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NAOMI Klein, a fierce critic of corporation-led globalisation and already famous for her books No Logo and Fences and Windows, has now written a comprehensive appraisal of the world under neo-liberal economic policies of free trade, deregulation and privatisation that have been forcefully implemented round the world since late 1980s.

Her new book The Shock Doctrine: The Rise of Disaster Capitalism demolishes the claim of the IMF and World Bank that free market capitalism brings freedom and generalised prosperity. The book presents enormous evidence gathered from Latin America, Europe, Asia and the US to prove otherwise. Neoliberal policies have brought misery to great many, great wealth to a few and fostered greater inequality.

She introduces two academic advocates of shock therapy. The first is a psychologist who theorised nearly sixty years ago that mentally disturbed patients could best be treated by first erasing their distorted minds that could then be remade on more positive lines. The method used for the erasure of mind was shock therapy, through massive use of electric shocks, insulin, psychotropic drugs, sleep deprivation and sensory deprivation and confinement in isolation chamber. The patients subjected to such treatments never recovered but the work was noticed by CIA which funded the programme for a considerable time. It is alleged that the techniques (sleep & sensory deprivation) developed during the programme for shocking and disorienting the patients have been incorporated in the manual prepared by CIA for prisoner interrogation.

The other advocate is Milton Friedman, the grand guru of the movement for unfettered capitalism, and credited with writing the rule book for the contemporary hyper mobile global economy. Friedman had observed, “Only a crisis – actual or perceived – produces a real change”. Naomi Klein has understood this as the “Shock Doctrine” and has highlighted the use of shock prior to enforcement of neoliberal policies. This adds new perspective to the debate on the well-trodden subject.

Exploring the use of shock at two levels, personal and collective, she says, the countries are shocked by wars, terror attacks, and natural disasters. And then they are shocked again by corporations and politicians who exploit the fear and disorientation of this first shock to push through economic shock therapy. And then people, who dare to resist this shock politics, are if necessary, shocked for the third time by police, soldiers and prison interrogators.

New Orleans, a historical city in the US, was devastated by hurricane Katrina in the summer of 2005 was treated as a God send opportunity for furthering the cause of private entrepreneurs. The author quotes from observations by a city developer and a Congressman from the city, “I think we have a clean sheet to start again. And with that clean slate we have some very big opportunities. we finally cleaned up public housing in New Orleans. We could not do it, but God did”. Milton Friedman joined in with an op-ed column for The Wall Street Journal three months after the devastation in New Orleans observing, “Most New Orleans schools are in ruins, as are the homes of the children who attended them. The children now scattered all over the country. This is a tragedy. It is also an opportunity to radically reform the educational system”. The reforms in this case meant dismantling the public education system and replacing it with privately run schools. This was hastily accomplished.

Before the disaster New Orleans public school system had 123 schools. This number was reduced to just 4. A public education system teacher called Friedman’s plan “an educational land grab”. Similar fate has befallen to public housing and hospitals. They are being abandoned and handed over to private entrepreneurs.

There is an impression that neoliberalism came to be practised only in the 1990s under the umbrella of globalisation. The reality is different. The grounds for the global application of neoliberal policies were prepared and tested first in Chile in 1973 and then practised in Argentina, Uruguay and Brazil from mid-1970s onwards.

In the postwar decades of ’50s and ’60s, Chile, Argentina, Uruguay and Brazil had been showcases of developmentalism. Each country had a thriving state sector and vibrant trade unions and was ruled by populist leaders. In 1970, Chile elected Allende, a socialist, to the presidency. Soon after the government nationalised the copper mines owned by a US corporation and initiated a number of social development programmes. This raised concerns in Washington, and alarm bells began ringing and an undeclared war was started. Chilean government was first destabilised and then overthrown in 1973 in a military coup involving great violence and death of President Allende.

The overthrow of the Allende government was also treated as a great opportunity to test Chicago University devised neoliberal policies in Chile. The coup unleashed a long reign of terror during which 3,200 people were disappeared or executed, at least 80,000 were imprisoned, and 200,000 fled the country for political reasons. Trade unions were banned, political mobilisation was brutally suppressed.

The military government imposed the policies of denationalisation, deregulation and free trade framed by neoliberal economists. Chile was meant to serve as a model for the “rebellious continent” and for many years it was. In the eighties Chile was presented as a show case for development which only benefited a small minority. A country with good social services was transformed into a highly unequal society.

In the 1980s, attempts were made to introduce neoliberal policies in Britain and Bolivia. Prime Minister Margret Thatcher candidly observed in a communication to Milton Friedman that such policies were not acceptable to people in a mature democracy under normal circumstances. However in the aftershock of the Falkland war in 1983 she thrust on the British people the policies of privatisation of public assets, (housing, mines, railways) and deregulation. Trade unions were attacked and considerably weakened.

Bolivia suffered from hyperinflation in the early 1980s and elected a center-left government under President Paz. To overcome problems of hyperinflation, Jeffrey Sachs, a free market economist from Harvard, was brought in. On his advice shock therapy policies of privatisation, deregulation, free trade and huge reduction of government expenses was forced on demoralised citizens. Inflation was brought under control but in the process public assets (mines, oil, gas, and water) were sold to multinationals. Similar events were witnessed in the 1980s and ’90s in other Latin American countries.

When the USSR dissolved itself in the early 1990s, officials from the US, European Union, World Bank and IMF officials rushed there to advise governments of newly independent states about how to transform their centrally planned economies into free market economies. Once again shock therapy was imposed. It was preceded by shocks. Russian President Yeltsin shocked the populace by first bombarding the parliament and then used various terrorist attacks in Moscow and elsewhere to assume dictatorial powers to impose on terrorised population free market economic policies.

