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INTRODUCTION

“Just before the Chinese President was to arrive in the U.S., a radio show host asked me what I would say to him if I were President. I said I would have told him to stay home. Don’t come here until you stop screwing us.”

Donald Trump, January 2011

America is being ripped off.

And our own leaders are not just complicit, they’re actively assisting in the process.

A newly fashionable dogma of globalism—enthusiastic support for an economic and cultural view of “the world as one”—has supplanted a fundamental concern for the interests and needs of American citizens in the priorities of our national government. Instead, more and more, we are encouraged by the political and corporate power elite to view ourselves as citizens of the world, where international committees, not individual nations, make the rules that we must follow.

As if pride in our own country and a desire to maintain our democratic institutions is just some kind of knee-jerk nationalism by out of touch, embittered, old-fashioned, and cranky people.

This planetary imperative, inculcated in top schools and advocated by the bureaucratic elite, routinely supersedes our own domestic needs and led to one economic catastrophe after another, and, unfortunately, more are coming.

The fact is that we are increasingly ruled by an incestuous and institutionalized worldwide liberal bureaucracy. These so-called experts, who have led us off the cliff in the first decade of the twenty-first century, continue to command our obedience. And our elected officials won’t defy them or even think for themselves.

In the globalist community, democracy is utterly unfashionable. These elites see voters as annoying masses who are simply too stupid to know what is really good for the world. Their contempt extends to our leaders: They view legitimately elected officials as dangerous demagogues exploiting their voters’ credulity. They believe, instead, that career experts like themselves, trained at the top academies, weaned on Wall Street, and institutionalized in the bowels of government bureaus, are destined to rule the new world, telling us what to do, how to live, and dictating what we earn.

Everywhere we see the wreckage of their decisions. We see it in the rusting hulks of their favored banks and companies, the metastasizing cancer of personal bankruptcies filed by ordinary American families, and the flawed consequences of their misbegotten policies. As Talleyrand once said to the Bourbon kings of France, they “learn nothing and forget nothing” and constantly proffer the same discredited solutions.

And our own leaders won’t stand up for our interests. Hypnotized by the beat of globalism, they throw away our prosperity, drive our own companies into insolvency, and strangle us with regulations and taxes to our competitive disadvantage.

Meanwhile, other nations focus only on their own self-interest. They laugh as our environmental regulations and labor laws put our own companies out of business and yield the playing field to them. They chant anti-American slogans and fund terrorists while raking in our foreign aid.

What’s wrong with this picture?

Global institutions encroach on our national sovereignty, usurping decisions about our own economy, energy, environment, land, and businesses. When Cuba, Venezuela, and Russia drill off Florida shores while our own government won’t grant US companies permits, we see a microcosm of what afflicts us.

It’s time to stop this and reclaim our democracy, own sovereignty, and our common sense.

Because foreign countries and companies are exploiting us, right on our own soil. Many foreign countries want—and get—something concrete from us. In order to get what they want, more and more foreign governments are hiring influential lobbyists, usually former top bureaucrats or members of Congress, to shape American policy and American aid in their own particular interest. In 2009 and 2010, for example, foreign entities spent $487 and $460 million, respectively, on trying to influence Congress and the Obama administration and use the media to propagandize their point of view!1

Even the late Muammar Gaddafi had a seat at the table, hiring a former Congressional leader to do his bidding.

It’s no wonder that our foreign policies are so dysfunctional. In many cases, they are developed with the input of our enemies!

It’s time to change the way things are done in Washington.

For at least the last sixty years, elite technocrats have determined our national and international policies. They shuttle between government and academia, reveling in their shared assumptions and priorities, but never consulting us or caring much about what we think. Their elitist self-absorption has created a vast disconnect between the agenda of those who determine and administer our foreign policy and our collective national values.

This disconnect has led a majority of American voters into the grip of pessimism and despair, animated by a conviction that our nation has passed its peak.

A July 2011 poll conducted for The Hill found that 37 percent of likely voters believe America’s best days are over and 62 percent think that we are being overtaken by other countries in important ways.2

This pessimistic view was prevalent in the views of a majority of voters in both major parties, as well as independent voters:

 



PERCENTAGE OF LIKELY VOTERS BY PARTY IDENTIFICATION THAT BELIEVE OTHER COUNTRIES ARE OVERTAKING THE US:

Republicans: 70%

Independents: 63%

Democrats: 52%3





 

And America is no longer universally considered the strongest economy in the world. A February 2011 Gallup poll found that, for the first time, 52 percent of Americans identified China, not the United States, as the leading economic power in the world today.4

The lingering recession and economic uncertainty have contributed to a widespread and growing crisis of confidence in the American government. All across the United States, people in different walks of life no longer now believe that the federal government is developing and enacting national policies in their interest. In fact, in a July 28, 2011, poll conducted for The Hill, a majority of the respondents indicated that they believed that political decisions on the federal level actually have a negative effect on their lives.5 Even more stunning is the finding in the Rasmussen poll during the same period that only 17 percent of Americans believe that “our government is governing with the consent of the governed.”6 This is a startling repudiation of the traditional long-standing covenant between the voters and the government and underscores the need for radical change.

This book will examine the ways in which nations and international organizations take advantage of us, expose the cost it imposes on us, and probe how our own leaders are complicit in the process. The book will identify many of the bureaucratic villains who have led us into the economic mess that we now face. It will recommend commonsense solutions to rectify the situation, end foreign exploitation, and make America’s leaders put our needs first once more.

