberalized from the 1970s have begun to
threaten the "domestic constituencies” as well as .rw general 1..7.
lic. Chief economist of the World Bank Joseph Stiglitz, the am:o:”
of the London Financial Times, and others close to the centers .“
power have begun to call for steps to regulate capital flows, —M -
lowing the lead of such bastions of respectability as the wu..”}mq
International Settlements. The World Bank has also somewhat
reversed course. Not only is the global economy very poorly ::.-n_,..»
stood. but serious weaknesses are becoming harder to .m:n_d u.u...
patch over. There may be changes, in ::!a&nﬁ!n. &:H:o:w.
Returning to the MAL, signatories are to be “locked in” for

twenty years. That is a “US. government proposal,” according to
the spokesperson for the Canadian Chamber of Commerce, who
doubles as senior adviser of investment and trade for IBM Canada,
and is selected to represent Canada in public debate !

The treaty has a built-in “ratchet” effect, a consequence
of provisions for “standstill” and “rollback.” “Standstill” means that
no new legislation is permitted that is interpreted as “noncon-
forming” to the MAIL "Rollback” means that governments are
expected to eliminate legislation already on the books that is inter-
preted as “nonconforming.” Interpretation, in all cases, is by you-
know-who. The goal is to "lock countries in to” arrangements that,
over time, will shrink the public arena more and more, transfer-
ring power to the approved "domestic constituencies” and their
international structures. These include a rich array of corporate
alliances to administer production and trade, relying on powerful
states that are to maintain the system while socializing cost and
risk for nationally based transnational corporations—virtually all

TNCGCs, according to recent technical studies.

The target date for signing the MAI was April 27, 1998,
but as it approached, it became clear that delays would be likely
because of rising popular protest and disputes within the club.
According to rumors filtering through the organs of power (mainly
the foreign business press), these include efforts by the European
Union and the United States to allow certain rights to constituent
states, EUl efforts to gain something like the vast internal market
that LS -based corporations enjoy, reservations by France and
Canada to maintain some control over their cultural industries (a
far greater threat to smaller countries), and European objections
to the more extreme and arrogant forms of LS. market interfer-
ence, such as the Helms-Burton act.

The Ecomomist reports further problems. Labor and envi-
ronmental issues, which “barely featured at the start,” are becoming
harder to suppress. It is becoming more difficult to ignore the para-
noids and flat-earthers who “want high standards written in for how
foreign investors treat workers and protect the environment,” and
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“their fervent attacks, spread via a network of Internet web sites, have
left negotiators unsure how to proceed ” One possibility would be
to pay attention to what the public wants. But that option is not men-
tioned. it is excluded in principle, since it would undermine the
whole point of the enterprise.

Even if deadlines are not met and the effort is abandoned,
that wouldn't show that it has “all been for nothing,” the Ecomomist
informs its constituency. Progress has been made, and “with luck,
parts of MAI could become a blueprint for a global WTO accord
on investment,” which the recalcitrant “developing countries” may
be mare willing to accept—after a few years of battering by mar-
ket irrationalities, the subsequent discipline imposed on the victims
by the world rulers, and growing awareness by elite elements that
they can share in concentrated privilege by helping to disseminate
the doctrines of the powerful, however fraudulent they may be,
however others may fare. We can expect “parts of MAI" to take
shape elsewhere, perhaps in the IMF, which is suitably secretive.

From another point of view, further delays have given the
rascal multitude more opportunity to rend the veil of secrecy.

It is important for the general population to discover what
is being planned for them. The efforts of governments and media
1o keep it all under wraps, except to their officially recognized
“domestic constituencies,” are surely understandable, But such bar-
riers have been avercome by vigorous public action before, and
can be again
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Chapter VI went to press a few weeks before the Apnl
1998 target date for signing of the MAI by the OECD countries.
At the time, it was fairly clear that agreement would not be
reached, and it was not—an important event, worth considering
carefully as a lesson in what can be achieved by the “ultimate
weapon” of popular organizing and activism, even under highly
inauspicious circumstances.

