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Why lceland Should Be in the News, But Is Not
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An lra an ladio programs story about lceland s on-going revolution is a stunning
exa m ple oi h ow little o.rr med ia tells us abo ut the rest of the world Ameicans
may rernern ber that at the starl of the 2008 financial crisis lceand irerally went
bankrLrpt fhe reasons were ment oned only in passinq a nd s nce lhen this litt e-
known member oflhe European Unior lellback into obliviofi
As one E!ropean country after anolher fa ls or isks lailing lmpeilng lhe Eurc with
reperclsslons for the entire wond. the ast thrng the powers thai be want is for lceland
to become an example Heres why:
Five years of a pure neo'liberal .egime had made lceland, (populatron 320 ll]ousand,
no army), one ofthe ichest countrles n ihe world ln 2003 ailthe coLrntry's banks
were pivalized, and rn an effort to attraci foreign investors. they offered online
banking whose mrnrma costs allowed them to offer rs aiively high rat€s oi return The

accounts. called lcesave attracted many Efg sh and Dllch small investors BLri as nvestments grcw so d d the
banks forcrgn debt ln 2003lceland s debtwasequallo 200 times its GNP but'n 2007, itwas 900 percenl The 2008
world nna nc a crisis was the coup de g race. The ih ree main lce andic banks Landbank . Kaplhing and Gliin r went
belly !p and were natonalized. whie the Kroner iost 85old ol ils value with respeci to the Euro. At the end of the year
lceland declarcd bankruptcy
Contrary to what could be expected, the crsis resulted in lce anders recovering iheir sovere gn aglrls, through a
process of d recl particpaiory democracy that eventualiy led lo a new Constitution Bli on y after rnuch pain

Geir Haarde lhe Prime Ministerofa SocialDemocratc coalition govemment. negotiated a lwo mjllion one hundred
thousand do ar loan. to which the Nord c countries added anothertwo and a halfmillion 8ut lhe foreign linancial
commun ty pressured lceland to lmpose drastic measures The Fl,4l and ihe European Unlon wanled to take over iis
debl. claimrng this was the only way for the country to pay back HolLand and Great Bitain, who had promEed to
reirnburse their c tzens
Protests and rots continued, eventua y forcing the governmentto resgn Elections were btoughl forward to April
2009. resulting in a reft{jng coalition which condemned the neoiiberal econom ic system. but rmmediately gave in to
Its dernands ihat lce and pay off a totalofihree and a hall million Euros Thls requ €d each lcelandic citzen to pay
I 00 Euros a monih (or aboul $ 1 30) for ijfteen yeals at 5 5% interesi to pay ofi a debt incuffed by p r vate parties vis a
vis olher pivate parlies ll was the straw that b.oke lhe .erndeeis back.
\\hat happened nexl was extrao.dinary. The beliefthat citizens had to pay for the mistakes ofa financial
monopoly, thatan entire nation must be taxed to pay off private debts was shattered, transforming lhe
relalionship between citizens and lheir polilical inslitutions and eventually driving lceland s leaders io the side of
thek consUluents The Head oI Slate, Oiaflr Ragnar Gimsson, refused to ratity the law that would have made
Icelan.l's citizens responsible for its bankers' debts, and accepted calls for a referendum.
Ofcou6e the iniemational community only increased the pressure on lceland. Great Britain and Holland
thre6tenecl dire reprisals that woulcl isolate the country. As lcelandsrs went to vote, foreign bankeE
threatened to block any aid from the lMF. The British government threaten€d to froeze lcelender savings
and checking accounts. As Grimsson said:"we were lold that if we refused lhe internalional communiiy s
condrlions, we would becorne ihe C uba of the Nodh. Bul if we had accepted we would have become lh€ Haill of
the Noi(h (How many iimes have lwritlen that when Cubans see the dl€ state oftheir neighbor Hail, they count
themselves lucky )
ln the N4arch 2010 referendum 93% voted aga nst repayment oflhe debt The IMF rnrnediately froze its oan But the
revolution (tholgh ot lelevised in the U n ited States). wou d not be ni m idated Wth the support of a iuiolrs
cilizenry. the government launched crvil and penal rnvestigations into those responsible ior the finanoal crisis lnterpol
put out an inte rnat on al arrest wara nt rorihe ex-presrdent of Kaupthing Sg!rdurEnarsson aslhe otherbankers
irnphcated ln the crash fled the country
Bul lcelandels didn t stop there: lhey decidsd to draft a new constltution thatwould free the country lrom the
exaggerated power of international finance and virtual money (The one in use had been written when lceland
g a ned iis independence from Denm erk in 1 91 8, the on y difference wiih the D an sh conslitution being that the wod
'president replaced the word kinq )
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To wite the new constitution, the people of lceland €l€cted twenly-five citizens ftom among 522 adulls not belonging
to 6ny politicalpady but recommended by at Least thirty citizens. Thls documontwas notlhe work of a handfulof
polilicians, but was wn'tten on the intemet. The constituent s me€tings are slteamed online, and dljzens cen send
ihercomments and suggestions, witnessing th6 documentas ittakas shaps. The constitution lhateventually
emerges from this participatory democratic process willbe subnitted lo psrllament for approvalaflsr ihe n6xt

Some readers willrcmsmberthet lceland's ninth cenlury aqrarian collapse was featured in Jarcd Diamond's book by
th€ same name. Today, lhat count y is recovedng from rts nnanoal collapse in ways jlsi the opposit€ of those
generally considered unavoidable, as confrmed yesierday by the new head of the lMF, Christin€ Lagarde to Fareed
Zakara The people of Greece have be€n told thatthe privatization oftheir public s€ctor 13 the only
solution. And those of ltaly, Spain and Portugal arcfaclng tlr€ 3ame threal
They should look to lceland. RefBlng to bow to foreign lnteresG, that 3ln.ll counly stated loud and clsa.
that tho people are sovorelgn,
That's why it 13 not in lhe newa anymore-
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