It’s time to take back America.

Because, after all, it belongs to us.








PART ONE

A WORLD WITHOUT DEMOCRACY; AMERICA WITHOUT SOVEREIGNTY








Government of the people, by the people, and for the people is on the verge of perishing from this earth. It is succumbing not to fascism or communism. It vanquished both of those formidable foes. Nor is it in danger of falling to Islamist extremism. Our increasing energy independence precludes that scenario.

Nor are we mortally threatened by dictatorships around the world. The tyrants who rule other countries are sitting, ultimately, on volcanoes that are ready to erupt at any minute. As Mubarak, Gaddafi, Milosevic, Hussein, and so many others have learned, the volcano remains quiescent for only so long. The current rulers in China, Russia, Iran, Venezuela, and Saudi Arabia should take note.

However, democracy is, still, under siege from its real enemy, bureaucracy: government by so-called experts. In each important sector of our lives, these experts are taking over, removing power from the hands of the governed, and always acting in what they perceive as our own best interest. But always without asking our permission.

As C. S. Lewis (quoted by Mark R. Levin in Liberty and Tyranny) pointed out, “regulation by do-gooders can be the most frightening of all tyrannies, a tyranny exercised for the good of its victims may be the most oppressive. It may be better to live under robber barons than under omnipotent moral busybodies. The robber baron’s cruelty may sometimes sleep, his cupidity may at some point be satiated; but those who torment us for our own good will torment us without end, for they do so with the approval of their own conscience.” Levin describes how the moral busybodies seek to oppress us with “soft tyranny,” telling us what to do for our own good. And, as Lewis noted, they will “torment us without end” if we give them the chance.1

Look how far soft tyranny has advanced already!

We no longer control our nation’s economy. The Federal Reserve Board does that.

And we no longer control the Federal Reserve Board. The International Monetary Fund (IMF), working through the G-20 group of nations, sets the policies that the Fed is obliged to follow.

We can’t decide whether to go to war. The United Nations does that with its Russian and Chinese vetoes hanging over our head. Globalists are even trying to make the waging of a war without UN approval an international crime of aggression, and hold our leaders individually and criminally responsible if they commit it.

We don’t control our trade policies. The World Trade Organization (WTO) does that, decreeing that we must have zero tariffs and let in every import, while China rigs its currency to undercut our prices.

We don’t set our own manufacturing and energy policies. The climatologists and their green allies do that. They decree how much carbon we can emit, from what sources, and when we can do it. Meanwhile, India and China have increased their greenhouse-gas emissions by 10 percent a year in each of the last three years without sanction or consequence.

We don’t control what our Congress does. The lobbyists and special interests do that, financing the campaigns of incumbents who do their work out of view, in committee, inserting clauses in fine print to serve their clients.

We don’t control land use policies in our own communities. The global environmentalists do that, using UN treaties to structure decisions about what we can build and where our cities can grow.

We don’t control our social policies. The courts do that, legislating from their lifetime appointments on the federal and state bench, unelected and unaccountable.

We don’t control our borders. Nobody does that, and more than 12million people live here illegally.

Meanwhile, internationally, bureaucrats of Western nations have coalesced into a major new drive for power, using international institutions to control the actions of nation-states. Not only do they now try to dominate decision making in their own countries, they want to erect a superstructure of control over all elected national leaders to supersede their authority.

Economists, diplomats, academics, sociologists, demographers, climatologists, international bankers and lawyers, and other elites feel they know what is best for us and are determined to override the decisions of our elected democracies to impose their visions on us.

The international bureaucrats, both American and European have one aim: to cripple the power of we the people of the United States. Ever since the end of the Cold War, they have come to see the unipolar world, dominated by the American democracy, as a dangerous thing. Unwilling to trust the American people with the tremendous power of global leadership, they are trying to marginalize the United States and subsume it within a superstructure of global governance.

To them, the prospect of depending on the wisdom of any democratic electorate is problematic. They see the US electorate as embracing cowboy capitalism, jingoist nationalism, and self-satisfied isolationism. Domestic bureaucrats and supposed international experts seek to ensnare us in a web of laws, regulations, and treaties—using what they call soft power to control us. We are like Gulliver being tied down by the Lilliputians.

Implicit in their entire global construct is the notion that these experts know best and that democracy is a poor substitute for their collective wisdom.

And we are cursed with a president who sees things their way. As Marion Smith of the conservative Heritage Foundation wrote: “The Obama Administration’s direction on human rights and global engagement is consistent with the prevailing international mood. Pooled sovereignty is all the rage among governance experts and practitioners throughout Europe and elsewhere.”2

“Pooled sovereignty?” What a ridiculous phrase. It is an oxymoron! Sovereignty means the power and control that a nation exercises over its own territory. By definition, it can’t be pooled. And, even if it could be, we don’t want to be!

Liberals are pressing for ratification of the Law of the Sea Treaty so that we won’t run our coastline. The international community will do that, stripping us of the right to use the oceans at our borders as we wish.

They also want us to become part of the International Court of Justice so we won’t run our own criminal justice system. The court will do that. Americans won’t have the right to trial by jury in this court. Increasingly, international legal precedents find their way into US Supreme Court opinions.

BUREAUCRATS AND BANKERS TRIUMPHANT:
 HOW THE FED TOOK OVER THE ECONOMY

The erosion of our democratic control over our lives and our institutions starts at home, with the Federal Reserve Board. Nowhere is the ceding of democratic control to the elites more evident than in the charter, operations, and imperious unaccountability of the Fed.

