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e U.S. BANKRUPTCY COURT, SDNY

GENERAL MOTORS CORP., ET AL.,

DEBTORS

DESIGNATION OF ITEMS TO BE INCLUDED IN THE RECORD
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LION pgl para 5
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OTHER ISSUES

A VIOLATION OF FEDERAL LAW AND NONB
EXERCISED BY THE EXECUTIVE BRANCH BY
THIS SALE. CONSTITUTIONAL QUESTIONS A
REQUIRE WITHDRAWAL TO THE DISTRICT C
UNITED STATES COURT OF APPEALS, OF ISS
REQUIRE A BANKRUPTCY JUDGE TO ENGAG
INTERPRETATION, AS OPPOSED TO SIMPLE
LAWS APART FROM THE BANKRUPTCY STA
NEW YORK V. EXXON CORP., 932 F.2d 1020,

ANKRUPTCY LAW IS BEING
7 ITS USE OF TARP FUNDS IN
\RE RAISED. 28U.5.C. 157(d)
OURT, OR DIRECTLY TO THE
UES THAT WOULD OTHERWISE
’E IN SIGNIFICANT
APPLICATION, OF FEDERAL
TUTES. exhibit Z 12 CITY OF
1026 2d Cir. 1991

STATEMENT OF IS

TARP WAS ENACTED BY THE HOUSE OF R
THE PRESIDENT IN OCTOBER 2008. THIS TAR
TROUBLED ASSETS OF FINANCIAL INSTITU1
WHICH DEFINES AS “ANY INSTITUTION, INC
ANY BANK, SAVINGS ASSOCIATION, CREDT]
DEALER, OR INSURANCE COMPANY, ESTAB
UNDER THE LAWS OF THE UNITED STATES ¢
POSSESSION OF THE UNITED STATES... AND
OPERATIONS IN THE UNITED STATES BUTE

' EPRESENATIVES AND THEN

P, WAS TO BE USED TO BUY
[TONS 12 U.S.C. 5211(A)(1)
LUDING BUT NOT LIMITED TO,
[ UNION, SECURITY BROKER OR
LISHED AND REGULATED

DR ANY STATE, TERRITORY OR
HAVING SIGNIFICANT
XCLUDING ANY CENTRAL

BANK OF, OR INSTITUTION OWNED BT A F

EIGN GOVERNMENT.”12 U.S.C.

O
5202(5), 5211(a). “OLD” GENERAL MOTORS I#RNOT A FINANCIAL
INSTITUTION, BUT IS INSTEAD, AN AUTO MANUFACTURER AND

THEREFORE THE TARP FUNDS ARE NOT BY
USED IN THIS SALE

URPOSE OR PROVISION TO BE



TREASURY SECRETARY PAULSON WHO WAS IN CHAR(
DECIDER OF THE USE OF TARP FUND SPOKE TO CONGRES

FINANCIAL SERVICES COMMITTEE IN NOVEMBER 2008:

iE OF AND
SIONAL HOUSE

THE PURPOSE IS STABILIZING AND STRENGTHENING OUR FINANCIAL

SYSTEM. AND I HAVE SAID TO YOU VERY CLEARLY THAT
THE AUTO COMPANIES FALL OUTSIDE OF THAT PURPOSE.

' BELIEVE THAT

OVERSIGHT OF IMPLEMENTATION OF THE EMERGENCY ECONOMIC

STABILIZATION ACT OF 2008 AND OF GOVERNMENT LENDING AND

INSURANCE FACILITIES; IMPACT ON ECONOMY AND CRE]

DIT

AVAILABILITY:; HEARING BEFORE THE H. COMM. ON FIN.

SERVS.. 110"

CONG 19 (NOV. 18. 2008) EXHIBIT Z 10 THE DECLARATION OF TODD A.

GLUCKMAN IN SUPPORT OF THE MOTION TO WITHDRAW
( GLUCKMAN DECL.)

DECEMBER 11, 2008 THE HOUSE FAILED TO PASS LEGIS

THE REFERENCE

LATION THAT

WOULD HAVE ALLOWED THE EXECUTIVE BRANCH TO USE THESE TARP

FUNDS FOR THE AUTO MANUFACTURERS.

THEN PRESIDENT BUSH, ON DECEMBER 19, 2008,sec EXHIBIT Z 16

STEPPED IN AND UNDER HIS AUTHORITY “OVERROAD” THE HOUSE OF
REPRESENTATIVES DECISION SEE _(GLUCKMAN DECL) AND ALLOWED

THIS TARP MONEY TO BE USED UNLAWFULLY FOR THE A

UTOMAKERS.

THIS IS A VIOLATION OF SEPERATION OF POWERS. SEE EXHIBIT A

ARTICLE 1. IL II1. OF THE U. S. CONSTITUTION CALL FOR

THE POWERS OF

THE FEDERAL GOVERNMENT TO BE DIVIDED AMOUNG THREE SEPARATE

BRANCHES; THE LEGISLATIVE;MAKES LAWS, THE EXECU
IMPLIMENTS THE LAWS, AND JUDICIARY; INTERPRETS TH

TTVE;
E LAW AND

DECIDES LEGAL CONTROVERSIES. IN THIS CASE THE EXECUTIVE BRANCH

IS CLEARLY ENCROACHING ON THE LEGISLATIVE BRANC
AND IMPLIMENTING, THE LAW. THROUGH THE ELABORA
SAFEGUARDS, THE FRAMERS OF THE CONSTITUTION, SOU

PROTECT THE NATION AGAINST TYRANNY

H BOTH MAKING,
F'E SYSTEM OF
GHT TO

IN A PRESS CONFERENCE THAT DAY, (DECEMBER 12, 2(508), TREASURY

SPOKESWOMAN BROOKLY MCLAUGHLIN STATED: “BECA
FAILED TO ACT, WE WILL STAND READY TO PREVENT AN
FAILURE UNTIL CONGRESS RECONVENES AND ACTS TO A

LONG -TERM VIABILITY OF THE INDUSTRY.”

USE CONGRESS
IMMINENT
DDRESS THE




CONGRESS ALREADY ACTED. THEY REJE
BEING USED FOR AUTOMAKERS. THEY REC!
NOT/ DID NOT, PASS LEGISLATION, APPROV
AUTOMAKERS. THIS USE OF TARP IS UNCO!
DICTORIALLY BEING IMPLIMENTED BY JUS
GOVERNMENT THE EXECUTIVE BRANCH. T}
NOT FUNCTIONING HERE. ARTICLE L, ALL
HEREIN GRANTED SHALL BE VESTED IN C
STATES, WHICH SHALL CONSIST OF A SEN
REPRESENTATIVES. TARP AUTHORITY GR/
OCTOBER 2008 THE EESA WAS ENACTED ON
ASSETS”, AS DEFINED ABOVE. THIS DOES N
(GLUCKMAN DECL)

TREASURY SECRETARY PAULSON ON DE
ABOVE STATED, VERY FIRM STATEMENT, T
DETERMINATION (“GLUCKMAN DECL.”). H
“FINANCIAL INSTITUTTONS” FOR PURPOSES
AS THEY ARE “INSTITUTION(S)Y” ESTABLISH
THE LAWS OF THE UNITED STATES AND HA
IN THE UNITED STATES.” THIS STATEMENT
FOR USE IN WALMART, OR MCDONALD’S. T
MONEY PUTS OUR REPUBLIC IN GRAVE DAR

THE TREASURY NEEDED A METHOD OF P
AUTO MAKERS WITH TARP FUNDS. ON DECI
ISSUED GUIDELINES FOR AN “AUTOMOTIVE
PROGRAM” (“ATFP”) IN ACCORDANCE WITH
EESA. (GLUCKMAN DECL)

NEW TREASURY SECRETARY TIMOTHY F.
AVOIDING THE WORD “FINANCIAL”, ISSUED
THAT AUTOMOTIVE COMPANIES ARE “INST
THAT THEREFORE THEIR “TROUBLED ASSE]
PURCHASED UNDER TARP. (GLUCKMAN DE
THAT HE SO COULD DETERMINE WALMART
“INSTITUTIONS”, OR, ANY OTHER PRIVATE
UNCONSTITUTIONAL, UNAMERICAN.

{CTED THE IDEA OF TARP
ONVIENED, AND STILL HAVE
ING, OF TARP FOR USE BY
NSTITUTIONALLY

I ONE BRANCH OF

{E SEPERATION OF POWER IS
LEGISLATIVE POWERS
ONGRESS OF THE UNITED
{ATE AND HOUSE OF

ANTED BY CONGRESS IN

LY AUTHORIZES “TROUBLES
DT INCLUDE AUTOMAKERS,

CEMBER 19. 2008 REVERSES HIS
O THE OPPOSITE

ENOW SAYS THEY: “ARE

OF SECTION 3(5) OF THE ACT
ED AND REGULATED UNDER
VE SIGNIFICANT OPERATIONS
COULD BE USED TO OK TARP
HIS SALE USING THIS TARP
NGER IF IT IS LET TO STAND.

ROVIDING FINANCING TO THE
“MBER 31, 2008 THE TREASURY
INDUSTRY FINANCING

THE CONSIDERATIONS OF

GEITHNER ON APRIL 29, 2009
) ANOTHER DETERMINATION
ITUTIONS” UNDER TARP AND
I'S” WERE ELIGIBLE TO BE
ICL). IT FOLLOWS, AGAIN,
,OR MCDONALD’S
AMERICAN BUSINESS. THIS IS




IN THE STEEL STRIKE DURING THE KOREAN WAR THE

THE UNITED STATES WAS FOUND TO HAVE OVERSTEPPEIL
CONSTITUTIONAL AUTHORITY. THE EXECUTIVE BRANCE

AUTHORITY ONLY FROM AN ACT OF CONGRESS, OR THE

ITSELF. YOUNGSTOWN SHEET & TUBE CO. 343 U.S. 579.5

PRESIDENT OF

D HIS

i DERIVES ITS
CONSTITUTION
85 (1952). JUSTICE

JACKSON IN THIS CASE USED LANGUAGE THAT IS EQUAL

HERE:

THAT COMPREHENSIVE AND UNDEFINED PRESIDE
POWERS HOLD BOTH PRACTICAL ADVANTAGES 4
DANGERS FOR THE COUNTRY WILL IMPRESS ANY

HAS SERVED AS LEGAL ADVISER TO A PRESIDEN
OF TRANSITION AND PUBLIC ANXIETY.

THE OPINIONS OF JUDGES, NO LESS THAN EXECU|

PUBLICISTS, OFTEN SUFFER THE INFIRMITY OF C

ISSUE OF A POWER’S VALIDITY WITH THE CAUSE
TO PROMOTE, OF CONFOUNDING THE PERMANEN
OFFICE WITH ITS TEMPORARY OCCUPANT. THE T
STRONG ENOUGH TO EMPHASIZE TRANSIENT RES
POLICIES — SUCH AS WAGES OR STABILIZATION -
SIGHT OF ENDURING CONSEQUENCES - UPON TH

STRUCTURE OF OUR REPUBLIC.

