

[image: ]




Also by John Perkins

ON ECONOMICS AND WORLD POLITICS

  Confessions of an Economic Hit Man

  The Secret History of the American Empire

ON INDIGENOUS CULTURES AND PERSONAL AND GLOBAL TRANSFORMATION

  Shapeshifting

  The World Is as You Dream It

  Psychonavigation

  Spirit of the Shuar

  The Stress-Free Habit





[image: ]




Author’s Note

The people and incidents described in this book are real. In a few cases I have changed names and minor details for the sake of anonymity or combined episodes and dialogues to facilitate the flow of the narrative.
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Prelude

The world has changed a great deal since I wrote Hoodwinked in 2009. However, one thing has remained the same: The conclusions reached and the call for action made in the following pages are as relevant in 2011 as they were two years ago. I wish it were otherwise, but the dire predictions I offered in 2009 have come true. A mutant, viral, and extremely dangerous form of capitalism has thrived under the ever-increasing powers of Wall Street, Big Business, and a government that supports them (in other words, under the continuing reign of the corporatocracy).

The strategy for change delivered in this book is more urgent now than it was when I wrote it. The economic system advocated by Milton Friedman and the Chicago School of Economics in the 1970s, back when I was an economic hit man, has been embraced by every U.S. president and most of the other “Developed Country” leaders since. It has proven itself an abysmal failure. The fact that less than 5 percent of the world’s population lives in the United States and consumes more than 25 percent of its resources while about half the rest are either starving or threatened with starvation is a terrible indictment against this virus known as predatory capitalism. Rather than promoting democracy or stability, such a system is the seed-bed of violence and terrorism. It is not a model that can be replicated in Africa, India, or Latin America—no matter how hard they try. Nor is it the heritage any of us wishes to pass along to future generations.

The Introduction to this book describes a trip I took to Iceland in March 2009 and the economic collapse that country suffered as a result of exploitation at the hands of the corporatocracy. Since that trip, many nations have experienced similar calamities. Ireland, Greece and other countries in Europe, Asia, Africa, the Middle East, and Latin America, that until recently seemed to be headed toward new levels of prosperity, have fallen victim to this wave of predatory capitalism.

During much of my lifetime, elected officials wrote the laws in the United States. Now it has become painfully obvious that our most important laws are written by corporate lobbyists who finance the political campaigns of those officials. While polls show that the majority of Americans want to end the wars in Iraq and Afghanistan, raise corporate taxes, offer better education to their children, and guarantee health care for all citizens, our policy makers implement policies that accomplish the opposite, choosing to support Big Business rather than the average citizen.

When I began writing Hoodwinked, the White House was occupied by a conservative Republican. By the time the hardcover edition was published, a liberal Democrat had taken over. President Barack Obama’s first term is now drawing to a close. And, as we all know, not much has changed—at least not in the big picture of world events. What I stated in the following pages has become only too obvious: the President of the United States does not call the shots; the corporatocracy does. Whether his last name is Bush or Obama, his top advisors hail from Big Business—and they return to their corporate offices after they’ve served their terms in Washington. Conflicts of interest are accepted as the “norm” these days.

Bin Laden is dead but the wars continue. Since 9/11 more than a trillion dollars has been spent and hundreds of thousands of people have been killed in conflicts involving U.S. forces. Yet, Iraq and Afghanistan are worse off than ever, the Middle East is torn by violence, and nearly one out of every six Americans lives in poverty. Meanwhile, Wall Street, the multination corporations, big banks, and oil companies continue to pile up record-breaking profits.

I discuss in this book the dramatic changes that have taken place since the late 1960s when my business school professors taught that CEOs had a responsibility to behave like good soldiers—they should dedicate themselves to the long-term interests of their companies, employees, customers, suppliers, and the communities where their businesses operate. Predatory capitalism ushered in a whole new breed of executives who (to quote Chapter 5) “transformed themselves from good soldiers into mercenaries.” Unfortunately, that transformation has not just continued since 2009; it has escalated.