The Federal Reserve’s powers over the economy clearly exceed those of the president or Congress. It can raise or lower short-term interest rates at will. It determines the size of the money supply. As a regulator, it controls the vast majority of our nation’s banks and, through the provisions of the newly enacted Dodd-Frank legislation, exercises formidable power over the banks and even the nonfinancial institutions it does not regulate.

The supremacy of the Federal Reserve, cemented in the wake of the current economic and fiscal crisis, reflects the victory of our domestic elites over popular government. The Fed is run by a fifteen-member board. Seven of them come from a self-perpetuating group of bankers, chosen by their fellow bankers, with no popular or political involvement. Eight members, including the chairman, are appointed by the president for fixed terms and subject to Senate confirmation. The insulation fixed terms gives the chairman of the Fed makes political control very tenuous and indirect.

The president’s power of appointing the chairman of the Federal Reserve Board is more apparent than real. Whenever the chairman’s term comes up, Wall Street clamors for his reappointment to shore up business confidence. They wonder, aloud, whether the president will throw Western civilization into chaos by naming his own man. Since 1953, we have had eleven presidents of the United States, but only five chairmen of the Federal Reserve (not counting G. William Miller, who served for only one year). Presidents Eisenhower, Kennedy, Johnson, Ford, Reagan, Bush 41, Clinton, Bush 43, and Obama have all been content to reappoint the chairman who was serving when they took office. These presidents differed with one another radically in their economic policies, but they all bowed to Wall Street when it came to naming the chairman of the Federal Reserve Board—the key economic policy-making position within their control. Presidents change their cabinet frequently and at will, but not the chairmanship of the Federal Reserve Board.

The battle between the experts and the people for control over the economy goes way back in American history.

In 1791, in President George Washington’s first term, Treasury Secretary Alexander Hamilton and the ruling Federalist Party created the Bank of the United States largely at the behest of financiers and northeastern industrialists. Hamilton’s philosophical and political rival, Thomas Jefferson, viewed the bank with suspicion, distrusting concentrated economic power.

As the bank’s power grew, it began to conflict with the interests and needs of America’s westward expansion. Pioneers wanted easy credit to buy land and put down stakes, but the bank was committed to high rates and limited credit. The same theme has recurred throughout our history: Those without money want easy credit to amass wealth, while those already financially endowed want tight money policies to protect it.

In the early 1830s, populist President Andrew Jackson from the then-frontier state of Tennessee struck back against the bank and its champion, Massachusetts Senator Daniel Webster. Jackson prevailed, warning that if one institution had control over the currency, credit, and the money supply, it would become an oligarchy strangling the economy and corrupting the government.

However, it soon became evident that Jackson had gone too far in killing the bank entirely, because there was nothing to take its place. Each state chartered its own banks, which fueled rampant speculation and currency instability. A disastrous depression followed in the late 1830s, and the economy hobbled along without a stable currency.

Pressed by the financial demands of the Civil War, Lincoln and Treasury Secretary Salmon Chase printed greenbacks, paper currency not backed by gold but by bonds sold to the public. Amid the exigency and urgency of the Civil War, the northern public accepted the greenbacks and bought the bonds that underpinned them.

But, as the Civil War ended, tight money policies returned. In 1863, Lincoln created federally chartered banks and, after Appomattox, Wall Street called upon the government to stop printing paper currency and return to a gold-only money supply.

These tight money policies, coupled with the high protective tariffs business demanded, enraged the farmers. They had to borrow money to buy feed, seed, fertilizer, and land, and then had to pay back these loans with ever-scarcer dollars, as the value of the currency increased. And, compounding their anger, they had to purchase household goods that were more and more expensive because of the high tariffs.

In 1896, their discontent erupted into a political war, a key turning point in our history. The Democrats, largely from the South and the West, were led by presidential nominee William Jennings Bryan, who demanded that tight money policies end. His core idea was to let silver, which was more plentiful than gold, circulate as an additional form of currency. He called it bimetalism. He stirred farmers into a crusade crying, “You shall not crucify mankind upon a cross of gold.” The Wall Street-dominated Republicans nominated William McKinley, as they recoiled in horror at the idea of a cheap currency and insisted on a gold-only, tight-credit money supply.

McKinley won and gold reigned supreme. Tight money had triumphed. American capitalism boomed on a foundation of sound money behind high protective tariff walls.

However, the tight credit policies kept dragging down the farmers, who still dominated the American economy. Financial panics dogged McKinley’s successor President Theodore Roosevelt. But the private sector regulated, and righted, itself. When Roosevelt faced a massive economic panic in 1905, he summoned J. P. Morgan (not the bank, the man) to the White House and asked him to intervene to stop financial collapse. Forbes describes how Morgan rallied Wall Street’s bankers and “sent the vice president of the Stock Exchange down on to the floor with their money to buy significant positions in blue-chip American stocks at some 300% of their market value. That action staved off complete collapse of the banking system . . .”3

However, the panics kept coming, and nobody could stop the one that seared through the country in 1907 from dragging down prosperity. The economy and the banking system had become too large for any one man, or bank, to regulate it and prevent panic from leading to collapse.

So, on December 23, 1913, President Woodrow Wilson signed legislation, part of his New Freedom agenda, creating the Federal Reserve Board.

And, with the ascension of the Fed to power, our economy came to be managed by an elite of economists, bankers, and financiers, without much reference to the power of democratically elected officials.