Price controls were lifted; inflation was deliberately allowed to wipe away the accumulated savings of the people. People who had never experienced anything other than state provided social services (education, housing, job, pensions) were left to fend for themselves in the market. Whole-scale privatisation led to plunder of assets accumulated in seventy years of state-led development.

Then, billionaire oligarchs emerged. People’s standard of living suffered a steep decline, life expectancy was reduced and population of Russia started to decline at an alarming rate. In place of democratic era, authoritarianism re-emerged. Similar stories have been appearing from other so-called transition economies. Billionaires have started appearing in countries where there were no capitalists. Great fortunes were made by ranching, meat-packing, railroad construction, mining for gold, oil and other mineral and large scale farming companies. The native population was pushed into enclaves and the whole continent came to be exploited for its resources by private interests.

The author also describes the run on East Asian countries’ currencies by global capital in 1997. That led to severe depreciation of their currencies and a meltdown of their economies. Only Malaysia which immediately imposed currency controls escaped major damage to its economy but Thailand, Indonesia and South Korea were devastated. They sought IMF help to control the depreciation of their currencies.

The IMF exacted a huge price for its support. It forced the affected countries to deregulate and open up their economies to foreign capital. This advice had an even more adverse effect. As noted by a commentator in 1998, IMF programme precipitated “ the biggest peacetime transfer of assets from domestic to foreign owners in the past fifty years anywhere n the word.” Multinational corporations transacted 186 mergers and acquisitions of firms in Indonesia, Thailand, South Korea, Malaysia and the Philippines in a span of twenty months.

In the 1990s, these countries were growing rapidly. They were being projected as models of capitalist development. In fact South Korea was admitted in early 1990s to the Organisation of Economic Cooperation and Development (OECD), the exclusive club of highly industrialised countries. However, they all had highly protectionist policies that barred foreigners from owning land and buying national firms. They had also maintained a significant role for the state, keeping sectors like energy and transport in public ownership.

The author chronicles the rise of a new kind of capitalism that thrives on disasters. After the destruction of the twin towers in New York on September 11, 2001, a new economy arose to benefit from the opportunities that opened for corporations which provide goods and services to the security state which the US has turned into as a result of deliberate efforts to create fear and inculcate a fortress mentality among the US citizens.

The corporations that provide/manufacture surveillance equipment and services thrived. These companies have profited enormously from the hundreds of billions of tax-payers’ dollars that the newly created mammoth organisation Homeland Security doled out to them.

After the 9/11, the Bush government announced a new policy of indefinite war against terror and of carrying out unilateral pre-emptive strikes against countries presumed to be hostile to US interests. At home it has given rise to a security state. It is impossible to separate its military project – endless war abroad, a security state at home – from the disaster capitalism complex, which has built a multi-billion dollars industry based on these very assumptions.

The author notes with amusement the bewilderment of recognised political and business leaders of the world at booming economies of countries like Israel and USA in times of uncertainty caused by continuous tensions due to natural and man-made disasters. To the author these are just two examples of disaster capitalism.

Klein is however optimistic. She gives evidence from various Latin American countries to demonstrate that the people there have at last been able to overcome the shocks administered to them from 1970s onward and are organising their lives and countries on a new economic models. Latin Americans are picking up the project that was interrupted years ago. Many of the policies cropping up are familiar: nationalisation of key sectors, land reforms, major new investments in education, literacy and health care.

Chile elected a victim of military dictator Pinochet as the new leader in 2005. Former Union leader Lula has been elected to the second term as president of the fourth most populous country in the world. Bolivia has elected the first native Bolivian Eduardo Morales. Argentina elected Kirchner. In the backyard of the US, Nicaragua elected Ortega their president in 2006 again. His first electoral triumph in the ’80s was subverted through proxy war waged by the US-funded Contras.

Correa in Ecuador has refused to renew the lease in 2009 for the largest US naval base in South America in the port city Manta. Landless people’s movement in Brazil, million and a half strong, has formed hundreds of cooperative to reclaim unused land. In Venezuela, Hugo Chavez has survived all attempts to overthrow him and is spearheading the movement for autarky of South American countries. He has helped created a Bank of South America to replace the World Bank and the IMF. In 2005 South America took 80 per cent of total IMF lending. Two years later in 2007, it has been reduced to just one per cent.

Naomi Klein believes the future of three institutions evolved by ‘Chicago ideology’ is at risk of extinction. IMF’s worldwide lending has shrunk from $81 billion to just $11.8 billion, with almost all of that going to Turkey. The Fund is now a pariah in so many countries where it has tackled crises as profit-making opportunities and has begun to wither away. The World Bank faces an equally grim future. World Trade Organisation the third pillar has more or less collapsed after the failure of Doha talks.

The book has become especially relevant in the light of the collapse of the US financial system and its after-effects on the financial systems of the developed capitalist economies in UK, Germany, Holland, Belgium in recent weeks. Contrary to the neoliberal view of no-state intervention, the Bush administration has been left with no choice but to nationalise a number of ailing financial institutions to bail them out. Some of the pillars of US financial system such as Lehman Brothers and Bear & Sterns have completely collapsed, others like Merrill Lynch, Washington Mutual, Wachovia had to be taken over by larger competitors.

AIG, the world’s largest insurance company had to be nationalised by an injection of over 80 billion dollars by the US Federal Reserve Bank. The US government has now put forward a 700 billion dollar package to bail out the Wall Street. Governments in other advanced capitalist countries that have followed the neoliberal policies have also been forced to intervene in markets to shore up their respective financial systems.

Are we witnessing the demise of the free markets and a revival of the Keynesian model that helped usher in greatest expansion of capitalist economies in the US, Western Europe and East Asia especially Japan, South Korea, Taiwan and Singapore after the second world war.

