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From the Editor 

T he painting on the cover is The Lackawanna Valley by George 
Inness. In a "momentous and prophetic meeting of man and ma­
chine," the train puffs out of the roundhouse into a luminous valley 
dotted with factories, farms, orchards, a town, and newly cleared 
land. By joining a European-style pastoral landscape with the Ameri­
can emphasis on infrastructure, it mirrors the optimism of the Phila­
delphia-centered American System school of political economy. 
Commissioned in 1855 by the first president of the Delaware, Lacka­
wanna and Western Railroad, it eventually came to light in a job lot 
of surplus office equipment in Mexico City-and is now a prize of 
the National Gallery of Art in Washington (and, an annoyance to 
environmentalists, who bemoan the treestumps and smokestacks for 
"spoiling" nature). 

The railroad concept for developing a large country, as Lyndon 
LaRouche says in the interview on page 81, was an American contri­
bution to the Leibnizian school of political economy, which Alexan­
der Hamilton had used to put the United States on a sound footing. 
The railroad idea was taken back to Europe by Friedrich List. 

In 1855, Hamilton's heirs were engaged in a bitter struggle 
against Great Britain's system of slavery and usury, disguised under 
the name of free trade. The battle lines were the same as those which 
today split the cynical proponents of the imperial '·new world order" 
from those who embrace LaRouche's proposal for a Paris-Berlin­
Vienna "Productive Triangle," linked by high-speed rail networks, 
as the locomotive for world economic recovery. 

Many contributed the fruits of their research to; this special issue, 
but not all are cited in the text. We also thank Fred Henderson, 
Nancy Spannaus, Anthony Wikrent, and Duke Writer, for their help 
in locating and selecting source materials, and Cynthia Rush, Valerie 
Rush, and Molly Kronberg, for translations. 

The selection is incomplete, of course. There were brilliant 
American System economists in Hungary, Sweden, and elsewhere. 
Hamilton penned the first draft of the Constitution enacted by Tous­
saint L'Ouverture when he freed the slaves of Saint-Domingue (Hai­
ti) in the 1790s. We invite readers to help fill the gaps in the months 
ahead. But the sequel we most hope to inspire, by reviving the ideas 
upon which every prosperous modern nation has been built, is a 
global rejection of "free trade" looting. 
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200 years since 
Hamilton's 'Report 
on Manufactures' 
by Nora Hamerman 

This special issue commemorates an American B,centennial of great portent, as 
the Age of the Versailles Treaty draws to a close. i 

On Dec. 5 ,  1 79 1 ,  George Washington's Secretary of the Treasury Alexander 
Hamilton submitted to the U.S. Congress the third of his famous educational 
treatises, following the Report on Public Credit arid Report on the National Bank 
of 1 790 . Unlike the earlier reports, which Congtess ratified, the Report on the 
Subject of Manufactures, excerpted here below, was never given legislative ap­
proval. Yet by developing more fully than his pre4ecessor Benjamin Franklin the 
notion of total surplus value, by spelling out theirole of mechanization and the 
division of labor in increasing that value and the quality of the human mind, 
Alexander Hamilton in this 1 79 1  report created the seed-crystal of what became 
the world-famous American System of Political &ronomy. 

The very possibility for a global realization of�the dream of political freedom 
embodied in the American Revolution and the �eral republic shaped by the 
Constitution of 1 787, depended upon the policy of infrastructural development to 
foster industrial progress which Hamilton unfolded. While in our era of universal 
public education, some aspects are obsolete-sudh as Hamilton's acceptance of 
child labor in manufacturing, then widely practiced in farming--others remain as 
valid today as two centuries ago. Above all, let u� cite his general principle: "To 
cherish and stimulate the activity of the human mind, by multiplying the objects 
of enterprise, is not among the least considerable <;If the expedients, by which the 
wealth of a nation may be promoted. Even things in themselves not positively 
advantageous, sometimes become so, by their �ndency to provoke exertion. 
Every new scene, which is opened to the busy naitUre of man to rouse and exert 
itself, is the addition of a new energy to the general stock of effort." 

In the course of the last century, the Hamiltonian current was defended by the 
Philadelphia-based school of Irish immigrant Mathew Carey and his son Henry 
Carey, and the Whig tendency of the American statesman Henry Clay. This 
school's writings, emphatically including the work of the German-American re-
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publican Friedrich List , spread the ideas around the world 
which opposed the slavery , opium, and usury-promoting 
school of kept "economists" of the British East India Compa­
ny: Adam Smith , David Ricardo , and Thomas Malthus. In 
the 1 820s the British System took over the United States , 
reversing Hamiltonian policies and triggering a deep depres­
sion under Andrew Jackson and Martin van Buren. They set 
the nation on the course toward the Civil War. Abraham 
Lincoln ' s  election restored American System policies , but 
after his assassination in 1 865, under Andrew Johnson , the 
nation again fell prey to British "free trade ,"  culminating in 
the Specie Resumption Act of 1 879. With the assassination 
of President McKinley in 1 90 1  and the presidency of the 
British stooge Theodore Roosevelt , the American System 
was buried even in the memories of our citizens , only to be 
briefly revived (without a full awareness of its historic roots) 
in the 1 939-43 war mobilization of Franklin Roosevelt and 
in John F. Kennedy' s  Apollo Space Program and investment 
tax credit of the early 1 960s. 

The ultimate travesty is that today , the United States 
government sends quacks around the globe to preach to oth­
ers the evil "free-trade" and anti-natalist dogmas of Adam 
Smith and Malthus , which the United States fought its Revo­
lution , the War of 1 8 1 2 ,  and the Civil War to defeat. 

Meanwhile , the ideas of Hamilton and Carey , List, and 
Lincoln nurtured the development of modem nations around 
the world. As the articles and documents below indicate , 
Japan ' s  transformation into an industrial giant , and the as­
yet-unrealized potentials of Russia and China to emerge as 
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President George 
Washington (seated) 
with his first cabinet, 
(standing left to right) 
Secretaries of State 
Thomas Jefferson; 
Treasury, Alexander 
Hamilton (handing the 
President a report); 
War, Henry Knox; and 
Attorney General 
Edmond Jennings 
Randolph, in 
background. An 
engravingjrom a 
painting by Alonzo 
Chappel. 

true nation-states to the benefit of all mankind , were fostered 
by the adoption of the American System' s  ideals by such 
thinkers as the Meiji restorationists , Count Witte , and Sun 
Yat-sen. Moreover, Ibero-America ' s  resistance to the debt­
collection policies of the British Empire and its U. S. puppets 
has been based on the union of the Hamilton-Carey model 
with the deeper substratum of Christian civilization , which 
gave birth to both the American System itself and the earlier 
evangelization of the Americas , whose Quincentenary we 
celebrate this year. 

What today ' s heirs ofthe British East India Company most 
fear, is that the republics who have thrown off the yoke of 
Marxist dictatorship in eastern Europ'e will join with the na­
tions of the South in Asia, Africa, and Ibero-America in a 
revolt against the "new world order,"  and establish sovereign 
nations who will freely help each other to enter into a golden 
age of unheard-of prosperity. If this occurs , it shall be the 
dawn of man ' s  conquest of space; Ch na will be freed; Africa 
pulled back from ecological holocaust; and the deserts of the 
world bejeweled with gardens and magnificent cities. 

The natural leader of this revoluti�n is  an American , Lyn­
don LaRouche , who has championed the cause of Hamiltoni­
an economics to a forgetful world. LaRouche uniquely took 
up where Hamilton ' s  forebear Leibniz left off, and rigorously 
developed the basis of political economy in natural science. 
We hope that this publication will be of help in catalyzing that 
alliance , so feared by the would-be authors of that Brave New 
World Order, which , if consolidated l may end human civili­
zation by instituting the worst tyranl1iY in human history. 
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Alexander Hamilton, 1791 

'Report on the 
Subject of Manufactures' 
The following are excerpts from Alexander Hamilton' s  
ground-breaking treatise, dated Dec. 5, 1791. Spelling has 
been modernized; punctuation has been left in the original 
form, except in afew cases where confusion would resultfor 
the modern reader. Subheads are based on Hamilton' s  own 
headings . 

It is now proper to proceed a step further. and to enumerate 
the principal circumstances, from which it may be inferred, 
that manufacturing establishments not only occasion a posi­
tive augmentation of the produce and revenue of the society, 
but that they contribute essentially to rendering them greater 
than they could possibly be, without such establishments. 
These circumstances are-

1 .  The division of labor. 
2 .  An extension of the use of machinery . 
3 .  Additional employment to classes of the community 

not ordinarily engaged in the business. 
4. The promoting of emigration from foreign countries. 
5 .  The furnishing greater scope for the diversity of talents 

and dispositions which discriminate men from each other. 
6. The affording a more ample and various field for enter­

prise. 
7. The creating in some instances a new, and securing in 

all, a more certain and steady demand for the surplus produce 
of the soil. 

Each of these circumstances has a considerable influence 
upon the total mass of industrious effort in a community. 
Together, they add to it a degree of energy and effect, which 
are not easily conceived. Some comments upon each of them, 
in the order in which they have been stated, may serve to 
explain their importance. 

I. As to the division of labor 
It has justly been observed, that there is scarcely any 

thing of greater moment in the economy of a nation, than 
the proper division of labor. The separation of occupations 
causes each to be carried to a much greater perfection, than 
it could possibly acquire, if they were blended. This arises 
principally from three circumstances. 

First. The greater skill and dexterity naturally resulting 
from a constant and undivided application to a single object. 
It is evident, that these properties must increase, in propor-
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i 
tion to the separation and sitplification of objects and the 
steadiness of the attention de'foted to each; and must be less, 
in proportion to the complication of objects, and the number 
among which the attention is �istracted. 

Second. The economy ofitime-by avoiding the loss of 
it, incident to a frequent trahsition from one operation to 
another of a different nature; This depends on various cir­
cumstances-the transition it$elf-the orderly disposition of 
the implements, machines, �d materials employed in the 
operation to be relinquishedt-the preparatory steps to the 
commencement of a new on�-the interruption of the im­
pulse. which the mind of the �orkman acquires, from being 
engaged in a particular operation-the distractions, hesita­
tions, and reluctances, which attend the passage from one 
kind of business to another. 

Third. An extension of the use of machinery. A man 
occupied on a single object will have it more in his power. 
and will be more naturally led to exert his imagination in 
devising methods to facilitatct and abridge labor, than if he 
were perplexed by a variety of independent and dissimilar 
operations. Besides this, the fabrication of machines, in nu­
merous instances, becoming itself a distinct trade, the artist 
who follows it, has all the advantages which have been enu­
merated, for improvement in his particular art; and in both 
ways the invention and application of machinery are ex­
tended. 

And from these causes united, the mere separation of the 
occupation of the cultivator, jfrom that of the artificer, has 
the effect of augmenting the productive powers of labor, and 
with them, the total mass of the produce or revenue of a 
country. In this single view lof the subject, therefore. the 
utility of artificers or manufacturers, towards promoting an 
increase of productive industry, is apparent. 

II. As to an extension of the use of machinery 
As to an extension of the use of machinery a point which, 

though partly anticipated, reqilires to be placed in one or two 
additional lights . 

The employment of machinery forms an item of great 
importance in the general mass of national industry. 'Tis an 
artificial force brought in aid of the natural force of man; 
and. to all the purposes of labor, is an increase of hands; an 
accession of strength, unincwnbered too by the expense of 
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maintaining the laborer. May it not therefore be fairly in­
ferred, that those occupations, which give greatest scope to 
the use of this auxiliary, contribute most to the general stock 
of industrial effort, and, in consequence, to the general prod­
uct of industry? 

It shall be taken for granted, and the truth of the position 
referred to observation, that manufacturing pursuits are sus­
ceptible in a greater degree of the application of machinery, 
than those of agriculture. If so all the difference is lost to a 
community which, instead of manufacturing for itself, pro­
cures the fabrics requisite to its supply from other countries. 
The substitution of foreign for domestic manufactures is a 
transfer to foreign nations of the advantages accruing from 
the employment of machinery, in the modes in which it is 
capable of being employed, with most utility and to the great­
est extent. 

The cotton mill invented in England, within the last twen­
ty years, is a signal illustration of the general proposition, 
which has been just advanced. In consequence of it, all the 
different processes for spinning cotton are performed by 
means of machines, which are put in motion by water, and 
attended chiefly by women and children; (and by a smaller) 
number of (persons, in the whole, than are) requisite in the 
ordinary mode of spinning. And it is an advantage of great 
moment that the operations of this mill continue with conve­
nience, during the night, as well as through the day. The 
prodigious affect of such a machine is easily conceived. To 
this invention is to be attributed essentially the immense 
progress, which has been so suddenly made in Great Britain 
in the various fabrics of cotton. 

III. As to the additional employment of classes 
of the community, not ordinarily engaged in 
the particular business 

This is not among the least valuable of the means, by 
which manufacturing institutions contribute to augment the 
general stock of industry and production. In places where 
those institutions prevail, besides the persons regularly regu­
larly engaged in them, they afford occasional and extra em­
ployment to industrious individuals and families, who are 
willing to devote the leisure resulting from the intermissions 
of their ordinary pursuits to collateral labors, as a resource 
of multiplying their acquisitions or (their) enjoyments. The 
husbandman himself experiences a new source of profit and 
support from the increased industry of his wife and daughters; 
invited and stimulated by the demands of the neighboring 
manufactories. 

Besides this advantage of occasional employment to class­
es having different occupations, there is another of a nature 
allied to it (and) of a similar tendency. This is-the employ­
ment of persons who would otherwise be idle (and in many 
cases a burden on the community), either from the bias of 
temper, habit, infirmity of body, or some other cause, indis­
posing, or disqualifying them for the toils of the country. It 
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Adam Smith the:target 
Although Hamilton never named Adam Smith, this 
excerpt from a eulogy printed in' the Albany Sentinel 
after Hamilton's death in 1 804 Shows that his target 
was understood: "His Report on A1 anufactures is a chef 
d' oeuvre of the kind, and the mostlabored performance 
that he ever gave to the world. It is not more distin­
guished for knowledge and investigation, than for hav­
ing given a deep wound to the tenets of the sect of the 
French capital economists, and also to another system 
of politics which had grown fashionable among politi­
cal philosophers. The system I allude to, is to be met 
with in Smith's Enquiry into the Wealth ofN ations . . . . 
The secretary combats with great ability some of the 
fundamental principles of this doctrine, and he adopts 
the mercantile system upon the basis of self-defense, 
and as most wise, because EurOpe perseveres in the 
same system." 

is worthy of particular remark, that, in general, women and 
children are rendered more useful and the latter more early 
useful by manufacturing establishments, than they would oth­
erwise be. Of the number of persons employed in the cotton 
manufactories of Great Britain, it is computed that 417 nearly 
are women and children; of whom the greatest proportion are 
children and many of them of a very tender age. 

And thus it appears to be one of the attributes of manufac­
tures, and one of no small consequence, to give occasion to 
the exertion of a greater quantity of industry, even by the 
same number of persons, where they happen to prevail, than 
would exist if there were no such establishments. 

IV. As to the promoting of emigration from 
foreign countries 

Men reluctantly quit one course bf occupation and liveli­
hood for another, unless invited to:it by very apparent and 
proximate advantages. Many, who would go from one coun­
try to another, if they had a prospect of continuing with more 
benefit the callings, to which they have been educated, will 
often not be tempted to change their situation, by the hope 
of doing better, in some other way. Manufacturers, who 
listening to the powerful invitations of a better price for their 
fabrics, or their labor, of greater cheapness of provisions and 
raw materials, of an exemption frJm the chief part of the 
taxes burdens and restraints, which they endure in the old 
world, of greater personal independence and consequence, 
under the operation of a more equal government, and of what 
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is far more precious than mere religious toleration-a perfect 
equality of religious privileges; would probably flock from 
Europe to the United States to pursue their own trades or 
professions, if they were once made sensible of the advan­
tages they would enjoy, and were inspired with an assurance 
of encouragement and employment, will, with difficulty, be 
induced to transplant themselves, with a view to becoming 
cultivators of the land. 

If it be true then, that it is the interest of the United States 
to open every possible (avenue to) emigration from abroad, 
it affords a weighty argument for the encouragement of man­
ufactures; which for the reasons just assigned, will have the 
strongest tendency to multiply the inducements to it. 

Here is perceived an important resource, not only for 
extending the population, and with it the useful and produc­
tive labor of the country, but likewise for the prosecution of 
manufactures, without deducting from the number of hands, 
which might otherwise be drawn to tillage; and even for the 
indemnification of agriculture for such as might happen to be 
diverted from it. Many, whom manufacturing views would 
induce to emigrate, would afterwards yield to the tempta­
tions, which the particular situation of this country holds out 
to agricultural pursuits. And while agriculture would in other 
respects derive many signal and unmingled advantages, from 
the growth of manufactures, it is a problem whether it would 
gain or lose, as to the article of the number of persons em­
ployed in carrying it on. 

V. As to the furnishing greater scope for the 
diversity of talents and dispositions, which 
discriminate men from each other 

This is a much more powerful mean of augmenting the 
fund of national industry than may at first sight appear. It is 
a just observation, that minds of the strongest and most active 
powers for their proper objects fall below mediocrity and 
labor without effect, if confined to uncongenial pursuits. And 
it is thence to be inferred, that the results of human exertion 
may be immensely increased by diversifying its objects. 
When all the different kinds of industry obtain in a communi­
ty, each individual can find his proper element, and can call 
into activity the whole vigor of his nature. And the communi­
ty is benefitted by the services of its respective members, in 
the manner, in which each can serve it with most effect. 

If there be anything in a remark often to be met with­
namely that there is, in the genius of the people of this coun­
try, a peculiar aptitude for mechanic improvements, it would 
operate as a forcible reason for giving opportunities to the 
exercise of that species of talent, by the propagation of manu­
factures. 

VI. As to the affording a more ample and 
various field for enterprise 

This also is of greater consequence in the general scale 
of national exertion, than might perhaps on a superficial view 
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be supposed, and has effects not altogether dissimilar from 
those of the circumstance last noticed. To cherish and stimu­
late the activity of the human mind, by multiplying the ob­
jects of enterprise, is not among the least considerable of the 
expedients, by which the wealth of a nation may be pro­
moted. Even things in themseilves not positively advanta­
geous, sometimes become so, by their tendency to provoke 
exertion. Every new scene, which is opened to the busy 
nature of man to rouse and exert itself, is the addition of a 
new energy to the general stock! of effort. 

The spirit of enterprise, useful and prolific as it is, must 
necessarily be contracted or eXpanded in proportion to the 
simplicity or variety of the oCcupations and productions, 
which are to be found in a society. It must be less in a 
nation of mere cultivators, thaniin a nation of cultivators and 
merchants; less in a nation of cultivators and merchants, than 
in a nation of cultivators, artificers and merchants. 

1 

VII. As to the creating, in some instances, a 
new, and securing in all a more certain and 
steady demand, for the surplus produce 
of the soil 

This is among the most important of the circumstances 
which have been indicated. It i$ a principal mean, by which 
the establishment of manufactutes contributes to an augmen­
tation of the produce or revenue of a country, and has an imme­
diate and direct relation to the prosperity of agriculture. 

It is evident, that the exertions of the husbandman will be 
steady or fluctuating, vigorous (j)r feeble, in proportion to the 
steadiness or fluctuation, adequateness, or inadequateness of 
the markets on which he must depend, for the vent of the sur­
plus, which may be produced by his labor; and that such sur­
plus in the ordinary course of tbiings will be greater or less in 
the same proportion. 

For the purpose of this vent. a domestic market is greatly 
to be preferred to a foreign one; because it is in the nature of 
things, far more to be relied upon. 

It is a primary object of the policy of nations, to be able to 
supply themselves with subsistence from their own soils; and 
manufacturing nations, as far as circumstances permit, en­
deavor to procure, from the Same source, the raw materials 
necessary for their own fabrics. This disposition, urged by the 
spirit of monopoly, is sometimes even carried to an injudi­
cious extreme. It seems not always to be recollected, that na­
tions, who have neither mines 'nor manufactures, can only 
obtain the manufactured articles� of which they stand in need, 
by an exchange of the products of their soils; and that, if those 
who can best furnish them with such articles are unwilling to 
give a due course to this exchange, they must of necessity 
make every possible effort to manufacture for themselves, the 
effect of which is that the manufacturing nations abridge the 
natural advantages of their situation, through an unwilling­
ness to permit the agricultural Qountries to enjoy the advan­
tages of theirs, the interests ofl a mutually beneficial inter-
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Adam Smith viewed 
man as an animal 

Adam Smith ( 1723-1790) was a follower of David Hume, 
and in his Treatise of Human Nature ( 1739), he reduced 
the power of creative reason to a mechanistic arrangement 
of sense impressions and denied the existence of an under­
lying lawfulness to the created universe. Years before 
Smith's Wealth of Nations became popularized, he 

penned another book, Theory of the Moral Sentiments 
( 1759) . Here Smith is more honest about his view of man 
as an irrational hedonistic animal, who lacks the divine 
power of creative reason and love: 

"The administration 
of the great system of 
the universe .. . the 
care of universal happi­
ness of all rational and 
sensible beings, is the 
business of God and not 
of man. To man is allot­
ted a much humbler de­
partment, but one much 
more suitable to the 
weakness of his powers, 
and the narrowness of his comprehension; the care of 
his own happiness, of that of his family, his friends, his 
country. . . . But though we are endowed with a very 

course to the vain project of selling everything and buying 
nothing. 

But it is also a consequence of the policy, which has been 
noted, that the foreign demand for the products of agricultural 
countries, is, in a great degree, rather casual and occasional, 
than certain or constant. To what extent injurious interrup­
tions of the demand for some of the staple commodities of 
the United States, may have been experienced, from that 
cause, must be referred to the judgment of those who are 
engaged in carrying on the commerce of the country; but it 
may be safely assumed, that such interruptions are at times 
very inconveniently felt, and that cases not unfrequently oc­
cur, in which markets are so confined and restricted, as to 
render the demand very unequal to the supply. 

Independently likewise of the artificial impediments, 
which are created by the policy in question, there are natural 
causes tending to render the external demand for the surplus 
of agricultural nations a precarious reliance. The differences 
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strong desire of these ends, it has been intrusted to the 
slow and uncertain determinations �f our reason to find 
the proper means of bringing them �bout. Nature has di­
rected us to the greater part of these b� original and imme­
diate instincts: Hunger, thirst, the passion which unites 
the two sexes, the love of pleasure, �d the dread of pain, 
prompt us to apply those means for! their own sake, and 
without any consideration of their tendency to those be­
neficent ends which the great DirectQr of Nature intended 
to produce by them." 

Now, let us briefly look at Smith's "invisible hand " of 
the marketplace. Since human beings are really governed 
only by animal instincts associated wjth pleasure and pain, 
how do we account for the qualitative and quantitative 
advancements of the human population? How does Smith 
account for all the great accomplishments of the human 
race and all the scientific revolution$ generated by man's 
sovereign power of creative reason? He can't. 

In his Wealth of Nations, written in 1776 as an explicit 
attack on the emerging American republic, Smith tells us 
that man's unique quality is found in his "propensity to 
truck, barter, and exchange one thing for another." 

"It is common to all men, and to be found in no other 
race of animals, which seem to know neither this nor any 
species of contracts . . . .  Nobody ever saw a dog make a 
fair and deliberate exchange of one bone for another with 
another dog. . .. Nobody ever saw one animal by its 
gestures and natural cries signify to lUlother, this is mine, 
that yours; I am willing to give this for that." 

Perhaps dogs, unlike Smith, are smart enough to 
know: the invisible paw doesn't exist. 

-Lawrence K. Freeman 

of seasons, in the countries, which life consumers make im­
mense differences in the produce of their own soils, in differ­
ent years; and consequently in the �egrees of their necessity 
for foreign supply. Plentiful harve�s with them, especially 
if similar ones occur at the same time in the countries, which 
are the furnishers, occasion of course a glut in the markets 
of the latter. 

Considering how fast and how qlUch the progress of new 
settlements in the United States mus. increase the surplus pro­
duce of the soil, and weighing seriQusly the tendency of the 
system, which prevails among most <ilf the commercial nations 
of Europe; whatever dependence may be placed on the force of 
natural circumstances to counteract the effects of an artificial 
policy; there appear strong reasons to regard the foreign de­
mand for that surplus as too uncertaip a reliance, and to desire 
a substitute for it, in an extensive d9mestic market. 

To secure such a market, there i� no other expedient, than 
to promote manufacturing establishments. Manufacturers 
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who constitute the most numerous class, after the cultivators 
of land, are for that reason the principal consumers of the 
surplus of their labor. 

This idea of an extensive domestic market for the surplus 
produce of the soil is of the first consequence. It is of all things, 
that which most effectually conduces to a flourishing state of 
agriculture. If the effect of manufactories should be to detach 
a portion of the hands, which would otherwise be engaged in 
tillage, it might possibly cause a smaller quantity of lands to 
be under cultivation but by their tendency to procure a more 
certain demand for the surplus produce of the soil, they would, 
at the same time, cause the lands which were in cultivation to 
be better improved and more productive. And while, by their 
influence, the condition of each individual farmer would be 
meliorated, the total mass of agricultural production would 
probably be increased. For this must evidently depend as 
much, if not more, upon the degree of improvement; than 
upon the number of acres under culture. 

It merits particular observation, that the multiplication of 
manufactories not only furnishes a market for those articles, 
which have been accustomed to be produced in abundance, in 
a country; but it likewise creates a demand for such as were 
either unknown or produced in considerable quantities. The 
bowels as well as the surface of the earth are ransacked for 
articles which were before neglected. Animals, plants and 
minerals acquire an utility and value, which were before unex­
plored. 

The foregoing considerations seem sufficient to estab­
lish, as general propositions, that it is the interest of nations 
to diversify the industrious pursuits of the individuals, who 
compose them. That the establishment of manufactures is 
calculated not only to increase the general stock of useful and 
productive labor; but even to improve the state of agriculture 
in particular; certainly to advance the interests of those who 
are engaged in it. There are other views, that will be hereafter 
taken of the subject, which, it is conceived, will serve to 
confirm these inferences. . . . 

A full view having now been taken of the inducements 
to the promotion of manufactures in the United States, ac­
companied with an examination of the principal objections 
which are commonly urged in opposition, it is proper in the 
next place, to consider the means, by which it may be effect­
ed, as introductory to a specification of the objects which in 
the present state of things appear the most fit to be encour­
aged, and of the particular measures which it may be advis­
able to adopt, in respect to each. 

In order to a better judgment of the means proper to be 
resorted to by the United States, it will be of use to advert 
to those which have been employed with success in other 
countries. The principal of these are-

I. Protecting duties 
Protecting duties---or duties on those foreign articles 

which are the rivals of the domestic ones, intended to be 
encouraged. 
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Duties of this nature evidently amount to a virtual bounty 
on the domestic fabrics since by enhancing the charges on 
foreign articles, they enable the national manufacturers to 
undersell all their foreign competitors. The propriety of this 
species of encouragement need not be dwelt upon; as it is not 
only a clear result from the numerous topics which have been 
suggested, but is sanctioned by the laws of the United States 
in a variety of instances; it has the additional recommendation 
of being a resource of reevenue. Indeed all the duties imposed 
on imported articles, though with an exclusive view to reve­
nue, have the effect in contemplation, and except where they 
fall on raw materials wear a beneficent aspect towards the 
manufactures of the country. 

II. Prohibitions of rival articles or duties 
equivalent to prohibitions 

This is another and an efficacious mean of encouraging 
national manufactures, but in general it is only fit to be em­
ployed when a manufacture, has made such a progress and 
is in so many hands as to insure a due competition, and an 
adequate supply on reasonable terms. Of duties equivalent 
to prohibitions, there are examples in the Laws of the United 
Staets, and there are other cases to which the principle may 
be advantageously extended, but they are not numerous. 

Considering a monopoly of the domestic market to its 
own manufacturers as the reigning policy of manufacturing 
nations, a similar policy on the part of the United States in 
every proper instance, is dictated, it might almost be said, 
by the principles of distributive justice; certainly by the duty 
of endeavoring to secure to their own citizens a reciprocity 
of advantages. 

III. Prohibitions of the exportation of the 
materials of manufactures 

The desire of securing a cheap and plentiful supply for the 
national workmen, and, where the article is either peculiar 
to the country, or of peculiar quality there, the jealousy of 
enabling foreign workmen to rival those of the nation, with 
its own materials, are the leading motives to this species of 
regulation. It ought not to be affitmed, that it is in no instance 
proper, but it is certainly one whlich ought to be adopted with 
great circumspection and only in very plain cases. It is seen 
at once, that its immediate operation, is to abridge the de­
mand and keep down the price Of the produce of some other 
branch of industry, generally speaking, of agriculture, to the 
prejudice of those, who carry it on; and though if it be really 
essential to the prosperity of any very important national 
manufacture, it may happen that those who are injured in the 
first instance, may be eventually indemnified, by the superior 
steadiness of an extensive domestic market, depending on 
that prosperity: yet in a matter, in which there is so much 
room for nice and difficult combinations, in which such op­
posite considerations combat each other, prudence seems to 
dictate, that the expedient in question, ought to be indulged 
with a sparing hand. 
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IV. Pecuniary bounties 
This has been found one of the most efficacious means 

of encouraging manufactures, and it is in some views, the 
best. Though it has not yet been practiced upon by the govern­
ment of the United States (unless the allowances on the expor­
tation of dried and pickled fish and salted meat could be 
considered as a bounty) and though it is less favored by public 
opinion than some other modes. 

Its advantages, are these-
1. It is a species of encouragement more positive and 

direct than any other, and for that very reason, has a more 
immediate tendency to stimulate and uphold new enterprises, 
increasing the chances of profit, and diminishing the risks of 
loss, in the first attempts. 