Initially, the Fed’s mandate was to promote banking stability, protect the currency, and hold down inflation.

Throughout the 1920s, the Federal Reserve Board permitted relatively easy credit policies and fueled the stock market boom of the roaring decade. Investors were allowed to buy stocks on credit (margin) with only a minimal down payment, and a giant speculative bubble began to form.

And a devastating bust followed when the stock market crashed in 1929 and the economy reeled into the Great Depression. But the Federal Reserve made the depression far worse. The Fed did not see its job as fighting unemployment or mitigating the effects of the depression, but rather focused on fighting inflation and protecting the currency. When the Fed’s leaders saw first Hoover, then FDR, spending more and more to fight the depression, they worried that the resulting budget deficits would undermine the currency and trigger inflation so they raised interest rates, which tightened credit and deepened the depression. This huge mistake denied the economy badly needed stimulus after the 1929 crash. Then, the Fed repeated its mistake, raising rates again in the mid-1930s, helping to trigger the depression of 1937 to 1939.

The board’s fear of inflation in the ’30s was completely fanciful. Inflation? Hardly. Prices were in free fall as consumer demand fell apart. But the Fed persisted in its policies.

The liberals who controlled Congress were so angry at the Fed’s tight credit policies that, as soon as World War II ended, they retaliated by passing laws in 1946 and again in 1978, under liberal Democratic presidents Truman and Carter, expanding the mandate of the Fed to include moving toward full-employment policies as well as fighting inflation.

This new mission for the Fed set up an inherent conflict between fighting inflation and promoting full employment.

Economists realized that to hold down prices, the Fed needed to lower demand for goods and services to stop the economy from overheating and too much spending power from accumulating. If demand were allowed to rise unchecked, too much money would end up chasing too few products or services, causing prices to rise. Thus, the Fed would respond to fears of an overheated economy by raising interest rates and reducing the money supply. William McChesney Martin, chairman of the Federal Reserve from 1951 to 1970, famously described the process as “taking away the punch bowl just as the party got going.”4

But the Fed’s other mission, fighting unemployment, required the opposite policy. To create jobs, demand had to rise, stoked by low interest rates and easy credit. Lean too far one way, with easy credit and low interest rates, and inflation threatened. Lean too far the other way, with tight credit and high rates, and joblessness rose as the economy sagged.

Back then, in the 1960s, the subject of Fed policies was still in play as a political issue. Voters still had a choice. The ensuing debate broke largely along partisan lines with Republicans fearing inflation and favoring tight credit, and most Democrats worrying more about unemployment and wanting an expansive monetary policy.

Crusty Texas Congressman Wright Patman, chairman of the House Banking and Finance Committee from 1965 to 1975, constantly railed against high interest rates imposed by the Fed, echoing the historic demands of his agrarian constituents for easier credit. Patman snarled at Fed Chairman Arthur Burns as he testified before Patman’s committee: “Can you give me any reason why you should not be in the penitentiary?”5

The battle over Fed policies, between tight money and easy credit, had raged through the first two hundred years of our country’s history. Hamilton faced Jefferson over the establishment of the Bank of the United States. Webster battled Jackson over killing the bank. McKinley ran against Bryan over maintaining the gold standard. And liberals expanded the mission of the Fed to fight unemployment after its way too restrictive policies during the depression. Each battle was but a continuation of the same conflict between tight and easy credit, Wall Street and the populists, urban versus rural America, manufacturers against farmers, big banks fighting to absorb smaller community banks, Wall Street competing against Main Street small businesses.

Eventually, a political consensus developed among the nation’s leaders to leave these matters to the Federal Reserve Board and take them out of our politics. Around the time of the Kennedy administration, Keynesian economics was the rage and the idea became fashionable that the economy could be scientifically managed to avoid the extremes of the business cycle. A little increase in interest rates here, a bit of a cut there, and the economy would purr along with low inflation and minimal unemployment. Increasingly, politicians were reluctant to interfere with the Fed and politicize its deliberations. A huge issue in American politics was shifted out of democratic politics and delegated to the supposed experts at the Fed.

But then came the Vietnam War. Reluctant to give up his dreams of a Great Society even as war costs soared, President Lyndon Johnson refused to cut domestic spending or raise taxes. Deficits rose. Nixon continued the irresponsible course and double-digit inflation set in by the end of the ’70s.

The Fed saved the day. Under the leadership of Chairman Paul Volcker, it raised interest rates high, triggering massive unemployment, and bringing inflation to a sudden halt. When things returned to normal and inflation was tamed, the Fed loosened up on the controls and the economy boomed during the ’80s.

From then on, America learned to trust the Fed. At a time when it had to stand up against the entire country and, literally, cause a recession, it had done so without flinching. We all came to trust the Fed, which had cured the economic problems more than the elected officials who had caused them.

During Dick’s time at the Clinton White House, criticism of the Fed was forbidden. While President Clinton overtly avoided clashing with Federal Reserve Chairman Alan Greenspan, he privately believed that structural factors, like the higher productivity (triggered by computers and the Internet) and the flow of low-priced foreign imports, would hold down inflation and, thus, that the Fed could and should loosen up a little. When the president gave voice to these ideas in public, suggesting that the Fed should loosen credit and permit a higher level of economic growth to solve the budget deficit, the establishment arose in howls of alarm and indignation.