WE ARE TODAY IN THIS UNITED STATES AT THE CR
TYRANNY OF ECOMOMICS BENIFITING THE FEW, OR FREL

REPUBLIC PROMISES.

THESE TARP FUNDS IN THERE CONCEPTION WERE FAT?
AND SPECIAL INTERESTS. THE EXECUTIVE BRANCH ARRQ

THEM THROUGH, AND WHEN THE AUTHORITY FROM THE

WAS NO LONGER THERE, THEY JUST LEGISLATED IT, THR{
OWN UNBALANCED DETERMINATION, AND MEDIA MANIP
IS A MASSIVE AMOUNT OF TAXPAYER DOLLARS. THE TRE
DEPARTMENT NOW IGNORES THE STATUTORY LANGUAG
PURPOSE AND ITS OWN PRIOR STATEMENTS. (GLUCKMADR
HOUSE OF REPRESENTATIVES REJECTED AUTO BAILOUT &
STILL BREATHS, ON THE ABSURD POSITION THAT TARP FI

LY APPLICABLE

INTIAL

AND GRAVE
'ONE WHO
' IN TIME

TIVES AND
DNFUSING THE
IT IS INVOKED
TEXECUTIVE
ENDANCY IS
sULTS UPON
AND LOSE

E BALANCED

OSSROAD OF A
DOM AS OUR

IERED BY FEAR
GANTLY PUSHED
LEGISLATURE
ODUGH THERE
ULATION. THIS
ASURY

E, INTENT,

N DECL) THE

3ILL, BUT IT

INDS CAN BE




USED TO PURCHASE ASSETS OF ANY INSTITUTION THAT IS ESTABLISHED
AND REGULATED UNDER THE LAWS OF THE UNITED STATES AND HAVE
SIGNIFICANT OPERATIONS IN THE UNITED STATES. LEOCAL V.
ASHCROFT, 543 U.S. 1,12 (2004) (“WE MUST GIVE EFFECT TO EVERY WORD
OF A STATUTE WHEREEVER POSSIBILE™). THE EXECUTIVE BRANCH IS
LEGISLATING ON THERE OWN ON THE FLY, IMPROPERLY READING OUT
THE DEFINITION OF “FINANCIAL INSTITUTIQON” THE WORD “FINANCIAL”
THUS EVISERATING THE CLEAR CONSTITIONAL INTENT IN 12 U.S.C. 5202(5).

THE SALE OF “OLD” GM WAS APPROVED BY THE HONORABLE ROBERT E
GERBER, WITH THE RESULTS OF OWNERSHIP BEING THE U.S. TREASURY
60.8%, UAW 17.5%, CANADA AND ONTARIO GOVERNMENTS 11.7%, AND
“OLD” GM 10%. THIS SALE, BEING POSSIBLE ONLY THRU THESE TARP
FUNDS, WHICH SHOULD NOT, BE BREATHING. (GLUCKMAN) ALL OTHER
USES OF THIS TARP MONEY, ARE ALSO UNQONSTITUTIONAL, AND SHOULD
BE WITHDRAWN see EXHIBIT Z 17, Z18. ASSOCIATED PRESS CONTACTED 21
BANKS THAT RECEIVED AT LEAST 1 BILLION IN GOVERNMENT MONEY
ACCORDING TO THE AP, NONE OF THE BANKS GAVE SPECIFIC ANSWERS,
AND HERE IS A SHORT LIST OF ONLY THREE RESPONSES: 1. “WE HAVE NOT
DISCLOSED TO THE PUBLIC. WE’RE DECLINING TO.” 2. “WE’RE NOT
PROVIDING DOLLAR-IN, DOLLAR-OUT TRACKING.” 3 “DOESN’T HAVE ITS
OWN BUCKET.” THIS IS ASTONISHING. ARTICLE I SECTION 9, REQUIRES A
REGULAR STATEMENT AND ACCOUNT OF RECEIPTS AND EXPEDITURES.
THIS CLEARLY IS NOT HAPPENING. THIS TARP FUND MONEY MUST ALL IN
TOTAL, BE BROUGHT BACK TO THE TREASURY. THE TREASURY OFFICIALS
PAST, AND PRESENT, RUNNING IT: PAULSON, SUMMERS, AND GEITHNER
ALL HAVE WORKED FOR OR WITH MOST OF THE BANKS AND FINANCIAL
COMPANIES THAT ARE RECEIVING THE MONEY, ITS PUBLIC RECORD. THIS
IS WORSE THAN THE FOX IN THE PROVERBIAL CHICKEN HOUSE. THIS IS
700 + BILLION DOLLARS OUT OF THE U.S. TREASURY. IF THIS WERE
FOEIGNERS, USING 700+ BILLION DOLLARS OF TREASURY MONEY IN SUCH
AN UNACCOUNTABLE AND WRECKLESS MANNER IT WOULD BE
CONSIDERED AN ACT OF WAR. THE COURT IS THE THIRD BRANCH OF
LIBERTY AND BY OATH TO THE CONSTITUTION BEING BOUND BY IT IS
DUTIFULLY CALLED TO ACT IN ITS SALVATION.

PRESIDENT OBAMA IS A BIG SUPPORTER |OF GLOBAL“FREE” TRADE,
WHICH HAS, AND IS, DRIVING THE STANDARD OF LIVING DOWN, FOR 80%
OF AMERICAN CITIZENS. See chart EXHIBIT C, PAGE 3. THE OTHER 1% IS
DOING VERY WELL. THIS GLOBAL “FREE” TRADE HAS/ IS VERY
DESTRUCTIVE, CAUSING IMMENSE TRADE DEFICITS, AND THUS A
CORRESPONDING RISE IN U.S.CONSUMER SFPENDING, (THE FUEL OF FREE
TRADE) sece EXHIBIT 79 charts, pg.s 1,2,3,4,5,6| THIS GLOBAL “FREE” TRADE




DOES NOT PROMOTE THE GENERAL WELFARE FOR THE P}
THREE WORDS, OF THE PREAMBLE, OF THE CONSTITUTIO
PEOPLE. IT IS NOT, “US THE PEOPLE”, THE %. GLOBAL “F
FINANCIAL BASE, IT‘S PROMOTION, AND SALVATION, MU
PRIORITY OVER, MAINTAINING THE INTEGRITY OF OUR C
NEVER IN HISTORY OF THE UNITED STATES HAVE UNCON

HOPLE. THE FIRST
N ARE: WE THE
REE” TRADE, ITS
ST NOT TAKE A
ONSTITUTION.
ISTITUTIONAL

MEASURES LIKE WHAT CONGRESS, FEDERAL RESERVE BOARD AND THE

EXECUTIVE BRANCH ARE PARTAKING IN,BEEN EXECUTEI
W.

D. SEE EXHIBIT

THE TARP FUNDS codified at 12 U.S.C. 5201, ARE THE FUNDS THE
EXECUTIVE BRANCH USES IN THIS SALE. THESE TARP FUNDS WERE
APPROVED BY THE HOUSE OF REPRESETATIVES THESE FUNDS ARE

MASSIVE AND EQUAL 5% OF THE U. S. GDP. THESE FUNDS ARE A BLANK
CHECK, ALLOWING THE SECRETARY OF THE TREASURY TO PURCHASE
TROUBLED FINANCIAL INSTITUTIONS ASSETS AS PART OF THE EXECUTIVE
BRANCH, WHERE BASICALLY NO ONE CAN BE PROSECUTED, FOR ANY
MISUSE OF TARP FUNDS THEREOF. see EXHIBIT Z 12 THE USE OF THIS
TARP FUND MONEY GOES ON UNCHECKED WITH NO ACCOUNTABLITY
ARTICLE I SECTION 9: STATES”"NO MONEY SHALL BE DRAWN FROM THE
TREASURY, BUT IN CONSEQUENCE OF APPROPRIATIONS MADE BY LAW,
AND A REGULAR STATEMENT AND ACCOUNT OF THE RECEIPTS AND
EXPENDITURES OF ALL PUBLIC MONEY SHALL BE PUBLISHED FROM TIME
TO TIME.” See EXHIBIT Z 17.THIS HAS NOT BEEN DONE. THIS TARP FUND
MONEY MUST BE RECALLED AND RETURNED TO THE TREASURY.
ELIZABETH WARREN, APPOINTED CHAIR OF THE OVERSIGHT PANEL ON
TARP SAYS: “IDON’T HAVE A BADGE AND A GUN.” see EXHIBIT 18 pg3
para3 “THERE IS NO AUTHORITY TO STOP THE EXECUTIVE BRANCH FROM
RESHAPING THE AMERICAN ECONOMY. THERE IS NO ONE IN THE ROOM
BUT INSIDERS”. THIS IS AN OBSCENE VIOLATION OF THE CONSTITUTION.
THE PRESIDENT AS THE HEAD OF THE EXECUTIVE BRANCH, HAS BY HIS
POSITION, SOLE AUTHORITY, IS DICTATOR, OF SAID FUNDS, OUR
CONSTITUTION DOES NOT USE TRUST, OR ALLOW DICTATORS, BUT
INSTEAD, ACCOUNTABILITY OF THIS PUBLIC MONEY, AND CHECKS AND
BALANCES, THE CONSTITUTION DEMANDS IT. ARTICLE Il SECTION 1,2, 3,
4 DOES NOT ALLOW THIS, INTRUSION INTO THE PRIVATE MARKET, WITH
THE USE OF TAX PAYER MONEY, UNCHECKED. THE PRESIDENT CAN
AUTHORIZE, AND/OR ON A WHIM BUY WHATEVER PRIVATE ENTITY HE
SO DETERMINES, A TROUBLED ASSET. THERE ARE NO CHECKS AND
BALANCES, JUST TRUST.EXHIBIT Z17 all AP banker interviews. AL.SO THE
EXECUTIVE BRANCH CANNOT ENCROACH ON THE LEGISLATIVE BRANCH.
THE HOUSE OF REPRESENTATIVES SAID NO, TO THIS BAILOUT FOR AUTO.
THEY MAKE THE LAW. HIS USE OF EXECUTIVE AUTHORIT

'Y IN THIS TARP
MONEY IS A VIOLATION OF THE CONSTITUTION, SETTING A PRECEDENT




THAT CAN NOT STAND. THE ONLY AUTHORITY LEFT TO PRESERVE OUR
CONSTITUTION IS THE JUDICIAL BRANCH OF OUR GOVERNMENT.