2. It avoids the inconvenience of a temporary augmen­
tation of price, which is incident to some other modes, or it 
produces it to a less degree; either by making no addition to 
the charges on the rival foreign article, as in the case of 
protecting duties, or by making a smaller addition . The first 
happens when the fund for the bounty is derived from a 
different object (which may or may not increase the price of 
some other article, according to the nature of that object) the 
second, when the fund is derived from the same or a similar 
object of foreign manufacture . One percent duty on the for­
eign article converted into a bounty on the domestic, will 
have an equal effect with a duty of two percent, exclusive of 
such bounty; and the price of the foreign commodity is liable 
to be raised, in the one case, in the proportion of one percent; 
in the other, in that of two percent. Indeed the bounty when 
drawn from another source is calculated to promote a reduc­
tion of price, because without laying any new charge on the 
foreign article, it serves to introduce a competition with it, 
and to increase the total quantity of the article in the market . 

3. Bounties have not like high protecting duties, a tenden­
cy to produce scarcity . An increase of price is not always 
the immediate, though, where the progress of a domestic 
manufacture does not counteract a rise, it is commonly the 
ultimate effect of an additional duty. In the interval, between 
the laying of the duty and a proportional increase of price, it 
may discourage importation, by intefering with the profits to 
be expected from the sale of the article . 

4. Bounties are sometimes not only the best, but the only 
proper expedient, for uniting the encouragement of a new 
object of agriculture, with that of a new object of manufac­
ture. It is the interest of the farmer to have the production of 
the raw material promoted, by counteracting the interference 
of the foreign material of the same kind. It is the interest of 
the manfuacturer to have the material abundant and cheap. If 
prior to the domestic production of the material, in sufficient 
quantity, to supply the manufacturer on good terms; a duty 
to be laid upon the importation of it from abroad, with a view 
to promote the raising of it at home, the interests both of 
the farmer and manufacturer will be disserved. By either 
destroying the requisite supply, or raising the price of the 
article, beyond what can be afforded to be given for it, by 
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the conductor of an infant manufactQre, it is abandoned or 
fails; and there being no domestic m�nufactories to create a 
demand for the raw material, which iii raised by the farmer, 
it is in vain, that the competition of the like foreign article 
may have been destroyed. 

It cannot escape notice, that a duty upon the importation 
of an article can no otherwise aid the domestic production of 
it, than giving the latter greater advantages in the home mar­
ket . It can have no influence upon the advantageous sale 
of the article produced, in foreign markets; no tendency, 
therefore to promote its exportation . 

The true way to conciliate these two interests, is to lay a 
duty on foreign manufactures of the material, the growth of 
which is desired to be encouraged, and to apply the produce 
of that duty by way of bounty, either upon the production of 
the material itself or upon its manufacture at home or upon 
both. In this disposition of the thing, the manufacturer com­
mences his enterprise under every advantage, which is attain­
able, as to quantity or price, of the ,raw material: And the 
farmer if the bounty be immediate to him, is enabled by it to 
enter into a successful competition with the foreign material; 
if the bounty be to the manufacturer on so much of the domes­
tic material as he consumes, the operation is nearly the same; 
he has a motive of interest to prefer the domestic commodity, 
if of equal quality, even at a higher price than the foreign, so 
long as the difference of price is any thing short of the bounty 
which is allowed upon the article. 

Except the stable and ordinary kinds of household manu­
factures, or those for which there are very commanding local 
advantages, pecuniary bounties are in most cases indispens­
able to the introduction of a new branch . A stimulus and a 
support not less powerful and direct is generally speaking 
essential to the overcoming of the obstacles which arise from 
the competitions of superior skill and maturity elsewhere. 
Bounties are especially essential, in regard to articles, upon 
which those foreigners, who have been accustomed to supply 
a country, are in the practice of grantJing them. 

The continuance of bounties on manufactures long estab­
lished must almost always be of questionable policy: because 
a presumption would arise in every such case, that there were 
natural and inherent impediments to success. But in new 
undertakings, they are as justifiable. as they are oftentimes 
necessary . 

There is a degree of prejudice against bounties from an 
appearance of giving away the public money, without an imme­
diate consideration, and from a supposition, that they serve to 
enrich particular classes, at the expense of the community. 

But neither of these sources of dislike will bear a serious 
examination. There is no purpose, to which public money 
can be more beneficially applied, than to the acquisition of a 
new and useful branch of industry; no consideration more 
valuable than a permanent addition, to the general stock of 
productive labor. 

As to the second source of objection, it equally lies 
against other modes of encouragement, which are admitted 
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to be eligible. As often as a duty upon a foreign article makes 
an addition to its price , it causes an extra expense to the 
community , for the benefit of the domestic manufacturer. A 
bounty does no more: But it is in the interest of the society 
in each case , to submit to a temporary expense , which is more 
than compensated, by an increase in industry and wealth , by 
an augmentation of resources and independence; and by the 
circumstance of eventual cheapness , which has been noticed 
in another place. 

It would deserve attention, however, in the employment 
of this species of encouragement in the United States , as a 
reason for moderating the degree of it in the instances , in 
which it might be deemed eligible , that the great distance of 
this country from Europe imposes very heavy charges on all 
the fabrics which are brought from thence, amounting from 
1 5  to 30 percent on their value , according to their bulk. 

A question has been made concerning the constitutional 
right of the government of the United States to apply this 
species of encouragement, but there is certainly no good 
foundation for such a question. The national legislature has 
express authority "To lay and Collect taxes , duties, imposts 
and excises, to pay the debts and provide for the common 
defense and general welfare" with no other qualifications 
than that "all duties , imposts and excises , shall be uniform 
throughout the United States , that no capitation or other di­
rect tax shall be laid unless in proportion to numbers ascer-

Thomas R. Malthus's 
new world order 

Today, Baghdad in Iraq and Lima in Peru are both the 
victims of the same new world order policy of the malthu­
sians. This policy is being implemented with slightly dif­
ferent methods and measures in the two cases , but it is 
designed to produce the same results. In the one case, it 
has been achieved via bombing sorties . In the other case, 
it is occurring through the policies of the International 
Monetary Fund. In both 
cases, it is a policy being 
forced through by 
George Bush. In both 
cases , the malthusian 
objective is to depopu­
late, and to eliminate the 
sovereignty of , the na­
tions of the Third World 
in particular. It is this 
that produces the spread 
of diseases like cholera. 
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tained by a census or enumeration taken on the principles 
prescribed in the Constitution,"  and that "no tax or duty shall 
be laid on articles exported fr<llm any state. " These three 
qualifications excepted, the power to raise money is plenary, 
and indefinite.. and the objects to which it may be appro­
priated are no less comprehensilVe, than the payment of the 
public debts and the providing fpr the common defense and 
"general welfare. "  The terms "general welfare" were doubt­
less intended to signify more thail was expressed or imported 
in those which preceded; otherwise numerous exigencies in­
cident to the affairs of a nation would have been left without 
a provision. The phrase is as comprehensive as any that could 
have been used; because it was JIlot fit that the constitutional 
authority of the Union, to appropriate its revenues should 
have been restricted within narrower limits than the "general 
welfare" and because this necessllrily embraces a vast variety 
of particulars, which are susceptible neither of specification 
nor of definition. 

It is therefore of necessity left to the discretion of the 
national legislature, to pronoun¢e, upon the objects, which 
concern the general welfare, and for which under that de­
scription, an appropriation of money is requisite and proper . 
And there seems to be no room for a doubt that whatever 
concerns the general interests o£ learning of agriculture. of 
manufactures, and of commerce are within the sphere of the 
national councils as far as regards an application of money . 

Parson Malthus ( 1 766- 1 834)1, a paid employee of the 
British East India Company, said it over 200 years ago, 
in his 1 798 book Essay on the Principle of Population: 

"All children who are born , I  beyond what would be 
required to keep up the population to a desired level, must 
necessarily perish, unless room be made for them by the 
death of grown persons. . . . We �hould facilitate, instead 
of foolishly and vainly endeavoring to impede, the opera­
tions of nature in producing this mortality; and if we dread 
the too frequent visitation of the horrid form of famine, 
we should sedulously encourage the other forms of de­
struction, which we compel nature to use. 

"Instead of recommending cl�anliness to the poor, we 
should encourage contrary habits� In our towns we should 
make the streets narrower, crowd more people into the 
houses, and court the return of th¢ plague. In the country, 
we should build our villages near stagnant pools, and 
particularly encourage settlement in all marshy and un­
wholesome situations. But abovei all , we should reprobate 
specific remedies for ravaging di!leases and restrain those 
benevolent, but much mistaken 'men who have thought 
they are doing a service to mankind by protecting schemes 
for the total extirpation of particular disorders. " 

-Dennis Small 
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The only qualification of the generality of the phrase in 
question, which seems to be admissible, is this-That the 
object to which an appropriation of money is to be made be 
general and not local; its operation extending in fact, or by 
possibility, throughout the Union, and not being confined to 
a particular spot. 

No objection ought to arise to this construction from a 
supposition that it would imply a power to do whatever else 
should appear to Congress conducive to the general welfare. 
A power to appropriate money with this latitude which is 
granted too in express terms would not carry a power to do 
any other thing, not authorized in the Constitution, either 
expressly or by fair implication. 

V. Premiums 
These are of a nature allied to bounties, though distin­

guishable from them, in some important features. 
Bounties are applicable to the whole quantity of an article 

produced, or manufactured, or exported, and involve a corre­
spondent expense. Premiums serve to reward some particular 
excellence or superiority, some extraordinary exertion or 
skill, and are dispensed only in a small number of cases. But 
their effect is to stimulate general effort. Contrived so as to 
be both honorary and lucrative, they address themselves to 
different passions; touching the chords as well of emulation 
as of interest. They are accordingly a very economical mean 
of exciting the enterprise of a whole community. 

There are various societies in different countries, whose 
object is the dispensation of premium for the encouragement 
of agriculture, arts, manufactures and commerce; and 
though they are for the most part voluntary associations, with 
comparatively slender funds, their utility has been immense. 
Much has been done by this mean in Great Britain; Scotland 
in particular owes materially to it a prodigious amelioration 
of condition. From a similar establishment in the United 
States, supplied and supported by the government of the 
Union, vast benefits might reasonably be expected. Some 
further ideas on this head, shall accordingly be submitted, in 
the conclusion of this report. 

VI. The exemption of the materials of 
manufactures from duty 

The policy of that exemption as a general rule, particular­
ly in reference to new establishments, is obvious. It can 
hardly ever be advisable to add the obstructions of fiscal 
burdens to the difficulties which naturally embarrass a new 
manufacture; and where it is matured and in condition to 
become an object of revenue, it is generally speaking better 
that the fabric, than the material should be the subject of 
taxation. Ideas of proportion between the quantum of the tax 
and the value of the article, can be more easily adjusted, in the 
former, than in the latter case. An argument for exemptions of 
this kind in the United States, is to be derived from the 
practice, as far as their necessities have permitted, of those 
nations whom we are to meet as competitors in our own and 
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in foreign markets. 
There are however exceptions to it; of which some exam­

ples will be given under the next head. 
The laws of the Union afford instances of the observance 

of the policy here recommended, i but it will probably be 
found advisable to extend it to some other cases. Of a nature, 
bearing some affinity to that policy is the regulation which 
exempts from duty the tools and implements, as well as the 
books, cloths and household furniture of foreign artists, who 
come to reside in the United States; an advantage already 
secured to them by the laws of the Union, and which, it is in 
every view, proper to continue. . . . 

VIII. The encouragement of new inventions 
and discoveries 

The encouragement of new inventions and discoveries at 
home, and of the introduction into the United States of such 
as may have been made in other countries; particularly those, 
which relate to machinery . 

This is among the most useful and unexceptionable of the 
aids, which can be given to manufactures. The usual means of 
that encouragement are pecuniary rewards, and, for a time, 
exclusive privileges. The first must be employed, according to 
the occasion, and the utility of the invention, or discovery: For 
the last, so far as respects "authors and inventors" provision has 
been made by law. But it is desirable- in regard to improvements 
and secrets of extraordinary value, to be able to extend the same 
benefit to introducers, as well as authors and inventors; a policy 
which has been practiced wtih advantage in other countries. 
Here, however, as in some other cases, there is cause to regret, 
that the competency of the authority of the national government 
to the good, which might be done, is not without a question. 
Many aids might be given to industry; many internal improve­
ments of primary magnitude might be promoted, by an authority 
operating throughout the Union, wlD.ich cannot be effected, as 
well, if at all, by an authority confined within the limits of a 
single state. 

But if the legislature of the Union cannot do all the good, 
that might be wished, it is at least ,desirable , that all may be 
done, which is practicable. Means for promoting the intro­
duction of foreign improvements, though less efficaciously 
than might be accomplished with : more adequate authority, 
will form a part of the plan intended to be submitted in the 
close of this report. 

It is customary with manufacturing nations to prohibit, 
under severe penalties, the exportation of implements and 
machines, which they have either invented or improved. 
There are already objects for a similar regulation in the United 
States; and others may be expected to occur from time to 
time. The adoption of it seems to be dictated by the principle 
of reciprocity. Greater liberality; in such respects, might 
better comport with the general sipirit of the country; but a 
selfish and exclusive policy in other quarters will not always 
permit the free indulgence of a spirit, which would place us 
upon an unequal footing. As far as prohibitions tend to pre-
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vent foreign competitors from deriving the benefit of the 
improvements made at home, they tend to increase the advan­
tages of those by whom they may have been introduced; and 
operate as an encouragement to exertion. 

IX. Judicious regulations for the inspection of 
manufactured commodities 

This is not among the least important of the means, by 
which the prosperity of manufactures may be promoted. It is 
indeed in many cases one of the most essential . Contributing 
to prevent frauds upon consumers at home and exporters to 
foreign countries-to improvement quality and preserve the 
character of the national manufactures, it cannot fail to aid 
the expeditious and advantageous sale of them, and to serve 
as a guard against successful competition from other quar­
ters. The reputation of the flour and lumber of some states, 
and of the potash of others has been established by an atten­
tion to this point. And the like good name might be procured 
for those articles, wheresoever produced, by a judicious and 
uniform system of inspection; throughout the ports of the 
United States. A like system might also be extended with 
advantage to other commodities. 

X. The facilitating of pecuniary remittances 
from place to place 

The facilitating of pecuniary remittances from place to 
place is a point of considerable moment to trade in general, 
and to manufactures in particular; by rendering more easy the 
purchase of raw materials and provisions and the payment for 
manufactured suplies . A general circulation of bank paper, 
which is to be expected from the institution lately established 
will be a most valuable mean to this end . But much good would 
also accrue from some additional provisions respecting inland 
bills of exchange. If those drawn in one state payable in anoth­
er were made negotiable, everywhere, and interest and dam­
ages allowed in case of protest, it would greatly promote nego­
tiations between the citizens of different states, by rendering 
them more secure; and, with it the convenience and advantage 
of the merchants and manufacturers of each. 

XI. The facilitating of the transportation of 
commodities 

Improvements favoring this object intimately concern all 
the domestic interests of a community; but they may without 
impropriety be mentioned as having an important relation to 
manufactures. There is perhaps scarcely any thing, which 
has been better calculated to assist the manufactures of Great 
Britain, than the ameliorations of the public roads of that 
kingdom, and the great progress which has been of late made 
in opening canals. Of the former, the United States stand 
much in need; and for the latter they present uncommon 
facilities . 

The symptoms of attention to the improvement of inland 
navigation, which have lately appeared in some quarters, 
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must fill with pleasure every breast armed with a true zeal 
for the prosperity of the countty . These examples, it is to be 
hoped, will stimulate the exertions of the government arid the 
citizens of every state. There can certainly be no object, more 
worthy of the cares of the local administrations; and it were to 
be wished, that there was no doubt of the power of the national 
government to lend its direct aid, on a comprehensive plan. 
This is one of those improveme�ts , which could be prosecuted 
with more efficacy by the whole, than by any part or parts of 
the Union. There are cases in which the general interest will 
be in danger to be sacrificed to 1!he collision of some supposed 
local interests . Jealousies , in matters of this kind , are as apt to 
exist, as they are apt to be erroneous. 

The following remarks are sufficiently judicious and per­
tinent to deserve a literal quotation . "Good roads, canals, 
and navigable rivers, by dimishing the expense of carriage, 
put the remote parts of a country more nearly upon a level 
with those in the neighborhood of the town. They are upon 
that account the greatest of all :improvements. They encour­
age the cultivation of the remote, which must always be the 
most extensive circle of the country. They are advantageous 
to the town by breaking downi the monopoly of the country 
in its neighborhood. they are advantageous even to that part 
of the country. Though they introduce some rival commodi­
ties into the old market, they open many new markets to 
its produce. Monopoly besides is a great enemy to good 
management, which can never be universally established, 
but in consequence of that free and universal competition, 
which forces everybody to have recourse to it for the sake of 
self-defense. It is not more than fifty years ago that some of 
the countries in the neighborhood of London petitioned the 
Parliament, against the extension of the turnpike roads, into 
the remoter counties. Those remoter counties, they pretend­
ed, from the cheapness of labor, would be able to sell their 
grass and corn cheaper in the London market, than , them­
selves, and they would thereby reduce their rents and ruin 
their cultivation . Their rents however have risen and their 
cultivation has been improved, since that time."  

Specimens of  a spirit, similar to  that which governed the 
counties here spoken of present themselves too frequently to 
the eye of an impartial observer, and render it a wish of 
patriotism, that the body in this country, in whose councils 
a local or partial spirit is least likely to predominate , were at 
liberty to pursue and promote the general interest, in those 
instances, in which there might be danger of the interference 
of such a spirit. 

The foregoing are the principal of the means, by which 
the growth of manufactures in ordinarily promoted. It is , 
however, not merely necessary. that the measures of govern­
ment, which have a direct view to manufactures, should be 
calculated to assist and protect them, but that those which 
only collaterally affect them, in the general course of the 
administration, should be guar<led from any peculiar tenden­
cy to injure them. . . . 
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Alexander Hamilton, 1790 

'Report on a National Bank' 
To the Speaker of the House of Representatives: 

The Secretary respectfully reports 
. . .  That a National Bank is an Institution of primary 

importance to the prosperous administration of the Finances, 
and would be of the greatest utility in the operations connect­
ed with the support of the Public Credit. . . . 

The following are among the principal advantages of a 
Bank. 

First. The augmentation of the active or productive capi­
tal of a country. Gold and Silver, when they are employed 
merely as the instruments of exchange and alienation, have 
been not improperly denominated dead Stock; but when de­
posited in Banks, to become the basis of a paper circulation, 
which takes their character and place, as the signs or repre­
sentatives of value, they then acquire life, or, in other words, 
an active and productive qUality. . . . It is evident, for in­
stance, that the money which a merchant keeps in his chest, 
waiting for a favourable opportunity to employ it, produces 
nothing, 'till that opportunity arrives. But if instead of lock­
ing it up in this manner, he either deposits it in a Bank, or 
invests it in the Stock of a Bank, it yields a profit, during the 
interval . . . . His money thus deposited or invested, is a 
fund, upon which himself and others can borrow to a much 
larger amount . It is a well established fact, that Banks in 
good credit can circulate a far greater sum, than the actual 
quantum of their capital in Gold and Silver. . . . 

The same circumstances illustrate the truth of the posi­
tion, that it is one of the properties of Banks to increase the 
active capital of a country . . . .  The money of one individual, 
while he is waiting for an opportunity to employ it by being 
either deposited in the Bank for safe keeping, or invested in 
its Stock, is in a condition to administer to the wants of 
others, without being put out of his own reach . . . .  This 
yields an extra profit, arising from what is paid for the use of 
his money by others, when he could not himself make use of 
it, and keeps the money itself in a state of incessant activity . 
. . .  This additional employment given to money, and the 
faculty of a bank to lend and circulate a greater sum than the 
amount of its stock in coin, are all to the purposes of trade 
and industry, an absolute increase of capital . Purchases and 
undertakings, in general, can-be carried on by any given sum 
of bank paper or credit, as effectually as by an equal sum of 
gold and silver . And thus by contributing to enlarge the mass 
of industrious and commercial enterprise, banks become 
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nurseries of national wealth. . . . 
Secondly . Greater facility to the Government in obtaining 

pecuniary aids, especially in sud�n emergencies . This is 
another undisputed advantage of public banks, one which, 
as already remarked, has been realised in signal instances 
among ourselves . . . .  

[T]hat Banks tend to banish the gold and silver of the 
Country . . . is an objection, which if it has any foundation, 
lies not against Banks, peculiarly, but against every species 
of paper credit . 

The most common answer gi\1en to it is . . . that it is 
immaterial what serves the purpos� of money, whether pa­
per, or gold and silver; that the effect of both upon industry 
is the same; and that the intrinsic wealth of a nation is to 
be measured, not by the abundance of the precious metals 
contained in it, but by the quantity, of the productions of its 
labour and industry . . . . It is certain, that the vivification of 
industry, by a full circulation, with the aid of a proper and 
well regulated paper credit, may more than compensate for 
the loss of a part of the gold and silver of a Nation . . . .  A 
nation that has no mines of its own, must derive the precious 
metals from others; generally speaJeing, in exchange for the 
products of its labour and industry. The quantity, it will 
possess, will therefore, in the ordiJIary course of things, be 
regulated by the favourable or unfavourable balance of its 
trade; that is, by the proportion between its abilities to supply 
foreigners, and its wants of them; between the amount of its 
exportations and that of its import�tions . Hence the state of 
agriculture and manufactures, the quantity and quality of its 
labour and industry must influence and determine the in­
crease or decrease of its gold and sUver . 

If this be true . . . well constitjuted Banks . . . augment 
in different ways, the active capital of the country . This, it is, 
which generates employment; which animates and expands 
labour and industry. Every addition, which is made to it, by 
contributing to put in motion a gre�ter quantity of both, tends 
to create a greater quantity of th� products of both: And, 
by furnishing more materials for flxportation, conduces to a 
favourable balance of trade and coq.sequently to the introduc­
tion and increase of gold and silve�. . . . 

The support of industry is . f • of more consequence 
towards correcting a wrong balanc� of trade, than any practi­
cable retrenchments in the expenses of families or individu­
als: And the stagnation of it [industry] would be likely to have 
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more effect in prolonging such balance, than any savings 
in shortening its continuance. That stagnation is a natural 
consequence of an inadequate medium , which, without the 
aid of Bank circulation , would in the cases supposed be 
severely felt. . . . 

The establishment of Banks in this country seems to be 
recommended by reasons of a peculiar nature. Previously to 
the revolution circulation was carried on by paper in great 
measure emitted by the several local governments . . . .  This 
auxiliary may be said to be now at an end. And it is generally 
supposed , that there has been for some time a decifiency of 
circulating medium. . . . 

The circumstances are . . . the vast tracts of waste land, 
and the little advanced state of manufactures. The progres­
sive settlement of the former, while it promises ample retribu­
tion , in the generation of future resources ! diminishes or 
obstructs, in the mean time, the active wealth of the country. 
It not only draws off a part of the circulating money, and 
places it in a more passive state , but it diverts into its own 
channels a portion of that species of labour and industry, 
which would otherwise be employed, in furnishing materials 
for foreign trade, and which, by contributing to a favourable 
balance, would assist the introduction of specie [currency]. 
In the early periods of new settlements , the settlers not only 
furnish no surplus for exportation, but they consume a part 
of that which is produced by the labour of others. The same 
thing is a cause , that manufactures do not advance, or ad­
vance slowly . . . .  

[Hamilton then lists several reasons why some already 
extant private banks may not be made the National Bank and 
why a new Bank must be created. ] 

. . . The last inducement . . . is the want of precautions 
to guard against a foreign influence insinuating itself into the 
Direction of the Bank. It seems scarcely reconcileable with a 
due caution to permit, that any but citizens should be eligible 
as Directors of a National Bank, or that non-resident foreign­
ers should be able to influence the appointment of Directors 
by the votes of their proxies . . . .  

It is to be considered, that such a Bank is not a mere matter 
of private property , but a political machine of the greatest 
importance to the State. . . . 

[T]he following plan of the constitution of a National Bank 
is respectfully submitted to the consideration of the House: 

I. The capital Stock of the Bank shall not exceed ten Mil­
lions of Dollars , divided into Twenty five thousand shares, 
each share being four hundred Dollars; to raise which sum, 
subscriptions shall be opened . . . .  Bodies politic as well as 
individuals may subscribe. 

II. The amount of each share shall be payable, one fourth 
in gold and silver coin, and three fourths in that part of the 
public debt , which according to the loan proposed by the Act 
making provision for the debt of the United States, shall bear 
an accruing interest at the time of payment of six per centum 
per annum . . . .  
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XIII. None but a Stockholder being a citizen of the United 
States, shall be eligible as a Dirbctor . . . .  

XX. The bills and notes of tbe Bank originally made pay­
able . . .  in gold and silver coin , shall be receivable in all 
payments to the United States. 

XXI. The Officer at the head of the Treasury Department 
of the United States shall be furnished from time to time . . .  
not exceeding once a week , wit� statements of the amount of 
the capital Stock of the Bank and of the debts due to the same; 
of the monies deposited therein; of the notes in circulation; 
and of the Cash in hand; and shall have a right to inspect such 
general account in the books of the bank as shall relate to the 
said statements . . . .  

XXIV. And lastly. The President of the United States shall 
be authorised to cause a subscription to be made to the Stock 
of the said Company, on behalf of the United States, to an 
amount not exceeding two Millions of Dollars, to be paid out 
of the monies which shall be borrowed by virtue of either of 
the Acts, the one entitled "an Act making provision for the 
debt of the United States ,"  and the other entitled "An Act 
making provision for the reduction of the Public Debt". . . . 

The combination of a porticlm of the public Debt in the 
formation of the Capital, is the principal thing, of which an 
explanation is requisite. The chief object of this is, to enable 
the creation of a capital sufficiently large to be the basis of an 
extensive circulation, and an adequate security for it. . . . But 
to collect such a sum in this country, in gold and silver into 
one depository, may, without h¢sitation, be pronounced im­
practicable. Hence the necessi� of an auxiliary which the 
public debt at once presents. 

This part of the fund [the Continental Debt] will be always 
ready to come in aid of the specie. It will more and more com­
mand a ready sale [i.e. the debt of the U. S. , via the Bank, 
will become marketable]; and can therefore expeditiously be 
turned into coin. . . . This quality of prompt convertibility 
into coin , renders it an equivalent for that necessary agent of 
Bank circulation; and distinguishes it from a fund in land of 
which the sale would be far less compendious, and a great 
disadvantage. . . . 

The debt composing part of the capital , besides its collater­
al effect in enabling the Bank to extend its operations, and 
consequently to enlarge its profits , will produce a direct annu­
al revenue of six per centum frornthe Government, which will 
enter into the half yearly dividends received by the Stock­
holders. 

When the present price of the public debt is considered, 
and the effect which its conversion into Bank Stock , incorpo­
rated with a specie fund , would have in all probability to 
accelerate its rise to the proper point, it will easily be discov­
ered, that the operation presents in its outset a very consider­
able advantage to those who may become subscribers; and 
from the influence , which that ri!le would have on the general 
mass of the Debt , a proportional benefit to all the public 
creditors . . . .  
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Hamilton's final years: the . 

Christian Constitutional Society 
by Donald Phau 

By 1 802, a little over one year before his murder, Alexander 
Hamilton stood virtually alone, as the country he had helped 
to found rapidly degenerated. His arch-foe Thomas Jefferson, 
as President, had turned the economy over to the European 
oligarchy. Jefferson had chosen Albert Gallatin, Swiss aristo­
crat and protege of the man who had destroyed France, 
Jacques Necker, as his Treasury secretary. The Federalists, 
the political party which Hamilton and George Washington 
had founded and which had led the nation through the storms 
of its first years, had fallen into the hands the British, even 
supporting Hamilton's  future murderer, Aaron Burr, for Pres­
ident . 

Establishment historians have succeeded in painting an 
entirely false view of the last years of Hamilton's  life. He is 
portrayed as a "brooding" man, a "fallen leader," who quit 
his party and retired in frustration . Indeed, his enemies had 
run countless operations to drive Hamilton out of public life, 
but to no avail. These operations included the murder of his 
eldest son, in a duel set up by Burr, and numerous attempts 
to frame up the former secretary of the Treasury on the 1 8th­
century equivalent of "securities fraud ."  

