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New Cuba
by Keith Harrington

The year 2012 may have been the United Nation’s International Year of Cooperatives, but 2013 may
turn out to be the more historic year for worker-ownership if the Cubans have anything to say about it.
To listen to the mainstream American media, however, you’d never know it. As a video
supplement to a recent New York Times article makes clear, the corporate press has already made up its
mind on how the story of Cuba’s economic liberalization is bound to end: “In a state defined by allconsuming communism for the past 50 years, capitalist change comes in fits and starts, and only at the
pace that the government is willing to allow.”
In other words, Cuba’s post-communist story
ends just like China’s—in capitalism, because
according to orthodox dogma, there’s nowhere else
to go. Trapped by the limited possibilities of this
dichotomist capitalism-or-communism mentality,

…to listen to the mainstream American
media…Cuba’s post-communist story
ends just like China’s—in capitalism.
mainstream commentators lack the perspective
needed to appreciate (much less inform others) that a
transition away from a state-dominated command
economy might conceivably lead to a type of market
that is very distinct from our elite shareholderdominated and profit-fixated capitalist model.
But that is precisely the nuanced story we find
in Cuba when we dig just below the surface and
consider the very guidelines the Cuban government
has adopted to steer the transition process. Since the
state unveiled its nuevos lineamientos or new
guidelines for economic development in 2010, the
easing of government restrictions on private
entrepreneurial activity has only constituted a single
aspect of a much broader picture of change.
Unfortunately, the New York Times and its ilk have
gotten so hung up on the privatization shift that
they’ve left out crucial details about the types of
private enterprises the Cuban government is
attempting to foster.
Specifically, the government is placing high
priority on the development of worker-owned-andmanaged firms and has recently passed a law
intended to launch an experimental cadre of 200
such firms. Under the law, workers—rather than
government bureaucrats or elite boards of directors
—will democratically run the businesses, set their
own competitive prices, determine wages and
salaries and decide what to do with the profits they
generate. In other words, Cuba’s new worker
cooperatives will operate pretty much along the
same lines as their successful cousins in the
capitalist world, including Spain’s Mondragon
Cooperative Corporation.
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But what sets the Cuban cooperative
experiment apart and renders it such an incredible
opportunity for the global worker-cooperative
movement is its occurrence in a political-economic
milieu that is currently free from the distorting
effects of capitalist competition. This is significant
because, while cooperatives have proven just as
competitive as capitalist firms in a capitalist context,
when capitalist profits and growth assume top
priority worker-owned firms may be compelled to
act more like capitalist firms and subordinate core
objectives such as worker empowerment and wellbeing, community development and environmental
sustainability. Indeed, as cooperatives grow, even
the percentage of actual worker owners in their
ranks has been known to decline, as we’ve seen with
Mondragon.
In short, the worker-ownership movement
could greatly benefit from a national-scale economic
environment that will allow cooperative enterprises
to develop according to their own particular
democratic nature and exhibit their true potential,
free from the profit-above-all dictates of capitalism.
No country bears as much promise in this respect as
contemporary Cuba.

…the global cooperative movement must…
mobilize its resources to support the effort.
Nevertheless, for Cuba’s experiment to work,
all efforts should be made to steer the economy and
the behavior of the country’s emergent private
entrepreneurial class in a direction that comports
with the ethos and objectives of economic
democracy. Above all, this would likely require
severe restrictions, if not an outright ban, on the
entry of large foreign capitalist firms or the
establishment of large domestic capitalist firms. For,
as economists such as Jamee Moudud of Sarah
Lawrence University and many structuralist thinkers
have pointed out, as jobs and tax revenues become
dependent on the success of capitalist firms,
societies become constrained in their ability to
pursue developmental paths that do not prioritize
capitalist accumulation. Accordingly, during the
early years of the cooperative experiment, Cuba
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should seek to limit foreign direct investment to
cooperative or triple-bottom-line firms as much as
possible, facilitate joint-ventures between such firms
and its own cooperatives and continue to seek
industrial loans largely from committed social
democratic partners such as Venezuela and other
“pink tide” trade partners.
Finally, the global cooperative movement must
appreciate the historic, strategic importance of
Cuba’s experiment and mobilize its resources to
support the effort. As observers of the situation have
pointed out, Cuba’s experience with worker
cooperatives is limited primarily to its agricultural
sector, and the establishment of a robust nonagricultural cooperative sector will require serious