But, eventually, Clinton had his way and the Fed came around to agree with his assessment of the economy. The Fed cut the short-term interest rates, which it directly controls, and the bond market, heartened by the balanced budget, cut-long term rates as well. A decade of prosperity followed.

Then, on 9/11, bin Laden attacked and the Clinton prosperity came to a sudden halt as commercial activity slowed down and the travel industry tanked. The Fed, basking in the glow of public praise after the prosperity of the ’90s, tried to prolong the good times by cutting rates and encouraging lending. The first decade of this century saw a concerted effort by the Fed to feed demand. Nobody worried about inflation. The Fed forgot to take away the punch bowl. The easy credit led to speculative bubbles—savings and loan real estate investments, Internet stocks, and, finally, subprime mortgages—with consequences that were disastrous.

After the economy fell apart in 2008, the Fed just accelerated the policies that it had pursued in the 2000s. It was as if the lunatics had taken over the asylum. The Fed, historically the guardian of the currency, suddenly behaved like the ultimate populist, printing money like a madman, almost tripling the money supply in only two years (likely another huge mistake for which we will pay with hyperinflation). Deficits didn’t matter. Feeding the economy was all that counted.

However, in the process, a new political reality had taken hold. No longer was the Fed bound at the hip with the Republican Party, committed to fighting inflation and protecting the currency. Now, it was more joined with Democrats, who wanted an expansionary fiscal policy and were willing to accept the attendant risks of inflation. Wall Street, too, switched sides, no longer standing for sound money but increasingly operating like a casino, taking bets and riding hunches.

The lunatics have truly taken over the asylum.

But, despite its misjudgments, the Fed still reigns supreme, arrogating to itself decisions about credit, money supply, inflation, and unemployment. Elected officials are loath to challenge it. Senators and congressmen can only sit back and watch as these demented decisions are made. Voters don’t count. No democracy permitted here. Compared to the Federal Reserve, the Vatican is democratic!

HOW FRANCE AND GERMANY ARE TRYING
 TO TAKE CONTROL OF OUR ECONOMY

Now this phenomenon of government by expert-elites has moved even further away from government of the people. The international community is empowering the International Monetary Fund (IMF) to be the capo di tutti capi (boss of all bosses), the superagency to control and coordinate the policies of all the central banks, Fed included, making it even more remote from popular, or even national, sovereignty.

The IMF wants total control over the economy of the world and, through this ultimate form of mission creep, advances toward its objective.

Originally founded in 1944, as a result of the Bretton Woods Conference to stabilize and protect the global banking system, the IMF became something of a fire department, putting out currency conflagrations throughout the world. As one emerging economy after another went through the trauma of speculators attacking its currency, the IMF always came to the rescue. Mexico, Malaysia, Thailand, Argentina, South Korea, Russia, and others leaned on IMF funding for survival. When speculators like George Soros spotted a weak currency lagging behind the herd, they would pounce, anticipating an easy kill and the profits that would come from selling the targeted nation’s currency short, at which point the IMF would swoop down to defend the currency and back it up with massive global resources.

From there, the IMF proceeded to its own version of fire prevention, intervening earlier in the process to steer countries away from lax fiscal policies and big deficits before they reached a mass critical enough to make them a target for greedy speculators on the prowl.

Its prescription for righting the financial ships of the various countries was always the same: austerity. Like an international bad news bear, the IMF demanded higher taxes and less spending. Never mind that its policies slowed economic growth, spread poverty, and promoted social unrest: they lowered budget deficits and made the nation’s currency less vulnerable.

The mission of global nanny led increasingly to what Third World leaders called a new colonialism. As currency predators hovered nearby, the IMF brought more and more countries under its protective wing, demanding less spending and higher taxes in return.

(Greece, Italy, Spain, and Portugal—the European miscreants—were immune from IMF supervision because they had adopted the euro, a currency regarded as too big and too stable to fail.)

This new colonialism did not sit well with the less-developed nations of the world. While the fire department was welcome when the flames closed in, the IMF increasingly became a hated institution in the capitals of the world.

Not content with ruling the developing world, the IMF began to expand its mandate to try to take over the other economies of the world, including ours. It set itself up as the staffing for the G-7 group of nations (now expanded to the G-20) to set goals for each nation’s economic and fiscal policies. It started to issue quarterly reports on their compliance with the policies it had decreed.

The G-20 group of nations grew out of the original G-7, a body set up to coordinate global economic policies. The original seven members were the United States, the United Kingdom, France, Germany, Japan, Italy, and Canada. The expanded G-20 framework now includes the original G-7 plus Russia, China, South Korea, Australia, Argentina, Brazil, Mexico, South Africa, Saudi Arabia, Turkey, India, Indonesia, and the European Union itself. Together, these nations account for 80 percent of the global Gross Domestic Product (GDP).6

The purpose of the G-20 is nominally to bring the rapidly developing economies in China, Brazil, and India into the framework of global economic planning. Bloomberg Businessweek notes that “Brazil and other fast-growing developing nations are seeking a greater voice at the Washington-based fund [the IMF], which was set up at the end of World War II to help ensure stability of the global monetary system. Emerging markets, which are growing twice as fast as their developed counterparts, say that their voting power doesn’t reflect their weight in the global economy.”7

However, reaching out to Brazil, China, and India was not the real purpose behind the expansion of the G-8 (Russia joined the G-7 nations in 1997) to the G-20 or the growth of the oversight role of the IMF. The actual, and unstated, goal is to reduce the power of the United States and enhance that of Europe. Even though our GDP is equal to one-fifth of the globe’s8 and one-third of the G-20 nations,9 we get only one of twenty votes. Our GDP exceeds that of thirteen of the G-20 nations combined and about equals that of the entire European Union put together.