In part, the failure resulted from internal disputes—for
example, European objections to the LS. federal system and the
extraterritorial reach of US, laws, concerns about maintaining
some degree of cultural autonomy, and so on. But a much more
significant problem was looming: massive public opposition world-
wide. It was becoming increasingly ditficult to ensure that the rules
of global order would continue to be “written by the lawyers and
businessmen who plan to benefit” and "by governments taking
advice and guidance from these lawyers and businessmen,” while
“invariably, the thing missing is the public voice”—the Chicago Tn-
bune's accurate description of the negotiations for the MAI as well
as ongoing efforts to “craft rules” for “global activity” in other
domains without public interference. It was, in short, becoming
more difficult to restrict awareness and engagement to sectors iden-
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tified by the Clinton Administration, with unusual and unintended
clarity, as its “domestic constituencies”: the U S Council for Inter-
national Business, which “advances the global interests of Ameri-
can business both at home and abroad,” and concentrations of
private power generally—but crucially not Congress (which had
not been informed, in violation of constitutional requirements) and
the general public, its voice stilled by a “veil of secrecy” that was
maintained with impressive discipline during three years of inten-
sive negotiations.'

The problem had been pointed out by the London Ecen-
owist as the target date approached. Information was leaking
through public interest groups and grassroots organizations, and
it was becoming harder to ignore those who “want high standards
written in for how foreign investors treat workers and protect the
environment," issues that “barely featured” as long as deliberations
were restricted to the."domestic constituencies” of the democra-
tic states.’

As expected, the OECD countries did not reach agree-
ment on April 27, 1998, and we move to the next phase. One use-
ful consequence was that the national press departed from its
(virtual) silence, In the business pages of the New York Times, eco-
nomic affairs correspondent Louis Uchitelle reported that the tar-
get date for the MAI had been delayed six months, under popular
pressure. Treaties concerning trade and investment usually “draw
little public attention” (why?); and while “labor and the environ-
ment are not excluded,” the director of international trade at the
National Association of Manufacturers explained, “they are not
at the center” of the concerns of trade diplomats and the World
Trade Organization. But “these outsiders are clamoring to make
their views known in the negotiations for a treaty that 1s to be
called the Multilateral Agreement on Investment,” Uchitelle com-
mented (with intended irony, | presume), and the clamor sufficed

to compel the delay.

The Clinton Administration, “acknowledging the pres-
sure.” strove to present the matter in the proper light lts repre-

l“'

"Hordes of Snm?annno_!

sentative at the MAI negotiations said, “There is strong suppaort
for measures in the treaty that would advance this nOE."Q.n envi-
ronmental goals and our agenda on international labor standards.”
So the clamoring outsiders are pushing an open door: @!E_.E..
ton has been the most passionate advocate of their cause, they
should be relieved to discover. .

The Washington Post also reported the delay, in its finan.
cial section, blaming primarily “the French intelligentsia,” who had
‘seized on the idea” that the rules of the MAI “posed a threat 1o
French culture,” joined by Canadians as well. “And the Clinton
Administration showed little interest in fighting for the accord,
especially given fervent opposition from many of the same Amer-
ican environmental and labor groups that battled against
[NAFTA]," and that somehow fail to comprehend that their bat-
tle is misdirected, since it is the Clinton Administration that has
been insisting upon “environmental goals” and “international labor
standards” all along—not an outnght falsehood, since the goals and
standards are left suitably vague '

That labor “battled against NAFTA" is the charactenistic
way of presenting the fact that the labor movement called for a
version of NAFTA that would serve the interests of the people of
the three countries involved, not just investors, and that their
detailed critique and proposals were barred from the media (as were
the similar analyses and proposals of Congress's Office of Tech-
nology Assessment).