THIS TARP SPENDING IS ALL IN THE NAM
GLOBAL “FREE” TRADE SYSTEM. THIS IS TH

E OF SALVAGING THE PRESENT
E SAME SYSTEM THAT,

ENRICHS A FEW, THE 1%, WHILE THE 80% LOSE .see EXHIBIT C, B1, B2,
AND THE COSTS IS: OUR CONSTITUTION, OUR FREEDOM, AND OUR FORM

OF GOVERNMENT. THIS ASSET SALE MADE

POSSIBLE BY UTILIZATION OF

THESE TARP FUNDS CAUSE ME INJURY, AND MUST NOT BE ALLOWED, THE
FUNDS ARE UNCONSTITUTIONAL, AND THEREBY CAN NOT BE USED IN

THIS SALE.

CAN ANY REASONABLE PERSON PROCLA

IM THE “NEW”GM WILL

SURVIVE FOR 1 YEAR 2 YEARS LET ALONE 20 OR 40 YEARS AND SUSTAIN

ITS PENSION OBLIGATION TO ME IN THE PRI
para5 FEW, I[F ANY, FRUIT STAND ENTREPED
STOCK, (IF IT WERE NOW AVAILABLE), IN T}
PENSION BENEFIT GUARANTY CORPOQRATIC
EXECUTIVE BRANCH, RELEASED PUBLIC AF
ON 7/22/2009 STATING, THEY WILL ASSUME |
PLANS OF 70,000 WORKERS AND RETIREES (
PART OF THIS SALE. sce EXHIBIT Z5. THIS PI
QUESTION (LINE 6, 7)”WILL MY PENSION BE
“YES, UP TO CERTAIN LIMITS.” THE PBGC M
STRAIGHTS. see EXHIBIT Z6 pg. 1, 2. THE INJ
LAW TAKING AWAY AND SELLING OFF THE
ACCRUED PENSION, 30 YEARS OF SERVICE,
INCREASES, IN THIS SALE OF THESE ASSETS
LEGAL RECOURSE, IN THE LIKELY EVENT T
WITHOUT CURE FOR ME .see EXHIBIT Z5, 74

ESENT FORM. EXHIBIT Z 7 pg 2
VEURS WOULD ACCEPT ITS
RADE. see EXHIBIT 74, THE

IN, PBGC, WHICH IS UNDER THE
FAIRS DOCUMENT 202-326-4343,
RESPONSIBILITY FOR PENSION
)F DELPHI CORP, WHICH ARE
BGC DOCUMENT ANSWERS THE
SAFE?” THE PBGC ANSWER

AY ITSELF BE IN FINANCIAL
URY FOR ME IS, THE FORCE OF
COLLATERAL OF MY EARNED,
AND GIVING UP WAGE

. THUS, LEAVING ME, WITH NO
HE “NEW” GM FAILS.

.THIS IS A VIOLATION OF THE

FIFTH AMENDMENT.

CHECKS AND BALANCES,

ARTICLE HI SECTION 2 OF THE
CONSTITUTION STATES: “THE JUDICIAL POWER SHALL EXTEND TO ALL
CASES, IN LAW AND EQUITY, ARISING UNDER THE CONSTITUTION”. THIS

IS HOW WONDERFUL, OUR CONSTITUTION |
REQUIRING, THE CHECKS AND BALANCES 1
ARTICLE VI, REQUIRES THE JUDGES, AND A
EVERY STATE BE BOUND BY THE CONSTIT(
LEGISLATIVE BRANCH, AND EXECUTIVE BR
BALANCING EACH OTHER, FORM THE TREE
UNITED STATES OF AMERICA. THIS TARP M

f

S, PROVIDING FOR, ALWAYS
HAT SUSTAIN OUR REPUBLIC.

\LL JUDICIAL OFFICERS IN
ITION. THE JUDICAL BRANCH,
{ANCHS OF GOVERNMENT

OF OUR LIBERTY IN THE

ONEY AND THE USE THEREOQF,




IS THROWING THE CONSTITUTION INTO A TAILSPIN. IT IS

UNCONSTITUTIONAL, AND THE TARP MONEY MUST BE BROUGHT BACK TO
THE TREASURY.

THE HOUSE OF REPRESENTATIVES VOTED IN THE TARP PROGRAM WITH
NO ACCOUNTABILITY FOR THE FUNDS see EXHIBIT Z 17 pgd starting: the
bailout money “doesn’t have its own bucket”, NINTY %, OF THE MILLIONS OF
AMERICANS THAT CALLED, EMAILED, OR WROTE TO THERE
CONGRESSMAN AND SENATORS, OBJECTED TO PASSAGE | OF THIS TARP
BILL. THESE AMERICANS REALIZE THAT THESE “FREE” TRADE POLICIES,
see, EXHIBIT C. ARE DESTROYING THE U.S. MANUFACTURING JOBS, AND
THUS, THEIR,”THE PEOPLES”, STANDARD OF LIVING. THIS ACTION TAKEN
BY THE HOUSE OF REPRESENATIVES RUNS AGAINST THE PREAMBLE OF
OUR CONSTITUTION, OF PROMOTING GENERAL WELFARE. THIS DOSENT
MEAN PROMOTING THE GENERAL WELFARE FOR FOREIGN COUNTRIES
OVER THAT OF U.S. CITIZENS, THAT WOULD BE TRAITORQUS, OR IT
DOSENT MEAN PROMOTING THE WELFARE OF 1% OF THE/POPULATION
OVER THE LOWER 80% OF THE POPULATION.GENERAL WELFARE IS AN
EVEN HANDED DISTRIBUTION OF WELFARE TO ALL CITIZENS OF THE
REPUBLIC. see EXHIBIT C pg9 figrS chart. ARTICLE I SECTION 8
STIPULATES THE POWER OF CONGRESS, THE CONSTITUTION CLEARLY
DOES NOT GIVE CONGRESS THE AUTHORITY TO MAKE FOR SUCH
LEGISLATION AS TARP, THAT ABDICATES THE CHECKS AND BALANCES
THE CONSTITUTION DEMANDS, HAS NO ACCOUNTABILY see EXHIBIT 717,
Z18 THUS, VIOLATING THERE DUTY AND RESPONSIBILITY, UNDER THE
CONSTITUTION. THIS TARP MONEY AGAIN, SHOULD BE RECALLED TO THE
TREASURY OF THE UNITED STATES OF AMERICA.

THE LAST PARAGRAPH OF ARTICLE I SECTION 8 STATES: “TO MAKE
ALL LAWS WHICH SHALL BE NECESSARY AND PROPER FOR THE
CARRYING INTO EXECUTION THE FORGOING POWERS, AND ALL OTHER
POWERS VESTED IN THE CONSTITUTION, IN THE GOVERNMENT, OF THE
UNITED STATES. OR IN ANY DEPARTMENT OR OFFICER THEREOE”. THIS
CERTAINLY DOES NOT MEAN PROVIDING A BLANK CHECK, OF SUCH
GREAT MAGNITUDE, TO THE EXECUTIVE BRANCH AND MAKING NO ONE
ACCOUNTABLE FOR ITS USE, see ARTICLE Z 17 AND MISUSE OF THESE
FUNDS, WHILE VIOLATING THE DELICATE CHECKS AND BALANCES THAT
THE CONSTITUTION REQUIRES. THE USE OF THESE TARP HUNDS IN THIS
SALE OF ASSETS, OR THE 363 TRANSACTION, STRIKES A SEVERE, FATAL,
BLOW TO OUR CONSTITUTION, AND IS NOT LEGAIL. THE TARP FUND
MONEY MUST BE RECALLED AND RETURNED TO THE TREASURY.




NOW IF THIS SALE WERE TO GO FORWARD, COULD I BE LEFT IN

CONFIDENCE THAT ERISA ALSO CONTROLL)
PROTECT MY PENSION IN CASE OR NEED OF
OCCURANCES ENVOLVING ANY /ALL OF TH

ED BY THE PRESIDENT, WILL
UTILIZATION OR

E FOLLOWING U.S. CODE(S}):

29 SUBTITLE C

EXHIBITS .E.F.G,H,1,J, K, LM,V SEE, TITLE
1341, TERMINATION OF SINGLE-EMPLOYE]

R PLANS, TITLE 29

SUBTITLE D 1362-LIABILITY FOR TERMINATION OF SINGLE-EMPLOYER

PLANS UNDER A DISTRESS TERMINATION

OR A TERMINATION BY

CORPORATION, SUBTITLE 29 SUBTITLE D 1367 RECOVERY OF
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EMPHATICALLY NO, WITH THE PRESIDENT BEING THE HEAD OF THE

EXECUTIVE BRANCH OF GOVERNMENT IS I
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DIRECT CONFLICT OF INTEREST. THE PRESI]
ANYONE WHO DOES NOT DO WHAT HE ASK
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\T SHARE OF THE MARKET TO
PROVING TO BE A FATAL
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GM FRITZ HENDERSON WAS ON ALL THE M;
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CADENCE OF STRONG NEW PRODUCTS, IN T
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o

AJOR NETWORKS. see EXHIBIT
JRN, GM HAS MAINTAINED ITS

HE U.S., FOR EXAMPLE, CHEVY
LEAD ITS SEGMENT,”

IS IN A MARKET SHARE THAT
HE OTHER VEHICLES HE
PT FOR THE $40,000 OVER

SAUR REMNENTS OF THE “OLD”

E 1973 TO THE PRESENT, “OLD”

/HO CAN HAVE ANY



ASSURANCE THAT “NEW” GM WILL NOT CONTINUE DOW]
PATH. see EXHIBIT Z7

THE U. S. IS A REPRESENTATIVE GOVERNMENT. UNFOI
1% OF CIT1ZENS, WHOSE INCOMES ROSE RAPIDLY THE LA
MONOPOLIZING THIS REPRESENTATION. PRESIDENT CLI}
THRU CONGRESS NAFTA,EXHIBIT Z9 pg5 AND GATT WITE
AMERICAN CITIZENS AGAINST IT. HE ALSO MANAGED T
THROUGH CONGRESS A DECISION TO REPEAL THE GLASS
OF 1933. see EXHIBIT P.

PRESIDENT BUSH ALSO A BIG PROPONENT OF THIS “FR
POLICY, PASSED MORE FREE TRADE AGREEMENTS AND P
TARP. PRESIDENT BUSH’S TREASURY SECRETARY HANK
DECLARED MANY BANKS, MORTGAGE INSTUTIONS AND
GROUPS WERE: “TO BIG TO FAIL”, ANY REASONABLE PER

N THIS SAME

RTUNATLY, THE
ST 20 YEARS ARE
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{75% OF

O PUSH
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EE TRADE”
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PAULSON
FINANCIAL
SON WOULD

DEDUCT, THESE ARE BUSINESSES THEN THAT ARE TO BIG, LET THEM FAIL.