To get an idea as to how the United States is the giant Gulliver being tied up by Lilliputians in the G-20, compare the GDPs of the G-20 nations:

 


GDPs OF G-20 NATIONS10

United States: $14.5 trillion

China: 5.9

Japan: 5.5

Germany: 3.3

France: 2.6

United Kingdom: 2.3

Brazil: 2.1

Italy: 2.1

India: 1.6

Canada: 1.6

Russia: 1.5

Australia: 1.2

Mexico: 1.0

South Korea: 1.0

Turkey: .7

Indonesia: .7

Saudi Arabia: .5

Argentina: .4

South Africa: .4



 

While the emerging markets increased their power when the expanded G-20 came into being, Europe really cleaned up. The Western European nations get five votes on the G-20: Britain, Germany, France, Italy, and the European Union itself. In the guise of expanding the global economic discussion to include emerging economies, Europe has cemented extra votes for itself and extra powers over the American economy.

However, it’s not really a European power grab at all. It’s a German and a French power grab. Berlin and Paris shape European opinions and policies. Britain has always been something of a lagging, outsider country when it comes to European integration. (It was excluded from the original Common Market for years when France vetoed its inclusion.) Italy has no power. Rome is just hoping somebody will pay its debts.

Ultimately, the European Union itself, and the original Common Market that preceded it, was conceived by French leader Charles de Gaulle and German Chancellor Konrad Adenauer as a way for their nations to regain their prominent place on the world stage. France lost its prestige when it fell to Hitler in World War II, and was cut out of the so-called big three nations that ran the Allied side in the war (the United States, the United Kingdom, and the Soviet Union). And, of course, Germany lost its moral authority and legitimacy as a result of its Nazi policies, which caused the war in the first place. Both nations needed to get well. And each wanted to form a critical mass that could stand up to the United States and serve as a counterweight to its power, all the while cowering behind our nuclear shield against the Soviet menace.

Europe’s play for increased power included writing in the IMF as the staffing agency to advise the G-20 countries on global economic policies. At Bretton Woods, the United States and Britain set up the International Monetary Fund and the World Bank as the two agencies of global economic development. The informal agreement was that the United States would name the head of the World Bank and that a European would head the IMF. From the beginning, the IMF was the European entity and the World Bank was American.

So, when the IMF reinvented itself as the staff of experts to advise the G-20 nations and set the policies for their economies, it was really a way for the bureaucrats of the European Union to expand their reach further.

Even the decision to expand the group of nations to twenty countries enhanced the power of the IMF and, therefore, Europe. A group of twenty is far less capable of decisive action and more easily manipulated by the mandarins who staff it than an elite club of eight members. And, while the G-8 was a forum of presidents and prime ministers who were often prima donnas as they pranced and posed for the voters back home, the G-20 was designed for central bankers and economics ministers (in our case, the Treasury secretary), a more easy group to manipulate

In forming the G-20 and becoming its staff, the IMF and its European masters now have a framework to take giant steps toward their goal of global bureaucratic domination. Using its power through the G-20, the IMF tells the United States to cut its deficit, raise its taxes, and to reduce private sector corporate salaries. If the United States doesn’t comply, it faces condemnation by the IMF and, eventually, even the prospect of sanctions.

Hitler’s and Napoleon’s dreams of global domination are having their sequel in Germany’s and France’s expansion of their economic power through the IMF and the G-20. You don’t have to build an army and invade countries to win world power. You can win it at the conference table.

The IMF and the European Union are picking up the same anti-American game that de Gaulle and Adenauer pioneered. How else could a Frenchwoman, Christine Lagard, Dominique Strauss-Kahn’s successor as head of the IMF, and a German, Uwe Corsepius, secretary general of the European Union, be able to stand up to the United States? (France and Germany’s combined GDP is $5.9 trillion. Ours is $14.5 trillion.11)

Unfortunately, our leaders, President Obama and Federal Reserve Chairman Ben Bernanke, are only too happy to meld into this international oligarchy, putting their need for global political, social, and academic acceptance ahead of our economic interests.

How did we cede this power to the IMF and the G-20? The process began under the Bush 43 administration, when the United States agreed to the expansion of the G-8. Not wanting to appear to be shutting out emerging economies, the United States bowed to demands for inclusion of other countries in the exclusive club of global economic leaders. The growing power of China, and, to a lesser extent, India, made it vital to create a larger global economic entity. Okay. We needed to include China and India. Maybe Brazil, too. But Argentina? South Africa? Saudi Arabia? Turkey? Indonesia? Political correctness ran amuck. And how did we end up giving Europe five votes to our one? And empowering the European-dominated IMF to run the group? How did that happen?

Our Congress was never consulted on the decision to form the G-20, on its membership, or on the staffing role of the IMF. Nor did any president ask our elected officials whether we wanted to accept the IMF and the G-20 as our financial overseer, with powers to trump even our own, undemocratic, unrepresentative Federal Reserve Board.

Of course, the IMF currently has no coercive power over the United States, but its real power comes from being able to manipulate the global consensus and bring pressure on policy makers throughout the world to conform to their policies.

However, outright coercion to enforce the IMF dictates may not be far away. Europe is pushing for a trigger mechanism. If a country’s current account surplus or deficit goes over a certain limit, for instance, it would require negotiations to get the country back into line.12 And behind the negotiations would be the prospect of global punishment—sanctions—for those who misbehave.