There has been a great deal of lip service paid to the need for change. Our elected officials talk about passing laws to control the excessive greed of CEOs, forcing corporations to pay their fair share in taxes, reducing the budget deficit, and taking care of veterans and others struggling with physical or emotional disorders. Unfortunately, their actions do not match their words. They attack the budget deficit by cutting back on education, health care, and other social services that would make the country a more efficient and compassionate place while defending massive military spending that enriches their friends at the tops of the corporate world and fuels the fires of hatred around the planet.

The fact that this system is predatory confronts us every day. This morning’s paper informed me that the nation’s official unemployment rate just increased to 9.2 percent, 13.7 million people are counted as unemployed, and several states are taking steps to dismantle their unemployment insurance systems while at the same time cutting corporate taxes. The CEOs of the nation’s largest companies received giant pay increases in 2010, bringing the typical annual pay package for a head of a company in the S&P 500 to $9 million—24 percent higher than a year before. Not just mercenaries anymore, they are bald-faced robber barons who do not seem even the least bit embarrassed to grow disgustingly rich at the expense of their employees, communities, environment, and the world they will pass on to their own progeny.

Like others who watched Wall Street take advantage of the demise of the Glass-Steagall Act and other regulations aimed at curbing the abuses that led to the Great Depression, in these pages I advocated a new set of rules to rein in irresponsible and corrupt executives. In response to the hue and cry, Congress passed the 2,300-page set of regulations known as the Dodd-Frank Wall Street Reform and Consumer Protection Act that President Obama signed into law in July 2010, and which included the creation of a Consumer Financial Protection Bureau (CFPB) inside the Federal Reserve. Even while the debates were raging, I could hear the ghostly voices of a couple of my business school professors echoing down through the decades as they warned about laws that lack the teeth of unbiased enforcement. Both Dodd-Frank and the CFPB rely largely on the very agencies that tolerated the corruption and excessively risky behaviors that caused all the problems. These agencies not only lack teeth, but also they are run by regulators who come from and return to the very industries they are supposed to regulate. The revolving door is extremely well oiled these days. It is no accident that, measured by their profits, the United States’ six largest financial institutions control 55 percent of all our bank assets.

Those who control our economy are masters of deception. It is important for us to understand the insidious role of economic statistics in the game predatory capitalists play. Announcements that the economy is reviving—for example, that Gross Domestic Product (GDP) is increasing—may give us a sense of relief, but the comfort is often illusory. Today in the United States, as in much of the world, such growth may simply indicate that the corporatocracy is thriving, not that the average person is benefiting. If Wall Street, oil companies, and the other big multinationals and their CEOs and major stockholders are prospering, their profits show up as growth in GDP, even though unemployment and housing foreclosures may have reached record highs. A long history of data manipulation, by people with my old job, has made those who gain from deceptions masters at their art.

Geopolitics was largely controlled by religious organizations not so long ago. Then governments took over. Various forms of monarchies, dictatorships, democracies, and republics vied to control resources, populations, and markets. Today, the governments have been supplanted by the multinational corporations; they know no national borders, write most of the laws, and follow no real sets of standards or ethics. Their CEOs and the government officials they own (the corporatocracy) call the shots around the planet.

They have done a very bad job. It is time to dump them.
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So, in a world that’s run by a corporatocracy, what’s to be done? How do we respond? Where are the mechanisms for getting rid of them? How do we bring sanity to this situation and create a sustainable, just, peaceful, and thriving world for all. How do we implement a system we will be proud to pass on to our children and grandchildren?

Those questions are answered in the following pages. They begin with the knowledge that the logical successors to the rule by corporations is rule by We the People, that geopolitics has moved along this spectrum from religious organizations to governments to corporations, and now we are poised to enter a new era—that of truly democratic rule by citizens, a recognition that our institutions, including the corporations, exist to serve us, all of us. The simple fact is that corporations survive and thrive only because we support them; it is time they understand that there is a quid pro quo: they must support us and our offspring. We must demand that they drop predatory capitalism and its guiding tenets (see Chapter 2) and instead develop an economic system that is truly sustainable—from economic, social, and environmental perspectives—and will serve as a global model.