In  a letter to  Benjamin Rush on Feb . 1 2, 1 802, Hamilton 
writes of his son's death. The letter reveals a deeply religious 
side of Hamilton which plays a key part in his last years . 
"My loss is indeed great. The brightest as well as the eldest 
of my family has been taken from me. You estimated him 
rightly . He was a fine youth. But why should I repine? It was 
the will of heaven, and he is now out of the reach of the 
seductions and calamities of a world of folly, full of vice, full 
of danger--of least value in proportion as it is best known. I 
firmly trust, also, that he has safely reached the haven of 
eternal repose and felicity . "  

Standing up, alone, for his beliefs was the hallmark of 
Hamilton's character . He minced no words in characterizing 
the so-called leadership of the country . He called Jefferson 
an "atheist" and a "fanatic"; as for former President John 
Adams, he quoted Ben Franklin, who said, "Mr . Adams: He 
is always honest, sometimes great, but often mad."  But his 
real contempt was reserved for Aaron Burr, the man the 
Federalists ended up supporting for President against Jeffer­
son. Hamilton waged a one-man campaign to convince his 
party that Burr's election to the presidency would be far 
worse than the election of Jefferson. Hamilton wrote to 
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Gouverneur Morris on Dec. 24, 1 8QO: 
"Jefferson or Burr? the former without doubt. The latter, 

in my judgement, has no principle, public or private; could 
be bound by no agreement; will listen to no monitor but his 
ambition, and for this purpose will .use the worst part of the 
community as a ladder to climb to permanent power, and an 
instrument to crush the better part . He is bankrupt beyond 
redemption, except by the resources which grow out of war 
and disorder, or by a sale to a foneign power, or by great 
peculation. War with Great Britain would be an immediate 
instrument. He is sanguine enough to hope every thing, dar­
ing enough to attempt every thing, wicked enough to scruple 
nothing. From the elevation of such a man may heaven pre­
serve the country . " 

Due to Hamilton's  efforts Burr was barely defeated by 
Jefferson. Burr would have his revenge, killing Hamilton in 
a duel four years later . Yet Hamilton saw that if the Federalist 
Party could stoop so low as to support Burr, in order to gain 
the presidency, he could no longer associate himself with it . 
In January 1 80 1  he wrote to James A. Bayard: "If the party 
shall, by supporting Mr. Burr as President, adopt him for 
their official chief, I shall be obliged to consider myself an 
isolated man. It will be impossible for me to reconcile with 
my notions of honor or policy the continuing to be of a party 
which, according to my apprehension, will have degraded 
itself and the country. " 

Countering the ' Jacobins' 
It is at this very point that tbe "history" books write 

Hamilton off. Hated by the Jeffersonian democrats and de­
nounced by those Federalists for destroying the party he had 
helped found and lead, Hamiltonls  career was supposedly 
over. In reality, Hamilton had begun to plan out how to 
organize a core group of cadre consisting of men determined 
to rescue the nation from the depths into which it had fallen. 
Hamilton called his new organization "The Christian Consti­
tutional Society ."  

For Hamilton, the enemy was the "Jacobinism" of the 
French Enlightenment, a brand of thought which the "atheis­
tic" Jefferson utilized to establish the doctrine of separation 
of Church and State. The first principle of the new society, 
even before supporting the Constitution, was "the support of 
the Christian religion . "  In a letter to his friend James Bayard 
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Alexander Hamilton was laying plans for a "Christian 
Constitutional Society" to put the United States back on sound 
economic principles when he was killed in a duel by British agent 
Aaron Burr in July 1 804 .  

i n  April 1 802 , Hamilton lays out , i n  rough draft, an outline 
for the new society . It would start out as a network of people 
dedicated to the "diffusion of information ,"  as well as those 
who would monitor the local newspapers-a kind of intelli­
gence-gathering organization . To counter the spread of Jaco­
binism in the cities ,  the society would establish "academies" 
to educate the urban population in the "principles of mechan­
ics" and "chemistry . "  The society would also actively sup­
port candidates for elected office . 

Hamilton's letter to Bayard 
The following is nearly the complete text of Hamilton' s  letter 
to Bayard: 

Your letter of the 1 2th instant has relieved me of some appre­
hension . Yet it is well that it should be perfectly understood 
by the truly sound part of the Federalists that there do , in 
fact, exist intrigues in good earnest between several individu­
als not unimportant , of the federal party , and the person in 
question , which are bottomed upon motives and views by no 
means auspicious to the real welfare of the country . I am glad 
to find that it is in the contemplation to adopt a plan of 
conduct. It is very necessary ; and , to be useful , it must be 
efficient and comprehensive in the means which it embraces , 
at the same time that it must mediate none which are not 
really constitutional and patriotic . I will comply with your 
invitation by submitting some ideas which , from time to 
time , have passed through my mind . 

Nothing is more fallacious than to expect to produce any 
valuable or permanent results in political projects by relying 
merely on the reason of men . Men are rather reasoning than 
reasonable animals ,  for the most part governed by the im-
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pulse of passion . This is well understood by our adversaries , 
who have practised upon it l ith no small benefit to their 
cause; for at the very moment tfey are eulogizing the reason 
of men , and professing to appj:!al only to that faculty , they 
are courting the strongest an{ most active passion 'Of the 
human heart, vanity ! It is no 

.
�ess true that the Federalists 

seem not to have attended to the fact sufficiently; and that 
they have erred in relying so m ch on the rectitude and utility 
of their measures as to have neglected the cultivation of 
popular favor, by fair and justir.able expedients . The obser­
vation has been repeatedly made to me by individuals with 
whom I particularly conversed , land expedients suggested for 
gaining good will , which were never adopted . Unluckily , 
however, for us ,  in the competition for the passions of the 
people , our opponents have grekt advantages over us ; for the 
plain reason that the vicious are lfar more active than the good 
passions ; and that , to win the ormer to our side , we must 
renounce our principles and our objects and unite in cor­
rupting public opinion till it bedomes fit for nothing but mis-I 
chief. Yet , unless we can contrive to take hold of, and carry I 
along with us some strong feellngs of the mind , we shall in 
vain calculate upon any substaJtial or durable results . 

Whatever plan we may adopt, to be successful , must be 
founded on the truth of this Ploposition . And perhaps it is 
not very easy for us to give it ful l  effects ; especially not 
without some deviations from that , on other occasions , we 
have maintained to be right . But in determining upon the 
propriety of the deviations ,  wei must consider whether it be 
possible for us to succeed , w · thout , in some degree , em­
ploying the weapons which ha�e been employed against us , 
and whether the actual state and future prospect of things be 
not such as to justify the reciprcal use of them. I need not 
tel l  you that I do not mean to (Wuntenance the imitation of I 
things intrinsically unworthy , put only of such as may be 
denominated irregular ["irregular warfare"-DP] ; such as , 
in a sound and stable order of things , ought not to exist . 
Neither are you to infer that any revolutionary result is con­
templated . In my opinion , th present Constitution is  the 
standard to which we are to clirg . Under its banners , bona 
fide , must we combat our political foes ,  rejecting all changes 
but through the channel itself p�ovides for amendments . By 
these general views of the subjbct have my reflections been 
guided . I now offer you the oJtline of the plan which they 
have suggested . I Let an association be formed to be denominated "The 
Christian Constitutional Societ� . "  Its objects to be : 

1 st .  The support of the Chri tian religion . 
2d . The support of the Constitution of the United States . 
Its organization : \ 1 st .  A council , consisting ofla president and twelve mem­

bers , of whom four and the president to be a quorum. 
2d . A sub-directing councill in each State , consisting of 

a vice-president and twelve m mbers , of whom four, with 
the vice-president to be a quoru , . 
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Marx hated Christian 
roots of American System 

Karl Marx ( 1 8 1 8-83) was far from being an opponent of 
Adam Smith's free trade dogmas, as many people believe 
today . Marx and his fellow founder of communism, 
Friedrich Engels, wrote a 30-page tirade in 1 844 against 
Friedrich List, Germany's great Hamiltonian thinker (see 
page 40) . If we strip away all secondary arguments, what 
unhinged Marx was List's rejection of materialism and 
locating the "capital of mind" as the true source of wealth, 
as Hamilton had earlier. Marx and Smith both believed 
that man was a "soulless materialist," which led Marx to 
strongly defend Smith and his free trade theory against 
List . It is not coincidental that Marx supported British and 
French materialists against the Leibnizian outlook. 

In an obvious state 
of rage, Marx called List 
an "idealistic-Christian" 
and a "German philis­
tine," who would con­
stantly talk about pro­
tective tariffs and 
productive forces . 
List's  rejection of the 
materialistic exchange 
values, which were con­
sidered the source of 

3d. As many societies of each State as local circum­
stances permit to be formed by the sub-directing council . 

The meeting at Washington to nominate the president 
and the vice-president, together with four members of each 
of the councils, who are to complete their own numbers 
respectively . 

Its means: 
The diffusion of information. For this purpose not only 

the newspapers, but pamphlets, must be largely employed, 
and to do this a fund must be created; five dollars annually, 
for eight years, to be contributed by each member who can 
really afford it (taking care not to burthen the less able breth­
ren), may afford a competent fund for a competent term. It is 
essential to be able to disseminate gratis useful publications. 
Wherever it can be done, and there is a press, clubs should 
be formed, to meet once a week, read the newspapers, and 
prepare essays, papagraphs, etc . 

2d . The use of all lawful means in concert to promote the 
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wealth by both Marx and Smith, led Marx to attack Chris­
tianity as the spiritual source for List's notion of the pro­
ductive powers . Marx fully recogniz4d that List 's  under­
standing of the productive powers cpnsciously fostered 
by the nation state completely discr¢dited communism, 
which forced Marx to defend Britailll and the free trade 
school as the highest form of capitali�m and civil society 
against List and the American System: 

"That it is just as impossible for htm [List] to advance 
further the political economy exhaustively developed by 
the English and French as it would b� for them [German 
bourgeoisie] to contribute anything new to the develop­
ment of philosophy in German. . . .  Modem political 
economy starts out as a social system of competition. Free 
labor, that is to say, indirect slavery which offers itself 
for sale, is its principle . Its primary propositions are divi­
sion of labor and the machine. An� this can be given 
its highest development only in the factories, as modem 
political economy itself admits . Thu� the political econo­
my today starts out from the factories as its creative princi­
ple . . . .  Hence it does not need to expatiate on 'manufac­
turing force . '  " 

In his defense of exchange values, Marx insisted that 
List 's theory of productive forces was not an advance over 
the already fully "exhausted" capitaljism of free competi­
tion, but was only an attempt to help the German bourgeoi­
sie against Britain . He repeatedly lifld first, that List was 
making no advance over the British System of free compe­
tition and free trade; and second, that the United States 
was not a crucial proof of superiQrity of List and the 
American System over the British System of free trade. 

-Lawrence K. Freeman 

election of fit men; a lively correspondence must be kept up 
between the different societies . 

3d. The promoting of institution� of charitable and useful 
nature in the management of Federal�sts . The populous cities 
ought particularly to be attended tp; perhaps it would be 
well to institute in such places 1 st ,  societies for the relief 
of emigrants; 2d, academies, each Iwith one professor, for 
instructing the different classes of m¢chanics in the principles 
of mechanics and the elements of cqemistry . The cities have 
been employed by the Jacobins to give an impulse to the 
country; and it is believed to be an lI.larming fact that, while 
the question of presidential election was pending ih the House 
of Representatives, parties were organizing in several of the 
cities in the event of there being nq election, to cut off the 
leading Federalists and seize the government. 

The foregoing to be the principajI engine . . . .  This is the 
general sketch of what has occurred ito me . It is at the service 
of my friends for so much as it may �e worth . 
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�olbert's bequest to 
the founding fathers 
by Anton Chaitkin 

Yorktown, the last great battle of the American Revolution , 
was won by the allied forces of America and France . Lacking 
an industrial supply base , politically disorganized, the new 
American republic had nevertheless survived through years 
of patient and resolute struggle . To develop national power 
in their shaky new country , American leaders would be 
instructed by what the first treasury secretary called the 
"indefatigable endeavors" of the seventeenth-century French 
statesman Jean-Baptiste Colbert. 

At the war's  end , the Americans had not yet formed the 
necessary central government. Col . Alexander Hamilton had 
been General Washington ' s  chief aide , coordinating military 
intelligence for the alliance . On April 8 ,  1 782 ,  Hamilton 
wrote an article for the New-York Packet, No. 5 in his series 
called "The Continentalist ," explaining the need for a strong 
Union government. In this article , Hamilton set forth the 
economic tradition which the American leaders would use 
to develop their country , under the necessary energetic gov­
ernment: 

''Trade may be said to have taken its rise in England 
under the auspices of Elizabeth; and its rapid progress there 
is in a great measure to be ascribed to the fostering care of 
government in that and succeeding reigns . 

"From a different spirit in the government , with superior 
advantages , France was much later in commercial improve­
ments , nor would her trade have been at this time in so 
prosperous a condition had it not been for the abilities and 
indefatigable endeavors of the great Colbert. He laid the 
foundation of the French commerce , and taught the way to 
his successors to enlarge and improve it . The establishment 
of the woolen manufacture , in a kingdom , where nature 
seemed to have denied the means , is one among many 
proofs , how much may be effected in favor of commerce by 
the attention and patronage of a wise administration . The 
number of useful edicts passed by Louis XIV, and since his 
time, in spite of frequent interruptions from the jealous 
enmity of Great Britain , has advanced that of France to a 
degree which has excited the envy and astonishment of its 
neighbors . " 

Colbert's coup d'etat 
It was in 1 66 1  that Jean-Baptiste Colbert began the orga­

nization of lawful government in France .  Colbert (b . 1 6 1 9) 
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had been the coordinator of secret intelligence for Cardinal 
Mazarin , the French royal family ' s  prime minister. Colbert 
was a student of the strategies of Cardinal Richelieu , the 
previous prime minister , wqo had built a national army 
of 1 00 ,000 men , while battling the feudal nobility who 
recognized no real French n�tion and no law above their 
own power. Richelieu ' s  "Gr�nd Design" had envisaged a 
world of great nations , empowered by rising culture and 
education . i 

When the prime ministett, Cardinal Mazarin , died in 
1 66 1 , King Louis XIV was only 23 years old , and Colbert 
had already served as -a confiClential counselor for him and 
his family since Louis ' s  earl)! childhood . Colbert took ad­
vantage of the moment to create an entirely new regime . 

Immediately , he opened aJll investigation of the Superin­
tendent of Finance , Nicolas F]ouquet , who had long served 
as an intermediary for the bladkmail of the international and 
regional bankers against the l¢ing . They might loan money 
to the king , according to their lunpredictable conditions ,  but 
he was treated as an individu�l and was subjected to fraud; 
there was no French sovereignty . 

Colbert proved the corruiion and treason of Fouquet 
and of many bankers with wh m he had worked . Fouquet' s  
faction had actually planned a iolent takeover by  the aristo­
crats . Fouquet was imprisone , and a debt moratorium was 
declared, freeing the young kifg from three or four years of 
debt strangulation. 

i 

Program for a great natJon 
Colbert waged all-out poll tical war against the corrupt 

French nobility . He created a s�ngle nationwide code of law , 
and set up courts where rio�les who robbed, oppressed, 
and murdered the peasants were put on trial . He conducted 
inquiries into the legitimacy of titles to nobility . Thousands 
were deemed fraudulent , and the losers joined the ranks of 
taxpayers . Many had to go to work , rather than simply 
collecting a myriad of taxes frQm the people of their region . 
Now only the government had lthe authority to collect taxes , 
and its finances were conducted in an orderly and lawful 
fashion . I 

Far from wishing to build i Up a vast state bureaucracy,  
Colbert pointed to the masses of idlers and parasites whose 
gradual absorption into the work force would solve France ' s  
economic problems . In  a meJ!norandum to  the king dated 
Oct . 22 , 1 664 , Colbert explaill1ed that the glory of the king 
would be established by "taking action in proportion to great 
objectives . . . .  It is necess� to reduce the professions of 
your subjects as much as pO!�sible to those which can be 
useful to these grand designs . l 

"These are agriCUlture , men::handise [production and dis­
tribution of goods] ,  and soldiers and sailors . 

". . . [Your Majesty shoUild] be working at the same 
time to diminish , gradually and insensibly , the [number of] 
monks and nuns . . . .  The twct professions which consume 
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a hundred thousand of your subjects uselessly and without 
contributing to your glory, are financiers and lawyers . 

". . . The administration of justice . . . imposes a heavy 
and tyrannical yoke, using the authority of your name, on 
all the rest of your people."  

His "Memorandum on the Reformation of Justice," of 
May 1 5, 1 665, renewed this appeal. 

France had no significant manufacturing capability . 
Dutch merchants, financed by the old Venetian nobility, 
carried most of the world's commerce in their ships. The 
Dutch trade cartel bought masses of commodities, stored 
them in their warehouses, and then dumped them at will 
into French and other markets . French home industry was 
constantly undercut . 

Colbert imposed tariffs imposed on imported goods, but 
lifted the tolls and taxes which the local aristocracy had 
imposed on road and river shipments within France, which 
had made Frenchmen foreigners to one another . A great 
canal was cut, linking the Atlantic Ocean and the Mediterra­
nean Sea, as first proposed by Leonardo da Vinci in 1 5 16 .  
In supervising the construction and improvement of  roads 
and waterways, Colbert asked his builders to make their 
works so good that they would "last eternally."  

Under chief engineer Sebastien Vauban, fortresses were 
constructed by the latest standards, defining and protecting 
France's frontier . The forts called forth, for their supply, the 
construction of new highways and canals . 

The government started factories, and pushed private 
entrepreneurs to take them over or to build their own. Royal 
grants were provided for private enterprise; credit from mon­
ey-lenders, which otherwise circled endlessly through gov­
ernment paper speculations, was encouraged to go to the 
new productive enterprises. Teachers and craftsmen, Protes­
tant and Catholic, were brought in from all of Europe to 
tutor France's development, and to help manage its new 
factories . 

Colbert was most jealous of his country's reputation for 
the export market . Standards were set and enforced. On first 
offense, a manufacturer caught in fraud or the production of 
shoddy goods would be held up to ridicule; a specimen of 
his cloth might be "hung in effigy" in the public square. 
Repeated offenses were dealt with more severely . 

A future for man's mind 
Colbert's  promotion of home industry, and his boosting 

of exports over imports of manufactures, has been mislabeled 
"mercantilism" by historical writers, the most notoriously 
fraudulent of whom was Adam Smith. Unlike Smith's con­
cocted "mercantilists," Colbert sought not simply to pile up 
gold and silver in France, but to develop a national culture 
of technology and trade, which would lift France out of the 
mire of localist ignorance .  

Colbert's  administration sponsored the construction of a 
merchant fleet, to carry French goods abroad, and to service 

EIR January 3, 1 992 

French colonies in Canada and elsewhere. To protect this 
commerce, the number of royal warships was expanded, 
from less than 20, to 250 . His polifY for Canada, though 
ultimately stymied, was similar to tHat of the English colo­
nists in America, and in striking co�trast to "imperialism."  
He sought to populate Canada with s�ttlers, to concentrate at 
first in the East in new cities and 'modem farms, and to 
intermarry with the American Indians . He recruited and sent 
women to marry the French soldiers already in Canada, hop­
ing to spur rapid population growth. Above all, he opposed 
the merchant oligarchy in the fur trade, which deliberately 
kept settlers away or spread them thinly in the wilds , where 
they intoxicated and looted the Indiabs. 

Science policy 
In 1 666 Colbert organized the French Academy of Sci­

ences. He brought in the Dutch astronomer Christiaan Huy­
gens as the Academy's  president . The scientists working 
and studying under Colbert's  sponsorship formed the core of 
leadership in the development of mathematics, physics and 
chemistry for the next three centuries. 

Colbert's  protege Denis Papin was assigned to study un­
der Huygens, as was the young German, G.W. Leibniz. 
Papin and Leibniz collaborated to develop the first working 
steam boat; unfortunately, Papin and his model boat ended 
up in the hands of the British establishment, which managed 
to suppress steam power for another century. Huygens, the 
founder of the wave theory of light I taught mathematics to 
Leibniz, and in 1 675 Leibniz completed the groundwork 
for his invention of calculus, the foundation of all modem 
mathematics. 

In 1675 Leibniz demonstrated his new calculating ma­
chine to the French Academy; it could multiply , divide, and 
take square and cube roots. He received three orders for the 
machine, one for the king, one for the Royal Observatory, 
and one for Minister of Finance Colbert. 

Leibniz 's pioneer work in the sCience of thermodynam­
ics-the study of the potential of violent force to be tamed 
and put to use by man-was up and advanced a century later 
by Lazare and Sadi Carnot in the Ecole Poly technique , which 
later taught engineering to the American military. 

Colbert died in 1 683 .  His program of economic, scientific 
and cultural development was quickly aborted. But in two 
decades he had turned France into la great power, and had 
demonstrated to the world how a i nation creates its own 
destiny . 

In 1 66 1 ,  an English youth named William Penn was 
thrown out of Oxford University, having been caught partici­
pating in an underground republican study group. Penn's 
father, an admiral, sent him to France to study. There young 
William spent two years watching, and perhaps taking part 
in, Colbert's  life-and-death struggle with the aristocracy. In 
1683, the year of Colbert's  death, Penn founded the City of 
Philadelphia . 
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��lonial precursors 
of Hamilton 
The following selections are taken from the writings of some 
of the principal American precursors of the Hamiltonian 
system of economics, assembled by H. Graham Lowry . 

John Winthrop , 'Reasons to Be Considered 
for Justifying the Plantation in New 
England' (1629) 
Winthrop's  policy statement, circulated as an organizing 
tract for the great 1 630 migration to found the Massachusetts 
Bay Colony, is the earliest formulation of the principles and 
goals of Christian economy for the project offorging a repub­

· lic in the New World. The excerpts below highlight the rejec­
tion of the oligarchical system, and the commitment to a 
continental republic, which later flourished under "the 
American System . "  

This land [of England] grows weary of her inhabitants , so as 
man who is the most precious of all creatures is here more 
vile and base than the earth we tread upon , and of less price 
among us , than a horse or a sheep , masters are forced by 
authority to entertain servants , parents are forced to maintain 
their own children , all towns complain of the burden of their 
poor though we have taken up many unnecessary , yea unlaw­
ful trades to maintain them. And we use the authority of the 
law to hinder the increase of people as urging the execution 
of the state against cottages and inmates and thus it is come 
to pass that children, servants and neighbors (especially if 
they be,poor) are counted the greatest burden which if things 
were right would be the chiefest earthly blessing. 

The whole earth is the Lord'·s Garden and he hath given 
iUo the sons of men , with a general condition , Gen: 1 . 28 .  
Increase and multiply ,  replenish the earth and subdue it, 
which was again renewed to Noah , the end is double , moral 
and natural , that man might enjoy the fruits of the earth and 
·God might have his due glory from the creature , why then 
, should we stand here striving for places of habitation (many 
mt<n spending much labor and cost to recover or keep some­
times an Acre or two of land as would procure them many 
hundred as good or better in another country) , and in the mean 
time suffer a whole Continent , as fruitful and convenient for 
the use of man , to lie waste without any improvement. 

Cotton Mather, 'Some Considerations on Bills 
of Credit' (1691) 
Following Charles 11' s revocation of the Massachusetts Bay 
Charter in 1 684 , the colony no longer had sovereign powers 
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John Winthrop 

to mint its own currency, subsidiesfor the development 
of mining and manufacturing, regulate its trade, and enforce 
its prohibitions against All of these measures had 
been integral to the rates of economic growth 
in republican Massachusetts The overthrow of royal Gov. 
Edmund Andros in 1 689 was by renewed assertions 
of Massachusetts' authority its economic develop-
ment, including a pamphlet Increase Mather, Cotton' s  
father, who was negotiating new charter in London . 

The elder Mather's "New Vindicatedfrom Unjust 
Aspersions" argued that Massachusetts must have authority to 
control its own currency and ell'edit, and direct its own capital 
into the development of mining and marifacturing. 

Cotton Mather' s  1 691 pa�phlet was designed to rally 
support in Massachusetts for the issuance of paper currency 
in the form of public bills of ctedit, and attacked "the great 
indiscretion of our C ountrymet" who refused to accept them . 

Now what is the Security of your Paper-money less than the 
Credit of the whole Country? . . .  Certainly , Sir, were not 
people' s  heads idly bewhizled with conceits that we have no 
magistrates, no government, w ich we can call our own, I say 
if such foolish conceits were not entertained, there would not 
be the least scruple in acceptin your bills as current pay. . . . 
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[Otherwise], we are reduced to Hobbes his state of Nature. 

Benjamin Franklin, 'A Proposal for 
Promoting Useful Knowledge Among the 
British Plantations in America' (1743) 
With renewed hostilities between Britain and France during 
the War of Austrian Succession, America's republicans 
geared up for a rare opportunity to break the joint Anglo­
French containment of any efforts to develop the continental 
interior. In the guise of promoting Britain' s  interests in her 
colonies, Franklin 's call to arms led to the founding of the 
American Philosophical Association in 1744 , as a nation­
building scientific conspiracy in the tradition of Leibniz. 

Two of the association's  leadingfounders, James Alexan­
der and Robert Hunter Morris, were proteges of Robert 
Hunter, former colonial governor of New York (1710-19) 
and close friend of Jonathan Swift, Leibniz's major political 
ally in the English-speaking world. The sons of Alexander 
and Morris played major roles in America's  battle for inde­
pendence; and John Stevens, one of Alexander's  grandsons, 
became the most distinguished inventor of the young Ameri­
can republic . 

The first drudgery of settling new colonies, which confines 
the atttention of people to mere necessaries, are now pretty 
well over; and there are many in every province in circum­
stances that set them at ease, and afford leisure to cultivate 
the finer arts and improve the common stock of knowledge. 
To such of these who are men of speculation, many hints must 
from time to time arise, many observations occur, which 
if well examined, pursued, and improved, might produce 
discoveries to the advantage of some or all of the British 
plantations, or to the benefit of mankind in general. 

But as from the extent of the country such persons are 
widely separated, and seldom can see and converse or be 
acquainted with each other, so that many useful particulars 
remain uncommunicated, die with the discoverers, and are 
lost to mankind; it is, to remedy this inconvenience for the 
future, proposed, 

That one society be formed of virtuosi or ingenious men, 
residing in the several colonies, to be called The American 
Philosophical Society, who are to maintain a constant corre­
spondence. 

That Philadelphia, being the city nearest the centre of the 
continent colonies, comunicating with all of them northward 
and southward by post, and with all the islands by sea, and 
having the advantage of a good growing library, be the centre 
of the Society. . . . 

That these members meet once a month, or oftener, at 
their own expense, to communicate to each other their obser­
vations and experiments. . . . 

That the subjects of the correspondence be . . . new and 
useful improvements in any branch of mathematics; new 
discoveries in chemistry, such as improvements in distilla-
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tion, brewing, and assaying of ore&; new mechanical inven­
tions for saving labor, as mills and carriages, and for raising 
and conveying of water, draining of meadows, &c. , all new 
arts, trades, and manufactures, that may be proposed or 
thought of; surveys, maps and charts of particular parts of 
the seacoast or inland countries; course and junction of rivers 
and great roads, situation of lakes imd mountains, nature of 
the soil and productions; new methods of improving the breed 
of useful animals; introducing other sorts from foreign coun­
tries; new improvements in planting ; gardening, and clearing 
land; and all philosophical experiments that let light into the 
nature of things, tend to increase the power of man over 
matter, and multiply the pleasures and conveniences of life . .  

Nathaniel Ames, ' A  Thought Upon the 
Past, Present, and Future State of North 
America' (1757) 
The topical essay for Ames's  Almanack for the year 1 758, 
published in Massachusetts at the end of 1 757, when Brit­
ain' s forced involvement on the side of the American colonies 
during the French and Indian War put the issue of westward 
development irrevocably on the table. Ames offered an in­
spiring vision of America' s  future course . 

Our numbers will not avail until the Colonies are united. . . . 
If we do not join Heart and Hand in the common Cause 
against our exulting Foes, but fall to disputing among our­
selves, it may really happen as the Governour of Pennsylva­
nia told his Assembly, "We shall have no Priviledge to dis­
pute about, nor Country to dispute in. " 

. . . Here we find a vast Stock: of proper Materials for 
the Art and Ingenuity of Man to work upon . . . .  So Arts and 
Sciences will change the Face of Nature in the Tour from 
hence over the Appalachian Mountains to the Western Ocean 
. . .  -the Rocks will disclose their hidden Gems,-and the 
inestimable Treasures of Gold and Silver be broken up. Huge 
Mountains of Iron Ore are already discovered; and vast Stores 
are reserved for future Generations: This Metal more useful 
than Gold and Silver, will employ millions of hands , not only 
to form the martial Sword, and peaceful Share, alternately; 
but an Infinity of Utensils improved in the Exercise of Art, 
and Handicraft amongst Men. NatQre thro' all her Works has 
stamp'd Authority on this Law, namely, "That all fit Matter 
shall be improved to its best Purposes. "-Shall not then those 
vast Quarries, that teem with mechanic Stone,-those for 
Structure be piled into great Cities ,'--and those for Sculpture 
into Statues to perpetuate the honor of renowned Heroes; 
even those who shall now save theijr Country. 

OJ Ye unborn inhabitants of Aknerica ! Should this Page 
escape its destin' d  Conflagration: at the Year's End, and 
these Alphabetical Letters remain legible,-when your Eyes 
behold the Sun after he has rolled the Seasons roundfor two 
or three Centuries more, you will know that in Anno Domini 
1758 ,  we dream'd of your Times. 
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�TIillAmerican System 

Hemy Carey ripped Britain's 
'free-trade' looting system 

Henry C. Carey, largely written out of today's "revisionist" 
history books, is to be credited, perhaps more than any other 
single individual, with pursuing the policies which kept alive 
the American System. From the late 1840s until his death in 
1879, Carey organized in support of Alexander Hamilton's  
dirigist system of political economy. His leadership in that 
effort, especially as exercised through Abraham Lincoln's  
Treasury Department, enabled much of the nineteenth-century 
technological development of the United States to take place. 

Henry Carey ' s  background is rooted in republican hu­
manist traditions . His father, Mathew Carey, was an Irish 
republican revolutionary, strongly influenced by circles who 
were, in turn, influenced by Jonathan Swift. Mathew Carey 
was kicked out of Ireland for "defaming the British" when 
he resurrected Swift' s Modest Proposal for the Universal Use 
of Irish Manufactures. He then made his way to France, 
where he worked with Benjamin Franklin and General Lafa­
yette . Upon his arrival in the United States, Carey became 
an ardent supporter of Hamilton . 

The following are selections from Henry Carey' s  The 
Harmony of Interests: Agricultural, Manufacturing, and 
Commercial, first published in 1851 , and reprinted by Au­
gustus M.  Kelley, New York, 1 967. The subheads correspond 
to Carey ' s  own chapter titles. 

