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FOREWORD

THIS BOOK BEGAN when | coauthored Minutemen: The Battle
to Secure America'sBorders.

My research revealed the true extent of the illegal immigrant
invasion occurring across America's wide-open border with Mex-
ico. | wrote extensively of the criminal gangs and drug cartels
exploiting our open borders and examined statistics and quoted
experts, arguing that allowing Mexico's impoverished millions to
cross our borders illegally creates an economic threat to our
lower-skilled workers and places a severe strain on America's
middle class. One chapter was devoted to Los Angeles County
Deputy David March—killed in cold blood by Armando Arroyo
Garcia, anillegal alien with a criminal record who had been de-
ported three times before the shooting. | documented that Hez-
bollah terrorists who entered the United States through Mexico
are in federal prison today, prosecuted for sending money back to
Hezbollah terrorists in Lebanon.

| realized something was terribly wrong when the Bush ad-
ministration took no action against the thousands of illegal immi-
grant protestors and their supporters who marched on May Day
2006 in American streets under the Mexican flag. The only con-
clusion | could reach was that the Bush administration was leav-
ing our border with Mexico and Canada wide open because that
was the way the Bush administration wanted the borders.

As | worked on Minutemen, | came to suspect that President
Bush had made a fundamental policy commitment when he
agreed to the Security and Prosperity Partnership of North Amer-
ica a a summit meeting with Mexico and Canada on March 23,
2005. More than a declaration of friendship by neighboring coun-
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tries, the agreements made at the Waco summit were perhaps the
reason our borders with Mexico and Canada have remained so
porous.

The argument made in The Late Great USA is that policy mak-
ers in the three nations and multinational corporations have
placed the United States, Mexico, and Canada on a fast track to
merge together economically and politically.

The goal of this book is to bring the North American integra-
tion argument into the arena of full public discourse, where the
evidence can be examined, while the pros and cons are debated.
A public debate is the only way to avoid seeing a North Ameri-
can Union created through a stealthy, incremental process in
which our public policy makers are intentionally less than candid
about their true intentions.

| believe that an informed American public will fight to retain
American sovereignty, rejecting the globalist determination to
merge the United States, Mexico, and Canada on the way to a
borderless "free trade" world. Publishing this book will test
whether American patriots remain who will resist the movement
toward a North American Union.

Jerome R. Corsi

Xii



INTRODUCTION

O\l NOVEMBER 19, 1863, Abraham Lincoln strode forward
onto the field of Gettysburg, some four months after the
great battle. The short speech he delivered that day is one of the
most enduring statements of American freedom ever uttered.

In that speech, Lincoln observed that the Civil War was a test
of how long a nation "conceived in Liberty, and dedicated to the
proposition that all men are created equal” could endure.

In these few words, Lincoln captured the historic significance
of America. The United States was the first nation ever brought
forth to preserve the God-given rights endowed to al people. He
also recognized the preciousness of any human institution de-
signed to preserve those rights, especially one created "under
God" to be a government "of the people, by the people, and for
the people.” Before, governments had been created of the elite, by
the elite, and for the elite.

That day, Lincoln prayed that the United States of America, so
created and so dedicated, should "not perish from the earth."

Today, we again face the possibility that the United States of
America may not long endure. Our national sovereignty is in
danger of being compromised in favor of an emerging regional
government, designed of the elite, by the elite, and for the elite,
who are working to achieve global ambitions in the pursuit of
wealth and power for themselves.

There are movements afoot in Mexico, Canada, and the United
States, similar to those in Europe that led to the formation of the
European Union that, if left unchecked, will erode U.S. sovereignty
and lead to a North American Union.
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But how exactly did the Europe of World Wars | and |l—a
Europe that was fiercely nationalistic—become the Europe of to-
day? In order to understand the significance of contemporary de-
velopments in the United States, it is imperative to compare them
to those that occurred in Europe over half a century ago.

The Formation of the European Union

The European Union was formed by people determined to destroy
the nation-states that had dominated European politics for centu-
jries. Many European intellectuals, especialy in Germany, blamed
the two world wars on the rise of nationalism. Those planning to
undercut national sovereignty in Europe knew they would succeed
only if they kept their true intentions concealed. Any direct pro-
posal to eliminate nation-states—most with proud histories ex-
tending across centuries—would have been overwhelmingly
rejected by citizens loath to see their national identities absorbed
into a "European" consciousness.

Despite these odds, the backers of a European Union suc-
ceeded, due in large part to the efforts of Jean Monnet, widely re-
garded as the father of the European Union. Monnet was born on
November 9, 1888, to a French cognac merchant. Discharged from
the military for health reasons, Monnet spent much of World War |
forging an international aliance between the French and British-
led effort to defeat Germany. Monnet emerged from this experi-
ence a true globalist who believed that nation-states were ulti-
mately destructive. Monnet believed more European wars were
inevitable as long as Europeans saw themselves first as British,
French, Italian, or German, and only secondarily as European.1

On August 5, 1943, as a member of the National Liberation
Committee of the free French Government in Algiers, Monnet
addressed the committee, stating:

There will be no peace in Europe if the States rebuild them-
selves on the basis of national sovereignty, with its implica-
tions of prestige politics and economic protection...The
countries of Europe are not strong enough to be able to
guarantee prosperity and social development for their peo-
ples. The States of Europe must therefore form a federation
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or a European entity that would make them into a common
economic unit.?

Monnet was instrumental in forging this federation, and he did
so by prioritizing economic unity over political unity.

On May 9,1950, French Foreign Minister Robert Shuman, in a
speech inspired by Monnet, announced what became known as
"The Shuman Declaration,” a plan to pool French and German
coal and steel production.* Shuman argued that this solidarity
would make war between France and Germany "not merely un-
thinkable, but materially impossible."* On December 18, 1951,
"the Six"—a group of European nations consisting of Belgium,
France, Germany, Italy, Luxembourg, and the Netherlands—
signed the Treaty of Paris, formally establishing the European
Coal and Steel Community (ECSC).®> Then, on March 25, 1957, the
Six signed the Treaty of Rome establishing the European Eco-
nomic Community (EEC), commonly referred to in the United
Kingdom as the European Common Market.®

From here, a series of incremental steps can be traced that
moved a European common market into a European regional
government. Once Europe started taking steps toward economic
unity, political unity followed.

On March 25, 1957, the European Atomic Energy Commis-
sion was created by a second treaty of Rome, signed the same day
that the more famous Treaty of Rome created the EEC. On Octo-
ber 17, 1957, a European Court of Justice was established in order
to settle regional trade disputes. In 1960, Austria, Denmark,
Norway, Portugal, Sweden, Switzerland, and the UK set up the
European Free Trade Association (EFTA). In 1965, the three al-
ready-established European communities—the European Eco-
nomic Community, the European Coal and Steel Community,
and the European Atomic Energy Community—merged under
the European Economic Community (EEC) moniker. In 1968, in a
move toward abolishing duties at internal borders and establish-
ing a uniform system for taxing imports among EEC countries,
the European Customs Union was formed.

Brussels and Luxembourg were selected as the executive sites
of the EEC almost by accident. In 1951, Luxembourg's foreign
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minister had insisted that the European Coal and Steel Commu-
nity set up headquarters in Luxembourg, but refused to accept
any more "Eurocrats." When the Treaty of Rome established the
EEC in 1957, Brussels became a "provisional site" that eventually
grew into a permanent fixture. In Luxembourg, ECSC committees
were established, just as EEC committees were established in
Brussels. Over time, these committees evolved into the bureau-
cratic "working groups" that even today run the executive func-
tions of the European Union.’

In 1978, the European Council met in Brussels and estab-
lished a European monetary system based on a European cur-
rency unit (ECU) and an exchange rate mechanism (ERM).
Initially the ECU was just used for travelers' checks and inter-
bank deposits. However, the agreement set the stage for the
emergence of a common European currency. In 1986, the Single
European Act modified the Treaty of Rome and set up a frame-
work for a completely unified European market. Gradually, what
began as a limited coal and steel agreement transformed into a
common market and a European customs union, with the under-
pinnings for a European currency.

The Treaty of the European Union, signed in Maastricht, the
Netherlands, on February 7, 1992, formed a full-fledged regional
government.® The flag of twelve yellow stars in a circle against a
blue background, first seen as the EEC flag in 1985, became the
officia flag of the European Union—just as the EU passport sup-
plemented and then supplanted national passports from the vari-
ous European nations participating in the union. Over a period of
fifty years, the internal borders between EU countries were
largely erased so European Union citizens could live and work in
the EU country of their choice. Over this same period of time, a
professional bureaucracy sprouted and grew in Brussels and
Luxembourg. On January 1, 2002, the euro was introduced and
the traditional national currencies of the participating EU coun-
tries were phased out.’

Today, some 70 to 80 percent of the laws passed in Europe
involve nothing more than rubber stamping regulations already
written by nameless "working group" bureaucrats in Brussels or
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Luxembourg. Virtually gone is the ability of European countries
to set their own policy direction and the ultimate arbiter of justice
is the European Court of Justice in Luxembourg, not the highest
national court in each country.

In short, Monnet's vision of a future where the nations of
Europe would gradually surrender their sovereignty to partici-
pate in aregional government had been largely achieved.

The Incremental Approach and the Stealth Plan

The European Union succeeded because its supporters took an in-
cremental approach. While advancing step by step toward a united
Europe, they studiously avoided suggesting their goal was to cre-
ate a "supra-government." What began as a coa and steel agree-
ment advanced to a common market and ended as a regional
government—exactly as Jean Monnet had always wanted as ex-
pressed in the closing words of his Memoairs:

The sovereign nations of the past could no longer solve
the problems of the present; they cannot ensure their own
progress or control their own future. And the Community
itself is only a stage on the way to the organized world of
tomorrow. ™

In The Great Deception, perhaps the most comprehensive ex-
amination of the emergence of the EU yet written, authors Chris-
topher Booker and Richard North conclude:

Even though he had long since been honored as "the Father
of Europe," Jean Monnet had always preferred to work be-
hind the scenes, away from the limelight. He knew that,
only by operating in the shadows, behind a cloak of obscu-
rity, could he one day realize his dream. What he pulled
off...was to amount to a slow-motion coup d'etat: the most
spectacular coup d'etat in history.*

Although he died in 1979 before seeing his plan for establishing
an EU fully realized, Monnet lived to see many events unfold as
he had recommended. The original nation-states, including the
governments, courts, and parliaments of France, England, and
Germany remained, but "only so they could gradually become
subordinated to a new supranational government which was
above them all."*
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From this brief history of the European Union, several defin-
ing characteristics emerge from which parallels can be drawn to
the movement to merge the United States, Mexico, and Canada:

* A highly motivated and passionate organizer

» Economic union as a means to economic growth, which was
later followed by political union;

* A desire to foster security and eradicate war;

» A desire to establish a collective consciousness that super-
seded national consciousness,

» A defacto political union that resulted from economic trea-
ties followed by formal ratification;

» The blurring of borders and the transfer of passports from
the countries to the "supra-government";

* A reticence to acknowledge the real goals of the movement;

 The creation of a common currency.

Had Germany, France, or Italy realized in 1957 that the Treaty of
Rome would lead to a loss of self-government, the European Un-
ion movement would have been dead before it started. By 2002,
however, most European states made the decision to abandon their
national currencies in favor of the euro with little hesitation, de-
spite the loss of national sovereignty entailed in the decision.

Will the same be said of the United States twenty or thirty
years from today? If we don't heed the handwriting on the wall,
it might very well be.

The Late, Great USA

Abraham Lincoln understood that liberty is precious, so he stood
on the field of Gettysburg and reminded people that it was their
duty to continue "the great task remaining before us...that this
nation, under God, shall have a new birth of freedom." Eternal
vigilance, it has been said, is the price of freedom, and just as it
was the duty of Americans in Lincoln's day to fight to preserve
that freedom, so it is the duty of Americansin our day.

The government established by our forefathers, a government
"of the people, by the people, and for the people,” was not estab-
lished quietly. Unlike Jean Monnet, the Founding Fathers were

6
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upfront about their goals for the new government they formed.
The democratic process and the liberty it brings depend upon
such openness. Elites are as susceptible to corruption as ordinary
citizens. In a constitutional republic, the power of correction rests
with all the people; but the people can only correct that of which
they are aware. As the EU experience shows us, secrecy is the
great friend of tyranny.

Unfortunately, steps similar to those that resulted in the Euro-
pean Union are being taken in America, Mexico, and Canada. If we
do not wish to follow the EU into regional government, it's the duty
of each of us to hold our leaders accountable for placing our coun-
try's sovereignty in danger. While it would be presumptuous to
claim that a North American Union is inevitable, it is equally pre-
sumptuous to insist that it isimpossible. This book will demonstrate
that disturbing parallels exist between the stealth process that re-
sulted in the EU, and the incremental actions being taken by the
governments of the United States, Mexico, and Canada to unite our
nations into an emerging regional configuration. Preserving U.S.
sovereignty is up to those of us who still care about freedom and the
nation our forefathers bestowed upon us.
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CHAPTER ONE

FORMING THE
NORTH AMERICAN UNION

"Sovereignty isan anachronistic concept; it hasbeen inherited froman
age when kings ruled over their subjects.”

George Soros'

I NCREMENTALISM has proved to be a highly effective way of

implementing social and political change. Europe, for example,
experienced what might be termed a "quiet revolution" between
the 1940s and the 1990s, as European leaders slowly and almost
imperceptibly sacrificed national sovereignty for the concept of a
European union. The process began with a formal agreement be-
tween six countries that established the European Coal and Steel
Community (ECSC). As Europe integrated economically, judicial
and political integration followed.

North America has its own version of the ECSC in NAFTA and
in the SPP (Security and Prosperity Partnership), put into place by
an informal agreement between Mexico, Canada, and the United
States in 2005. A North American Union is even advocated by
Americas own Jean Monnet-—Professor Robert Pastor, who has
proposed a North American currency called the "amero," and who
has played a significant role in a number of meetings and confer-
ences, closed to the public, between top American, Canadian, and
Mexican officials. Who is Robert Pastor? What would the amero
mean for America's economy? What exactly is the SPP and where
did it begin? The first part of this book is devoted to answering
these questions.



THE LATE GREAT USA

First Steps with Mexico: The '"Partnership for Prosperity"

On July 4, 2000, two days after winning the presidency of Mexico,
Vicente Fox caled for a twenty-year timetable for the creation of a
North American common market. Termed his "20/20 vision/'
which Fox hoped would be realized by 2020, his plan for North
American integration was ambitious. Fox called for the creation of
a North American customs union, a common external tariff,
greater coordination of policies, common monetary policies, free
flow of labor, and fisca transfers for the development of poor
Mexican regions within twenty years.? Referring to the model of
the European Fund, Fox suggested that $10-30 billion should be
invested in NAFTA to support underdeveloped regions. An inter-
national financial institution such as the Inter-American Develop-
ment Bank would administer the fund. Wasting no time after his
election, Fox pushed ahead with North American integration on
the model of the European Union.

On February 16, 2001, President George W. Bush and Vicente
Fox met at Fox's home, Rancho San Cristobal, in the state of Gua-
najuanto, Mexico.® This was President Bush's first official state
visit with a foreign leader, less than one month after taking office
to begin his first term. During the joint press conference that fol-
lowed their meeting, both presidents spoke in general terms
about a prosperity partnership between Mexico, the United
States, and Canada. President Fox commented that, "We have
identified a renewed will for cooperation to design, together with
our Canadian partners, a region guided by the search for shared
prosperity." President Bush, speaking in Spanish, called Fox a
"friend," and noted he fdt like he was "among family" when vis-
iting Fox's home and meeting his mother. Then, President Bush
said, "I came here today to seek President Fox's views on how we
can go about building on our partnership.”

Although the Rancho San Cristobal press conference made no
mention of any signed agreement, the White House website pub-
lished ajoint statement by the two presidents. The statement ref-
erenced a "Guanajuanto Proposal,” and an officid White House
press release claimed we were moving "Toward a Partnership for
Prosperity."* The last paragraph of the joint statement stressed,
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"We believe our two nations can now build an authentic partner-
ship for prosperity, based on shared democratic values and open
dialogue that bring great benefits to our people/'

President Bush was not the only one who caught Fox's 20/20
vision. Robert L. Bartley, the editor of the Wall Street Journal, also
decided to lend his voice to the move for North American inte-
gration. In a Wall Street Journal editorial published July 21, 2001,
Bartley wrote: "Reformist Mexican President Vincente Fox raises
eyebrows with his suggestion that over a decade or two NAFTA
should evolve into something like the European Union, with
open borders for not only goods and investment but also people.
He can rest assured that there is one voice north of the Rio Grand
that supports his vision. To wit, this newspaper."®

Bartley concluded by noting that, "President Fox is nothing if
not a visionary. Many scoffed at his ambition to unseat the machine
that had run Mexico for generations, now they scoff at his proposals
on immigration. But over the decade or two he mentioned, a
NAFTA with open borders may yet prove not so wild a dream."”

At the time, these declarations of support seemed innocuous
enough—not much more than an expression of friendship between
two neighboring nations. In retrospect, however, the language
"partnership for prosperity" should have lit a signal that a move
toward more formal economic and political integration was afoot.
The phrase, somewhat modified, was to reappear in an expanded
form after the tragic 9/11 terrorist attacks later that year.

On September 5 and 6, 2001, just a few days before the 9/11 ter-
rorist attacks, President Fox traveled to Washington, D.C., for a
state visit at the White House.® This visit got off to a rocky start,
however, when President Fox issued a challenge to President Bush
to develop a plan for legalizing all Mexicans in the United States
by the year's end. In making this suggestion, Fox was pushing an
amnesty, a politically unpopular idea that no American president
could openly support. In private meetings, the two leaders hit on
prosperity as the theme to present as a public summary of their
discussions. The idea was that generating prosperity in Mexico
might reduce the need for Mexico's impoverished millions to cross
the American border in search of jobs. The United States could also

13
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stress that Mexican labor was needed for advancing American
prosperity. During their discussions at the White House, President
Bush proposed an idea he wished to advance: namely, that public-
private aliances would be needed to involve private investment
capital in the effort to spur private sector growth to develop Mex-
ico economically.

The two leaders decided to term the outcome of their discus-
sions as the Partnership for Prosperity Initiative. The final joint
press release called on "senior-level" coordinators on both sides
to "draw on the best expertise among Mexican and U.S. econo-
mists, businesspeople, and civil society" to develop a concrete
plan of action to be presented to the presidents by March 1, 2002.”
The goal was to identify investments that would stimulate job
growth in Mexico, thereby creating an environment where Mexi-
cans could economically survive in their own country rather than
illegally entering the United States for work.

Over one hundred experts from the public and private sector
attended two conferences held later that year—one in Merida,
Mexico and the other in Washington, D.C. According to a State
Department "fact sheet” published on March 22, 2002, Deputy
Treasury Secretary Kenneth Dam and Under Secretary of State
Alan Larson led the U.S. effort.? The Partnership for Prosperity ac-
tion plan identified specific economic investments that could
stimulate housing, commerce, and small business in Mexico.

These two conferences assumed that North American integra-
tion was for the good of al involved and that defining a path for
Mexican immigrants to obtain American citizenship was politically
preferable to outright amnesty for the millions of Mexican immi-
grants already illegally in the United States.

The Council on Foreign Relations Takes Center Stage

The terrorist attacks on 9/11 added the issue of security to the
then-emerging Partnership for Prosperity with Mexico. Interest-
ingly, this development even more closely parallels the initial
stages of the European Union. World Wars | and |l drove the
formation of the European Coal and Steel Community—an or-
ganization that is commonly viewed as one of the first significant
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precursors to the EU. Twice in the first half of the twentieth cen-
tury, Germany had wreaked havoc on neighboring countries by
trying to dominate Europe. Proponents of economic integration—
and ultimately political integration—wanted to make Germany's
economic welfare interdependent on other nations, specifically
France, in hopes that this union would prevent further warfare.
That was, at least, the proximate cause. Developments in a re-
gional direction led to the diminishing of national sovereignty of
all parties involved.

On October 17, 2001, the Council on Foreign Relations (CFR)
held a roundtable meeting in Atlanta, Georgia, under the title "The
Future of North American Integration in the Wake of the Terrorist
Attacks."® This was the beginning of including "security" in what
had previously been only identified as a partnership for prosperity
between Mexico and the United States. Also, the CFR language
redefined the partnership to be "North American," thus including
Canada for the first time. The meeting proceeded under the as
sumption that NAFTA's "limits have been reached" and that what
is now needed is an "institution that thinks about these problems
in a continental role."°

Since its formation in 1921 from the group of academics who
advised President Wilson about post-war Europe, the CFR has
seen the formation of international organizations as essential to
world peace. The failure of the League of Nations to prevent World
War Il did not dissuade the CFR about the effectiveness of interna-
tional organizations. Instead, the failure of the League of Nations
elicited renewed resolve from within the CFR to establish the
United Nations after World War Il as a "new and improved" ver-
sion of the League of Nations. Under the sponsorship of David
Rockefeller, the CFR continues today to press for the United States
to accept international solutions, including the promotion in the
Western Hemisphere of North American regional integration as a
necessary successor to NAFTA. Consistently, the CFR has an im-
pact on the language and thought around which U.S. foreign pol-
icy is formed.

15
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The CFR roundtable held in Atlanta stressed the importance of
a transportation infrastructure in advancing the integration of
North America:

The deepening of NAFTA means greater coordination or
harmonization of policies. Thinking continentally for trans-
portation and infrastructure would facilitate economic co-
operation and integration.™

The group recommended establishing an advisory North Ameri-
can Commission to set the agenda for future summit meetings
between the leaders of the United States, Mexico, and Canada.

A Task Force on North America's Future

On Octaober 15, 2004, the CFR created an independent task force on
the future of North America® The task force was headed by for-
mer Canadian Deputy Prime Minister and Minister of Finance
John P. Manley; former Minister of Mexico Pedro C. Aspe; and
former governor of Massachusetts and Assistant Attorney General
William F. Weld. The task force consisted of prominent govern-
ment officias and business leaders from the three countries, each
of whom had an established history of supporting North American
integration. The three vice chairs of the task force were al strong
proponents of North American integration: Thomas d'Aquino,
chief executive of the Canadian Council of Chief Executives,
Andres Rozental, president of the Mexican Council on Foreign Re-
lations; and Robert A. Pastor, then identified as president of inter-
national affairs at American University.

In March 2005, the CFR task force issued its first report, a chair-
men's summary entitled "Creating a North American Commu-
nity."® The Consgjo Mexicano de Asuntos Internationales
(COMEXI) and the Canadian Council of Chief Executives (CCCE),
two groups also on record as supporting North American integra-
tion, issued the report together with the CFR. The CFR intention-
aly published the report before the trilateral summit planned for
later that month in Waco, Texas. The CFR expected the Waco
summit to be a defining moment in U.S.-Mexican-Canadian rela-
tions and the intent was to issue prior to the meeting the CFR's
recommendations of what the summit should accomplish.
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The report reflected the consensus of the task force's three
chairs and three vice chairs:

To build on the advances of the past decade and to craft an
agenda for the future, we propose the creation by 2010 of a
community to enhance security, prosperity, and opportu-
nity for al North Americans.™

This was the first time that a specific date was set for North
American integration: 2010, only five years forward from the
publication of the task force report. Also, the word "security" was
added to the prosperity formula. What President Bush and Presi-
dent Fox previously specified in San Cristobal as a "partnership
for prosperity" became, after 9/11, a "security and prosperity"
partnership.

Building on the theme of a terrorist security threat to North
America, the CFR task force called for the creation of a security
border around the continent. This was a fundamental shift away
from defining national borders as key to protecting against terror-
ism. In other words, from a North American perspective, the CFR
was suggesting that the three North American nations would pri-
marily screen foreigners entering North America. This shift im-
plied that the United States, even in the face of a foreign threat of
terrorism, would not rely primarily on a secure border with Mex-
ico and Canada—even to keep terrorists out of America herself.

Simultaneously, the CFR task force suggested that the borders
between the United States and Mexico and between the United
States and Canada be largely opened in the pursuit of regional
economic prosperity. The task force clearly pushed for a North
American common market:

We focus our recommendations on the creation of a single
economic space that expands the economic opportunities
for all people in the region, and the establishment of a se-
curity zone that protects the region from external threats
while facilitating the legitimate passage of goods, people,
and capital.”®

Open borders with Mexico and Canada would allow "migration"
of "North Americans" (the citizens of the United States, Mexico,
and Canada), relatively free passage across North American bor-
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ders, provided the travelers presented the proper "North Ameri-
can" documents.

The task force supported their North American focus with the
following three specific recommendations:

* To adopt a common North American external tariff by
"harmonizing" tariffs to the lowest possible rate between
Mexico, Canada, and the United States;

e To develop a North American Border Pass with biometric
identifiers to expedite passage through customs, immigra-
tion, and airport security throughout North America;

e To establish a North American Investment Fund to stimu-
late infrastructure development in Mexico.

The goal was to transform NAFTA into a European Union-type
customs union, to redefine the border as continental rather than
national, and to develop Mexico economically as a precondition
for integration with the larger, more developed economies of the
United States and Canada.

This CFR "Chairmen's Statement” noted that a full report
would be issued by the task force, following the March 2005 tri-
lateral summit in Waco, Texas, 'To take full stock of the results of
the Texas summit and reflect the views of the full task force
membership."*®

The Waco Declaration

On March 23, 2005, at the conclusion of their Waco summit, the
three North American leaders declared their participation in the
Security and Prosperity Partnership of North America.’

With this announcement, the United States, Mexico, and Can-
ada entered into anew era, even if the public of the three countries
did not fully comprehend the importance of the declaration. To
implement the Security and Prosperity Partnership (SPP), the three
leaders decided that bureaucrats from the three nations would cre-
ate "working groups" tasked with "integrating" and "harmoniz-
ing" the administrative law and regulatory structures of the three
nations in a broad range of public policy areas. "Working groups"
is a term commonly used in the European Union to describe the
bureaucratic entities that run the EU from behind closed doors in
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Brussels and Luxembourg. Working groups were constituted at
the Waco summit to put in motion the creation of a continental set
of administrative rules and regulations the bureaucrats in the three
nations would use to set continental public policy within the legal
structure of their three countries, a feat to be achieved by "memo-
randa of understanding/' not laws or treaties.

The Waco Declaration also included several additional lan-
guage conventions common in the European Union. When the
working groups were constituted, cabinet-level officers in each
government were assigned to oversee their work. In the United
States, the cabinet members were Secretary of State Condoleezza
Rice, Secretary of Homeland Security Michael Chertoff, and Sec-
retary of Commerce Carlos Gutierrez. Yet the Waco Declaration
referred to these cabinet level officers not as "secretaries/’ but as
"ministers/' a term commonly used in Europe. Similarly, the
Waco Declaration said the working groups would report to "the
leaders/' a generic specification that avoided referring to the
president of the United States, the president of Mexico, or the
prime minister of Canada.

The White House website archived several photographs of
the three leaders, generally with President Bush positioned in the
middle, with a backdrop of their three national flags.’® Three na-
tions working together as one was the subtext of the entire press
conference. Mosaics of the three flags were even on display, fur-
ther emphasizing the three country theme. Also showcased for
the first time was a new logo—a stylized map of North America
against a blue background with the words "Security and Prosper-
ity Partnership of North America" written across the center. The
logo displayed no distinct borders between the United States and
Mexico or between the United States and Canada. The logo em-
phasized a circle drawn around North America, calling attention to
a continental vision. This new logo quickly became the officid logo
of the Security and Prosperity Partnership of North America.

This Security and Prosperity Partnership of North America
(SPP) was never submitted to Congress for debate and decision.
There was no law passed by Congress, no law signed by the presi-
dent, and no treaty ratified by the Senate. Evidently, the three
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leaders never signed anything. So, at most, the legal status of the
SPP was that of a press conference. The major accomplishment of
the Waco Declaration was to mandate the creation of trilateral
working groups, in effect creating a new trilateral government
structure of U.S. bureaucrats working behind closed doors with
their bureaucratic counterparts in Mexico and Canada.

This trilateral working group structure was never expected to
show up on the formal organizational chart of the three govern-
ments. This way, if the public or the press questioned what the
working groups were doing, the answer was simple—the work-
ing groups were just engaging in a dialogue between three coun-
tries who are friendly neighbors. The substance of the working
group work would be produced in countless boring documents
too technical or too legal for the average person to comprehend.

Curiously absent in the Waco Declaration was any distinct
mention of the United States of America. Very subtly, the USA
was transformed into an SPP partner on a level basis with their
two partners in North America. Even in the press conference fol-
lowing the summit, the three leaders emphasized "North Amer-
ica' and stressed their goals as "advancing our common security
and our common prosperity." In a twist of semantics, the focus
shifted to North America. Gone were distinct references to the
three sovereign and distinct nations of the United States of Amer-
ica, Mexico, or Canada.

The Waco Declaration called for the working groups to report
to "the leaders" in ninety days:

Within 90 days, Ministers will report back to us with their
initial report. Following this, the groups will report on a
semi-annual basis. Because the Partnership will be an on-
going process of cooperation, new items will be added to
the work agenda by mutual agreement as circumstances
warrant.*®

This March 23, 2006, Waco, Texas, joint statement ended with a
Bobby McFerrin-like, "Don't Worry, Be Happy" directive:
Through this Partnership, we will ensure that North Amer-
ica remains the most economically dynamic region of the

world and a secure home for our people in this and future
generations.®

20



FORMING THE NORTH AMERICAN UNION

The unchallenged assumption was that North American integra-
tion was the solution to continental security and prosperity.

The Council on Foreign Relations Advises SPP—
"Toward a North American Community"

As promised, the Council on Foreign Relations (CFR) Independent
Task Force on the Future of North America issued its full report in
May 2005, only two months after the Waco summit meeting.

The CFR report was entitled "Building a North American
Community/'** From virtually the first page, the CFR report de-
clared itself the blueprint for the plan behind the Security and
Prosperity Partnership. The final CFR task force report began by
referencing the Waco meeting:

At their meeting in Waco, Texas, at the end of March 2005,
U.S. President George W. Bush, Mexican President Vicente
Fox, and Canadian Prime Minister Paul Martin committed
their governments to a path of cooperation and joint action.
We welcome this important development and offer this re-
port to add urgency and specific recommendations to
strengthen their efforts.??

The CFR task force then openly volunteered their willingness to
advise SPP:

In March 2005, the leaders of Canada, Mexico, and the
United States adopted a Security and Prosperity Partner-
ship of North America (SPP), establishing ministerial-level
working groups to address key security and economic is-
sues facing North America and setting a short deadline for
reporting progress back to their governments. President
Bush described the significance of the SPP as putting for-
ward a common commitment "to markets and democracy,
freedom and trade, and mutual prosperity and security."
The policy framework articulated by the three leaders is a
significant commitment that will benefit from broad dis-
cussion and advice. The Task Force is pleased to provide
specific advice on how the partnership can be pursued
and realized.?®

The CFR Independent Task Force on the Future of North America
repeated the earlier statement of the CFR Chairman's Statement
that 2010 was an important date:
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The Task Force's central recommendation is the establish-
ment by 2010 of a North American economic and security
community, the boundaries of which would be defined by a
common external taiff and an outer security perimeter.®*

So, by 2010 the only borders or tariffs remaining in North Amer-
ica would be those around the continent, not those between the
countries within:

Its [the North American Community's] boundaries will be

defined by a common external tariff and an outer security

perimeter within which the movement of people, prod-

ucts, and capital will be legal, orderly, and safe. Its goal

will be to guarantee a free, secure, just, and prosperous

North America®

The rationale behind the Waco Declaration parallels the reasons
given for creating the ELL Just as economic and security concerns
were the ostensible rationale behind the EU, so are economic and
security concerns behind the push to create the SPP. Just as ven-
erable nationalist identities were subsumed under the new
"European consciousness/’ so the SPP agreement risks our
uniquely American identity in favor of a North American con-
sciousness. While the end result of the SPP is not yet known,
much suggests that it may take the first step toward formalizing a
union between the United States, Canada, and Mexico. We can
gain additional insight into the purpose of SPP by examining the
thinking of Robert Pastor, one of the primary architects of what
he envisions as a "North American community."
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MEET ROBERT PASTOR

"Instead of stopping North Americans on the borders, we ought to
provide themwith a secure, biometric Border Pass that would ease
transit acrossthe border like an E-Z pass permits
our carsto speed through toll booths."

Robert A. Pastor, testifying to U.S. Congress, 2005

TEAN MONNET'S organizational abilities were not the only
reason he was regarded as the "Father of the European Union/'
He was also a gifted intellectual who could argue persuasively
for his cause, and a savvy political operator who knew to stay out
of the limelight. America has its own such organizer, intellectual,
and political operative who has taken it upon himself to foster a
North American community: Robert Pastor.

Like Monnet, Pastor is a productive thinker and a highly ca
pable organizer. He has spent time in the trenches of leftist politi-
ca think tanks, and his name has been on the short list of valued
advisors to most every major Democratic leader and presidential
hopeful since Jimmy Carter. In the Carter administration, he
played an important role in developing public policy toward
Latin America. He has now assumed a prominent role in the
movement to create a North American community. To further his
goals, he has adopted Monnet’s strategy of incrementalism—
knowing that he must, at al costs, avoid a direct call for the crea-
tion of a North American Union. Though he adamantly insists
that his proposals will not lead to a North American Union, it's
difficult to see where else his efforts could be going.
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Pastor and the Panama Canal Give Away

Robert Pastor has along and established career as a left-wing pol-
icy advisor. In what appears to be his first job after getting his
Ph.D. from Harvard, Pastor served as the executive director of
the Linowitz Commission. Formally named the Rockefeller
Foundation's Commission on U.S.-Latin American Relations, the
commission got its unofficial name from its chairman, Sol Li-
nowitz, who was a registered foreign agent of the communist re-
gime of Salvadore Allende in Chile.? Today, the commission is
primarily remembered for recommending that the United States
return the Panama Canal to Panama.

Prior to joining the Linowitz Commission, Pastor contributed
to areport entitled 'The Southern Connection/’ issued by the Insti-
tute for Policy Studies (IPS). The report foreshadowed the Linowitz
Commission's argument that the United States should be more
accepting of the leftist revolutionary governments then forming in
Latin America. Author David Horowitz's Discover TheNetworks.org
called the IPS "America's oldest left-wing think tank" that "has
long supported communist and anti-American causes around the
world." By its own admission, the Institute for Policy Studiesis "an
avowedly radical organization"® created to influence public policy
in aleftward direction. Interestingly, Pastor neglects to mention his
history with IPSin his curriculum vitae}

In the Carter White House, Pastor directed the Office of Latin
American and Caribbean Affairs in the National Security Council.
There, he served as President Carter's "point man"® in getting the
Senate to narrowly vote in favor of the Carter-Torrijos Treaty on
April 18, 1978—the treaty that gave control of the Panama Canal
to Panamain 1999.°

Toward a North American Community

Pastor's political vision is clearly driven by the anti-American
strain of thought that is so common in extreme leftist politics—
especially the leftist distaste for American nationalism. His vision
for the future of North America is very much in line with the vi-
sion of Jean Monnet.
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Like Monnet, Pastor rejects traditional notions of American
sovereignty. In a 2004 article in CFR's Foreign Affairs entitled
"North America's Second Decade/' Pastor argued that the United
States would gain by ceding U.S. national sovereignty. "Coun-
tries are benefited/' he wrote, "when they change these [national
sovereignty] policies, and evidence suggests that North Ameri-
cans are ready for a new relationship that renders this old defini-
tion of sovereignty obsolete."’

In place of traditional notions of sovereignty, Pastor has advo-
cated the establishment of a "North American community." Such a
community would entail "an inclusive identity that would inspire
citizens of al three countries to think of themselves also as North
Americans."® In his 2001 book Toward a North American Community,
Pastor never used the phrase "North American Union,” but he de-
voted an entire chapter to asking: "lIs a North American Commu-
nity Feasible? Can Sovereignty Be Transcended?' Here Pastor
argued that trilateral thinking is "contrary to habit, but essential."®
Carefully, Pastor follows the lead of Jean Monnet, who learned to
suppress any reference to his desire to create a "European union."
Monnet realized he could get further by promoting the more po-
litically acceptable suggestion that Europe should form a "Euro-
pean community" that was centered upon a "common market"°
Like Monnet, Pastor argued that sovereignty is an anachronism,
citing public opinion polls that show that the people of Mexico, the
United States, and Canada would form a single country if the re-
sult was a higher quality of life* What is needed, he concluded, to
establish this community "is the nurturing of a regional identity
and small steps that would help the peoples of the three countries
understand the need for deeper integration."*?

The Push to Transcend National Sovereignty

Pastor's vision for the North American community is already tak-
ing shape, bit by bit. True to Monnet's example, he intends for
integration to proceed incrementally.