THE PRESIDENTS, AND CONGRESS HAVE/HAD, THE LE(
see EXHIBIT Q THE ANTI TRUST LAWS AND MUCH MORE

THEIR DISPOSAL. SEE EXHIBIT O TITLE 12 1820 ADMINIST

CORPORATION, see EXHIBIT N TITLE 12 1828 REGULATION
INSURED DEPOSITORY INSTITUTIONS), AND KNOWLEDGE
fueling consumption pg5, YET,THE EXECUTIVE BRANCH WA
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STOP THIS ECONOMIC CATSTROPHY.

FAL AUTHORITY,
S.CODE AT
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S GOVERNING
sec EXHIBIT 78
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AMERICANS TO A SERVICE, CONSUMERISM, DRIVEN ECQ
PROVIDEDS LOWER WAGES TO 80% OF AMERICANS. CONS
BECAME 70% OF THE U. S. GDP. THIS IS THE FUEL FOR GIL.Q
TRADE. see EXHIBIT Z9 charts pg 1,2,3.4,5.6.7. WITH GOOD &

MANUFACTURING JOBS GOING OVERSEAS (TAX LAWS EN

PRIORITY OVER
TURING BASED
NG FOR MOST
NOMY THAT
UMERISM

)BAL “FREE”
PAYING
COURAGED THIS)

AMERICAN CONSUMERS WERE ALMOST OUT OF PURCHASING POWER THE

SAVINGS RATE WAS NEAR 0%. See EXHIBIT Z 8 THE U. S.
AND THE FEDERAL RESERVE WITH A HANDS OFF POLICY
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FREE REIGN IN THE HOUSING MARKETS AND ALL ITS FINANCIAL,
UNREGULATED, MUNIPULATIONS. THIS TRINKLED DOWN TO THE
CONSUMER THRU REFINANCING AND SPECULATION PUTTING MONEY IN
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DOWN AND BE UTILIZED, BY STATE AND LOCAL GOVERM
ARE AND WERE OTHER SOLUTIONS AVAILABLE, THE QUE
WAS THERE A MOTIVE TO ONLY OFFER THIS, AS THE ONIL

THE EXECUTIVE BRANCH USED THIS BANKRUPTCY TO

iIENTS. THERE

STION BECOMES
Y SOLUTION

REDUCE OR
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OFFERED WAS THIS UNCONSTITUTIONAL TARP MONEY P1
WOULD UNDERMINE FAIR UNION REPRESENTATION, NOT]
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CAN THE COURT OR ANY REASONABLE PERSON GUARANTEE THE
“NEW” GM CAN SURVIVE TO PAYOUT ALL OF MY ACCRUED PENSION IN ITS
PRESENT STATE, FOR THE REST OF MY LIFE? see EXHIBI'Il Z4,ZSIFNOT
THEN A LUMP SUM PAYMENT IS THE ONLY CURE. see EXHIBIT Z 6 pgl para

24 starting: “the pbgc is broke”. AT BEAR STEARNS THE GO’

OFFICIALS PULLED OFF A WEEKEND FIRE SALE, THE RES

RENEGOTIATED BECAUSE THE BUILDING ALONE, WAS W
THAN THE STOCK PRICE THEY WERE OFFERED.. THIS SAl
WOULD DENY ME ANY FAIR, NEGOTIATION IN THE LIKEL
FAILURE OF THE “NEW” GM. See EXHIBIT Z 7 pg2 para$, pg

BACKING UP MY PENSION WILL ALREADY BE SOLD.THIS
VIOLATION OF AMENDMENT V OF THE CONSTITUTION

ERNMENT

ULT, IT HAD TO BE
ORTH MORE

_E OF “OLD” GM
Y, EVENT OF

13, THE ASSETS

IS UNLAWFUL, A
Lalso see EXHIBIT

R.,S I WORKED 30 YEARS,AND GAVE UP WAGE INCREASES, TO EARN MY
PENSION RIGHTS FROM GM. THIS ISMY ONLY SOURCE OF INCOME.

WE ARE IN A TIME IN HISTORY IN THE UNITED STATES OF AMERICA
WHERE SPECIAL INTERESTS (MEANING NOT OF THE U.S. CONSTITUTION,

FOR PROFIT, AND PERSONAL GAIN) ARE TRYING AND SUC
RIDING ROUGH SHOT OVER THE CONSTITUTION , AND TH

rCEEDING IN
ISTARPIS A

BLATANT EXAMPLE OF THERE WORK. IT WILL TAKE TREMENDOUS
COURAGE AND FORTITUDE TO UPHOLD THE OATH AND DUTIES OF YOUR

SERVICE TO OUR CONSTITUTION OUR COUNTRY, BUT TH

EREWARD IS

MAINTAINCE OF OUR CONSTITUTION AND OUR REPUBLIC UNDER IT.

I ASK THAT THIS APPEAL BE PASSED DIRECTLY TO THE U

COURT OF APPEALS.

RESPECTFULLY

NITED STATES
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White House Approves $13.4 Billion in Loans for GM and Chrysler

By Jason Simpkins
Associate Editor
Money Morning

General Motors Corp. (GM) and Chrysier LLC will receive $13.4 billion in loans from the federal
government as part of an emergency measure to keep the companies operating at least until the spring.

“These are not ordinary circumstances, in the midst of a financial crisis and a recession allowing the
U.S. auto industry to collapse is not a responsible action,” said President Bush, who made the final
decision to move ahead with the bailout after Senate Republicans last week balked at passing a House-
approved rescue of the auto companies.

“Chapter 11 is unlikely to work for the American automakers at this time,” he added.

The $13.4 billion will be taken from the Troubled Asset Relief Program (TARP). GM and Chrysler will
then get an additional $4 billion in February.

However, both companies are being forced to accept a number of conditions that include limiting
executive pay, reducing debt obligations, and striking new agreements with the United Auto Workers
union that bring employee wages and benefits down to levels that are more competitive with those of
foreign-based automakers working in the United States.

The companies will also provide the government with warrants for non-voting stock, and federal
officials will examine all of the companies’ financial statements. The government has the authority to
block any transaction of $100 million or more.

The government’s debt will have priority over all other debts, and if the two automakers fail to

demonstrate financial viability by March 31, the loans will be called and the money retumed. That’s a
tall order for GM and Chrysler, which are faced with plummeting sales and a harsh economic

httn://www.monevmorning.com/2008/12/19/gm-chrvsler/ 71262000
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environment.

GM, the nation’s largest automaker, has suffered reughly $73 billion in losses since 2004, and its U.S.
sales are down 22% this year, Bloomberg News reported. The company said earlier this month that light
vehicle sales plunged 41% in November, dropping to 153,404 vehicles from 261,273 during the same
month a year ago.

Chrysler sales were off 47% last month and down 28% through the first 11 months of the year. The
company yesterday (Thursday) announced that it would close all 30 of its North American
manufacturing plants for four weeks. GM followed suit temporarily closing 20 factories.

"I’ve been in this business since the time of L.ee lacocca
and all the bad times we went through in the 1980s were
nothing compared to this," Tim Finegan, owner of a
Chysler dealership told The Associated Press. "But for

Sign up below..,
and we’ll send you a new investment
report for free:

“Credit Crisis Report.” now, our lights are still on and our bills are paid, so you
T just show up every morning and say maybe today will be
a little better."
L
b
News and Related Story Links:
MONEY MORNING s
Get these stories delivered to you e Bloomberg:
every day, for FREE GM and Chrysler Will Get $13.4 Billion in U.S. Loans
Sign Up Below + Money Morning:

R e vaevourrrivacy g Big Three to Shutter 59 Plants — Chrysler Forces Dealers
to Sell at a Loss

| Sign Up Now! j
e Money Morning:
White House Opens TARP to Auto Industry after Congress Fails to Approve Loans

o The Associated Press:
Plant shutdowns give autoworkers holiday biues

ShareThis

More on this topic (What's this?)

The future for US Auto Stocks (Dividend Growth Investor, 11/11/08)

Jones Day's Chrysler Charge To Taxpayers: $12,702,190.19 (Zero Hedge, 7/19/09)
The Value Of Detroit Fuel Economy (Green Chip Stocks, 6/23/09)

GM Dissident Bondholders File Objection To 363 Sale (Zero Hedge, 6/19/09)
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The Trade Deficit and the Fallacy of Composition
By Bob Powell, 5/04/05

Use your browser to search for "Updated". Especially see the chart on when the GDP crosses the cumulative trade
deficit in the "What's Happening” section below.

Go to the section describing the "Fallacy of Composition"

A presentation, "The Problem is Bigger than the Loss of Manufacturing” (Powerpoint, 1280K, links active in SlideShow
mode, PDF wiiinks, 471K, PDF winotes, 433K: Updated and expanded 8/28/07), contains updated charts on the U.S.
‘trade’ deficit and Colorado jobs through of July 2007 plus a summary of the main points on what to do about 'trade’, taxes,
and health insurance.

See also the very short handout on The Coming Economic Collapse from 'Trade' and Offsharing. 7/17/07.

Preface. The Impact of an Exponentiaily-Increasing Trade Deficit:
We're Between a Rock and a Hard Place

The U.8. economy will collapse. Repeat. The U.S. economy, and probably the world economy, will collapse because of
the United States' exponentially-increasing trade deficit.

Updated chart:

Trade Deficit (actual & projected) - 2006 Data
5000 Goodness of fit to exponential: RZ = 8757, perfect = 1.00
1750 Trade Deficit (billions)
2 1500 Projected Trade Deficit (billions)
2 —Projected Curve
3 1250
S 1000
=
[ ]
a 750
5
® 500
[
250
1990 1895 2000 2005 2010
Year

Trage Deficit thru 2006 with Trend: An excellent fit Lo an exponential function. Perfect fit = 1.000
That's overalt and it's increasing rapidly with China, too. See the chart below.

The rest of the world will, within the next few years if not sooner (it's already happening), decide to stop taking U.S. dollars

htto://www.exponentialimprovement.com/cms/print fallacv.shiml 7/29/2009
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for their goods. As in Irag, there are no good choices, only bad choices, remaining.
The Rock: The Federal Reserve Doasn’t Raise Interest Rates

If the Federal Reserve doesn't raise interest rates to maintain the U.S.'s ability to atiract funds to maintain borrowing, it will
not be able {o finance its trade and fiscal deficits. Not raising interest rates will allow the dollar to fall relative to other
currencies and cause inflation as the prices of imported goods rise because the US dollar is worth less.

This will be good for U.S. exports to some extent, but it takes a long time to renew an ability to manufacture goods we no
longer produce. This is described by Louis Uchitelle in the New York Times on 12/24/06: Goodbye, Production (and
Maybe Innovation) ... it's NOT a "maybe."

A sharp rise in prices (inflation) will over the short term be economically devastating. The economy is now greatly
supported by consumer spending, which will be severely impacted by sharply increased prices, especially as the housing
bubble, which has allowed many to borrow against home equity and maintain spending, is collapsing.

The U.8. economy will collapse.