How protection tends to increase 
production and consumption 

A great error exists in the impression now very commonly 
entertained in regard to national division of labour, and which 
owes its origin to the English school of political economists, 
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whose system is throughout based upon the idea of making 
England "the workshop of the world," than which nothing 
could be less natural. By that� school it is taught that some 
nations are fitted for manufactures and others for the labours 
of agriculture, and that the latter are largely benefited by 
being compelled to employ themselves in the one pursuit, 
making all their exchanges at . a distance, thus contributing 
their share to the maintenance iOf the system of "ships, colo­
nies, and commerce." The whole basis of their system is 
conversion and exchange, and not production, yet neither 
makes any addition to the amount of things to be exchanged. 
It is the great boast of their system that the exchangers are so 
numerous and the producers so few, and the more rapid the 
increase in the proportion which the former bear to the latter, 
the more rapid is supposed to be the advance toward perfect 
prosperity. Converters and exdhangers, however, must live, 
and they must live out of the labour of others: and if three, 
five, or ten persons are to live on the product of one, it 
must follow that all will obtain but a small allowance of the 
necessaries or comforts of life; . . . 

Why is it that protection is 
required? 

The object of the colonial system was that of "raising up 
a nation of customers," a project "fit only," says Adam 
Smith, "for a nation of shopkeepers." He was, however, 
inclined to think, that even for them it was unfit, although 
"extremely fit for a nation whose government was influenced 
by shopkeepers." As early as the period immediately follow­
ing the Revolution of 1688 , we find the shopkeeping influ-
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ence exerted for the "discouragement" of the woolens manu­
facture of Ireland; and while the people of that unfortunate 
country were thus prevented from converting their own wool 
into cloth, they were by other laws prevented from making 
any exchanges with the fellow-subjects in other colonies , 
unless through the medium of English ports and English 
"shopkeepers. " 

Such being the case, it was little likely that any efforts at 
combination of exertion among distant colonists, for render­
ing labour more productive of the conveniences and comforts 
of life , should escape the jealous eyes of men whose shop­
keeping instincts had prompted them to the adoption of such 
measures in regard to nearer ones. The first attempt at manu­
facturing any species of cloth in the American provinces was 
followed by interference on the part of the British legislature. 
In 1 7 10 ,  the House of Commons declared, "that the erecting 
of manufactories in the colonies had a tendency to lessen 
their dependence upon Great Britain. " Soon afterwards com­
plaints were made to Parliament , that the colonists were set­
ting up manufactories for themselves, and the House of Com­
mons ordered the Board of Trade to report upon the subject , 
which was done at length. In 1732,  the exportation of hats 
from province to province was prohibited, and the number 
of apprentices to be taken by hatters was limited. In 1 750, 
the erection of any mill or other engine for splitting or rolling 
iron was prohibited; but pig-iron was allowed to be imported 
into England duty-free , that it might then be manfactured and 
sent back again. At a later period, Lord Chatham declared, 
that he would not allow the colonists to make even a hob­
nail for themselves . . . .  

We see thus, that the whole legislation of Great Britain, 
on this subject, has been directed to the one great object of 
preventing the people of her colonies , and those of indepen­
dent nations, from obtaining the machinery necessary to en­
able them to combine their exertions for the purpose of ob­
taining cloth or iron, and thus compelling them to bring to 
her their raw materials, that she might convert them into the 
forms that fitted them for consumption, and then return to 
the producers a portion of them, burdened with great cost for 
transportation, and heavy charges for the work of conversion. 
We see , too, that notwithstanding the revocation of a part of 
the system, it is still discretionary with the Board of Trade, 
whether or not they will permit the export of machinery of 
any description . . . .  

The whole system [of British free trade] has for its object 
an increase in the number of persons that are to intervene 
between the producer and the consumer-living on the prod­
uct of the land and labour of others, diminishing the power 
of the first, and increasing the number of the last; and thus it 
is that Ireland is compelled to waste more labour annually 
than would be required to produce , thrice over , all the iron, 
and convert into cloth all the cotton and wool manufactured 
in England. The poverty of producers exists nearly in the 
ratio in which they are compelled to make their exchanges in 
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the market of Great Britain . . . .  
The manufacturers of India have been ruined, and that 

great country is gradually and certainly deteriorating and 
becoming depopulated, to the surprise of those people of 
England who are familiar with its vast advantages , and who 
do not understand the destructive : character of their own 
system. 

The impoverishing effects of th<1 system were early obvi­
ous, and to the endeavour to accouqt for the increasing diffi­
culty of obtaining food where the whole action of the laws 
tended to increase the number of c�nsumers of food and to 
diminish the number of producers ,  Was due the invention of 
the Malthusian theory of populationi, now half a century old. 
That was followed by the Ricardo doctrine of Rent , which 
accounted for the scarcity of food by asserting, as a fact , that 
men always commenced the work of cultivation on rich soils, 
and that as population increased they were obliged to resort 
to poorer ones, yielding a constantlly diminishing return to 
labour , and producing a constant necessity for separating 
from each other , if they would obtain a sufficiency of food. 
Upon this theory is based the whole English politico-econom­
ical system. Population is first supposed to be superabundant, 
when in scarcely any part of the earth could the labour of the 
same number of persons that now �onstitute the population 
of England obtain even one-half the same return. Next, it is 
supposed that men who fly from England go always to the 
cultivation of rich soils, and therefore everything is done to 
expel population. Lastly, it is held tbat their true policy when 
abroad is to devote all their labour to the cultivation of those 
rich soils, sending the produce to :England that it may be 
converted into cloth and iron, and tbey are cautioned against 
any interference with perfect freedom of trade as "a war upon 
labour and capital. " 

Colonization is urged on all hands, and all unite in the 
effort to force emigration in the dir¢ction needed to raise up 
"colonies of customers. " It is impOssible to read any work 
on the subject without being struck by the prevalence of this 
"shopkeeping" idea. It is seen everywhere. Hungary was 
to be supported in her efforts for the establishment of her 
independence , because she was wiilling to have free trade, 
and thus make a market for British manufactures. The ten­
dency of the Ricardo-Malthusian system to produce intensity 
of selfishness was never more strikingly manifested than on 
that occasion. 

We thus have here, first , a system that is unsound and 
unnatural , and second, a theory invented for the purpose of 
accounting for the poverty and wretchedness which are its 
necessary results. The miseries of Ireland are charged to 
over-population, although millions of acres of the richest 
soils of the kingdom are waiting drainage to take their place 
among the most productive in the 1W0rld, and although the 
Irish are compelled to waste more l labour than would pay, 
many times over , for all the cloth land iron they consume. 
The wretchedness of Scotland is charged to over-population 
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when a large portion of the land is so tied up by entails as 
to forbid improvement, and almost forbid cultivation. The 
difficulty of obtaining food in England is ascribed to over­
population, when throughout the kingdom a large portion of 
the land is occupied as pleasure grounds, by men whose 
fortunes are due to the system which has ruined Ireland and 
India. Over-population is the ready excuse for all the evils 
of a vicious system, and so will it continue to be until that 
system shall see its end . . . .  

How protection affects commerce 

Men are everywhere flying from British commerce, 
which everywhere pursues them. Having exhausted the peo­
ple of the lower lands of India, it follows them as they retreat 
toward the fastnesses of the Himalaya. Afghanistan is at­
tempted, while Scinde [Sindh] and the Punjab are subju­
gated. Siamese provinces are added to the empire of free 
trade, and war and desolation are carried into China, in order 
that the Chinese may be compelled to pay for the use of ships, 
instead of making looms. The Irishman flies to Canada; but 
there the system follows him, and he feels himself insecure 
until within this Union. The Englishman and the Scotsman 
try Southern Africa, and thence they fly to the more distant 
New Holland, Van Dieman's Land, or New Zealand. The 
farther they fly, the more they must use ships and other 
perishable machinery, the less steadily can their efforts be 
applied, the less must be the power of production, and the 
fewer must be the equivalents to be exchanged, and yet in 
the growth of ships, caused by such circumstances, we are 
told to look for evidence of prosperous commerce! 

The British system is built upon cheap labour, by which 
is meant low priced and worthless labor. Its effect is to cause 
it to become from day to day more low priced and worthless, 
and thus to destroy production upon which commerce must 
be based. The object of protection is to produce dear labour, 
that is, high-priced and valuable labour, and its effect is to 
cause it to increase in value from day to day, and to increase 
the equivalents to be exchanged, to the great increase of 
commerce . . . .  

How protection affects the farmer 

. . . Let us look now to what would be the effects of the 
adoption of perfect freedom of trade, as urged upon the world 
by England. It could not fail to be that of riveting upon the 
world the existing monopoly of machinery for the conversion 
of the products of the farm and the plantation into cloth and 
iron, closing the factories and furnaces of Russia, Germany, 
and the United States, and compelling the people who work 
in them to seek other modes of employment, and the only 
recourse would be to endeavour to raise food. There would 
then be more food to sell; but who would buy it? 
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The producers of the world have been, and they are now 
being, sacrificed to the exchangers of the world; and therefore 
it is that agriculture makes so little progress, and that the 
cultivators of the earth, producers of all that we consume, 
are so universally poor, and so generally uninstructed as to 
their true interests. . . . 

The object of protection is that of diminishing the dis­
tance and the waste between the producer and the consumer; 
thereby enabling the producer to grow rich, and to become a 
large consumer of cloth and iron. 

There is a perpetual complaiJnt of over-production, and it 
is a matter of rejoicing when, by reason of short seasons, or 
any other occurrence, the croll' is diminished 200,000 or 
300,000 bales, the balance producing more in the market of 
the world than could otherwise have been obtained for the 
whole. No better evidence need be desired that there exists 
some error in the distribution. 

Over-production cannot exist, but under-consumption 
may and does exist. The more that is produced, the more 
there is to be consumed; and as ! every man is a consumer in 
the exact ratio of his production, the more he can produce 
the better will it be for himself and his neighbour, unless 
there exist some disturbing cause, preventing the various 
persons desiring to consume from producing what is needed 
for them to effect their exchanges with the planter, to the 
extent that is necessary to their comfort. 

How protection affects the 
landowner 

In Europe . . . population is held to be superabundant . 
Marriage is regarded as a luxury, not to be indulged in, lest 
it should result in increase of numbers. "Every one," it is 
said, "has a right to live," but this being granted, it is added 
that "no one has a right to bring creatures into life to be 
supported by other people. " P()or laws are denounced, as 
tending to promote increase of population . . . .  Labour is 
held to be a mere "commodity /' and if the labourer cannot 
sell it, he has no "right" but to starve-himself, his wife, and 
his children. . . .  Such are the doctrines of the free-trade 
school of England, in which Political Economy is held to be 
limited to an examination of the laws which regulate the 
production of wealth, without reference to either morals or 
intellect. Under such teaching it is a matter of small surprise 
that pauperism and crime increase at a rate so rapid. 

Every colony of England would gladly separate from 
her, feeling that connection with her is synonymous with 
deterioration of condition. Every one would gladly unite its 
fortunes with those of our Union, feeling that connection 
with us is synonymous with improvement. The reason for all 
this is, that the English system is based upon cheap labour, 
and tends to depress the many for the benefit of the few. In 
our system, it is the many who govern; and experience having 
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taught them that prosperity and free trade are inconsistent 
with each other, we have "free trade" tariffs with protective 
duties of thirty percent, and likely to be increased. The colo­
nies are ruined by free trade, and they desire annexation, that 
1;hey may have protection. 

How protection affects the 
labourer 

In England, the power to obtain food, clothing, or iron, 
for labour, is small, and it tends to diminish with . . .  every 
diminution in the proportion that applies itself to production, 
because with each such step there is a necessity for greater 
exertion to underwork and supplant the Hindoo, whose annu­
al wages even now are but six dollars, out of which he finds 
himself in food and clothing. With every step downwards, 
labour is more and more becoming surplus, as is seen from 
the growing anxiety to expel population, at almost every 
present sacrifice. . . . 

Here lies the error of communism and socialism . They 
seek to compel union, and to force men to exchange with 
each other, the necessary effect of which is to sink the whole 
body to the level of those who are at the bottom. 

So too, is it with nations. The industrious community 
that raises food and is dependent on the idle one that makes 
iron must give much of the one for little of the other. The 
peaceful community that raises cotton and is dependent on 
the warlike one that raises silk, must give much cotton for 
little silk. Dependence on others for articles of necessity thus 
makes a community of goods, and the sober and industrious 
must help to support the idle and the dissolute-nations as 
well as individuals . . . .  

The policy of England has tended to produce communism 
among nations. She has rendered herself dependent upon 
other communities for supplies of the articles of prime neces­
sity, obtaining her rice from the wretched Hindoo, her com 
from the Russian serf, and her wool from the Australian 
convict, neglecting her own rich soils that wait but the appli­
cation of labour to become productive. 

The necessary consequence of this is a tendency down­
wards in the condition of her people, and as it is with those 
of England that those of this country are invited to compete, 
it may not be amiss to show what is the condition to which 
they are now reduced by competition with the low-priced 
labour of Russia and of India. 

How protection affects morals 

The whole tendency of the [free-trade] system is to the 
production of a gambling spirit. In England, it makes railroad 
kings, ending in railroad bankrupts, like Henry Hudson. If we 
could trace the effect of the great speCUlation of which this 
man was the father, we should find thousands and tens of thou­
sands of husbands and wives, parents and children, utterly 
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beggared to build up the fortunes of the few, and thus increase 
the inequality of social condition which lies at the root of all 
evil. If we examine it here, we see iIt . . .  sending thousands 
of boys and girls to our cities-the : former to become shop­
men, and the latter prostitutes, while hundreds of thousands 
are at the same time making their way to the West. . . . With 
every step of our progress in that direction, social inequality 
tends to increase. The skilful speculator realizes a fortune by 
the same operation that ruins hundreds around him, and adds 
to his fortune by buying their property under the hammer of 
the sheriff. The wealthy manufacturer is unmoved by revul­
sions in the British market which sweep away his competitors, 
and, when the storm blows over, he is enabled to double, 
treble, or quadruple, his already overgrown fortune . . . .  The 
system tends to make the rich richer and the poor poorer. The 
coal miner of present year works for half wages, but the coal 
speculator obtains double profits, and thus is it ever-the pro­
ducer is sacrificed to the exchanger . . . . 

The whole system of trade, as � present conducted, and 
as it must continue to be conducted if the colonial system be 
permitted longer to exist, is one of mere gambling, and of 
all qualities, that which most distinguishes the gambler is 
ignorant selfishness. He ruins his friends and wastes his win­
nings on a running-horse, or on a prostitute. 

In England, a large portion of the people can neither read 
nor write, and there is scarcely an effort to give them education. 
The colonial system looks to low wages, necessarily followed 
by an inability to devote time to intellectual improvement. 
Protection looks to high wages that enable the labourer to im­
prove his mind, and educate his children. The English child, 
transferred to this country, becomes an educated and responsi­
ble being. If he remain at home, he remains in brutish igno­
rance. To increase the productiveness of labour, education is 
necessary. Protection tends to the diffusion of education, and 
the elevation of the condition of the laborer. . . . 

If we desire to raise the inteUectual standard of man 
throughout the world, our object can be accomplished only 
by raising the value of man . . . throughout the world. Every 
man brought here is raised, and every man so brought tends 
to diminish the supposed surplus of men elsewhere. Men 
come when the reward of labour is high, as they did between 
1 844 and 1 848 . They return disappointed when the reward 
of labour is small, as is now the case. Protection tends to 
increase the reward of labour, and to improve the intellectual 
condition of man. : 

Conclusion 

Much is said on "the mission'r of the people of these 
United States, and most of it is said by persons who appear 
to limit themselves to the consideration of the powers of the 
nation, and rarely to think of its duties . By such men the 
grandeur of the national position is held to be greatly in­
creased by having expended sixty or eighty millions upon a 
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war with a weak neighbour. . . . 
The English doctrine of "ships , colonies, and commerce" 

is thus reproduced on this side of the Atlantic , and its adop­
tion by the nation will be followed by effects similar to those 
which hav� been already described as existing in England . 
There , for a time, it gave the power to tax the world for the 
maintenance of fleets and armies , as had before been done 
by Athens and by Rome, and there it is now producing the 
same results that have elsewhere resulted from the same sys­
tem: poverty, depopulation,  exhaustion, and weakness . 

Th substitute true Christianityjor the 
detestable system known as the 
Malthusian, it is needed that we 
prove to the world that it is population 
that makes thejood comejrom the 
rtch soils, and thatjood tends to 
increase more rapidly than 
population, vindicating the policy Q[ 
God to man. 

Two systems are before the world; the one looks to in­
creasing the proportion of persons and of capital engaged in 
trade and transportation, and therefore to diminishing the 
proportion engaged in producing commodities with which to 
trade , with necessarily diminished return to the lAbour of all ;  
while the other looks to increasing the proportion engaged in 
the work of production , and diminishing that engaged in 
trade and transportation , with increased return to all , giving 
the labourer good wages , and to the owner of capital good 
profits . One looks to increasing the quantity of raw materials 
to be exported , and diminishing the inducements to imports 
of men, thus impoverishing both farmer and planter by 
throwing on them the burden of freight; while the other looks 
to increasing the import of men, and diminishing the export 
of raw materials,  thereby enriching both planter and farmer 
by relieving them from payment of freight . One looks to 
giving the products of millions of acres of land and of the 
labour of millions of men for the services of hundreds of 
thousands of distant men; the other to bringing the distant 
men to consume on the land the products of the land, ex­
changing day's  labour for day's  labour. One looks to compel­
ling the farmers and planters of the Union to continue their 
contributions for the support of the fleets and the armies , the 
paupers , the nobles , and the sovereigns of Europe; the other 
to enabling ourselves to apply the same means to the moral 
and intellectual improvement of the sovereigns of America. 
One looks to the continuance of that bastard freedom of trade 
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which denies the principle of protection , yet doles it out as 
revenue duties; the other by extending the area of legitimate 
free trade by the establishment of perfect protection, fol­
lowed by the annexation of individuals and communities , 
and ultimately by the abolition of customs-houses . One looks 
to exporting men to occupy desert tracts , the sovereignty of 
which is obtained by aid of diplomacy or war; the other to 
increasing the value of an immense extent of vacant land by 
importing men by millions for their occupation . One looks 
to the centralization of wealth and power in a great commer­
cial city that shall rival the great cities of modem times , 
which have been and are being supported by aid of contribu­
tions which have exhausted every nation subjected to them; 
the other to concentration, by aid of which a market shall be 
made upon the land for the products of the land, and the 
farmer and planter be enriched. One looks to increasing the 
necessity of commerce; the other to increasing the power to 
maintain it . One looks to underworking the Hindoo, and 
sinking the rest of the world to his level ; the other to raising 
the standard of man throughout the world to our level . One 
looks to pauperism, ignorance , depopulation , and barbarism; 
the other to increasing wealth , comfort , intelligence , combi­
nation of action , and civilization. One looks towards univer­
sal war; the other towards univerSal peace . One is the English 
system; the other we may be proud to call the American 
system, for it is the only one ever devised the tendency of 
which was that of elevating while equalizing the condition 
of man throughout the world. 

Such is the true mission of the people of these United States . 
To them has been granted a priv�ege never before granted to 
man, that of the exercise of the rigliJ.t of perfect self-government; 
but, as rights and duties are inseparable, with the grant of the 
former came the obligation to perform the latter. Happily their 
performance is pleasant and profitable, and involves no sacri­
fice. To raise the value of labour throughout the world, we need 
only to raise the value of our own. To raise the value of land 
throughout the world, it is neededonly that we adopt measures 
that shall raise the value of our own. To diffuse intelligence and 
to promote the cause of morality 1ihroughout the world, we are 
required only to pursue the course that shall diffuse education 
throughout our own land, and sball enable every man more 
readily to acquire property, and with it respect for the rights of 
property. To improve the political condition of man throughout 
the world, it is needed that we ourselves should remain at peace, 
avoid taxation for the maintenan(:e of fleets and armies , and 
become rich and prosperous. To liaise the condition of women 
throughout the world, it is requir¢ of us only that we pursue 
that course that enables men to remain at home and marry , that 
they may surround themselves with happy children and grand­
children. To substitute true Christianity for the detestable sys­
tem known as the Malthusian, it is needed that we prove to the 
world that it is population that makes the food come from the 
rich soils, and that food tends to increase more rapidly than 
population, vindicating the policy of God to man. . . . 
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Discoveries and inventions 
Abraham Lincoln'sJavorite speech qfthe 1 860 presidential campdign, setsJorth 
the basic philosophical principles qfthe American System qf polititral economy. 

Abraham Lincoln once described this speech as his favorite 
stump speech of the 1860 presidential campaign . Lincoln 
uses the Bible to demonstrate that by use of inventions and 
discoveries, man has made successive advancements in his 
culture. More importantly, he locates the fundamental dis­
tinction between man and beast in man's continuing ability 
to change his mode of labor through such discoveries and 
inventions . We reprint it From The Civil War and the Ameri­
can System, America's Battle with Britain, 1 860- 1 876, by 
Allen Salisbury, Campaigner Publications, New York, 1 978 . 
The book is now out of print; this particular speech has been 
omitted from all widely available collections of Lincoln's 
works. 

All creation is a mine, and every man a miner. 
The whole earth, and all within it, upon it, and round 

about it, including himself, in his physical, moral, and intel­
lectual nature, and his susceptibilities, are the infinitely vari­
ous "leads" from which, man, from the first, was to dig out 
his destiny. 

In the beginning, the mine was unopened, and the miner 
stood naked, and knowledgeless, upon it. 

Fishes, birds, beasts, and creeping things, are not miners, 
but feeders and lodgers merely. Beavers build houses; but 
they build them in nowise differently, or better now, than 
they did, five thousand years ago. Ants and honey bees pro­
vide food for winter; but just in the same way they did, 
when Solomon referred the sluggard to them as patterns of 
prudence. 

Man is not the only animal who labors; but he is the only 
one who improves his workmanship. This improvement he 
effects by Discoveries and Inventions. His first important 
discovery was the fact that he was naked; and his first 
invention was the fig-leaf apron. This simple article, the 
apron, made of leaves, seems to have been the origin of 
clothing-the one thing for which nearly half of the toil and 
care of the human race has ever since been expended. The 
most important improvement he ever made in connection 
with clothing, was the invention of spinning and weaving . 
The spinning jenny, and power loom, invented in modem 
times, though great improvements, do not, as inventions, 
rank with the ancient arts of spinning and weaving. Spinning 
and weaving brought into the department of clothing such 
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abundance and variety of material. Wool, the hair of several 
species of animals, hemp, flax, c6tton, silk, and perhaps 
other articles, were all suited to it, affording garments not 
only adapted to wet and dry, heat and cold, but also suscepti­
ble of high degrees of ornamental finish. Exactly when, or 
where, spinning and weaving origi;nated is not known. At 
the first interview of the Almighty with Adam and Eve, after 
the fall, He made "coats of skins, and clothed them" (Genesis 
iii: 2 1 ). 

The Bible makes no other allusion to clothing, before the 
flood. Soon after the deluge Noah's two sons covered him 
with a garment; but of what material the garment was made 
is not mentioned (Genesis ix: 23). 

Abraham mentions "thread" in such connection as to 
indicate that spinning and weaving were in use in his day 
(Genesis xiv: 23) , and soon after� reference to the art is 
frequently made. "Linen breeches" are mentioned (Exodus 
xxxviii: 42), and it is said "all the I women that were wise­
hearted did spin with their hands" �Exodus xxxv: 25) ,  and, 
"all the women whose heart stirred them up in wisdom spun 
goats' hair" (Exodus xxxv: 26). The work of the "weaver" is 
mentioned (Exodus xxxv: 35). In the book of Job, a very 
old book, date not exactly known, the "weaver' s shuttle" is 
mentioned. 

The above mention of "thread" by Abraham is the oldest 
recorded allusion to spinning and weaving; and it was made 
about two thousand years after the creation of man, and now, 
near four thousand years ago. Profane authors think these 
arts originated in Egypt; and this is not contradicted, or made 
improbable, by anything in the Bible; for the allusion of 
Abraham, mentioned, was not made until after he had so­
journed in Egypt. 

The discovery of the properties of iron, and the making 
of iron tools, must have been among the earliest of important 
discoveries and inventions. We can scarcely conceive the 
possibility of making much of anything else, without the use 
of iron tools. Indeed, an iron hammer must have been very 
much needed to make the first irOla hammer with. A stone 
probably served as a substitute. How could the "gopher 
wood" for the Ark have been gotten!without an axe? It seems 
to me an axe, or a miracle, was indispensable. Corresponding 
with the prime necessity for iron, we find at least one very 
early notice of it. Tubal-Cain was "an instructor of every 
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artificer in brass and iron" (Genesis iv: 22) . Tubal-Cain was 
the seventh in descent from Adam; and his birth was about 
one thousand years before the flood. After the flood, frequent 
mention is made of iron, and instruments made of iron. Thus 
"instrument of iron" at Numbers xxxv: 1 6; "bedstead of iron" 
at Deuteronomy iii: 1 1 ;  "the iron furnace" at Deuteronomy 
iv: 20, and "iron tool" at Deuteronomy xxvii: 5. At Deuter­
onomy xix: 5, a very distinct mention of "the ax to cut down 
the tree" is made; and also at Deuteronomy· viii: 9, the prom­
ised land is described as "a land whose stones are iron, and 
out of whose hills thou mayest dig brass." From the some­
what frequent mention of brass in connection with iron, it 
is not improbable that brass-perhaps what we now call 
copper-was used by the ancients for some of the same 
purposes as iron. 

Transportation-the removal of persons and goods from 
place to place-would be an early object, if not a necessity, 
with man. By his natural powers of locomotion, and without 
much assistance from discovery and invention, he could 
move himself about with considerable facility; and even, 
could carry small burthens with him. But very soon he would 
wish to lessen the labor, while he might, at the same time, 
extend, and expedite the business. For this object, wheel­
carriages, and water-crafts-wagons and boats-are the 
most important inventions. The use of the wheel and axle has 
been so long known, that it is difficult, without reflection, to 
estimate it at its true value. The oldest recorded allusion to 
the wheel and axle is the mention of a "chariot" (Genesis xli: 
43). This was in Egypt, upOn the occasion of Joseph being 
made governor by Pharaoh. It was about twenty-five hundred 
years after the creation of Adam. That the chariot then men­
tioned was a wheel-carriage drawn by animals is sufficiently 
evidenced by the mention of chariot wheels (Exoous xiv: 25), 
and the mention of chariots in connection with horses in the 
same chapter, verses 9 and 23. So much, at present, for land 
transportation. 

Now, as to transportation by water, I have concluded, 
without sufficient authority perhaps, to use the term "boat" 
as a general name for all water-craft. The boat is indispens­
able to navigation. It is not probable that the philosophical 
principle upon which the use of the boat primarily depends­
to wit, the principle, that anything will float, which cannot 
sink without displacing more than its own weight of water­
was known, or even thought of, before the first boats were 
made. The sight of a crow standing on a piece of drift-wood 
floating down the swollen current of a creek or river, might 
well enough suggest the specific idea to a savage, that he 
could himself get upon a log, or on two logs tied together, 
and somehow work his way to the opposite shore of the same 
stream. Such a suggestion, so taken, would be the birth of 
navigation; and such, not improbable, it really was . The 
leading idea was thus caught; and whatever came afterwards, 
were but improvements upon, and auxiliaries to, it. 

As man is a land animal, it might be expected he would 
learn to travel by land somewhat earlier than he would by 
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water. Still the crossing of streams, somewhat too deep for 
wading, would be an early necessity with him. If we pass by 
the Ark, which may be regarded as belonging rather to the 
miraculous than to human invention, the first notice we have 
of water-craft is the mention of "ships" by Jacob (Genesis 
xlix: 1 3). It is not till we reac� the book of Isaiah that we 
meet with the mention of "oars" and "sails." 

As man' sfood-his first necessity was to be derived from 
the vegetation of the earth, it was natural that his first care 
should be directed to the assist�ce of that vegetation. And 
accordingly we find that, even before the fall, the man was 
put into the garden of Eden "to dress it, and to keep it." And 
when afterwards, in consequen¢e of the first transgression, 
labor was imposed on the race" as a penalty-a curse-we 
find the first born man-the fiI'$t heir of the curse-was "a 
tiller of the ground." This was ¢Ie beginning of agriculture; 
and although, both in point of lime, and of importance, it 
stands at the head of all branch�s of human industry, it has 
derived less direct advantage fr()JIl Discovery and Invention, 
than almost any other. The ploW, of very early origin; and 
reaping, and threshing, machines, or modem invention are, 
at this day, the principal improvements in agriculture. And 
even the oldest of these, the plow, could not have been con­
ceived of, until a precedent cqnceptioJ} had been caught, 
and put into practice-I mean the conception, or idea, of 
substituting other forces in nature, for man's own muscular 
power. These other forces, as n<)w used, are principally, the 
strength of animals, and the pot,ver of the wind, of running 
streams, and of steam. 

Climbing upon the back of an animal, and making it carry 
us, might not occur very readily. ,I think the back of the camel 
would never have suggested it. It was, however, a matter of 
vast importance. The earliest instance of it mentioned, is 
when "Abraham rose up early ip the morning, and saddled 
his ass" (Genesis xxii: 3), preparatory to sacrificing Isaac as 
a burnt-offering; but the allusioq to the saddle indicates that 
riding had been in use some ti�e; for it is quite probable 
they rode bare-backed awhile, at least, before they invented 
saddles. 

The idea, being once conceived, of riding one species of 
animals, would soon be extended to others. Accordingly we 
find that when the servant of Abraham went in search of a 
wife for Isaac, he took ten camels with him; and, on his 
return trip, "Rebekah arose, and her damsels, and they rode 
upon the camels, and followed �e man" (Genesis xxiv: 61 ) .  

The horse, too, a s  a riding ,"imal, is mentioned early. 
The Red Sea being safely passe", Moses and the children of 
Israel said to the Lord "the horse and his rider hath he thrown 
into the sea" (Exodus xv: I). 