The solutions revolve around you—and me. As this book makes clear—and as history proves—when We the People are lethargic, we are abused. When we take action, we mold our destinies. We have been lethargic for far too long. Now is the time to shake ourselves from our stupor. You and I must act.

The actions you take can be as physically unchallenging as sitting at a desk and sending e-mails—or as rigorous as organizing demonstrations against the Pentagon. Both—as well as all the possibilities that lie between—can be powerful agents of change. The path you choose is up to you.

I point out in Chapter 24 that Tom Paine wrote pamphlets while George Washington led armies and Martha Washington organized women who made clothes for soldiers on the front lines. They all honored their individual passions. They took three very different paths and yet each led to the same goal. When we follow our passions, our lives are enriched. We overcome seemingly insurmountable obstacles. We can overthrow the most powerful empires in the world—and we can create a sustainable, just, peaceful, and thriving world.

The strategy presented in the following pages opens doors to many different paths. You need only choose the one that most appeals to you. Look to your passions, follow your heart, and take action! Together we will change the world!



Introduction

I was an economic hit man (EHM), part of an elite corps of modern day “hired guns” who promote the interests of big corporations and certain sectors of the U.S. government. I had a fancy title—Chief Economist—and a staff of highly qualified economists, management consultants, and financial analysts who produced impressive reports that appeared legitimate, but my real job was to deceive and plunder the Third World.

Although we EHMs work in many ways, our most common task is to identify countries with resources our corporations covet. Then we seduce, bribe, and extort their leaders into exploiting their own people—accepting loans the countries can never repay, privatizing their national assets, legalizing the destruction of fragile environments, and finally selling those coveted resources to our corporations at bargain prices. When the leaders resist, they are overthrown or assassinated by CIA-sponsored jackals.

We were so successful in the Third World that our bosses directed us to implement similar strategies in the United States and across the rest of the planet. The result is an unsustainable form of capitalism that is the driving force behind the current economic crisis. Despite temporary recoveries, this crisis is the leading edge of a global tsunami.

I jotted down those words while my Icelandair 757 landed very early in the morning at Reykjavik on March 5, 2009, after an exhausting all-night flight from Florida. Staring out into the blackness, I suddenly had the sensation that I was back in the late 1800s arriving by stagecoach in an Old West boomtown, perhaps Tombstone, Arizona, or Deadwood, South Dakota. And that the boomtown’s collapse was just another symptom that the tsunami was building energy.

Considered a poor, underdeveloped, and distant cousin to Europe until recently, Iceland’s economy had suddenly exploded, rising to the rank of the planet’s third wealthiest nation (per capita) on the World Bank’s 2007 list. Reykjavik had mushroomed into a boomtown where people amassed fortunes overnight. Celebrities, gamblers, con artists, and economic hit men arrived in droves. Morgan Stanley, Goldman Sachs, and most of the other big Wall Street firms dispatched their necktied armies. Applying a model similar to that used to exploit Indonesia, Nigeria, Colombia, and all the countries whose oil or other precious natural resources propelled them into instant materialism, men and women with my old job convinced individuals and the government to mortgage to the hilt. People embarked on a made-for-Hollywood buying spree. They purchased Miami mansions, Beverly Hills condos, British department stores, Danish airlines, Bentleys and Rolls-Royces, Norwegian power plants, and even an English soccer team. In 2007 the country’s citizens possessed approximately fifty times more foreign assets than they had in 2002. Iceland’s stock market skyrocketed by a multiple of nine from 2003 to 2007 (while the U.S. market merely doubled). Reykjavik’s real estate prices tripled. The average family’s wealth grew by three times over a period of three years.1