Booker and North describe Monnet's strategy as " engrenage,”
or "gearing." His method was to implement a series of small steps,
each calculated to advance ar. underlying agenda best defined as a
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"steady, relentless pressure” to extend the European Commission's
supranational powers. Each small step was seen as a means of
gearing up for the next. Each new step was designed to begin with
a "small, innocuous-seeming proposal to which nobody could ob-
ject." The ultimate goal was to assemble a great European suprana-
tional structure, even if it had to be done "brick bv brick/"** As
early as 1952, Monnet argued that "Europe's nations should be
guided toward their super-state without their people understand-
ing what is happening. This can be accomplished bv successive
steps each disguised as having an economic purpose, but which
will eventually and irreversibly lead to federation."*

In Toward a North American Community Pastor developed his
ideas about how North America could benefit from lessons
learned from the European Union.'® Pastor wrote the book to de-
velop an agenda that "would permit the three governments of
North America to lift their relationship to a new level/'"” He ar-
gued that free trade alone was not enough to integrate the three
NAFTA countries into his view of a North American community.
Institutional structures that could translate the vision of integra-
tion into policies that would modify the patterns of interaction
among the three governments were also needed.™*

In his book, Pastor openly acknowledged that the goal in
Europe was to eliminate the sovereignty of the nations participat-
ing in the EU.

Pastor's book faulted the EU for creating too many suprana-
tional institutions and argued that NAFTA "made the opposite
mistake of establishing almost none that are serious."**

To remedy this deficiency, Pastor proposed the creation of the
following three institutions to move NAFTA toward North Ameri-
can integration. Interestingly, even the names of these proposed
North American institutions copy almost exactly the names of their
EU counterparts.

1 Create a North American Commission (NAC). This executive
group would be composed of fifteen "distinguished individu-
als," five appointed by each of the leaders of the three coun-
tries, for a fixed term. A chair would be elected for two years.
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The leaders of the three countries would meet every six

months to implement NAC recommendations.?

2 Create a North American Parliamentary Group (NAPG) com-
posed of legislators from the Canadian Parliament, the Mexican
Congress, and the U.S. Congress.?* The NAPG would replace the
bilateral U.S.-Mexican and U.S.-Canadian inter-parliamentary
groups created by the U.S. Congress in 1960. The NAPG would
propose North American policies. If it concluded/ for instance,
that a "North American Transportation Plan" is necessary, then
each country would need to establish uniform transportation
laws and regulations.

3 Create a Permanent North American Court on Trade and In-
vestment. This would involve upgrading the current NAFTA
Chapter 11 tribunals to a permanent court with appointed
judges serving extended terms.

The structures that Pastor recommended in his writings and
speeches resurfaced in the task force recommendations of the
Council on Foreign Relations' May 2005 report, "Building a
North American Community/' The relationship between the two
documents is not surprising: Pastor was vice chair of the task
force and a principal editor of the CFR's final report.”? SPP work-
ing groups today pursue most of these structures, in somewhat
modified form.

Pastor openly admits that the report was a "blueprint" for ar-
ticulating the goals of the Security and Prosperity Partnership of
North America (SPP). In his June 2005 testimony to the U.S. Senate,
Dr. Pastor informed the Foreign Relations Committee of the link:

Entitled "Building a North American Community/' the re-
port offered a blueprint of the goals that the three countries
of North America should pursue and the steps needed to
achieve these goals.®

These institutions do stop short of being a full-fledged regional
government, but there is clear movement in that direction. In de-
fining these institutions, Pastor proposed an executive branch, a
legislative branch, and a judicial branch that could easily evolve
into supranational institutions.
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In order to integrate the countries more effectively, Pastor has
also devoted extensive attention to creating "a Xorth American
Plan for Infrastructure and Transportation."™ His focus on this
subject set the stage for a NAFTA superhighway svstem in which
intermodal transportation structures will be put in place across
the continent.

Pastor has also argued that we should expand the NAFTA
visa program into a North American passport,'®> an idea SPP ad-
vanced as biometric "trusted traveler" border passes. He recom-
mended the formation of a single North American Customs and
Immigration Force, an idea the CFR task force report in May 2005
advanced as developing a North American security perimeter.?

In addition, Pastor supported the development of a North
American Energy Plan, a proposal that was to be taken up by the
SPP energy working group.” He proposed a Xorth American Edu-
cation Plan that would establish regional community colleges in
order to solve Mexico's rampant problem of illiteracy and provide
funding to support scholarships and research at university centers
for North American studies.”® He advocated advancing NAFTA to
a European-style customs union in five years, following another
step implemented in Europe along the path to the EU.%

Even if these developments are not in themselves a regional
supra-government, they form the foundation for what might some-
day become such a government. Free transportation between the
countries of North America, a unified visa, a single energy plan,
and other such integrative policies will no doubt create disagree-
ments amongst the member countries. As happened in Europe, it is
likely that more comprehensive legal and political regional organi-
zations will arise to resolve future regional disputes. Thus, the
Monnet process of "gearing" can be expected to proceed here in
North America

A North American Development Fund

Pastor's writings clearly indicate that there exist at present serious
roadblocks to the development of a North American community.
In particular, the poverty in Mexico is the chief hindrance to inte-
gration, since it is unlikely the United States and Canada will want
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to integrate with Mexico's struggling economy. To overcome that
obstacle. Pastor recommended the creation of a North American
Development Fund that would invest $20 billion a year for twenty
years, $400 billion in total, to the economic development of Mexico.
Again, thisidea surfaced in the CFR report.

Pastor argued for the improvement of road infrastructure from
the U.S. border to stimulate economic development in the heart of
Mexico. Since the signing of NAFTA in 1994, approximately one
million Mexicans have moved from central and southern Mexico to
work in the sweatshop maquiladora factories just south of the bor-
der. Rather than seeing this as a serious failure of NAFTA, Pastor
pointed out that even at $4-per-day wages, these assembly facto-
ries gtill pay three times the Mexican minimum wage.*® Pastor felt
that if roads were built within Mexico, U.S. manufacturers would
relocate to the interior of the country where the Mexican wages
were still cheap. "Build the roads, and the investors will come," he
wrote, echoing a theme of the baseball fantasy novel Field of
Dreams?! He reasoned that, as a result, Mexico would develop
more evenly and the economic motivation to immigrate illegally to
the United States would be reduced.

Pastor has written many monographs and studies about this
idea, even editing a comprehensive fifty-seven-page study spon-
sored by the North American Development Bank (NADB), an-
other NAFTA creation.® Entitled "The Paramount Challenge for
North America: Closing the Development Gap," this study
openly admits the failure of NAFTA:

Mexicans who expected NAFTA to lift their country to a
first-world economy were disappointed. Americans who
expected NAFTA to reduce undocumented migration have
been disillusioned. Canadians who expected that the United
States would not shut the border either for security or
health-related reasons were disenchanted.®

Instead of abandoning NAFTA, Pastor recommended advancing
it by pouring billions more dollars into Mexico.

Pastor's plan presents some problems, however. He did not
calculate how many jobs Mexico would lose to cheaper labor in
China and the Far East. Nor did he consider that Mexico as well as
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the United States would be swamped with Chinese goods pro-
duced by some of the cheapest labor available in the world. Addi-
tionally, Pastor failed to realize that the $400 billion needed to
build a transportation infrastructure in Mexico might benefit the
drug cartels whose bribes dominate Mexico's widespread system
of political graft. Moreover, Mexico has a traditional disparity in
economic levels—a few privileged families control the vast mgjor-
ity of the country's wealth, while the masses live in abject poverty.
The income gap in Mexico is a structural feature of Mexico's econ-
omy and society that is extremely resistant to change, regardless of
how much development money is poured into the country.

Pastor's dream remains that "North America will illuminate a
path for all middle-income developing countries to reach a mod-
ern economy through global trade."** A globalist at heart, Pastor
does not understand that Mexico is doomed to remain poor be-
cause it is dominated by a few wealthy families that have no in-
tention of sharing their oligopoly with the masses. The United
States and other developed nations have already poured billions
into Mexico with no apparent amelioration of Mexico's massive
poverty. It is unreasonable to expect a-North American Devel-
opment Fund focused on developing transportation infrastruc-
ture in Mexico to work, especially when so many previous
equally well-intentioned efforts have failed.

Pastor Calls for a New 9/11 Crisis to Create the NAC

There are other problems with the implementation of the North
American community. Monnet had the backdrop of two world
wars to make his argument for a supranational governing body.
Pastor has no such "advantage." While 9/11 brought security to
the forefront of the American consciousness, the effect on Ameri-
can politics was not enough to make Americans seriously con-
sider a supranational government as a means to keep us secure.
Pastor has argued that it may take another 9 11-tvpe event to
overcome governmental lethargy and establish a North American
community.

On October 24, 2006, a Spanish-language magazine published
an interview with Pastor. This Spanish-language interview made
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some positions more clear than did the more carefully crafted
English statements. Pastor made it clear that many conservative
critics were mistaken in their criticisms. He correctly distin-
guished that he had never called for the creation of a North
American Union, and that those who claim such are in error.
When pressed, Pastor made it clear that his main objections to a
North American Union were pragmatic. He explained, "For now,
none of the three governments has the political capability, the
willingness, or the imagination for undertaking important North
American initiatives."%

Pastor went on to explain that at the time of the interview,
late 2006, he was frustrated at the lack of progress the North
American leaders had made toward regional integration. He was
concerned that little progress toward his goal would be accom-
plished as long as Canada had a minority government, Mexico
had a government involved with confronting what amounts to a
leftist insurgency, and the United States had a "lame duck"
president on the way out whose principal preoccupation is the
war in Iraq and the instability in the Middle East. "Because of
this," Pastor told the magazine, "my proposals are not viable in
the short term." Still, he did not seem ready to give up. "l believe
that the question should better be if the proposals are desirable in
the long run and how we begin to construct a coalition that backs
them if, in the end, they are desirable."

Pastor went one step further. When asked how such a coalition
could be created, Pastor suggested a new crisis on the magnitude
of 911 might advance his North American agenda. Crises, Pastor
explained, can force decisions that otherwise would not be made.
"The 9/11 crisis made Canada and the United States redefine the
protection of their borders,” he stated. "The debt crisis in Mexico
forced the government to adapt a new economic model. The crises
oblige the governments to make difficult decisions."®

World Net Daily called Pastor in his office at American Uni-
versity and conducted a telephone interview to make sure his
statements published in the Spanish-language publication accu-
rately reflected his views. He affirmed that the Spanish interview
did represent his thinking.



THE LATE GREAT USA

"What I'm saying is that a crisis is an event which can force
democratic governments to make difficult decisions like those that
will be required to create a North American community/' Pastor
told WND. "It's not that | want another 9/11 crisis, but having a
crisis would force decisions that otherwise might not get made."*’

"When there's a crisis, people accept proposals they wouldn't
have otherwise accepted/' Pastor explained to WND, "The Euro-
peans facing the crisis of two world wars turned to the European
community as a means to prevent war and advance their eco-
nomic interests. The United States turned to the Marshall Plan
when faced with the crisis of Western Europe falling into the
hands of communism. So, I'm not advocating, or encouraging, or
wanting a crisis, I'm only saying that in order to take important
initiatives sometimes one manner in which this occurs is when
thereis a crisis to which leaders need to respond.”

Pastor's position that a crisis may be needed to move plans
forward seems inconsistent with his other stated plan for integra-
tion. In the same interview, he made it clear that he sees the proc-
ess to integration as incremental. "What | am recommending is a
series of functional steps that are more than incremental," Pastor
admitted. "Each of the proposals | have laid out represent more
than just small steps. But it doesn't represent a leap toward a
North American Union, or even to some confederation of any
kind. | don't think either is plausible, necessary, or even helpful
to contemplate at this stage."*

Pastor made it clear, however, that full political integration is
only a bad idea right now because "people...immediately begin to
fear that their sense of America would disappear. Somehow if
you're fearful that America's sovereignty will disappear, you
won't even take small steps forward."

The interview brought to light some interesting parallels be-
tween Jean Monnet and Robert Pastor. Pastor wants integration
without political union, but only because some people aren't
ready to have the sovereignty of their nation undercut by a su-
pra-regional government. At the same time, he appears to be
working toward a defacto North American body. Once a North
American Union is created, further governmental structures
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would be necessary in order to protect and preserve such a
body. The development of such a community places American
sovereignty at risk.

North American Students Trained for Merger

Pastor is not sitting idly waiting for disaster to hit. In order to fight
the idea of "America" that makes people "fearful of losing Ameri-
can sovereignty/’ he has moved beyond political action into educa-
tion. At American University in Washington, D.C., he teaches a
class entitled "North America: A Union, Community, or Just Three
Nations?" in the Center for North American Studies, which he di-
rects. Among the center's four stated goals are to "ingtill in a new
generation of leaders and the public a novel way of thinking about
themselves and their neighbors, not just as citizens of their coun-
tries but also as residents of North America."*

Additionally, the Center for North American Studies sponsors
a summer institute. The brochure for the program includes a pho-
tograph of Dr. Pastor and the students posing before a lawn
marker with the words "The American University" inscribed in
the stone. Above the stone monument the students hold a printed
sign that reads "North," so that the modified inscription reads
"The North American University."

Finally, Pastor is on the board of the North American Forum
on Integration (NAFI), a nonprofit organization that annually
holds a mock trilateral parliament for one hundred selected stu-
dents drawn from ten universities in the United States, Canada,
and Mexico. According to the NAFI website, the exercise is de-
signed "to raise awareness among future North American leaders
regarding regional integration issues' and to allow the students
"to develop their sense of a North American identity."* Rotated
each year between the three countries, NAFI bills the mock par-
liament as "Triumvirate—the only North American model parlia-
ment." The participating students role-play as parliamentary
legislators and newspaper and television journalists. A variety of
issues pertinent to the formation and operation of a North Ameri-
can community are debated bv the mock parliament, including
expanding immigration, stimulating investment in Mexico, and
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revising NAFTA. Pastor is committed to engendering a "North
American identity” in the lives of American veuive people.

The Influence of Pastor

At first glance it is tempting to dismiss Dr. Pastor as one of many
frustrated academics with no influence on the real world. Such a
dismissal would, however, fail to do justice to his impressive cre-
dentials. Pastor is no ivory tower academic. He has had the ear of
presidents, ranking Mexican government officials, and at least
one Republican senator.

Consider Pastor's credentials from earlv in his career. Not
only did he sit as executive director on the Linowitz Commission,
which recommended returning the Panama Canal to Panama, but
he was Carter's representative in making the treatv that actually
returned it.

This position and his role in giving awav the Panama Canal
would eventually come back to haunt Pastor. In December 1993,
President Clinton nominated Pastor U.S. ambassador to Panama.
While Pastor's nomination had been approved by a 16-3 vote in the
Senate Foreign Relations Committee, the nomination failed and he
was withdrawn by the administration in February 1995, after Sena-
tor Jesse Helms swore to prevent a Senate vote on Pastor's nomina-
tion. Helms, who had vehemently opposed handing over the
Panama Canal, placed much of the blame squarely on Pastor.
Helms declared that Pastor "presided over one of the most disas-
trous and humiliating periods in the history of U.S. involvement in
Latin America."*" In addition, Helms claimed that Pastor bore re-
sponsibility for "a Carter administration cover-up of alleged in-
volvement by Nicaragua's Sandinista government in arms
shipments to leftist rebels in El Salvador."*?

Pastor's Communist Coauthor

In 1989, Pastor coauthored a book entitled Limits to Friendship with
his long-time friend, Jorge G. Castafieda, who began his career as a
member of the Mexican Communist Party.*

Castafieda, a lifelong admirer of the radical left, published a
1998 biography complimentary of the revolutionary "hero" Che
Guevara.** Castaheda, like Pastor, has sought to work in govern-
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ment positions to implement his theories. Not satisfied to be a po-
litical scientist who writes books and teaches at universities,
Castaheda has had a varied career as a government employee, au-
thor of more than a dozen books, and a university professor at
various times on the faculties of the University of California at
Berkeley, Princeton University, New York University, as well as El
Colegio de México, where he taught international relations.

Castaheda and Pastor traded homes while writing their book.
They wrote separate chapters on the North American situation,
coauthoring only the final chapter. Aside from its format, however,
the content is typical integrationist fare, arguing that economic in-
tegration is good for everyone. "The United States...should dem-
onstrate to the Ieft in the region that it can live with genuine social
change or revolutionary regimes/*** etc.

More important even than the book are Castaheda's political
connections. For instance, he served as President Vicente Fox's
foreign minister when Fox and President George W. Bush met at
Rancho San Cristobal on February 16, 2001. As mentioned in the
previous chapter, at that meeting Fox and Castaneda discussed
the EU and got from Bush a statement conceding the need to
"consolidate a North American economic community whose
benefits reach the lesser-developed areas of the region and extend
to the most vulnerable groups in our countries." At this meeting,
Fox pressed for open borders and for the creation of a compensa-
tion fund to help the poor of Mexico.*

The Guanajuato meeting marked the crossing of a threshold
on the way to developing the Security and Prosperity Partnership
of North America. It is not surprising that Robert Pastor's good
friend was present at that meeting. Castaheda also traveled with
President Fox on his three-day state visit to pre-9/11 Washing-
ton.*” While it is unclear what Castaheda's role in this second
meeting was, it is intriguing that he was present in both the con-
versations that laid the basic framework for the emergence of the
SPP. While it is impossible to tell how much of these decisions
derive from Pastor's influence, the link between coauthors Pastor
and Castaheda is at least su.ecestive.
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Pastor Impacts Presidential Politics

Dr. Pastor's nineteen-page curriculum vitae on the website of
American University documents his service as an advisor to
every Democratic Party presidential candidate for three decades,
since he first supported Jimmy Carter in 1976.%®

In 2004, Pastor declared his support for presidential candidate
John Kerry.*® At the National Press Club on October 6, 2004, Pastor
commented, "l have traveled in many parts of the world in the last
few years. | don't recall atime when so many friendly people told
me that they don't like the United States anymore."

Citing public opinion polls as his proof, Pastor claimed that
this attitude was President George W. Bush's fault. "Our friends
are distressed with President Bush's arrogance and unilateral-
ism," he explained. Pastor, who had served as a Peace Corps vol-
unteer in Malaysia, worried that four more years of a Bush
presidency would "irrevocably stain the image and the influence
of the United States in the world," so that "we will never again be
safe—no matter how strong."

Had John Kerry won the 2004 presidential election, Robert
Pastor would likely have emerged with a government position
from which he could have pursued his agenda. Kerry might even
have restored him to the National Security Council, where he
could have directed the activities of the Security and Prosperity
Partnership of North America.

Senator Corrtyn Advances Pastor's Plan

Pastor's influence extends even to the office of an otherwise con-
servative Republican senator from Texas, Though the move at-
tracted little public attention at the time, on October 7, 2004,
Senator John Cornyn (R-TX) introduced a bill in the U.S. Senate
(S. 2491) that authorized the president "to negotiate the creation
of a North American Investment Fund that was distinct from the
North American Development Bank."

The move did not escape Pastor's attention. He called S. 2491
"a far-reaching bill that incorporates lessons from Europe and pro-
poses to channel funds from all three governments toward infra-
structure and education in Mexico."* He was pleased to see his pet
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project introduced to Congress, especially since a conservative Re-
publican Party senator from a state adjoining Mexico introduced
the bill. The language of Cornyn'shill was so close to Pastor's own
writings that many suspected Pastor had worked directly with
Senator Cornyn in developing the proposed legislation. "The sena-
tor is aware/' Pastor commented in a published paper, "that few of
his colleagues understand the necessity and urgency of such a
fund, but he introduced the bill to begin the debate."**

Pastor was so excited that Senator Cornyn had introduced
this cornerstone proposal to Congress that he commented on the
move extensively when he testified before a subcommittee of the
U.S. Senate Foreign Relations Committee on June 9, 2005. Pastor's
comment quoted here also connects the CFR task force he co-
chaired in May 2005:

The Council Task Force proposed serious reforms by Mex-
ico coupled with a North American Investment Fund,
which was aso proposed by Senator John Cornyn. Thisis a
far-sighted initiative that deserves the support of this
Committee and Congress. | have written a report [for the
North American Development Bank] explaining the need
for such a Fund and the way it would work >

Senator Cornyn reintroduced S. 3622, titled the "North American
Investment Fund Act/' to the 109" Congress on June 29, 2006.

In July 2006, World Net Daily began to investigate S. 3622,
pointing out to Senator Cornyn's staff that the passing of this leg-
islation put a key piece of Robert Pastor's North American com-
munity in place. On Friday, July 21, 2006, WND informed Senator
Cornyn's office that a content analysis of S. 3622 and the various
writings of Dr. Robert Pastor showed similarities in content and
wording to Dr. Pastor's writing. WND told the senator's office
that the correlation was so strong that a conclusion could be re-
liably drawn that the person drafting and proposing the legisla-
tion drew from Dr. Pastor's writings and intended to advance Dr.
Pastor's political agenda.

For instance, in addressing the Standing Committee on For-
eign Affairs and International Trade of the House of Commons in
Ottawa, Canada, on February 7, 2002, Dr. Pastor presented his
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recommendation that a North American Development Bank be
created:

The three leaders [of Canada, Mexico, and the U.S] should

establish a North American Development fund, whose pri-

ority would be to connect the U.S-Mexican border region to

central and southern Mexico. If roads were built, investors

would come, immigration would decline, and income dis-

parities would narrow. If Mexico's growth rate leaped to

twice that of its neighbors, the psychology of the relation-

ship would be changed.>

World Net Daily compared this to S. 3622, which in Section 4, "Pro-
jects Funded/' stated as the first purpose of the fund "to construct
roads in Mexico to facilitate trade between Mexico and Canada,
and Mexico and the United States." Section 4, part (b)(2) of S. 3622
further specified: "PRIORITY—in selecting grantees to carry out
projects in subsection (a)(1), priority should be given to projects in
the interior and southern regions of Mexico that connect to more
developed markets in the United States and Canada.”

When Pastor's proposal surfaced in the May 2005 CFR task
force report the name had evolved to the "North American In-
vestment Fund," identical to thetitle of S. 3622. On page fourteen,
the CFR report stated:

The United States and Canada should establish a North
American Investment Fund to encourage private capital
flow into Mexico. The fund would focus on increasing and
improving physical infrastructure linking the less devel-
oped parts of Mexico to markets in the north, improving
primary and secondary education, and technical training in
states and municipalities committed to transparency and in-
gtitutional development.*

Section 4(a)(2) of S. 3622 identified a secondarv purpose of the
fund proposed by Senator Cornyn: "to encourage the development
and improve the quality of primary, secondary, and post-
secondary education throughout Mexico/' a purpose consistent
with the intent and language of the CFR task force report.

On Monday, July 24, 2006, Senator Cornyn's office notified
WND that the senator had decided to back away from the bill he
had submitted. Rather than withdraw the bill, he sought assur-
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ance from the Senate Foreign Relations Committee that no action
would be taken on S. 3622 in the 109™ Congress. The bill expired
at the end of the 109" Congress.

"Senator Cornyn has no intention of filing the bill again/* a
spokesman for Cornyn told WND, "until after we have conducted
an internal review and inquiry." The spokesperson further clarified
that "Senator Cornyn is adamantly opposed to any North Ameri-
can Union being formed like the EU has been formed in Europe.">®

While the response by Cornyn's office is clearly an attempt to
distance the senator from Pastor, the connection may be stronger
than the senator cares to admit. The brochure for Robert Pastor's
Center for North American Studies 2005 summer institute fea
tured a photograph of Senator John Cornyn delivering a speech
to the students on the North American Development Fund.’®
Such evidence indicates that Cornyn's bill was at least influenced
by Pastor's ideas.

Pastor is clearly at the forefront of the push to integrate Mex-
ico, the United States, and Canada. His ideas and proposals,
formed in leftist political think tanks, have an impact on major pol-
icy proponents. Not only was his work on the CFR task force re-
port responsible for guiding the decisions of the SPP, but he
cowrote a book with the advisor to President Vicente Fox; who
worked toward the creation of the SPP. He is actively involved in
educating young people to view themselves as "North Ameri-
cans," in order to eliminate the distasteful "American nationalism"
that makes people hesitant about taking steps to give away Ameri-
can sovereignty. The anti-American streak that influenced Pastor's
early politics under girds his later politics, only in different form.

Pastor might as well be taking his cues directly from Jean
Monnet, father of the European Union. He openly advocates an
incremental approach to a North American community, but will
not cal it a North American Union. At the same time, he exerts
what influence he has (and doubtlessly works to gain more!) to
move America forward with integration as its chief North Ameri-
can policy. If Bill Clinton thought highly enough of him to ap-
point him ambassador to Panama, what will happen if the
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Clinton family wins their second presidency? Will Barack Obama
turn to him for advice?

If Pastor has his way, the economic, legal, and executive ca
pacities of Mexico, the United States, and Canada will fuse in such
a way that a North American community develops. Such a com-
munity depends upon the diminishing of national identities even
though it will preserve the sovereignty of each nation. It is an open
guestion, however, whether it will preserve the sovereignty of each
nation as it currently is, or as Pastor sees it. Either way, it is clear
that if a communal union is established, the barriers to establishing
a full political union will be few. If that occurs, it is clear that citi-
zens of the resulting union will hail Pastor asits father.

Among Pastor's key recommendations is that we establish the
amero. The amero is a regional currency designed to replace the
U.S. dollar, the Canadian dollar, and the Mexican peso, much as
the euro has replaced the currencies of the participating Euro-
pean Union nations. Is the amero a viable idea or simply an aca-
demic musing? This is a key question in determining whether
Pastor's ideas are best seen as harmless speculation or as the pre-
cursors- to public policy that has a real chance of being imple-
mented. To answer this question, we are next going to turn our
attention to understanding what the amero proposal is all about
and to asking the likelihood that the amero could ever become
North America's regional currency.

40



CHAPTER THREE

THE AMERO

"On the day the North American Monetary Union is created—perhaps
on January 1, 2010—Canada, the United Sates, and Mexico will
replace their national currencies with the amero.”

Herbert G. Grubel, "The Case for the Amero/’1999*

THE QUESTION OF A UNIFIED CURRENCY is one of the

more contentious aspects of a prospective North American
Union. Whether such a currency will ever be adopted, and how,
is a matter of some speculation. But it is clear that those who fa-
vor a supranational government along the lines of the EU see a
unified currency as essential. Not only do they believe that it
would facilitate everyday financial transactions, but they argue it
would help foster the "North American consciousness" so valued
amongst NAU enthusiasts.

However, rather than embrace "dollarization"—the practice
already occurring in many Latin American nations of adopting
the U.S. dollar as a country's currency—globalist scholars argue
that a new currency, the amero, must be created. Even before
2002, when the euro was finally adopted by a number of the
European Union countries, academics in the United States and
Canada were actively discussing the need to create a North
American Monetary Union.

These academics are not the ivory tower type, either. One, we
are already well-acquainted with. The other is well known in
Canada, where he was elected to Parliament. Both have influ-
enced national and international policy in the past, and will likely
do so in the future.
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Herbert Grubel's Arguments for the Amero

Economist Herbert G. Grubel of the Simon Fraser Institute in Van-
couver, British Columbia, Canada, coined the term "amero" and
has led economic thinking about the advantages of a unified North
American currency. Grubel is an eminently qualified economist; he
holds a Ph.D. in economics from Yale University. He has taught at
Stanford, the University of Chicago, and the University of Penn-
sylvania. He was a Reform Party Member of Parliament in Ottawa
for Capilano-Howe Sound from 1993 to 1997. From 1995 to 1997,
he served as finance critic in Parliament. He has published twenty-
seven books and more than 130 professional articles in economics,
international trade, and finance.? He is a professor of economics
(emeritus) at Simon Fraser University in Vancouver. If nothing
else, Grubel has had a successful career both in academics and
government. His thinking should be expected to affect public pol-
icy in economics and international trade.

In a 1999 paper entitled, "The Case for the Amero: The Eco-
nomics and Politics of a North American Monetary Union,"3
Gruber explained his plans for creating the amero. He took pains
to argue that the innovation would not necessarily erode national
sovereignty. He suggested printing the new currency with the
amero symbols on one side and the national emblems on the
other side. The amero, however, would have its own value on
foreign exchange markets, after the three countries converted
their currencies into the amero "at rates that leave unchanged
each country's real income, wealth, and international competi-
tiveness at the time of conversion."*

Grubel proposed, as an example, a plan to convert to the am-
ero in 2010.

On the day the North American Monetary Union is cre-
ated—perhaps on January 1, 2010—Canada, the United
States, and Mexico will replace their national currencies
with the amero. On that day, all American dollar notes
and coins will be exchanged at the rate of one U.S. dollar
for one amero. Canadian and Mexican currencies will be
exchanged at rates that leave unchanged their nations'
competitiveness and wealth. In all three countries, the
prices of goods and services, wages, assets, and liabilities
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will be simultaneously converted into ameros at the rates
at which currency notes are exchanged.®

Ironically, this coincides with the Council on Foreign Relations
task force's report "Building a North American Community/'
which suggests that same date as a target for putting in place the
basic institutions required for a new regional government.®

At the same time, Grubel proposed a North American central
bank that would replace the national central banks of the three
countries and a board of governors that would be chosen to reflect
the economic importance and the population of the three countries.
Almost as an aside, Grubel mentions an important rule: "As in Eu-
rope, membership in the union will require that countries do not
incur persistent budget deficits."” While the United States should
reduce federal budget deficits, this provision presupposes that the
board of governors of that regional bank would have supremacy
over the U.S. Treasury, such that the North American Central Bank
could dictate specific U.S. budget deficit reductions as a condition
of continuing to participate in the continental banking and cur-
rency structure. In other words, this suggestion would clearly im-
pinge onthe U.S. Treasury's sovereignty.

Grubel argued that creating the amero would yield several
important benefits, including a reduction in the "size and risk of
foreign-exchange operations engaged in by banks, firms, and
travelers as part of their routine economic activities."® In a highly
technical analysis, he argued that the U.S., Canada, and Mexico
constitute an "optimal currency area," which economists fed jus-
tifies the creation of a common currency across the region. That
common currency would then fluctuate in value on world cur-
rency exchanges, establishing a currency value for the amero
across North America. The argument is similar to reasoning that
each individual state in the United States is too small an entity
and not sufficiently distinct, such that each individual state
should not have its own currency. Instead, the "optimal currency
ared" has been the United States as a whole. Thus, Grubel's basic
argument is that North America is now the optimal currency
area, and as such the common currency should be a North
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American currency designed to replace the U.S. dollar, the Cana-
dian dollar, and the Mexican peso.

Robert Pastor Promotes the Amero

While Grubel is the leading proponent on the Canadian side of
the border, not surprisingly, Robert Pastor is leading the charge
in America. In his 2001 book Toward a North American Community,
Robert Pastor endorses the concept of the amero. Along the way,
Pastor rejects "doUarization" as the method for obtaining a North
American Monetary Union. Under doUarization, Mexico and
Canada would simply link or replace their currencies with the
U.S. dollar, as several Central and South American countries have
already done.

Pastor openly acknowledges that the idea of abandoning the
dollar will be unpopular in the United States. He also under-
stands that the United States economy dominates the North
American market and, as such, the United States has less to gain
by abandoning the dollar to a new currency that would incorpo-
rate Canada and Mexico in a monetary union. Still, Pastor argues
that in the long run the concept is "fair" in that the introduction
of the amero "does not alter the relative power equation in North
America, but it provides space for our neighbors to participate in
decision making."® Pastor compares "the essence of the idea
with how Woodrow Wilson and Franklin D. Roosevelt envi-
sioned international organizations that allowed decision-making
space for al participating nations on an equal basis, regardless of
their relative strength or size. For this reason, Pastor urged read-
ers not to dismiss the idea, but to consider that "in the long term,
the amero is in the best interests of al three countries."*°

As early as 2002, in a speech given to the Trilateral Commis-
sion, Dr. Pastor recommended the amero. In that speech he ar-
gued that Mexicans and Canadians were ambivalent about
adopting the American dollar, "but thev are more willing to be-
come part of a single country of North America and of a unified
currency like the amero, proposed bv Herbert Grubel."™ Pastor
argued that "at the outset, the wealth o: al three countries
would be unchanged, and the power to manage the currency
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would be roughly proportional to the existing wealth." He then
continued in uncharacteristically unguarded fashion, expressing
hostility toward the concept of national sovereignty. Pastor ar-
gued that the peoples of the three nations would be more will-
ing to accept a new unified currency than to enter into a new
regional government. "The three governments remain zealous
defenders of an aging concept of sovereignty/' Pastor told the
Trilateral Commission, "whereas the people seem ready to en-
tertain new approaches."*?

A Coming Dollar Collapse?

The arguments to implement the amero gain strength as the dol-
lar continues to weaken. With our large trade and federal budget
deficits, a fiscal crisis is building for the dollar. Other nations are
increasingly diversifying their foreign exchange holdings into the
euro. In late 2006, the dollar hit a twenty-month low against the
euro. For the year, the dollar fell approximately 11.5 percent ver-
sus the euro, 13.6 percent versus the British pound, and 7.3 per-
cent versus the Swiss franc.™

Even as the stock market hit new record highs almost every
day during the end of 2006 and the beginning of 2007, the Federal
Reserve and Treasury Department were quietly coordinating a
devaluation of the dollar that the Bush administration hoped
would make its value decline slowly, rather than collapse.

On November 10, 2005, the Federal Reserve announced that it
planned to stop publishing M3 data. Professional economists con-
sider M3 the broadest measure of the U.S. money supply, includ-
ing checking and savings accounts, cash, time deposits, and
money market funds. In a technically worded March 2006 an-
nouncement, the Federal Reserve stated simply that "M 3 does not
appear to convey any additional information about economic ac-
tivity that is not already embodied in M2 and has not played a
role in monetary policy for many years." The Federal Reserve
decided that M3 data would no longer be published because "the
costs of collecting the underlying data and publishing M3 out-
weigh the benefits."**
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The Fed's decision shocked many professional economists.
Milton Friedman, one of the key economists contributing to the
conservative theories that led to the development of "Reaganom-
ics," argued that money supply is a key measure correlated both
with economic growth and inflation. Many economists felt that, by
not releasing M3 data, the Fed was giving itself even greater li-
cense to print money. The Fed has the ability to increase liquidity
by manipulating the supply of money available in the United
States and around the world. Surplus liquidity is virtually assured
when interest rates are kept artificially low by the Fed, allowing
credit to be readily available such that borrowing flows freely un-
der relaxed rules of credit worthiness.

Many economists feared that a sustained liquidity surge
might be the Fed's formula for prolonging economic expansion in
the United States and for floating our growing trade and budget
deficits. By not publishing M3, the Fed could more easily increase
the money supply under the radar of public scrutiny.

John Williams, an economist who writes a popular blog,
"Shadow Government Statistics/'™ decided to reconstruct M3
data by working to compile the measure from statistics the Fed
and others continued to publish.

Williams is a consulting economist in Whitehouse Station,
New Jersey. For more than twenty years, Williams has provided
highly accurate forecasts and analyses on U.S. economic activity
and interest rates to private investors and Fortune 500 companies.
Early in his career, Williams found it necessary to become a spe-
ciaist on the quality of government statistics and alternative
measures, in order to provide meaningful and reliable informa-
tion for his clients. Williams holds an MBA from Dartmouth Col-
lege, where he was the Edward Tuck Scholar.*®

At the end of 2006, Williams reported that M3 was growing at
close to 9.6 percent and trending higher, compared with an 8 per-
cent rate early in 2006, when the Fed quit reporting the measure.
According to Williams, "The Fed is pumping liquidity into the U.S.
economy and the Fed evidently did not want the markets to follow
too closely what the Fed was doing with the money supply."*’
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Is the American dollar collapsing? "Not yet," according to
Williams. "I believe we're going to have a dollar collapse, but the
Fed is going to do its best to slow play the dollar's decline in
value, so that it takes a year or two for the dollar value to reach
its low point." Williams explained the risk the dollar faces:

There will be a central bank, most probably in Asa, who
will start the move away from the dollar and when it hap-
pens, you're going to see other centra bankers covertly try-
ing to follow. The move will magnify very quickly and it
could become a full-fledged panic and a dollar collgpse.

The Fed is struggling right now to contain inflation and

stimulate economic growth. All the Fed is doing right

now with al their grand policy shifts is using a lot of

propaganda and market massaging to try to prevent a fi-

nancial panic.’®
Reports at the end of 2006 indicated that U.S. gross domestic
product (GDP) growth slowed to 16 percent in the third quarter,
the lowest in more than three years.’®* A Fed decision to increase
interest rates to control "stag-flation,” the unusual situation of
inflation experienced in an economic downturn, could trigger a
stock market sell-off of major proportions. The housing market
bubble of the post-9/11 recovery is also vulnerable to an increase
in interest rates. Thisis the hub of the dilemma. The Fed needs to
raise rates to prop up the dollar, but any move the Fed does make
to raise interest rates could send the U.S. economy into a tailspin.

'The Fed is faced with an impossible circumstance with the

trade and budget deficits being run by the Bush administration,"
Williams maintained, "and they are just playing games with the
markets and the public by not publishing M3, the broadest meas-
ure of money supply and the best indicator we have of long-term
activity/®

IsaU.S. Recession | nevitable?