Time reported that the deadline was missed “in no small part
because of the kind of activism on display in San Jose* Califor-
nia, referring to a demonstration by environmentalists and others.
“The charge that the MAI would eviscerate national environmen-
tal protections has turned a technical economic agreement into a

cause ciébre " The observation was amplified in the Canadian press,
which alone in the Western world began to cover the topic seri-
ously (under intense pressure by popular organizations and
activists) after only two years of silence. The Toronto Globe and Mail
observed that the OECD governments "were no match. . for a
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global band of grassroots organizations, which, with little more
than computers and access to the Internet, helped derail a deal"*

The same theme was voiced with a note of despair, if not
terror, by the world's leading business daily, the Financial Times of
London. In an article headlined “Network Guerrillas,” it reported
that “fear and bewilderment have seized governments of industri-
alised countries” as, “to their consternation,” their efforts to impose
the MAI in secret “have been ambushed by a horde of vigilantes
whose motives and methods are only dimly understood in most
national capitals’—naturally enough; they are not among the
“domestic constituencies,” so how can governments be expected
10 understand them? “This week the horde claimed its first suc-
cess” by blocking the agreement on the MAI, the journal contin-
ued, “and some think it could fundamentally alter the way
international economic agreements are negotiated ”

The hordes are a terrifying sight: “they included trade
unions, environmental and human rights lobbyists, and pressure
groups opposed to globalisation”—meaning, globalization in the
particular form demanded by the “domestic constituencies.” The
rampaging horde overwhelmed the pathetic and helpless power
structures of the rich industrial socicties. They are led by "fringe
movements that espouse extreme positions” and have “good organ-
isation and strong finances” that enable them “to wield much influ-
ence with the media and members of national parliaments.” In the
United States, the “much influence” with the media was effectively
zero, and in Britain, which hardly differed, it reached such heights
that Home Secretary Jack Straw of the Labor government con-
ceded over BBC that he had never heard of the MAL But it must
be understood that even the slightest breach in conformity is a ter-
rible danger.

The journal goes on to urge that it will be necessary “to drum
up business support” 50 as to beat back the hordes. Until now, busi-
ness hasn't recognized the severity of the threat, And it is severe
indeed. “Veteran trade diplomats’ warn that with “growing demands
for greater openness and accountability,” it is becoming “harder for

“Hordes of S.h..?n::._na

negotiators to do deals behind closed doors and submit them for
rubber-stamping by parliaments.” “Instead, they face pressure to gain
wider popular legitimacy for their actions by explaining and defend-
ing them in public,”" no easy task when the hordes are concerned
about “social and economic security,” and when the impact of trade
agreements “on ordinary people’s lives. . .risks stirring up popular
resentment” and “sensitivities over issues such as environmental and
food safety standards” It might even become impossible “to resist
demands for direct participation by lobby groups in WTO decisions,
which would violate ane of the body’s central principles”; “This is
the place where governments collude in private against their domes.
tic pressure groups,’ says a former WTO official " If the walls are
breached, the WTO and similar secret organizations of the rich and
powerful might be turned into “a happy hunting ground for special
interests’; workers, farmers, people concerned about social and eco-
nomic security and food safety and the fate of future generations,
and other extremist fringe elements who do not understand that
resources are efficiently used when they are directed to short-term
profit for private power, served by the governments that “collude
in private” to protect and enhance their power.*

It is superfluous to add that the lobbies and pressure groups
that are causing such fear and consternation are not the ULS. Coun-
cil for International Business, the “lawyers and businessmen” who
are "writing the rules of global order,” and the like, but the "pub-
lic voice” that is “invariably missing."

The “collusion in private” goes well beyond trade agree-
ments, of course. The responsibility of the public to assume cost
and nisk is, or should be, well known to observers of what its
acolytes like to call the “free enterprise capitalist economy.” In the
same article, Uchitelle reports that Caterpillar, which recently
relied on excess production capacity abroad to break a major strike,
has moved 25 percent of its production abroad and aims to increase
sales from abroad by 50 percent by 2010, with the assistance of
LS. taxpayers: “The Export-Import Bank plays a significant role
in [Caterpillar's] strategy,” with “low-interest credits” to facilitate
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the operation. Ex-Im credits already provide close to 2 percent of
Caterpillar's $19 billion annual revenue and will rise with new pro-
jects planned in China. That is standard operating procedure:
multinational corporations typically rely on the home state for cru-
cial services.® “In really tough, high-risk, high-opportunity mar-
kets," a Caterpillar executive explains, “you really have to have
someone in your corner,” and governments—especially powerful
ones—"will always have greater leverage” than banks and greater
willingness to offer low-interest loans, thanks to the largesse of the
unwitting taxpayer.