The raw material for Iceland’s boom—its gold—was hydroelectric and geothermal power. The glaciers, rivers, volcanoes, and underground hot springs appeared to offer limitless amounts of energy. Because this resource cannot be boxed or barreled, it had to be exploited on site. The biggest of the big energy users, the aluminum companies, came to Iceland in the late 1960s. During the next four decades, as global aluminum demand soared, they convinced Iceland’s leaders to construct power plants for the sole purpose of energizing foreign-owned smelters. Alcoa made an offer that would place Iceland on the map—a deal to build a mammoth “water-to-aluminum” complex in the remote north. All Iceland had to do was commit to a very large loan—collateralized by the revenues anticipated from the sale of kilowatt-hours—and hire foreign corporations to build a dam and power plant to generate over 600 megawatts to fire just this one smelter (compared to the 300 megawatts used by all the people of Iceland).

Of course, it was not quite that simple. Scientists discovered that the dam site straddled an earthquake fault line and that the area to be flooded—about the size of Manhattan (in a country slightly smaller than Kentucky)—contained rare ecosystems. The people looked the other way while their government waived environmental laws and issued “special condition” construction permits. In June 2007, Alcoa inaugurated its aluminum factory, built by the United States’ Bechtel Corporation. The new factory was slated to produce 346,000 metric tons of aluminum per year, which was ten times the capacity of the country’s first plant.

The people celebrated—that is, until they learned that their utility company was hemorrhaging tens of thousands of dollars every hour that Alcoa ran its equipment.
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On October 6, 2008, the unheard of happened. Iceland’s banks, which had grown to many times the size of the country’s national economy, collapsed. Losses totaled $100 billion and were rising. The country’s debt had swollen to 850 percent of its gross domestic product (GDP). Iceland went belly up.2

As my plane taxied along the runway, I wondered whether Reykjavik would look like Tombstone and Deadwood after the gold panned out, and whether within the hour I would be walking the streets of a ghost town, vacant except for thieves, panhandlers, washed-up gunfighters, and perhaps an EHM-turned drunkard or two.

I had no doubt that Iceland was a harbinger. One of the reasons I had taken this trip was because I wanted to understand the details surrounding the first “hit” of a developed country. If the rest of us did not learn from this nation’s tragedy, we were likely to suffer similar consequences.

Iceland, along with the United States and much of the world, had suffered from a specific type of capitalism, a deviant that my business school professors had foreseen and railed against in the late 1960s. The proponents had instilled in business and government leaders from Wall Street to Shanghai a set of values that was leading us all to meltdowns like those experienced by the Third World since the beginning of the 1970s—the time when I joined the EHM ranks—and now by Iceland. The guiding philosophy for this particular form of capitalism is an uncompromising belief in the privatization of resources, the granting of unfettered powers to corporate executives, and the encouragement of debt so extreme that it results in contemporary modes of enslavement—for countries and individuals alike. Based on the assumption that the CEOs running our most powerful corporations constitute a special class of royalty who, unlike normal people, do not need to be governed by regulations, it totally altered geopolitics. Now we have entered a time not unlike that when city-states were replaced by nations—except that today the nations have been usurped by the giant corporations.

The problem, as my business professors understood, was not capitalism. The problem was the abuse of capitalism and the fact that so many people were infected by the mutant virus. The plane jerked to a stop and I wondered about our chances for controlling the virus before it multiplied into an epidemic.

I walked off the plane, made my way through customs, and then was met by a young man who introduced himself as my chauffeur and was built like a wrestler. He led me outside. The dim light of a breaking morning was diffused by a cold drizzle that felt like it could turn to snow at any moment. As I hoisted myself up into his SUV, I had the sensation that I was clambering aboard a stagecoach, headed for Deadwood.

“I wish I had bought a smaller car,” he said apologetically, apparently interpreting my momentary confusion as an expression of condemnation. “But that was almost a year ago. Who could’ve guessed?”

Not long after leaving the airport, he pointed through the dark mists at a compound of buildings and explained that it had been a U.S. military base with more than 1,200 military personnel—until the Pentagon pulled out in 2006.

I asked if it was a ghost town now.

“Hardly,” he replied. “One of our universities took it over. Students replaced the soldiers.” He made a clucking sound with his tongue. “Your government sank a fortune into those facilities before departing.”