Bob Chapman, who publishes The International Forecaster,” also
agreed. "The world is awash in money and credit,” Chapman
said. "My numbers show M3 increasing at about a 10 percent rate
right now."
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Chapman knows his stuff. He has spent forty-five years in the
finance and investment business, twenty-eight years of which
were spent as a stockbroker. He is a graduate of Northwestern
University. His newsletter has some one hundred thousand sub-
scribers worldwide, and while it covers a wide range of financial
and political developments, he has a well-established reputation
as a reporter of economic data with a surprisingly accurate his-
tory of financial and political predictions. Chapman typically
provides analyses of economic development that run counter to
mainstream media economic reporting, which often amounts to
little more than Wall Street cheerleading. Yet, consistently,
Chapman's predictions have an uncanny knack of coming true.

Chapman explained that he believes the U.S. economy en-
tered arecession in February 2006. In his December 9, 2006, news-
letter, Chapman predicted that the Fed would hold interest rates
at 5.25 percent. "The Fed is in a very tough spot here," Chapman
wrote, "If they raise rates, the real estate market will collapse, and
if they lower rates, the dollar will collapse.” On Tuesday, Decem-
ber 12, 2006, the Federal Reserve Open Market Committee voted,
as Chapman had predicted, to hold the overnight lending rates
between banks steady at 5.25 percent. This was the fourth straight
meeting the Fed had voted not to change rates. In their rate an-
nouncement, the Fed affirmed that the economy had slowed.

Almost immediately after the announcement of the Fed's deci-
sion, the dollar weakened to a new twenty-month low against the
euro, with currency markets reportedly expecting that the Fed will
be forced to lower rates to bolster the economy.?* Following the
announcement by the Fed, the U.S. dollar on foreign exchange cur-
rency markets (USDX) also dropped, with the dollar going below
83. The dollar, which began January 2006 at 88.86 on the USDX,
ended the year at 83.67, a drop of approximately 6 percent.

Chapman continues to insist that a dollar collapse is immi-
nent. "Technicians studying the USDX think there is a support
level for the dollar at 75, but | don't think so." How low could the
dollar go? "If the dollar breaks through 78.33 on the USDX,"
Chapman answered, "my guess is the dollar will go through a 35
percent correction, which would put it at 55."
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Will the Amero Rescue a Collapsing Dollar?

A U.S. dollar collapse, if and when it occurs, will have been caused
by mismanagement of the U.S. economy by presidents and con-
gresses over decades, both Democrats and Republicans alike.

Our federal budget deficits reflect decades of passing overly
generous entitlement programs, beginning with the formation of
the Socia Security Administration by Franklin D. Roosevelt
during the Depression of the 1930s. Now with the baby boomers
retiring and with a declining U.S. birthrate, funding future Social
Security liabilities is a serious problem. Similarly, Medicare li-
abilities are intensifying as the government adds new programs
like the prescription drug programs.

Free trade agreements such as NAFTA, CAFTA, and the
WTO benefit many U.S. multinational corporations, but only at
the expense of shipping a large and growing percentage of U.S.
manufacturing overseas. Our growing trade deficits reflect a flow
of manufacturing and assembly jobs from the United States.

Put simply, the economic reality today isthat the U.S. dollar is
losing value and will most likely continue losing value. Whether a
dollar collapse occurs depends upon the Federal Reserve and the
Treasury's ability to engineer a gradual decline. But some sort of
decline in the value of the dollar is almost inevitable.

As that happens, proponents of the amero will most likely
advocate its introduction with increasing vigor.

They will presumably contend that America needs a larger
North American market to compete with regional marketplaces
such as the European Union. In order to fulfill this potential, the
argument will go, aunified North American currency is necessary.

A North American Monetary Union would seek to value this
new currency with the combined resources of North America.
These resources would include the largest retail market in the
world, ample oil resources in the tar sands of Alberta, Canada,
and Gulf of Mexico, and fresh water and mineral resources from
Canada. Free migration within a continentally defined North
America would provide employers throughout the continent a
constant stream of relatively cheap, untrained, and uneducated
Mexican workers to fill ahost of low-paying jobs.
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The implementation of Robert Pastor's North American In-
vestment Fund would arguably increase the value of the continen-
tal union. In addition, government leaders could continue to attract
foreign capital by promoting public-private partnerships and leas-
ing existing infrastructure, including highways.

This regional currency would be difficult to sdll, especialy in
the U.S. and Canada. Most Americans and Canadians would think
the idea is preposterous, and rightly so. Still, the emergence of a
unified North American currency is likely if we continue down the
free trade path. The winners in free trade have been multinational
corporations, who already operate across countries to such an ex-
tent that they view borders as anachronistic, if not an impediment
to their business expansion and profit potential.

Stll, professional economists can see why a unitary currency
promotes the efficiency and size advantages of regional markets. A
regional currency would eliminate currency fluctuations as a busi-
ness risk for those corporations operating in North America. A re-
gional currency would create a larger North American market,
which in turn should promote the growth and development of
corporations that operate throughout North America, regardless in
which country they establish headquarters. Economists such as
Grubel argue that larger capital markets should promote economic
development throughout North America, to the benefit of all.

But potential regional economic advantages are unlikely to be
sufficient to persuade the United States population to drop the dol-
lar in favor of the amero. Like it or not, we have an emotional at-
tachment to the dollar, as it is one of the most prominent and
effective unifiers of the strongest nation in the world since World
War Il. But even this view of an economically predominant United
States can be expected to change as the dollar continues to decline.

The introduction of the amero would entail the same loss of
sovereignty that the introduction of the euro has caused in Europe.
Today, the central banks of the European Union countries using
the euro are no longer in charge of their own national destinies.
The central banks of the participating countries are represented
only as directors on the ECB's board. Monetary policy for the euro
is set by the ECB Executive Board, which consists of six individuals
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who are nominated by a unanimous decision of member states.
Four of these six members come from Europe's four largest central
banks—France, Germany, Italy, and Spain.

Even though interest rates set by the ECB, for instance, will
affect the value of the euro on international currency markets, the
individual European Union states have no recourse but to accept
decisions made by the ECB's Executive Board. If the economy of a
particular state suffers as a result, that country has no recourse
but to accept the hardship.

A move to the amero as a unitary North American currency
would entail a similar move to a North American Central Bank,
which would have similar supremacy over the U.S. Treasury and
the Federal Reserve. Loss of sovereignty over our own currency
would clearly indicate that the United States had surrendered
financial sovereignty.

While the immediate reaction of most Americans would be
that the ideais preposterous, as we learned in 9/11, unanticipated
crises can cause otherwise unimaginable changes in national pol-
icy. A severe financial crisis, such as the impending devaluation
of the dollar, could serve as a catalyst to make the amero a more
acceptable idea. If the alternative were to continue with a dra-
matically declining dollar or to move to a new currency that
would compete strongly in world markets, Americans may be
surprisingly ready to accept the amero.

If the dollar were today displaying historical strength, the ar-
gument for the amero would go nowhere with the U.S. public.
The prospect for the amero changes, however, in the current
world of a diminishing dollar. Crises, as Robert Pastor has al-
ready suggested, have a nasty habit of making solutions appear
reasonable that otherwise would never have been considered.
Although the U.S. stock market has hit historical highs in 2007,
the decreasing value of the dollar should not be dismissed as un-
important. Today, we cannot expect to benefit from a decreasing
dollar because the export of our goods will increase as the dollar
weakens. Today, our economy is increasingly a service economy.
As a consequence, we have far fewer goods to export.
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Globalists typically argue for regional currencies over national
currencies because they see multinational corporations as our fu-
ture. The next section of this book discusses a secret globalist con-
ference that | helped expose to the public. The North American
agenda is being advanced by international elite who prefer to meet
behind closed doors, out of view of the reporting press.

When the Security and Prosperity Partnership of North
America does form a public council, the council is composed al-
most entirely of multinational business leaders, not the public or
their elected representatives.
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CHAPTER FOUR

FCRET MEETINGS,
FORMAL COUNCILS

"We want to begin by imagining a different North America.”

Dr. Robert A. Pastor, North American Forum Conference
Banff, Canada, 2006

T'S THE ECONOMY, STUPID. Or so they say. In post-World

War |l Europe, Germany's economic dependence upon France
was considered the key to keeping Germany within its borders and
to reviving Europe as a whole. The idea that such economic inter-
dependence could breed stability, peace, and prosperity made the
potential loss of national sovereignty palatable to a war-ravaged
Europe. As a result, the first steps toward the European Union
were economic steps. The 1957 Treaty of Rome is widely regarded
as the first such step toward creating a European Union, though all
the Treaty of Rome established was a common steel and coa eco-
nomic agreement between six European countries.

There's a crucial difference between what happened in Europe
and what is happening in North America. No matter how incre-
mental and underhanded the steps, at |least the European elites ar-
gued for European integration in public. In North America, the
merger is happening apart from public scrutiny, driven by multi-
national corporations who prefer to make their decisions in the
boardroom, closed to the watchful eye of the public.

If a North American Union emerges, multinational corpora-
tions will have played a mgor role. Such corporations already
transcend borders in their search for talent, low-cost labor, and



THE LATE GREAT USA

market access. Multinational corporations fed they have the right
to set the rules, since their economic activity produces the wealth
and employment individual nation-states rely upon for taxation
and revenue. Without multinational corporations, the United
States, Canada, and Mexico would become economic basket cases.
Or so leaders of such companies claim.

If the North American nation-states exist merely to promote
the interests of multinational corporations, why shouldn't these
same international executives integrate entire regions as they
like? Given this logic, a North American business executive advi-
sory council would be the perfect group to architect a North
American Union.

That's exactly what's happening. The North American Forum
in Banff, Canada, was a meeting of elite businesspeople, govern-
ment officials, and academics held without announcement or press
reports of their proceedings. They gathered in secret behind closed
doors to examine and promote North American economic and po-
litical integration.

The North American Competitiveness Council, a public group
consisting of businesspeople and formed under the SPP, has been
created to allow multinational corporations to advise the three
governments on the future progress and direction of SPP. These
big business-influenced working groups are hard at work attempt-
ing to integrate North America.

The North American Forum—the 2006 M eeting in Banff

World Net Daily was among the first news organizations to obtain
and publish the agenda and list of attendees for the North Ameri-
can Forum meeting. Held at the Fairmont Banff Springs Hotel in
Banff, Alberta, Canada, from September 12-14, 2006,' the meeting
was closed to the press. Documents obtained by WND were
marked "Internal Document, Not for Public Release.”

Mel Hurtig, a noted Canadian author and publisher who was
the elected leader of the National Party of Canada, was responsi-
ble for providing WND with the agenda and attendee list.? Hurtig
told WND that the meeting was designed to undermine the de-
mocratic process:
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What is sinister about this meeting is that it involved high-
level government officials and some of the top and most
powerful business leaders of the three countries and the
North American Forum in organizing the meeting inten-
tionally did not inform the press in any of the three coun-
tries. It was clear that the intention was to keep this
important meeting about integrating the three countries
out of the public eye.®

Hurtig further explained that a goal of the United States was "to
gain access and control of Canada's extensive natural resources,
including oil and water/” Hurtig argued that the Canadian Coun-
cil of Chief Executives "wants to make sure that the 150 Canadian
top companies who are their members gain access to the Ameri-
can market and to American capital ."*

The office of Thomas d'Aquino, the president and CEO of the
Canadian Council of Chief Executives and a vice chair of the CFR
task force on the Americas, confirmed that Mr. d'Aquino did at-
tend the September meeting.

Three individuals cochaired the North American Forum:
George Schultz, former secretary of state under President Reagan;
Canadian Peter Lougheed, former Alberta premier and former
leader of the Progressive Conservative Party of Alberta; and Mex-
ico's Pedro Aspe, former secretary of the Treasury of Mexico.

The North American Forum itself is a shadow organization,
difficult to research or learn about. The North American Forum
has no business office and no business address. Basically, the
North American Forum is nothing more than the three cochairs
and their extensive network of international contacts.

Attendees at the Banff meeting contributed funds to cover the
organizational expenses. Attendees, including government atten-
dees, were responsible for the travel, lodging, and per diem ex-
penses they incurred to attend the meeting. These arrangements
contribute to keeping the North American Forum below the radar
of public view.

The Banff Meeting Exposed

Word about the meeting first surfaced in the Canadian press when
the Council of Canadians,® a citizens' organization opposed to free
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trade, began leaking word that the Banff meeting was taking place.
Immediately, the Canadian Council of Chief Executives, a business
group comparable to the U.S. Chamber of Commerce, retaliated by
charging that the Council of Canadians was nothing more than a
"far left-wing radical group" that was determined to damage le-
gitimate Canadian business interests.

Meera Karunananthan, a spokesperson for the Council of
Canadians, confirmed to WND that their group was responsible
for obtaining and releasing the meeting agenda and attendee list
to the Canadian press. She took exception with the Canadian
Council of Chief Executives, preferring to characterize her
group instead as "a citizens' advocacy group/’ When asked why
the Council of Canadians released the North American Forum
information, Ms. Karunananthan responded:

We question the privacy of a meeting that involves senior
ministers of our government meeting with senior gov-
ernment officials in the United States and Mexico. The Ca-
nadian public has not been adequately informed about the
ongoing North American integration process and we be-
lieve it is wrong for a meeting that involves top North
American business executives and government officials to
be held in secret behind closed doors.®

Jean-Y zes LeFort, also a spokesperson for the Council of Canadi-
ans, told WND that the group opposes the effort to create a North
American Union because "the NAU represents an elite corporate
agenda and to us what is being planned would be an unaccept-
able loss of sovereignty.”

Attending the Banff meeting was the ubiquitous Dr. Pastor;
Dr. Thomas A. Shannon, the U.S. assistant secretary of state for
Western Hemisphere affairs, Roger Gibbons, the president and
CEO of Canada West Foundation, a nonprofit organization
founded to promote business development in western Canada;’
and Andrés Rozenthal, president of the Consgjo Mexicano de
Asuntos Internacionales, a Mexican counterpart to the CFR®

Considerable overlap exists between the CFR task force and
the Banff meeting, with approximately one-third of those listed as
CFR task force members also attending the Banff conference.
Andrés Rozenthal was the Mexican vice chair of the CFR task
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force that wrote the May 2005 report, "Building a North Ameri-
can Community/” Another prominent participant in both was
Carla A. Hills, who served as U.S. trade representative from 1989
to 1993 and was the primary U.S. negotiator for NAFTA.

Other members of that CFR task force who attended the Banff
secret confab include:

* Pedro Aspe, a cochair of the CFR task force and a Mexican
investment banker who shows up frequently on interna-
tional panels and boards, including those put together by
the United Nations;

Thomas d'Aquino, whom we have already named as the
chief executive of the Canadian Council of Chief Executives;

Wendy Dobson, professor of international business at the
University of Toronto;

Pierre Marc Johnson, a Canadian attorney who was the for-
mer premier of Quebec;

John Manley, another Canadian attorney who is a former
deputy prime minister of Canada;

Carlos Heredia, a senior advisor on International Affairs to
Governor Lazaro Cardenas-Bartel of the Mexican state of
Michoacan;

Luis Rubio, president of the private Centro de Investigacio
Para el Desarrollo (Center of Research for Development);

The Hon. Perrin Beatty, president and CEO of Canadian
Manufacturers and Exporters,” Canada's largest trade and
industry association. Beatty confirmed to WND that he at-
tended the Banff North American Forum meeting. Mr. Beatty
described the meeting as "an opportunity for a small group
of people from our three North American countries to get to-
gether informally and discuss issues of common interest."°

When asked why the meeting was closed to the press, Mr. Beatty
responded that the meeting was not a "decision forum" but a "dis-
cussion forum."'' Mr. Beatty claimed that not all attendees shared
Dr. Pastor's views. "My interest in attending the meeting was eco-
nomic/' he told WND. "How do we insure we keep pace with the
explosion in competition in the Xorth American industry? It's ab-
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solutely critical to the economic growth of our three countries that
we stay competitive and successful."

Secretary of Defense Donald Rumsfeld was listed as a partici-
pant, though WND reported that Rumsfeld did not attend. $till,
the Department of Defense was represented at a senior level. Lt.
Gen. Gene Renuart, U.S. Air Force military assistant to Secretary
Rumsfeld attended. Also listed was Major Gen. Mark A. Volcheff,
director of plans, policy, and strategy for NORAD-NORTHCAM.

Many other U.S. government officials were among those that
attended:

* From the State Department: Dr. Thomas A. Shannon, assis-
tant secretary of state for the Western Hemisphere, and
Ryan Henry, deputy under secretary of defense for policy;

« John Dickson, the deputy chief of mission at the U.S. Em-
bassy in Ottawa represented the U.S. ambassador to Canada;

» Clay Sell, the deputy secretary of energy, attended from the
U.S. Department of Energy;

e Admiral Tim Keating, the commander of the U.S. Northern
Command, and Major General Mark A. Volcheff attended
for NORAD-NORTHCOM, along with Deborah Bolton, the
political advisor to the commander of U.S. NORTHCOM;

» Dan Fisk, the senior director for the Western Hemisphere,
attended representing the National Security Council, from
within the White House.*?

Pne entire attendee list is published as an appendix to this book.

Clearly, the Bush administration took the Banff meeting very
seriously. Top government officials from both Mexico and Can-
ada were on the attendee list. The sole journalist listed was Mary
Anastasia O'Grady of the Wall Sreet Journal. No articles on the
Banff meeting appeared in the Wall Sreet Journal and Ms.
O' Grady declined public comment, even after WND published
that she had attended the meeting. In what is apparently intended
to be an annual event, the first North American Forum meeting
was held in September 2005 in Sonoma, California, and a meeting
for September 2007 is planned for Mexico.

The agenda for the Banff conference was organized into the
following sessions:
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e Session |I: Opening comments by Messrs. Aspe, Lougheed,
and Schultz;

e Session II: A Vision for North America: Issues and Options;
e Session Ill: Toward a North American Energy Strategy;

e Session 1V: Opportunities for Security Cooperation in North
America;

e Session V: Demographic and Social Dimensions of North
American Integration;

e Session VI: Border Infrastructure & Continental Prosperity;

* Session VII: Roundtable Conversation with the Cochairs.

The conference focused on North American demographics, social
integration, economic development, and energy utilization.
Rather than considering U.S. national defense or the protection of
U.S. borders with Mexico and Canada, sessions covered continen-
tal defense and border security.

The meeting may have been secret, but once the Council of
Canadians got their hands on the documents, the attendee list and
the agenda of the North American Forum meeting were widely
published and discussed on the Internet. The complete agenda for
the Banff meeting is published as an appendix to this book.**

State Department Refuses Comment on Banff Meeting

Session Il of the Banff meeting was moderated by Thomas A.
Shannon, the assistant secretary of state for the Western Hemi-
sphere. Robert Pastor served as one of the panelists at this session.

WND contacted Eric Watnik of the State Department to see if a
copy of Pastor's presentation with Thomas Shannon could be ob-
tained.* Mr. Watnik confirmed to World Net Daily that Mr. Shan-
non did attend the Banff meeting and that Mr. Shannon's expenses
for attending the meeting were paid for by U.S. taxpayers. The
State Department, however, refused to discuss anything about Mr.
Shannon's attending the conference or the content of the panel,
including any paper Dr. Pastor may have presented.

When WND pressed Mr. Watnik, the State Department ob-
jected. Watnik argued that Shannon may have chaired the panel
to allow Pastor to present his views, even though Shannon may
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have disagreed with Pastor. Watnik argued that Shannon may
have chaired the panel to stimulate a debate over views he found
objectionable. Reading Shannon's subsequent articles, we doubt
Mr. Watnik's response was valid.

The State Department website documents that Shannon ad-
dressed a group of Canadian diplomats, academics, and Fulbright
scholars in Ottawa on September 14, 2006, where he specificaly
discussed the North American Forum conference in Banff.”

In the speech entitled "Why the Americas Matter," Shannon
characterized the North American Forum as "a parallel structure
to the Security and Prosperity Partnership of North America."
Shannon described SPP as designed to "enhance NAFTA" and
again as "an add-on to NAFTA." He added that the three co-
conveners of the group were senior officias with considerable
public experience: former American Secretary of State George
Schultz, Mexican Finance Minister Pedro Aspe, and former Ca
nadian premier of Alberta Peter Lougheed. The purpose of the
meeting, according to Shannon, was "to bring opinion-makers,
private-sector leaders, university professors and presidents, and
leaders of nongovernmental organizations together with gov-
ernment officials from the three countries of North America to
begin to talk about North American security” and "to create a
vision for North America and an understanding of what North
Americais as an entity."*°

Couched in the reaction to 9/11, Shannon said, the North
American Forum aimed to get the three governments working to-
gether "to fashion more productive cooperation and address the
kinds of problems we saw in the immediate aftermath of Septem-
ber 11." Shannon acknowledged that the three countries had iden-
tities that are "as different as we are in our national sovereignty."
Still, his emphasis was that "Canada, the United States, and Mex-
ico do share a common place, do share a common market, and in-
creasingly are connected demographically and culturally."

Shannon stressed his goal was to look for ways "to enhance
that degree of connectedness" in order to "remain competitive in
the world" as well as protecting "our open societies against
threats which aren't going away." According to Shannon, 9/11
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provided the security justification for greater North American
cooperation, while the need :0 remain competitive in an emerg-
ing world market provides economic justification. The inevitable
"security and prosperity" partnership involves a North American
vision or a North American community in which we learn to
think and act as North Americans, not simply as Americans,
Mexicans, and Canadians.

Implicitly rejected is the possibility that the United States,
Mexico, and Canada could either be secure or prosperous unless
we integrate. Note how Shannon answered the question of "why
the Americas matter/'

What we are doing in North America today is consolidat-
ing democratic states, integrating them economically but
then providing a security overlay and a level of coopera-
tion and dialogue that will strengthen the economic insti-
tutions, strengthen our ability to protect and promote our
prosperity, and enhance our ability to create the opportu-
nity that people can...take advantage of.”

This statement embraced the CFR argument that U.S. national
security and prosperity can best be served by forming a security
perimeter around North America and by establishing a North
American common market. The speech strongly suggested that
the State Department endorsed both the CFR views about North
American integration and Pastor's vision of a North American
community.

Judicial Watch Releases Pentagon Notes on Banff Meeting

Pursuant to a Freedom of Information Act (FOIA) request, Judi-
cial Watch obtained a set of notes from the Pentagon attendees at
the Banff meeting.’® The notes permitted Judicial Watch to con-
clude that the presentations at the North American Forum in-
cluded discussion of U.S. immigration policy and border
enforcement as well as revisiting one of Dr. Pastor's favorite
ideas, the creation of a North American investment fund. Judicial
Watch noted that references to the SPP occur repeatedly
throughout the notes of the Pentagon attendees.

One particularly disturbing comment was noted in the officia
conference record of the speeches given, as recorded in the "Rap-

61



THE LATE GREAT USA

porteur Notes" obtained bv the Judicial Watch FOIA request.”® In
Section VI of the conference, entitled "Border Infrastructure and
Continental Prosperity/' the reporter summarized as follows:

e To what degree does the concept of North America
help/hinder solving problems between the three countries?

* Vision is helpful
* A secure perimeter would bring enormous benefit

* While a vision is appealing working on the infrastructure
might yield more benefit and bring more people on board
("evolution by stealth™)

Reflecting on the "evolution by stealth" comment Judicial Watch
President Tom Fitton said:

It is not encouraging to see the phrase "evolution by
stealth" in reference to important policy debates such as
North American integration and cooperation. These docu-
ments provide more information to Americans concerned
about the Security and Prosperity Partnership. The more
transparency the better.?’

The comment is particularly disturbing, though not necessarily
surprising given the trgectory that Europe followed from the coal
and steel free trade agreement to a full-fledged regional govern-
ment with a common currency in the euro. Remember that Monnet
wanted to keep his dream of a European Union from the general
public, as it would have been rejected.

Dr. Pastor's Secret Paper at the Banff Conference

The notes on the Banff conference obtained by Judicial Watch in-
cluded a copy of the paper Dr. Robert Pastor delivered.”* In this
paper, Pastor wrote openly about his desire "to define and build
a North American community, a new and different relationship
among the peoples and governments of Canada, Mexico, and the
United States/' He continued, "Our purpose is to build a greater
sense of being a part of North America.”

As previously noted, Pastor is careful to articulate his view of
a North American community as a further transitional step in the
political and economic integration of North America, advancing
beyond SPP. Pastor lamented that North American integration
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has been slowed by the weakness of the executives of the three
countries and the reluctance of the legislatures to embrace bold
proposals. He commented: "The lack of progress even on an in-
cremental approach suggests that a compelling vision is needed
for any change in the relationship/'

Pastor urged the conference to decide whether the North
American Forum wanted to articulate modest or bold proposals.
He cautioned that "the political climate in all three countries may
not be conducive to the immediate realization of either an incre-
mental or bold objective/' Pastor carefully included the word
"immediate" in his phrasing, suggesting that the barriers to more
complete North American integration are only temporary.

Pastor recommended that several institutional steps be taken
to advance North American integration. He touched on the need
to establish a North American development fund, to develop
Mexico economically in a way that NAFTA had failed to accom-
plish. He urged the formation of a defense and security perimeter
around the continent, especially as U.S. borders with Mexico and
Canada are relaxed to reduce border-crossing time. Finally, he
pushed for a North America customs union, another transitional
step Europe had used to move from a common market to a full-
fledged regional government.

Pastor's comments on North American trade corridors were
particularly interesting. He noted that in "imagining a different
North America,"” we had to have new trade corridors built from
northern Canada to southern Mexico. He encouraged that goods
and services needed to "traverse the borders smoothly," such that
trucks "do not have to off-load their cargoes at the border." Pas-
tor expanded on these thoughts as follows:

Trade has tripled in North America, and more than two-
thirds of that trade is carried bv trucks, and yet trucks still
cannot cross the U.S.-Mexican border despite a Supreme
Court decision, and trucks are subject to about fifty-four
different sets of regulations on the continent. Moreover,
no new transportation corridor has been built to connect
the three markets, and infrastructure at the border is woe-
fully inadequate. This exrlair.s whv some manufacturers
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believe it is cheaper to ship goods from Shangha to Los
Angeles than from Monterrey to Los Angeles.

Pastor encouraged the conference to decide whether a new trans-
portation corridor should be designed and built between Canada
and Mexico, and how such a corridor should be financed and
managed.

Pastor ended by asking the conference to consider recom-
mending the creation of a North American passport similar to the
European Union passport that has opened up travel between
European countries.

The North American Competitiveness Council (NACC):
Multinational Corporations Form SPP Executive Group

The North American Forum is not the only body of economically
interested individuals gathering to discuss the North American
Union. On June 15, 2006, Secretary of Commerce Carlos M.
Gutierrez convened the first meeting of the North American
Competitiveness Council (NACC). The NACC was presented as
an advisory group organized by the Department of Commerce
(DOC) under the auspices of the SPP.

A March 31, 2006, press release on the White House website,
under the title "Security and Prosperity Partnership of North
America: Progress,” announced the formation of the NACC.??
The press release noted that the NACC would meet annually
"with security and prosperity Ministers and will engage with
senior government officials on an ongoing basis."?*

The White House press release referenced no U.S. law or
treaty under which the NACC was organized. Nor did it specify
the advisory role this council of business |eaders would have. The
White House commented only that the council "will provide us
with recommendations on North American competitiveness, in-
cluding, among others, areas such as automotive and transporta-
tion, steel, manufacturing, and services."**

With the organization of the NACC, multinational business
leaders were placed in a key position to direct the decision mak-
ing and policy outcomes of the SPP working groups. With the
formation of NACC, the Bush administration signaled that the
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SPP would primarily serve the interests of the multinational cor-
porations. The three governments formed no advisory group of
citizens or interest group activists to advise their SPP efforts.

The International Trade Administration of the Department of
Commerce noted that the NACC membership consisted of ten
"high-level business leaders’ from Mexico, Canada, and the United
States.® An April 2006 report in the Mexican media quoted Angel
Villalobos, undersecretary of international trade negotiations for
Mexico's secretariat of economy, as saying that nothing like NACC
had ever before been created in NAFTA. Mr. Villaobos described
NACC as "an umbrella organization within the SPP," claiming fur-
ther that SPP was created in 2005 to operate parallel to NAFTA. %

A DOC press release’” on the day of the first NACC meeting
confirmed that the "SPP ministers" are the various cabinet-level
secretaries in the three countries to whom the SPP working
groups report. The press release also referenced the March 23,
2005, Waco, Texas, meeting as the origin of SPP:

On March 23, 2005, leaders of North Americalaunched the
SPP. This initiative is meant to reduce trade barriers and
facilitate economic growth, while improving the security
and competitiveness of the continent. The leaders of North
America confirmed their commitment to SPP when they
met on March 31, 2006 in Cancun, Mexico.

The press release quotes Secretary Gutierrez as affirming the im-
portance of NACC within SPP: 'Today is a continuation of Presi-
dent Bush's strong commitment to our North American partners to
focus on North America's security and prosperity. The private sec-
tor is the driving force behind innovation and growth, and the pri-
vate sector's involvement in the SPP is key to enhancing North
America's competitive position in global markets."

The Council of the Americas, which "include[s] some of the
largest blue chip corporations domiciled in the United States, who,
collectively, represent the vast bulk of U.S. investment in and trade
with the rest of the Americas/”® provided detail regarding the
June 15, 2006, meeting of the NACC. An NACC membership list
found on the Council of the Americas' website” lists the U.S.
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members as coming from the following corporations (listed in
alphabetic order):

e Campbell Soup Company

* Chevron

* Ford

» FedEXx

» General Electric

» General Motors

» Kansas City Southern Industries

» Lockheed Martin Corporation

* Merck

* Mittal Steel USA

* New York Life

* United Parcel Service

* Wal-Mart

* Whirlpool

Some of these companies were chosen because of the closeness of
their executives to the Bush administration and the Council on
Foreign Relations. Others have direct ties to SPP projects. Kansas
City Southern Industries includes Kansas City Southern, which
has described itself as a NAFTA railroad. Wal-Mart is one of the
major forces driving U.S. manufacturing to the Chinese under-
ground market.

A separate document on the Council of the Americas website
presents a summarized transcript, which claims that U.S. Repre-
sentatives in the June 15 meeting explained the composition of
the U.S. delegation as follows:

"The U.S. section of the NACC has organized itself
through a Secretariat—composed of the U.S. Chamber of
Commerce and the Council of the Americas—to maximize
its efficiency and better communicate with its members/*
Secretary Gutierrez was also paraphrased as stating, "The
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purpose of this meeting was to institutionalize the North
American Security and Prosperity Partnership (SPP) and
the NACC, so that the work will continue through
changes in administrations."

The NACC places a significant amount of influence in the hands
of the business community. Nine of the ten appointees of the Ca-
nadian NACC delegation were drawn from the Canadian Coun-
cil of Chief Executives, an organization of business leaders that
ardently supports the SPP. Maude Barlow, the national chairper-
son for the Council of Canadians objected, stating, "This latest
development clearly puts business leaders in the driver's seat and
gives them the green light to press forward for a North American
model for business security and prosperity...How truly account-
able is the Harper government to the Canadian people, when it
gives preferential treatment to the big-business community in the
design of its policies?" The same question, of course, is applicable
to both the governments of the United States and Mexico.

NACC Implements Robert Pastor's
North American Advisory Council

The NACC signifies an important step in Robert Pastor's incre-
mental approach to building a North American community. At a
press conference presenting the CFR report, "Building a North
American Community," Pastor said the following:

The North American summit that occurred in Texas on
March 23rd is a very important statement. But if it's to be
more than a photo opportunity, we felt that a second insti-
tution was essential, and that would be a North American
advisory council made up of eminent individuals, ap-
pointed for terms that are longer than those of the govern-
ments, and staggered over time. This council would
propose ideas for dealing with North American challenges,
whether they be regulatory or transportation or infrastruc-
ture or education, and put forth options to the three |eaders
to consider ways to adopt a North American approach.*

Pastor described this advisory council as playing an active policy
role in the formation of his hoped-for North American community.
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And hopefully, the three leaders would rum to this North
American council and say, "Look we're getting wonderful
advice on what we should do about North America as a
whole. Why don't you prepare a plan for us on education,
on agriculture, on the environment, and we would consider
that even as we consider the advice of our government.”

A White House website shows photographs of President
Bush, President Vicente Fox, and Prime Minister Harper at their
March 31, 2006, joint news conference in Cancun, Mexico, shak-
ing hands in front of a backdrop proclaiming "Cancun 2006 —
Security and Prosperity Partnership of North America."®" At the
Cancun press conference,® Prime Minister Harper confirmed that
the decision had been reached to advance SPP by forming NACC,
a business council designed to advise SPP much as Pastor had
recommended:

During my meetings with Presidents Bush and Fox, we
reviewed the progress of our Security and Prosperity
Partnership, which provides a framework to advance the
common interests in the areas of security, prosperity, and
quality of life.

We committed to further engage the private sector. We've
agreed to set up a North American Competitiveness Coun-
cil, made up of business leaders from dl three countries, to
advise us on ways to improve the competitiveness of our
economies. They will meet with our ministers, identify pri-
orities, and make sure we follow up and implement them.

In his comments at the Cancun press conference, President Bush
also affirmed the presence of unnamed business leaders who had
attended the trilateral summit meeting. "1 want to thank the CEOs
and the business leaders from the three countries who are here/'

On June 15, 2006, NACC held its first meeting, following Pas-
tor's recommendation in detail, even describing the NACC mem-
bers as an "advisory council."

The DOC SPP website announcing the formation of NACC
provides no information about the membership requirements, the
selection process, or the terms of the members appointed to the
NACC.*® Nor is there any discussion of who pays for the travel
expenses and the time of the participants. No charter has been pub-
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lished for the NACQ nor any other specific delineation of roles
and responsibilities, or reporting authority (except for a mention of
the "SPP Ministers"). Equally lacking is a description of the ena-
bling legislation or treaty under which the NACC operates.

What is clear is that the formation of the NACC supports the
contention that the SPP agenda is increasingly set by multina-
tional companies, without any direct input from voters in the
three countries.

NAFTA Chapter 11 Tribunals Trump U.S. Supreme Court

The European Court of Justice was established just six years after
the Treaty of Paris was signed. As Europe entered into new eco-
nomic treaties, a court with jurisdiction over such areas became
necessary to settle trade disputes. A similar process has already
occurred in America. Chapter 11 of the NAFTA agreement allows
a private NAFTA foreign investor to sue the U.S. government if
the investor believes a state or federal law damages the investor's
NAFTA business.*

Under Chapter 11, NAFTA established a tribunal that may
conduct a trial to decide the case according to the legal principals
established by either the World Bank's International Centre for the
Settlement of Investment Disputes or the UN's Commission for
International Trade Law. If the decision is adverse to the United
States.,, the NAFTA tribunal can impose its decision as find,
trumping U.S. law, even as decided by the U.S. Supreme Court.
U.S. laws can be effectively overturned and the NAFTA Chapter 11
tribunal can impose millions or billions of dollars in fines on the
U.S. government, to be paid ultimately by the U.S. taxpayer.

On August 9, 2005, a three-member NAFTA tribunal dis-
missed a $970 million claim filed by Methanex Corp., a Canadian
methanol producer challenging California laws that regulate
against the gasoline additive MTBE.*

The additive MTBE was introduced into gasoline to reduce
air pollution from motor vehicle emissions, California regulations
restricted the use of MTBE &fter the additive was found to con-
taminate drinking water and produce a health hazard. Had the
case been decided different!}’, Californias MTBE regulations

69



THE LATE GREAT USA

would have been overturned and U.S. taxpayers forced to pay
Methanex millions in damages.

While this case was decided in favor of U.S. laws, there is no
guarantee that the NAFTA Chapter 11 court will always decide in
favor of the United States. Eventually, aU.S. law may be overruled
by the NAFTA Chapter 11 adjudicative procedure, as long as the
determinant law adjudicated by the NAFTA Chapter 11 tribunals
continues to derive from World Court or UN law. As the SPP ad-
vances, will the U.S. Bill of Rights be among the laws that have to
be "integrated" and "harmonized" with Mexico's and Canada's?
Citizens of Canada already cannot speak freely without worrying
about hate crimes legislation or other political restrictions on what
they say. The United States remains the only country among the
three where citizens can claim a right to own firearms.

NAFTA Chapter 11 tribunals already empower foreign
NAFTA investors and corporations to challenge the sovereignty of
U.S. law in the United States. Senator John Kerry (D-MA) has said,
"When we debated NAFTA, not a single word was uttered in dis-
cussing Chapter 11. Why? Because we didn't know how this provi-
sion would play out. No one really knew just how high the stakes
would get."*® Congress's hesitation to understand and address this
complex issueis distressing.