provision of training, technical support and worker
acculturation. On this front, the experience of
successful worker-ownership movements in
Argentina, the United States, Spain and other
countries could prove invaluable. Such assistance
might be coordinated with the help of organizations
such as Democracy at Work, the Democracy at
Work Network, the Democracy Collaborative and
the Working World, all of which specialize in
helping worker cooperatives grow and thrive.
Keith Harrington is a graduate student in the economics
program of the New School for Social Research in
Manhattan and a board member at the New Economics
Institute, an organization dedicated to developing an
economy that works for people and the planet.

The Super-Priority Status of Derivatives

Winner Takes All
by Ellen Brown

Shock waves went around the world when the International Monetary Fund (IMF), the European Union
(EU), and the European Central Bank (ECB) not only approved but mandated the confiscation of
depositor funds to “bail in” two bankrupt banks in Cyprus. A “bail in” is a quantum leap beyond a “bail
out.” When governments are no longer willing to use taxpayer money to bail out banks that have
gambled away their capital, the banks are now being instructed to “recapitalize” themselves by
confiscating the funds of their creditors, turning debt into equity, or stock; and the “creditors” include
the depositors who put their money in the bank thinking it was a secure place to store their savings.
The Cyprus bail-in was not a one-off
emergency measure but was consistent with similar
policies already in the works for the US, UK, EU,
Canada, New Zealand, and Australia. “Too big to
fail” (TBTF) now trumps all. Rather than banks
being put into bankruptcy to salvage the deposits of
their customers, the customers will now be put into
bankruptcy to save the banks.

claims have super-priority over all other claims,
secured and unsecured, insured and uninsured. In a
major derivatives fiasco, derivative claimants could
well grab all the collateral, leaving other claimants,
public and private, holding the bag.
The tab for the 2008 bailout was $700 billion in
taxpayer funds, and that was just to start. Another
$700 billion disaster could easily wipe out all the
money in the Federal Deposit Insurance Corporation
Why derivatives threaten your bank account
(FDIC) insurance fund, which has only about $25
billion in it. Both JPMorgan and Bank of America
The big risk behind all this is the massive $230
have over $1 trillion in deposits, and total deposits
trillion derivatives boondoggle managed by US
covered by FDIC insurance are about $9 trillion.
banks. Derivatives are sold as a kind of insurance for
According to an article on Bloomberg in November
managing profits and risk; but as Satyajit Das points
2011, Bank of America’s holding company then had
out in Extreme Money, they actually increase risk to
almost $75 trillion in derivatives, and 71% were held
the system as a whole.
in its depository arm, while J.P. Morgan had
In the US
$79 trillion in derivatives, and 99% were in its
after the GlassSteagall Act was …customers will now be put into depository arm. Those whole mega-sums are
not actually at risk, but the cash calculated to
implemented in
be at risk from derivatives from all sources is
bankruptcy to save the banks.
1933, a bank
at least $12 trillion, and JPM is the biggest
could not
player, with 30% of the market.
gamble with
It
used to be that the government would
depositor funds for its own account; but in 1999, that
backstop the FDIC if it ran out of money. But
barrier was removed. Recent congressional
section 716 of the Dodd Frank Act now precludes
investigations have revealed that in the biggest
the payment of further taxpayer funds to bail out a
derivative banks, JPMorgan and Bank of America,
bank from a bad derivatives gamble. As summarized
massive co-mingling has occurred between their
in a letter from Americans for Financial Reform:
depository arms and their unregulated and highly
vulnerable derivatives arms. Under both the Dodd
Section 716 bans taxpayer bailouts of a broad range
Frank Act and the 2005 Bankruptcy Act, derivative
of derivatives dealing and speculative derivatives
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