Seeing that animals could �ar man upon their backs, it 
would soon occur that they could also bear other burthens. 
Accordingly we find that Joseph's brethren, on their first 
visit to Egypt, "laded their asses!with the com, and departed 
thence" (Genesis xlii: 26). 

Also it would occur that aniQ1als could be made to draw 
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James Rumsey ' s  steamboat and pipe boiler. 

Early American railroad trains. The 
Charleston locomotive, below, was 
manufactured at the West Point Foundry, 
Cold Spring, New York, set up by Joseph 
Gardiner Swift, theftrst graduate of West 
Point . It produced pipes for the Erie 
Canal, locomotives, and cannon. John Stevens' s  locomotive . 

burthens after them , as well as to bear them upon their backs; 
and hence plows and chariots came into use early enough to 
be often mentioned in the books of Moses (Deuteronomy 
xxii: 10 ;  Genesis xli: 43; xlvi: 29; Exodus xiv: 25) .  

Of all the forces of nature , I should think the wind con­
tains the largest amount of motive power-that is, power to 
move things. Take any given space of the earth's  surface­
for instance, Illinois; and all the power exerted by all the 
men, and beasts, and running-water , and steam, over and 
upon it , shall not equal the one hundredth part of what is 
exerted by the blowing of the wind over and upon the same 
space . And yet it has not , so far in the world's history , 
become proportionably valuable as a motive power. It is 
applied extensively, and advantageously, to sail-vessels in 
navigation. Add to this a few wind-mills, and pumps, and 
you have about all. That, as yet , no very successful mode of 
controlling, and directing the wind, has been discovered; 
and that, naturally , it moves by fits and starts-now so gently 
as to scarcely stir a leaf , and now so roughly as to level a 
forest---doubtless have been the insurmountable difficulties. 
As yet , the wind is an untamed, and unharnessed force; and 
quite possibly one of the greatest discoveries hereafter to be 
made, will be the taming, and harnessing of it. That the 
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difficulties of controlling this powel1 are very great is quite 
evident by the fact that they have already been perceived, 
and struggled with more than three thousand years; for that 
power was applied to sail-vessels, at least as early as the time 
of the prophet Isaiah. 

In speaking of running streams as a motive power, I 
mean its application to mills and otheli machinery by means of 
the "water wheef'-a thing now well known, and extensively 
used; but , of which, no mention is made in the Bible, though 
it is thought to have been in use among the romans. (Am. 
Ency. -MiII), the language of the Saviour "Two women shall 
be grinding at the mill , etc." indicates that , even in the popu­
lous city of Jerusalem , at that day, mills were o�rated by 
hand-having, as yet had no other than human power applied 
to them. 

The advantageous use of Steam-power is , unquestion­
ably, a modern discovery. And yet , Js much as two thousand 
years ago the power of steam was not only observed, but an 
ingenious toy was actually made ana put in motion by it , at 
Alexandria in Egypt. What appearsi strange is, that neither 
the inventor of the toy, nor any one else , for so long a time 
afterwards , should perceive that steam would move useful 
machinery as well as a toy. I 
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A project to develop 
U.S. infrastructure 
by Pamela Lowry 

The following are documents on the project to develop Ameri­
can infrastructure from the Revolution to the Civil War. 

George Washington's letter to the Chevalier de 
Chastellux (1783) 
In 1 783 , as George Washington waitedfor news of the sign­
ing of the Treaty of Paris, he left his military headquarters 
at Newburgh, New York to embark on a survey of the possible 
route of a canal which would connect the Hudson with Lake 
Erie . Determined to link the coastal settlements with the 
interior beyond the mountains, Washington had, ten years 
earlier, already lobbied the Virginia andMarylandAssembl­
ies to establish the Potomac Canal Company, which was to 
make the Potomac River navigable as far west as possible, 
to link it with the Ohio and Mississippi River systems. Now, 
with American independence established, General Washing­
ton envisioned a a system of national waterways which would 
link the Great Lakes to the Ohio and Mississippi and to the 
rivers which flowed into the Atlantic . 

I have lately made a tour through the Lakes George and 
Champlain, as far as Crown Point. Then returning to Sche­
nectady, I proceeded up the Mohawk River to Fort Schuyler, 
and crossed over to the Wood Creek, which empties into the 
Oneida Lake, and affords the water communication with 
Ontario. I then traversed the country to the head of the eastern 
branch of the Susquehanna, and viewed the Lake Otsego, 
and the portage between that Lake and the Mohawk River at 
Canajoharie. Prompted by these observations, I could not 
help taking a more contemplative and extensive view of the 
vast inland navigation of these United States, from maps and 
the information of others; and could not but be struck with 
the immense diffusion and importance of it, and with the 
goodness of that Providence, which has dealt her favors to 
us with so profuse a hand. Would to God we may have 
wisdom enough to improve them. 

George Washington's letter to the Marquis de 
Lafayette (1785) 
Echoing John Winthrop's reasons for the Puritan coloniza­
tion of New England, Washington sets out the motivationfor 
the settlement of the American Midwest. 

I wish to see the young people of this world at peace, all 
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busy and happy in fulfiling the first and great commandment: 
Increase and multiply. As aD encouragement, we have 
opened the fertile plains of Ohio to the poor, the unfortunate, 
the oppressed of the earth. AU those who are overladen, 
broken down, seeking a soil to cultivate , may come and find 
the promised land flowing with milk and honey. 

James Rumsey's letter to George Washington 
on the future of the steamboat (1785) 
Sponsored by both George Washington and Benjamin Frank­
lin, millwright James Rumsey worked on perfecting the 
steamboat while superintending the building of the Potomac 
Canal locks around Great Falls. The canal project was the 
most advanced engineering feat yet tried in America, and 
caused an excitement comparable to that when the Panama 
Canal was dug more than a century later. Before his two 
successful steamboat trials on the Potomac in 1 787, Rumsey 
corresponded extensively with : Washington on the uses to 
which the invention could be put. 

I have taken the greatest pains to perfect another kind of Boat 
upon the principles I was mentibning to you at Richmond. I 
have the pleasure to Inform you that I �ave Brought it to the 
greatest perfection . . . .  The power is immense and I am 
Quite convinced that Boats of passage may be made to go 
against the current of the Mississippi or Ohio River, or in the 
gulf Stream from the Leeward to the Windward Island, from 
Sixty to one hundred miles per Day. 

Joel Barlow's 'Vision of Columbus' (1787) 
Joel Barlow, future American minister to France. who would 
sponsor the work of Robert Fulton, published,his poem "The 
Vision of Columbus" in 1 787. In this work, Columbus is 
portrayed as languishing in a Spanish prison, doubting 
whether his discovery of America has brought any benefit to 
future ages . An angel appears tf} show him the future. which 
includes the following lines: 

He saw, as widely spreads the unchannell ' d plain 
Where inland realms for ages bloom'd in vain, 
Canals, long winding, ope a watery flight . . .  
Meet the far lakes, the beauteous towns that lave, 
And Hudson joined to broad Ohio's wave. 

First automobile patent to Oliver Evans (1787) 
Oliver Evans, a Delaware wheelwright, invented and built a 
fully automated flour mill in 1785, the world's first fully 
automated factory. George Washington became one of the 
system's licensees in 1 791 , installing it at his Dogue Creek 
Mill at Mount Vernon. Evans went on to work on the automo­
bile, railroad, gas lighting, artificial refrigeration, and the 
high-pressure steam engine . 

The State of Maryland grants a patent for Mr. Oliver Evans' 
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Early reaper. 

Oliver Evans' sfully automatedjiour mill . 

new Plan of applying Steam to Propelling land Carriages to 
travel with heavie Burdens Up and Down Hills without the 
aid of Animal fource with such Velocity as may be Con­
venient , and be guided by a person sitting therein Secure 
from the Inclemency of the weather. 

Oliver Evans on the future of railroads (1813) 
"Prophecy by the Poet" : 

The time will come when people will travel in stages 
moved by steam engines , from one city to another, almost 
as fast as birds fly , fifteen or twenty miles in an hour. 

Passing through the air with such velocity , changing the 
scene in such rapid succession , will be a most exhilarating , 
delightful exercise. 

A carriage will set out from Washington in the morning , 
the passengers will breakfast at Baltimore , dine at Philadel­
phia, and sup at New York , the same day. 

To accomplish this ,  two sets of railways will be laid so 
nearly level as not in any place to deviate more than two 
degrees from a horizontal line , made of wood or iron or paths 
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Construction of the Erie Canal. 

The first American automobile (1804 invented by Oliver Evans . 
1t was also used as a steam dredge . 

of broken stone qr gravel ,  with a �ai l  to guide the carriage , 
so that they may pass each other ih different directions and 
travel by night as well as by dayj and the passengers will 
sleep in these stages as comfortablY as they now do in stage 
boats. . . . , 

And it shall come to pass ,  that the memory of those sordid 
and wicked wretches who opposed such improvements, will 
be execrated , by every good man , as they ought to be now. 

Oliver Evans on the econolic benefits of 
technological progress (18 1,4) 
Evans published a pamphlet for the u . s .  Congress, urging 
it to pass legislation which would] extend the term of years 
allowed for pa'tents on inventionsl thus allowing inventors 
the time to bring their inventions into actual production . 

The writer, however, begs leave 0 declare that he believes 
that as early in 1 786,  he himself �ad conceived and discov­
ered useful improvements , which , if they had been promptly 
and extensively put into operatio , and the savings or gains 
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by the use of them collected into the public treasury, it would 
have been sufficient to have discharged the public debt, de­
frayed the expense of government, and freed the people of 
the United States from taxes. 

The report of the U.S.  Senate Committee on 
Roads and Canals (1816) 
The catastrophic results of the War of 1812 demonstrated the . 
folly of the laissez faire attitude demonstrated by Presidents 
Jefferson and Madison. The American System faction within 
Congress therefore presented their argument for a dirigist 
development of infrastructure, a policy which was not to 
reach complete fruition until the inauguration of John Quincy 
Adams in 1825 . 

That a view of the extent of territory, the number and magni­
tude of navigable lakes, rivers, and bays; the variety of cli­
mate, and consequent diversity of productions embraced by 
the United states, cannot fail to impose the conviction, that 
a capacity exists in this country to maintain an extensive 
internal commerce. The variety of productions peculiar to 
the several parts, invites to the prosecution of a commerce 
of the most interesting kind. A commerce internal, subject 
solely to the regulations of the country, not dependent on, or 
materially affected by the vicissitudes of foreign competi­
tion, or collisions; the profits on which will rest in the coun­
try, and make an addition to the wealth of the nation. Such a 
commerce will in its natural tendency, create interests and 
feelings, consonant with the great interests of the communi­
ty. Any practicable scheme, therefore, for the improvement 
of roads and inland navigation, having for its object the en­
couragement and extension of a commerce so beneficial, 
has strong claims to the attention and aid of a government, 
constituted to promote the general welfare. 

Such improvement executed on an extensive scale, would 
unquestionably contribute to the general interest, and in­
crease of wealth in the nation; for whatever tends to accelerate 
the progress of industry, in its various and particular 
branches, or to remove the obstacles to its full exertion, 
must, in the result, produce that effect. The contemplated 
improvement in roads and canals, by extending the commu­
nication for commercial and personal intercourse, to the inte­
rior and distant parts of the Union, would bestow common 
benefits, and give an enlarged faculty to the great branches 
of national industry, whether agricultural, commercial, or 
manufacturing. 

The agricultural products, which at present from inconve­
nient distance, their weight, or bulk, are unportable, could 
then be carried to a distant market; the reduction on the charge 
for transportation would become an addition to the price; and 
a ready market, and increased price, enhance the value of the 
lands, from which the products were drawn. 

To insure to the pursuits of useful industry in a nation, a 
state of the greatest prosperity, it is only necessary to protect 
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Erasmus Pesh�e Smith: 
'Man is lord ofjnature' 
In 1858, Smith wrote his A �anual of Political Economy 
(1858) as a means of popularizing the American System 
of economics, as opposed ta the "English economists. " 
In 1871 , Smith was officiallyi appointed an adviser to the 
Japanese Meiji government'� Foreign Ministry on issues 
of credit, tariffs, education, and bilateral treaty arrange­
ments with the western powers. Smith 's  work was decisive 
in the passage of acts that wete the basis for the industrial 
revolution that occurred in Japan during the period of 
1876 through 1886. The Jryanese National Bank Act 
(1872) and the Gold Notes Conversion Bonds Act (1873) 

I 
were explicitly modeled on the Hamiltonian notions of 
credit and national banking. the educational reforms that 
were enacted during this pe�iod were specifically based 
upon Smith's ideas of creatin� scientific and technological 
optimism in a system of uniYfrsal education that was to 
become integrally attached tl1 Japanese industry and its 
development. : 

IroniCally, Smith 's  work is still in print in Japan and 
he is more widely known thete than in the United States. 
As his introduction beautiful1, displays, the idea that the 
real wealth of a nation comesiJrom the multiplication and 
the intellectual, moral, and physical development of its 
popUlation is the real basis upon which a science of eco­
nomics must be constructed. �uch a science is one of hope 
and progress, rather than t/a.e "Dismal Science" of the 
British apologists of usury and genocide . From the intro­
duction to A Manual of Political Economy: 

Starting from the central highlands of Asia-the loftiest 
habitable region of the globe , where the great rivers take 
their rise that flow into the Frozen Ocean, and the Bay of 
Bengal, the Mediterranean, land the Chinese Sea-the 
human race has descended in an ever-widening flood, to 
spread over the earth and to s1llbdue it. Sacred history and 
Hindu tradition point to the same region as the cradle of 
mankind. They are confirme!(i by the reflection, that it 
must have been the first to emerge from the primal waste 
of waters; and the belief, that here it is that wheat and 

their interests from foreign aggression, to leave them unre­
strained by artificial provisions, and to remove, or meliorate, 
the natural obstacles to their exertion, by public works, ren­
dering conveyance practicable and cheap. 

Such public works, while theiY are calculated to subserve 
the pecuniary interests of every industrious class of the com-

EIR January 3 ,  1992 



barley are of indigenous growth, and that the animals run 
wild who have been tamed by man, and have followed 
him in his migrations through every clime . . . .  As the 
different offshoots of the race descended to the lower 
tracts that the receding waters gave up to culture, and as 
each little tribe waxed in numbers, it has taken a higher 
social organization , with a vast increase in the command 
of the individual members over the elements of physical 
comfort, a vast accession to their realized property, and 
to their power to elaborate yet more from the materials 
and the forces which nature gives without stint to those 
who know how to ask her. With diminished toil for the 
satisfaction of the material wants , and diminished fear of 
inability to meet them in the future, man has acquired 
leisure for the cultivation of his intellect, and increased 
freedom to indulge the social affections , which lift him 
out of the domain of selfishness , soften and refine his 
nature , and make it capable of moral improvement. Physi­
cal,  intellectual, and moral progress, inseparably interde­
pendent, is the historical fact characteristic of our species , 
and union in societies , its observed condition. 

To investigate the laws which explain man's  attain­
ment, through association, of enlarged power over matter 
in all its forms, and the development of his intellectual 
and moral faculties , in virtue of that power, is the object 
of Political Economy. . . . 

Every accession to knowledge diminishes the cata­
logue of things thus regarded as outside the pale, within 
which certain effects are confidently anticipated to result 
from given causes , and arranges them in relations with 
each other, no longer imagined and fluctuating , but dis­
tinctly seen to be constant and invariable . Knowledge 
gives power, because when a law is once perceived and 
understood man can conform to it, for the purpose of 
producing an effect he desires , by arranging the ascer­
tained causes in that method of grouping which the law 
dictates ,  instead of wasting his energies and missing his 
object, in blind endeavors to obtain it in a way other than 
that which the Lord of Nature has appointed . . . .  

Is it possible to construct a science of Political Econo­
my? In other words, are there laws grounded in the consti­
tution of things and of man, fixed and invariable succes­
sion of effects determined by the causes which precede 
them,-regulating the progress of men in association with 

munity, are highly important in a political point of view. The 
citizens, in the most remote parts , would be brought into 
close connexion, by a facility to commercial and personal 
intercourse . The common interests and identity of feelings 
thence arising , WOUld, as a cement to the parts , bind together 
the whole , with the strong bond of interest and affection, 
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each other, in extending their dOIJllinion over matter and 
their concurrent improvement in intellect and morals?­
and are these laws discoverable? What and how many of 
them have been discovered, is a di�ferent question. What 
is unquestionable is,  that there ar¢ professors of what is 
styled a science of Political Economy, teaching in the 
schools and through the press a body of precepts , tending 
more or less to the object we have assigned as that of its 
investigations . On the other hand; it is denied that there 
is yet such a science . . . .  

[The British System] would ndt, perhaps , be Political 
Economy such as we have described it. It would be, as it 
has been called, "the Dismal Science," instead of a science 
of Progress and Hope. . . . 

The strongest instinct of man is that which leads to the 
increase of population .  The European Economists , since 
Adam Smith, have very generally :believed, that the laws 
of matter were such as to make the repression of this 
instinct essential to the prosperity iof communities . Their 
system presents a controlling law Clf humanity as conflict­
ing with the immutable laws of brute matter. It is impossi­
ble for them, upon this basis , to cqnstruct a science which 
contemplates the human faculties �s acting freely in accor­
dance with their own laws; and to contemplate them as 
acting under partial and uncertain restraints , is to clog the 
problem with an insurmountable ! difficulty . (In reading 
certain Economists , one might be led to think that the 
products of industry were not made for man, but that man 
was made for the products . )  If the difficulty is purely 
suppositious we can proceed with good hope, regarding 
man as he is,  and trusting that we may safely infer the 
uniformities of the future from the uniformities of the 
past . . . .  

We are to regard man then as the lord, not the slave 
of Nature , but no arbitrary lord---tas acting in accordance 
with fixed laws of his own being, all of which exercise 
their due force , and none of which are suspended, any 
more than the law of gravitation--as securing freedom 
for that harmonious exercise of an his faculties ,  in which 
happiness consists , by means of the intelligence which 
enables him to apprehend the inevitable necessity that the 
physical laws must operate , and teaches him how to avoid 
opposing the irresistible, and hdw to make it work for 
him . . . .  

giving stability and perpetuity to the Union . And as a means 
of security , tend to increase ouri capacity for resistance to 
foreign aggression by rendering i less expensive, and more 
effective , our military operations J The disadvantages experi­
enced, and heavy charges incurred, during the late war, for 
want of inland navigation along the seacoast, connecting the 
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great points of defence , are of too recent date , and decisive 
a character, to require any other demonstration that a facility 
in inland communication, constitutes a principal means of 
national defence. 

It is believed that improvements so important to the politi­
cal and general interest of society, stand strongly recom­
mended to the attention of the national legislature. The gener­
al government alone, possess the means and resources to give 
a direction to works calculated for general advantage, and to 
insure their complete execution. 

John Stevens builds the first American steam 
railroad (1825) 
In the winter of 1824-25, the prospectsfor the full implementa­
tion of the American System were never brighter. The Second 
Bank of the United States had been chartered in 1816, the 
Survey Act of 1824 allowed the government to loan West Point 
engineers to inJrastructural projects, andJohn Quincy Adams 
was about to be inaugurated as President of the United States. 
To give a sharp impetus to the building of railroads, inventor 
John Stevens built a half-mile circular track in his backyard 
at Hoboken, New Jersey, and, at the age of 76, fashioned 
with his own hands the first steam locomotive in America . He 
invited ladies and gentlemenJrom New York to take a ride, 
and whisked them around the track at six miles an hour. 

Stevens, one of the three original patent holders for the 
steamboat, had early lobbied Congress for federal patent 
laws that would protect advancements in steam transpor­
tation: 

It is evident that from a reciprocal exchange of the production 
and manufactures of one country for those of another a gener­
al advantage would result to the whole . The earth would then 
be everywhere stimulated to bring forth with its utmost vigor; 
civilization and the arts would spread rapidly over the face 
of the globe; then, and not till then, might it be said that man 
was really the master of this world , with everything in it 
subservient to his will . 

In 1813, Stevens had written to the Erie Canal Commission­
ers, encouraging them to build a railroad father than a ca­
nal. This statement, written long before there was even one 
functioning railroad anywhere in the world, has been called 
"the birth certificate of all railroads in the United States . "  

So many and so important are the advantages which these 
States would derive from the general adoption of the pro­
posed railways that they ought, in my humble opinion, to 
become an object of primary attention to the national govern­
ment. On the success of an experiment, a general system of 
internal communication and conveyance should be adopted , 
and the necessary surveys made to embrace and unite every 
section. It might then, indeed, be truly said that these States 
would constitute one family intimately connected and held 
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together in indissoluble bonds of union. 
The revenue which this mode of transportation would be 

capable of producing, would far exceed the aggregate amount 
of duties on foreign importatiop. It is an indisputable fact 
that the aggregate of annual interstate commerce is' vastly 
greater than that of external copunerce. The farmer wowd 
save four-fifths of his present expense in transporting his 
produce to market. Innumerabl4 ramifications would be'ex­
tended in every direction . The spurces of private and public 
wealth would increase with a rapidity beyond all parallel. 

There remains another impo�t point-celerity of com­
munication-a consideration o� the highest moment. If the 
Proas of the Pacific can be drivep at twenty miles an hour by 
the wind, I can see nothing to hinder a steam-carriage from 
moving with a velocity of one hundred miles an hour. '1 

Capt. Basil Hall visits the infant city of 
Rochester, New York (1�7) 
Injrastructural projects such a$ the Erie Canal unleashed 
an un precedent wave of city-buflding . The spirit of nation­
building was reflected in the comments of a West Point cadet 
to an English visitor: "We must get up early, for we have a 
large territory; we have to cut dtJwn the forests, dig canals, 
and make railroads all over the c(Juntry. " RetiredNavy Capt. 
Basil Hall, a native of Edinburgh, Scotland, provides an 

account of the pace of that development. 

On the 26th of June 1 827 we strolled through the village 
of Rochester, under the guidaqce of a most obliging and 
intelligent friend, a native of thi!l part of the country. Every­
thing in this bustling place ap�ared to be in motion. The 
very streets seemed to be startipg up of their own accord, 
ready-made, and looking as fre�h and new, as if they had 
been turned out of the workmen'  II hands but an hour before­
or as if a great boxful of new holiases had been sent by steam 
from New York, and tumbled out on the half-cleared land. 
The canal banks were at some places still unturfed; the lime 
seemed hardly dry in the masonry of the aqueduct, in the 
bridges , and in the numberless �at saw-mills and manufac­
tories .  In many of these buildings the people were at work 
below stairs , while at top the carpenters were busy nailing 
on the planks of the roof. 

Some houses were half paint¢d, while the foundations of 
others , within five yards' distanr;:e, were only beginning. I 
cannot say how many churches ,  court-houses , jails and hotels 
I counted, all in motion, creeping upwards . Several streets 
were nearly finished, but had not as yet received their names; 
and many others were in the reverse predicament, being 
named, but not commenced,-1iheir local habitation being 
merely signified by lines of stakes. Here and there we saw 
great warehouses , without wimJow sashes , but half filled 
with goods, and furnished with hoisting cranes, ready to fish 
up the huge pyramids offtour b�ls , bales and boxes lying in 
the streets . In the centre of the town the spire of a Presbyterian 
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church rose to a great height, and on each side of the support­
ing tower was to be seen the dial-plate of a clock, of which 
the machinery , in the hurry-skurry , had been left at New 
York. I need not say that these half-finished, whole-finished, 
and embryo streets were crowded with people, carts , stages , 
cllttle, pigs , far beyond the reach of numbers;-and as all 
these were lifting up their voices together, in keeping with 
the clatter of hammers , the ringing of axes , and the creaking 
of machinery, there was a fine concert, I assure you ! 

Thomas P. Kettell on the development of 
American railroads (1859) 
Although the lacksonians launched afull-scale attack on the 
American System, canceling the charter of the Second Bank 
of the United States in 1833 and revoking the Survey Act 
of 1824, the American dirigist faction found ways to keep 
inJrastructural development on track. West Point engineers 
resignedJrom the U.S. Army in order to design canals, rail­
roads, and harbor improvements . States invested their own 
funds in railroad development. And the federal government 
used its vast store of federal lands beyond the Allegheny 
Mountains as capitalfor financing infrastructure projects. 

By the eve of the Civil War, the United States possessed 
a comprehensive railroad network, commented on here by 
Thomas Kettell, the editor of the Merchants ' Magazine and 
author of various economic statistical works . 

The great object of the railroad companies has not been so 
much to derive a direct profit from the investment, as to cause 
the construction of a highway, which should by its operation 
increase business , enhance the value of property , and swell 
the floating capital of the country by making available consid­
erable productions of industry, which before were not mar­
ketable, since the influence of a railroad in a new district is 
perhaps if not to create, at least to bring into the general stock 
more capital than is absorbed in its construction. 

The grand result is over 28 ,000 miles of road, which have 
cost, in capital and funded debt, $ 1 ,066,866,284, which has 
been expended in the period since the first road was begun . 
The expenditure of such an enormous sum of money, 
amounting to $54 per head for the average population during 
the 30 years in which they have been building , is marvellous 
in so young a country , which, 40 years before this outlay 
occurred, was mostly destitute of capital . The railroads , how­
ever, exist, and capital is now, at this moment, more abun­
dant for general purposes than it was before the construction 
of the railroads . It is, in fact, cheaper in the general market, 
and in this we recognize the vast utility of the works in 
developing capital . 

Charles L. Flint refutes malthusian theory 
(1859) 
Charles Flint, the Secretary of the Massachusetts Board of 
Agriculture, provided a section on agricultural improve-
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ments for a book entitled Eighty Years ' Progress of the United 
States.  After describing the vast increase in the powers of 
labor effected by the invention of agricultural reapers, 
balers, and threshers, Flint throws the result in the teeth of 
Parson Malthus and his British System adherents . 

These vast and acknowledged improvements in harvesting 
and threshing grain will be seen to be of the utmost impor­
tance , when it is considered that w� annually raise about two 
hundred millions of bushels of wh'1at, and of rye, barley , and 
oats over one hundred millions, and that the resources of the 
country may be developed, by the use of machinery , to an 
extent far beyond the reach of present calculation . 

The reaper, the thresher, and the mower are types of the 
ever restless and progressive spiritof the age . They point out 
to us a glorious future, in which they will accomplish for us 
and for our country triumphs grander than the triumphs of 
arms, for they will develop the means of supporting the mil­
lions of human beings which the implements of war can only 
destroy . 

Could the leamed Malthus-who proclaimed the gloomy 
theory that war, famine, and pestilence were checks, designed 
by an all-wise Being to keep down the increase of population 
to a level with the means of sustenance-now rise up from his 
sleep of death and see the population of England more than 
doubled since his day, and that of this country multiplied many 
times, while the people are better f¢d, and better clothed, with 
less labor and less suffering, with the possibility of a famine 
wholly and forever removed, he might change his shameful 
doctrine, and adopt a more cheerful and hopeful view of the 
providence of God. With an immense multiplication of the 
human species in all civilized countries which have been devot­
ed to the arts of peace and the development of their material 
resources, a bountiful Father has sent us a superabundance 
of food, instead of famine, and has taught us to rely on the 
exhaustless bounty of the fruitful earth, and upon his beneficent 
promise that seed time and harvest $hall never fail to supply the 
daily wants of his children. 

But with all the progress which we have made in improv­
ing the implements of the farm, we have not reached perfec­
tion . No bound is set to human ingenuity , and further means 
may yet be devised to shorten labor and increase the products 
of the soil . 

We cannot hope , nor is it desirable, to avoid labor. This 
is not the object of improved machinery; but to make labor 
more attractive, agreeable, and productive; to bring into sub­
jection the rude forces of nature , and make them do our 
bidding and increase our stores; to redeem thousands of acres 
now lying waste from wildness and desolation, and to make 
our country the granary of the world-these are triumphs we 
may hope to gain from the introduction and use of improved 
machinery , and in this view the �ubject commends itself to 
the attention of the highest intellect, and opens a field for the 
labors of the noblest philanthropy . 
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Thaddeus Stevens, 1852 

'Free trade' is for 
barbarian tribes 
Congressman from Pennsylvania Thaddeus Stevens, who 
during the Civil War and the period of "reconstruction" 
afterward was chairman of the House Ways and Means Com­
mittee and Republican majority leader, was a staunch sup­
porter of the economic outlook of Henry Clay's "American 
System . "  He was a centralfigure in 1861 in the re-establish­
ment of those American System policies, ensuring that the 
war could be successfully prosecuted, and with it allowing 
for the most massive economic expansion in this nation's  
history. He was, as  well, the central figure in the effort to 
ensure that those policies would be continued after the war, 
and that the institutions of the South shaped by British free 
trade would be eliminatedfrom American soil. This speech, 
in opposition to free trade, given in the tariff debates of 1852 , 
makes clear the outlook that the "American System" core of 
the Republican Party had toward such questions. 

The gentleman from Massachusetts [Mr. Rantoul] supports 
these grants to railroad companies on the principles of free 
trade. It is not my intention to discuss at much length the 
doctrine of free trade. That has been so amply done of late, 
both orally and in writing , as to become tedious. 

But although the theory has been much discussed, it has 
never been reduced to practice , except among barbarian 
tribes .  I think gentlemen cannot point to a single highly­
civilized commercial and manufacturing nation capable of 
producing the raw material , that has ever adopted it. Every 
highly-cultivated nation has made the protection of domestic 
industry the special care of Government . It has been found 
by the experience of more than twenty centuries that the 
protection of domestic manufactures by prohibitions ,  dis­
criminating duties, and commercial regulations,  has been , 
and is , the true , natural , and wise policy of nations, or all 
history is a lie . It is a mistake to suppose that the elevation 
of one national interest is the depression of others , as is more 
than insinuated by the Baltimore platform [platform of the 
Democratic Part y-ed. ]  , which is intended, not only for all 
kinds of men, but for every fowl of the air, fish of the sea, 
four-footed beasts , and especially for every creeping thing 
to stand upon . All classes of national industry, like the arts 
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and sciences , are bound together by one common band. All 
flourish or languish together . .  