While the NAFTA court has disturbing implications for U.S.
sovereignty, even those who advocate integration recognize its
imperfections. Rather than abandoning it, however, they wish to
replace it. The CFR plan clearly calls for the establishment of a
"permanent tribunal for North American dispute resolution.” As
the CFR report details:

The current NAFTA dispute-resolution process is founded
on ad hoc panels that are not capable of building institu-
tional memory or establishing precedent, may be subject
to conflicts of interest, and are appointed by authorities
who may have an incentive to delay a given proceeding.
As demonstrated by the efficiency of the World Trade Or-
ganization (WTQO) appeal process, a permanent tribunal
would likely encourage faster, more consistent, and more
predictable resolution of disputes. In addition, there is a
need to review the workings of NAFTA's dispute-
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settlement mechanism to make it more efficient, transpar-
ent, and effective.*’

Robert Pastor has repeatedly argued for the creation of a North
American Union "Permanent Tribunal on Trade and Investment.”
He understands that a "permanent court would permit the accu-
mulation of precedent and lay the groundwork for North Ameri-
can business law/'*® Pastor says nothing about U.S. business law or
the U.S. Supreme Court.

The executive branch under the Bush administration is quietly
putting in place an unprecedented bureaucratic infrastructure
without any direct Congressional input. This infrastructure will
provide the rules to which any NAFTA or NAU court would refer
when adjudicating NAU trade disputes. The SPP 2005 Report to
Leaders clearly states the goal: "We will develop atrilateral Regula-
tory Cooperative Framework by 2007 to support and enhance ex-
isting, as well as encourage new cooperation among regulators,
including at the outset of the regulatory process."*

The expansion of Chapter 11 NAFTA tribunals is an impor-
tant concern since proponents of regional integration have long
recognized that expanded free trade engenders trade disputes,
which require expanded regional court structures to resolve dif-
ferences, as clearly happened in Europe. Chapter 11 tribunals are
an example of aregional political dispute institution that arises as
a logical consequence of economic integration. NAFTA has al-
ready moved incrementally from a free trade agreement to a legal
dispute mechanism in which the supremacy of our own Supreme
Court is necessarily compromised. If a NAFTA Chapter 11 tribu-
nal can overturn even Supreme Court decisions, we have already
entered the era where a regional judicial structure created under
atrade law has power over the highest court in the land.

The movement toward a North American Union begins with
the economy, moves to the courts, and ends with political union.
It's a simple story, and one that's taking shape right under our
noses. At the North American Forum, business and political lead-
ers from Mexico, the United States, and Canada gathered to dis-
cuss economic integration. Meanwhile, the formation of the NACC
established a business-class advisory council to the SPP, which
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Pastor proposed as a hecessary step toward creating his dream of a
North American community.

While discussions that could lead to the undermining of U.S.
sovereignty between top U.S. officials and their Mexican and Ca-
nadian counterparts are concerning enough, there is a certain
comfort that comes from knowing that these discussions remain
just that—talk. Unfortunately, as will be seen, the movement to
form a North American Union has moved from talk to actionin a
number of areas—not the least of which isin the areas of regional
government and transportation.
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"In short, the case-by-case approach can produce someremarkable
concessions of 'sovereignty' that could not be achieved on
an across-the-board basis.”

Richard N. Gardner, writing in the Council of Foreign Relations
Magazine Foreign Affairs, April 1974*

AT FIRST GLANCE the movement to integrate the North

American economy might appear amorphous, unorganized,
and isolated, the dream of a few extremists. Unfortunately, that's
not the case.

The speed at which North America is being integrated is as-
tonishing, and there is little reason to think it will slow any time
soon. The SPP has already assumed a definite structure and is
enacting changes within the governments of Mexico, Canada, and
the United States. Clear steps are being taken to integrate trans-
portation systems and ease border crossing in order to facilitate
more trade and movement of people between the three nations.
The only "working group” that hasn't been consulted is that of
the working people of the United States.

SPP.Gov

Shortly after the summit meeting in Waco, Texas, a hew web-
site, www.spp.gov, was created bv the Department of Com-
merce to disperse information about the Security and Prosperity
Partnership.


http://SPP.Gov
http://www.spp.gov
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The 2005 Report to Leaders on the SPP website was the first indi-
cation of how the SPP had been organized.? In this document,
some twenty different working groups were described in a wide
range of areas, including manufactured goods, movement of
goods, energy, environment, e-commerce, financial services, busi-
ness facilitation, food and agriculture, transportation, and health.
This report was completed within the first ninety days after the
summit meeting at Waco, Texas, as promised.

The 2005 Report to Leaders revealed the names of the "minis-
ters" charged with directing the working groups. Basicaly, the
SPP reports to three top cabinet-level officers from each country.

Representing the United States are:

* Secretary of Commerce Carlos Gutierrez,

» Secretary of Homeland Security Michael Chertoff,

* Secretary of State Condoleezza Rice.
Representing Mexico are:

» Secretario de Economia Fernando Canales,

» Secretario de Gobernacion Carlos Abascal,

» Secretario de Relaciones Exteriores Luis Ernesto
Derbéz.

Representing Canada are:
» Minister of Industry David L. Emerson,

e Deputy Prime Minister and Minister of Public
Safety, Anne McLellan,

* Minister of Foreign Affairs Pierre Stewart Petti-
grew.

The report emphasized the extensive working group structure
that had been established to pursue an ambitious agenda:

In carrying out your instructions, we established working
groups under both agendas of the Partnership—Security
and Prosperity. We held roundtables with stakeholders,
meetings with business groups and briefing sessions with
Legislatures, as well as with other relevant political jurisdic-
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tions. The result is a detailed series of actions and recom-
mendations designed to increase the competitiveness of
North America and the security of our people.

Clearly, the SPP was intent on producing policies that each coun-
try agreed upon, which were to be implemented directly without
Congressional oversight.

Upon your review and approval, we will once again meet

with stakeholders and work with them to implement the
work plans that we have devel oped.

The report stressed;

The success of our efforts will be defined less by the con-
tents of the work plans than by the actual implementation
of initiatives and strategies that will make North America
more prosperous and more secure.

Nearly every work plan revealed in the 2005 Report to Leaders in-
cluded action steps described variously as "our three countries
signed a Framework of Common Principles../' or "we have
signed a Memorandum of Understanding..." or "we have signed
a declaration of intent..." etc.

Canada has established an SPP webpage within their Depart-
ment of Foreign Affairs and International Trade Canada.® Mexico
has placed the SPP within the office of the secretaria de economia
and created an extensive website for the Alianza Para La Securidad
y La Prosperidad de Ameérica del Norte (ASPAN).* The Mexican
website describes ASP AN as "a permanent trilateral process to
create a magjor integration of North America."

Myths vs. Facts

In response to increased public attention, the SPP created a "Myths
v. Facts" page on their website aimed at debunking theories that
they are creating a new regional government along the model of
the European Union.> The first myth/fact exchange addresses the
legal status of the SPP:

Myth: The SPP was an agreement signed by Presidents [sic] Bush
and his Mexican and Canadian counterparts in Waco, TX, on March
23, 2005.
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Fact: The SPPisadialogueto increase security and enhance -pros-
perity among the three countries. The SPP is not an agreement nor is it
atreaty. Infact, no agreement wasever signed.

This sort of language downplays the importance of what is hap-
pening within the many cabinet-level working groups constituted
within the executive branches of the three countries. The Bush
administration claims that the SPP activity is nothing more than a
dialogue, but constraints upon the Executive Branch demand
such alabeling. If written agreements resulted from the SPP, they
would need to be submitted to Congress as legislation, or to the
Senate as treaties for ratification, or published in the Federal Reg-
ister as proposed rule changes. A "dialogue among bureaucrats”
sounds like an innocuous discussion designed to improve com-
munication but make no fundamental changes in U.S. laws or
administrative regulations.

The claim that the SPP is simply a dialogue is at worst spuri-
ous, and at best dubious. The first five public policy areas listed in
the 2005 Report to Leaders illustrate the nature of the formal written
agreements, decisions, and actions proceeding from the dialogue.
These are not the result of aharmless bureaucratic dialogue, but of
a planned agenda. Terms suggesting more than a neighborly con-
versation arein italics:

e Electronic Commerce. "In June 2005, our three countries
signed a Framework of Common Principles for Electronic Com-
merce that will encourage the development of trans-border
online business in North America.”

Liberalization of Rules of Origin. "We have completed the
implementation of modifications of rules of origin, covering
goods such as household appliances, precious metals, and
various machinery and equipment parts."

Consumer Products. "Canada and the United States have
signed a Memorandum of Understanding to enhance and
strengthen the exchange of information and cooperative ac-
tivities on public health and safety protection related to the
safety of consumer products, and encourage compatibility
of standards-related measures to the greatest extent practi-
cable. Likewise, Mexico and the United States are holding
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negotiationsto reach an agreement on a similar Memorandum of
Understanding."

Textiles and Apparel Labeing. "We have reached an ar-
rangement on the Use of Care symbols on Textile and Ap-
parel Goods Labels that will facilitate market access of
textile and apparel goods by the uniform acceptance of har-
monized care symbolsin North America. We plan to sign this
agreementinJuly."

Temporary Work Entry. "The three countries have forwarded
a trilateral document setting out each country's domestic pro-
cedures to modify NAFTA's temporary entry appendix on
professionas to the NAFTA Free Trade Commission for ap-
proval. This will clarify procedures in each country, thereby
providing a mechanism for more North American profes-
sionals to be given temporary entry."

The many trilateral agreements discussed in the report are not
published on the website. There is no evidence that Congres-
sional oversight hearings have examined these agreements.

Much More than a Dialogue

The dozens of government websites devoted to the SPP indicate
that the SPP is engaged in more than a simple dialogue. The
Mexican government SPP website refers to the SPP as an "alli-
ance/' a word suggestive of a treaty or formal status of interna-
tional relations. Consider this White House press release from the
time of the Cancun summit describing the extensive trilateral
administrative work underway in the many executive branch
agencies of the three governments:

This Partnership [SPP] has increased our institutional con-
tacts to respond to our vision of a stronger/ more secure,
and more prosperous region. In June 2005, our three gov-
ernments released detailed work-plans identifying key ini-
tiatives that form an ambitious agenda of collaboration.
Since June, we have worked to implement these initiatives.
Many will take months or years to be completed, but we a-
ready note significant results. We ask our Ministers to build
on this momentum.®
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On September 13, 2005, Deputy Secretary of Commerce David A.
Sampson called the SPP a "blueprint” in a speech given to the
Canadian-American Border Trade Alliance:
The SPP announced last March by President Bush, Prime
Minister Martin, and Mexican President Vicente Fox, un-

veiled a blueprint for a safer and more prosperous North
America for the 21% century.”

One wonders what the SPP blueprint is intended to build.

The second myth/fact exchange on SPP.gov forcefully denies
that the Bush administration intends to create a North American
Union:

Myth: The SPP is a movement to merge the United Sates, Mex-
ico, and Canada into a North American Union and establish a com-
mon currency.

Pact: The cooperative efforts under SPP, which can be found in de-
tail at zoww.spp.gov, seek to make the United Sates, Canada, and Mex-
ico open to legitimate trade and closed to terrorism and crime. It does
not change our courts or legislative processes and respects the sover-
eignty of the United States, Mexico, and Canada. The SPP in no way,
shape, or form considers the creation of a European Union-like struc-
ture or a common currency. The SPP does not attempt to modify our
sovereignty or currency or change the American system of government
designed by our Founding Fathers.®

Unfortunately, presidential protestations of innocence cannot
always be taken at face value. Should we accept on faith White
House press secretary Tony Snow's denial® that the Bush ad-
ministration intends to create a North American Union?® Or
should we believe the ample evidence already published on the
SPP Web page documenting the extensive rewrite of U.S. ad-
ministrative law?

FOIA Documents Disclose " Shadow Government"

After filing a Freedom of Information Act (FOIA) request, | ob-
tained approximately one thousand pages from the SPP office in
the U.S. Department of Commerce.’! These documents are ar-
chived on The Minuteman Project website.*? Judicial Watch also
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obtained a set of documents from the SPP office under a separate
FOIA request.”® These documents prove that the Bush administra-
tion has cooperated with Mexico and Canada on a broad range of
policy issues. It is clear that the SPP is creating a new regional
infrastructure that includes Mexico and Canada and is aggres-
sively rewriting U.S. administrative law, all without congres-
sional oversight or public disclosure.

The following is a formal organization chart. This chart de-
picts thirteen working groups on a reporting structure diagram.
Working groups within the U.S. government report through the
National Security Council (NSC) and the Homeland Security
Council (HSC),** which in turn report directly to the Office of the
President.
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Figure 1. Organizational chart of the Security and Prosperity Partner ship of North America,
obtained by a Freedomof I nfor mation Act request, 2006

Three working groups report to U.S. Department of Home-
land Security Secretary Chertoff:
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» External Threats to North America
* Prevention/Response within North America

» Streamlined and Secured Shared Borders

Ten working groups report to U.S. Department of Commerce
Secretary Gutierrez:

* Manufactured Goods and Sectoral and Regional Comp
* Energy

* Food and Agriculture

* Movement of Goods

* Health

* E-Commerce and ICT (Information and Communication
Technology)

» Transportation
* Environment
» Financial Services

» Business Facilitation

At the cabinet secretary level of the organizational chart, Secretary
of State Condoleezza Pvice is listed between Secretary Chertoff and
Secretary Gutierrez, with no working groups directly reporting to
her. Secretary Rice is immediately below the HSC/NSC reporting
structure at the next highest level of the chart, suggesting that she
is the cabinet-level coordinator chosen to coordinate directly with
the HSC/NSC

It is not known how many working groups exist within the
SPP. The 2005 Report to Leaders references twenty or so groups.
One organizational chart depicts thirteen working groups (df,
figure 1) and the Canadian SPP website lists nineteen, ten ad-
dressed to the "Security Agenda" and nine addressed to the
"Prosperity Agenda."*® Another document lists thirty-six work-
ing groups. Many documents referencing these working groups
are still inaccessible.'®

As far as can be determined, SPP working group participants
came from the following Bush administration departments:
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* U.S. Department of State

* U.S. Department of Commerce

» U.S. Department of Homeland Security

* U.S. Department of Treasury

* U.S. Department of Agriculture

* U.S. Department of Transportation

* U.S. Department of Energy

» U.S. Department of Health and Human Services

* U.S. Trade Representative

Hundreds of pages of internal emails and memoranda document
that dozens more administrators were involved in the various
levels of working group activity.

This level of activity within the Bush administration points to
far more than a mere dialogue with two foreign nations. Docu-
ments released through the FOIA and information posted on gov-
ernment websites, prove that a wide range of U.S. administrators
and departments are involved in functioning working groups
within the three governments. The working groups are assigned
specific, detailed tasks. The reports published by the SPP indicate
that the working groups are signing alarge number of new memo-
randa of understanding, mutual agreements, and other forms of
cooperation. There is ample evidence to suggest that a newly
formed administrative structure is active within the three North
American governments. Those working from within the SPP are
actively integrating and harmonizing U.S. administrative law and
regulations, including those involving national security, with ad-
ministrative law and regulations in Mexico and Canada.

None of this has been made clear to the American people.
Those who want to learn more about the SPP must resort to FOIA
requests and comb through hundreds of government Web sites
written in language best suited to lawyers and bureaucrats.

SPP Gains Momentum

In late 2006, the Department of Commerce published the 2005 and
2006 editions of Report to Leaders. The books carried the three-flag
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SPP symbol and were published in English, Spanish, and French.
The copyright page of the 2005 report indicates that the report was
copublished by the governments of the United States and Mexico,
and is also copyrighted in Canada.

Over two hundred and fifty "memorandums of understand-
ing/' "modifications of rules/' "frameworks of principles/' and
other agreements arelisted in the 2005 and 2006 Reports to Leaders,
The reports discuss the modification of administrative rules and
regulations under the rubric of "integrating" and "harmonizing"
into a North American structure what had previously pertained
to the United States, Canada, and Mexico.

For instance, the energy working group announced in the
2005 report that their goal was "creating a sustainable energy
economy for North America." To seasoned readers of interna-
tional documents, the word "sustainable" used in this context is a
code word to globalist thinking embedded in UN doctrines in-
tended to limit the growth of developed nations such as the
United States.

SPP working groups are active within the traditional depart-
ments of the U.S. government. The North American Energy Work-
ing Group (NAEWG), for instance, has a Web page on the U.S.
Department of Energy website.’” A January 2006 report entitled
"North America—The Energy Picture II" documents that the
NAEWG first met on June 27-28, 2001, in Washington, D.C There
have since been eight more NAEWG working group meetings
"convened in various locations of the three countries, with many
more meetings of the various expert groups convened under the
NAEWG agenda."*®

SPP working groups have ranged across virtually every area
of public policy. The 2006 Report to Leaders documents the follow-
ing working group activity in the Prosperity Agenda:

* Manufactured Goods and Sectoral and Regional
Competitiveness

* Movement of Goods
* E-Commerce and ICT

* Financial Services
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 Transportation

* Energy

* Environment

» Food and Agriculture
» Health

The 2006 Report to Leaders identifies the following Security
Agenda initiatives, milestones, and status of completion in the
following areas:

1. Secure North America from External Threats
» Traveler Security
e Cargo Security
* Bio-protection

2. Prevent and Respond to Threats within North America
* Aviation Security
e Maritime Security
 Law Enforcement Cooperation
» Intelligence Cooperation
» Protection, Prevention, and Response

3. Further Streamline the Secure Movement of Low-Risk
Traffic Across Our Shared Borders
» Border Facilitation
» Science and Technology Cooperation

Déspite the advanced stage of activity, many U.S. congressmen
and senators have no idea that SPP working groups are producing
a North American regulatory structure. SPP remains one of the
best-kept secrets in Washington, though it is disclosed on dozens
of U.S. government websites and has now published full-color
books in three languages.

SPP 'Trusted Travelers' and 'Trusted Traders'

The 2005 Report to Leaders made clear that a " continental perimeter”
has been defined as the primary line of defense against terrorists. In
a section entitled, "Securing North America from External Threats,"
SPP discloses:
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We have established plans to develop and implement com-
parable processes which produce consistent outcomes for
screening individuals prior to departure and at first point of
entry into North America, as well as to develop and imple-
ment compatible screening methods for goods and cargo
prior to departure from a foreign port and at the first point
of entry to North America.

Among the strategies identified to implement this commitment is
the issuing of biometrics to facilitate "legitimate travel” within
North America. "We will devise a single, integrated global en-
rollment program for North American trusted traveler programs
within the next thirty-six months." '

This statement suggests that Mexican "trusted travelers"
might be able to go to the SPP office in Mexico and obtain a bio-
metrics border pass that would allow them to cross our borders
at will. The SPP is silent about reconciling this program with cur-
rent U.S. visa or work-permit programs. The SPP has pledged to
"develop standards for lower-cost secure proof of status and na-
tionality documents to facilitate cross-border travel” before Janu-
ary 1, 2008. This suggests that the first steps may be in place to
create a North American passport.

For "trusted traders," the SPP 2005 Report to Leaders recom-
mended the use of electronics to speed border crossings. The re-
port indicated that trusted traders would be able to pass the
border quickly by streamlining Free and Secure Trade System
(FAST) processing at ports of entry and expanding the Secure
Electronic Network for the Travelers” Rapid Inspection (SENTRI)
program to priority ports of entry within twelve months.

SENTRI Electronics, FAST Lanes, and RFID Chips

The United States, Canada, and Mexico have implemented various
programs to enable rapid border crossings using electronic identi-
fication. The NEXUS program in Canada gives preapproval to citi-
zens or permanent residents of Canada or the United States who
have registered and been accepted as "preapproved travelers"
through either the Canadian government'® or the U.S. govern-
ment.* NEXUS is a trusted traveler ID program jointly operated
by Canada Border Services Agency and the U.S. Customs and
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Border Protection. Additionally, &l three nations have agreed to
participate in the FAST program, which allows commercial truck
carriers and drivers, manufacturers, or other import/export com-
panies and professionals to register with the appropriate govern-
ment offices in the three countries to obtain preapproval as
"trusted traders" of North America.®

At border crossing points, FAST lanes are created as express
lanes, designed to reduce border-crossing time to a minimum.
Generally involving an electronic check equivalent to the E-
ZPasses used on U.S. toll roads, the NEXUS and FAST electronic
ID allows those "trusted travelers" and "trusted traders" to enter
restricted lanes where border crossing is expedited. While those
without electronic IDs are often forced to wait for hours at border
crossing checkpoints, the trusted travelers and trusted traders zip
right by. Border guards do not inspect the cargo of trusted travel-
ers and trusted traders. These programs could conceivably be
expanded to the point where virtually any citizen of the three
countries could register as a trusted traveler and any business
operation could become a trusted trader.

A recent innovation, the SENTRI program, allows applicants to
apply to U.S. Customs and Border Protection be preapproved as a
"low-risk traveler."? After conducting a thorough international
criminal records search, "low-risk travelers' are issued a Radio
Frequency ldentification Card (RFID) that records the person's
status in the CBP database. SENTRI electronic decals are also is-
sued for the vehicles of low-risk travelers. Under the SPP, the
United States and Mexico have begun establishing SENTRI elec-
tronic border-pass checks at multiple locations across the Mexican
border, with the ultimate goa of expanding the program to all
border crossing locations on the U.S. borders with both Canada
and Mexico.

NEXUS, FAST, and SENTRI are controlled by all three na-
tions. While our borders with Mexico and Canada will not be
erased any more than the borders between EU countries have
been erased, those equipped with the right electronic equipment
will soon be able to cross borders at will if they qualify as trusted
travelers and traders. The SPP documents do not envision that
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many trusted travelers will be screened individually at border
crossing points, nor will the commercial vehicles driven by SPP
trusted traders be inspected at the border. This strategy places
unwarranted confidence in Mexico, a drug cartel dominated
country where a culture of political corruption yet prevails.

It is very possible that terrorists will attempt to enter the
United States through the auspices of the trusted traveler pro-
gram and that drugs will enter the United States in the vehicles of
trusted traders.

Hezbollah terrorists have already bought their way into the
United States through our open border with Mexico. On March 1,
2005, Mahmoud Y oussef Kourani pleaded guilty to federal charges
of using meetings at his home in Dearborn, Michigan, to raise
money for Hezbollah's terrorist activities in Lebanon.?® Kourani
was an illegal alien who had been smuggled across our border
with Mexico after he bribed a Mexican consular officid in Beirut to
get him avisa to travel to Mexico. Kourani and a Middle Eastern
traveling partner then paid coyotes to get them into the United
States. Each year thousands of OTMs (Other Than Mexicans) enter
the United States from Mexico, including hundreds from "suspect"
Middle Eastern countries. Unfortunately, U.S. Border Patrol agents
never apprehend the vast majority of these OTMs.

A drug war waged by the Mexican drug cartels is spilling
across the U.S. border. In March 2007, a Mexican truck that was
stopped in Laredo, Texas, carried 4,723 pounds of marijuana in a
fase compartment.”* How much more easily will drug trucks
pass into the United States once the drug cartels have SPP trusted
trader electronics installed on their trucks?

Despite these dangers, the SPP continues to work to increase
free trade by simplifying the border crossing process.

SPP Reduces Time at Border Crossings

NAFTA trade has, then, become the final standard for the SPP, not
sovereignty. The SPP boasts that transit times have been reduced at
the border-crossing gateway, knowing fully that the efficiency was
created via electronics. This raises serious security concerns. Once a
system is created, criminals will find ways to bypass the required
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security checks. In addition, the SPP is not concerned about the in-
vasion to privacy or loss of freedom involved for citizens who will
be required to submit to background checks in order to qualify for,
acquire, and use the electronic systems. Dr. Pastor's dream that
border crossings would be as easy as using an E-ZPass on a U.S.
highway may soon be realized by SPP trusted traveler and
trusted trader planning.
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CHAPTER SIX

THE TRANS-TEXAS
CORRIDOR

"Bienvenidos a Kansas City, centro de Norteameérica."
("Welcome to Kansas City, the center of North America™)

Susan Segal, President and CEO, Council of the Americas®

THE BEGINNING OF A REGIONAL GOVERNMENT is not

the only thing taking shape. Private, government, and inter-
national interests have already begun work on integrating North
America's transportation system. In order to facilitate the integra-
tion of the Mexican, American, and Canadian economies, a trans-
portation system allowing for easy access between the three
countries is necessary. While the beginnings of regional govern-
ment are being put in place by the SPP, governmental, private,
and international interests are also beginning work on the inte-
gration of a North American transportation system.

While the SPP has worked to ease border restrictions by im-
plementing trusted traveler and trusted trader programs, the
Bush administration through the Federal Highway Administra-
tion (FHWA) has supported plans in the state of Texas to build a
huge NAFTA superhighway, four football fields wide, from the
Mexican border at Laredo, Texas, to the Canadian border north of
Duluth, Minnesota. The moment the Texas Legislature suggested
imposing a two-year moratorium on the construction of TTC-35
paralel to Interstate 35, the chief counsel for FHWA sent a letter
to the executive director of the Texas Department of Transporta-
tion (TXDQOT) threatening a loss of federal highway funds should
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the legislature move ahead.? This massive project, which will in-
clude separate lanes for trucks, trains, and utility lines, will not
only tie together the three countries, but will also allow contain-
ers from the Far East and China to access the lucrative American
market from Mexico.

While Mexican trucking companies carry goods into America's
heartland, Mexican trains acquired by Kansas City Southern Rail-
way Company will operate as a "NAFTA railroad" to carry con-
tainers from the Far East and China to the Laredo border.

The first customs stop in the United States will be a Mexican
customs office in the Kansas City SmartPort complex, a facility
being built for Mexico at a cost of $3 million to the U.S. taxpayer.
Internal emails obtained under a Missouri Sunshine Law request
show that KC SmartPort officials have been told by the State De-
partment that the facility will most likely be considered Mexican
soil, though it is located in the heart of the United States.

The first Trans-Texas Corridor segment of the NAFTA super-
highway is already under construction. Many U.S. government
agencies, dozens of state agencies, and scores of private nongov-
ernmental organizations (NGOs) are working behind the scenes
to create the NAFTA superhighway along a route parallel to In-
terstate 35.

The pieces are almost in place to facilitate an ever-increasing
influx of Chinese goods into the American economy, while lining
the pockets of the foreign investors who finance the superhigh-
ways and the multinational corporations that manufacture goods
overseas for retail sale in the U.S. marketplace.

Spanish Investors Fund Trans-Texas Corridor Construction

Construction began on the Trans-Texas Corridor (TTC) following
the reelection of Governor Perry in November 2006. In a four-way
race in which a plurality of the vote was sufficient to win, Perry
was reelected with less than 40 percent of the vote. All three of his -
opponents campaigned against the Trans-Texas Corridor. Despite
receiving less than a majority vote, Perry has been determined to
proceed with the TTC-35 project. Plans to build TTC-35 are fully
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disclosed on www.keeptexasmoving.org, an officid Texas De-
partment of Transportation (TXxDOT) website.

On March 11, 2005, The TxDOT signed a "comprehensive de-
velopment agreement” to build the "TTC-35 High Priority Corri-
dor" parallel to Interstate 35.2 The contracting party involved a
limited partnership formed between Cintra Concesiones de In-
fraestructuras de Transporte, SA." a publicly listed company
headquartered in Spain, and a San Antonio-based construction
company, Zachry Construction Corporation.”> The Madrid-based
construction company Groupo Ferrovial, one of Spain's largest
builders, is in control of Cintra® Grupo Ferrovial manages air-
ports in Australia, Chile, and the U.K., as well as toll roads in
Spain, Portugal, Canada, Chile, Ireland, and the United States.’

Cintra's contract with TxDOT to build the TTC was the big-
gest move in the United States so far in a growing trend to sell
public infrastructure to foreign investors. In October 2004, Cintra
along with Macquarie,® an Australian private investment consor-
tium, bid $1.83 million to the city of Chicago to take over opera-
tions of the Chicago Skyway toll road on a ninety-nine-year
lease.® In April 2006, the same group completed an agreement to
lease for seventy-five years the Indiana Toll Road for an initial
payment of $3.8 billion to the state of Indiana.’® Cintra's success-
ful bid to build and operate the TTC was the largest such contract
negotiated to date.

Once the TTC is completed, U.S. citizens who want to drive
on the superhighway from one Texas site to another will have to
pay an investment consortium in Spain for the privilege. While
the ownership rights of projects like the TTC will be retained by
the state of Texas, Cintra will own the leasing rights to the super-
highway for decades.

Under the terms of the TC comprehensive development
agreement with TxDOT, Cintra-Zachry agreed to provide private
investment of $6 billion "to fully design, construct and operate a
four-lane, 316-mile toll road between Dallas and San Antonio for
up to fifty years as the initial segment of TTC-35." For this, Cintra-
Zachry paid the state of Texas $1.2 billion for the long-term, right to
build and operate the initial segment as a toll facility. The initial
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payment was made when the contract between Cintra and TxDOT
was sighed, with no further approval needed by the voters or tax-
payers of Texas. TXDOT received the authorization to undertake
this massive project through a series of modifications to Texas law
that were passed in previous years. Whether Texas voters realized
it or not, in approving the proposed modifications to Texas law,
they gave TxDOT the authority to proceed with a foreign entity to
build the TTC. Texas voters would have no recourse to claim they
did not understand the full implications of the authorizing laws
when they were passed.

The TxDOT contract envisioned that Cintra-Zachry would de-
velop aplan to build the entire TTC from Laredo, Texas, to the bor-
der of Oklahoma, parallel to Interstate 35, a route that passes San
Antonio, Austin, and Dallas. The development plan called for Cin-
tra-Zachry to specify the near-term five-year plan (2005-2010),
mid-term (2010-2025), and long-term (after 2025), in what was en-
visioned to be a fifty-year project involving the construction of a
network of some four thousand miles of TTC roads throughout
Texas. The comprehensive development agreement calls for Cintra
to fund al TTC superhighways with private funding. Asjoint ven-
ture partner with Cintra, Zachry will presumably build the TTC
throughout the fifty-year development period.

In April 2006, TXxDOT released a four-thousand-page Envi-
ronmental Impact Statement (EIS) for what was described as the
'Trans-Texas Corridor-35 Oklahoma to Mexico/Gulf Coast Ele-
ment/'*? The April 2006 EIS made clear that Cintra-Zachry
planned to build a twelve-hundred-feet-wide complex involving
ten lanes of highway—five lanes in each direction, north and
south, with three lanes in each direction reserved for passenger
vehicles and two separate lanes reserved for trucks. The EIS de-
sign included six rail lines running parallel to the highway, with
separate rail lines in each direction for high-speed rail, commuter
rail, and freight rail. Finally, the design called for a two-hundred-
feet-wide utility corridor that included pipelines for oil and natu-
ral gas, pipelines for both water, cables for telecommunications
and data, as well as electricity towers running the length of the
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TTC.®® An artist's rendering of the system is included from the
Environmental Impact Statement.'*

Figure 2. The concept for the Trans-Texas Corridor, shown here in an
artist's rendering, cals for separate lanes for cars and trucks; rail with
separate lines for passenger, high-speed freight, and commuter traffic; and
autility zone.

Source: U.S Department of Transportation, Federal Highway Administration, article
authored by Antonio Palacios, "Public Roads: Trans-Texas Corridor," July,'August 2005.
(http://ioww.tflirc. govipubrdsi05iuli07.htm)

TTC Designed for International Trade

Why does Texas need such a transportation system? The EIS
statement of purpose made it clear that the TTC was designed to
facilitate international trade:

The purpose of TTC-35 is: To improve the international, in-
terstate, and intrastate movement of goods and people; ad-
dress the anticipated transportation needs of Texas from the
Texas/Oklahoma state line to the Texas/Mexico border
and/or Texas Gulf Coast along the 1-35 corridor for the next
twenty to fifty years; and, sustain and enhance the eco-
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nomic vitality of the State of Texas. (EIS Executive Sum-
mary, page ES-3)

The proposed system is not without its costs. The concept for
the TTC system dates back to a TxDOT Trans-Texas Corridor
Plan adopted in June 2002. TxDOT ultimately plans to build some
four thousand miles of highway-railway-utility superhighways
throughout Texas over the next fifty years, using some 584,000
acres of what is now Texas farm and ranchland, at an estimated
cost of $184 hillion.*> The four-thousand-mile TTC system will
crisscross Texas from north to south and east to west. The system
reaches up into the panhandle of Texas and stretches across the
border with Oklahoma, and runs from El Paso on the west and
Laredo in the south. The network circles every major Texas city,
including San Antonio, Austin, Houston, and Dallas-Ft. Worth.

The TxDOT produced a conceptual map of the full TTC sys-
tem to illustrate how the fifty-year build-out would network
Texas.'® In addition to following the path of 1-35, the TTC route
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Figure3. Source: TexasDepartment of Transportation (TXDOT), 2002
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would proceed north from Laredo along the path of Interstate 69,
heading east toward Indianapolis, where the route is intended to
pass into Canada north of Chicago, through Michigan.

The TTC is designed to be an alternative to the existing inter-
state system, a separate toll road network that abandons the exist-
ing interstate structure without attempting to supplement it. It is
apparently the beginning of a continental network designed to
move intermodal goods that derive from global trade.

There are significant problems, however, with this plan. For
one, the TTC corridors, nearly a quarter-mile in width, will be
difficult to cross. These superhighways will virtually divide the
land through which they pass. If the real intent of the TTC was to
relieve congestion on existing interstate highways, then it seems

Cartel Smuggling Routes

Avenues of
Approach

Criminals gain access

using infiltration routes m’
along the border and rally

1‘ ondary - 16

points within the State N

+ Criminals follow major
corridors throughout Texas

Figure 4. Note how similar this map is to the previous map showing the
full 4,000 mile build-out of the TTC system. The planned Trans-Texas
Corridor routes almost exactly parallel the drug cartel's smuggling
routes in Texas.

Source: "A Line in the Sand: Confronting the TJireat at the Southzoest Border/' a report
prepared by the majority staff of the House Committee on Homeland Security,
Subcommittee on Investigations, October 10, 2006. http://zozow.house.gov/mccaul/pdf/
I nvestigaions-Bor der-Report.pdf
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the new transportation systems should interface with existing
highways, especially in Texas's major cities. Instead, TxDOT de-
signed TTC routes to go around important cities, leaving intra-
city transport largely to the existing network of limited access
interstate highways. Connections to 1-35 or other local highways
in Dallas or Ft. Worth, where 1-35 rush hour congestion can be a
serious problem, are the responsibility of the cities themselves,
not TxDOT, and certainly not Cintra or Zachry. '
The construction of the TTC will have a staggering impact on
the lives of many Texans. Consider the impact of one million emi-
nent domain notices. Communities will be cut in half, necessitating
driving tens of miles to get to the nearest overpass to see a
neighbor or to get to the other side of a ranch. Families that have
owned farms or ranches for generations will be thrown off their
land so the superhighway can come through. When the 4,000 miles
of TTC construction are complete, Texas will be crisscrossed by a
network of superhighways that divide the state into pockets
bridgeable only on overpasses or underpasses. Gone forever will
be the Texas of Wild West lore. Gone forever will be the ranches
and farms that have produced food for generations of Americans.
Texas will make use of the recent Supreme Court case Kelo v.
City of New London (545 U.S. 469 [2005].) In this case, the Su-
preme Court decided that eminent domain could be used to seize
private property from U.S. citizens even though the purpose of
the land seizure was to benefit a private corporation. The Su-
preme Court case said nothing that would imply the private cor-
poration involved would have to be a U.S. corporation, which
allows the Spanish-owned group backing the TTC to operate.
What is even more distressing is that eminent domain proce-
dures in Texas severely mitigate resistance by homeowners. In a
guestion-answer format on the TTC website, a "myth vs. reality"
answer explains how the TxDOT plans to use what is known in
Texas as "quick-take" eminent domain authority.’® There TxDOT
explains that a Texas state law (passed as HB3588) allows a quick-
take seizure of private property "if TXDOT and the property owner
cannot reach an agreement” on just compensation for the land in-
volved. Under current Texas law, TxDOT can seize a property on
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the ninety-first day after the landowner is served with an officia
notice of quick take. As TTC construction begins on an aggressive
schedule, more and more quick-take seizures of private property
can be anticipated. Under quick take, no property owner who
wants to block TTC progress will be able to do so for long. On the
ninety-first day of a compensation disagreement, TXxDOT under
quick take will have the legal authority to step in and seize the
land, regardless how vociferously the landowner protests.

It is hard to imagine that one million Texans will stand by
and watch their land be taken from them. Perhaps this is a reason
the TxDOT plans to build the highways over a period of forty
years. Little by little, resistance will be worn away. The first land
seized will be explained as a necessary cost of progress. Govern-
ment officials, transportation planners, and politicians will find
ways to prevent their own homes, ranches, farms, and business
from being confiscated while leaving other Texans powerless to
protect themselves.