“Why?”

He peered at me, the sort of look a professor gives a student who ought to know better. “I heard the contractors made out like bandits.”

Rain spattered against the windshield, and I stared through it onto a barren landscape. Craggy stones were scattered across the rocky surface as though an angry god had shaken his fist and dropped them randomly.

“Volcanic lava flow,” my driver said. Then pointing at a snow field that disappeared into a cloud, he added, “Over there is the mountain that caused all this.”

I mentioned reading that NASA had trained Apollo astronauts here before sending them to the moon.

“Yeah. That’s true,” he agreed. “But eventually the trolls drove them out.”

“Trolls?”

“Nordic mythological creatures, a sort of combination of elves and giants. Tough little critters.” He paused and then gave me a Cheshire Cat grin. “Alcoa hired an exorcist to certify that no trolls would be displaced before building their new smelter. Rumor has it the expert was a charlatan and Iceland’s economic problems are the trolls’ retaliation.” He nodded toward the side window. “See those?”

Through the glass I spotted several tall cairns constructed from volcanic rocks. “The funny statues?”

“Yeah. Sunshine turns trolls to stone. Sometimes they get caught out in the open when the sun breaks through.” He chuckled. “Doesn’t happen often. We don’t get that much sun here.”

“Troll economics,” I said without thinking.

He gave me a quizzical look.

“Just a thought.” I shrugged my shoulders. “What can I say, I’m an economist.”

“Oh.”

Although I could not interpret his expression, I figured he was wondering what more an economist thought he could take from his country. Those two words, “troll economics,” stuck with me. I kept hearing them as we drove on, toward Reykjavik. If trolls had been involved in this classic “hit,” they had assumed human form and wormed themselves into jobs with Alcoa, the government, and the banks. An image of a bald-headed man with an impish smile and dragonfly eyeglasses popped into my mind. It was a photo I had recently seen of a trollish Milton Friedman, the Nobel laureate from the Chicago School of Economics. He, more than any other individual, had convinced Iceland, and most every other country, to shun policies that had rescued us from the Great Depression; he had worked his magic to promote that predatory form of capitalism that had brought Iceland down.

“There it is!” my driver exclaimed pointing at buildings just visible through the rain. “The root of all our problems, the first of our aluminum plants, now owned by Rio Tinto Alcan.”

I squinted through the windshield wipers. A couple of huge cylindrical towers loomed out of the fog. Stationed above a pier that stretched over the ocean, they reminded me of castle turrets from an old movie about medieval battles. Juxtaposed next to them was a lower building that seemed to stretch forever across the land.

“That one,” my driver said, indicating the building that could have housed the world’s longest freight train, “is a mile in length. There are three of them. The other two are hidden behind the one you see.”

Neither of us spoke as we approached and then drove past the aluminum plant. Not a person was in sight. Nothing moved. The place might have been abandoned, except my driver assured me that it was not. “Operates night and day,” he said matter-of-factly.

Like other industrial sites I have visited—coal mines, pulp and paper plants, oil refineries, and nuclear power stations—I found the sheer magnitude overwhelming. It was impossible to place it in any sort of context. Yet I knew that this plant’s production capacity, despite increases since its construction, was far less than that of the new Alcoa smelter. I turned in my seat to watch it disappear into the rain behind us.

“There’s your ghost town,” the driver said, interrupting my concentration. Off to our right were row upon row of quaint suburban-style houses. “All vacant.” He shook his head sadly and made that odd clucking sound again. “Great deals, they say, if you’re looking for a home in Iceland.”

I studied them as we drove on. They did not meet my expectations: no dust-blown streets, tumbleweeds, shuttered dance halls, or doors slamming in the wind.

About forty-five minutes after leaving the airport, we arrived in Reykjavik. “I’m going to take you on a bit of a detour,” my driver proclaimed. “The Avenue of Broken Dreams.” He turned down a street lined with one magnificent modern office building after another. “Most of them were banks or financial institutions of some sort,” he said. “Now, empty.”