The Hard Place: The Federal Reserve Raises Interest Rates

If the Federal Reserve raises interest rates significantly, it will slow the economy. Many consumers will be unable to
maintain large and growing consumer debt and bankruptcies will rise. Many more homeowners with variable rate

- mortgages will face foreclosure. Less consumer spending and higher interest rates will lead to less business activity and
associated layoffs.

The U.8. economy will collapse.

Selling Off America

As the trade deficit grows, the U.S. has been selling companies, buildings, ports, and toll roads to take back some of the
dollars from foreign hands to stave off the collapse of the dollar. For information on what's been sold, see Economy In

Crisis.

What happens? The profits from these enterprises are not retained in the U.S. They are not recirculated in the U.S.
(economic multipliers are reduced), which leads to less economic activity. See How a Regional Economy Works.

This grpwing trade deficit is the root of the controversy over selling U.S. ports to a UAE company. That wasn't, and still
isn't, atbout "good foreign direct investment in the U.S."

Updated 7/27/07: The U.S. has done so much of this that the Bureau of Economic Analysis reports that U.S. net
international investment at the end of 2006 was -$2.54 trillion: the amount by which foreign investments in the U.S.
exceeds the value of U.S. investments abroad. That's about 45% of the accumulated "trade deficit" ($5.7 trillion in 2008) ...
that's a lot of "investing." But substitute "selling off America" for "investing" to better describe what's happening.

By 2014 the L.S. would have to use its entire annual output to retrieve the dollars in foreign hands and buy back the
companies, roads, and ports sold to those in other countries.

{See Buffett's chart below showing increasing foreign holdings of U.S. assets.)

A Systems Thinking Perspective on "Trade," Offshoring, & The Fallacy of
Composition

This page covers:
+ Trade Data and Trends

http://www.exponentialimprovement.com/ems/print fallacy.shiml 7/29/2009
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s The Fallacy of Composition
¢ Trade Dynamics

A preliminary on the greatly misunderstood concept of "comparative advantage™

It must be noted that the issue of "trade" and the "trade deficit" is about more than simple "trade.”" "Trade" is the "exchange
of one thing for another,” not the "transfer of the factors of production.” Because of this, the logi¢c of "comparative
advantage” does not apply. This is an important paint because "free trade" advocates rest their arguments on the premise
that "camparative advantage" applies. it does not. Instead, "absolute advantage" applies.

In A_Systems Thinking Perspective on Manufacturing & Trade Policy, | draw from the following sources to explain.

Lester Thurow in The Future of Capitalism (1996, pp. 89, 70) explains the "theory of comparative advantage” and
describes the assumptions required for it to hold:

"The classical theory of comparative advantage is often taught as if everyone benefits from trade. Technically that
is not true. The total income of every country that takes advantage of comparative advantage grows, but there will
be individuats within each country who lose. What the theory holds is that those who gain from international trade
receive enough extra income from their activities that they could compensate those who lose when international
trade commences, If that compensation isn't actually paid (and it almost never is), then those who lose are quite
rational to oppose international trade.

"But in the classical theory the losses Trade Deficit Actual & Projected

usually will be quite small. First, full

employment is assumed to exist. Free Trade Deficit

trade does not push anyone into {(Actual thru 2005 with exponential e dtrapolation)
unemployment. Second, transition costs .

are assumed to be zero. There is no 6000 I jl m’#‘““’;
region-, industry-, or firm-specific physical -E- 5000 — Trade Deﬁcﬁlj 2008—+
or human capital that is destroyed when & 2004 |~10% j
workers are forced to shift between )= 4000 2005 GDP . 5, | o /
regions, industries, or firms. Third, returns | | & 3000 $12,487 billion of Leop

are assumed to be everywhere equal. S 2000 1— 10% $1 2498 'ﬁg:___GDP /
Each industry has the same rate of return | | B e l || ¥

on human or physical capital. Each firm ﬁ 1000 1 5% $ 6253 3 __3,,'?

and industry pays the same wage rate for = 0 : = o
a worker's being willing to give up an hour 1000 |

of leisure, A_s a consequence, being 1960 1965 1970 1975 1960 1985 1980 1995 2000 2005 2010 2015
forced to shift jobs doesn't change wages Vear

\'fery much, if at all.” hitpZAwvws. census. goviforeign-tradelstalistics/histori calfgands. b

. U.S. Trade Deficit - actual with exponential projection
Paul Craig Roberts notes:

"David Ricardo discovered the principle of comparative advantage in the early 19th century. He recognized that the
principle did not hold if ali factors of production are internationally mobile. Mobile factors of production would
migrate to countries that had the greatest absolute advantages. Those countries would gain and all others would
tose. ... Today, absolute advantage resides in an abundant supply of cheap and willing labor."

What's happening?

The chart above shows that the trade deficit for 2004, stated as $617.7B, was over 5% of GDP. At that time, projecting
along the exponentialfy-increasing trend (hote the confidence in the trend being exponential based on the data
was excellent: R-squared = 0.9685), the trade deficit was projected to be at 10% of GDP by 2008.

In line with this trend, the February 2005 deficit was $61.04B, a yearly rate of $732.5B, over 6% of GDP. The actual U.S.
trade deficit for alj of 2005 was right in line with the exponential trend at $723.6 billion.
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A New York Times article [Joseph Kahn, "China Seen Ready to Conciliate U.S. on Trade and Jobs," 9/02/03] described
how, in early September 2003, U.S. Treasury Secretary met with Chinese officials in hopes of curbing China's growing
trade surplus [... see the black bars in the figure], which was $103B in 2002.

Want to know how that worked out? See the red bars in the figure. The trade deficit in 2005 with China alone was $202B
up 25% from 2004's $162B, which was up over 30% from 2003, which was up over 20% from 2002.

—240
2006 -~ $233B —
—220
2005 - $2028 ——1 | —200
—180
2004 - $1628 —= ¢l 450
—140
2003 - $1248 —120
China's Rise —100
U.5. Teeasury Secretary
John W, Snow will meet
g:h::kumlsh h— 80
nopes of curting
Chinta’s growing
rade surptus. — 60
China's tracts
:."’.:‘2" — 40
Il|| _,
I!I‘n o4 ‘95 ‘98 ‘00 02 - 0
Source-US Consus Suredu

China's rising trade surplus with the U.S.

The accumulated trade deficit is was 40% of GDP in 2005. Best fit brojections
indicated it would be at ~50% of GDP in 2007 and at ~100% of GDP in 2012
(assuming 5% GDP growth from 2005 on),

to be b.orrowed from the woﬂd Nothing increases exponenhally forever. What
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can't go on forever will stop; in this case it will stop when the rest of the world
decides to stop taking U.S. dollars for their goods.

Page 5 of 14

o
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trade deficit

Trade Debt

Accumulated Defidt = Debt

]
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X

trade deficit
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U.S. Trade Debt {Cumulative Deficit) - projection baged on the exponential ingrease shown in the

first figure above

Update 7/27/07:

deficit data

Trade Debt

" Accumulated Daficit = Debt ... an outflow

assoclated with selling U.S. assets could be shown

See the chart below. While the 2007 numbers aren' in, the accumulated trade deficit for 2007 is still projected to be 50%
of GDP. The current projection is that it will be at 100% of GDP by 2014, instead df 2012, For some reason the U.S.
Census Bureau, Foreign Trade Division, sometime between 11-Mar-05 and 8-Jun-07, lowered the 2005 trade deficit by

$9,245B (now $714 .4B instead of $723.6B) and lowered 2004 by $5B. That make

projection.

s about a 2 year difference in the

This chart gives a visual picture of the economic forces developing. As is the case for earthquakes, no one knows exactly,
or even approximately, when things will give; one only knows it's inevitable.

http://www.exponentialimprovement.com/cms/print fallacy.shtml

7/29/2009



Page ﬂof 14

actual & proj'd)

Cum Trade Deficit and GDP (both

Cumn Trade Defici (2717707 data from 1960 o)

3 Cum Trade Deficit {2/17/07 data projected)

Trade Def Goodness of Fit to exponential: R° = §757, perfect=1.00
20 {{=——GDP Actual & Projected {using 05-06 6.35%

[Trd
™~

The Trade Deficit and the Fallacy of Composition

7/29/2009

igh tech products, letting others do the
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:
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At current trends Cumulative Trade Deficit will equal GDP by 2014, but current frends won't continue. The economy will collapse weli

before that.
, but you have to extract the numbers from multiple files). Updated 7/14

Some say the U.S. should just move up the technology chain and concentrate on
manufacturing and lower tech work. Unfortunately, there is no magic wall betwee
design |obs. We're iosing high-level jobs, too. See the growing trade deficit in Ad

from here
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Advanced Technology Products Trade Balance
(yearly actuals from hiip/Awww .census goviforeign-trade/www/press. himi#prior)
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Over the last 16 years, so-called "trade" in Advanced Technology Products h

1991 to a $53.5B deficit in 2007
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Until | saw a chart like this one, thanks to my fiiend Dave Anderson, I'd thought the increasing deficit was at least
somewhat driven by increasing cil imports. Clearly, that's not what's driving the increases. It's offshoring.

A secc}nd preliminary on what to do about it

There gre so many factors affecting trade that achieving a “leve! playing field" is q"xtremely difficuit. Therefore, focué on
outcomes by promoting "even trade" or “balanced trade," not "free trade." {

descnbed the problem and what to do in his article in Fortune: America's Growing Trade Deficit Is Selling the Nation Out
From Under Us. Here's a Way to Fix the Problem - And We Need to Do It Now (This link to the original Fortune am ie no

f ‘
Warren Buffett is aiso concerned with the long-term problems caused by internafgmal trade that's "out of balance." He

longer gets me there ... so it's also available here). i
!

Belowf are his charts from that article on the growing trade deficit and growing forbign holdings of U.S. assets. The Abrowing
foreign holdings are a result of those holding an increasing quantity of dollars wanting to hold real assets instead. As he

says, *his indicates we're selling off America as noted above. !
i

|
|
l
|
!
l
!

f
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Buffett's Chart in Fortune of the growing U.S. trade deficit
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Buffett's Chart of growing foreign holdings of U.S. assets

To dea{l with this out of control situation, he's proposed an Import Certificates mechanism to create balanced trade {
with what he describes as “a shifting maze of punitive tariffs, export subsidies, quotas, dollar-locked currencies, ang
like." -

Buﬂ'ettfs Import Certificates mechanism: If a country purchase products or services from the U.S_, then it can sell th
amour{t back to the U.S. Ifit does not want to sell to the U.S., it can sell its Import Certificates to another country th
want to sell to the U.S.