The TTC is clearly not concerned with the preservation of
Texas farm and ranch land. Those envisioning a regional or hemi-
spheric economy imagine that the United States will import al the
fruit, produce, and meat it consumes from lower-cost ranches and
farms in Spanish-speaking countries south of the border. Texas
ranches and farms are unfortunately dispensable if the United
States intends to import the bulk of its good from another nation.
The DOT, through the Federal Highway Administration (FHWA),
has been involved at every step in the development of the TTC
plans.*® Published agreements between the FHWA and the TxDOT
paved the way for TXDOT to proceed with its plans. Through the
FHWA, the Bush administration recognized and approved of the
TxDOT plans, recognizing that the development of the TTC as a
"high-priority trans-Texas corridor" was consistent with the
FHWA vision of how NAFTA superhighways should be devel-
oped in the United States.

Food moving from Spanish countries south of the border
will largely enter the U.S. market through Texas. The decision to
reconfigure Texas highways is consistent with the idea that
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Texas will be a primary transportation gateway for free trade
within the hemisphere.

A Mexican Customs Office in Kansas City

The goods that these TTC superhighways are carrying up from
Mexico have to go somewhere. As SENTRI and FAST lanes are
employed, many trucks will bypass customs at the border. In order
to address that problem, a Mexican customs port is being built in
the heartland of the United States: Kansas City.

The Council of Kansas City voted on May 18, 2006, to name the
Mexican customs facility the "Kansas City Customs Port/’ despite
the fact that it is actually a Mexican possession, staffed by Mexican
government customs officials?®® The $3 million facility will be paid
for by Kansas City taxpayers, not by the Mexican government.

KC SmartPort is a nonprofit economic development organiza-
tion dedicated to promoting Kansas City as "America's Inland
Port Solution." A brochure on the organization's website* states
that the ultimate goal is to bring containers from the Far East and
China into Mexican ports, such as Lazaro Cardenas, by-passing
the Longshoremen's union in the ports of Los Angeles and Long
Beach. Mexican trucks and Mexican railroads can then transport
the containers into the United States over the NAFTA super-
highways, bypassing the United Transportation Union and the
Teamsters, as well as independent truckers who are owner-
operators. The brochure, entitled "Two Worlds ... One Route,"
includes a graphic that leaves no doubt about KC SmartPort's
goal. A panel on the left of the graphic identifies four cities in the
Far East—Tokyo, Bussan, Hong Kong, and Singapore—which are
connected with a red line to the right panel, where the red lines
enter North America at Lazaro Cardenas. From there the red lines
extend up through Texas, where they terminate in Kansas City.

Kansas City business leaders are determined to position
themselves to profit from the global trade that is expected to flow
through Mexico. The reasoning is simple. In the first ten years
under NAFTA the volume of trade coming from Mexico did not
prompt KC SmartPort to argue for the Mexican customs facility.
Anticipating an increase in the volume of containers from the Far
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East and China coming to our shores, the KC SmartPort expects
many of those containers to enter mid-continent at Mexican ports
on the Pacific. The TTC superhighway provides the needed truck
and rail corridor and the logica mid-continent destination is
Kansas City.

Unrestrained free trade means U.S. manufacturing will inevi-
tably give way to the lowest cost of labor. Today, China has truly
abundant slave labor and near-slave labor to meet the demand.
Even in Mexico, an increasing number of manufacturing jobs are
going to China, where the cost of labor is lower than that in Mex-
ico and Central America.

In order to make this plan work, the cost of transporting those
goods needs to be as near zero as possible. The mid-continent
route to Kansas City is an inexpensive route because cheap goods
from the Far East and China need not be transported by truck or
train across the Rocky Mountains and the great expanse of the U.S.
West. The use of Mexican dockworkers and transportation labor
will save on U.S. labor union expenses. The logic is simple. First,
the Far East and China reduce the cost of labor to as close to zero as
is humanly possible. Then, floating the goods on huge container
ships to Mexican ports on the Pacific transporting the containers
up through Texas to Kansas City reduces the transportation costs
of the goods to as little as possible. The distance the containers
from the Far East and China have to be transported across land is
reduced, thereby reducing costs. Then, to the extent that Mexican
dockworkers and transportation workers replace U.S. workers, the
more expensive cost of labor union employees and U.S. workersin
general can be avoided.

The true social cost of cheap goods becomes more apparent
when one considers the squeeze on middle class earnings repre-
sented by the plan. It is clear that multinational corporations seek-
ing to maximize profits will continue to move U.S. manufacturing
to foreign countries. Allowing multinational corporations free
reign will not insure uninterrupted economic expansion, even if it
allows corporations to reduce their costs and maximize profits.

Middle-class workers would suffer tremendously in the event
of the inevitable business downturn. Should the housing bubble
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burst as did the dot-com high tech stock market of the late 1990s,
many middle-class workers across the United States would be
trapped with high-value mortgages they could no longer afford.
Many of these hard-pressed mortgage holders might not be able
to sell without substantial losses.

If this happens, the United States will be de-industrialized and
the loss of manufacturing jobs will damage the middle class. Un-
ions in the United States will be further damaged as Mexican
dockworkers replace longshoremen and Mexican truck drivers
replace Teamsters. Even non-union truck drivers will have to
lower their earnings in order to compete. While Mexican train
workers might not be able to replace United Transportation Union
workers in the United States, the downward earnings pressure of
Mexican train workers will embolden U.S. railroad companies who
want to reduce the size of train crews. If UTU workers cannot be
completely eliminated, their numbers can be reduced.

This planis already in action. According to the SmartPort web-
site, in March 2005, Kansas City signed a cooperative pact with
representatives from the Mexican State of Michoacan to increase
the cargo volume between Léazaro Cardenas and Kansas City.

Shipments will be pre-screened in Southeast Asia and the
shipper will send advance notification to Mexican and
American Customs with the corresponding "pre-clearance"
information on the cargo. Upon arrival in Mexico, contain-
ers will pass through multiple X-rav and gamma ray screen-
ings, allowing anv containers 'with anomalies to quickly be
removed for further inspection.

Container shipments will be tracked using intelligent trans-
portation systems (ITS) that could include global position-
ing systems (GPS) or radio frequency identification systems
(RFID) and monitored bv the ITS on their way to inland
trade-processing centers in Kansas City and elsewhere in
the United States.

Kansas City offers the opportunity for sealed cargo contain-
ers to travel to Mexican port cities with virtually no border
delays. It will streamline shipments from Asia and cut the
time and labor costs associated with shipping through the
congested ports on the West Coast.?
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The international trade that Kansas City anticipates, then, is not
made up of goods flowing between the United States and Mexico,
but from China into America. If this continues long term, middle-
class wages will drop due to job outsourcing and the lucrative
American market will dry up. The multinational corporations in-
volved are largely unconcerned about the long-term effects of their
work. In the short run, boards and top officers can reasonably ex-
pect to boost quarterly profits by lowering costs. Mass-market dis-
tributors will benefit from selling "always low-priced" goods in
the United States, which is still the world's largest retail market.

The federal government has been supportive of the Kansas
City SmartPort. U.S. congressman Sam Graves (R-MO) has been
successful in receiving federal funding for the project. Congress-
man Graves secured $500,000 in the 2003 fisca year federal ap-
propriations budget and another $750,000 in the 2005 fiscal year
omnibus spending hill.? In September 2005, KC SmartPort re-
ceived an additional $4 million from the Federa Highway Bill
SAFETEA-LU to create Intelligent Transportation Systems that
would tie into highway corridors linked to the SmartPort.

These funding initiatives reflect strong federal government
support for the KC SmartPort effort to establish the city as the
first inland port in the United States.®*

Kansas City Southern: The NAFTA Railroad

The plan to make Kansas City the hub for international trade in-
volves more than the development of a better highway system.
Rail will aso figure prominently in bringing Chinese goods into
America through Mexico. Through a series of acquisitions includ-
ing Mexican railroads, Kansas City Southern® has been declared
the nation's first NAFTA railroad. Kansas City Southern (KCS) is
a holding company consisting of three railroads: The Kansas City
Southern Railway Company (KCSR), Kansas City Southern de
Mexico, SA. de CV. (KCSM), and Panama Canal Railway Com-
pany (PCRC).

KCS has been called the "NAFTA railroad" ever since the ac-
quisition of Mexican railroads. Mexican railroads play a key role
in the KCS's NAFTA-focused marketing plan. The plan is to de-
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velop a U.S.-Mexican railroad network that connects to Mexican
ports. This network can then supplement Mexican trucks in the
effort to deliver to North America the goods manufactured in
China and the Far East.

The 2,661-mile KCSM operates the primary rail route in
northern and central Mexico, linking Mexico City and Mon-
terrey with Laredo, Texas, where more than 50 percent of
the U.S-Mexico trade crosses the border. The line also con-
nects the mgjor population centers of Mexico City and Mon-
terrey with the heartland of the U.S. and serves the ports of
Veracruz, Tampico, and Lazaro Cardenas, a primary ater-
native to West Coast ports for shippers in the route between
Asia and North America®

A map on the KC SmartPort website calls the KCS system "NAFTA
Rail/” The map shows not only the KCS network, which reaches
down into Mexico consolidate rail, but also displays the logos of the
three railroads which it operates: the Kansas City Southern Lines,
the Texas Mexican Railway Company, and TFM.

Kansas City SmartPort acknowledges the important place of
the NAFTA Railroad in the Kansas City "inland port'’ plan. The

NAFTA ""CSR. Tex Mex, TFM
Raili Operating Under Common Control

Figure 5. Source: Kansas City SmartPort ivebsite, "Two Worlds...One Route/* a brochure
availableat httvJliozvic.kcsmartvort.comlvdfl SmtPrtOneRoute.vdf.
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KC SmartPort website outlines the marketing plan:

Kansas City offers the opportunity for sealed cargo con-
tainers to travel to Mexican port cities such as Lazaro
Cardenas with virtually no border delays. It will stream-
line shipments from Asia and cut the time and labor costs
associated with shipping through the congested ports on
the West Coast.

In April 2005, Kansas City Southern completed purchase
of a controlling interest in Transprotacion Ferroviaria Mexi-
cana (TFM), enabling TFM, the Kansas City Southern Rail-
road, and the Texas Mexican Railway Company to operate
under common leadership, creating a seamless transporta-
tion system spanning the heart of North America known
as 'The NAFTA Railway."*’

A key goal of the SPP working groups has been to create "trusted
traders/® both rail and trucking connections that would permit
the "free market" movement of goods between Mexico and the
United States—a coming together of "free market" NAFTA think-
ing and the global "free market" thinking of the World Trade Or-
ganization.

This sort of open movement between countries for the sake of
economic gain is exactly the sort of system that currently exists
within Europe. A coherent transportation system is essential for
the integration of large geographical areas, which is the reason
why the Federal Highway Administration built an extensive
freeway system throughout the United States in the second half
of the twentieth century. Greater mobility between states allowed
for greater economic prosperity. Such a strategy is now being
adopted on an international level. While this may result in short-
term economic gain for international corporations, it poses seri-
ous threats to American security and the enduring prosperity of
America's middle class.

NASCO: A Trade Association for Super Corridors

The move to integrate trade within North America is not a ran-
dom, isolated process. One organization that is working to fur-
ther integrate North America's economies is the "North America
Super Corridor Coalition, Inc.,” or NASCO. NASCOis a

105



THE LATE GREAT USA

Nonprofit organization dedicated to developing the
world's first international, integrated and secure, multi-
modal transportation system along the International Mid-
Continent Trade and Transportation Corridor to improve
both the trade competitiveness and quality of life in North
America.®®

Note that this quote from the NASCO website says nothing about
the United States. NASCO is intent on establishing North
American super corridors, establishing travel and trade routes
linking the three NAFTA countries.

As recently as May 2006, NASCO's website presented a map
that emphasized the 1-35 corridor's place as the central focus of
NASCO's trade association activities. Curiously, this map was
changed when concerns were raised about NASCO's activities.
On the map, ayellow "Y" runs up from Lazaro Cérdenas in Mex-
ico, north to Des Moines through Texas. The yellow "Y" next en-
ters Oklahoma and passes through Oklahoma City on the way to
Kansas City. In Canada, the yellow »Y" branches out to Vancou-
ver on the west coast and Montreal in the east. While the NASCO
map did present the United States, Canada, and Mexico as three
distinct countries, the continental nature of the NASCO super-
highway was clear. The map made it clear that NASCO intends
to connect Mexico, Canada, and the United States into one super-
corridor transportation system.

The NASCO website documents the receipt of $2.5 million in
Congressional earmarks from the DOT for the development of a
technology to track containers moving along the NASCO super
corridor. The website goes to great length to distinguish the
group as a trade association, not a government agency. NASCO
also emphasizes that it will not build any highway. The building
of the super corridors will presumably be left to the various
NASCO members supported by the trade group.

The NASCO website places the organization's mission in the
context of NAFTA trade. Consider the following language from
the website:

From the largest border crossing in North America (the
Ambassador Bridge in Detroit, Michigan, and Windsor,
Canada) to the second largest border crossing of Laredo,
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Texas, and Neuvo Laredo, Mexico, extending to the deep
water Ports of Manzanillo and Lazaro Céardenas, Mexico
and to Manitoba, Canada, the impressive, tri-national
NASCO membership truly reflects the international scope
of the Corridor and the region it impacts.*

NASCO has merged with what formerly was the North American
International Trade Corridor Partnership (NAITCP), previously a
Mexican nonprofit group. The North American Inland Port Net-
work (NAIPN), a subcommittee of NASCO, has "been tasked with
developing an active inland port network along our corridor to
specifically alleviate congestion at maritime ports and our nation's
borders." In addition to the KC SmartPort and the TxDOT,
NASCO membership includes the Port of San Antonio and the
Free Trade Alliance San Antonio, another private trade group that
advances the idea that an inland city can also be an inland port.

NASCO's home page in May 2006 made it clear that the
group was no longer looking at highways simply as U.S. free-
ways, and that its free trade vision was not limited to NAFTA.
NASCO's goal is to support North American superhighways that
link the United States, Mexico, and Canada into world trade via
Mexican ports.

Plan for Superhighway Ripped as Urban L egend

Because organizations like the TxDOT, Kansas City SmartPort,
and NASCO do not specificaly label the highway concepts they
are advocating as "NAFTA superhighways," officids of these
organizations deny their intended creation. Such protests deny
the obvious. The intermodal truck and rail transportation corri-
dors and highways these organizations advocate would not be
necessary unless North America had been opened up into a free
trade organization.

On Wednesday, January 24, 2007, a congressman and a policy
officiad of the DOT discussed whether NAFTA superhighways
were athreat to U.S. sovereignty or an imaginary concern. Jeffrey
N. Shane,® the under secretary of transportation for policy at the
U.S. Department of Transportation, addressed these issues at a
meeting of the Subcommittee on Highways and Transit of the
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U.S. House of Representatives Committee on Transportation and
Infrastructure.

During the questioning by committee members, Congressman
Ted Poe (R-TX) asked Mr. Shane about the existence of plans for a
NAFTA superhighway.

Shane responded that he was "not familiar with any plan at
al, related to NAFTA or cross-border traffic/' After further ques-
tioning by Poe, Shane stated that reports of NAFTA superhigh-
ways or corridors were "an urban legend."

At this, the chairman, Congressman Peter DeFazio (D-OR)
questioned aloud whether Shane was just "gaming semantics”
when responding to Poe's question.

"Mr. Shane was either blissfully ignorant or he may have
been less than candid with the committee/' Poe told World Net
Daily in a telephone interview.*

When asked about the DOT's work with NASCO and the
TxDOT, Poe told WND,

The NAFTA superhighway plans exist to move goods
from Mexico through the United States to Canada. It ap-
pears to be another one of the open-border philosophies
that chips away at American sovereignty, al in the name
of 'so-called trade.’

There are security obstacles to this whole project that have
to be addressed, | don't understand why the federal gov-
ernment isn't getting public input on this. We get com-
ments like Mr. Shane's instead of our own government
asking the people of the United States what they think
about al of this. This big business coming through Mexico
may not be good business for the United States.®

Poe continued to insist "the public ought to make this deci-
sion... So, | don't understand, unless there's some other motive
why the public isn't being told about these plans and why the
public is not invited to make input/*

On January 22, 2007, Congressman Virgil Goode (R-VA) in-
troduced House Concurrent Resolution 40 to express the sense of
Congress that the United States should not build a NAFTA su-
perhighway system and should not enter into an agreement with
Mexico and Canadato form a North American Union.
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When asked to comment on Shane's response to Foe, Goode
dismissed Shane's claim that NAFTA superhighways were just
an urban legend

"Let's take Mr. Shane at his word. Let Mr. Shane come over
here from the Department of Transportation and endorse House
Concurrent Resolution 40," he said.

If...mind he's not doing anything to promote a NAFTA
superhighway and he's not doing anything to promote the
Security and Prosperity Partnership of North America,
then he won't mind joining his voice with ours to be in
opposition to any such "urban legend/* as he so callsit.

Congressman Goode objected to Mr. Shane's attempts to play
what he agreed was a game of semantics:

"When President Bush had the meeting in Waco, Texas, the
three leaders called the new arrangement the 'Security and Pros-
perity Partnership of North America/ SPP for short/' Goode said.
"But, asis suggested by Congressman DeFazio at the hearing, the
intent of people like Mr. Shane is to use different words and dif-
ferent names as a way to deflect attention from what they are re-
ally doing."

Asked about White House Press Secretary Snow's denial that
there was any White House plan to create a North American Un-
ion, Goode's reply was s direct;

"l guess Mr. Snow is saying that a Security and Prosperity
Partnership and a North American Union are not one and the
same," he said. "That's just the use of his words, but is he deny-
ing that President Bush, President Fox, and Prime Minister Mar-
tin had the meeting and came up with the Security and
Prosperity Partnership in 2005? | doubt it."

Also present in the audience at the subcommittee meeting was
Rod Nofzinger, director of government affairs for the Owner-
Operator Independent Drivers Association.®® Mr. Nofzinger told
WND that Mr. Shane's denial struck him as less than genuine. In
an email to WND, Mr. Nofzinger commented:

Considering what we know about the Bush administra-
tion's efforts to open the border to Mexican trucks and that
DOT dfficids have met with groups such as NASCO, | was
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truly surprised to hear Mr. Shane say flat out that he had no
knowledge of plans or meetings related to NAFTA or cross-
border surface trade corridors.

Substantiating Mr. Nofzinger's argument is a speech given by Sec-
retary of Transportation Norman Y. Mineta on April 30, 2004, at a
NASCO forum in Ft. Worth, Texas* There Mr. Mineta told the
NASCO meeting, "NAFTA has opened the doors to expanding
and flourishing trade across our border/' He continued, "And to
our friends from Mexico who are here today, | say, 'Welcome, and
get ready/ Opening the border is of mutual benefit."

Specifically referring to Interstate Highways 35, 29, and 94,
the core highways supported by NASCO as a prime "North
American Super Corridor," Mineta mentioned NASCO:

The people in this room have vision. Thinking ahead/ think-
ing long term, you began to make aggressive plans to de-
velop the NASCO trade corridor—this vital artery in our
national transportation through which so much of our
NAFTA treffic flows.

In a statement provided to WND by email, DeFazio cut past
Shane's attempt to dismiss the subject by ridicule. DeFazio wrote
that he was inclined to disregard Secretary Shane's statement of
ignorance. "Whatever the case," DeFazio wrote, "it is a fact that
highway capacity is growing to and from the border to facilitate
trade, and there is no doubt that the volume of imports from
Mexico has soared since NAFTA, straining security at the bor-
der." DeFazio was also aware of the plans to import an increasing
number of containers from China. He continued, "Plans of Asian
trading powers to divert cargo from U.S. ports to Mexico will
only put added pressure on border inspectors. The U.S. needs to
invest in better border security, including enhanced screening of
cargo crossing our land borders."

Here Come the Mexican Trucks

While Congress wrangles over whether NAFTA superhighways
are an urban legend, and while the public remains uninformed
about the problems surrounding the growing integration of
North America's economies, the federal government is pushing
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ahead with plans to open U.S. transportation systems to compa-
nies from other countries. The Department of Transportation has
been determined to move ahead with a "pilot test" to allow one
hundred Mexican trucking companies to run their long-haul rigs
throughout the United States. The DOT and the Department of
Homeland Security intend for Mexican trucking companies par-
ticipating in the pilot test to be identified as SPP trusted traders.
Accordingly, the Mexican trucks will be equipped with the neces-
sary electronic identification systems needed to use FAST lanes.

On February 23, 2007, the DOT announced the launch of a
year-long pilot program designed to allow one hundred Mexican
trucking companies unlimited access to U.S. roads for the purpose
of hauling international cargo.

As a reciprocal part of the pilot program, one hundred U.S.
trucking companies will be allowed to operate in Mexico, but at a
later date.

The February 23 DOT announcement set off a firestorm of
criticism from within the trucking industry and from Congress.

In a press release issued by the Teamsters calling for congres-
sional hearings, General President Jimmy Hoffa compared this
announcement to the "Dubai Ports debacle,” charging that Presi-
dent Bush is "playing a game of Russian Roulette on America's
highways."

A spokesperson from the office of U.S. Senator Patty Murray
(D-WA), chairman of the Senate Appropriations Subcommittee
on Transportation, Housing, and Urban Development and Re-
lated Agencies, told WND that she plans to hold hearings on the
DOT pilot program on March 8, 2007.%

A press release from Murray's office said, "I am holding this
hearing to find out if the administration has really met the safety
requirements that the law and the American people demand be-
fore long-haul Mexican trucks can travel across al our highways."

Todd Spencer, spokesperson for the Owner-Operator Inde-
pendent Drivers Association, told WND:

To reach a conclusion that the safety regime in Mexico is
compatible in any way, shape, or form with what we have
here in the U.S. is ignoring reality. Mexico has never had
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hours in service regulations or drug testing of drivers. We
still can't verify the accuracy of somebody's, commercial
driver's license in Mexico for safety or compliance.

Spencer stressed that this decision is not just a border decision.
"Once Mexican trucks are in the United States on this pilot program,
they can operate everywhere in the U.S./" Spencer told WND.

If some state highway policeman in Vermont or lowa stops
a Mexican commercial truck in their state, they have abso-
lutely no idea of deciding if that vehicle is in compliance
with federal safety requirements. Who's going to provide
the training or the equipment for state police to verify the
legality of a commercial truck from Mexico, in terms of its
cargo, its haul, its logbook, or even the driver? Local police
aren't going to have aclue.

Hoffa cited Mexico's inability to satisfy the DOT inspector
general” s requirements for safety that have been mandated to the
Federal Motor Carrier Safety Administration (FMCSA).

WND had previously reported that applications of some 678
Mexican motor carriers seeking long-haul authority to operate
about four thousand vehicles had been held up pending the
completed DOT inspector general's review of proposed FMCSA
rules.®

The DOT spokesperson affirmed to WND that, after an audit
of the enforcement mechanisms and regulations created by the
FMCSA, the FMCSA has now drafted regulations that have been
accepted by the DOT inspector general.

The Teamsters Union posed to WND a series of unanswered
questions, including:

» Will the drivers be checked against the terror watch list or

will our borders be open to anyone with a Mexican driver's
license?

» Will the drivers be required to carry a Mexican passport as
U.S. citizens are required to present their passports when
entering the country from Mexico?

* Will al U.S. standards be applied to Mexican drivers, in-
cluding the requirement that U.S. drivers undergo regular
physicals and meet minimum age requirements?
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* Will Mexican truck drivers participating in the pilot pro-
gram be required to undergo drug and alcohol testing in
U.S. labs? Who will oversee the collection of random sam-
ples for drug and alcohol testing of the Mexican drivers
while they are in the U.S.?

« Will U.S. wage and hour laws be enforced for Mexican driv-
ers during the pilot program? How will the DOT enforce
hours of service rules and prevent false loghooks and fa-
tigued drivers from entering the U.S.?

How can the DOT assure the U.S. public that all trucks will
be inspected by U.S. officials in Mexico and at the U.S. bor-
der when fewer than 10 percent of all Mexican trucks enter-
ing the commercial zone are inspected today?

According to a DOT spokesperson, the pilot program...

.. .is predicated on the notion that Mexican trucks operating
in the U.S. under the pilot program will operate pursuant to
every single requirement that pertains to U.S. trucks operat-
ing in the United States, including both safety and security
requirements on both the state and federal level.

The DOT has increased its inspection staff by some 270 inspectors
to implement the pilot program and plans to continue the on-site
inspection activities in Mexico. The DOT spokesperson confirmed
that there is no limit to the number of trucks the one hundred
Mexican trucking companies can operate in the United States.
They may travel on any road within the United States once they
are admitted in the pilot program at the border.

The Mexican trucks, however, were initially limited to carry-
ing international cargo. The DOT pilot test specified that Mexican
trucks be prohibited from picking up cargo in the United States
for delivery within the United States. On their return home, the
Mexican trucks would be allowed to pick up American-made
cargo destined for delivery back to Mexico.

DOT insisted that Mexican trucks operating in the pilot test
would meet al requirements for U.S. truck drivers. The DOT
spokesperson specified that under agreements with Mexico al-
ready in effect, Mexican and U.S. commercial driver's licenses
will be considered equivalent during the pilot program. Mexi-
can trucks operating in the United States would be required to
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have U.S. insurance coverage for al liabilities, including traffic
accidents.

'The intent is for the Mexican trucking operations in the U.S.
to be indistinguishable from U.S. trucking operations/’ the DOT
spokesperson affirmed, "except that the driver and the truck be-
gan their route in Mexico/' Still, the controversy continued to
rage, despite DOT reassurances.

U.S. Infrastructure Reconfigured for World Trade

Whether or not government and trade association officials wish to
acknowledge the true intent of their actions, they are transforming
U.S. highways and railroads into continental trade routes that can
accommodate increasing NAFTA and WTO trade, anticipating a
continued shift of U.S. manufacturing overseas.

The goal of those w'orking on projects like the TTC is to re-
structure the transportation infrastructure of North America fun-
damentally—not so that Americans can move more quickly and
efficiently between U.S. cities, but so that the vessels of global
trade can arrive in North America and move throughout North
America more cheaply and efficiently. With billions of dollars at
stake in the effort to increase the volume of international trade
brought into North America, there is plenty of international capi-
tal available to accomplish this restructuring. The international
capitalists and the politicians who support them do not seem to
care if the United States loses manufacturing jobs in large num-
bers, or if thousands of U.S. middle-class workers see their liveli-
hoods undermined by slave labor or near-slave labor from China
and the Far East.

To understand the magnitude of the international capital effort
being mobilized to support the reconfiguration of the U.S. trans-
portation system, the next section of the book will examine what
the Bush administration has promoted as "public-private-
partnerships/' or PPP. The ideais to bring billions of dollars in for-
eign investment capital into the United States to finance transpor-
tation infrastructure programs (including the construction of the
super corridors already discussed) as central to opening the United
States to foreign manufacturers and foreign goods. The PPP con-
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cept is that, in exchange for their investment, foreign investment
interests would own the management rights of their infrastructure
projects under a contract that would permit the foreign investment
source to collect tolls or other fees from the users of PPP infrastruc-
ture projects.
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PUBLIC-PRIVATE
PARTNERSHIPS

"Thereis no new, pro-posed 'NAFTA Superhighway/"
NASCO (North America's SuperCorridor Coalition, Inc.)?

"On July 23, 1997, the NAFTA Superhighway Coalition was formed."
The NAFTA Superhighway Coalition, the Ambassador Bridge?

N ORTH AMERICA'S PROGRESSION toward political integra-

tion is clearly moving forward on two related fronts. On the
one hand, there is a clear move to improve the transportation links
between Mexico and the United States in order to facilitate the in-
flux of goods from the Far East and China into the American mar-
ket. On the other hand, this further opens the American economy
to international businesses, such as Mexican trucking companies.
While international businesses have always been present in the
United States market, this is the first time the construction of new
American transportation infrastructure has been outsourced to for-
eign investment companies.

International companies have a strong economic interest in
the integration of North America. Not only will companies from
the Far East and China be able to transport goods more cost effec-
tively into the U.S. market, but international infrastructure fi-
nancing consortiums will have the opportunity to redesign the
American infrastructure around the idea of international, rather
than intra-national, trade.
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The Bush administration has strongly encouraged the devel-
opment of PPPs, or public-private partnerships. The model for
these PPPs is the TTC agreement with Cintra, the investment
consortium in Spain that will finance the construction of the
Trans-Texas Corridor. Private investment capital will pay to de-
velop multiple trade corridors throughout the United States un-
der "comprehensive development agreements' in which the
investment consortium will operate the corridor and collect tolls.
Not surprisingly, many of these participating investment consor-
tiums are foreign.

Foreign investors, through PPPs, stand to take advantage of an
increasing number of investment opportunities in America's infra-
structure. While government transportation officials at the na-
tional and state levels are planning multiple NAFTA
superhighways throughout the United States, investment bankers
are busy ensuring that international investors are available to
fund the deals and that state officials know how to structure PPPs
to take advantage of the international capital.

When examining the ways that foreign investments fit into
the picture, it is important to understand that the TTC discussed
in previous chapters is not the only superhighway intended to
facilitate the cheap movement of international trade into the
United States.

1-69—The Second NAFTA Superhighway

The 189 corridor has already advanced into the funding and con-
struction stages. As listed on the U.S. Department of Transporta-
tion's Federal Highway Administration's (FHWA) website, the
corridor will connect Mexico and Canada through Texas, Louisi-
ana, Arkansas, Mississippi, Tennessee, Kentucky, Indiana, Illinois,
and Michigan.® The TxDOT's TTC website openly links the two
projects. "Interstate 69 is a planned 1,600-mile national highway
connecting Mexico, the United States, and Canada."*

Congress passed several pieces of legislation defining the
169 corridor. Legislation included ISTEA (1991), 1993
DOT Appropriations Act, 1995 National Highway System
Designation Act and TEA-21 (1998).°
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The website further indicates that TXDOT anticipates the comple-
tion of the I-69/TTC environmental impact statement in Fall 2007
and expects to receive federal approval in Winter 2007.°

States Describe 1-69 as a NAFTA Superhighway

The Louisiana Department of Transportation and Development
(LaDOTD) acknowledges that it conducted an 1-89 environmental
and location study in conjunction with the FHWA to study a
proposed route through Bossier, Cado, and DeSoto Parishes. As
described on the LaDOTD website, "The proposed highway is
part of the 1-89 Corridor, which will link Indianapolis, Indiana, to
the lower Rio Grande Valley in Texas."” The description of the I-
69 Corridor on the LaDOTD website echoes the description on
the TxDOT website: "Interstate 69 is a 1,600-mile long national
highway that will ultimately connect Canada to Mexico." LaD-
OTD openly states that the 1-69 Corridor's purpose is to "improve
international and interstate trade."® Federal highway funds have
enabled the group to begin construction.’

Similar 1-80 Corridor discussions may be found on the state
department of transportation websites in Arkansas,*® Mississippi,™
Tennessee,? Kentucky,*® Indiana,* and Michigan.”® The only state
DOT website that does not have a specific discussion of the 1-69
Corridor is Illinois. The FHWA specifies that the involvement of
[llinois in the 1-80 corridor is limited and that the current plan is
that the corridor in Illinois will utilize existing roads, particularly I-
94 from Chicago to Detroit.® The 1-69 Corridor will cross the U.S.
border with Canada in Port Huron, Michigan, continuing in Can-
ada as Highway 402 in Ontario.

The Federal Highway Administration's Strategic View of 1-69

The FHWA has called the 1-8 corridor as a "megaproject,” defined
as "a magjor transportation project that costs at least $1 billion and
attracts a high level of public attention or political interest because
of their impact on the community, environment, and State budg-
ets."*” As was noted in the previous chapter, the FHWA considers
the four thousand miles of TTC superhighways planned for con-
struction in the next fifty years to be an essential component of
hemisphere trade expected to come through Texas in coming dec-
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ades. These Texas superhighways, including 1-69, constitute a
NAFTA/CAFTA gateway into the United States. Should the Free
Trade Act of the Americas (FTAA) ever be passed, the gateway
through Texas would open up the United States for hemispheric
trade reaching down to the tip of Argentina.

FHWA reports reveal how the 180 Corridor fits into the
planned TTC network. Antonio Palacios, an engineer in FHWA's
Texas Division, provides the following explanation in a FHWAY
publication:

Although part of a national project, I-69/TTC is being de-
veloped in Texas under the Trans-Texas Corridor master
plan. 18 is a 2,570-kilometer (1,600 mile) national high-
way that, once completed, will connect Mexico, the United
States, and Canada.

The FHWA has created a website to instruct state highway man-
agers how to create PPPs within their own jurisdictions.”® The
close similarity between this FHWA language and the language
used by states such as Texas and Louisiana in describing the 1-69
corridor is striking. A section of the TXDOT TTC website has been
created to feature 1-69 planning.*®

Anyone doubting the support of the Bush administration for
PPP highway construction should recall President Bush's nomi-
nation on September 5, 2006, of Mary Peters as secretary of trans-
portation.”> Ms. Peters served as the head of the FHWA in the
Bush administration as the TTC and 1-89 Corridor projects were
being developed.

Multiple Corridors and
Multiple Corridor Trade Associations

The home page of the nonprofit organization North American
Forum on Integration (NAFI) displays a map that shows four
North American corridors—Pacific, West, East, and Atlantic.?
Robert Pastor is a member of the NAFI board of directors. _
The NAFI website notes that following the implementation
of NAFTA, "coalitions of interest have been formed to promote
specific transportation channels, to develop the infrastructures
of these channels and to propose jurisdictional amendments to
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facilitate the crossing of the borders."22 The website explains
that these coalitions include businesses, government agencies,
civil organizations, metropolitan areas, rural communities, and
individuals who wish "to strengthen the commercial hubs of
their regions."

Put simply, this means that government and business groups
have come together to support the development of four north-
south corridors that will span North America east to west. The
planned corridors are intended to be similar to the Trans-Texas
Corridor, in that they are multimodal, moving containers in both
trucks and trains, and moving people in cars and trains.

The NAFTA superhighway/corridor concept has been well
advanced since 1994, involving extensive government, business,
and trade organization activity that is thoroughly documented
on dozens of officid websites. One must examine the NAFI
corridors one by one, to see how much extensive government-
business planning has already been done to make these NAFTA
corridors a reality.

Figure 6. Source: Map by Jim Capo, Reproduced with Permission from New Ameri-
can Magazine.
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The Pacific Corridor

The Pacific Corridor is intended to span both the Pacific coast
and the west side of the Rocky M ountain routes.

The key organizing group for the Pacific Corridor is the U.S.-
Canadian International Mobility Trade Corridor Project (IMTC), a
coalition of business and government interests formed in 1997.
The IMTC has received funding from both the U.S. and Canadian
government.?®

CANAMEX

CANAMEX is a proposed NAFTA superhighway that would ex-
tend from Edmonton, in Alberta, Canada, to Mexico City. The
route would connect Salt Lake City and Las Vegas on the western
slope of the Rocky Mountains. On the eastern slope, a superhigh-
way called "Camino Rea" would connect Billings, Montang;
Cheyenne, Wyoming; Denver, Colorado; and El Paso, Texas. Both
routes would connect in Canada, extending to Fairbanks, Alaska,
and in Mexico where they would terminate at Mexico City.

In 1995, CANAMEX Corridor (www.canamex.org) was
founded as a trade organization. The FHWA identifies CA-
NAMEX and the Camino Real routes as High Priority Corridors
under federal highway law.*

The Atlantic Corridor

The Atlantic Corridor runs down the eastern seaboard roughly
along Interstate 95. The 1-95 Corridor Coalition is one of the
more advanced trade corridor business and government groups
in existence.?®

Investment Bankers and Foreign Investors Stand Ready

Private investors have a vested interest in the completion of the
superhighway projects. Not only will the new infrastructure in-
crease trade, but there is a considerable amount of money to be
made from toll payments. The projects will require private financi-
ers in order to go forward. A study by the National Chamber
Foundation of the U.S. Chamber of Commerce®™ concluded that the
Highway Trust Fund will have a zero cash balance in 2008 after
t
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meeting the highway capital improvements mandated by the 2005
Safe, Accountable, Flexible, and Efficient Transportation Act—A
Legacy for Users (SAFETEA-LU) legislation. The only obvious so-
lution to this budget shortfal is to raise gasoline taxes.

Key players, including the investment bankers and the
worldwide capital investors, have a plan to address these fiscal
shortcomings with their own resources. On April 30, 1992, Presi-
dent George H. W. Bush signed Executive Order No. 12803 on
infrastructure privatization, a move that cleared the way for pri-
vate capital to invest in U.S. infrastructure projects. As noted by
C. Kenneth Orski, the editor and publisher of the transportation
industry publication Innovation Briefs?’ the model has been
well established in Europe. Italy's Autostrade SpA was sold to
private investors in the 1990s and in France the three largest toll
roads in which the government had a controlling interest were
put up for sale in 2005. In Spain and Portugal, al major roads
are today in private hands.

Capital groups such as Cintra Concesiones de Infraestruc-
tures de Transport in Spain and the Macquarie Infrastructure
Group and Transurban in Australia are positioned to make sub-
stantial investments in the building of NAFTA superhighways
within America

With trillions in investment dollars needed to build the next
generation of highways in the United States, investment bankers
and those who run capital investment funds stand to make hun-
dreds of millions in fees. This alone is enough to drive forward the
NAFTA superhighway movement and to make sure politicians
willing to support the movement have ample funds with which to
run their campaigns and live their lives comfortably. Each super-
highway project proposed will involve huge quantities of foreign
capital, much of which will be paid as initial fees.