Manufactures come first 
Manufactures , in every age , have been the especial hand­

maid of agriculture and commerce . Select from history any 
example that you please-take Tyre , which was perhaps as 
highly commercial as any nation of her time. She was also 
the furthest advanced in manufactures . Many of her fabrics 
have scarcely ever been excelled. Her dyes have passed into 
proverb . She transplanted heri policy with her colony to Car­
thage, which soon became . a .powerful-the most powerful 
maritime nation of her time . The same cause has produced 
the same effect wherever it has existed in ancient or modem 
times-at Syracuse, at Genoa, and Venice . But the most 
powerful example of the influence of manufactures on the 
commerce and wealth of nations , is to be found in the case 
of Holland. 

Up to the end of the reign of Charles I Holland was the 
workshop of Europe . Her ingenious and industrious mechan­
ics and manufacturers produced not only enough for their 
own country , but large surpluses to export to other nations . 
That surplus furnished employment for a large number of her 
own vessels , which took her fabrics to other countries , and 
brought back rich cargoes, not merely for her own consump­
tion, but for the supply of neighboring markets . While other 
nations were trafficking in the bulky raw materials of little 
value, she was dealing in the same material , increased a 
hundred fold in value by the industry and skill of her people. 
Thus she commanded the market of every country , and not 
only enriched her mechanics and manufacturers , but her trad­
ers and shippers became merchant princes . She had more 
wealth than any other nation, and her commercial marine 
exceeded in number the ships of all the other nations of 
Europe together. Her war vessels also exceeded that of any 
other nation . All this wealth , aill this commerce , all this pow­
er, was produced by a country of small circumference and 
with little agricultural advantages .  It was done by manufac­
tures alone. How did she lose this superiority, and what 
country has gained it, and by what means? 

Whatever else may be said of the English Puritans , it is 
certain that the Commonwea]th under Cromwell produced 
some of the ablest statesmen of the world. 

England, at that time, was a poor nation, with but few 
manufacturing establishments� Her wise men saw that her 
insular position, and her smallterritory, rendered it impossi­
ble for her to become rich and powerful except through com­
merce and manufactures . . . .  

England has acquired all this power, wealth, and gran­
deur through her protective policy alone . And now she 
preaches "free trade" to others---to young nations ! And there 
are found shallow dupes who swallow the bait ! 

It is often objected to a protective tariff, that it is for the 
benefit of the rich capitalists . This argument, I know , is never 
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used by statesmen, or writers on political economy; but often 
by demagogues, who fancy themselves statesmen. 

Now, sir, it is easy to show that protection against foreign 
competition is mainly for the benefit of the laborer. True, it 
helps the capitalist; for it is impossible to benefit labor with­
out aiding capital, and it is impossible to benefit capital with­
out aiding labor. 

I have said that protection would principally benefit la­
bor. The chief value of most manufactured articles consists 
in labor. Take iron for an example. The cost of a ton of pig­
metal in the most favorable locations in this country, is about 
$20. The capital invested consists of the real estate-the 
furnace and land for fuel and ore. Of the $20 cost, the labor 
in producing the ore, coal, and smelting, amounts to about 
$ 1 8  per ton. Not more than $2 is capital. Any protection 
given to iron is given to the laborer in the proportion of $9 
to $ 1  to capital. 

The whole of the labor, to be sure, is not done by the 
collier, the miner, and the furnace hands-a part of it is the 
labor of the farmer, the miller, and the butcher, who supply 
the grain, beef, and other provisions. Still, the protection is 
mainly to the laborious industry of the country. So it is with 
fabrics of cotton and wool. The value of the raw material is 
increased by the labor of the operatives from 4 to 20 times. 
And a great part of the value of the raw material is the 
effect of labor, not capital. Whoever, therefore, sustains the 
protection of domestic industry, sustains the labor of the 
people; whoever opposes it, votes for their oppression and 
poverty. 

I have said that every branch of national industry is depen­
dent on every other, and partakes of its prosperity or depres­
sion. But, perhaps no class is so largely benefited by protec­
tion as the farmers, as none contributes so largely to the 
power and independence of nations. If it were necessary that 
either commerce or agriculture should sacrifice something to 
the other, let it be commerce. It is possible to push foreign 
trade too far. Cicero, in his treatise on the Republic, says 
that the reason of the great weakness of Carthage, was that 
she gave too much attention to her shipping, and neglected 
agriculture. The wealth of the farmer arises from his surplus 
products. And their value depends upon a ready, a handy, 
and a constant market. The nearer to his farm you bring that 
market, the better for him. The farmer who must send his 
produce from Pennsylvania to England for a market, must 
deduct from the price the cost of freight. The farmer in Ohio, 
Indiana, or Illinois, who sends his to the sea-board, and 
thence to Europe, finds half the price consumed in carriage. 
If each had as good a market in his own State, he would save 
all that expense, and double his profits. 

How to build the home market 
How are you to create that market? In the same way that 

other nations have done. Build up manufacturing villages, 
towns, and cities in your own land. Your surplus provisions 
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now go to a distant market, to fetd those who make your 
cloths, your cottons, and your ironl lf those consumers were 
within ten mile of you, instead df three thousand or four 
thousand miles, how much more profitable would farming 
be ! Give the home market to your own manufactures, and 
you would find flourishing citi� filled with consumers 
springing up on your numerous water-falls, from Maine to 
Missouri. 

So it was that England built Manchester, Birmingham, 
Sheffield, Glascow, and all her otjher manufacturing cities. 
Under this system not only would :such establishments exist 
in the Atlantic States, but they would swarm in the vast world 
that lies north and west of the Ohici. 

The true policy of this country ,is to build up large manu­
facturing and commercial cities on the great lakes and the 
waters that feed the Mississippi. There is perhaps no country 
in the world of equal extent more fertile than that valley. A 
few years will fell the forests, and reduce it to cultivation. 
Where will that vast grain-growing country find a market for 
its products? 

One gentleman [Mr. Rantoul] advises them to build rail­
roads, and send it to New York, 60ston, and Philadelphia, 
instead of consuming it at home; but they should recollect, 
that when they have got it there, they will find no market. 
They have simply taken it to the place of embarkation to a 
European market-a poor and uricertain market. They are 
taught that the true policy is to taise the raw material, of 
great bulk and little value, to carry five thousand miles to a 
precarious market ! They are not even to encourage a market 
for it in Pennsylvania, New York, l or Massachusetts. 

It seems to me that the interest of the Northwest is, to 
find their market beyond the Alleganies; why should not the 
shores of the great lakes and rivers become the seat of the 
great manufacturing and commercial towns and cities, as 
well as the shores of Euxine and the Baltic? 

Suppose all the people of the , West to be agriculturists, 
and to bring their produce to the Atlantic cities for a market, 
what would be the effect on the farmers this side of the 
Alleganies-of Virginia, Pennsylvania, Maryland, and New 
York? The Eastern market would be glutted by Western pro­
duce, and the prices so depressed as to destroy the farming 
interests of the Middle States . .4and in Pennsylvania and 
New York would greatly sink in value, and all stimulants to 
industry be taken away. Surely this free trade is a lovely 
system, which not only casts its blight on the manufacturer 
and laborer, but reduces real estate to half its value ! 

It is a question of serious import, whether this country 
will ever become sufficiently manufacturing to produce 
enough for her own consumption, and furnish for exporta­
tion. It is very certain that unde� the free-trade system she 
never will. It is just as certain that she may soon become so 
if she follows the system which I gave England her present 
preeminence. Take iron, and see how England fostered its 
growth from infancy to its present gigantic stature. 
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�TIillToward Eurasia 

The legacy of List's 'National 
System of Political Economy' 
by Lawrence Freeman and Marsha L. Bowen 

Friedrich List ( 1789-1846) lived and consciously deployed him­
self as part of three republican networks that were at political 
war with the British empire: the Prussian Reformers movement 
in Germany, the Ecole Polytechnique of France, and the heirs 
of the American Revolution. After being imprisoned at the 
behest of Prince Metternich for his attempts at reforms in Wiirt­
temberg, the German-born List was invited by the French hero 
of the American Revolution, General Lafayette, to join him on 
his triumphal tour of the United States in 1 825 . List lived 
in Pennsylvania for several years, where he worked with the 
Careys, Henry Clay, and John Quincy Adams to build the fight 
for protective tariffs for industry� After 1 830, he returned to 
Germany to implement the American System there. Known as 
the "Father of the German Railways," he was perhaps the most 
outspoken opponent of free trade in the world. His book The 
National System of Political Ecorwmy, translated into numerous 
languages, has served since 1 84 1  as a manual on how to fight 
the evils of the British cosmopolitan "free trade" system of 
looting. 

Opposing the physiocratic notion of the landed oligarchy 
and the British-Swiss-Venetian banking interests, List be­
lieved that the creative powers of human mentation were a 
nation's  greatest wealth. When he had returned to Europe, 
he wrote that the greatest book he had read in America was 
the book of life: to see the potential of a new republic for 
growth, if put under proper economic policies. The economic 
policies of List are alive today in the battle in Europe to build 
the "Productive Triangle" railway project envisioned by Lyn­
don LaRouche. 

In his first Letter from Reading to the General Convention 
at Harrisburg, in 1 827, List stated that he would concentrate 
on "the refutation of the theory of Adam Smith and Co. , the 
fundamental errors of which have not yet been understood 
so clearly as they ought to be. 
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"It is this theory, sir, which furnishes to the opponents 
of the American System the intellectual means of their oppo­
sition. . . . Boasting of their imaginary superiority in science 

, and knowledge, these disciples Df Smith and Say are treating 
every defender of common sense like an empiric whose men­
tal power and literary acquirements are not strong enough to 
conceive the sublime doctrine of their masters." List admon­
ished Americans to stand up iQ print for the superiority of 
their doctrine, pointing out that Smith's Wealth of Nations 
never addresses the issue of national economy at all, but 
instead puts forward the utop� thesis of a universal re­
pUblic. 

Battle for protectionism . 
According to the British frell-traders, any form of protec­

tionism used by a country to foster the growth of its own agro­
industrial sectors is in violation Qf "pure , " unfettered competi­
tion. The British themselves never practiced this nonsense. 
List pointed out that "England was unwilling to found settle­
ments in Asia in order to become subservient to Asia in manu­
facturing industry. She strove fo .. commercial supremacy, and 
felt that of the two countries maintaining free trade between 
one another, that one would be sppreme which sold manufac­
turing goods, while that one would be subservient which could 
only sell agricultural produce. In her North American colo­
nies, England had already acted on those principles in disal­
lowing the manufacture in tho$e colonies of even a single 
horseshoe nail, and still more, tltat no horseshoe nails made 
there should be imported into England. " 

. But England insisted on free trade for its colonies. List 
continued: "Accordingly, Engla.nd prohibited the import of 
goods dealt in her own factories, the Indian cotton and silk 
fabrics. . . . Not so much as a t"-ead of them would England 
permit to be used. She would have none of the beautiful and 
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cheap fabrics , but preferred to consume her own inferior and 
costly stuffs . . . .  

"She was , however, quite willing to supply the continen­
tal nations with the far finer fabrics of India at lower prices ,  
and willingly yielded to them all the benefit of  that cheapness ; 
she herself would have none of it . "  

I n  short, free trade was merely a tool to enforce economic 
backwardness. This practice went to nearly comical lengths , 
as List reported: 

"So late as the year 1 750 a hat manufactory in the State 
of Massachusetts created so great a sensation and jealousy in 
Parliament, that it declared all kinds of manufactories to be 
'common nuisances , '  not excepting iron works , not with­
standing that the country possessed in the greatest abundance 
all the requisite material for the manufacture of iron. "  Ulti­
mately , he continued, "The monopoly of all manufacturing 
industry by the mother country was one of the chief causes 
for the American Revolution; the tea duty merely afforded 
an opportunity for its outbreak. "  

The nation-state 
List insisted that the sovereign nation-state must be rec­

ognized as essential for a healthy economy: 
"Between each individual and the entire humanity, how­

ever stands the nation, with its special language and literature, 
with its peculiar origin and history, with its special manners 
and customs , laws and institutions, with the claims of all these 
for existence, independence, perfection, and continuance for 
the future , and with its separate territory; a society which, 
united by a thousand ties of mind and interests , combines itself 
into one independent whole . . . .  As the individual chiefly 
obtains by means of the nation and in the nation mental cul­
ture, the power of production, security , and prosperity so is 
the civilization of the human race only conceivable and possi­
ble by means of the civilization and development of the indi­
vidual nations . . . .  A nation in its normal state possesses one 
common language and literature , a territory endowed with 
manifold natural resources , extensive and with convenient 
frontiers and a numerous population."  

Protectionism is  the battleground where the unity of  na­
tional sovereignty and economic development becomes most 
clear. U . S .  tariffs were simply necessary to allow the growth 
of essential industry , like iron production, shipbuilding, etc . 
If England could use its economic and military muscle to 
flood the world with cheap products , then how was any nation 
to develop its own means of production except by protecting 
and nurturing manufacturing industries? Developing indige­
nous industry, List argued, provides jobs , stable prices ,  an 
expanding home market for goods, protection from foreign 
manipulation, and the basis for realizing new technologies, 
which would also lead to increased productivity in the ag­
ricultural sector. 

Adam Smith claimed to believe that each individual, in 
pursuing his own interest , automatically promotes the inter-
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ests of all , and therefore , any sov�reign effort by the state to 
ensure the prosperity of its people is wrongful interference. 
List quoted Smith's  dictum that: " Restrictions on trade im­
posed on behalf of the internal industry of a country , are mere 
folly; every nation like every individual , ought to buy articles 
where they can be procured the oheapest; in order to attain 
to the highest degree of national prosperity , we have simply 
to follow the maxim of letting things alone (laisser faire et 
laisser aller) . "  

What is  wealth? 
With the insistence that the exchange value of a commod­

ity is its true wealth , the Britisq Liberals return man to a 
talking animal simply instinctiv¢ly pursuing pleasure and 
avoiding pain . List counterposed to this economically empty 
notion , his superior theory of productive power: 

"The causes of wealth are something totally different 
from wealth itself. A person m� possess wealth, i .e .  ex­
changeable value; if, however, he does not possess the power 
of producing objects of more value than he consumes, he 
will become poorer. A person may be poor; if he, however, 
possess the power of producing a larger amount of valuable 
articles than he consumes, he becomes rich. The power of 
producing wealth is therefore infinitely more important than 
wealth itself; it insures not only ithe possession and the in­
crease of what has been gained, but also the replacement of 
what has been lost . This is still i more the case with entire 
nations (who cannot live out of mere rentals) than with private 
individuals . " 

List elaborated three principal components to his theory 
of the productive power: a) the capital of nature , b) the capital 
of productive matter, and c) the capital of mind . He placed the 
greatest importance on the third: The relationship between 
man's  powers of reason, acting on the physical universe 
through the force of productive manufacturing , is not ex­
plainable from the standpoint of simple exchange value. 

Adam Smith was a materialist, List explained: "If he had 
followed up the idea 'productive power, ' without allowing 
his mind to be dominated by the �dea of 'value , '  'exchange­
able value , '  he would have been led to perceive that an inde­
pendent theory of the 'productive power' must be considered 
by the side of a 'theory of values' in order to explain the 
economical phenomena.  But he thus fell into the mistake of 
explaining mental forces from material circumstances and 
conditions , and thereby laid the, foundations for all the ab­
surdities and contradictions from which his school suffers up 
to the present day . "  

The mere quantity o f  labor, or labor time as M arx  put it, 
which corresponds to the notion of exchange value, cannot 
account for the great historical I evolution of mankind, be­
cause these constructs are rooted in materialism. List recog­
nized that the creative activity of man is fundamental to the 
growth of nations: 

"If we consider mere bodily labor as the cause of wealth, 
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how can we then explain why modem nations are incompara­
bly richer, more populous ,  more powerful , and prosperous 
than the nations of ancient times? The ancient nations em­
ployed (in proportion to the whole population) infinitely more 
hands , the work was much harder, each individual possessed 
much more land, and yet the masses were much worse fed 
and clothed than is the case in modem nations . In order to 
explain these phenomena, we must refer to the progress 
which has been made in the course of the last thousand years 
in sciences and arts , domestic , and public regulations , culti­
vation of the mind and capabilities of production. The present 
state of the nations is the result of the accumulation of all 
discoveries , inventions , improvements , perfections , and ex­
ertions of all generations which have lived before us; they 
form the mental capital of the present human race, and every 
separate nation is productive only in proportion in which it 
has known how to appropriate these attainments of former 
generations and to increase them by its own requirements . "  

List 's  lifelong dedication to constructing railroads flowed 
from these principles . First of all , "only by means of thor­
oughly good transport can every district or province convey 
the surplus of its peculiar products to all other provinces ,  
even to the most distant ones, and procure in  return supplies 
of the peculiar products of the latter. "  If there were no roads , 
canals, and trains , there would be no markets , and without 
industry , farmers would still be peasants . But railroads and 
infrastructure also bring the power of science and manufac­
turing to all parts of the country , breaking up and trans­
forming pastoral modes of existence with the more cultured 
and educated activities of city life. 

Manufacturing powers 
of the nation 

From List's The National System of Political Economy: 

Manufactures are at once the offspring , and at the same time 
the supporters and nurses , of science and the arts . We may 
observe how little the condition of raw agriculture puts scienc­
es and arts into requisition , how little of either is necessary to 
prepare the rude implements which it employs. It is true that 
agriculture at first had, by yielding rents ofland, made it possi­
ble for men to devote themselves to science and art; but with­
out manufactures they have always remained previate trea­
sures, and have only extended their beneficial effects in a very 
slight degree to the masses . In the manufacturing state the 
industry of the masses is enlightened by science , and the sci­
ences and arts are supported by the industry of the masses.  

There scarcely exists a manufacturing business which has 
no relations to physics, mechanics ,  chemistry , mathematics , 
or to the art of design , etc . No progress , no new discoveries 
and inventions, can be made in these sciences by which a 
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hundred industries and processes could not be improved or 
altered. In the manufacturing state , therefore , sciences and 
arts must necessarily become popular. The necessity for edu­
cation and instruction, through writings and lectures by a 
number of persons who have to bring into practice the results 
of scientific investigations , induces men of special talents to 
devote themselves to instruction and authorship. The compe­
tition of such talents , owing to the large demand for their 
efforts , creates both a division and cooperation of scientific 
activity, which has a most beneficial influence not merely on 
the further progress of science itself, but also on the further 
perfection of the arts and industrials . The effects of these 
improvements are soon afterwards extended even to agricul­
ture . Nowhere can more perfect agricultural machines and 
implements be found, nowhere is agriculture carried on with 
so much intelligence , as in countries where industry flour­
ishes . Under the influence of manufactures ,  agriculture itself 
is raised to a skilled industry, an art, a science . 

The sciences and industry in combination have produced 
that great material power which in the new state of society 
has replaced with tenfold benefits the slave labor of ancient 
times , and which is destined to exercise on the condition of 
the masses , on the civilization of barbarous countries , on the 
peopling of uninhabited lands ,. and on the power of the na­
tions of primitive culture , such an immeasurable influence­
namely, the power of machinery. 

A manufacturing nation has a hundred times more oppor­
tunities of applying the power of machinery than an agricultur­
al nation . A cripple can accomplish more by directing a steam 
engine than the strongest man can with his mere hand. 

The power of machinery combined with the perfection of 
transport facilities in modem times , affords to the manufactur­
ing state an immense superiority over the mere agricultural 
state. It is evident that canals,  railways , and steam navigation 
are called into existence only by means of the manufacturing 
power, and can only by means of it be extended over the whole 
surface of the country . In the mere agricultural state, where 
everybody produces for himself the greater part of what he 
requires , and consumes himself the great part of what he pro­
duces , where the individuals among themselves can only car­
ry on a small amount of goods and passenger traffic , it is im­
possible that a sufficiently large traffic in either goods or 
passengers can take place to defray the costs of the erection 
and maintenance of the machinery of transport. 

New inventions and improvements in the mere agricultur­
al state are of but little value . Those who occupy themselves 
with such things in such a state fall themselves , as a rule, a 
sacrifice to their investigations , and endeavors , while in the 
manufacturing state there is no patch which leads more rapid­
ly to wealth and position than that of invention and discovery. 
Thus , in the manufacturing state genius is valued and reward­
ed more highly than skill , and skill more highly than mere 
physical force . In the agricultural state, however, excepting 
in the public service , the reverse is almost the rule . 
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The fight to bring the American 
System to 19th-century Russta 
by Rachel Douglas and Barbara Frazier 

A Russian edition of Alexander Hamilton's 1 79 1  Report on 
the Usefulness of the Manufactories in Relation to Trade and 
Agriculture was published in St . Petersburg in 1 807 . Minister 
of Finance D.A.  Guryev sponsored the pamphlet . In an intro­
duction, Russian educator V .  Malinovsky wrote, "The simi­
larity of American United Provinces with Russia appears 
both in the expanse of the land , climate and natural condi­
tions, in the size of population disproportionate to the space, 
and in the general youthfulness of various generally useful 
institutions; therefore all the rules, remarks and means pro­
posed here are suitable for our country . " 

Malinovsky and Guryev belonged to a faction of Russian 
scientists and statesmen who cherished the legacy of the 
programs Gottfried Leibniz drafted for Tsar Peter the Great 
in the early eighteenth century . The Russian Academy of 
Sciences was founded according to Leibniz's design, and , 
while it had been subjected to many assaults and subversions 
of its scientific and nation-building agenda , by British- and 
Venetian-linked political and science figures, it remained a 
center of Leibnizian endeavor . Members of the Academy 
corresponded with America on scientific research, and close­
ly watched the creation of the American republic . An Acade­
my member , Franz Epinus, drafted the Treaty of Armed 
Neutrality, under which Russia and other continental Europe­
an powers protected shipping during the American War of 
Independence. 

At the time that Guryev commissioned the translation of 
Hamilton, there was a struggle for influence over the young 
Tsar Alexander I. Friedrich Schiller 's brother-in-law, Wil­
helm von Wolzogen, was in St . Petersburg for five years to 
prepare the marriage of Alexander 's sister to a prince of 
Weimar, which took place in 1 804. Wolzogen held seminars 
for the royal family . Schiller himself began a play called 
Demetrius, where he posed, in a Russian setting, the truth 
that a nation can only be great , if its leaders and the whole 
nation obey "that which is beautiful in humanity . "  

A few years later, Freiherr vom Stein and other Prussian 
reform leaders would be training the Russian Army against 
Napoleon and attempting to educate Tsar Alexander in state­
craft. In 1 809, the young John Quincy Adams arrived as 
American Minister Plenipotentiary to Russia, where he had 
long talks with the tsar about the protection of neutral ship­
ping and how to limit British power on the high seas . As one 
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result , Alexander interceded with Denmark, to stop detaining 
American ships as "British . "  

John Quincy Adams found a kindred intellect in Count 
N . P .  Rumyantsev , the Russian chancellor . Rumyantsev, 
who told Adams, "Our attachment to the U .  S. is obstinate," 
lobbied for further anti-British in*iatives. In 1 8 1 2, he wrote 
a memorandum in favor of deV�OPing Russian trade with 
the rebelling Spanish colonies i South America. Adams 
reported home that the State Cou cil' s rejection of Rumyan­
tsev's proposal was due to "a lurki g English influence work­
ing at bottom. "  When he was 0 sted from power in 1 8 1 3 ,  
Rumyantsev told Adams, " I  coul� say that my guts are Amer­
ican; and were it not for my age �d infirmities , I would go 
now to that country. " 

The spread of culture 
In education and culture, this faction was trying to make 

of Russia something other than the "gendarme of Europe" it 
became after the 1 8 1 5  Treaty of Vienna. Leading German 
scholars , including the philologist Adelung, worked in St . 
Petersburg. Minister of Justice Qerzhavin, a poet, was in­
volved in the early stages of a great translation project, to put 
Greek and other classics into Russian. Count Rumyantsev 
was a bibliophile, whose collection became the kernel of the 
huge Moscow-based library, known in the twentieth century 
as the Lenin Library . (As of 1 99 1 ,  this largest library in 
Europe has suffered an unknown extent of destruction, as 
the collapsing former Soviet economy left it with no lights, 
minimal staff , water dripping onto the books, and cracks 
in the walls . )  Malinovsky became the first headmaster of a 
secondary school called Tsarskoye Selo Lycee, whose origi­
nal curriculum plan mandated t�o three-year courses: Rus­
sian, French, German, and Latin grammar (one collaborator 
on the project proposed to inclu e Greek); religion, ethics, 
and philosophy; arithmetic, algebra, trigonometry, and phys­
ics; history, geography, writing, literature, and rhetoric; art, 
dance, fencing , riding, and sWiEing. Count A.K. Razu­
movsky, the Minister of Educat n, gutted the curriculum. 
What did a diplomat or civil serv t need with chemistry and 
astronomy? he demanded . Even Imore objectionable to him 
would be the study of "philosoppical opinions on the soul, 
ideas and the world,"  which wo�d confuse the youths. And 

i continued on page 46 
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Greek, Razumovsky insisted, was not needed by any Russian 
diplomat, who would fare quite well with French. 

Rumyantsev 's faction lost the struggle on policy . Alexan­
der I became the Tsar of the Holy Alliance, negotiated at 
Vienna with Metternich and Castlereagh, by Venetian- and 
British-pedigreed diplomats in the Russian service: Giovanni 
Capodistria, Napoleon's cousin Pozzo di Borgo, Count Nes­
selrode, and that same Count Razumovsky. (Razumovsky, 
who opposed the study of Greek , was notorious for his inabil­
ity to speak even Russian well . )  

Especially after the murder, in 1 837, of  1'sarskoye Selo 
graduate Aleksandr Pushkin, the great poet who strove to 
make the Russian language capable of expressing universal 
ideas, Russian culture plunged into a relative dark age . 

But it was impossible to expunge the knowledge that 
had been gained about the drawbacks of British economics . 
Pushkin's novel in verse, Yevgeni Onegin, showed how this 
was common knowledge, when the poet mocked his phony 
hero, Onegin, like this: 

Branil Gomera, Feokrita, 
Zato chital Adama Smita 
I byl gluboki ekonom . 

He cursed out Homer and Theocrites, 
But read Adam Smith instead, 
And was a profound economist. 

Even during the era of the Holy Alliance, various Russian 
officials were protesting that without industrialization, Rus­
sia would suffer from its excessive dependency on Europe . 
For forty years after the Congress of Vienna, including the 
1 825-55 reign of Nicholas I, Russia kept a stiff protective 
tariff. Absent agrarian reform and a thorough industrial pro­
gram, however, the tariff by itself would not guarantee strong 
national development. On the contrary, Russia under Nicho­
las plunged deep into debt to finance its "gendarme" military 
machine. The House of Stieglitz, court bankers to the tsar, 
arranged miIIions of rubles in loans from Baring, Hope and 
other London and Amsterdam banks, to finance the Russian 
military. British banks also had financial control of the first 
Russian railroad, built from St. Petersburg to Moscow in the 
1 840s, although Maj . G.W.  Whistler, formerly of the U.S .  
Army Corps of  Engineers, was the project's master engineer.  

The Crimean War ( 1 853-56) left Russia bankrupt. This 
violent falling out with England also opened the door for a 
resuscitation of Russia's American connection. 

Rapid industrialization 
By the late nineteenth century, the American System 

was the cornerstone of economic development in the U.S .  
(increasingly under attack after the assassination of  President 
Abraham Lincoln), Japan, and Russia . In Germany and 
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France, political factions were �eeking to bring their nations 
into accord with such policies . There was a potential alliance 
of industrial republics, stretchipg from the Atlantic to the 
Pacific, which would have destroyed the British Empire's 
trade and financial hegemony. The efforts to disrupt that 
potential, by the British and their allies on the continent, 
marked the road to World War I.  

In Russia, measures begun during the 1 860s alliance be­
tween Tsar Alexander II and President Lincoln helped to save 
the United States from dissolution in the American Civil War 
(the tsar sent the Russian Navy to protect American ports 
from the British), and placed at the disposal of Russian entre­
preneurs the most advanced scientific and technological 
know-how, and economic science. In the decades that fol­
lowed, a small but powerful faction in the Russian Ministry 
of Finance and among the country's entrepreneurs fought to 
copy the American System, against bitter opposition from 
the Russian landed nobility, backed by British and other 
international financiers . 

As a result, Russia's  industrial development in the 1 890s 
was among the most rapid in the world. 

Tsar Alexander II' s  abolition. of serfdom in 1 861  was the 
first step to prepare for Russia's  hrrge-scale industrialization . 
His regime then launched an overall economic plan, includ­
ing financial reorganization, agronomy research, develop­
ment of the petrochemicals industry, and building of a nation­
wide transportation and communications infrastructure 
centered on railroads . 

At that time, over 95% of tHe population was iIIiterate. 
There was virtually no skiIIed labor . The landed nobility 
clung to the most primitive fOrlms of cultivation, makin'g 
Russian agriculture among the least productive in the world . 
The nobility forced onerous conditions for the abolition of 
serfdom, namely the payment of "redemption" fees by the 
peasants in compensation to their former masters . 