This isla market-based mechanism that would produce the desired outcome: balanced trade. This is necessary

becau£e anything out of balance will be, WILL BE, brought back into balance. The more out of balance it's allowed ro

becorrie, the more severe will be the correction.
!

o deal
] the

t
t does
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|
I woulT phase in this policy over a decade or so to mitigate the economic shock. Going "cold turkey” would be ugly;

turkey" will be painful, but less so than "cold turkey" and much less than will be the consequences of current policie

To thoée who want to continue current policies, one might ask, "Why do you hate America?"

The Fallacy of Composition and structures responsible for what's happening

To understand what's happening we need to use systems thinking, which is seeking to understand system behavior

examining "the whole," instead of by analyzing the parts.

|
A key éystems principle is that behavior is a result of structure. So when we see exponential growth, we know reinfy
feedback is driving it. Therefore, we want to identify the feedback structure that's responsible. The causal loop strug
shown!below and in the presentation sfides. When we understand structure, we can understand behavior and desig
policies to improve behavior.

Unfortl,:mately, human thinking is subject to the Fallacy of Composition: When we act as if what is true for a part is
for the fwhole. In other words, there are times when individually logical actions are collectively irrational,

To iIIuTrate examples of this fallacy and how system structure determines behavior review three structures;

» Spectator view of the field
« [Dcean fishing
. pffshoring

Specta!ptors: When a spectator can't see as well as he'd like, he may stand to improve his view. It does, but it also I
the view of others. They also stand to get a better view. However, when everyone's standing no one can see better
before. Also, the system is less efficient, because standing takes more energy than sitting. In systems thinking, this
called a "fix that fails."

Ocean Fishing: Consider ocean fishing. Every fisherman logically puts out more boats to increase profits. The add
profits provide funds for even more boats and fishing. But as total fishing approaches the sustainable ocean fishing

capacily, the effort required per fish caught increases, which reduces profits because all are less efficient. In systems

thinking. this is called a "tragedy of the commons," where the commons is the stock of ocean fish. The spectator ex
above could also be cast as a "tragedy of the commons," where the commons is the shared view of the field.

) of 14
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There's a perverse additional effect for ocean fishing, because scarcity drives up price, sending exactly the wrong sLignaI to

preser\f.re the resource. Many think that market mechanisms always provide appropriate corrections to do what's be
society. This extreme market failure illustrates that this is not true. Another example: Farm Policy Failure.

Offsh iring: Let's return to the issue of offshoring and the exponentially increasing trade deficit. When we observe
exponintial growth we know a reinforcing feedback is responsible. What is it?

The E#vironment

|
The world economy is operating in an environment of oversupply compared to demand due to a global glut of ecen
capacity. This results in extreme price competition and downward pressure on corporate profits (see references bel

The world economy is also operating in a context of an excess of offshore labor supply compared to demand, which
produges very low offshore pay. Corporations have found they can tap this low-cost [abor supply to increase profits
corporation, if it considers profits too low {(and corporations logically always want higher profits, no matter what their
can logically increase offshoring to reduce costs and increase profits.

The Logical Logic that's Irrational

t for

mic
w).

Each
level),

Each gompany's offshoring adds to total offshoring, which also has the effect of lowering pay in the U.S. (see refergnces
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The Trade Deficit and the Fallacy of Composition Page 11

below).| This in turn reduces U.S. purchasing power and fotal U,S. market demand, which increases price competitig
Ieading‘ to pressure for even more offshoring.

So evely company Ibgically offshores to cut costs, but when all do, none have lower costs than others and they are
better dff than before in competing in the U.S., the world's largest and most profitable market ... for the time being,
finally kill off the goose that laid the golden eggs.

In addition, U.S. purchasing power erodes, undermining the whole. As long as offshore pay is lower than in the U.S.
there's a global glut of capacity, the individually logical decisions on the part of corporations will power this "reinforci

feedback." Offshoring increases products & services purchased from offshore and in tum results in an exponentiallyt

increasing trade deficit,

0 global glut

of supply
3y

total

market
supply

A's profd

Offshorin
A's Oftshoring

S Results

domand al total US

supply of ottahora total us i
offshore —j .i for o — In ___.. rchasing —w  markat ——jpe  PACO
labor offshora oﬂahormg pff Nmerﬂg 8  demand 0 competition
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B's Oftshoring

oﬂahorm% Oﬂshorlng prom
vity products /

<total gvices trade

otisha ring>__or' pmtxadﬂal-h deficit

fom offshore

The Structure of Offshoring driving an exponentialty-increasing trade deficit

Eventually, as offshoring continues, demand for offshore tabor will increase, but there wilt be a long delay before de

of 14
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for offshore labor exceeds supply. This will keep offshore wages low for decades, if not a century. If there were to be a

world equilibrium of pay, one might expect the equilibrium would be at the weighted mean between U.S. and China
Because there are so many Chinese workers compared to U.S. workers and because their pay is so low, the equilil]
would be a very low pay indeed.

Some maintain that as economic conditions improve offshore and pay rises, the world will purchase more goods fro
U.S. This won't be true because pay will only rise very slowly and they will also purchase from low-cost sources, no
the U.S.

See hgw the American Chamber of Commerce and World Bank are opposing an increase in working conditions and
China at Are there government & husiness entities that oppose impraving working conditions and wages?

Long before we reach such equilibria, the U.S. economy will collapse due to the exponentially-increasing trade defig
the rest of the world decides to stop taking U.S. dollars for their goods. In response the Federal Reserve will have 4

pay.
rium

m the
from

pay in

it as
raise

interest rates to maintain borrowing, because large and growing governmerit deficits and debt wor't allow the U.S. tp pay

off the loans.

This growing trade deficit is the root of the controversy over selling US ports to a UAE company. That wasn't, and s

il isn't,

about Tgood foreign direct investment in the U.5." (see Buffett's chart above showing increasing foreign holdings of J.S.
assets). It's about selling off parts of the US economy (including companies, buildings and toll roads) to take back spme of
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the dollars from foreign hands to stave off the collapse of the doliar.

Summ?ry:

e This reinforcing feedback will continue long as

~ o there's a global glut of supply relative to demand

| o large US-offshore wage disparities exist

1 o the US economy doesn't collapse ... exponential increases are unsustainable
What's individuaily fogical can be collectively irrational.

iNote: the issue of "trade” and the "trade deficit” is about more than simple "trade.” "Trade" is the "exchange gf one
Eing for another," not the "transfer of the factors of preduction.” Because of this, the logic of "comparative

dvantage" does not apply.
Note: Naticns don't "trade” ... companies do. It's not their job to look out for the good of the nation; that's
overnment's job. It's not doing it.
xpenential growth is slow at first ... lots of frogs are being boiled ... for now! ... because the frade deficit had been
ising relatively slowly As the rate of trade deficit growth increases, there will be fewer and fewer boiled frogs{;
hey'll be getting more and mere concerned and "jumping out of the pot." i
at to do? See the section above and:
o A Systems Thinking Perspective on Manufacturing & Trade Policy
o Why Offshoring is Economically Unsustainable “
o How the U.S. Subsidizes Offshoring of Jobs
J o American Manufacturing Trade Action Coalition site.
Note

, 10/30/05: |

| brought this page to the attention of a "free trade” advocate's comment at The Future of Amenican Manufacturing. i—ie d
written: But what on earth is an economist doing asking "What will be our competitive advantages in the emerging g)obal
economy?"?

I noted|that Trade and globalization depend upon absolute, not competitive or comparative, advantage, a very differient
idea. (Sorry I've had a type above since | wrote this, saying "depend on comparative”, when what | actually wrote |
below was "absolute".) | referred him to this page. |

His response:

know what the Tragedy of the Commons is. |'ve written on the subject 2 number of times myself. You equatie
offshoring with that. Sorry, TotC is about the overuse of a scare resource because of perverse incentives. ;
Dffshoring?? That looks like the use of a different resource for entirely sensible incentives. Don't see, unless|you
are an aconomic nationalist, how the two ¢can be compared.

My response:
To see how they're related, see the slides in my presentation at a meeting of the Colorado Springs Manufacturing

Task Force: A Systems Thinking Perspective on "Trade"” (pdf, 280K). All {this "All" version has the cartoopns and
he page numbers below are for this file). These structures make explicit how the dynamics play out.

The structure on p. 12 is the Tragedy of the Commons applied to ocean fishing, with which you indicate you’ e
familiar. The problem comes about, not because the incentives in this structure are "perverse” for the individyal,
they are totally logical and produce the desired results until the scarce resource limit is reached ... then comes the
tragedy. In systems our problems are often the result of our successes, not our failures. I

Tl'he figures from pages 13 to 17 build the structure of offshoring. The titles of the slides explain what's going pn as

the links are added.
|

You are correct in that they are different structures ... note that reinforcing (R) and balancing (B) loops are -
interchanged. However, as long as there's low offshore pay and price competition driven by a global glut of ;
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gapacity, the reinforcing feedbacks power offshoring and an increasing trade deficit. Reinforcing feedbacks pr!oduce
zxponential behavior ... as shown in one of the figures, the fit of trade deficit numbers to an exponential function is
uite good. :

What these structures have in common is that, though they are different, they are examples of the fallacy of
romposition: individually logical decisions producing results that are collectively irrational, That's the comparigon;
t's not that the structures are the same.

-0

For a guide to Reading Systems Diagrams there's a link to A Brief Introduction to Systems Diagrams that expﬁains
the S and O links, ’

As to whether I'm an "economic nationalist” or not: If there's a choice between being an "economic nationalist” and
tanding by as our economy crumbles, |'ll choose being an "economic nationalist.” As | note in my post, |
ecommend ending "reverse protectionism” and adopting Buffett's balanced trade mechanism ... and we need to
nd "comparative advantage" arguments that don't apply to the current situation (... absolute advantage is
perative).

References on Global Glut of Supply:

The Chicago Tribune, four-part series; "The economics of glut.”

ZDnewsspecials%20Ched

Overcapacity Stalls New Jobs By LOUIS UCHITELLE, NY Times, October 19, 2003
http:// nytimes.com/2003/10/19/business/ 19SQAP himl

| sine.
Refere;‘uces on Wages:

"Using i fficial Bureau of Labor statistics, Johns Hopking University economist Arold Packer calculates that employees'
share of the value added in the U.S. economy has fallen to its lowest point since records were first kept in 1947 -- and the
rate of J:lecline is accelerating."

‘Maybe We Could All Deliver Pizza . . .,"
\fodie T. Allen, 3/06/04, The Washington Post,
hitp:/Avww washingtonpost. comiwp-dyn/articles/A35469-2004Mar6. htm!

The recession in the U.S. has been over for more than three years. The economy has been growing at better than a 4%
annual clip for the past two. Profits, at least until recently, have been up. Growth in worker productivity has remaineg
strong.|... Yet wages for the typical worker aren’t even keeping up with inflation. Wages are growing unusually slowly for
this point in the economic cycle, especially given persistently strong growth in productivity ...