The TTC may be viewed as atest case. The investment world
is watching carefully, anticipating that the TXDOT will succeed.
The growing momentum behind PPPs virtually guarantees that
highway departments in al fifty states will soon consider leasing
existing or planned highways to foreign investment interests.
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Carlyle Group Forms Infrastructure I nvestment Project

In March 2006, the Carlyle Group, a global private equity firm
headquartered in Washington, D.C., announced the organization
of an eight-person investment team that will raise a multi-billion
dollar fund to purchase public infrastructure projects, including
U.S. highways that can be operated as toll roads.?®

The team is headed by two experienced leaders: Robert W.
Dove, who spent ten years with Bechtel Enterprise, the financing
and development arm of the Bechtel Group, a global engineering
construction company, and by Barry Gold, the former Managing
Director and co-head of the Structured Finance Group of Citi-
corp/Salomon Smith Barney. As described by the Carlyle Group's
website:

Carlyle's Infrastructure team will invest primarily in the
U.S. infrastructure in transactions ranging from $100 mil-
lion to more than $1 billion. The team will engage in pub-
lic-private partnerships (PPP) with governments at al
levels as well as purchase projects outright or through
long-term concessions.

Asreported in the Guardian, President George H. W. Bush has been
compensated substantially by the Carlyle Group for giving
speeches and reportedly advising on various Carlyle Group in-
vestments.?® Dubai International Capital also coinvests in Carlyle
Group private equity deals.*® In 2006, Dubai International Capital
surfaced in the U.S. press as Dubai Ports World sought to acquire
P& O Ports, the port operations subsidiary of the London-based
Peninsular & Oriental Steam Navigation Co. In the resulting con-
troversy over port security and Dubai's history of involvement
with terrorism, Dubai Ports World agreed to divest the U.S. port
operations involved in the acquisition.

Frank Carlucci, secretary of defense under President Reagan,
originally created the Carlyle Group. When he organized the Car-
lyle Group in 1987, the plan was to bring together a group of
former government and military officials who had extensive ex-
perience with defense and national security. The Carlyle Group
was to be a private capital group that would quietly invest in de-
fense industry projects, seeking to leverage the insider status of
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Carlyle Group principals to benefit financially from government
contracts in their areas of expertise. In 1993, James Baker IlI, for-
mer secretary of state under President George H. W. Bush, joined
the Carlyle Group. The Carlyle Group has not been limited to
conservative Republicans. In September 2003, George Soros
invested $100 million in Carlyle Partners I, one of the Carlyle
Group's most successful funds.*

The group also has a Mexican investment operation with ties
to President Clinton. In January 2004, the Carlyle Group put to-
gether a new team to begin investing in Mexico. The 3-person
team managing the group's Mexican office included Mark
McLarty, the chief of saff to and special envoy to the Americas
for President Bill Clinton.*

"PPP" —Investment Bankers Put America Up for Sale

As was noted earlier, on April 30, 1992, President George H. W.
Bush signed Executive Order No. 12803 on infrastructure privati-
zation, clearing federal barriers for cities and states to lease public
works infrastructure to private investors. Although the action in-
volved no law passed by Congress, the executive order allowed
cities and states to generate substantial one-time payments for leas-
ing existing public facilities or for entering into "comprehensive
development agreements' with private investors to build new
public infrastructure. Without this action by President George H.
W. Bush, the TTC project would never have been possible. Now,
investment bankers worldwide are rushing to benefit from the
huge fees they know will be realized as PPP projects in the United
States privatize a wide range of public infrastructure, including
highways, schools, water departments, and prisons.

In September 2006, the Euromoney Seminars, a division of the
London-based Institutional Investor PLC, held a PPP conference
in New York at the Waldorf Astoria hotel, the organizers of the
North American PPP 2006 conference® charged attendees $2,000
to hear talks by investment bankers from some of the world's
largest and most prestigious investment banks, including Leh-
man Brothers, Goldman Sachs, the Royal Bank of Scotland,
HSBC, JPMorgan Asset Management, and AIG Highstar Capital.
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Cintra, Macquire, and the Carlyle Group (in the person of Barry
Gold) attended as well.

The Waldorf Astoria conference brought multi-billions in
capital finance capability together with state and federal highway
officials, tax attorneys, accountants, and municipal officiads to
discuss how more of the U.S. infrastructure could be sold to pri-
vate investors, expanding the TTC model developed in Texas.
Government representatives included attendees from the U.S.
DOT and the government of Mexico. Additionally, some ten dif-
ferent state departments of transportation sent representatives to
the conference, including DOT government representatives from
the states of Virginia, Wisconsin, Louisiana, Florida, Oregon,
Alaska, Indiana, and Texas.

Topics at the conference included "providing state government
with access to quick capital/' and "To toll or not to toll: When,
where, and how?" The PPP conference made it clear that ample
private capital worldwide was available for applying the TTC
model to highways across the United States. All aspects of private
finance and management of state highways in the United States
were considered, including fees, tax considerations, legal issues,
and environmental considerations.

Noting that $90 billion is required each year just to maintain
U.S. infrastructure up to current standards, the conference bro-
chure made clear that in the United States much more than high-
ways was available for PPP private capital infusions:

In order to adequately improve the network, a cash in-
vestment is required that would upgrade transportation
networks, highways, airports, ports, municipal buildings,
housing, and schools. Federal and state governments
alone are not in a position to fund this injection. Going to
the municipal bond finance markets is becoming more dif-
ficult as public debt grows even larger. Moreover, an in-
ability to raise funds through higher taxes means public
revenue will continue to remain flat.>

The PPP intends to make virtually al public infrastructures avail-
able for private investment and management. U.S. citizens accus-
tomed to viewing their roads, schools, water departments,
hospitals, ports, airports, municipal buildings, and prisons as pub-
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lie institutions owned by all residents in the state are in for a sur-
prise. Given the direction PPP is headed, America is up for sale
and there is no assurance taxes will go down as aresult. The U.S.
taxpayer has paid for current public infrastructures. Now the fed-
eral government is encouraging states and local governments
throughout the country to sdll those facilities to private investment
consortiums, under the direction of private investment bankers
who will earn billions of dollars in fees in the process.

Euromoney Seminars held a second PPP conference in Mi-
ami, Florida, from March 19-21, 2007.% Entitled, " PPP; The North
American Public Private Partnerships Intensive Seminars/’ the
conference is subtitled, "A three-day intensive learning seminar
featuring twenty hours of lectures, presentations, and guidance
from field-leading experts in North American PPP and PFI." PFI
stands for private finance initiative, a companion concept to the
public-private partnerships.

The cost of the 2007 Euromoney Seminars PPP program is
$3,499 per participant. The conference brochure reassures atten-
dees that the expense is worth it, noting "Attendance guarantees
you instruction in the need-to-know aspects of PPP deals.”

Responses to the PPP System

The influx of private investment funds into public projects has
created mixed reactions. On the one hand, the federal government
has embraced the new sources of funding. The FHWA website en-
thusiastically promotes the use of PPPs to build transportation in-
frastructure®® The FHWA states clearly that under PPP the
"private sector assumes a greater role in the planning, financing,
construction, operation, and maintenance of a transportation facil-
ity compared to traditional procurement models."®’

The site shows legislators and administrators what changes in
state law are required to make transportation PPPs possible. Five
of the seven sample PPP projects listed are in Texas, including
both the TTC project and 1-69, listed for the Texas segment as
TTC 69.%® A FHWA manual issued in November 2005 on using
PPPs for highway projects is provided as a PDF download on the
website "to provide a one-stop resource" for states that want to
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develop highway projects in conjunction with the FHWA.* The
website also provides as "Templates' the agreements that were
made to lease the Chicago Skyway and the Dallas to San Antonio
segment of the TTC project.°

Conservatives have recently cooled toward the new arrange-
ments. At first, many conservatives supported PPPs, on the prem-
ise that private enterprise groups could build and operate public
infrastructure more efficiently than government bureaucracies. If
private investment capital could be mobilized to develop, main-
tain, and operate public infrastructure projects, then perhaps
taxes could be cut. As NAFTA has developed, however, conser-
vatives are now questioning these presumptions. For one thing,
the sdl-off of U.S. public infrastructure raises national security
issues. The U.S. public was unwilling, largely because of security
concerns, to see a port operations company with Dubai take over
operations at major U.S. ports. Are the American people really
ready for U.S. highways to be reconfigured into global trade cor-
ridors? How does anyone know that the foreign interests invest-
ing into U.S. public infrastructure will not have hostile
disagreements with the United States at some time in the future?
How certain is it that terrorists will not penetrate the manage-
ment structures set up by foreign investors to manage their U.S.
infrastructure projects?

President George W. Bush has made abundantly clear that his
administration has no objection to foreign entities purchasing ma-
jor U.S. corporations, including U.S. airlines.** The Department of
Defense has suggested that foreigners might be recruited to the
U.S. military, in return for receiving preference on becoming U.S.
citizens.** How far will this national defense outsourcing go?*
These questions should be subject to national public debate as the
PPP momentum builds.

The transportation restructuring of America, if ultimately
completed, will be ajoint enterprise between government, rep-
resented by the SPP, and private enterprise, represented by the
various international and American corporations involved in
the intended creation of the Trans-Texas Corridor. This restruc-
turing favors the very global capitalists who stand to make the
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most money. Behind the goal of integrating North America
through a comprehensive transportation system is the goal of
increasing the profit margin for large businesses. This economic
drive is taking America's infrastructure out of American hands
and placing it in the hands of global companies, who will only
be sympathetic to America's interests as long as it is profitable
for them.

As we will see in Part Three, this is only one of the many
consequences stemming from the gradual adoption of the inte-
grationist policies espoused by Pastor and others. These theories
have slowly entered the realm of government policy through
the SPP working groups, and the realm of legal jurisprudence
with the creation of the NAFTA Chapter 11 tribunal. As theory
becomes action, and as action becomes law, what will be the
impact on America's economy and sociopolitical culture?
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CHAPTER EIGHT

RED CHINA OPENS
PORT IN MEXICO

"With the collapse of the Soviet Union, and theinternal disarray of the
Russian Federation, the People's Republic of China seesitself asthe sole
Communist superpower in the world/"

Edward Timberlake & William Triplett, Red Dragon Rising, 1999.!

INTEGRATIONISTS would have us believe that moving the

United States toward a supra-national marketplace will benefit
America. Not only would such policies make goods and services
cheaper for average Americans, they claim, but building and staffing
super corridors and other mgjor capital projects necessary for the
integration would add jobs, give the United States a radically im-
proved infrastructure, and decrease wait times at the border.

But the sword of global capitalism cuts both ways. China is
the true beneficiary of increasing global "free trade" with the
United States. China stands to gain the most from the widening
of American markets that would result from the formation of a
North American community. Cheap goods from the Far East and
China already undercut jobs in the United States, Canada, and
Mexico—integrating North America would only accelerate this
process. Giving China unprecedented access to North American
ports will undercut the economies of al three North American
nations and make North American economies less able to com-
pete in the global marketplace.

In fact, the loss of manufacturing in North America has already
begun to jeopardize the long-term health of the United States
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economy. Unfortunately, "free trade" agreements we have made
with China have not been "fair trade" agreements. In our enthusi-
asm to trade with China, our "free trade" arrangements, including
those negotiated under the World Trade Organization (WTO), con-
tinue to be one-sided, decidedly in favor of China.

Today, in order to access the lucrative United States market,
China must deal with unionized longshoremen at Los Angeles,
New York, Seattle, and other port cities throughout the United
States, which they perceive as far too costly. With the advent of
super corridors, the Chinese will circumvent expensive U.S. labor
unions by shipping their goods to Mexico, which will then travel
by truck to the rest of North America.

Cities such as Kansas City and San Antonio are declaring
themselves to be "inland ports,” ready to receive the containers
from China coming into North America through the rapidly de-
veloping Mexican ports on the Pacific. A new, deeper and wider
Panama Canal will permit megaships with goods from the Far East
and China to sail directly to Gulf ports and East Coast ports such
as Miami. Sailing Chinese goods a longer distance is cheaper than
unloading Chinese containers in West Coast ports and transport-
ing them by truck and train into the heart of the United States. De-
velopment plans in Gulf ports and East Coast ports such as Miami
are preparing to position for a share of the megaship container traf-
fic the multinational corporations are planning to bring into the
United States over the next twenty-five years.

China enjoys important structural advantages in international
"free trade" with the United States. America's exported goods are
taxed twice when they are exported to China under a value
added tax system that unfairly removes VAT taxes when Chinese
goods are exported to the United States.

But structural advantages alone are not China's only means
of gaining leverage. Their willingness to exploit their own work-
ers in ways unthinkable in the United States gives them a massive
labor pool. International businesses looking to maximize profits
keep millions of Chinese workers in slavery, or near-slavery, in
order to use them as workers. By allowing ourselves to become
dependent upon cheap Chinese goods and labor, the United
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States has largely lost our moral authority to reprimand China
and correct these human rights abuses.

In the final analysis, it is China and those who are able to in-
vest in Chinese companies that stand poised to profit from the
integration of North America as a free trade marketplace. Per-
haps that is why the Chinese are working so hard to ensure such
integration happens.

China Investsin NAFTA Portsin Mexico

In order to solidify its economic superiority over North America,
Red China is working to restructure the North American trans-
portation infrastructure. To that end, they are investing heavily in
developing deep water ports in Mexico in order to bring an un-
precedented volume of containers into the United States along
the emerging NAFTA super corridor.

Hutchison Ports Holdings (HPH), a wholly owned subsidiary
of China's giant Hutchison Whampoa Limited (HWL),? is invest-
ing millions to expand the deep water ports on Mexico's Pacific
coast at Lazaro Cardenas® and Manzanillo.* Now Hutchison Ports
is pledging millions more to develop Punta Colonet, a desolate
Mexican bay in Bga, California. Mexico plans over the next seven
years to dredge and convert Punta Colonet into a ten- to twenty-
berth-deep water port capable of processing some six million
standard Twenty-Foot Equivalent Units (TEUs).

It is not just any Chinese company, however, that owns Hut-
chinson Ports Holdings. According to Judicial Watch, "Hutchi-
son, Whampoa, Ltd., is the holding company of billionaire Li Ka-
Shing, a well-known businessman whose companies make up 15
percent of the market capitalization of the Hong Kong Stock
Market/* A Judicial Watch complajnt6 filed in 2002, when HWL
was purchasing the then-bankrupt Global Crossing,’ notes that Li
Ka-Shing's holdings includes ports, telecom, and energy assets
around the world.

Ka-Shing is more than a typical corporate tycoon; he has
some very interesting friends. A declassified intelligence report
that Judicial Watch obtained in a Freedom of Information Act
(FOIA) request reported that, "Li is directly connected to Beijing
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and is willing to use his business influence to further the aims of
the Chinese Government." Judicial Watch objected that "Li Ka-
Shing's agency relationship to the Communist Chinese should
disqualify him from owning Global Crossing's network, which
controls a significant percent of all the fiber optics currently leav-
ing the United States.”

Global Crossing was a Clinton administration darling noted
for turning Democratic National Committee chairman Terry
McCauliffe's $100,000 investment into an $18 million personal for-
tune. But Global Crossing's bold move to control the U.S. fiber-
optics network overreached, ending in a corporate melt-down that
was an unfortunate prelude to the Enron debacle. Hutchison Ports
dropped the bid to purchase Global Crossing when the Committee
on Foreign Investments in the United States (CFIUS) refused to
approve the transaction on national security grounds.®

HWL also has business dealings with the China Ocean Ship-
ping Company (COSCO), China's largest shipping line, which is
owned by the Chinese People's Liberation Army.? In 1998, Con-
gress blocked on national security grounds an attempt by the
Clinton administration to allow COSCO to lease the abandoned
Long Beach Naval Station.™°

Despite the ongoing security concerns, HWL has established
a North American beachhead. Remarkably, in the aftermath of
the Dubai Ports World blowup in Congress, the Bush administra-
tion hired HWL in the Bahamas to operate sophisticated equip-
ment designed to detect nuclear material inside containers
headed for the United States.! By investing millions to deepen
Mexico's ports, HWL has found perhaps the most effective back
door of al for gaining access to the continental U.S. market.

San Antonio's Inland Port Pursues China

Hutchinson Port Holdings is not the only party interested in ex-
panding the ports in Mexico. The Port Authority of San Antonio*
has been working actively with the Chinese to open and develop
the Mexican coast to more Chinese shipments.

In April 2006, officials of the Port Authority of San Antonio
traveled to China with representatives of the Free Trade Alliance

136



RED CHINA OPENS PORT IN MEXICO

San Antonio/® the Port of Lazaro Cardenas, and Hutchison Port
Holdings to develop the Mexican ports. The goal of the meetings
in China was described by the March 2006 e-newsletter of the
Free Trade Alliance San Antonio:

In January of 2006, a collaboration of several logistics enti-
ties in the U.S. and Mexico began operation of a new mul-
timodal logistics corridor for Chinese goods entering the
U.S. Market. The new corridor brings containerized goods
from China on either Maersk* or CP Ships™ service to the
Mexican Port of Lazaro Cérdenas. There, the containers are
off loaded by a new world class terminal operated by
Hutchison Ports based in Hong Kong. The containers are
loaded onto the Kansas City Southern Railroad de Mexico
where they move in-bound into the U.S. The containers
clear U.S. customs in San Antonio, Texas, and are processed
for distribution.*®

The Free Trade Alliance San Antonio is self-described as a "pub-
lic-private" organization created in 1994 to lead the development
of San Antonio as a competitive "inland port" and international
trade center.

A Mexican Customs Office in San Antonio?

San Antonio's inland port is crucial for a developing NAFTA su-
per corridor along Interstate 1-35. According to reporter Rick
Aim, San Antonio envisions the opening of a Mexican customs
office in their inland port, a move that has been pioneered by
Kansas City SmartPort:

Under this area's arrangement [establishing a Mexican cus-
toms facility in the Kansas City SmartPort], freight would
be inspected by Mexican authorities in Kansas City and
sealed in containers for movement directly to Mexican des-
tinations with fewer costly border delays. The arrangement
would become even more lucrative when Asian markets
that shipped through Mexican ports were figured into the
mix. "We applaud the efforts of Kansas City and the Mexi-
can government in developing a Mexican customs facility
there," said Jorge Canavati, marketing director for Kelly
USA [former name for San Antonio's inland port estab-
lished on the former site of Kelly Air Force Base]. He said a
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Mexican customs function for Kelly USA "is something that
is still far away.. .We may be looking at that" in the future.””

The Free Trade Alliance San Antonio 2005 summary of goals and
accomplishments documents the direct involvement of the Bush
administration in the development of San Antonio's inland port
plans. The following were among the bullet points;

* Organized four marketing trips to Mexico and China to
promote Inland Port San Antonio and met with prospects.
Met with over fifty prospects/leads during these trips.

» Continued to pursue cross border trucking by advocating a
pilot project with at least two major Mexican exporters as
potential subjects. Worked with U.S. Department of Trans-
portation, Dept. of Homeland Security, and U.S. Trade Rep-
resentative on this concept.

* Working with Mexican ports to develop new cargo routes
through the Ports of Manzanillo and L&zaro Cardenas.

As already noted, San Antonio is on the planned route of
Trans-Texas Corridor 35.

In .October 2006, representatives of the Free Trade Alliance
San Antonio, together with officiads of the Port Authority of San
Antonio and officials from the Mexican Port of Lazaro Céardenas,
visited China again on a corridor marketing trip. According to a
press release put out by the Free Trade Alliance San Antonio, the
primary purpose of the trip was "to promote the new multimodal
logistics corridor developed by Port San Antonio that runs be-
tween the Mexican Port of Lazaro Cardenas and San Antonio."*®
The press release further specified the savings anticipated by us-
ing this new route, instead of the more traditional route through
Los Angeles or Long Beach:

Opened in early 2006, the new corridor offers Chinese ex-
ports a competitive alternative for entering the U.S. mar-
ket. Since its inception, the new corridor has consistently
saved shippers 3-5 days on delivery times and an average
of $100 on shipping costs for Chinese containerized goods
transiting into the Texas market. New changes in steam-
ship service may further reduce the transit time by an-
other thirty hours.
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While in China, the group anticipated making their presentation
to another three to four hundred Chinese logistics and exporting
companies.

The development of a China-Mexico trade route reflects a
fundamental shift since NAFTA's passage. In the mid-1990s,
there were some three thousand maquiladoras located in northern
Mexico, employing over one million Mexicans in low-paying, as-
sembly sweatshops. Today, even Mexican labor is not cheap
enough for international corporations. According to the Federal
Reserve Bank of Dallas, the maquiladora activity is down over 25
percent from its peak, as international corporations have found
even cheaper labor in China'® William Hawkins estimates that
six hundred maquiladora assembly plants have now relocated to
China, leaving 250,000 unemployed Mexican workers behind.?

As the Port of San Antonio suggests, linking inland ports
with NAFTA super corridors and NAFTA railroads is an impor-
tant part of the development plan for the emerging global econ-
omy. Multinational corporations are now determined to exploit
cheap Mexican labor, not so much for manufacturing and assem-
bly, but as a means of saving port and transportation costs in the
North American market.

The Plan to Deepen and Widen the Panama Canal

The move to import Chinese goods even goes as far south as Pa-
nama. Panama plans to build a deeper, wider Panama Canal in
order to allow Chinese ships direct access to the Gulf of Mexico
and key ports such as Miami, Florida. At present, the Suez Canal
is the primary passage for ships from the Far East to reach the
East Coast of the United States. Deepening and widening the Pa-
nama Canal would provide the Far East a second option.

The shipping industry defines Panamax container ships as
those that are able to fit through the 1,000-feet-long and 110-feet-
wide lock chambers of the 92-year-old Panama Canal.”* The Pa-
nama Canal allows ships that are a maximum of 965 feet long and
106 feet wide.” Typically, the largest Panamax containerships to-
day carry forty-five hundred twenty-foot containers, which is the
standard length. The first generation of post-Panamax container
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ships carry up to 9800 containers. Today, a new class of super-post-
Panamax vessels is under construction. These will carry 12,500
such containers.

Panama's President Martin Torrijos has decided to put to ref-
erendum a $6 billion project to build new locks in the Panama
Canal sufficiently deep and wide to accommodate post-Panamax
ships.”® President Bush, while visiting Panama during November
2005, supported the plan to expand and modernize the Panama
Canal, a plan then estimated to cost $10 billion.** Critics such as
the Council on Hemispheric Affairs have argued that the cost of
expanding the Panama Canal could be as high as $25 billion.?
Hutchison Ports Holding, through its subsidiary Panama Ports
Company, operates the ports of Cristobal and Balboa located at
each end of the Panama Canal.*® '

Citing the increasing congestion in West Coast ports, ship-
ping industry experts have argued that either the Panama Canal
must expand to accommodate the huge volume of Chinese im-
ports or the canal will simply become obsolete. Otherwise, post-
Panamax ships containing Chinese goods will be forced to utilize
the Suez Canal to access the U.S. market.

In 2003, West Coast ports handled approximately 80 percent of
the more than $100 billion in goods imported from China. Atlantic
ports accounted for about 19 percent and Gulf Coast ports picked
up the extra 1'/|5ercent. As noted by Michael Bomba of the Center
for Transportation Research at the University of Texas at Austin,
"the volume of Chinese import trade handled by East Coast ports
has more than doubled between 2000 and 2003, with the largest
jump occurring in 2002, when shippers began to search for alterna-
tive routes."?” Shipping industry experts widely regard the Long-
shoreman Union's West Coast strike a primary reason importers of
goods from China have sought to open Mexican ports and a vari-
ety of East Coast ports as alternative ports of entry.?®

Huge Post-Panamax M egaships

The post-Panamax fleet in service at the end of 2000 consisted of
some three hundred container ships.?® Experts expect that con-
tainer ships with nine to ten thousand container capacity will
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soon dominate main arterial shipping, such as between China
and the United States. Ships with twelve thousand and over ca
pacity will be phased into operation between 2009 and 2010.%*
Super container ships with the capacity to carry 12,500 containers
have to be built with twin engines to maintain the twenty-five-
knot speed required for a maximum load, which will involve at
least twenty-one containers stacked across the weather deck, !

Post-Panamax container ships carrying seven thousand con-
tainers require cranes 250 feet tall, equivalent to a twenty-story-
tall building. In March 2005, the Port of Oakland, California, in-
stalled a second post-Panamax crane that was 241 feet tall, which
the city described as being "as tall as a twenty-four-story building
at its apex."** The $7 million crane was designed with a boom
that can extend to unload ships stacked twenty-three containers
~ wide. The week after the crane was installed, the Port of Oakland
was expecting one of the world's largest container ships, the eigh-
ty-two hundred container "Hugo." The Hugo is able to carry
enough cargo "to completely fill a one million-square-foot re-
gional shopping center with TVs, toys, clothes, shoes, and other
products stacked eight feet high."*®

-Preparing to handle super post-Panamax containerships with
12,500 TEU capacity requires reengineering just about every deep-
sea port in North America. None of this would be necessary except
that it seems the Bush administration plans to continue the work
started by President George H. W. Bush and Bill Clinton. If the
plan were to strengthen manufacturing within the United States,
there would be no need for post-Panamax ships and ports with
post-Panamax cranes for unloading.

Global shipping companies are working to increase the size of
their shipsin order to achieve economies of scale, thereby reducing
transportation costs. Even goods produced by cheap Red Chinese
labor would not be competitive in the United States if transporta-
tion costs from Asia could not also be reduced dramatically. Just as
China has sought to capture the world market on cheap labor, so
they are pushing to reduce transportation costs to and within the
United States to the cheapest levels possible. For the unbridled
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capitalists, the "best" cost of labor and transportation is zero, or as
close to zero as possible.

Port of Houston Positions for Post-Panamax Trade

Jim Edmonds, chairman of the Port of Houston, has said that the
Port of Houston is the Gulf port most likely to benefit from the
expansion of the Panama Canal.

"The Port of Houston has 73 percent of the container market in
the Gulf of Mexico and about 94 percent of the container market in
Texas," Edmonds explained. "So, it would be logical to assume
that whatever growth in Gulf container traffic that comes from the
expansion of the Canal would most likely come into Texas."

A Cambridge Systematics study®* completed in October 2006
confirms that the impact of the Panama Canal expansion "will be
felt most heavily on and around the Port of Houston, the state's
largest container port and a key trading partner for goods
shipped via the Panama Canal." Cambridge Systematics also do-
cumented the move away from West Coast ports, noting that:

The Panama Canal's share of total container shipments be-
tween Asia and the United States has increased from 11
percent in 1999 to over 38 percent in 2004 and container
volumes through the Canal are expected to grow by nearly

6 percent annually over the next several years.

On February 8, 2007, the Port of Houston opened the Bayport
Container Terminal, which was built in anticipation of an ever-
increasing volume of container traffic coming through the port.

Cambridge Systematics concluded that the Bayport Container
Terminal "will approximately triple the available capacity for
containerized traffic at the Port and allow it to more effectively
handle Panamax and post-Panamax ships." The $1.4 billion Bay-
port Container Terminal, when fully developed, will have seven
container berths with the capacity to handle 2.3 million contain-
ers on a complex which includes a 376-acre container yard and a
123-acre intermodal facility.

Edmonds confirmed that the Trans-Texas Corridor plans to
develop 1-89 are part of the Port of Houston's plan.
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"I am hopeful that the south Texas segment of 1-69 will be
among the first to be upgraded/’ Edmonds said. | see 1-69 over
time as a real improvement to the ability to move cargo from
Canada to Mexico and the Port of Houston needs to be a player
in that/'

Big Easy Gets Ready for M egaships from China

"The Panama Canal is very important to the Port of New Or-
leans/' said Chris Bonura, communications manager of the Port
of New Orleans.

Just because of geography, if you want to get from the Far

East to the Port of New Orleans, you have to go through

the Panama Canal. So, this expansion project will be bene-

ficia to the Port of New Orleans, and truly to al the ports
in the Gulf of Mexico.

Bonura explained that the Mississippi River is the main channel
for the Port of New Orleans: 'The Mississippi River is maintained
to a depth of forty-five feet/’ Bonura said, "and we believe we
can serve as a conduit through the Mississippi River to the whole
middle section of the United States/’

"Instead of coming to the East Coast or the West Coast and
carrying containers into the center of the U.S. by train or truck/’
Bonura continued, "we believe we have a direct route through
the Mississippi River to go right up into the nation's heartland.
On the Mississippi River, you can get to thirty states without
touching dry land.”

"The whole concept of the transport of containers on barges
has not taken off as much in the United States as it has in Eu-
rope/” Bonura conceded. "Still, there are various types of cargo
that are not time-sensitive and there is a considerable cost savings
to barge transport. The Mississippi River adds a dimension to the
Port of New Orleans that make us truly a full intermodal, allow-
ing for containers to be transferred to barges, trucks, or rail for
transport into the interior of the country.

"The shipper at our port has a full range of modal choices
once their cargo gets to the Port of New Orleans—truck, train,
and barge/’ Bonura stressed. "Once the container to the port,
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that's only half the story. How are you going to get the container
to the final destination? At the Port of New Orleans, we accom-
modate all the modes."”

The shift in Asian trade to East Coast ports via all-water
routes through the Suez and Panama canals, however, resulted in
the Far East being the fastest-growing region for the port in 2005,
reflecting an increase of 34.96 percent over fiscal 2004. Trade with
Asian countries represented 22.71 percent of the total tonnage
handled at the Port of Miami during 2005, second only to South
America, which accounted for 23.42 percent of total trade.®

Sensors to Track Containers on 1-35 NASCO SuperCorridor

This influx of goods from China demands a faster system of proc-
essing them. In order to accommodate the increased number of
containers coming into the United States, developers are working
on a system that would expedite both the processing and ship-
ping processes. At first glance, the program seems innocuous
enough, but further research revealed a surprising backer of this
new development.

In order to track containers once they are within the North
America, Lockheed Martin®® has begun working with NASCO
(North America's SuperCorridor Coalition, Inc.) to build a system
of sensors to track cargo remotely along a super corridor stretch-
ing across North America from Texas to Canada.

On November 30, 2006, John Mohler, a senior vice president at
Lockheed told the "North America Works II" transportation con-
ference in Kansas City that his company would establish ten to
fourteen sensor locations early in 2007 to track specific cargo ship-
ments along the NASCO corridor that involves Interstate High-
ways 35, 1-29, and 1:94. The sensor locations would include the
Mexican port of Lazaro Cardenas; Laredo, Texas, Kansas City,
Missouri.; and Winnipeg, Canada. Containers coming into Lazaro
Cardenas from China and the Far East would be equipped with
these sensors for tracking in trucks and trains.

Lockheed plans to use tracking technology the company de-
veloped as the primary contractor in a program with the U.S.
military called Global Transportation Network, which has been in
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operation since the first Gulf War in 1991.%" For the program,
Lockheed developed the sensor technology to track military car-
go from the United States to the war zone in the Middle East. The
Global Transportation Network tracking technology is intermo-
dal in that it tracks containers wherever they are located—
onboard ships, in trucks or trains, or in warehouses.

Mohler told the conference that the full network would cost
$40 million and involve three hundred and fifty to four hundred
sensor locations along the NASCO corridor, as well as a "com-
mand and control center" to monitor information on the tracked
shipments, including cargo location, temperature, and weight
changes. Mohler explained that Lockheed is designing the pro-
gram to "integrate electronically the NASCO Corridor, north to
south, from Winnipeg down into Mexico, to create an electronic
backbone through the center of North America."

The purpose of the joint venture with NASCO, according to
Mohler, isto achieve

full visibility of freight moving along the NASCO corridor
through the center of the United States, ultimately inte-
grating both coasts with data on all freight moving north
and south, ultimately as well from east to west, to get full

integration of al data on the entire supply chain moving
throughout North America.

NASCO plans to use the project with Lockheed to generate enough
revenue so NASCO can become self-sustaining. Generating a pri-
vate revenue flow is strategically important to NASCO in that the
trade organization wants to find an alternative for keeping the or-
ganization financially alive other than continued dependence upon
federal earmark funding.

On December 6, 2006, Leslie Holoweiko, a spokesperson for
Lockheed Martin, confirmed that, "We are working with NASCO
to propose a cargo tracking system that we think will make our
super-corridor highway systems more secure without impeding
the flow of commerce/’” Holoweiko also acknowledged that
Lockheed has not yet signed a contract with NASCO. "Currently,
we are pursuing a proposal/’ she said. "Nothing is firm as of yet
and we should have more details in the next few months.”’
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On December 5, 2006, Tiffany Melvin, the executive director
of NASCO, confirmed that NASCO was pursuing a sensor con-
tract with Lockheed, suggesting that the proposal "is a great op-
portunity for improving the efficiency and security of cargo as it
moves along highways and rail/” She also confirmed that Jim
Bergfalk was being hired by NASCO to be the president of the
International Mid-Continent Trade and Transportation Corridor
Association, a new 501(c)3 nonprofit organization NASCO is
forming to administer the Lockheed contract.

Mohler told the Kansas City conference that Lockheed plans
to contribute $5 million of the $7 million needed to complete the
pilot-project phase of the NASCO sensor project. The rest of the
funds, according to Mohler, would come from the Department of
Transportation. These funds would create the first ten to fourteen
sites and establish the Lockheed Martin control center capability
to capture and integrate the data. Lockheed and NASCO declined
to explain how they planned to fund the $40 million required to
build the full sensor system. Lockheed and NASCO also declined
to say who would own the cargo tracking sensor system once it is
completed.

China's Hutchison Port Holdings Aligned with NASCO

While the plan to build a sensor system to expedite the flow™ of
goods from China into the United States is problematic in its own
right, there is another wrinkle that is even more disturbing. Re-
search revealed that Hutchison Port Holdings owns 49 percent of
the Lockheed Martin subsidiary that was involved in implement-
ing the corridor technology project with NASCO. Not only does
Hutchinson Port Holdings operate the Mexican ports at both
Manzanillo and Lazaro Cdérdenas; it is also a subsidiary of
Hutchison Whampoa Limited, which has close ties to the Com-
munist Party in China.

On April 21, 2005, Savi Technology, a Lockheed Martin
owned subsidiary, announced the formation of a new $50 million
joint venture company, called Savi Networks LLC.*® Savi Tech-
nology owned 51 percent of the joint venture company and Hut-
chison Port Holdings owned 49 percent. The announced purpose
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was to deploy a Radio Frequency ID (RFID) network to track and
manage ocean cargo shipments.

Lockheed Martin spokesperson Leslie Holoweiko confirmed
that Savi Networks LLC is the company named in the contract
currently being negotiated with NASCO to provide cargo sensors
along 1-35. If successfully negotiated, the contract would appear
to give Hutchison Port Holdings operational involvement all
along the emerging 1-35 NAFTA super corridor.

Apparently, the plan is to integrate data from Savi Networks
Radio Frequency ldentification (RFID) equipment with sensor
data along the NAFTA super corridor, in order to track and man-
age cargo at any stage in its transportation. According to the
press release announcing the formation of the joint venture com-
pany formed with HPH, Savi Networks LLC was created to in-
stall "active RFID equipment and software in participating ports
around the world to provide users with information on the iden-
tity, location, and status of their ocean cargo containers as they
pass through such ports."*

Conceivably, the Savi-installed RFDI software would permit
NASCO to track containers from the time the containers leave
ports in China and the Far East, to when the containers enter
North America at Mexican ports such as Lazaro Céardenas. From
Mexico to Windsor and Winnipeg, NASCO could then track con-
tainers along the super corridor. This is the methodology Lock-
heed and NASCO plan to use to accomplish their goal of making
the 1-35 corridor an "electronic backbone" of the continent, capa-
ble of integrating all "supply-side" dataregarding all global trade
containers approaching or within North America.

Not surprisingly, the NASCO plan to use cargo tracking
technology is consistent with the plans Security and Prosperity
Partnership (SPP) of North America has put forth to rely primar-
ily on technology, instead of in-person inspections, to track and
monitor containers entering the United States. The NASCO con-
tainer tracking system would integrate with the FAST lanes and
SENTRI electronics that SPP is using "to streamline the secure
movement of low-risk traffic across our shared borders" with
Mexico and Canada."*
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NASCO and SPP present this electronic tracking capability as
a management efficiency tool. Yet never in our history have we
managed the movement of millions of containers that originated
in foreign nations. Can we assume that criminal elements, includ-
ing the drug cartels that dominate Mexico, or terrorists will not
access the containers? Are we truly secure in knowing that a
company with close ties to the Communist Chinese could have
access to a database that would disclose the precise location of
Chinese containers in the United States? The multinational corpo-
rations driving this agenda are concerned about maximizing
profits, even if maximizing profits involves turning over huge
segments of the U.S. economy to the management of Chinese
companies. Who in the equation is concerned that Communist
China might not always be our ally?