Mikhail A. Reutern, a student of Henry Carey's econom­
ics, which was promoted in St. Petersburg by U .S .  Ambassa­
dor to Russia Cassius Clay, became minister of finance in 
1 862 . He placed Russia on a unified budget and a central 
bank was created to control all currency and revenue. Prior 
to this, there had been no uniform tax levy system. Reutern 
also established the currency, which had been wrecked after 
the Crimean War . Reutern emphasized that "without rail­
ways and mechanical industries, Itussia cannot be considered 
secure in her boundaries . " 

. 

The foremost statesmen who promoted the American 
System in Russia were the scientist Dmitri Ivanovich Mende­
leyev (see accompanying article), otherwise known for his 
development of the Periodic Law in chemistry, and his friend 
and ally, Count Sergei Witte, Russian Finance Minister from 
1 892 to 1 903 . Their polemics in connection with the adoption 
of the protective tariff of 189 1 ,  allld other writings, expound 
the economic ideas of Hamilton and List, as they were fought 
for in Russia at the tum of the century . 
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Dmitri I .  Mendeleyev. 189 1 

Scientist-statesman fought 
British 'free trade' in Russia 
by Barbara Frazier 

The chemist Dmitri I .  Mendeleyev emerged as a leader of 
Russia's  industrialization . In 1865, under the influence of the 
German chemist Justus Liebig, M endeleyev founded Russian 
agro-chemistry, setting up experimental field stations in Rus­
sia' sfive soil-type regions, and beginning investigations into 
the effects of mineral fertilizers . 

M endeleyev represented Russia at the 1867 International 
Paris Exposition, where he could make contacts with indus­
trialists and study the technologies presented, for possible 
introduction into Russia . Mendeleyev then toured every ma­
jor chemical plant in Germany, France, and Belgium. When 
he returned, the government issued his findings as a book, 
The Current Development of Certain Chemical Industries in 
Application to Russia-The World Exposition of 1 867 . 

In 1868, Mendeleyev founded the Russian Chemical Soci­
ety, to serve as a forum for scientific thought directed to 
"building up the wealth of the country . "  Among this core 
group of scientists, industrialists, government officials, and 
financiers was Ivan A .  Vyshnegradsky, a mechanical engi­
neer, military technology expert, director of the Southwest­
ern Railroad Company, and director of the St. Petersburg 
Technological Institute . 

Vyshnegradsky became minister of finance, in 1889. His 
two most important accomplishments in office were the start­
up of the Trans-Siberian Railroad project and the drafting of 
a protective tariff. Among the men brought into his ministry 
to oversee these tasks were M endeleyev, to chair the commis­
sion on the protective tariff, and Count Sergei Witte, then 
executive director of the Southwestern Railway Company, to 
head the new railroad department of the Finance Ministry. 

For Mendeleyev, the tariff commission was a platform 
from which to organize for the American System. His 1891 
Tariff Report, which we excerpt here, was a manifesto 
against British free trade and the enforced backwardness of 
Britain's  colonies . 

Peter the Great [Tsar 1 682- 1 725] reorganized Russia, in or­
der to prepare for its industrial growth and in order to lead it 
closer to the rest of the world, and together with the West. 
(Until the abolition of serfdom and the construction of the 
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railroads , the fundamental idea of the reformer could not be 
realized on a large scale; only the Russian eagles rose to meet 
this idea and made the "colossus of the East" one of the 
powerful new forces, influencing the destiny of the whole 
world. )  OUf weapons have been sheathed for a long time, 
although they are close at hand, but it is clear that strength 
does not reside in them, but rath¢r in economic production 
relations . . . .  

If there is a visible glimmer of the dawn of general 
peace and of a just distribution oil the prQsperity possible for 
countries and peoples , then this is strictly thanks to industry, 
because the experience of history has shown the inadequacy 
of other means for achieving thist-neither the concentration 
of military power, nor any particular form of land ownership, 
nor the very highest development of education. . . .  The 
ancient and even the middle ages were strong due to armies 
and their conquests , but the coming period derives its 
strength from science and industO' and their conquests . . . .  

The present book is intended, within my ability, to clari­
fy the relation existing between the development of industry 
in our country and the tariff. But since the tariff, like any 
law, is designed not for the past but for the present time, the 
degree of effect of the new tatiiff on industry belongs to 
Russia' s  future . . . .  Most of alI i it is my desire to show the 
possibility of a coherent Russian economic life through the 
development of its industry . This will , however . . . be in 
full understanding that the possibility of finding additional 
productive work for the people is more necessary than any­
thing else . 

It is not without reason, that the whole world considers 
us Russians to be a still young and fresh people . We're 
young and still fresh in respect to industry . My knowledge 
of Russia's existing conditions . and my knowledge of the 
Russian people's  capabilities for the highest form of human 
activity, convince me that Russia's forthcoming industrial 
conquests should be the true croWning achievements of Pe­
ter, an unprecedented flourishing of Russia' s  strength. Not 
to conquer India, the way histqry has it, but to conquer a 
more suitable place in the indu$trial progress of the entire 
world-this is what Peter bequeathed us , and not secretly, 
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but openly . But this will has remained as yet unfulfilled , and 
the time is ripe for its fulfillment . 

Russia 's  agricultural period has come to a close . There 
are so many seeking new additional earnings , and so many 
debts are piled up on the surface of the land, that one 
inevitably comes to think: Couldn't  payment be extracted 
from underneath the arable layer? For you realize , that a few 
hundred thousand Englishmen digging coal . . . earn for 
themselves and for all of Europe , just as much as tens of 
millions of Russians sowing and reaping rye . .  

The danger of free trade 
In conclusion, I consider it necessary to say that one of 

the collateral causes for the appearance of this work is the 
circumstance that in our Russian literature very often, and in 
the current literature even too often, there are to be found 
works of the so-called free trade tendency,  where it is usually 
asserted that protectionism is only supported in Russia by 
people who lack scientific training, and for petty , self-serving 
ends. 

Belonging to the small circle of Russians who have given 
their entire lives to science , who own neither factories nor 
plants , and knowing that contemporary science has uncov­
ered crude untruths and omissions in the "classical" and "or­
thodox" teachings of the free trade school , and, finally , 
seeing that the historical and experimental-that is the real­
path of study of political economy leads to different conclu­
sions than those of the freetraders , which are taken on faith 
as "the last word in science"-I consider it my duty, partly 
in defense of truly contemporary , progressing science, to say 
openly and loudly that I stand for rational protectionism. Free 
tradism as a doctrine is very shaky; the free trade form of 
activity suits only countries that have already consolidated 
their manufacturing industry; protectionism as an absolute 
doctrine is the same sort of nonsense as free trade absolutism; 
and the protectionist mode of activity is perfectly appropriate 
now for Russia , as it was for England in its time . . . .  

[Concerning] the "classics" Adam Smith and David Ri­
cardo , it is time to cease taking them at their word on every­
thing . It is worth reading them, but in reading them, one 
ought to see how erroneous is their reasoning; and if someone 
does not see this , then he should not pretend to understand 
the subject . The doctrine of the free-traders may be logical, 
rational , and beautiful. That does not mean it is true . "Phlo­
giston" was very logical, rational and beautiful , but it did 
not pass the test of experiment and turned into something 
completely different , to the degree that all chemistry was 
at one time called "anti-phlogiston teaching ."  It must be 
understood , that the economic doctrines of the "nationalists" 
and the "historical school" have long since broken free-trad­
ism at the roots , and that contemporary economic science 
should , for clarity , be called "anti-free trade . "  This must, 
absolutely must be known by anyone who would speak on 
economic questions in the name of science. 
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Sergei Witte , 1912 

The fight for 
Russian industry 
Count Witte' s  appointment to th� Ministry of Finance com­
mission to draft the 1 89 1  tariff law came as he was finishing 
his Russian-language edition of Friedrich List's  National 
System of Political Economy, a work Witte called "the solu­
tion for Russia . "  Witte shared lList ' s  view, that railroads 
were vital for large-scale natidnal development , and for 
drawing the rural population i,to an increasingly urban-
oriented society . i 

One year after the tariff was �naugurated, Witte replaced 
Vyshnegradsky as minister of fir/ance . He initiated financial 
reforms to accelerate the influx ot foreign capital , and capital 
accumulation domestically . In �894 ,  he ended speculation 
on the ruble on the Berlin money tnarkets , by secretly buying 
up rubles and then pulling the plreg on speculators when their 
contracts came due. He reorganized the state bank to issue 
loans for industry, and created � network of state savings 
banks , both to "awaken the restlessness of enterprise" in the 
peasantry and working populatibn ,  and to increase capital 
formation. Every railroad station and school was authorized 
to install a bank branch. 

In January 1 897 , Witte plac4d Russia on the gold stan­
dard, calling this "one of the greatest successes in the peace­
ful cultural development of mankind . "  This measure, cou­
pled with the 1 894 stabilizatiorl of the ruble , created the 
conditions for a rapid influx of l foreign capital , which in­
creasingly took the form of investment in founding chartered 
companies and industrial works, rather than credit to the 
government . 

Scientist Dmitri Mendeleyevls assertion in the 1 89 1  tar­
iff report , that "Russia has now reached the period at which 
the already existing germs of manufacturing industry must 
develop with tremendous pace ," Was becoming reality. Rail­
way development is exemplary: The 5 ,400-mile Trans-Sibe­
rian Railroad was completed on schedule in 1 903 ; the 
amount of track laid from St . Petersburg to the Crimean Sea 
tripled. Railroads were the largest single industry in the 
country , employing 400,000 people in 1 900 ,  and were forc­
ibly transforming other sectors . The metallurgical industries 
were developing apace, while approximately one-half of all 
finished metal products were railroad tracks. The oil and 
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chemical industries were operating at full throttle ,  and coal 
production in the Donets basin tripled between 1 892 and 
1903 . 

Under Witte' s  direction , government structure and fi­
nancial policy were reorganized, in order, as he put it , to 
"give the country such industrial perfection as has been 
reached by the United States of America, which firmly bases 
its prosperity on two pillars-agriculture and industry ."  

The Ministry of  Interior and the Ministry of  Agriculture 
and Domains remained strongholds of the landed nobility , 
who for the most part supported an alliance with England 
and perpetuation of Russia's  role as chiefly a grain exporter. 
Chipping away at their areas of control would not be enough, 
as Witte 's  eventual defeat in 1 905 showed. Agriculture re­
mained backward and hobbled comprehensive industrializa­
tion. Although Russia' s industrial growth was among the 
most rapid in the world, over seven-eighths of the population 
lived at subsistence level in rural villages . 

In his 1 890 budget report for the Ministry of Finance , 
Witte wrote , "The railroad is like a leaven, which creates a 
cultural fermentation among the population. Even if it passed 
through an absolutely wild people along its way , it would 
raise them in a short time to the level requisite for its oper­
ation. "  

Witte called the landed nobility "parasites with exagger­
ated hopes of government assistance ."  He openly advocated 
the dissolution of the rural communes, a form of land tenure 
that kept the ex-serfs in bondage, observing , "I doubt wheth­
er a man can be found, who could carry through the change 
from obshchina [commune] to the individual farm basis , so 
necessary for economic progress ."  

In  his Memoirs, Witte analyzed the immorality of  the 
oligarchy in Russia: "Speaking of our nobility, I feel im­
pelled to say again that I am a hereditary noble . . . and that 
I am aware that some nobles are truly noble , men who are 
concerned for the entire people , particularly the weak. Such 
nobles were the ones who worked out the reforms of Emperor 
Alexander II , but, unfortunately , they are in the minority . 
Politically speaking, the majority of the nobles constitute a 
band of degenerates who are concerned solely with their 
own interests , their own appetites ,  and it is they who direct 
their efforts at extracting favors from the government at the 
expense of the people . "  

Meeting his domestic opposition head on, over what was 
to be done for the peasantry, Witte wrote in an October 1 898 
memorandum to Tsar Nicholas II: "The peasant, while person­
ally free, still finds slavery in arbitrariness, lawlessness , and 
ignorance. . . . Slavery robs the individual of the impulse to 
improve himself." He reported that "rural education remained 
not only behind Europe, but behind Asiatic and transatlantic 
countries as well . It is necessary to move energetically; a dark 
[ignorant] people cannot be perfected." He also condemned 
the whippings meted out by peasant courts, since this practice 
"killed God in human beings ." 
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Count Witte's 'Lectures 0," Political Economy 
and State Finance' ; 

The following excerpts are t�ken from Witte' s  two-vol­
ume Lectures on Political Econoqty and State Finance, pub­
lished in 1912 . The Lectures oriainated as classes for Tsar 
Nicholas II's  brother and, at the q.me, heir, the Grand Duke 
Mikhail Alexandrovich, whom Pryme Minister Witte tutored 
after 1900. A decade later, out of power, Witte published 
transcripts of the lectures. Ou� translation, by William 
Jones, isfrom the 1913 German fdition, published by Josef 
Melnik. Subheads are added. 

On what basis economic activity should be conducted will 
be the subject of investigation when we discuss international 
trade; in passing we should note that only three states­
England, Belgium and Holland-have considered it advanta­
geous to introduce free trade; all qther states are adherents of 
a protectionist system of tolls . We would also like to note 
that in the economic literature , th� number of those proposing 
protectionism are increasing , and there is a growing under­
standing of the defects of the theory of the English school , 
which claims that free trade is advantageous for all countries , 
regardless of their level of development. 

The English school of natioqal economy has attributed 
much too great a significance to the division of labor among 
nations and to the economy of labor, which asserts that each 
country should produce only tho,e products , which, thanks 
to the peCUliarity of its soil , its climate , and its mineral depos­
its , it can produce more cheapl}! than other countries , and 
whose production , therefore , would represent a more eco­
nomic utilization of the world' s  productive forces . The writ­
ers of this school view the world as a mammoth workplace, 
in which each country produces pnly those goods , which it 
can produce in the most effectiye manner, and, therefore 
leads to the best possible utilizatic;m of the productive powers 
of our planet and of humanity . 

. 

Such a conception, however, is much too one-sided, and 
disregards the significance of in�rnational trade; its imple­
mentation , without taking into c�nsideration the level of in­
dustrial development that the

' 
country in question has 

achieved, can fully paralyze th� productive forces of the 
country and inflict great unhappi(less on its people; its intro­
duction in all countries of the w�rld would lead to the sup­
pression of the industrially weak�r countries by the industri-
ally stronger. , 

In such a manner the Unite� States , thanks to its size 
and the fertility of its agriculture , iproduces grain under much 
more advantageous conditions thlln do the western European 
countries . If the import of A�erican grain deprived the 
French farmer of the possibility of producing grain, what 
would he then do? Should he then, might you say ,  occupy 
himself with wine production? aut then, how would such 
an extraordinary wine productici)fl be disposed of? France 
finds itself in the same unfavor�ble position with regard to 
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the silk production of China, the wool production of Austra­
lia, and the beef production of Argentina. Should then the 
French farmers , who constitute half of the population of that 
country, leave their farms and move to the cities? But with 
what perils would such a migration be associated? Perils not 
only from a purely economic point of view, but also from 
the point of view of general health, of morality , of political 
safety and of the entire future of the country? And, further­
more, where would the masses migrating to the cities find 
profitable work? Each country must strive to diversify its 
production and introduce all innovations as soon as they 
appear compatible with the climate and with the natural 
resources of that country . . 

Population density 
The most important factor determining the transition 

from one level of economic production to another, is the 
increasing population density . . . . Let us assume that by 
means of hunting alone, one can feed on one square kilome­
ter of land no more than 40 people; the surplus population 
will find no food and will die . Only with great effort, does 
man slowly learn how to tame animals and gradually shifts 
to a more pastoral form of life,  a transition which permits 
him to feed a greater number of people and guarantees him 
a more certain livelihood. . . . 

Increasing popUlation density compelled man to exert his 
intellectual powers and to discover new methods for the greater 
cultivation of the soil. . . . In this way, agriculture progressed 
and cattle-raising became a mere adjunct to agriculture; in the 
period of farming, people became settled . . . .  

In our time, in all the countries of western Europe as well 
as in Russia , the growth of national wealth out-distanced 
population growth: The wealth of nations grows more rapid­
ly than does the population. And this is possible, thanks to 
the extraordinary progress of the natural sciences , and their 
ever broader application in the technology of commodity 
production . Without going into its many other causes, we 
see already that the introduction of machinery into produc­
tion has increased the productivity of human labor more than 
tenfold . . . .  

Every form of labor is associated with a particular use 
of man's  physical and intellectual powers . Even a purely 
physical exertion of human powers requires the presence 
of man's  intellectual capabilities ,  and vice versa, creative 
intellectual activity is always accompanied by the expendi­
ture of some muscular exertion. As , however, in any form 
of labor generally, either the physical element or the creative 
element predominates , leading us to characterize it as either 
physical or creative labor . . . .  

Knowledge is one of the most essential forms of capital . 
The entire history of the process of production testifies irre­
futably, to the prominent role played by this form of capital . 
You cannot imagine any form of capital , any tool , any 
instrument, any machine , any industrial installation , the de-
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velopment of which was not proceeded by the study of some 
phenomenon of nature prompting the original idea for that 
discovery . It could be said without exaggeration, that every 
machine , every chemical process , is nothing but the material 
realization of some technical , scientific knowledge . The skill 
of the workers , the talent of the leading engineers , or of 
entrepreneurs , appear in their turn as the result of a labor of 
reason, which is the fruit of knowledge, the form capital 
takes as it spreads to the broad layers of the population . . . .  

Not less important , in this respect, are the provisions for 
providing greater access to knowledge to the entire popula­
tion . The results of a broad organization of popular educa­
tion , for example , in Germany ,  became so evident that its 
influence on the development of the country's  capitalization 
should be considered irrefutable . 

Two objectives must be aimed for in education: first, to 
secure a high level of scientific organization in the education 
system, thereby expanding the fi�ld of scientific thought, to 
which we owe the most fundamental discoveries; and sec­
ond, an expanded dissemination Of general practical knowl­
edge, which contributes to raising the quality of labor, both 
physical and intellectual , on all levels . Scientific and practi­
cal knowledge , stimulated through such an organization of 
education, develop ever closer and firmer bonds , as we 
observe in Germany, by which the process of production 
and the capitalization associated with it are advanced. 

The menace of 'free trade' 
Developing their theoretically convincing, but for indi­

vidual countries , practically useless ,  axioms of free trade, 
Adam Smith and a number of his more thoughtful disci­
ples , operated mainly for the benefit of England . The 
superbly developed theory enticed even statesmen in coun­
tries with a poorly developed national economy onto the 
road of free trade; it strengthened the economic dependence 
of these countries on England, and secured for a long 
time the trade and industrial ascendancy of that nation. In 
the 1 850s and '60s , enthusiasm {or the idea of free trade 
was universal . Bitter experience , however, soon convinced 
people of the drawbacks to the untimely application of 
this theory . . . . 

In addition to the detrimental results of the untimely 
application of the principles of free trade , an unquestion­
able influence on the shift toward protectionism was 
exerted by the noted German economist Friedrich List, 
who with particular emphasis exposed the shortcomings 
of the dominant English school of economists and demon­
strated the ever-present necessity for each country to strive 
for the independent development of all its productive 
forces . 

Just as there can be no freedom in the unlimited Jtruggle 
of all individuals against each other, where the weaker be­
come dependent upon the stronger, so also in the struggle 
between peoples under the rule of the free trade principle , 
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the weaker nations become dependent on the stronger, which 
surpass them, and they are given no possibility for a normal 
development. Every country must therefore develop itself 
independently and take necessary measures to secure for it­
self the possibility of development. 

The wealth of a nation consists not so much in the sum 
of exchange values it disposes of, but rather in its labor and 
in the diversity of its productive forces , which create those 
values and for whose benefit it must strive for a many-sided 
development. But the single individual cannot accomplish 
this by himself; this is the function of the state, the nation , 
which comprises the link between the individual and man­
kind. Every nation traverses a series of successive stages 
of development, the highest of which is the commercial­
industrial phase . A policy of protectionism, the establish­
ment of primarily moderate customs duties ,  serves as a means 
to the achievement of that highest phase . 

List has penetrated deeper into the meaning of protection­
ism; he saw in it only a temporary school for the nation, a 
means to defend its national freedom, and a potentiality 
for unfolding the powers of the nation in order to more 
extensively participate in the labor of the world. He is the 
first one to establish the relationship between protectionism 
and nationalism, but not a narrow-minded nationalism striv­
ing only for a greater amount of goods for itself and at the 
cost of others , but rather a nationalism of a higher order. 
Each nation must develop all its capabilities in order to 
acquire , in the broader universal labor process and in free 
exchange with other nations, the opportunity to contribute 
as much as possible to the treasure house of the world. 

Malthus refuted 
The basic idea of Malthus ,  that the physical universe 

places a limit on population growth and on further develop­
ment to the extent this is conditioned by a greater population 
density , may be correct, but at a point so far in the future that 
it cannot be foreseen. With regard to the present, the theory 
of Malthus is deprived of all practical significance . The im­
provements achieved in technology have shown themselves 
to be so great, that, for individual regions , a much more rapid 
increase in production than in population has been possible 
for a long period of time . . . . 

How little practical use the malthusian theory has , is best 
seen in the example of the United States of America, whose 
population growth Malthus took as the basis of the exposition 
of his well-known progressions . Since the end of the eigh­
teenth century , when the "Essay on the Principle of Popula­
tion" was first published, until the present time, the popula­
tion of the Union has found itself in rapid growth; in spite 
of exporting enormous quantities of grain to the European 
countries ,  there can be seen no disparity between foodstuffs 
and the demand for them by the native population, but rather 
it has proven to be possible to even accept around 12  million 
immigrants and their progeny and to feed them. 
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Book Reviewsl 

Witte : Tariff pelped 
build our industIy 
by Denise Henderson 

The Memoirs of Count Witte 
translated by Sidney Harcavre 
M.E. Sharpe. Armonk. N.Y. J 1 990 
885 pages. hardbound. $39 , 95 

The writings of Count Sergei I,levich Witte ( 1 849- 1 9 1 5) 
have not been generally available in English , but historian 
Sidney Harcave has translated and edited a new and more 
complete translation . Few efforts �ould have been more apro­
pos: As of this writing , the Sovi¢t Union will formally pass 
from existence on Jan .  1 ,  1 992, i  and the crucial battles for 
the newly freed republics will revolve around the same issues 
as Witte 's  efforts to stop the inrQads of Adam Smith's  "free 
trade" into Russia. 

Harcave' s  introduction provides a helpful thumbnail 
sketch of Witte 's  life and careen He documents that Count 
Witte wrote three works , two of Utem draft memoirs , which 
have been edited and translated into seven languages. Anoth­
er, which Harcave excerpts briefly in the Memoirs, was The 
Origins of the Russo-Japanese War, in which Witte docu­
mented his efforts at war-avoi4ance , beginning with the 
trans-Siberian railroad. Harcave points out that much of the 
material in the Memoirs assumes'the reader has access to the 
former work, which included a flJll volume of documents . 

i 
The following excerpts from Wi(te' s  memoirs were written 
around 191 1 ,  after his ouster from government. 

I feel obliged to speak of the re$ponse to my proposal that 
with the construction of the Siberian Railroad there should 
come greater migration from E�pean to Asiatic Russia. 
. . . Such a movement would he.p thin out the population of 
European Russia and thus make it easier to improve the peas­
ant lot there and, in the long ru., help the railroad pay for 
itself by developing Siberia. 

Yet the idea, far from receiving support , met with hidden 
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opposition , of a kind appropriate to the mentality of the days 
of serfdom, of the Middle Ages . Many of our influential 
landowners and their supporters among the Petersburg bu­
reaucracy,  particularly Ministry of Interior Ivan Nikolaevich 
Durnovo, considered my idea harmful . . . . They, of course , 
preferred a dense peasant population that would be forced to 
pay high prices for land or accept low agricultural wages , 
under the goad of hunger. . . . 

As indicated earlier, under Emperor Alexander III we 
began a shift from private to governmental construction and 
operation of the railroads , a shift that was to be completed in 
the reign of Emperor Nicholas II . The new policy was and is 
based on the belief that railroads have a major importance 
for the state and that private enterprise , which is · basically 
concerned with private interests , cannot adequately serve 
the interests of the state in this field . Consequently ,  both as 
minister of ways and communications and as minister of 
finance, I carried out a policy of buying up privately owned 
railroads as well as promoting construction and operation of 
new railroads by the government. . . . 

After working with railroads for 40 years , it is my convic­
tion that all strategic considerations concerning the routing 
of railroads are chimerical , that the state will benefit far more 
if it is guided exclusively by economic considerations in such 
matters . How we have wasted money is shown by the fact 
that for 30 years we built railroads for use in a war in the 
West, but in the end we had to fight in the Far East. 

During my tenure as finance minister, industry grew so 
rapidly that it could be said that a Russian national industrial 
system had been established. This was made possible by the 
system of protectionism and by attracting foreign capital . 

I was criticized by some blockheads for building up in­
dustry too rapidly .  Also, I was criticized for using "artificial 
means" in promoting industry . What does this phrase mean? 
By what means other than artificial can industry develop? 
Everything that man does, is,  to a certain degree, artificial . 
Only barbarians manage to live without artificial means . In­
dustry has always been developed by artificial means, and 
the artificial measures I employed were far weaker than those 
employed for the same ends by other states. This , of course, 
our salon ignoramuses do not know. 

Our landed nobility attacked the protective tariff of 1 890, 
but that tariff helped us build our industry, as did the influx of 
foreign capital . Unfortunately , in addition to the hindrances I 
encountered in attracting foreign capital , I encountered oppo­
sition in the Committee of Ministers . . . to my efforts to 
improve legislation regarding the establishment of corpora­
tions. 

Generally speaking, the importance of industry is not 
appreciated or understood. Only a few men, like Mendeley­
ev-that great scientist and scholar and my devoted associate 
and friend-understood its importance and tried to enlighten 
the Russian public about it . I hope that his book on the subject 
will be of use to Russian society . . . . I 
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It should be noted that the growth of railroads and indus­
try under my direction took some 4 to 5 million working 
adults (a total of 20-25 million �rsons , if one includes th� 
families) off the land. This meartt, in effect, an increase in 
the amount of available land by 54-67 million acres . Of 
course this meant only a slight inCirease in labor productivitY. 
To raise productivity significantly we must see to it that the 
people , particularly the peasantry, have both the incentive 
and the opportunity to work more productively. 

Witte recalled his efforts to prevent the pro-war faction from 
gaining ascendancy over Nicholas II. He described how the 
Russian ambassador to Constantinople, Alexander Nelidov, 
wanted to create "incidents that would allow us to gain con­
trol of the Upper Bosphorous. "  

It turned out that I was the onl� one . . . who objected, 
and very strongly, sharply , and decisively, to the proposed 
venture . I pointed out that this undertaking would lead in 
the direction of a European war i that would undermine the 
excellent political and financial situation in which Emperor 
Alexander III had placed the Rus$ian Empire. 

In an 1897 discussion of tariff p(Jlicy, Witte briefed Kaiser 
Wilhelm on his vision of war-avoidance: 

! 
Imagine , Your Majesty , the European countries united in 
one entity, one that does not waste vast sums of money, 
resources , blood, and labor on riWllry among themselves, no 
longer compelled to maintain armies for wars among thellJ­
selves , no longer forming an armed camp, as is the case now, 
with each fearing its neighbor. If that were done, Eurppe 
would be much richer, much stronger, more civilized, not 
going downhill under the weight! of mutual hatred, rivalry, 
and war. 

The first step toward attaining this goal would be the 
formation of an alliance of Russia, Germany, and France. 
Once this were done, the other countries of the European 
continent would join the alliance . i As a consequence, Europe 
would be freed of the burdens created by existing rivalries: 
Europe would be mighty, would be able to maintain a domi­
nant position for a long time . But, if the European countries 
continue on their present course� they will be risking great 
misfortune . 

Notes 
1 .  Mendeleyev's 1906 book, Toward a Knowledge of Russia. empha­

sized that the most important resource for Russia's development was the 
creativity of the human mind: "Not only 10 billion. but a population many 
times that size will find nourishment in : this work, not only thro!lgh the 
application of labor, but also through t1f. persistent inventiveness which 
governs knowledge. This philosophy of �ean-Jacques Rousseau and now 
of Tolstoy, for a back-to-nature existence, is semichildish. Because in a 
patriarchal society, as well as among high�r animals. there is a definite limit 
to growth, but human beings taken as a whole recognize no such limit. "  
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If France had followed Paul Cauwes, 
World War I could have been avoided 
by Jacques Cheminade 

As the author developed in an EIR feature in the Dec. 13 
issue, entitled "Will We Repeat the Blunders That Led to 
World War J?" it was the retreat of the French political 
leadership in the 1890s from a head-on challenge to Great 
Britain' s  imperial designs in Africa, as well as to British 
free-trade ideology, that set the world on the course to World 
War I. The passage below is adaptedfrom a three-part article 
written for the French newspaper Nouvelle Solidarite , 
"Fashoda, When the Storm Clouds Brought the Storm, " 
translatedfrom the French. 

The tragically unrealized potential of the French "American 
System" faction was exemplified by the government of Jules 
Meline, prime minister of France from April 29 , 1 896 to 
June 1 5 ,  1 898.  This was an exceptional political longevity 
for that era-almost 26 months. 

In 1 896, French capital was not yet inalterably oriented 
toward ground rent and overseas investment. A great indus­
trial and agriCUltural mobilization was still possible-one 
Which could have turned France toward the productive econ­
omy of peace and a system of mutual economic development 
on the European continent. The railroads of Meline's  Foreign 
Minister Gabriel Hanotaux, instead of becoming the means 
to move troops rapidly toward the front, could have become 
the bearers of economic growth in the heart of Europe . 

That promise was thwarted after, on June 14,  1 898,  the 
first Anglo-French accord over Africa was signed. This was 
a general convention delimiting spheres of influence and cov­
ering the length of the continent, from Senegal to the Nile 
basin . One day later Meline's  government fell, and Gabriel 
Hanotaux left office permanently . Later that year came the 
French humiliation at Fashoda that ended the dream of a 
trans-Africa railway. 