At first I thought he was joking. It seemed impossible that all these stunning examples of contemporary architecture could be unoccupied. He slowed the car. I pressed my face against the glass and, peering up, saw that many of the windows still had little stickers pasted in their corners. It was uncanny. He slowed even more, and I could see that inside there was nothing. No desks or chairs. Not even curtains. Just huge empty caverns.

“Another ghost town,” he said.

“Unbelievable.”

“Be thankful you’re just visiting.” He gave me a look. “I live here.”

“I’m afraid we all live here.”
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This book is about that “here”—where we are now, how we got to this desperate place, and where to go next.

Wall Street may not look like Reykjavik’s Avenue of Broken Dreams, yet. Any more than that avenue resembled the tumbleweed-strewn streets of an abandoned Tombstone. Nevertheless, during the past couple of years, we in the United States have seen the signs. We have been bombarded by images that are shocking and extreme: graphs of soaring unemployment rates and a plummeting Dow Jones; tent cities of homeless men and women outside Sacramento, California, and Portland, Oregon; auto company presidents flying to Washington, D.C., in private jets to beg Congress for massive bailouts; a disgraced AIG announcing that it would pay $450 million in bonuses to the executives that brought it down; former Nasdaq Chairman Bernard Madoff pleading guilty to bilking investors out of billions of dollars …

The images go on and on. They depress us. They may have been a surprise to many. But the fact is we should have seen them coming. My professors in the late 1960s did. Many contemporary students did too.

“We had plenty of warnings,” Martha, a freshman at Stanford University, told me. “A U.S. budget deficit of over $1 trillion. The mortgage bubble—massive loans doled out to people who couldn’t afford them. An extremely expensive war, the outsourcing of jobs, abolishing the banking laws. … How could we not know?”

Yet we still deceive ourselves. The occasional periods of “good news” when the stock market appears to revive or gas prices drop lull us into believing that the worst is over. We are Pavlov’s dogs; the gong rings and our saliva flows. It is a dangerous illusion that distracts us from dealing with the deeper problems.

“The real story [I wrote in Confessions of an Economic Hit Man, published in November 2004] is that we are living a lie. … We have created a veneer that hides the fatal cancers beneath the surface.”

Unfortunately, a great many people have not wanted to look beyond the veneer. Our political and business leaders have encouraged us to “stay the course.” Too often we have fallen back on old platitudes. We have accepted the cancer, the predatory mutant virus of capitalism, as the norm. We have convinced ourselves that we can continue consuming a disproportionate share of the world’s resources and charge it to credit cards without ever paying the usurious interest rates—or the consequences.

“How do you muster the courage [I asked in Confessions] to step out of line and challenge concepts you and your neighbors have always accepted as gospel, even when you suspect that the system is ready to self-destruct?”

We have failed to muster that courage. We have allowed our government to chase the shadows of terrorists across Iraq, paw through our purses and briefcases in airports searching for explosive tubes of toothpaste, desecrate our most sacred documents by imprisoning people without the right to habeas corpus, and convince us that criticizing our president was treasonous. We have accepted the idea that countries whose GDPs were a fraction of AIG’s losses were members of an “Evil Axis” while we have trashed laws that had protected us from rapacious financiers. We have supported operations that scoured Colombian jungles for terrorists but neglected to search the ledgers of companies with the power to destroy our economy.

The election of President Obama was symbolic. Leaping from conservative Republican to liberal Democrat in one night signaled a profound change in U.S. voter attitudes. It sent the message that we want change. The Obama administration’s plans to rein in the credit card industry, impose stricter auto emissions and mileage standards, create a financial regulatory commission, and implement other initiatives may shove us back on the path—if they ever pass Congress. However, the unfortunate and unspoken truth is that the path will not lead us to real change; it is not a way out of this morass. It will simply take us on a more circuitous route to disaster. We must blaze a new path.