Is China a Trustworthy Ally?

Obviously, those promoting China's interests are spending a
huge amount of capital to reconfigure North American ports and
transportation infrastructure. William Hawkins concludes:

It is well past time to rethink the sophistry of "free trade"
with China. Instead of spending billions of private and
public funds aiding Chinese traders, a major effort should
be launched to rebuild and expand the production base of
North America. A key part of that effort would be to re-
negotiate NAFTA to create a true trade bloc that would
drive Chinese goods dff the continent rather than into its
heartland.**

Even though China was never a part of negotiating NAFTA, it is
emerging as the clear winner, to the detriment of manufacturing
and assembly in both Mexico and the United States alike. Unex-
pectedly, the Bush administration is plunging into a Security and
Prosperity Partnership of North America, "integrating” and
"harmonizing" administrative law and regulations with Canada
and Mexico and promoting policies such as the deepening of the
Panama Canal that will only increase our dependence upon
China and advance their agenda.

Under SPP, electronics seem to be the solution for establish-
ing the security of containers moving into the continent, just as
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electronics were the solution for "trusted traders" and "trusted
travelers" moving within North America. Under SPP, only a
small fraction of global trade containers entering North America
or passing through North America will ever be inspected manu-
aly. Instead, the sophisticated electronics SPP is relying upon to
identify "trusted travelers" and "trusted traders" is being ex-
tended to identify "trusted containers."

In the process, Hutchison Port Holdings with its ties to China
has positioned itself to control not only the ports of entry, but al-
so the sophisticated data collected throughout North America to
track the progress of China's containers throughout the continent.
How can we be so blindly reliant on China as a trustworthy busi-
ness partner when we cannot be certain China will forever be our
aly in international politics?
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CHAPTER NINE

THE USA IN TWILIGHT

"For Americaitself, the cost of so-called freetrade has
been exorbitant and destructive/!

L ou Dobbs, War on the Middle Class, 2006*

SCURITY CONCERNS SHOULD be enough to cause conster-
ation about the push to harmonize North American transpor-
tation systems. Such moves not only further the work of integrat-
ing North America economically, but make North America de-
pendent on China. Handing our security over to technology that is
developed, owned, and managed by Chinese companies that have
ties to their government is, to put it mildly, problematic.

The integration of the transportation system is a part of the
overall vision of the Security and Prosperity Partnership of North
America. There is no small irony, then, that not only have these
policies decreased our security, they have endangered our pros-
perity. Fundamentally, the United States' economy is not strong
enough to sustain growth and outsource jobs to China and else-
where. Pursuing policies that make America dependent on Chi-
nese imports only exacerbates the problem.

The causes for this precarious situation are clear: First, "free
trade" agreements favor multinational corporations at the ex-
pense of American manufacturing and labor. Under NAFTA.
even Mexico is being inundated with cheap Chinese goods, to the
detriment of low-cost Mexican manufacturing and assembly
plants. Put simply, the "free trade"” agreements negotiated in re-
cent decades are not "fair trade" agreements. Instead, multina-



THE LATE GREAT USA

tional corporations have used "free trade" agreements to stack
the deck against the United States.

Second, the open border policy of the Bush administration has
allowed millions of uneducated, low-skilled Mexicans to flood into
our country. As a result, union employees must compete with
workers willing to accept much lower levels of pay.? At the same
time, the American taxpayer subsidizes this Mexican underclass by
providing ample socia benefits. The range of benefits include free
medical care at hospital emergency rooms, free public education,
and a variety of welfare benefits that are especially generous for
those children of illegal aliens who are born in the United States.

Third, the federal budget deficit is likely to increase as the
U.S. population grows older. This deficit will only compound if
the Bush administration "totalizes" U.S. Social Security benefits
to include Mexicans who work in the United States, both legally
and illegally. These trends promise a growing income gap in the
United States between the very rich and the very poor, to the
clear detriment of the middle class.

As more jobs go overseas, the United States stands to lose the
most economically successful middle class in the history of the
world. The U.S. economy is transforming into a service economy
where only the well-educated have any reasonable chance of eco-
nomic advancement. This, however, raises questions about Amer-
ica's future. Can the United States remain strong if our budget
and trade deficits continue to grow? Is North American integra-
tion the only solution to continued U.S. prosperity?

Through maintaining devastating budget deficits, pursuing
open border policies and entitlement programs, and not correct-
ing the structural advantages enjoyed by China and other coun-
tries, America has done serious economic harm to itself. What's
more, it has given China a strong economic advantage, which
may be used by them as political |everage.

The Real Federal Budget Deficit in 2006: $4.6 Trillion

The 2006 federal budget deficit was $4.6 trillion. But not according
to the federal government. According to the 2006 Financial Report of
the United States Government, which was released by the U.S. De-
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partment of Treasury on Friday, December 15, 2006* the deficit
was only $248.2 billion, prompting the Bush administration to hail
the fact that the deficit is shrinking.®

The enormous size of the actual deficit, though, puts the gov-
ernment in abind. 'The 2006 federal budget deficit of $4.6 trillion
is $1.1 trillion more than the 2005 federal budget deficit/' says
John Williams, who publishes the Internet website Shadow Gov-
ernment Statistics.® "The Bush administration is in an untenable
situation with a budget deficit this dramatic. Taxing 100 percent
of all wages, salaries, and corporate profits would not eliminate a
deficit of this magnitude, and cutting Social Security and Medi-
care spending is politically impossible.”

But why the disparity between the two numbers? Williams
commented that the Treasury Department's 2006 Financial Re-port
of the United Sates Government shows that when the budget deficit
is examined based on generally accepted accounting practices
(GAAP), "the actual deficit number was nearly 19 times the size
of the gimmicked 'official' deficit for 2006 of $248 billion. Total
obligations were 4.2 times annual U.S. gross domestic product
(GDP)." This datais presented in Table 1.

TABLE 1: U.S. Government Federal Budget Deficits

U.S. Treasury, Financial Report of the United Sates, 2002-2006
B

GAAP GAAP
GAAP with Federal Total
Formal |w/oSSor| SSand | Negative| Gross Federal
Fiscal |{Cash-Based|Medicare|Medicare Net Federal |Liabilities
Year Deficit Deficit Deficit Worth Debt GAAP

(Billion) |  (Billion) | (Trillion) | (Trillion) | (Trillion) | (Trillion)

2006 $2477 $4495 $4.6 $63.1 $8.5 $54.6
2005 3185 760.0 35 494 79 50.9
2004 412.3 615,6 34 459 74 473
2003 3748 667.6 37 348 6.8 36.2
2002 1578 3645 15 321 6.2 32.7

Table 1. Source: John Williams, Shadow Government Statistics, on ShadowSats.com
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The difference between the "official" budget deficit of $248 billion
and the $4.6 trillion deficit reported in the 2006 Financial Report of
the United States Government is that the "officia” deficit is calcu-
lated on a cash basis, where the government uses all tax receipts,
including Social Security tax receipts, to pay liabilities as they oc-
cur. But generally accepted accounting practices include year-for-
year changes in the net present value of unfunded liabilities in so-
cia insurance programs such as Social Security and Medicare,
which results in a significantly larger deficit number.

In other words, under cash accounting, the government
makes no provision for future Social Security and Medicare bene-
fits. "Truthfully/” Williams pointed out, "there is no Socia Secu-
rity Tock-box.™ He continued:

There are no funds held in reserve today for Socia Secu-
rity and Medicare obligations that are earned each year. It
is onlv a matter of time until the public realizes that the
government is truly bankrupt and no taxes are being held
in any set-aside reserve where they can only be used in the
future to pay the Socid Security and Medicare benefits
taxpayers are earning today.

Calculations from the 2006 Financial Report of the United Sates
Government also show that the negative net worth of the federal
government has increased to $53.1 trillion, while the total fed-
eral obligations now total $54.6 trillion.

'The Treasury is right in that Social Security and Medicare
must be shown as liabilities on the federal balance sheet in the
year they accrue,” Williams argued.

To do otherwise is irresponsible, nothing more than an at-
tempt to hide the painful truth from the American public.
The public has aright to know just how bad df the federal
government budget deficit situation redly is, especialy
since the situation is rapidly spinning out of control.

'The federal government is bankrupt,” Williams explained.
"In a post-Enron world, if the federal government were a corpo-
ration such as General Motors, the president and senior treasury
officers would be in a federal penitentiary."

In aletter included in the 2006 Financial Report of the United
Sates Government, David M. Walker, the Comptroller General of
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the United States, clarified the $53 trillion negative net worth;
"This translates to a current burden of about $170,000 per Ameri-
can or approximately $440,000 per American household/'

Remarkably, the U.S. Government Accountability Office re-
fused to certify or render an opinion on the consolidated financial
statements contained in the 2006 Financial Report of the United
Sates Government. They noted serious financial management
problems at the Department of Defense, the federal government's
inability to adequately account for and reconcile intra-
governmental activity and balances, and the federal govern-
ment's ineffective process for preparing the consolidated finan-
cia statements.

In his letter, David Walker commented that until these finan-
cial reporting problems were resolved within the federal gov-
ernment, the problems outlined in the audit report "will continue
to have adverse implications for the federal government and
American taxpayers."

"That's an understatement,” Williams replied. He continued:

What the Comptroller of the United States is telling us is
that as bad as a $4.6 trillion federal budget deficit and a
$53.1 trillion GAAP negative net worth are, the situation
with the Bush administration federal budget deficit might
even be worse yet, hard as that may be to imagine.

The Decision to " Totalize" Social Security

However, the budget deficit is only the beginning of the federal
government's financial problems. After refusing to release the
document for three and a half years, in January 2007 the Socia Se-
curity Administration finally complied with a Freedom of Informa-
tion Act (FOIA) request filed by the TREA Senior Citizens League
and released the first public copy of the U.S.-Mexico Socia Security
Totalization Agreement. According to the TREA Senior Citizens
League, a nonpartisan seniors' advocacy group, the totalization
agreement "would allow millions of illegad Mexican workers to
draw billions of dollars from the U.S. Social Security Trust Fund."’
While the Socia Security Administration signed the agreement
with in June 2004, at the time of its disclosure President Bush had
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not yet signed it. Once President Bush signs the agreement, the
House of Representatives or the Senate would have sixty days to
vacate the agreement by voting to reject it.

The United States currently has totalization agreements with
twenty-one countries. The agreements allow workers to com-
bine earnings from foreign countries with earnings in the
United States to qualify for Social Security benefits. The agree-
ment with Mexico would allow a Mexican worker to qualify for
Social Security benefits after only six quarters (eighteen months)
of employment in the United States. A U.S. worker typically
needs forty calendar quarters (120 months) to receive U.S. Social
Security benefits.®

The agreement reveals the Bush administration's determina-
tion to incorporate illegal workers from Mexico into the U.S.
economy. Furthermore, keeping the U.S.-Mexico Totalization
Agreement from the public suggests the Bush administration has
something to hide.

In September 2003, the U.S. General Accounting Office esti-
mated that a Socia Security totalization agreement with Mexico
would cost $78 million in the first year and would grow to $650
billion (in constant 2002 dollars) in 2050. The GAO admitted that
even this estimate was low given that the totalization agreement
provides an additional incentive for millions more Mexicans to
enter and work in the United States.’

With the addition of this totalization agreement, the federal
deficit would be even larger than the $4.7 trillion the U.S. De-
partment of Treasury calculated for 2006.

Bush Administration Mortgages USA to China

As distressing as the financial outlook is for the federal govern-
ment, it gets worse. Under the Bush administration, the U.S. trade
deficit with Communist China has expanded dramatically.

Since 2000, our trade deficit with China has grown from $83.8
billion to $201.6 billion in 2005. During that same period, imports
from China grew nearly 250 percent, from $100.1 million to
$243.5 million. Meanwhile, in 2005, America exported only $41.8
billion, despite a nearly 400 percent increase since 2000.
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A Congressional Research Service (CRS) report presenting
these data in May 2006 concluded that the "U.S. trade deficit with
China is now larger than that of any other U.S. trading partner,
and in 2005 it was nearly equal to the combined U.S. trade deficits
with Japan, China, and Mexico ($209 billion)/'*° Moreover, the gap
is widening. Asthe CRS report noted, the "U.S. trade deficit with
Chinain 2005 was about 24 percent higher than it was in 2004."

At the same time, China hit $1 trillion in foreign exchange re-
serves, holding some $700 billion in U.S. assets, about haf of which
were in U.S. Treasury securities.* Before 1979, China never had
more than $1 billion in foreign exchange reserves, and even some-
times reported a negative in dollar holdings. Since then, China has
become an investor, a creditor nation, while the United States has
become its debtor.

This too, though, is merely indicative of a larger trend. U.S.
treasuries are increasingly held by foreign interests. In 1965, for-
eigners owned just 4.7 percent of outstanding government debt,
but in 2005 some 42.8 percent of Treasury securitieswere in foreign
hands.*® Of outstanding marketable Treasury securities totaling
over $4 trillion, approximately 49 percent were in the hands of for-
eign holders in 2006. China still holds approximately 70 percent of
their foreign exchange reserves in dollar-denominated assets, in-
cluding $327.7 billion invested in U.S. Treasury bonds as of August
1, 2006. This makes China the second largest lender to the United
States, after Japan's $635.3 billion of foreign exchange holdings in
U.S. Treasury bonds.™

While 70 percent may seem high, China has moved away
from the dollar. In 2003, 83 percent of their foreign exchange re-
serves were in dollars. They are seeking to protect themselves
against the impact of a dollar that depreciated 12 percent against
the euro between November 2002 and August 2005." Should
China decide to reduce this percentage to some 65 percent or
lower, the U.S. Treasury could have a difficult time subsidizing
its budget deficits.
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How Much Treasury Debt Will China Buy?

The U.S. Treasury has tried to link our budget deficits to our
trade deficits in order to benefit the United States. How? The U.S.
Treasury sells securities to countries that invest in the dollar as a
way of financing our federal budget deficits.

The problem with this strategy, however, is that nothing says
that our trading partners must hold their reserves in dollars. If
China, or other large holders of U.S. dollar reserves, decides to
move away from the dollar, the Treasury could find that financing
the deficit becomes much more difficult and expensive. Not only
that, the Treasury's reliance on Chinese investments could give
China leverage over U.S. foreign policy.

For instance, if Taiwan continues its bid for UN membership
as expected,”® what will be the United States' response? Will we
support them in the face of a clearly disapproving China that
owns $1 trillion in foreign exchange reserves, some 70 percent of
which is held in U.S. dollar assets? How about when China owns
$2 trillion, or $3 trillion?

How ironic it would be if Red China were to dominate the
United States without firing a shot. The cheap Chinese imports
that we value so much may end up costing far more than we pay
at the store.

World Moves Away from the Dollar

The move away from the dollar has already begun. China an-
nounced around Thanksgiving 2006 that their central bank had
decided to hold fewer dollar assets in their foreign exchange ac-
count. As a result, the dollar dropped dramatically on world mar-
kets.™ In the third quarter of 2006, the U.S. current account balance
deteriorated even further, increasing to a $225.6 billion deficit ver-
sus a $217.1 billion deficit in the second quarter.*’

In his newsletter of December 31, 2006, Bob Chapman ex-
plained that, "Central bankers in 2007 will begin to move away
from the dollar in their foreign reserve holdings."

Chapman documented that the international move away
from the dollar has already begun. China, the second largest
holder of U.S. debt, reduced purchases of U.S. bonds 17 percent
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in the first ten months of the year. "Central bankers in Venezuela,
Indonesia, and the UAE have said they will invest less of their
reserves in dollar assets/' Chapman explained. Iran's switch to
euros is the greatest threat yet to the dollar. The usage of the euro
is now universal in Iran and it will spread to other Islamic oil-
producing countries as well. The share of dollars as a percentage
of OPEC foreign reserves has fallen from 67 percent to 65 percent
in the first half of 2007. Yet the Federal Reserve finds itself in a
dilemma. As Chapman put it:

The Fed has to make continued attempts to tighten rates in
an effort to make yields more attractive and stem the tide of
central banks fleeing the dollar...But tightening interest
rates will only expedite the fal of the U.S. housing market
which could well quicken a U.S. recession, which | believe
began in February 2006.

As the stock market entered 2007, investors wondered how long
the economic expansion would continue without a major correc-
tion. Should the Federal Reserve decide to control inflation by
tightening interest rates, the U.S. economy could easily enter a
recession. If the Federal Reserve decided to reduce interest rates
to provide the economy a "soft landing/' those holding large ac-
cumulations of U.S. dollar-based assets in their foreign exchange
reserves might be encouraged to move a portion of their portfo-
lios to other currencies to hedge their downside risk.

Made in China

The fiscal difficulties of the Federal government are com-
pounded by the loss of high paying American jobs. Since 2000,
the manufacturing sector has lost three million jobs. The avail-
ability of cheap labor is a significant factor in shifting manufac-
turing to China.’®

The Congressional Research Service correctly warned that
backlash from Congress in inevitable:

The continued rise in the U.S.-China trade imbalance, com-
plaints from several U.S. manufacturing firms over the
competitive challenges posed by cheap Chinese imports,
and concerns that U.S. manufacturing jobs are being lost
due to unfair Chinese trade practices have led several
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Members (of Congress) to call on the Bush Administration
to take a more aggressive stance against certain Chinese
trade policies deemed to be unfair.'®

Senator Charles Schumer (D-NY), a strong critic of the Bush
administration, has consistently charged that China is unfairly
manipulating the yuan for trade advantages® and that the Bush
administration is responsible for losing a growing number of
manufacturing jobs to China?* On March 15, 2006, Senator
Schumer released a study documenting the loss of 104,000
manufacturing jobs across upstate New York since 2001.%
Schumer attributed the job loss to China's unfair international
trade practices.

Over the past few years, mgor U.S. automakers, including
Ford and General Motors, have announced plant closings and job
layoffs in the United States. The loss of steel and other factory jobs
have severely impacted many states in the industrial Midwest, in-
cluding those in Michigan and Ohio. Many blue-collar towns have
vacant plants that are no longer on the tax rolls, which in turn im-
pacts city services, schools, and hospitals in the area.®®

Meanwhile, U.S. automakers are looking to manufacture cars
in China, where health benefits and pensions won't add to labor
costs. China's auto exports doubled in 2006, as Daimler-Chrysler
signed a letter of intent with China's Chery Automobile Co. that
calls for the Chinese automaker to make subcompact cars to be
sold by Chrysler in the United States and Europe.”® The Bush
administration's determination in demanding that foreign auto-
makers establish plants in the United States to make cars in-
tended for sale in the U.S. marketplace is gone.

China's Currency Advantage

Senator Schumer's criticism that China manipulates the yuan is
not without merit. China has consistently refused to allow its cur-
rency, the yuan, to float freely on world trade markets. China's
goal is to keep the yuan artificially low, thereby making China's
exports more attractive to U.S. capitalists, while making imports
from other countries more expensive in China
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On July 21, 2005, the PRC government finally gave in to U.S.
pressure and announced that the yuan would be allowed to float
according to market forces. Yet China proceeded cautiously. Rather
than allowing the yuan to float freely on international currency ex-
changes, China decided to peg the value of the yuan to a carefully
selected basket of currencies.”® The yuan would go up or down in
value in accordance with the performance of the selected currencies.
This fluctuation in value, however, is much more limited than if
China subjected the yuan to the free market.

This concession was less than the United States had hoped
for. China's central bank could still support the yuan, as the in-
dexing formula would not necessarily require an automatic reset-
ting of the yuan's value. By controlling which countries
currencies set the value of the yuan, China is still able to artifi-
cially keep its value low. In contrast, a free floating currency
would have its value reset constantly by international monetary
exchanges in which market forces would determine the yuan's
value vis-a-vis currencies of other nations.

In an unusual move, the Bush administration sent virtually the
entire economic "A-team” to visit China for a "strategic economic
dialogue" in Beijing on December 14 and 15, 2006. Treasury Secre-
tary Henry Paulson and Federal Reserve Chairman Ben Bernanke
led the delegation, which consisted of five other cabinet-level offi-
cials, including Secretary of Commerce Carlos Gutierrez. Also in
the delegation were Labor Secretary Elaine Chao, Health and Hu-
man Services Secretary Mike Leavitt, Energy Secretary Sam Bod-
man, and U.S. Trade Representative Susan Schwab.

The results of the discussions were disappointing. In an-im-__

portant speech before the Chinese Academy of Social Sciences in
Beijing, Federal Reserve Bernanke decided to revise the printed
version of his remarks, backing away from calling China's cur-
rency policy a "subsidy" for its exports. International traders
would have perceived such a comment as inflammatory. Observ-
ers on the scene strongly suspected that the change had been rec-
ommended by Treasury Secretary Paulson, who in his previous
career had made himself a multi-millionaire at Goldman Sachs by
promoting trade with China.26 Bernanke's printed text, which
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had been released to the press in China before the speech, was
blunt, charging directly that China's undervalued currency func-
tions as "an effective subsidy" benefiting Chinese firms that focus
on exporting.?’

At the end of the meetings, the Chinese acknowledged that
they had listened politely, suggesting they would consider the
proposals made, without making any definite commitment to
allowing the foreign exchange value of the yuan to be set by mar-
ket forces. I other words, the Chinese said, "No/’ Their central
bank would continue -to keep the value of the yuan artificially
low. In the weeks following, the value of the yuan was allowed to
creep a bit upwards. Still, since introducing the reforms in July
2005, the value of the yuan had only risen 6 percent by the begin-
ning of 2007.2 This was a small increase in the value of the yuan,
especially considering that the Chinese GDP grew in 2007 at a
rate of approximately 10.5 percent, while the U.S. GDP grew ap-
proximately 3.5 percent.?

Despite the Bush administration jawboning with China, the
value of the yuan remained artificially low. Our growing foreign
trade deficit with China plus our continuing budget deficits put
the Bush administration in an uncomfortable position. Increasingly
the goods being sold by our top mass merchandisers are made in
China, while we are going into debt to China to finance our federal
budget deficits.

The Bush administration has followed the theory that allowing
China free and open access to penetrate (and perhaps dominate)
the North American marketplace will engage the Chinese such that
their political allegiance to the United States is more firmly se-
cured. But several key military developments in the past decade
suggest the Chinese are engaged in a military buildup,®* which
would increase their leverage over the United States.

China's Military Buildup

China has devoted much of its newly found economic strength
to building one of the most modern armies in the world. In 20086,
the U.S. intelligence community acknowledged that China has
developed and deployed a series of missiles that would give
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them second-strike capability in any nuclear confrontation with
the United States. Specifically, China has now equipped and
launched their first Type 94 nuclear powered submarines, each
of which carry sixteen J.-2 (DF-31) ballistic missiles, with a
range of eight thousand kilometers. This capability allows Chi-
nese submarines to target large portions of the continental
United States from areas near the Chinese coast. As late as May
2004, the Pentagon had argued that the Type 94 submarine
would not be operational until 2010.

Second-strike capability means that the Chinese mainland
could absorb a U.S. nuclear attack, but China could still retaliate
against the United States. In other words, the Chinese could
launch a nuclear ballistic missile from the ocean, even if al ballis-
tic missiles on the Chinese mainland were destroyed. Possessing
second-strike capability provides China more dangerous options
in any military or political showdown with the United States.

In December 2006, at a meeting of delegates to a Communist
Party conference on the navy, Chinese president and commander-
in-chief Hu Jintao urged building a powerful, modern Chinese
navy that would be prepared for military struggle "at any time."
In comments that were published in the PRCs People's Daily and
People's Liberation Army Daily newspapers, Hu Jintau said: "We
should strive to build a powerful navy that adapts to the needs of

~—ouM-milit&ryVhrstoric mission in this new century and this new

stage." A strong ocean-going Chinese navy would secure China's
international trade and energy routes and present a strong chal-
lenge to the United States over Taiwan. China has consistently
maintained that it would attack Taiwan if the island dared to for-
mally proclaim its independence.

A United States strapped by historically large and growing
trade and budget deficits will be increasingly hard-pressed to
compete militarily with China, especially as the United States re-
mains militarily engaged in the Middle East. Allowing China to
exert an increasing role in North American trade, with a trade
balance constantly flowing in China's favor, is risky policy. What
assurance do we have that China will remain a friend and ally of
the United States?

163



THE LATE GREAT USA

The VAT Menace

Advocates of "free trade" have hailed treaties such as NAFTA
and the WTO. Yet, because most of our "free trade" partners use
a value added tax (VAT), America has been placed at a severe
disadvantage. The United States, virtually alone among the
world's major international trading countries, does not use a
VAT. "Free trade" is certainly not "fair trade" when VAT struc-
tural advantages stack the deck against the United States before
any cards are dealt.

The impact of the value added tax (VAT) on international
trade is complicated. Yet it may be the most important variable
in explaining our expanding trade deficits. The average U.S.
citizen can no longer afford not to understand the VAT, espe-
cially in an era where free trade agreements dominate our inter-
national trade agenda.

The modern VAT was created by French economist Maurice
Lauré in the 1950s. The basic concept is that a "value added" tax
is imposed at each stage in the chain of production of a good or
service.

In a sense, this hides the tax from the consumer. The pro-
ducer builds the price of the tax into his selling price, which
passes the tax along to the consumer at the point of sale. The
amount of the VAT, then, is included as a percentage of the fina
value of the good or service. The VAT is not reimbursed to the
consumer, so at the final point of purchase, the government gets
to keep the VAT once and for all.

A VAT and a sales tax are both "indirect" taxes, in that the
consumer, rather than the producer, pays them. Income taxes, in
contrast, are "direct" taxes in that the tax cannot be shifted to
someone else other than the person producing the income. The
main difference between a VAT and a sales tax is that the VAT is
applied at each stage of production, whereas sales taxes are usu-
ally imposed once, at the final point of sale.

In international trade, countries do not treat indirect taxes and
direct taxes the same, and that differential puts the United States at
a decided disadvantage. The United States does not use aVAT sys-
tem. Some 137 countries, including the EU countries, China, Can-
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ada, and Mexico, have VAT systems. A simplified example may
clarify how VAT systems disadvantage American goods.

On the one hand, an American made car that sells for $23,000
in the United States includes profit for the company and covers
the various tax obligations and expenses for the company. When
the manufacturer exports that car to Germany, the German gov-
ernment adds 16 percent VAT to the $23,000 price, meaning that
the car will be sold in Germany for $26,680.

On the other hand, consider a German car that is sold in
Germany for $23,000 after the 16 percent VAT is imposed. When
the German manufacturer exports that car to the United States,
Germany rebates the 16 percent VAT to the manufacturer, allowing
the export value of the car to be $19,827.59. Moreover, when the
German car is imported to the United States, the U.S. government
does not assess any comparable tax, so the car is allowed to enter
the U.S. market at a price under $20,000.

The system disadvantages U.S. producers two ways. When
exported, the U.S. car starts off with a disadvantage of $3,680 in
Germany because of the VAT. At the same time, the German car,
which sells at home for the same price as the American car sells
in America, sellsin Americafor $3,172.41 less than the U.S. car. In
this example, the total disadvantage American car companies face
is$6,852.41. ’

In effect, the rebate of the VAT to German exporters serves as
a German subsidy for exports, while the imposition of a VAT on
American imports serves as a German tariff. Still, free trade
agreements do not define the VAT as either a subsidy or a tariff,
even though the system demonstrably disadvantages U.S. manu-
facturers both in exporting to VAT countries and in competing
with other countries' exports in the U.S. market.

Here are the crucia points:

e Companies operating in VAT countries enjoy rebates of
VAT taxes on the goods they export. Companies that manu-

facture goods in the United States get no refunds of the state
and federal taxes they pay on the goods they export.

e Imports into VAT countries are subjected to VAT at the bor-
der, while imports into the United States are not taxed at the
border.
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* As aresult, U.S. exports are taxed twice, while exports from
VAT countries are traded free of certain types of taxes.

In an interview with Human Events, Congressman Duncan
Hunter (R-CA) expressed the VAT disadvantage as follows:

We practiced what | call "losing trade"—deliberately losing
trade—over the last 50 years. We need to reverse that. To-
day, other countries around the world employ what they
cal a value-added tax, in which foreign governments re-
fund to their corporations that are exporting goods to the
United States the full amount of their value-added taxes
that that particular company pays in making a product.
They subsidize them. Japan's VAT, | think, is 5 percent or 6
percent. | believe China'sis 17 percent.

When American products hit their shores, they charge a
value-added tax in the same amount. So they enact a double
hit against American exporters. One is that they subsidize
their own imports going out, and the second is that they tax
us going in. The United States doesn't do this.*

As we are the only major international trade country without a
VAT, the VAT system uniquely hampers American exports. The
U.S. simply has no border-adjustable mechanism that can rectify
the disadvantage.

On May 17, 2005, while testifying to the Subcommittee on
Trade of the House Committee on Ways and Means, attorney Te-
rence Stewart of the Washington firm Stewart and Stewart esti-
mated the impact of differential taxation as follows:

On the issue of differential treatment of tax systems, the
U.S. is seriously disadvantaged by the application of WTO
rules on taxes. With 137 countries applying a VAT tax and
a worldwide VAT tax advantage of 15 percent, the U.S.
faces up to $450 billion total disadvantage to U.S. exports
($180 billion) and export subsidies to import competition
($270 billion).

The VAT differential puts U.S. exporters in a huge hole, out of
which it is ailmost impossible to dig. At the same time, the VAT
differential gives those who import into the United States a sig-
nificant edge, virtually assuring their dominance in our domestic
market.
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"Every major trading country in the world economy, except
for the U.S., has a VAT system," notes Auggie Tantillo, executive
director at the American Manufacturing Trade Action Coalition
(AMTAC).*® As Tantillo explained:

The important thing to understand is that the VAT disad-
vantage is a structural impediment or distortion, just like
the currency manipulation China currently exploits by re-
fusing to alow the value of their currency to fredy float on
world currency exchanges. The VAT differentia is not sim-
ply a tangential, frivolous, or superficia thing that a few
countries do here or there, just a minor irritant. The VAT
differentia is a core, driving aspect as to why U.S. compa-
nies find themselves continuously at a disadvantage. If you
extrapolate to the next step, the VAT differentid is a core
reason for why we see this escalating growth in the U.S.
trade deficit on an annual basis.

Ironically, Tantillo argues that the VAT differential is a key rea-

son many U.S. companies move their manufacturing off shore, as

it is more lucrative for them to export into the U.S. market rather

than to operate as U.S. domestic producers. Right now, U.S.

automakers are contemplating closing U.S. plants in favor of

opening plants in China and importing cars to the U.S. market.
Tantillo elaborated:

When you add everything up and start to look at the cumu-
lative effect the board of a U.S. company sitting around a
table has to say, "We can cut our labor costs by 'x' percent,
we can get rid of our health care, we don't have to produce
apension plan, and then we have this VAT situation where
our taxes are rebated to us when we ship to the U.S, the
market we want to impact anyway, so why do we stay here
in the United States? Why not move our manufacturing to
Asia?' The economic analysis just becomes compelling for
many U.S. companies.

In other words, the VAT differential functions as an additional
structural incentive for U.S. companies to move manufacturing to
foreign countries where they can participate in the VAT advan-
tages as importers into the U.S. market. A U.S. company, in other
words, could seek to act as a foreign company in order to get the
benefit of VAT refunds.
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CHAPTER TEN

CHEAP LABOR AND
CHEAP MONEY

"Thefading of communist ideology in China, in contrast, has posed no
threat to the unity of a country with a core Han culture going back
thousands of yearsand, to the contrary, hasspurred a
new Chinese nationalism."

Samuel Huntington, Who Are We? 2004*

THE LOSS OF ECONOMIC POWER to Chinais troubling, but

we have lost something far more precious than political and
economic leverage. Now that the American economy is largely
dependant upon China, America has lost the moral power to de-
mand that China end its human rights abuses. Indeed, U.S. "free
trade" agreements have put the United States in a morally ques-
tionable position, as they have given multinational corporations
permission to push labor costs to levels at or below the minimum
standards of human dignity.

A young peasant in China may face dire choices between
nearly starving in poverty or going into an urban area to work for
pennies an hour. The cruel master of necessity forces these young
people into a dormitory work setting, strips them of human rights,
and subjects them to a grueling schedule where discipline and loss
of pay are an amost inevitable. As the worker "ages" beyond
twenty years old, multinational corporations throw them once
again into the streets, as there is a line of younger, nearly starved
peasants ready to step into thejob.
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In addition, some of the labor in China comes from concentra-
tion camps for political and religious prisoners. As the govern-
ment forces them to live in circumstances that amount to life-long
incarceration on minimum diets and minimum human amenities,
these political and religious prisoners in China face a dire fate
from which they will not emerge alive. The Chinese may even Kill
those less fortunate among the concentration camp "workers,"
should they identify markets in which their internal organs can
be sold for profit.

China, in the fina analysis, is dtill a rigid totalitarian state
controlled by communists. That China has combined profit with
communism does not mean that human rights are suddenly be-
ing honored for its citizens. Religious and political persecutions
occur in China on a daily basis, even if the government keeps
them from the eye of the media. What's more, the reality of
China's situation does not confirm the hype about China devel-
oping a middle class. Citing statistics from the banking group
BNP Paribas, the Chinese Embassy touts that by 2010, some 100
million families will qualify as "middle class," with assets of
620,000 yuan (U.S. $74,700) and an annual income of 150,000 yuan
(U.S. $18,000). Bank Paribas defined this "middle class" group as
"well-educated professionals and white-collar employees (brain
workers)," who "participate in the decision making and man-
agement of companies."? This analysis leaves little promise that
China's "middle class' prosperity will extend to the near-slave
labor that does the manual work.

The United States has rightly decided that slavery of African
Americans is and was morally wrong. Is it now free from moral
blame simply because multinational corporations are exploiting
slaves and near-slaves in a distant country? Are Chinese human
beings less deserving of human respect and human rights than
other races? Multinational corporations intentionally keep these
uncomfortable questions beneath the surface, as they want to
convince U.S. shoppers that the cheap price of retail goods is
worth any human price.
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Wage Exploitation: The Unspoken Goal of U.S. "Free Trade"

The differential in wages to manufacture goods between the
United States and China is extraordinary. The website of the
CANAMEX Corridor Coalition, a trade association that wants to
form a transportation super corridor in the central eastern United
States, highlights this disparity:

» $0.25 Average hourly manufacturing wage in India and China
» $2.10 Average hourly manufacturing wage in Mexico

« $17.20 Average hourly manufacturing wage in United States’

Interestingly, CANAMEX presents these numbers first. Some-
how, CANAMEX concluded that these wage differences would
make their argument for super corridors indisputable. The oppor-
tunity to exploit these cheap wages in China demands better
means to transport Chinese goods into America. Or so the argu-
ment goes.

With these wage discrepancies and a free trade policy that
does not prohibit corporations from exploiting labor in foreign
nations, moving manufacturing to China should be a "no-
brainer" for any multinational capitalist whose only concern is
the bottom line.

Red Chinese Slave L abor

Though most Americans do not want to acknowledge it, the diffi-
cult truth is that China uses slave labor as a means of keeping its
wages as low as possible, so that it can produce goods for the U.S.
market. Much of that slave labor involves political, ethnic, and re-
ligious "criminals.”
It was Mao, in the 1950s, who first established the Chinese
. slave labor camps known as the Laogai. Writing for the Human
Rights Brief at American University's Washington College of Law,
Ramin Pgjan explains that the Laogai system consists of three dis-
tinct types of reform: convict labor (Laogai), reeducation through
labor (Laojiao), and forced job placement (Jiuye).* The political na-
ture of these Chinese prison labor camps is clear: "The PRC [Peo-
ple's Republic of China] uses Lagjiao to detain individuals it feels
are a threat to national security or it considers unproductive."®
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Even when prisoners complete their sentences, the government
still forces some 70 percent to live in assigned locations, where
they continue to work in the prison camps.

Laogai is an abbreviation for Laodong Gaizao, which translates
from Mandarin as "reform through labor/' This cruel slogan ech-
oes the twisted phrase "Arbeit Much Frei" ("Work Will Make You
Free") that the Nazis placed in iron over the entrance to the con-
centration camp at Auschwitz.

