Interview

Korea can Use G20 to Fight
Destructive Financial Speculation

S

eoul – S. Korea will soon be the first Asian nation to
host the G20 economic summit this November
10th. The focus will be on avoiding a global
economic collapse that is causing nations’ economies to
fall like dominos, the latest victims being Dubai, Iceland,
Greece, Portugal, and Spain. With each economy that
falls, a struggle emerges between that nation and the
International Monetary Fund (IMF) not unlike Korea’s
experience in the 1997 IMF crisis.
Historian, economist, and author Webster Griffin Tarpley
was able to give some insight on what, in his opinion, is
really going on, in a telephone interview to his home in
Washington, U.S. He is actually a doctor in economics, a
regular guest on various international TV and radio, and
has his own weekly radio show from Washington DC,
World Crisis Radio. His main area of focus has been
criticism of banking elites, especially from Wall Street and
London. He warns; “We are in a worldwide economic
depression of incalculable proportions, and it is bottomless.
It started in the US and now it has migrated to Europe.”

His predictions in the past prove he should be taken
seriously. In 1999 he published the book Surviving the
Economic Cataclysm and he predicted complex financial
instruments called derivatives were putting strain on the
world economy and eventually could lead to a worldwide
depression. Then in 2008, Lehman Brothers, Bear
Stearns, and other major US financial institutions, all
heavily invested in derivatives, collapsed and set off the
recent economic downturn. He says the total value of
derivatives currently in the world market is worth roughly
1.5 quadrillion US dollars.
He stresses, “Korea is part of a global economy, like it or
not.” For example Korea’s successful electronic and
automobile industries largely sell their products abroad.
Tarpley believes Korea needs to fight financial speculation
from the IMF, and look at what is happening in nations
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like Greece and Iceland and what happened here in 1997.
“The Koreans need to know that the 1997 Asian contagion
IMF crisis was created by financier George Soros of Wall
Street and London using credit default swaps,” he said.
“There is now a worldwide movement to fight derivatives
(financial speculation)” Tarpley says. Iceland and Greece
are now leading the resistance to the IMF with some
success. For example, in a recent referendum, 92 % of
Iceland’s citizens voted against paying the IMF. Greek
citizens have now had two nationwide general strikes to
protest paying the IMF. However, in 1997 the Korean
government, under heavy IMF pressure, decided to pay
the IMF (without a public referendum). “You don’t save
face by paying the IMF, you save face by fighting it,”
Tarpley said.
Despite the grim outlook for the global economy, Tarpley
has offered a four-point plan that Korea and other nations
can use to initiate a real recovery. He stresses that all of
these initiatives are gaining worldwide support, so S.
Korea would not be without friends at the G20 if they were
to consider these. He believes the G20 in Seoul can be a
platform for S. Korea to push these initiatives and truly
lead the world economy.
Step 1: Ban credit default swaps, the form of derivatives
specifically blamed for the IMF crises. The NY Times
offered this explanation in regards to the Greek IMF crisis;
“These contracts, known as credit-default swaps, effectively
let banks and hedge funds wager on the financial
equivalent of a four-alarm fire: a default by a company or,
in the case of Greece, an entire country. If Greece reneges
on its debts, traders who own these swaps stand to profit.”
Essentially, they are bets on fate of a company (or nation),
and these bets can be made by the very same banks
(actually ‘hedge funds’) that are supposed to be investing
in growth, creating an obvious conflict of interest.
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The Wall Street Journal
reported there is a growing
worldwide
movement
against credit default swaps:
“International momentum is
building
for
stricter
oversight of derivatives
trading, as a top U.S.
regulator recommended new
limits on credit-default
swaps and European leaders
pushed for a ban on
speculative bets against
government debt following
recent financial turmoil in
Greece.” Also the European
Webster Griffin Tarpley
www.tarpley.net Union (EU) wants to outlaw
forms of credit default
swaps at the G8 meeting in Toronto in June.
Step 2: Recreate and enforce the Glass Steagall Act,
referred to today in Washington as the Volcker Rule. This
was created in America after the first Great Depression
and repealed by President Clinton in the late 1990s.
Named after its sponsors, this act outlawed banks acting
as hedge funds. It said that a bank can be an investment
bank, a commercial bank, or an insurance company, but
only one of these, because being more than one creates the
scenario of being able to bet on the fate of an asset you
also invested in.
The governments of France, Germany, and Italy have all
proposed legislations based on the foundation of the Glass
Steagall Act. In the US senators John McCain and Maria
Cantwell have recently proposed reinstating it. Economic
advisor Paul Volcker of the Obama Administration also
has expressed support.
Step 3: Tax all derivatives and speculative financial
transactions in general with a Tobin tax, securities
transfer tax, or ‘Robin Hood’ tax. This would be a sales tax
or turnover tax for bankers and hedge funds. Derivatives
were actually illegal for most of the 20th century (19361982) in America, as it was seen as a form of gambling.
Warren Buffet, CEO of Berkshire Hathaway, and one of
the wealthiest businessmen in the world, once called
derivatives “financial weapons of mass destruction.” A
one-percent tax on all financial speculation would greatly
discourage abuse of derivatives, it would create income,
and it would mean they will all be accounted for.
Supporters of taxing derivatives include the governments
of France and Brazil, the Chancellor of Germany Angela
Merkel, the Prime Minister of Great Britain Gordon
Brown, and other politicians among G20 nations. The
European Parliament in Brussels has demanded a Tobin
tax for the EU. Parts of the British Labour Party and the