My daughter, Jessica, and my son-in-law, Dan, gave me a grandson on September 25, 2007. A couple of months later, on Thanksgiving Day, I renewed a vow I had made some years earlier to devote the rest of my life to help create a sustainable, just, and peaceful world. My grandson, Grant, had inspired me with a new sense of urgency.

I know what Grant does not—that his life is threatened by the crises generated during my watch. The question is not about prevention. Nor is it about returning to normal—a world where the majority are exploited by a tiny minority. We are challenged today to transform ourselves and our economy.

As an EHM, I participated in many of the events that propelled us into this dangerous territory we know as “normal.” As a writer and lecturer, I have spent the past five years touring the United States and other countries, speaking to political and business leaders, students, teachers, laborers, and all manner of people.

I come away feeling hopeful that we are ready for the transformation that will be our salvation, that will save Grant’s world.

The first part of this book offers an overview of the root causes of our problems. Through understanding these, we can assess the options before us. Part II is devoted to exploring those options; it outlines a course of action that we can take—both as individuals and as a society—to implement a system that my grandson and all his siblings across the planet will want to inherit.

Many books have been written about the pros and cons of President Obama’s economic plan, current schemes for reforming Wall Street, and other short-term policies. These books deal with triage—that is, emergency quick fixes recommended to stop the hemorrhaging.

This book goes beyond the triage. It identifies the virus that infected us and prescribes a long-term cure.
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The Problem
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Not a Fluke

THE FACTS

When I was an economic hit man (EHM), I analyzed the statistics of many Third World countries. I never saw any plummet as rapidly as those of my own country, the United States, during the past couple of years. We have all seen the facts in bits and pieces, but some of the more important ones are summarized below, along with my personal observation that things are actually worse than we are being told. (If you feel you are overloaded with facts, skip to the second part of this chapter, “The Challenge.”)

The immediate crises began with the U.S. economy. One of the first signs occurred in the housing market where prices peaked to historical highs in 2005 and then began to tumble in 2006. The ensuing declines in other economic sectors further exacerbated the housing crisis. As a result of the huge bets placed on the subprime mortgage market by Bear Stearns, Merrill Lynch, Lehman Brothers, AIG, and the overall financial community, the system imploded. In 2008 Lehman Brothers went bankrupt, and Bear Stearns was rescued at the last minute when JPMorgan Chase bought the company for $2 a share. AIG, Bank of America, and Citigroup would have collapsed as well if not for extreme government intervention in the form of massive bailouts. In the end, major U.S. financial institutions and the markets they dominate lost roughly the equivalent of the total U.S. gross domestic product, about $14 trillion.1

A former U.S. senator and a current managing director of the merchant bank Allen & Company, Bill Bradley summed it up at a symposium on April 30, 2009: “The national government has now made about $12.7 trillion in guarantees and commitments to the U.S. financial sector, and we’ve already spent a little over $4 trillion in this crisis. … U.S. taxpayers are into Citicorp for around $400 billion.”

Paul Krugman, winner of the 2008 Nobel Prize in Economics, added, “U.S. households have seen their net worth decline abruptly by $13 trillion, and there are similar blows occurring around the world.”2

The global financial meltdown spread throughout the economy. By December 30, 2008, the S&P/Case-Shiller Home Price Index plunged further than it ever had before. Residential construction dropped by 38 percent. In the first months of 2009, gross domestic product fell at an average annual rate of over 6 percent. Industrial production tumbled 13 percent. The U.S. Bureau of Labor Statistics announced, “In April [2009], job losses were large and widespread across nearly all major private-sector industries. Overall, private-sector employment fell by 611,000,” and the number of unemployed people increased to 13.7 million, nearly 9 percent of the labor force. The recession officially entered its sixteenth month in May 2009, placing it on track to become the longest since the Great Depression.

Every time a new statistic was published, it seemed to shatter previous records; the prognosis was increasingly depressing. Corporate inventories fell by $104 billion, the most since the compilation of such statistics began in 1947. Exports collapsed by 30 percent, the largest decline in four decades. Business investment plummeted nearly 40 percent, another record. Home-building activity dove 38 
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