Despite efforts by the U.S. government to keep Chinese goods
produced by slave labor from entering the U.S. market, the
Laogai Research Foundation maintains that China represses open
investigation of forced labor camps. As a result, importing goods
created through slave labor continues:

Due to strong resistance from Western nations against
forced labor products, in 1991 China's State Council re-
emphasized the ban on the export of "forced labor prod-
ucts" and stipulated that no prison is allowed to cooperate
or establish joint ventures with foreign investors. How-
ever, the State Council's move was merely a superficial
one, and prisoners today still produce forced labor prod-
ucts in great numbers. The Chinese government grants
special privileges to enterprises using labor camps and
prisons, to encourage and attract foreign investment and
export. Prisoners are forced to manufacture products
without any payment, and are often forced to work more
than 10 hours a day and sometimes even overnight. Those
who cannot fulfill their tasks are beaten and tortured. The
forced labor products these prisoners produce are ex-
ported throughout China and the world.®

The Laogai Research Center "believes that as long as the Chinese
Communist Party's dictatorship exists, the Laogai will continue
to serve as its essential mechanism for suppression and prosecu-
tion/” The Laogai Research Foundation's 2005-2006 Laogai Hand-
book documents over 1,000 Chinese slave-labor prison camps still
operating today, with a prison population that they estimate at
several million.” Even a brief review of the individual prison
camps listed makes clear that the camps produce a wide variety
of products for export, including food products, small manufac-
turing or assembly products, shoes, and other articles of clothing.
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The Laogai Research Foundation stresses that the Laogai sys-
tem, like the Soviet Gulag, violates human freedom: "The Laogai
is incompatible with freedom and democracy/”® As unpopular as
this information may be, the reality is that the Chinese economy
exploits slave labor to produce the goods that mass marketers sell
to their customers across the United States. Nor should we ease
our consciences by assuming that China will necessarily develop
its own strong middle class, despite China's exploitation of work-
ers. The Laogai Research Foundation dismisses the position many
scholars advance that economic development is a catalyst for
democratization and liberalization, arguing that, "The more Chi-
na advances, the more its people are restricted politically and so-
cialy."® The Laogai prison system is both an important tool of
repression for the Chinese Communist Party, as well as an impor-
tant source of revenue.'®

The Laojiao (reeducation through labor) continue to round up
political and religious prisoners, including the Falun Gong and
Christian movements. The Laogai Research Foundation continues
to believe that the Chinese are using lethal injections in hospitals
and "execution vans" to harvest the organs of political prisoners.
This is the dark underside of the Communist Chinese exploitation
of its own population for economic gain. U.S. business leaders like
to project our own ideas and values on their Chinese counterparts,
assuming that as the Chinese understand capitalism, they also ac-
cept our moral values. Instead, the Chinese see only our hypocrisy.
American capitalists, government leaders at the highest level, and
consumers are willing to ignore China's egregious human rights
abuses as long as the entrepreneurs make profits, the government
officials get campaign contributions, and the consumers are able to
buy cheap goods.

A U.S.-China Security Review Commission Policy Paper on
Prison Labor and Forced Labor in China concluded that the U.S.
Customs Service "cannot conduct independent investigations in
China" to determine if goods imported into the United States
were made in Chinese forced labor camps.*' Despite numerous
treaties, memoranda of understanding, and laws, the commission
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concluded that China simply refuses to supply the information
needed to make factual determinations.

The 2005 Annual Report of the Congressional-Executive
Commission on China concluded that: "Forced labor is an inte-
gral part of the Chinese administrative detention system, and
child labor remains a significant problem in China, despite being
prohibited by law."*?

Chinese "Under-Market" of Near-Slave L abor

Just above the slave labor camps is a vast Chinese under-market
where millions of Chinese work for meager wages under abusive
work conditions. Today China makes approximately 75 percent
of the world's toys.”® As noted by the Asian Human Rights
Commission (AHRC),* U.S. companies such as Disney, Mattel
(maker of the Barbie doll), Hasbro, McDonald's (Happy Meal
toys), and Warner Brothers utilize factories in China to produce
toys for virtually every major U.S. retailer, including Toys-R-Us,
Wal-Mart, and Target.® Still, the AHRC documents that working
conditions in the Chinese toy manufacturing industry are abys-
mal, just one notch above twenty-first century slave trade stan-
dards. The AHRCs description of the situation included the
following list:

» Average age of aworker in atypical Chinese toy factory: be-
tween twelve and fifteen years old

 Typical wage of workers in Asian toy factories: from as little
as six cents an hour up to forty cents an hour

» Typical number of hours worked in a day during busy peri-
ods: up to nineteen

» Typical number of days worked per week: six

* Young workers work al day in 104-degree temperature,
handling toxic glues, paints, and solvents

» Workers weakened by illness and pregnant workers, who
are supposed to have legal protection, are forced to quit

» The typica profile of workers in these factories is single
young women migrants from rural areas who have come to
the cities in search of jobs
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With over one billion Chinese vying for existence, the Chinese
under-market thrives in a competitive environment that results
from an over-supply of labor. One mistake can exclude an un-
educated and unskilled worker from future employment, espe-
cially when thousands wait in line for the job.

What's more, it is clear that the Communist Chinese are con-
tinuing to persecute Falun Gong cult practitioners. Canadian
human rights lawyer David Matas and former Canadian MP
David Kilgour released a report in July 2006 alleging that the
Communist Chinese harvest organs by murdering imprisoned
Falun Gong practitioners.'® The report's conclusions were clear:

We believe that there has been and continues today to be
large scale organ seizures from unwilling Falun Gong
practitioners.

We have concluded that the government of China and its
agencies in numerous parts of the country, in particular
hospitals but also detention centres and "people's courts,"
since 1999 have put to death a large but unknown number
of Falun Gong prisoners of conscience. Their vital organs,
including hearts, kidneys, livers, and corneas, were virtu-
ally simultaneously seized involuntarily for sale at high
prices, sometimes to foreigners, who normally face long
waits for voluntary donations of such organs in their
home countries.”

The black market in organ purchases remains largely under-
ground, hidden from public view. But do we really think a bright
moral line exists between using Chinese slave labor—a form of
slow death for the abused under-market workers—and outright
murder of political prisoners to meet the market's demand for
human organs?

Michael Wolf's*® photographs of under-market labor in
China are not so different from the photographs of Lewis W.
Hine' and Jacob Riis®® who documented the human exploita-
tion in this country prior to the rise of the U.S. labor movement.
But if China ever introduced human rights considerations into
their labor markets, capitalists would simply move on to the
next market where slaves could be found—Indonesia, the Mid-
dle East, or Africa
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New Balance Athletic Shoes Made in China—A Case Study
in Workers' Rights Abuse

An international workers' advocacy report by the National Labor
Committee (NLC) and China Labor Watch (CLW) charges that
New Balance is still making athletic shoes for the U.S. market in a
Chinese sweatshop where the human rights of workers are regu-
larly abused.?

Despite these allegations, The La Salle Bank Chicago Marathon
on October 22, 2006, accepted New Balance for the ninth year as
the officia apparel and footwear sponsor for the marathon.?

Published in February 2006, the NLC and CLW workers'
advocacy report analyzes the Li Ka Factory Number 5, using
worker testimony and extensive photographs. The Li Kai Fac-
tory Number 5 produces shoes for New Balance in China. The
workers’ advocacy report documents the low wages the com-
pany pays workers:

The major component in the Li Ka Factory Number 5,
which produces for New Balance, is the very low w'ages,
which are well below subsistence levels. The base wage at
Factory Number 5 isjust 40 cents an hour and $3.22 a day.
After mandatory deductions are taken out for dorm and
food expenses, the workers' wages actually drop to 32 cents
an hour, $2.55 a day, and only $12.92 a week.

In response to these charges, New Balance management pointed
out their company's code of conduct with respect to Chinese
workers:

The New Balance Athletic Shoe, Inc., operates with the
highest ethics and stands for integrity of people and prod-
uct. We have a strong compliance program and aggres-
sively promote our standards and monitor supplier
factories continuously with a full compliance team in
China. Our standards are rigorously applied through a
process which includes training, establishes standards of
performance, sharing of ideas and methods for compli-
ance, monitoring by New Balance, and monitoring by an
independent third party. «
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Interestingly, the NCL/CLW report comments that New Bal-
ance's corporate compliance policy tends to suffer when trans-
lated into Chinese:

In fact, when it comes to the core internationally recognized

right to organize independent unions, New Balance allowed

subtle but significant changes to be made in the Mandarin
translation of its code of conduct. Whereas the English ver-

sion reads: "There shall be no discrimination against work-

ers based on political affiliation or union membership/' the
Mandarin translation removes "union membership" and in-

serts "membership in a social organization." It is the same

with the right to freedom of association. The English ver-

sion reads: "employees shall respect the right of workers to

join and organize associations of their own choosing, and to

bargain collectively." The Mandarin version reads: "...join

and organize legal associations or social organizations in-

cluding the right to bargain collectively." Of course, inde-

pendent unions are not legal in China.

The report notes that these subtle changes are not innocent: "The
Li Kai workers have no rights, least of al the right to form an in-
dependent or real union and to bargain collectively/’

On August 30, 2006, Charles Kernaghan, executive director of
the National Labor Committee explained that compliance state-
ments such as that issued by New Balance are intended primarily
for public relations in the United States. "The companies like New
Balance do not take seriously their own compliance statements/’
Kernaghan said.

The workers' advocacy report details human rights abuses at
the Li Kai factory. Like many other shoe, garment, and toy facto-
riesin China, Li Kai prefers to hire young women. Approximately
80 percent of Factory Number 5 workers are women, and the vast
majority of those are between eighteen and twenty-three years old.
Researchers found two workers who were just fourteen years old,
a clear violation of China's own labor law.

The NCL/CLW report produces a sample worker's pay stub,
which documents the mandatory deductions for room and board.
Workers at the New Balance factory work ten hours a day, Mon-
day through Friday, with an additional eight-hour overtime shift
required on Saturdays. As the report notes:
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Many women—especially those who had to work standing
up al day—complained about the exhaustion of regularly
working a ten-hour shift with just a half hour off for lunch.
When these workers end their shift, their legs and backs are
"unbearably sore/'

New Balance workers at the Chinese factory who are getting mar-
ried or attending funerals "are either forced to skip work or to re-
quest specia time off—of course, without pay/’ The workers do
not receive annual vacations, even though the Li Ka Company
manual specifies that workers are entitled to paid annual vaca
tions. The company does not give employees pensions, and it was
"unclear" to NCL/CLW researchers whether New Baance work-
ers received any health insurance or work injury insurance.

The penal code makes the harsh conditions explicit. New Bd-
ance fines workers if;

they walk off the sidewalk, drop a candy wrapper, leave a
shirt on their bunk bed, use electricity for personal reasons,
talk back to supervisors, try to organize or fail to sweep and
mop their room three times a day. The military-like lists of
factory rules and regulations are long, intrusive, and de-
meaning, and the fines are harsh.

Deductions of wages for disciplinary purposes further reduce the
pay of workers at Li Kai.

The report's conclusion on the dehumanization of New Bal-
ance workersin the Li Ka environment was severe:

At the center of the new corporate world order—as evi-
denced by the collaboration of New Balance and the Li Kai
Shoe Company in China—is the complete dehumanization
of the workforce. In this new corporate world order, young
workers living and working in huge gated industrial zones
have no rights and no voice, with every second of their lives
micro-managed in a demeaning and humiliating manner
through an endless list of military-like rules and regula-
tions, backed up by serious fines and punishment. New
Balance says these are "model factories," but in reality they
far more resemble minimum security prisons.

Not only is the work environment oppressive; life in the dormsis
equally punitive. Again, quoting from the NCL/CLW report:
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Of course, by forcing the workers to clean the company’'s
dormitories—or risk serious fines—Li Ka management
saves money in cleaning bills. But management is also using
a shell game, with the workers’ own money, to pit the
workers against each other to make certain they go about
their cleaning with real enthusiasm. Management has de-
veloped a point system of merits and demerits to judge each
room's cleanliness. So a "dirty floor," "stuff on or under the
bed not put away," "using electricity for personal pur-
poses," and "dirty doors or withdows" will each be met with
one or two point demerits for each roommate.

In this punitive environment, fines and demerits can easily cost
the worker what amounts to one or more days' pay.

The NCL/CLW report also documents a January 16, 2006,
meeting where a New Balance corporate team from the United
States was met by upwards of four thousand cheering Li Kai Fac-
tory 5 workers in a carefully rehearsed show designed for the
sake of public relations. As the report makes clear, in the days
leading up to the arrival of the New Balance management team,
"the workers were required to practice twice daily, including get-
ting up early, rehearsing how to assemble in huge color-
coordinated blocks and rows according to their uniform colors."

At the public meeting with New Balance managers, a group
of workers made up their own chant: "New Balance, New Bal-
ance is the number one hirer of prostitutes! Li Kai has the lowest
wages! Di Chang, Di Chang manufactures crap!" "Di Chang" is
a pejorative reference to the factory, roughly translated as "last
factory." A photograph shows the U.S. executives sitting in
chairs at the front of the group meeting, applauding as the
workers chanted.

Charles Kernaghan explained that the markup on New Bal-
ance athletic shoes manufactured in Chinais enormous:

We find the shipping documents on the sneakers entering
the U.S. and the total cost of production—direct labor, indi-
rect labor, materials, shipping costs, and profit to the fac-
tory—including every conceivable cost the sneaker comes
into the U.S. at something like $14.61 a pair. The sneakers
then sell at retail for $135.00. So this is an 824 percent
markup. That's why the sneaker companies go to China.
The workers are paid at below subsistence levels and are
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made to live in dormitories in inhuman conditions, charged
for their food, utilities, and housing in the dorm.

A statement on the New Balance website notes that worldwide
sales in 2005 totaled $1.54 billion, while domestic U.S. sales to-
taled $1.09 billion.?®

The message on the website of the 2006 La Salle Bank Chicago
Marathon seems inconsistent with New Balance's record of
workers' human rights and labor rights abuses.

The word is out in many languages about a magnificent
marathon that is run each October in one of the world's
great cities, situated in America's heartland. The message to
runners from Afghanistan to Zimbabwe, Alabama to Wyo-
ming and all points in between is "come to Chicago, enjoy
al that the city has to offer, have a memorable race and tell
your friends about it."

Unfortunately, none of the workers making New Balance sneakers
could reasonably expect to attend the festivities at the marathon.

America Outsources Manufacturing

Not only have 'Tree trade" agreements placed America in a ques-
tionable moral situation: they have also been a disaster for U.S.
manufacturing. As a result of NAFTA, CAFTA, and the World
Trade Organization (WTO), millions of manufacturing jobs in the
United States have gone overseas.

According to the Economic Policy Institute (EPI), as a per-
centage of our economy, international trade has doubled. This
growth, though, has come only at the expense of massive U.S.
trade deficits and a rapid out-flow of manufacturing jobs. EPI
documents that, "For working Americans, the effects of the
enormous growth in foreign trade have been mostly negative,
resulting in the loss of good-paying manufacturing jobs, signifi-
cant downward pressure on wages, and increased inequality."
Between 2000 and 2005, more than three million manufacturing
jobs have disappeared from the U.S. economy. Today, about half
of al U.S.-owned manufacturing production is now overseas.?*

Even though productivity in the U.S. economy has grown
dramatically over the past twenty-five years, the wages and bene-
fits of non-supervisory workers—who constitute about 80 percent
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of the U.S. workforce—have been stagnant. EPI notes that "in the
past twenty-five years, the economy has expanded steadily and a
better-educated workforce has become far more productive but
without sharing the nation's economic growth."* Open borders
increase the impact on the bottom tiers of U.S. employment, as
millions of uneducated Mexicans pour into the labor market at
the lower skill levels.?®

The American Manufacturing Trade Action Coalition (AMTAC)
documents that the United States now has fewer manufacturing jobs
than we had in 1950.%" Job creation has been in the government sec-
tor or in the lower skilled, lower paying job classifications. Even
those areas where Americais currently thriving may be in danger.
Recent reports indicate that China's "soaring spending on technol-
ogy research and development now exceeds that of Japan,” and
will pass the EU in four years and the United States in seven years.
This is bad news for technology industries, where until recently the
United States has maintained a lead.”®

U.S. Middle Class Squeezed in Income Gap

The loss of jobs overseas has widened the income gap in America.
The income gap is a measure of the earnings and net worth of the
top tiers of society versus the middle class and the poor. Accord-
ing to Federal Reserve Bank data, in 2004 the top one-fifth of
American households held 80 percent of the nation's net worth
and 50 percent of the nation's income.” The Economic Policy In-
stitute rankings of states according to the income gap between
the top 5 percent of families and the bottom 20 percent reveal that
Arizona has the worst income gap; the average income of the top
5 percent of families is $223,081 and the average income of the
bottom 20 percent is $15,719.* The state with the least wide in-
come gap is Wyoming, but even the top 5 percent earns an aver-
age of $145,587 and the bottom 20 percent earns $18,171.

Put simply, the U.S. economy is losing middle-class jobs. Un-
ion manufacturing and construction employees who once could
earn upwards of $20 an hour must now compete with illegal im-
migrants for non-union jobs that may pay $8 an hour. Middle-class
workers who lose manufacturing jobs may not be permanently

181



THE LATE GREAT USA

unemployed, but the replacement jobs are typically lower skilled
and lower paying opportunities. As the U.S. economy moves to-
ward a globa economy, the very middle class to whom the multi-
national corporations are expecting to sell under-market goods will
continue to erode. Evidently, the anticipation of the multinational
corporations is that the retail market is large enough that erosion in
middle-class jobs and a growing income gap will not undermine
their ability to sell internationally manufactured goods at a profit.

But while the middle class has been shrinking, the Federal Re-
serve has kept interest rates low, stimulating the post-9/11 eco-
nomic recovery and buoying the stock market. Profits and bonuses
in the multinational corporations and Wall Street investment banks
have been at al time highs since around 2004 or 2005.

Still, the party at the top cannot go on forever, not if the cur-
rent trend to outsource manufacturing overseas continues and
the bottom rungs of employment classifications continue to dete-
riorate. No one should have any doubt that the higher income
opportunities in the future will be primarily for the well educated
and the higher skilled. CEOs and Wall Street investment bankers
will be compensated in the millions, while blue collar workers in
states like Ohio and Michigan will wonder how they to survive.

Even Federal Reserve Chairman Ben Bernanke has begun
sounding the alarm bell. In a speech to the Greater Omaha
Chamber of Commerce on February 6, 2007,*! Bernanke warned
that rising income inequality in the United States "has been evi-
dent for at least three decades, if not longer.” In the speech, Ber-
nanke directly discussed effects related to globalization. He
noted, for instance, that the influx of low-skilled immigrants into
the United States has reduced the relative wages of less skilled
U.S. workers. Yet, expectedly, Bernanke concluded on the side of
favoring globalization. He grudgingly acknowledged that "the
advent of new technologies and increased international trade can
lead to painful dislocations as some workers lose their jobs or see
the demand for their particular skills decline." Yet he held the
line that "hindering the adoption of new technologies or inhibit-
ing trade flows would do far more harm than good, as technol-
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ogy and trade are critical sources of overall economic growth and
of increases in the standard of living/’

Still, that the Federal Reserve chairman would comment on
the income gap at all was significant. In the first term of the Bush
administration, liberal Democratic Party politicians who typically
wanted to attack the Bush tax cuts were the only ones to raise
concern about the income disparity in America. That Chairman
Bernanke has delivered a speech on the topic strongly suggests
that the concern has percolated over to the more conservative
Republican Party base.

A robust stock market since 2005 indicates that multina-
tional corporate profits have been high. At the same time, hous-
ing starts in the U.S. economy have declined and home
foreclosures are increasing. The rates of middle-class household
debt and debt payments are at record levels. If the economy
were to go into recession, we would most likely experience the
unusual phenomenon of seeing high rates of inflation accompa-
nied by increasing unemployment, especially among middle-
income workers.

China's enormous population and its blatant disregard for
its citizens’ most basic rights give it an enormous advantage
over the American economy. The more companies move to Chi-
na for the cheap labor, the more they compromise their moral
status. At the same time, they endanger the livelihood of the
very middle class to which they typically sell their products.

China's advantage is a result of the globalization policies pur-
sued in America over the course of the last several years, and itis
an advantage that is not going to go away soon. This advantage
has already given China a significant upper hand in the econo-
mies of North America, and further opening North America to
trade from China will only increase that advantage at the expense
of the poorest North American workers.

Supporters of a North American community argue that, once
the United States enters the supra-national marketplace, Ameri-
cans stand to reap great economic benefits. However, the cost is
too high in terms of national security and in terms of the loss of
American jobs to foreign workers—especially from China. Giving
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China so much control over our trade—especially imports—and
other nations so much control over our transportation systems, as
proposed under the SPP, means also giving foreign entities con-
trol over American security and the economic and political fu-
tures of American citizens. In effect, Americans would hand over
our sovereignty and our very way of life to those whose only in-
centive to protect our rights will be their own economic interests.
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QINA'S ECONOMIC ADVANTAGE would only widen
ith the emergence of a North American Union. In a North
American Union/ the economic future of the United States would
be closely tied to that of Mexico and Canada. The creation of an
NAU would lead to greater political and judicial integration with
our North American neighbors, as well—just as it did in Europe
beginning fifty years ago. If Americans do not wish to follow the
EU model, we must demand accountability from our politicians
and business leaders. We must demand our right to see the pros-
pect of entering a North American Union brought before the
American people and their elected representatives for an open
referendum and a national vote.

Robert Pastor has led the charge to establish the intellectual
groundwork, arguing not only for the creation of a North Ameri-
can community, but for the adoption of the amero as a North
American regional currency. Like Jean Monnet who coaxed
Europe from an economic coa and steel agreement into a politi-
cal regional government, Robert Pastor has championed the cause
of following a similar incremental path on this continent. The
theories Pastor nurtures and espouses are beginning to transform
from mere talk among ivory tower elites to action within the gov-
ernments and corporate structures of Mexico, Canada, and the
United States.

Since the Waco Declaration established the SPP, a framework of
bureaucratic working groups has systematically "integrated" and
"harmonized" the administrative laws and regulations of Mexico,
Canada, and the United States. This work has proceeded largely be-
low the radar of public opinion, but the results are noticeable. The
SPPis slowly evolving into the North American Union.

"Trusted trader" and "trusted traveler" programs are already
firmly in place and Mexican trucks cross our borders in FAST lanes
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to run their long-haul rigs throughout the United States. Our
transportation structures are being reconfigured to accept an un-
precedented volume of international trade, largely witnessed in
millions more containers from China pouring into north-south su-
per corridors linked to ports in Mexico, along the Gulf of Mexico,
and on the East Coast. While a North American Union is not inevi-
table, it is plausible given the actions of current and previous ad-
ministrations.

The profound changes in the United States should be appar-
ent to any American who has seen their job travel overseas or
who has already lost their job to illegal immigrants at home. In
the spring of 2006, hundreds of thousands of illegal immigrants
filled our city streets, marching under the Mexican flag and de-
manding all the rights U.S. citizens enjoy. Meanwhile, the income
gap between the very rich and the very poor is growing. How
many generations will it take for the American economic profile
to resemble that of Mexico?

Skeptics, of course, have charged that the Trans-Texas corridor
isjust another highway project, and that the amero is nothing more
than the idle speculation of a few economists. So what if free trade
eliminates an increasing number of manufacturing jobs, the critics
argue. The middle class will benefit from the cheaper consumer
goods that will result from improved transportation routes.

But several lingering questions have upset the calm of even the
most determined skeptics.

* Why are our borders still open, despite serious threats?

* Why are law enforcement agents on the border prosecuted
while U.S. attorneys protect the civil rights of fleeing drug
smugglers, al at the insistence of the Mexican government?

« Why does China enjoy one-sided advantages, built into the
very fabric of every "free trade" agreement?

When examining these controversies, the light bulb finally turns
on for many skeptics who realize that the three presidential ad-
ministrations since the passing of NAFTA have pursued strate-
gies consistent with precipitating a merger of the United States,
Mexico, and Canada. While this realization can be disconcerting,
recent developments at the grassroots and at the policy and po-
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litical leadership levels are encouraging. Among these is a strong
grassroots reaction to recent outrages involving the policing of
our border with Mexico.

Mexico Demands Prosecutions of U.S. Border Patrol Agents

Two separate cases have focused many Americans' attention on
the Bush administration's lack of protection of our Southern bor-
der. In both cases U.S. Attorney Johnny Sutton in El Paso decided
to protect "the civil rights" of illegal immigrants, even when they
were involved in smuggling large quantities of marijuana into the
United States.

Sutton has close ties with President Bush. From 1995 to 2000,
Sutton served as the criminal justice policy director, advising
Governor George W. Bush on criminal law. Sutton has also
served as chairman of the Attorney General's Advisory Commit-
tee, which plays an important policy role in making svire the De-
partment of Justice carries out the president's objectives in federal
criminal law enforcement.

On February 17, 2005, just south of El Paso, Border Patrol
agents Ignacio Ramos and Jose Compean fired their weapons on
a fleeing illegal alien, Osvaldo Aldrete-Davila. Aldrete-Davila
had abandoned a Ford Econoline van filled with 743 pounds of
marijuana. He was hit in the left buttocks by a shot that traversed
his groin and lodged in his right thigh. The medical evidence was
consistent with him being shot from the side, not from behind as
some of his apologists had claimed. The Border Patrol officers
both maintained that Aldrete-Davila was armed and that he had
pointed a shiny object at them that they had taken to be a
weapon. Aldrete-Davila escaped into Mexico and was picked up
south of the Rio Grande. Since he was not apprehended on the
scene and frisked, no one will ever know if Aldrete-Davila was
armed that day.

Because they discharged their weapons, officers Ramos and
Compean were convicted in a criminal trial and sentenced to
eleven and twelve years in federal prison respectively. Aldreta-
Davila retained a U.S. attorney and sued the Border Patrol for $5
million for violating his civil rights.
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In another case, on April 14, 2005, in Rocksprings, Texas, one
Ms. Garcia was an occupant of a speeding blue Chevrolet Subur-
ban full of illegal Mexican aliens. The driver of the car attempted
to run over Sheriffs Deputy Hernandez after he stopped the ve-
hicle for running a stop sign. When Hernandez fired his weapon
at the rear tires of the Suburban, a bullet fragment hit Ms. Garcia
in the mouth, cutting her lip and breaking two teeth. Deputy Her-
nandez was convicted of violating her civil rights.

Both cases produced outrage in the United States. Why were
the Border Patrol agents in federal prison while the illegal aliens
were set free and, in one case, stood to gain as much as $5 million
from a lawsuit contesting civil rights supposedly reserved for U.S.
citizens? Why was a twenty-five-year-old deputy's sheriff sent to
federal prison for shooting at the tires of a speeding van full of ille-
gal aliens after the van refused to stop and the driver attempted to
run him down?

In both cases, the explanation was the same. The Mexican con-
sulate had intervened, formally demanding that the U.S. Justice
Department prosecute the law enforcement officers to protect the
"rights’ of Mexican citizens illegally in the United States.* In both
cases, President Bush and the Department of Justice under Attor-
ney General Alberto Gonzales complied with Mexico's demands.
Investigations in both the Gilmer Hernandez case and in the
Ramos-Compean case began only after the Mexican consulate in-
tervened and demanded that President Bush take action.

Congress was outraged when the Mexican consulate's in-
volvement came to light. Representative John Culberson (R-TX)
said he had "long suspected that Mexican government officias
ordered the prosecution of our law enforcement agents." Culber-
son's explanation was that "Mexico wants to intimidate our law
enforcement into leaving the border unprotected, and now we
have confirmation of it in writing."? Congressman Ted Poe (R-TX)
concurred. "The Mexican government should do more to keep il-
legals from Mexico from crossing into the United States, especially
drug dealers, rather than be concerned about our border agents."
Poe was angry at seeing written confirmation of Mexico's interfer-
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ence. "The U.S. Justice Department should not be working for the
Mexican government/' he told the press.?

Mexico's intervention into American border law enforcement
is another indication of our gradual ceding of our sovereignty.
Our government has lost the resolve to secure our borders and to
enforce our laws. The message from the White House to the Bor-
der Patrol and all other law enforcement officers couldn't be
clearer: When it comes to illegal aliens, "hands off." After the
Hernandez case and the Ramos-Compean imprisonment, al law
enforcement officers encountering illegal aliens now must con-
sider the political ramifications of their actions. If they discharge
their weapons in the wrong situation, even if the officer has le-
gitimate reasons to fear for their life or the lives of others, they
could end up in federal prison

Of course, this "chilling effect" was exactly what Mexico
hoped to achieve. After these very public prosecutions of U.S. law
enforcement agents, the borders with Mexico and Canada were
wide open.

Meanwhile, President Bush has continued his plea that Con-
gress enact a "comprehensive immigration reform" bill that has
become a codeword for legislation that includes both guest worker
and "pathway to citizenship” provisions. Many conservatives con-
tinue to argue that both provisions amount to an amnesty. The
prosecution of the law enforcement agents in the Ramos-Compean
and the Hernandez cases forced many Americans to conclude that
President Bush's determination to pursue open border policies has
trumped backing enforcement of immigration laws.

Supporting law enforcement on the border should be one of
America's top priorities. In addition, America needs to remind
Mexico that it is primarily their responsibility to keep illegal im-
migrants out of the United States. That Mexican officias can
make demands on the Department of Justice shows how dimin-
ished our will to enforce our own laws has become.

A Free Trade Advocate Reevaluates

Another recent development in the globalist debate is the shock-
ing reversal of Princeton economist Alan S. Blinder on free trade.
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For decades, Blinder had been one of the most influential advo-
cates of free trade, while he served as a vice chairman to the Fed-
eral Reserve Board and as he advised Democratic presidential
candidates. Yet on March 28, 2007, the Wall Sreet Journal pub-
lished a front-page article broadcasting Blinder's sudden warning
that the very outsourcing he had advocated could place as many
as 40 million U.S. jobs at risk of being shipped out of the country
in the next decade or two.* The warning was shocking, as 40 mil-
lion jobs is more than double the total number of U.S. workers em-
ployed in manufacturing today.

Blinder further acknowledged that the economic pain in-
flicted when workers lose jobs to foreign countries may be far
more disruptive than free trade globalists have so far admitted.
As an aide to President Clinton, Blinder had helped sell NAFTA
to Congress. Now, as the impact of outsourcing reaches beyond
manufacturing to include high-tech production and technologi-
cally driven service support, Blinder has begun to worry that mil-
lions of Americans have only begun to experience the painful
dislocations and readjustments that the very free markets he ad-
vocated often demand.

Furthermore, Blinder worried that the U.S. educational system
would not be able to readjust fast enough, if at all, to train U.S.
youths to compete in the type of global market our free trade
agreements have created. In this global market, Blinder argued,
even having a college education might not be a "silver bullet/' not
when computer-proficient labor in countries such as India is avail-
able to do the job for a fraction of the cost. Blinder cautioned politi-
cians that as the impact of outsourcing expands beyond blue-collar
manufacturing to include college-trained specialists, the vocal po-
litical opposition should be expected to intensify.

Opposition in Congress Grows

The good news is that opposition to the emerging North Ameri-
can Union is also growing in Congress. On January 22, 2007,
Congressman Virgil Goode (R-VA) introduced House Concurrent
Resolution 40 (HCR 40) to express the sense of Congress that the
United States should not engage in the construction of a super

190




CONCLUSION

corridor system or enter into a North American Union with Mex-
ico and Canada.

HCR 40 charges that "the actions taken by the SPP to coordi-
nate border security by eliminating obstacles to migration between
Mexico and the United States actually makes the U.S.-Mexico bor-
der less secure because Mexico is the primary source country of
illegal immigrants into the United States."

The resolution calls for Congress to express its sentiment that:

1. the United States should not engage in the construction of a
North American Free Trade Agreement (NAFTA) Super-
highway System;

2. the United States should not allow the Security and Pros-
perity Partnership (SPP) to implement further regulations
that would create a North American Union with Mexico
and Canada; and

3. the president of the United States should indicate strong
opposition to these acts or any other proposals that threaten
the sovereignty of the United States.

Congressman Goode introduced two additional bills into the 110"
Congress, with the intent of blocking the North American integra-
tion the Bush administration is pursuing. The two additional reso-
lutions are:

* HCR 18. Expressing disapproval by the House of Represen-
tatives of the Socia Security totalization agreement signed
by the commissioner of Socia Security and the director gen-
eral of the Mexican Social Security Institute on June 29, 2004.
Joined by 27 co-sponsors. Introduced on January 4, 2007.

* HCR 22. Expressing the sense of Congress that the president
should provide notice of withdrawal of the United States
from NAFTA. Co-sponsored by Congressman Walter Jones
(R-NC). Introduced on January 10, 2007.

HCR 40 drew five co-sponsors, al Republicans: Representatives
John J. Duncan, Jr. (R-TN), Virginia Foxx (R-NC), Walter B. Jones,
Jr. (R-NC), Ron Paul (R-TX), Cliff Stearns (R-FL), and Zach Wamp
(R-TN).
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Anti-NAFTA Superhighway Bills

Opposition is growing outside of Congress as well. On February 20,
2007, Oregon joined a growing list of states that have introduced
motions opposing the North American Union and NAFTA super
corridors. The state legislatures of Arizona, Missouri, South Caro-
lina, Utah, Virginia, and Washington have introduced similar bills.

The resolutions introduced into state legislatures suggest that
the anti-NAU, anti-NAFTA super-corridor movement is taking
hold of the grassroots. Fifty years ago, no message permeated the
United States unless the mainstream media covered it. Today
grassroots movements can become major political forces as the
word spreads through talk radio and on the Internet.

There is no reason to go blindly into the brave new world of
the North American Union if the American people take the time
and make the effort to inform themselves. An informed American
people will demand that their politicians come out of the shadows
and openly state their support for SPP and the North American
integration occurring under its watch.

Those who want to make sure a North American Union never
forms have a responsibility to support those in Congress who are
introducing resolutions against it. Ultimately, if Congress lives up
to its oversight responsibilities, congressional hearings examining
the SPP are in order. With its power of subpoena, Congress should
be able to get from SPP a full range of documents that have not
been forthcoming despite vigorous FOIA requests launched by
Judicial Watch and others. This documentary record is crucia to
form a series of inquiries so questions can be asked of SPP partici-
pants and other government officials in public hearings.

Call to Action

Americans can still affect the political scene. Most congressional
offices are relatively small, generally with room for only about a
half dozen staffers. Even a dozen calls on a particular theme to a
congressional office are typically noticed. One hundred calls in any
given day can virtually tie up the congressional receptionist,
threatening to throw the office into communications gridlock. Op-
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position to SPP is growing in Congress. Now is the time to add
momentum to that movement!

Demanding congressional legislation that will repeal NAFTA
is the surest way to bring a halt to North American integration. If
congressional hearings can be held on the proposed legislation, the
many important issues of integration will be brought into the pub-
lic eye. NAFTA passed not as a treaty, but as simple legislation,
and consequently can be overturned as such.

With NAFTA and CAFTA repealed, congressional authoriza-
tion for SPP will clearly be erased. But in order to ensure that this
is the case, any hbill repealing NAFTA and CAFTA should also in-
clude a directive that the United States withdraws from the three
country "working groups" now organized under SPP.

Next, all U.S. "free trade" agreements need to be modified to
eliminate structural discrimination against U.S. exports, such as the
differential application of value added taxes by over 137 nations.
Key to these modifications should be language that prohibits the
abusive use of human labor. In the aftermath of the Civil War, the
United States declared that exploitation of African American slaves
was morally wrong and that African Americans should receive full
rights of citizenship. America must similarly declare that exploita-
tion of Chinese slaves or near-slaves is also morally wrong, along
with the exploitation of any other workers anywhere in the world.
If we have to pay more for electronics, clothes, and food, so be it.
The exploitation of labor for the maximization of profit has never
been a morally acceptable proposition and it should not be today.

Withdrawing from the World Trade Organization would also
make clear to globalists that the United States is going to protect its
own economy first and make sure our political institutions remain
sovereign. The United States can participate in world trade with-
out being a member of the WTO. Rather than complying with
WTO rules that impose an authority over U.S. laws and regula-
tions, we should seek to work with free trade partners who are
willing to accept our renegotiated "fair trade” agreements.

Ultimately, the best way to stop the incremental movement
from NAFTA into a regional structure of administrative law and
regulations is to shut down SPP. The United States has survived
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for over two centuries without reforming our executive bureauc-
racy into three country "working groups/' Dialogue with Mexico
and Canada can go forward, but in order to change U.S. regula-
tions, the executive branch must submit new laws to Congress or
ask the Senate to ratify the required treaties. The president and the
executive branch must return to an environment in which congres-
sional oversight and public disclosure are taken as serious obliga-
tions. A transparent executive branch openly communicating with
Congress and the U.S. public will eliminate any concern that
Americais unwittingly handing over its sovereignty.

Under SPP, we face a "brave new world” where our borders
will be open to unrestrained immigration while our infrastructure is
auctioned off to international investment consortiums, packaged as
"public-private partnerships/' and sold as necessary to maintain our
"security" and "prosperity.” If our infrastructure is a good enough
investment that investment bankers can package deals for foreign
investors, why can't deals be packaged for U.S. citizens and our ex-
isting state and local governments? Multinational corporate profits
are important, but not at the expense of a strong U.S. middle class or
the destruction of a manufacturing base within the United States.

Reject the SPP, oppose the NAU, and say "no" to NAFTA super
corridors. These are the steps we must take if we are to avoid a re-
gional government along the lines of the European Union. Those of
us who want to preserve, protect, and defend a sovereign United
States of America see our future in building a strong U.S. economy.
The merger of the United States, Mexico, and Canada can be re-
versed. Yet the time to do so is growing short. At stake is nothing
less than the continuance of an economically strong and politically
sovereign United States that we cherish for ourselves, for our chil-
dren, and for generations to come.
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