British trade unions are demanding a Robin Hood tax in
the British election campaign, which has already begun.
The AFL-CIO and Congressman DeFazio of Oregon want a
Tobin tax for the US.
Step 4: “Nationalize the central bank in whole or in part to
force them to finance real production,” said Tarpley. The
Federal Reserve bank is private (not ‘federal’ at all) and
they offer zero percent lending for derivatives, but high
interest rate lending for real production.
He added “Use the zero percent national credit for an
ambitious program or infrastructure – nuclear energy,
fast rail, hospitals, schools, water systems, superhighways,
and the like. Use the Tennessee Valley Authority model
for regional development. Use zero percent state credit for
export financing.”
Although S. Korea’s central bank is private (and once led
by the current president Lee), it seems to have a great
record. “What they (the Koreans) have accomplished per
person in S. Korea is actually more impressive than the
efforts of Japan and China,” said Tarpley. Korea is famous
for its fast rails, modern subways, nuclear power plants
built here and abroad, and there is a space program and
great electronic and automobile industries.
He also gives two warnings. First, don’t engage in
economic ‘monetarism’. This is the neo-liberal (von
Hayek or Milton Friedman) theory that there are natural
business cycles ongoing and when times get tough, its best
to just let the free market naturally fix itself over time,
never mind if people lose their homes or go hungry in the
process. The government needs to use their central bank
to initiate real tangible production, as explained in step 4.
Finally, avoid investing in ‘green jobs’. President Lee has
indicated S. Korea will play a lead role in the “fight against
global warming”. But global warming is not a cause that
Koreans should engage without caution. According to
Tarpley, Koreans should inform Lee that every green job
created is a net loss to the economy, or else they wouldn’t
need government subsidies, which they all do. And the
government must say no to ‘carbon taxes’ or cap-andtrade speculative schemes, which would be paid straight
to the IMF and World Bank, institutions that have nothing
to do with the environment.
President Lee Myung-bak says the G20 meeting will be
"the hub of the ‘new world order’ in the post-crisis era."
The people of Korea need to make sure that means
policies that join the growing global movement against
destructive financial speculation in the form of
derivatives, and in favor of New Deal type measures that
will lead to world economic recovery from the current
depression.
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