However, the real IMF and European power grab came as a result of the US feelings of guilt over the fiscal crisis of 2008. Suddenly, the big kahuna—the United States—went through its own massive fiscal crisis when its subprime lending policies triggered a global financial meltdown. Europe looked across the ocean and blamed the United States for the global economic crisis. American diplomats hung their heads in shame. Our central bankers and Federal Reserve Board economists pleaded for help. And then, the apologizer-in-chief, Barack Obama, went abroad and ratified the massive transfer of power and moral authority from our own Federal Reserve to the G-20 and the IMF.

The fact that we led the world into a financial disaster has become a kind of original sin, obliging the United States to take a backseat and go along with new constraints on our economy imposed by Europe to stop us from spreading mayhem around the planet once again.

The Europeans exploited to justify broad intervention into our economy, pressing our own Federal Reserve to tighten up lending standards and limit corporate salaries, and demanding that our Congress cut the budget deficit. Some of these goals are, of course, worthy, but they should stem from a democratic consensus within our own borders, not from the decisions of extranational experts imposing their beliefs on us.

CNN reported, “Europeans [are] emboldened by their belief that the credit crisis didn’t originate on their soil. . . . They say that means the more tightly regulated European banking model has triumphed over the more lax laws favored in America.” As French President Nicolas Sarkozy said, “self-regulation to solve all problems, it’s finished. Laissez-faire, it’s finished. The all-powerful market that is always right, it’s finished.”13 Fini. Fini. Fini.

CNN sums up the IMF agenda: “greater oversight of hedge funds and investment banks; increasing how much money banks need to keep in reserve; more transparent and universal accounting standards; and limits on executive pay.” The network notes, “all that would be accompanied by a new global network of regulators—regulators that would presumably have power over US banks.”14

Now, the IMF and the G-20 are functioning “as a kind of global board of directors for the global economy.”15

The G-20 and the IMF have spread their range wide, firing orders for each nation in the global economy. The United States has “to define ways to boost savings” and must “commit to a sharp deficit reduction by government.” Meanwhile, “China, Germany, and Japan [must] reduce [their] reliance on exports.” Europe is supposed to “pass investment-friendly tax measures and reopen the debate about making it easier to fire workers—viewed as one way to encourage employees to hire more freely.” China needs to “face perhaps the biggest challenge: remaking its economy so it relies far less on exports to the US.”16

Who are these people, giving orders so freely to the governments of the world, overriding the decisions the people have made in democracies and urging all governments to fall into step?

The IMF and the EU are technocratic and bureaucratic oligarchies, but those who staff and manage them are not necessarily the global elite. Nobel Prize–winning economist Joseph Stiglitz famously described the IMF economists as “third rank students from first rate universities.”17

The fact that the IMF is replacing democracy is fine with countries like China and Russia, who never believed in democracy in the first place. However, it also finds broad acceptance among Western European and Japanese elites. And, of course, everybody likes cutting Washington down to size.

Europe Never Liked Democracy; It Still Doesn’t

This delegation of power to experts essentially grows out of the old monarchical and aristocratic systems. Instead of a hereditary system of nobles and kings, the IMF and EU governing elites style themselves as a meritocracy of educated experts who want to appropriate to themselves the power to decide our futures.

These meritocracies are nothing but a continuation of government by self-perpetuating elites, the new aristocracy.

These new mandarins come from the European and Japanese heritage of civil-service domination of governments where elected officials have little voice and less control.

We comfort ourselves with the idea that North America and Europe are lands of democracy where the people rule. Hardly. No nation even begins to approach the level of freedom and popular sovereignty that we cherish in the United States, even with the growth of our regulatory bureaucracy.

The United Kingdom comes closest. But, even there, the prime minister and his cabinet colleagues control very few appointed positions. Almost all their staffs come from the civil service. But, at least in the United Kingdom, there is a tradition among civil servants of deferring to the elected government and seeking to tailor their actions to the policies that the elected cabinet advocates. In Britain, they are literally civil servants.

On the Continent, it is different. The power of the civil-service bureaucracy over the elected representatives of the people dates back to Otto von Bismarck, who ruled first Prussia, then a united Germany. In order to keep workers from demanding real democracy, which he loathed, Bismarck conceived of the welfare state, meting out unemployment insurance, health care, elderly pensions, and the like to the masses to keep them from demanding real political power. Bismarck invented the very concept of retirement, the time for the elderly to live on pensions and savings without having to work for a living.

Fundamental to Bismarck’s worldview was a detestation of democracy. He ran his government in the name of the kaiser, through a cadre of civil servants over whom he exercised total control.

When the kaiser was overthrown, ending World War I, he was replaced by the Weimar Republic, whose democratic legacy was Hitler’s peaceful acquisition of power at the ballot box. The German elites distrust their democracy and where it might lead them if given its head.

The French also empowered their civil service, selecting students who graduated from a handful of elite schools to run the country. Particularly since the political parties made a mess of governing France, with governments seemingly rising and falling every few months, the French came to rely on experts to run their government. They trusted that their steady policies would be largely unaffected by the ebbs and flows of electoral passion. The French came to regard their voters as crazy. Twenty percent regularly voted communist and even the monarchists continued to attract votes.

Italy was even worse, with the communists winning more than a third of the vote. The last thing the elites in Germany, France, or Italy wanted to do was to trust their own voters.