Management is to remain in the U.S., so the people who
count will be close to the protector in their corner and will enjoy
a proper lifestyle, with the landscape improved as well. the hov-
els of the foreign work force will not mar the view. Profits aside,
the operation provides a useful weapon against workers who dare
to raise their heads (as.the recent strike illustrates), and who help
out by paying for the loss of their jobs and for the improved
weapons of class war. What's more, all of this improves the health
of the “fairy tale economy,” which relies on “greater worker inse-

" as the ex explain,

s thi ol vee tho MAAL,the B uookid nok Have bess
more starkly drawn. On one side are the industrial democracies
and their “domestic constituencies.” On the other, the "hordes of
vigilantes," “special interests,” and “fringe extremists who call for
openness and accountability and are displeased when parliaments
simply rubber-stamp the secret deals of the state-private power
nexus. The hordes were confronting the major concentration of
power in the world, arguably in world history: the governments
of the rich and powerful states, the international financial institu-
tions, and the concentrated financial and manufacturing sectors,
including the corporate media. And popular clements won—
despite resources so minuscule and organization so limited that
only the paranoia of those who demand absolute power could per-
ceive the outcome in the terms just reviewed. That is a remark-
able achievement.

"Hordes of _\..hs.?aham-_—nlu

It's not the only such victory in the same few months.
Another was achieved in the fall of 1997, when the administra-
tion was compelled to withdraw its proposed ‘Fast Track” legisla-
tion. Recall that the issue was not “free trade,” as commonly alleged,
but democracy: the demand of the hordes *for greater openness
and accountability.” The Clinton Administration had argued, cor-
rectly, that it was asking for nothing new: just the same authority
its predecessors had enjoyed to conduct “deals behind closed
doors” that are submitted “for rubber-stamping by parliaments.” But
times are changing, As the business press recognized when “Fast
Track” faced an unexpected public challenge, opponents of the old
regime had an “ultimate weapon,” the general population, which
was no longer satisfied to keep to the spectator role as their bet-
ters did the important work. The complaints of the business press
echo those of the liberal internationalists of the Trilateral Com-
mission twenty-five years ago, lamenting the efforts of the “spe-
cial interests” to organize and enter the political arena. Their vulgar
antics disrupted the civilized arrangements that had prevailed
before the “crisis of democracy” erupted, when “Truman had been
able to govern the country with the cooperation of a relatively
small number of Wall Street lawyers and bankers,” as explained by
Harvard's Samuel Huntington, soon to become professor of the
Science of Government. And now they are intruding in even more
sacred chambers.

These are important developments. The OECD powers
and their domestic constituencies are of course not going to accept
defeat. They will undertake more efficient public relations to
explain to the hordes that they are better off keeping to their pri-
vate pursuits while the business of the world is conducted in secret,
and they will seek ways to implement the MAI in the OECD or
some other framework.” Efforts are already underway to change
the IMF charter to impose MAl-style provisions as conditions on
credits, thus enforcing the rules for the weak, ultimately others.
The really powerful will follow their own rules, as when the Clin-
ton Administration interrupted its passionate pleas for free trade



|—8\_ Chomsky !/ Profis Over People

to slap prohibitive tariffs on Japanese supercomputers that were
undercutting U.S. manufacturers (called “private,” despite their
massive dependency on public subsidy and protection) *

Though power and privilege surely will not rest, nonethe.
less the popular victones should be heartening. They teach lessons
about what can be achieved even when opposing forces are so out-
landishly unbalanced as in the MAI confrontation. It is true that
such victories are defensive. They prevent, or at least delay, steps
to undermine democracy even further, and to transfer even more
pawer into the hands of the rapidly concentrating private tyran.
nies that seek 1o administer markets and to constitute a “virtual Sen-
ate” that has many ways to block popular efforts to use democratic
torms for the public interest: threat of capital flight, transfer of pro-
duction, media control, and other means. One should attend care-
fully to the fear and desperation of the powerful, They understand
very well the potential reach of the “ultimate weapon,” and only
hope that those who seek a more free and just world will not gain
the same understanding, and put it effectively to use,

This article was onginally published in Z, July/August 1998
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