Norkers' Wages Trail Growth in Economy By DAVID WESSEL
Wall Street Journal - April 21, 2005; Page A2

Past Presentations:

Presentation at the Magellan Center {Longmont) on 11/9/06:
Magellan Center “Big 1dea” on Offshoring & “Trade”, A Systems Thinking Perspective (pdf, 1085K)

Presentation to the Colorado Springs Manufacturing Task Force meeting on 5/5/05.
See the slides at this link: A Systems Thinking Perspective on “Trade" (pdf, 290K). All

This article (modified) appears in the Summer 2005 issue of the Magellan Center's Magellan Explorer magazine with the
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title: "Is Our Trade Deficit Sustainable: A systems Thinking Perspective on Trade" (pdf, 32K) ... in approximatély the
same fprmat as in the magazine. '

[Discugsion below updated 4/25/06 & 5/4/06, including additional diagrams and charts. See update of charts on trade and
jobs asg of 3/07 at Populism, 'Trade' and Jobs].

© 2003 Canlinuous Improvement Associates

Top of Pdge

httn://www.exponentialimprovement.com/cms/print fallacy.shéml 7292009




Balance of trade - Wikipedia, the free encyclopedia Page:l of 7
Exbibil 212
Balance of trade font !

From Wikipedia, the free encyclopedia

The balance of trade (or net exports, sometimes A -
symbqlized as AX) is the difference between the : !

monetary value of exports and imports of output in
an economy over a certain period. It is the
relationship between a nation's imports and exports.

{11 A favourable balance of trade is known as a
trade surplus and consists of exporting more than is
imported; an unfavourable balance of trade is known
as a trade deficit or, informally, a trade gap. The
balance of trade is sometimes divided into a goods
and a services balance.

T PSSR o SR SR

J C ()]Ptents  The balance of trade encompasses the activity of exports and

’ imports, like the work of this cargo ship going through the
Panama Canal.

1
i
!
i

» | | Definition

= |2 Views on economic impact

= 2.1 Conditions where trade deficits
may be considered harmful

= 2.2 Conditions where trade deficits
may not be harmful

| u |3 Milton Friedman on trade deficits

» |4 Warren Buffett on trade deficits

5 John Maynard Keynes on the balance of
trade

6 Physical balance of trade

7 United States trade deficit

8 See also

9 Notes

10 External links

Definition

alance of trade forms part of the current account, which includes other transactions such as income from
ernational investment position as well as international aid. If the current account is in surplus, the

's net international asset position increases correspondingly. Equally, a deficit decreases the net
international asset position,

The trade balance is identical to the difference between a country's output and its domestic demand (the
differ¢nce between what goods a country produces and how many goods it buys from abroad; this does not
include money re-spent on foreign stocks, nor does it factor the concept of importing goods to produce for the
domestic market).

Measyring the balance of trade can be problematic because of problems with recording and collecting data. As
an illustration of this problem, when official data for all the world'’s countries are added up, exports exceed
imports by a few percent; it appears the world is running a positive balance of trade with itself. This cannot be
true, because all transactions involve an equal credit or debit in the account of each nation. The discrepancy is
widely believed to be explained by transactions intended to launder money or evade taxes, smuggling and other
visibility problems. However, especially for developed countries, accuracy is likely.

http://en.wikipedia.org/wiki/Balance of trade 7/29/2009
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|
Factors that can affect the balance of trade figures include:

» Prices of goods manufactured at home (influenced by the responsiveness of supply)
» Exchange rates regarded in 1933

s Trade agreements or barriers

n Offset agreements

» Other tax, tariff and trade measures

= Business cycle at home or abroad.

industrial goods), the balance of trade will improve during an economic expansion. However, with domestic
demand led growth (as in the United States and Australia) the trade balance will worsen at the same stage in the
business cycle.

The bi-]lance of trade is likely to differ across the business cycle. In export led growth (such as oil and early

(China and Japan) which now hold large sums of U.S debt that has funded the consumption.[?I131 The U_S. has a
trade surplus with nations such as Australia and Canada. The issue of trade deficits can be complex, Trade
deficits generated in tradeable goods such as manufaetured goods or software may impact domestic employment
to different degrees than trade deficits in raw materials.

Since {w mid 1980s, United States has had a growing deficit in tradeable goods, especially with Asian nations

Economies such as Canada, Japan, and Germany which have savings surpluses, typically run trade surpluses.
China, a high growth economy, has tended to run trade surpluses. A higher savings rate generally corresponds to
a trade surplus. Correspondingly, the United States with its lower savings rate has tended to run high trade
deficits, especially with Asian nations.

- i - L)
Views on economic impact

|
Economists are sometimes divided on the economic impact of the trade deficit.

Conditions where trade deficits may be considered harmful

Those who ignore the effects of long run trade deficits may be confusing David Ricardo's principle of
compa‘rative advantage with Adam Smith's principle of absolute advantage, specifically ignoring that latter. The

economist Paul Craig Roberts notes that the comparative advantage principles developed by David Ricardo do

not holld where the factors of production are internationally mobile.1*!5] Global labor arbitrage, a phenomenon
described by economist Stephen S. Roach, where one country exploits the cheap labor of another, would be a

case of absolute advantage that is not mutually beneficial. [67I8]

Since the stagflation of the 1970s, the U.S. economy .-~ = oo cmvemron s
has been characterized by slower GDP growth. In 5 U4 Rt nkrmstion v eimen poasaon
1985, the U.S. began its growing trade deficit with :
China. Over the long run, nations with trade

surpluses tend also to have a savings surplus while

the U.S. has been plagued by persistently lower

savings rates than its trading partners which tend to

have trade surpluses with the U.S. Germany, France,
Japan,|and Canada have maintained higher savings .
rates than the U.S. over the long run.[’] Some
economists believe that GDP and employment can
be dragged down by an over-large deficit over the
long run.['O1i1] Wealth-producing primary sector i Ral

jobs in the U.S. such as those in manufacturing and ! Detiorating U.S. net international investment position (NIIP)
| | has caused concern among economists over the effects of
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computer software have often been replaced by )
much lower paying wealth- consuming jobs such outsourcmg and hlgh U. S trade deﬁc1ts over the long run.[2]
those in retail and government in the service sector o

when the economy recovered from recessions. [121131(3] Some economists contend that the U.S. is borrowing to
fund consumption of imports while accumulatiing unsustainable amounts of debt.[21014]

In 2006, the primary economic concerns centered around: high national debt (39 trillion), high non-bank
corporate debt ($9 trillion), high mortgage debt ($9 trillion), high financial institution debt ($12 trillion), high
unfunded Medicare liability ($30 trillion), high unfunded Social Security liability ($12 trillion), high external
debt (amount owed to foreign lenders) and a serious deterioration in the United States net international

investment position (NIIP) (-24% of GDP),121 high trade deficits, and a rise in illegal immigration.[”][MJ

These issues have raised concerns among economists and unfunded liabilities were mentioned as a serious

problem facing the United States in the President's 2006 State of the Union address.!'!151 On June 26 2009,
Jeff Immelt, the CEO of General Electric, called for the United States to increase its manufacturing base
employment to 20% of the workforce, commenting that the U.S. has outsourced too much in some areas and can

no longer rely on the financial sector and consumer spending to drive demand.!17]
|

Condjtions where trade deficits may not be harmful
|

When economists contend trade deficits are not harmful, they generally refer to explanations of comparative
advantage. Buyers in the receiving country send the money back. A firm in America sends dollars for Brazilian
sugarcane, and the Brazilian receivers use the money to buy stock in an American company. This may lead to
profits leaving the U.S however as Americans may forfeit control. Although this is a form of capital account
reinvestment, it may not be a liability on anyone in America.

Such payments to foreigners have intergenerational effects: by shifting the consumption schedule over time,

some generations may gain and others lose 1131 However, a trade deficit may incur consumption in the future if
it is financed by profitable domestic investment, in excess of that paid on the net foreign debts. Similarly, an
excess on the current account shifts consumption to future generations, unless it raises the value of the currency,
deteriﬁg foreign investment.

However trade inequalities are not natural given differences in productivity and consumption preferences.
Trade dcﬁc1ts have often been associated with international competitiveness. Trade surpluses have been
associated with policies that skew a country's activity fowards externalities, resulting in lower standards. An
example of an economy which has had a positive balance of trade was Japan in the 1990s.

Milton Friedman argued that trade deficits are not necessarily important as high exports raise the value of the
currengy, reducing aforementioned exports, and vise versa for imports, thus naturally removing trade deficits
not due to investment. Milton Friedman's son, David D. Friedman, shares this view and cites the comparative

advantage concepts of David Ricardo.[!?]

Miltjon Friedman on trade deficits

In the 1980s, Milton Friedman, the Nobel Prize-winning economist and father of Monetarism, contended that
some ¢f the concerns of trade deficits are unfair criticisms in an attempt to push macroeconomic policies
favorable to exporting industries. In the late 1970s and early 1980s, the U.S. had experienced high inflation and
Friedman's policy positions tended to defend the stronger dollar at that time. He stated his belief that these trade
deficits were not necessarily harmful to the economy at the time since the currency comes back to the country
(country A sells to country B, country B sells to country C who buys from country A, but the trade deficit only
includes A and B). However, it may be in one form or another including the possible tradeoff of foreign control
of assets. In his view, the "worst case scenario” of the currency never returning to the country of origin was
actual}y the best possible outcome: the country actually purchased its goods by exchanging them for pieces of

httn://;en.wikinedia.org/wiki/Balance of trade 7/29/2009
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cheapl:y-made paper. As Friedman put it, this would be the same result as if the exporting country burned the
dollars it earned, never returning it to market circulation.[*%] This position is a more refined version of the

theore(n first discovered by David Hume.[*!] Hume argued that England could not permanently gain from
exports, because hoarding gold (i.e., currency) would make gold more plentiful in England; therefore, the prices
of English goods would rise, making them less attractive exports and making foreign goods more attractive

imports. In this way, countries’ trade balances would balance out.122]

Friedman believed that deficits would be corrected by free markets as floating currency rates rise or fall with
time to encourage or discourage imports in favor of the exports, reversing again in favor of imports as the
currency gains strength. In the real world, a potential difficulty is that currency markets are far from a free
market, with government and central banks being major players, and this is unlikely to change within the
forese?able future. Nevertheless, recent developments have shown that the global economy is undergoing a
fundamental shift. For many years the U.S. has bore world has lent and sold. However, as Friedman predicted,
this paradigm appears to be changing.