The German and French models, with their distrust of democracy, have come to characterize not only the government of the European Union but also the governing style of many international organizations.

In Europe, democracy is discredited. Its failure to block the rise of Hitler in Germany and Mussolini in Italy left permanent scars on both countries.

The French blame the democratic governments of the Third and Fourth Republics for their national decline, and credit the limitations of democratic power in the Fifth Republic’s constitution for their recent recovery of power.

Dick once asked a member of the Christian Democratic government in Germany why they did not force a referendum on the question of Turkey’s admission to the European Union. Letting Turkey in is very unpopular in Germany and would be a great hot-button issue to use to beat the Social Democrats who favor it. “Referenda have not worked out well for us,” was his reply, a dark allusion to Germany in the ’30s.

When an elected official speaks out in the United States, we give him credit for a legitimacy that stems from his selection by the people. An appointed civil servant has no such credibility. But in Europe, it is quite the opposite. The elected official is usually written off as a demagogue pandering to the voters, while the civil servant is a disinterested expert whose opinion can be trusted. The very word populist is a compliment in America and a putdown in Europe.

Indeed, the very nature of a parliamentary system, such as those in Britain, Germany, and most of Europe, implies sharp limits on democracy, and lends itself to government by expert civil servants. While Americans vote for hundreds of thousands of elected officials in our federal, state, county, city, school board, and town governments, Europeans don’t. In most Continental parliamentary democracies, there is no effective local government. And, even on the national level, a voter casts only one vote every four or five years. And that vote is for a party. There are no separate votes for prime minister and members of parliament. The elected officials who actually govern are named, not by the voters, but by the parliamentary delegation of the party they elect. There are no primaries. The party, not the voters, decides who will be the prime minister and who will get which cabinet post.

Once the election is held, a parliamentary system is essentially an elected dictatorship. Since, by definition, the prime minister’s party controls parliament, he can usually pass whatever he and his cabinet want. If they fail to pass an important measure—a routine occurrence in the American system of checks and balances—a major crisis ensues, often leading to the resignation of the government and the calling of a new election. Since members of the party’s parliamentary majority are voting themselves, essentially, out of office if they defeat a government proposal, very few fail to pass.

Most European countries, except the United Kingdom, use proportional representation in selecting their parliaments. If a party, for example, gets 20 percent of the vote, the top 20 percent of its list of possible parliamentary representatives are elected. Voters cannot even choose who should represent them in parliament; the party selects it all. All they can do is vote for one party or the other.

Nor is there any powerful local government to offset national authority. While every city or town has its own mayor and council, their powers are typically sharply limited, their posts more symbolic and ceremonial than real. For example, France was able to proceed to dot its land with nuclear power plants, which now supply 80 percent of its electricity. In the United States, local governments blocked the expansion of nuclear power, fearful of its environmental impact. In France, however, they had no such power.

Japan, too, has long embraced the German/French model. A Japanese prime minister once told Dick that he could only select a secretary and one or two others for his personal staff and that each member of the cabinet gets to fill only one or two positions in his department. The rest of the administrative apparatus were civil servants.

Japanese bureaucracy runs the country as surely as the clerical establishment runs Iran. Elections mean little in either country. It’s like high school: The kids vote for the student government, but the principal runs the school.

And Japanese civil servants do not make the least effort to toe the line laid down by the elected officials. Rather, in concert with their allies in the private sector, they fight tooth and nail against the initiatives sponsored by elected officials. Hand in hand with the special interests, the civil servants protect the status quo and look forward to retiring from their low-paid public sector jobs to lucrative positions in the private companies they spent their careers protecting.

To grasp the weakness of elected officials in Japan, it is important to realize that it was not really the government of Japan that chose to attack Pearl Harbor and start a war with the United States. It was the navy that made the decision, just as it was the Japanese army that decided to invade China. Using the façade of the emperor’s imperial power



































	When he says there are “technical hurdles” to replacing the dollar with SDRs, he is referring to the fact that the IMF would need our tax base so that it can replace our currency.

	When he says that SDRs would “correct global imbalances,” he means that it would reduce the power of the United States and give European central bankers the power to control the global economy.

	When he says “the dollar is vulnerable to swings in the domestic economy and changes in US policy,” he means that our democracy is messy and that sometimes our voters assert themselves in ways in which Europeans and the Chinese cannot, and that we are better off without US voters having any power.

	When he says that he wants the IMF to issue SDR-denominated bonds to “reduce central banks’ dependence on US Treasuries,” he means that he wants it to be harder for the United States to borrow money, in order to weaken our power.

	And when he says that “certain assets, such as oil and gold, which are traded in US dollars, could be priced using SDRs,” he wants to increase the price of oil to American consumers to further weaken us.









	It was their policies that made developing nations cower before global currency speculators, slashing their living standards and consigning billions to poverty.

	They were the ones who bought subprime securitized mortgages and then got phony insurance from AIG to back it up. Their plunge into speculation made a domestic American crisis into a global calamity. We created the subprime mortgage, but they are the ones who bought them.

	It was the vision of the European bankers that led to the establishment of the euro in the first place, which is a currency that could only be as strong as its weakest link, the most irresponsible country in the EU. That turned out to be Greece. When Greece threatened default, all Europe had to jump to the rescue or watch their economies flounder.

	The European banks bought euro-denominated bonds issued by Greece, Italy, Portugal, and Spain, even though it was obvious that these countries couldn’t repay their debts.
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