As of October 2007, the U.S. dollar weakened against the euro, British pound, and many other currencies. For

instance, the euro hit $1.42 in October 20071231, the strongest it has been since its birth in 1999. Against this
backdrop, American exporters are finding quite favorable overseas markets for their products and U.S.
consumers are responding to their general housing slowdown by slowing their spending. Furthermore, China,
the Middle East, central Europe and Africa are absorbing more of the world's imports which in the end may
result in a world economy that is more evenly balanced. All of this could well add up to a major readjustment of

the U.S. trade deficit, which as a percentage of GDP, began in 1991 [24]

1
Friedlﬁan and other economists have pointed out that a large trade deficit (importation of goods) signals that the
country's currency is strong and desirable. To Friedman, a trade deficit simply meant that consumers had
opportunity to purchase and enjoy more goods at lower prices; conversely, a trade surplus implied that a country
was exporting goods its own citizens did not get to consume or enjoy, while paying high prices for the goods
they atctually received.

Perhaps most significantly, Friedman contended strongly that the structure of the balance of payments was

misledding. In an interview with Charlie Rose, he stated that "on the books" the US is a net borrower of funds,
using those funds to pay for goods and services. He pointed to the income receipts and payments showing that
the US pays almost the same amount as it receives: thus, U.S. citizens are paying lower prices than foreigners
for capital assets to exchange roughly the same amount of income. The reasons why the U.S. (and UK) appear
to earn a higher rate of return on their foreign assets than they pay on their foreign liabilities are not clearly

understood. An important contributing factor is that the U.S. has investment primarily in stocks abroad, while

foreigners have invested heavily in debt instruments, such as U.S. government bonds [25], 28] Other reports
contend that U.S. net foreign income has deteriorated, and appears set to stay in deficit in the future 271,

Friedman presented his analysis of the balance of trade in Free to Choose, widely considered his most
significant popular work.

Warren Buffett on trade deficits

The syccessful American businessman and investor Warren Buffett was quoted in the Associated Press (January
20, 2006) as saying "The U.S trade deficit is a bigger threat to the domestic economy than either the federal
budget deficit or consumer debt and could lead to political turmoil... Right now, the rest of the world owns $3
trillion more of us than we own of them."

John Maynard Keynes on the balance of trade

In thejlast few years of his life, John Maynard Keynes was much preoccupied with the question of balance in
international trade. He was the leader of the British delegation to the United Nations Monetary and Financial
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Conference in 1944 that established the Bretton Woods system of international currency management.

He was the principal author of a proposal—the so-called Keynes Plan—for an International Clearing Umion. The
two governing principles of the plan were that the problem of settling outstanding balances should be solved by
'creating' additional 'international money', and that debtor and creditor should be treated almost alike as
disturbers of equilibrium. In the event, though, the plans were rejected, in part because "dmerican opinion was
naturally reluctant to accept the principal of equality of treatment so novel in debtor-creditor relationships”.
128}

His view, supported by many economists and commentators at the time, was that creditor nations may be just as
responsible as debtor nations for disequilibrium in exchanges and that both should be under an obligation to
bring trade back into a state of balance. Failure for them to do so could have serious consequences. In the words
of Geoffrey Crowther, then editor of The Economist, "If the economic relationships between nations are not, by
one means or another, brought fairly close to balance, then there is no set of financial arrangements that can

rescue the world from the impoverishing results of chaos." 129}

These ideas were informed by events prior to the Great Depression when—in the opinion of Keynes and
others-—international lending, primarily by the United States, exceeded the capacity of sound investment and so
got diverted into non-productive and speculative uses, which in turn invited default and a sudden stop to the

process of lending. ;301

Influenced by Keynes, economics texts in the immediate post-war period put a significant emphasis on balance

in trade. For example, the second edition of the popular introductory textbook, An Cutline of Money, (311
devoted the last three of its ten chapters to questions of foreign exchange management and in particular the
'problem of balance'. However, in more recent years, since the end of the Bretton Woods system in 1971, with
the increasing influence of Monetarist schools of thought in the 1980s, and particularly in the face of large
sustained trade imbalances, these concerns—and particularly concerns about the destabilising affects of large

trade surpluses—nhave largely disappeared from inainstream economics discourse 32! and Keynes' insights have

slipped from view 33! they are receiving some attention again in the wake of the financial crisis of 2007-2009.
[34]

Physical balance of trade

Monetary balance of trade is different from physical balance of trade (which is expressed in amount of raw
materials). Developed countries usually import a lot of primary raw materials from developing countries at low
prices. Often, these materials are then converted into finished products, and a significant amount of value is
added. Although for instance the EU (as well as many other developed countries) has a balanced monetary
balance of trade, its physical trade balance (especially with developing countries) is negative, meaning that a lot
less material is exported rather than imported.

United States trade deficit

The United States of

America has held a trade

deficit starting late in the 1960s. It was this very deficit that forced the United States in 1971 off the gold
standard. Its trade deficit has been increasing at a large rate since 1997 1331 (See chart) and increased by 49.8
billion dollars between 2005 and 2006, setting a record high of 817.3 billion dollars, up from 767.5 billion

dollars the previous year.[36]
It is worth noting on the graph that the deficit slackened during recessions and grew during periods of

expansion. Also of note, many economists calculate trade deficits and/or current account deficits as a percentage
of GDP. The US last had a trade surplus in 1991, a recession year. Every year there has been a major reduction
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in economic growth, it is
followed by a reduction in
the US trade deficit.[24] The
investor Warren Buffett has
proposed a tool called Import
Certificates as a solution to

the United States' problem.
[37]

See also

= List of the largest
trading partners of the
United States

» Current account

= Balance of payments

» FRED (Federal e o
Reserve Economic United States trade deficit (1991-2005).
Data) : T

= List of countries by
current account balance
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THE American trade deficit is collapsing at the fastest rate ever, a
testament to the ability of a worldwide recession to sharply reduce PRINT
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The United States estimated this week that the trade deficit, as a
percent of gross domestic product, fell to 2.4 percent in the first
quarter of this year.
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That is the smallest deficit in a decade, as can be seen in the
accompanying chart, It is less than half of the deficit shown in the
first quarter of 2008, when the American recession was new and not yet devastating
other economies.

Few countries have reported first-quarter data as yet, and the American number will be
revised. But what appears to be happening is that much of the pain from the fall jn
American consumption is being felt in other countries, since cxporters in those countries
supplied the products that Americans are no longer buying.

Declining trade deficits in the Unitced States are likely to be matched by falling trade
surpluses in countries that have historically been net exporiers. That is one reason
Germany’s economy appears to be faltering badly and China has embarked on a huge
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o The Fallacy of Composition
¢ Trade Dynamics

A preliminary on the greatly misunderstood concept of "comparative advantage"

It must be noted that the issue of "trade" and the "trade deficit" is about more than simple "trade." "Trade" is the "exchange
of one thing for ancther,” not the "transfer of the factors of production.” Because of this, the logic of "comparative
advantage” does not apply. This is an important point because "free trade" advocates rest their arguments on the premise
that "comparative advantage” applies. It does not. Instead, "absolute advantage” applies.

in A Systems Thinking Perspective on Manufacturing & Trade Policy, | draw from the following sources to explain.

Lester Thurow in The Future of Capitalism (1996, pp. 89, 70) explains the "theory of comparative advantage" and
describes the assumptions required for it to hold:

"The classical theory of comparative advantage is often taught as if everyone benefits from trade. Technically that
is not true. The total income of every country that takes advantage of comparative advantage grows, but there will
be individuals within each country who lose. What the theory holds is that those who gain from international trade
receive enough extra income from their activities that they could compensate those who lose when international
trade commences. If that compensation isn't actually paid (and it almost never is), then those who lose are quite
rational to oppose international trade.

"But in the classical theory the losses Trade Deficit Actual & Projected

usually will be quite small. First, full

employment is assumed to exist. Free Trade Deficit

trade does not push anyone into (Actual thru 2005 with exponential e xtrapolation)
unemployment. Second, transition costs ]

are assumed to be zero. There is no 6000 I Dro‘!eciim?
region-, industry-, or firm-specific physica) ® 5000 +—Trade Deficit| 2008—4
or human capital that is destroyed when 8 2004 |~ 10%__|
workers are forced to shift between 4000 1 2005 GDP. . w50 | o E
regions, industries, or firms. Third, returns | | & 3000 1 $12,487 hillion e | GDP /K
are assumed to be everywhere equal. e __app

Each industry has the same rate of return lg 2000 103/" §1,2498 ”i“ l V]

on human or physical capital. Each firm > 1000 1 5%3$ 6258 } - 5
and industry pays the same wageratefor | | & ¢ , ok
a worker's being willing to give up an hour 4000 .
of leisure. As a consequence, being 1950 1965 1970 1975 1980 1985 1890 1995 2000 2005 2010 2015
forced to shift jobs doesn't change wages Yeor

very much, if at all.” hitp#wiwe.census. gowifareign-trad efstatistics/histori caligands bt

. U.8. Trade Deficit - actual with exponential projection
Paul Craig Roberts notes:

"David Ricardo discovered the principle of comparative advantage in the early 19th century. He recognized that the
principle did not hold if all factors of production are internationally mobile. Mobile factors of production would
migrate to countries that had the greatest absolute advantages. Those countries would gain and all others would
lose. ... Today, absclute advantage resides in an abundant supply of cheap and willing labor."

What's happening?
The chart above shows that the trade deficit for 2004, stated as $617.7B, was over 5% of GDP. At that time, projecting
along the exponentially-increasing trend (note the confidence in the trend being exponential based on the data

was excellent: R-squared = 0.9685), the trade deficit was projected td be at 10% of GDP by 2008.

In line with this trend, the February 2005 deficit was $61.04B, a yearly rate of $732.5B, over 6% of GDP. The actual U.S.
trade deficit for all of 2005 was right in line with the exponential trend at $723.6 billion.
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Use your browser to search for "Updated”. Especially see the chart on when the GDP crosses the cumulative trade

deficit in the "What's Happening" section below.

Go to the section describing the "Fallacy of Composition"

A presentation, "The Problem is Bigger than the Loss of Manufacturin
mode, PDF w/links, 471K, PDF w/notes, 433K: Updated and expande
‘trade' deficit and Colorado jobs through of July 2007 plus a summary
and health insurance.

See also the very short handout on The Coming Economic Collapse fi

Preface. The Impact of an Exponentially-Increas
We're Between a Rock and a Hard Place

The U.S. economy will collapse. Repeat. The U.S. economy, and prot
the United States’ exponentially-increasing trade deficit.

g" (Powerpoint, 1280K, links active in SlideShow
d 8/28/07), contains updated charts on the U.S.
of the main points on what to do about 'trade’, taxes,

rom ‘Trade' and Offshoring. 7/17/07.

ing Trade Deficit:

yably the world economy, will collapse because of

Updated chart:
Trade Deficit (actual & prajected) - 2006 Data
4000 Goodness of fit to exponential: R = 9757, perfect = 1.00
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That's overali and it's increasing rapidly with China, too. See the charl

-
Trade Deficii thru 2008 with Trend: An excellent fil to an exponential function. Perfect fit = 1.000

below.

The rest of the world will, within the next few years if not sooner (it's already happening), decide to stop taking U.S. dollars
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