If Meline had been able to consolidate power, the force 
which he represented would not have been sidetracked into 
the conflicts which he considered to be "weakening"-anti­
clericalism, monarchism, militarism, or colonialism. Jules 
Meline was the president .of the Customs Commission in the 
National Assembly , and also president of the Association of 
French Industry. The speech he gave on May 1 9 ,  1 893 at the 
Palace of Consuls in Rouen is a vigorous and documented 
broadside against British liberalism and free trade . 

Meline explained how the general tariff of 1 8 8 1  and the 
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tariff conventions of 1 882,  which had reduced customs duties 
across the board, had threatened tQ ruin French industry and 
agriculture . "The industries sacrificed by the treaties have 
continued to vegetate at a miserable level ," he asserted. He 
showed how , in the name of natiopal production, he and his 
friends in industry and agriculture had succeeded by 1 893 in 
at least "arresting the victorious march of free trade . "  

To "save the nation's  agriculture from an irreparable di­
saster," they had passed protective �aws for the sugar-refining 
industry , livestock, and wheat, in 1 884-85 , and in 1 892 
passed a new "safeguard tariff' for agriculture and industry 
which "increased the minimum tariff by some 25-30% over 
the previous tariffs established by the convention. "  Meline 
lambasted "the general staff of free trade which is in Paris.  
It  is made up of the bigshots of fin�ce, the big importers and 
speculators who work with foreigI) products . "  

H e  attacked the pro-British �dia: "The masters of the 
financial markets , the free-traders , . .  have possessed them­
selves of the major press in order to operate on public opin­
ion. . . . That is their power. . . . Pur Association of French 
Industry , on the other hand, is in a miserable state . "  He 
proposed, then, to create a major daily political and economic 
journal , capable of defending "the national economy," a "Re­
public of work and progress . " 

Meline and the industrial patty around him had well 
learned the ideas of the great German economist Friedrich 
List . It is to these far-sighted men :that France owes , in great 
part, her relative progress at the beginning of the twentieth 
century . The harshest enemies of British liberalism, they 
were doubtless were among those who understood it best in 
Europe. Their inspiration was a professor of political econo­
my, Paul Cauwes , who was the president of the national 
Society of Political Economy , While Jules Meline was its 
honorary president. 

'The National Economy' of Paul Cauwes 
In his note published by The R�view of Political Economy 

on Jan . 1 2 ,  l 898-in the era of .Prime Minister Meline­
Paul Cauwes brilliantly situated the ideas of List in the Euro-
pean and French context. I 

He first attacked the "doctrinllirism" which came from 
England and for which "political economy is a science of 
things , and not of man . " This "liberal school ,"  he continued, 
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had committed the error "of applying purely logical reason­
ing to the science of economics . "  He saw its origin in the 
work of Quesnay and Adam Smith , with an optimistic tone 
in the beginning, when ground rent or financial profit was 
safe . Then, necessarily , this method of thinking became 
"pessimistic ,"  because it did not take into account the produc­
tion of goods, or life ,  but only the revenue from things which 
already existed , and which necessarily diminished with time . 
Cauwes saw two "pessimist" schools deriving from this ini­
tial matrix . The one which was more properly liberal and 

"Nations have other goals thanjust to 
make aJortune in the most direct 
way; an increase in riches is Q[ little 
significance if it is acquired at the 
expense Q[ the progressive 
development Q[ industrial power. " 

financial , was that of Ricardo and Malthus , leading directly 
to "contemporary malthusianism. "  The other school deriving 
equally from the analysis of Ricardo and Smith, led to a battle 
for the possession of things ,  which destroyed the solidarity 
between those who produced them; that was the "school of 
Proudhon, of Lassalle , and of Marx . " 

To these two schools-apparently opposed, but in fact 
two branches of the same stem-he contrasted in the nine­
teenth century the efforts of "Carey and of List . "  This was 
the "principle of the union and solidarity of the productive 
forces ," and "at the same time the principle that governments 
have the mission to protect [the productive forces] against all 
perils , from within or without ."  Cauwes underlined that this 
"school of national economy" had as its name "mercantilism, 
held today in such low esteem," even though it was "at the 
root of the existence of our industry and our agriculture . "  

In a century i n  which Jean-Baptiste Say had s o  popular­
ized free trade and liberalism in France that he had made of 
it "the only possible doctrine"-like today's  "market econo­
my"-Cauwes showed that France's  real tradition was the 
opposite , preceding and nourishing the work of Friedrich 
List: "National political economy is , in fact, the taking up 
again of a truly French tradition . France is the country of 
Sully and Laffemas , of Henri IV, of Richelieu and of Col­
bert ."  He cited , too, Galiani and the inquiries of Antoine de 
Montchn!tien on the various branches of production , un­
derlining that this step rested on two notions: 

• "The unity of the national economy," the perception 
of the nation as a single productive enterprise; 

• And the "necessity of intervention by the public power, 
in the interests of the economic production of the country . "  
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This is because , for Cauwes , " free initiative and govern­
mental action are not antagonistic . "  "There remains to the 
state a role which is great enough: that of arbiter and modera­
tor among opposed interests , thllt of the proctector of our 
industries against unfair competition , of centralizer of eco­
nomic information , of creator of its own supplementary orga­
nizations to stimulate and support courageous entrepre­
neurs . "  

It i s  this conception which i �  fundamental-that o f  the 
state as "defender of national labor" which must "maintain 
the workers in a continual state of productivity"-for this is 
utterly opposed to the liberal thesis , that "liberal school 
which has sown among us the idea that the state is a necessary 
evil . "  

Transportation is  productive 
The debate was particularly : lively on the question of 

railroads .  The pro-Rothschild f�ction of Raynal , Rouvier, 
and Say handed them over to the �orporations , conceiving of 
the railroads as being a punctu�l "service,"  as fixed-price 
transportation of merchandise amd of passengers from one 
place to another, belonging "nallurally" to the financier in­
terests . 

Cauwes went to the heart of the debate, even though to 
do so he had to contradict Carey , to whom he nevertheless 
gave "the title of the best economist of labor. "  For him, 
"the industry of transport" was 1I10t a "service ,"  but a truly 
"productive industry ," for "production consists in any and 
all actions of which the effect is lihe movement of material . "  
H e  included i n  this the transport �erformed b y  th e  extractive 
industries , which searched for tninerals in the earth, and 
"transported" them to factories . 

He also believed that transportation should not be left to 
the financial interests , which COUld not see in transportation 
its long-term "profitability,"  its infrastructural impact. In a 
report of November-December 1 895 , Cauwes asserted that 
"the nationalization of a specific' branch of industry" might 
become necessary; under conditipns in which "we discern in 
that branch the character of service to the collective interest ."  
When an industry was menaced : by financiers' control , the 
state must intervene to assure the lpriority of industry , diffus­
ing its effects throughout the entire economy . 

Cauwes concluded by proclaiming his absolute opposi­
tion to the "school of Smith": "a national economy based on 
other perspectives and other expectations than the program 
of buying as cheap as possible , and selling as dear ."  

In his Course on Political Economy, printed in 1 893 , 
he defined the object of his stu<fy as being "the science of 
managing private firms and state�r-the notion ofthe nation­
al economy which is encountered in Friedrich List. The ob­
ject of this science is to realize "the productive power of 
labor," which "is not the result of the qualities inherent in 
things ,"  but "varies not only according to the state of the 
industrial art, and advances in mechanical processes , but also 
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with the energy of the individual , with family morals and 
customs, with national traditions,  and according to social 
combinations---division of labor, association: everything 
which can constrict or reinforce industrial relations . "  

It was from the standpoint of this active notion , which 
defines economics not as a "science of things ," a dead logic , 
but as a science of the production of things, of "human cre­
ativity ," that Cauwes attacked Herbert Spencer, Huxley , and 
Bagehot, "the chieftains of this new school in England whose 
precursors were Cabanis and Gall . "  He demonstrated that 
Spencer' s  theory-the Victorian ideology of "social Darwin­
ism"-leads to a "biological sociology," to a pure "social 
determinism" which "has no place for free will . "  "A modem 
theory ," he said, "which is connected with, on the one hand, 
the utilitarian doctrine of Bentham and John Stuart Mill ; 
and on the other, with the Darwinian theory of evolution , 
assimilating social science to biology; that would be a simple 
natural science governed by the laws of matter. "  He asserted 
that this British school, no matter what it claimed, was in the 
process of placing human behavior on the same level as that 
of the animals. 

Cauwes demonstrated the malthusians' bad faith, even 
according to their own terms: "The absolute doctrine of free 
trade is found among the same economists who hold to Mal­
thus' s  population theory , so narrow I y nationalist . . . . For 
the markets , the territorial boundaries of states do not count, 
whereas , when it comes to the means of subsistence, one 
must tremble before the menace of overpopulation ."  

Finally, in  analyzing the systematic anti-natalism of  John 
Stuart Mill , he laid bare the foundations of the British system: 
"To penalize population growth . . . is an eccentric opinion; 
if we admit that population is not regulated by free decisions , 
there is , logically, only one institution which can contain or 
increase changes in population-and that is slavery !" (Vol­
ume II , page 63 of his Course on Political Economy, 1 893 , 
Larose and Forcel , editors . )  

A s  opposed to these fixed conceptions-relations of slav­
ery between human beings or between countries-Cauwes 
elaborated his conception of the self-development of nations :  
"Nations are in the continual act of transformation , of devel­
opment; it is therefore inaccurate to suppose them to be pas­
sive and immobile . . . .  

"Normal nations (in the sense in which List uses the term) 
are complete organizations;  their economic system resembles 
the physiology of the most perfect living beings; the multiple 
parts which make them up-the crops , the factories, and the 
commerce-are intimately associated and subject to a law 
of internal growth (interdependency): like the organs of the 
body, they languish or flourish together."  

The goal of  leadership i s  "to develop the productive forc­
es in a harmonious fashion," and "to guarantee national inde­
pendence" in "augmenting productive employment for the 
profit of national labor ." There is thus a sort of generalized 
labor to organize , a "great national production" which is 
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never achieved in any given moment, but is a "continuing 
creation"; and "it cannot come into being without pro­
tection. "  

And s o  we come to the necessity and the justification 
for the protectionism so much attacked by the liberals , who 
pretend to see in it nothing but "an unhealthy safeguard of 
interests ," the desire to maintain enterprises "artificially ," 
"without competition . "  Cauwes turned the argument against 
them, starting from the necessity of producing , the economic 
and moral necessity of not leaving . population unemployed: 
"Without doubt, nations ought to ebrich themselves through 
reciprocal commerce , but above all , they have to live and to 
progress; now, with this goal , it lis necessary to arrive at 
methods of developing the productive forces with which na­
ture has endowed them. The real question is thus to determine 
which exchange system most favors the industrial growth of 
societies . "  "Commercial freedom'" runs the risk of "depopu­
lating the countries whose industries are not in a condition to 
weather competition,  because they are becoming tributaries 
to foreigners . "  And so , inevitably, "free trade leads to the 
ruin of the competitors" which are weaker or newer, and 
"thus to monopoly. "  

The free-traders , under their !"generous" theories and 
their fallacious version of freedom, are nothing but hypo­
crites who want to "hold onto their! markets . "  

Cauwes was , however, not an absolute partisan of protec­
tion in opposition to the absolutists pf free trade; he conceived 
of "protection" as a necessary means, and not an end in itself; 
the end was the development of the productive forces , the 
progress of labor. "The protection of national industries ," he 
emphasized, "thus constituted is , J!Ilost often , not perpetual; 
it is a transitional system favorable to industrial education; it 
is a trusteeship which ought to come to an end naturally when 
the age of full economic development is arrived at . "  

Cauwes denounced the direction in  which the French 
economy was headed at the close of the nineteenth century. 
It is erroneous , he insisted , to judge the impact of commerce 
on national wealth solely from the [point of view of the value 
of trade and the accumulation of capital . "Nations have other 
goals than just to make a fortune i� the most direct way; an 
increase in riches is of little significance if it is acquired 
at the expense of the progressive development of industrial 
power."  

It should be  recalled that France was a great investor 
worldwide in 1 9 14,  a country dominated by "income" and 
the ideology of the rentier, a country of whose private income 
between 3 . 6  and 5 . 2% was , in 1 908,  converted into "Russian 
funds . "  Yet, it had seen its sharel of the world' s  industrial 
production drop from 9% in 1 880, lto 6% in 1 9 1 3 .  

Cauwes, in defending " a  syst$1 of trusteeship and pro­
gressive industrial education," defined the appropriate 
path-the one which made it possible to avoid wars-which 
ought to have been followed by France and by Europe at the 
end of the nineteenth century . 
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�TIillMore Distant Lands 

Hamilton's ghost haunts 
Washington from Tokyo 
by Kathy Wolfe 

Shocking as it seems, the nation of Japan is the greatest living 
"success story" today of Alexander Hamilton, Friedrich List, 
Henry Carey, and the American System of Political Econo­
my. It is Hamilton' s  success , in Japanese form, which has 
come back to haunt a United States now grown weak and 
decadent by its rejection of Hamilton' s  programs . 

Despite ignorance of most Americans and Japanese today 
of the facts , modem Japan was founded when a handful of 
Japanese intellectuals ,  lead by Yukichi Fukuzawa, Toshimi­
chi Okubo, and Shigenobu Okuma, created an American 
System Renaissance in Japan in the 1 860s and 1 870s , mod­
eled on Abraham Lincoln' s  programs . Traveling to the Unit­
ed States , Germany, and Europe, and bringing back with 
them American advisers and professors , this Japanese elite 
based themselves explicitly on the writings of Hamilton, 
Friedrich List, and Henry Carey. 

They adopted List' s  term "American System" for their 
plan to promote national industrial production, technology ,  
and the elevation ofthe common man through education. List 
and Carey were widely translated into Japanese . "America is 
our Father," wrote Fukuzawa in his newspaper. Without the 
"U .S .A .  as chaperone of Japan,"  Japan might have been just 
another colonial satrapy, wrote Okuma in his Fifty Years of 
the New Japan . 

To found such an American System, these Japanese patri­
ots , born noblemen but ardent supporters of the American 
Constitution, formed an army to subdue the feudal Tokugawa 
warlords and restore central government to the young Emper­
or Meiji in 1 868 , an event known as the Meiji Restoration. 
Behind the new government were the leading students of 
Henry Carey, who later dubbed themselves the Meiroku 
(Sixth Year of Meiji) Society . During the next quarter-centu­
ry as a result of their adoption of Hamiltonian economics ,  
Japan crushed feudalism, created a Constitution and parlia-
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ment, doubled its population , built a national railroad, found­
ed modem universities , and more than quintupled industrial 
and agricultural output. 

The Meiji leaders were explicitly opposed to the British 
free trade system of usury . They were consciously allied 
with the Lincoln forces in America, the Christian republican 
movement of Dr. Sun Yat-sen in China, and humanists in 
Korea to create a community of American System nations in 
Asia, in order to halt Britain' s  Opium Wars which were 
enslaving the continent. 

While it is often said that the Meiji imitated only the 
trappings of the West, buying a few machines but remaining 
internally an Asian despotic culture, in fact Fukuzawa and 
his collaborators rose to the level characterized by Friedrich 
Schiller as "a patriot and a world citizen . "  They realized that 
only by promoting the highest ideas developed by humanity , 
many of which originated in European Christian civilization 
but which belong to all men, could they save Japan from 
subjugation by the British fleet as suffered by the rest of Asia. 

In order to do this ,  Fukuzawa wrote in his Jiji Press 
newspaper, it would be necessary to join western culture and 
"to liberate Japan from the dregs of Chinese philosophy": 

'''The final purpose of my work was to create in Japan a 
civilized nation as well equipped in both the arts of war and 
peace as those of the West. I acted as if I had become the sole 
functioning agent for the introduction of western culture. . . . 

"I regard the human being as the most sacred and respon­
sible of all orders , unable therefor�, in reason, to do anything 
base . So in self-respect, a man cannot change his sense of 
humanity , his loyalty or anything belonging to his manhood, 
even when driven by circumstances to do so . . . .  " 

Later, in the twentieth century, it was Britain which 
broke up the Japano-American alliance, and then obliterated 
all word of it from the modem record. Just as the British 
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attempted to break up the United States itself by financing 
the Confederacy in the Civil War, Britain sought to prevent 
the development of any industrial state in Asia which might 

' follow the American model , and refuse to kneel to the British 
Empire . After the Meiji Restoration, Britain feared that an 
alliance of the technology of the United States and Japan 
might end the British System. To these ends the British creat­
ed the Russo-Japanese War of 1905 and eventually World 
Wars I and II . 

We present here the facts which Britain has tried to cover 
up for a century, in terror that the United States and Japan 
might ally again to re-industrialize the world based upon our 
common Hamiltonian heritage . 

The collapse of Chinese feudalism 
The tremendous job done by the Meiji intellectuals is 

underlined by contemporary accounts of the disaster to which 
500 years of Chinese-model feudalism had brought Japan 
by 1 800. The population had been held at zero growth for 
hundreds of years at the 30 million level , by food control , a 
caste system, serfdom, the prohibition of travel and trade , 
and widespread infanticide . 

Society was divided into two large castes, overwhelming­
ly the commoner castes (9 1 % ) ,  mainly illiterate peasants and 
the nobility . The basis for rule was food control . During the 
seventeenth century, the Tokugawa war lords at Edo (Tokyo) 
had made themselves Shogun (military dictator) by force and 
taken power from the Imperial Court at Kyoto. They held the 
peasants as serfs , tied permanently to the land, forced to pay 
a large proportion of their rice crop to the local lord (daimyo) 
who in turn paid a large portion of his aggregate collection 
to the Shogunate . ' 

By the early 1 800s, this feudal structure of looting had 
broken down , creating widespread famine , epidemic , and 
anarchy. The Meiroku intellectuals acted to break Japan from 
that Chinese-model feudalism, the worst imperial tyranny 
ever known to man. Most western tracts on the Meiji Restora­
tion falsify this completely . They claim the Meiji sought to 
forge a Chinese-style Imperial Dynasty to rival the British 
Empire, and were forced to do so only by the invasions of 
western fleets . They claim that the Meiji nobility created the 
regime to perpetuate their own feudal power structure, with 
no larger moral concerns for their population.  Thus, most 
western texts claim, a pro-Nazi fascist movement in Japan in 
the 1940s was the direct outcome of the Meiji Restoration. 

This is a lie . The Meiji patriots built a state on the Ameri­
can constitutional model , for which the emperor was needed 
to unify the nation in the face of anarchy . 

Both the Meiroku leaders and the American Lincoln re­
publicans were well aware that the British were militarily 
attacking the Americas and Asia simultaneously , with the 
Opium Wars and the British finance for the Confederacy in 
the Civil War. The unloading of opium by the force of British 
gunboats upon China during the Opium War of 1 840-42, 
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which led to Britain' s  fitst colonial possession in East Asia, 
Hong Kong, caused tremendous ¢oncern in Japan and the 
United States , as did the Taiping Rebellion in China against 
Britain' s  Manchu puppet regime ( 1 850-65) and the Indian 
Mutiny ( 1 857-59) . 

The United States fought Britain with a policy for spread­
ing civilization around the globe tlIlrough commerce and in­
dustry which could help foster new republican nations to 
ally with America, not by military occupation, drugs , and 
looting. This was behind U . S .  Commodore Matthew Perry's  
sailing into Tokyo Harbor in  1 853 . .  

"When we look at the possessions in  the East of  our great 
maritime rival England, and at the cpnstant and rapid increase 
of their fortified ports , we should be admonished of the neces­
sity of prompt measures on our part ," Perry wrote before 
sailing to Japan for the first time in; 1 853 .  

"Fortunately the Japanese and many other islands of  the 
Pacific are still left untouched by th�s unconscionable govern­
ment; and some of them lie in the route of a great commerce, 
which is destined to become of great importance to the United 
States . No time should be lost, in �dopting active measures 
to secure a sufficient number of ports of refuge . " 

, . i 

The Benjamin Franklin of Japan 
The intellectual leader of the �eiji Renaissance was Yu­

kichi Fukuzawa. During the 1 840s and 1 850s , Fukuzawa 
was a member of the Dutch Studies movement, a group 
of young intellectuals who flocked to the Dutch colony at 
Nagasaki , the only venue to learn western science under the 
Shogun feudal dictatorship. There ithey studied the works of 
Johannes Kepler, among other leading western thinkers . 

In 1858 ,  ten years before the Meiji era, Fukuzawa found­
ed Keio University on part of his clan 's  estate near Tokyo, 
the first university in Japan . As soon as he was able , he 
staffed it with American professors from the school of Henry 
Carey and Mathew Carey . 

In 1 860, Fukuzawa visited America; in 1 862 , Europe; 
and in 1 867 , America again . The [ 860 trip was clandestine 
as it was illegal under the Shogun feudal lord . After his 1 867 
visit , Fukuzawa brought back as tnany American books as 
he could carry . 

Fukuzawa never joined the government, but concentrated 
on founding universities and newspapers , including Japan's 
first newspaper, the Jiji Shinpo, in 1 87 1 .  His friends from 
the Dutch Studies movement formed the first "Hanbatsu Cab­
inet" at the restoration of the Emperor Meiji in 1 868 : 

Toshimichi Okubo, the "Geo�e Washington of Japan," 
forged a faction for the American System within the Japanese 
elite . The first minister of finance in 1 868 , he became vice 
envoy of Japan in the first Meiji government mission to the 
United States and Europe, the Iwakura Mission of 1 87 1 -73 . 
He founded the Industrial Production Board, the precursor of 
today's  Ministry of International Trade and Industry (MIT!) . 

Shigenobu Okuma, Okubo's  successor as finance minis-
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ter, was the Alexander Hamilton of Japan. He set up a bank­
ing system modeled explicitly on Lincoln's  Hamiltonian sys­
tem, beginning with his foundation of the First National Bank 
of Japan in 1 873 . 

Prince Tomomi Iwakura, a leader of the Imperial Sanyo 
(Council of Advisers) was the first prime minister and headed 
the Meijis' first mission to the United States and Europe in 
1 87 1 .  The Education Decree promulgated by Iwakura in 
1 872 created the first public school system in Asia. 

Arinori Mori and Tetsunosuke Tomita, Japanese con-

The speed with which the Meiroku 
Society overthrew feudalism and 
built a nation was astonishing. and 
due to the Fukuzawa group's 
realization that Hamiltonian 
economics was a universal sCientific 
method. This science could be used 
by all humanity. just as scientj.fi.c 
inventions like electricity and the 
steam engine belong to the human 
race. 

suls in Washington and New York, respectively, worked 
closely with Carey in the U . S .  and traveled frequently to 
Japan to assist in the restoration . Tomita commissioned the 
first Japanese translations of the works of Carey and List. 

The National Bank 
Toshimichi Okubo led the drive for a Hamiltonian bank­

ing system and American-style industrialization. Upon his 
return from America in 1 873 , on the advice of Washington' s  
adviser in  Tokyo, Erasmus Peshine Smith , a student of  Lin­
coln's  economic adviser Henry Carey , Okubo founded the 
Ministry of Home Affairs and set up within it the Industrial 
Promotion Board. Okubo placed his friend Shigenobu Oku­
rna, another intellectual leader, as finance minister, and they 
founded the First National Bank of Japan the same year. 

Without the national banks , of which Okuma set up a 
series during the 1 870s , explicitly modeled upon Alexander 
Hamilton' s  1 79 1  First National Bank of the U. S . , Japan 
could never have industrialized. Japan thus became the first 
nation in Asia to found an independent state bank. For this 
reason alone, the British, who always owned the central 
bank of the nation they occupied, such as the Hongkong and 
Shanghai Bank in China, were unable to crush Japan. 

Okuma took his cue from Hamilton who, in his 1790 
"Report on a National Bank," solved the crisis of the huge 
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American Revolutionary War debt. The Continental debt, he 
wrote , should be used as specie. that is , be circulated as 
currency, and could be capitalized. used as the capital of a 
national bank, to then issue a much greater sum of credit for ' 
industrialization (see p. 1 5 ) .  

In  Meiji Japan, the state was the source of  credit, for 
feudalism had left Japan with few private money lenders , 
almost no money economy, little national debt, and no indus­
trialists . Where were they to begin? 

Okubo and Okuma constructed, a solution, based on Ham­
ilton' s  solution to the Continental debt, which eradicated 
feudalism in Japan in less than a decade . They abolished the 
ownership of Japan' s  land by the feudal samurai nobles , 
"reverting" ownership to the nation in 1 87 1 .  They did this 
by creating a national debt. paying the nobles in new govern­
ment paper-a vast transfer completed by force of arms 
where necessary by 1 876. 

The government then urged the samurai to put their new 
sums of capital into creating new industries .  Okuma' s Minis­
try of Finance created additional government debt credits to 
aid these new industrialists , and also to capitalize a national 
bank, in which the samurai were encouraged to deposit their 
cash . 

Okuma never hesitated to run large government deficits to 
industrialize, unlike International Monetary Fund-run Third 
World governments today , which put book-balancing before 
eating. The new government debt credits were issued in 
amounts as large as half again the amount of annual tax 
receipts . 

On the urging of the American advisers to beware of 
British plans for financial control , foreign loans were tightly 
regulated. When President Ulysses S .  Grant visited Japan in 
1 879, he cautioned Okuma and the Emperor Meiji himself 
against all foreign borrowing . "Look at Egypt, Spain, and 
Turkey," he said, "and consider their pitiable condition. . . . 
Some nations like to lend money t(> poor nations very much. 
By this means they flaunt their authority , and cajole the poor 
nation. The purpose of lending money is to get political 
power for themselves . "  

Japan borrowed virtually nothing abroad, i .e . , from Lon­
don, from 1 870 to 1 897 , and only then because British agents 
in Tokyo had dragged Japan into a war against China, for 
which loans became needed. 

When Okuma later became finance minister again, he 
acted to ensure that Britain' s  Hongkong and Shanghai Bank 
could also not manipulate Japan tQrough trade from the out­
side. He founded the Yokohama Specie Bank in 1 887 as a 
Meiji government monopoly ovel1 all dealings with foreign 
countries .  All foreign loans to the Japanese government were 
done in the form of purchases o£ bonds of the Yokohama 
Specie Bank, a Hamiltonian mecbanism whereby debt was 
turned into state credit for industry. Furthermore, the Yoko­
hama Bank took over the finance of all foreign trade , pre­
viously exclusively financed by Britain' s  Hongkong and 
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Shanghai Bank, which broke the British monopoly on the 
foreign exhange market in Asia. Only when British assets in 
Tokyo forced through the 1 902 alliance with Britain against 
Fukuzawa' s  Russian ally Count Witte did Japan allow British 
banks to operate freely inside the country . 

Hamiltonian industry 
The speed with which the Meiroku Society overthrew 

feudalism and built a nation was astonishing, and due to the 
Fukuzawa group' s  realization that Hamiltonian economics 
was a universal scientific method. This science could be used 
by all humanity , just as scientific inventions like electricity 
and the steam engine belong to the human race-those with 
the brains to apply them. 

The industrialization of Japan is perhaps one of the best 
examples in history of Hamilton' s  voluntarism . These intel­
lectuals conceived of the state first, and then created it, dem­
onstrating that such things can be done in any nation with 
the quality of mental leadership to buck British "free trade" 
dogma. 

The Meiji in fact avoided elevating the few big feudal 
merchant houses , such as Mitsui and Co . ,  which were close 
to the British. Instead, they created new industrialists from 
the ex-samurai , under the direction of Okubo' s  Industrial 
Promotion Board . 

"The Industrial Promotion Board had three divisions: 
Agriculture , Commerce , and Industry , but the policy aimed 
at an organized unity . While in foreign trade and shipping 
the fonnation of private companies was encouraged, in agri­
culture and industry, state intervention was more extensive. 
Public experimental stations ,  model factories , and education­
al institutions ,  built by the Board for Technical Improvement 
and Industrial Promotion, initiated and directed industrial 
activies from above . Hence the need for experienced foreign 
employees,"  reported a contemporary account. 

From 1 873 to 1 882,  some 3 10,970 samurai received pub­
lic bonds equivalent to over $ 1 1 3  million ( 1 880 dollars) , 
and 200 new corporations were established as a result of 
government loans and encouragement, creating shipbuild­
ing, construction, cement, fertilizer, salt works , textile mills , 
and other companies . In 1 873 ,  Okubo fostered Japan's  first 
independent shipping company , Mitsubishi, founded by Ya­
taro Iwasaki , an ex-samurai provided by Okubo with large 
government loans . A shipping company was needed, Okubo 
wrote, to stop Britain' s  total domination via the P&O Line 
over Japane' s  transportation system. 

Throughout the 1 870s , Okuma intervened to assure the 
exapansion of the Mitsubishi fleet . In 1 874 , the government 
purchased 1 3  steamers and gave them to Mitsubishi. During 
the British-instigated Satsuma samurai rebellion, Mitsubishi 
alone was able to transport the troops needed to save the 
Meiji regime. The government expanded it into a maritime 
academy , a marine insurance agency , a warehousing chain, 
and a major coal-mining concern. 
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The government itself also operated the overwhelming 
majority of heavy industries until well after the tum of the 
nineteenth century in a manner often advised by American 
System economists . In 1 875 , government-operated factories 
accounted for 56% of the total n\lmber of factories , 75% 
of the total horse power of energy used, and 88% of the 
manufacturing employees . The gdvernment built a railway 
system nationwide, a chemical industry, a shipbuilding in­
dustry, and so on. As these militarily and strategically critical 
new industries became capable of stlanding on their own with­
out being destroyed by foreign dumping, the Meiji govern­
ment sold them off to the private sector. 

America as the protector o( Japan 
The American alliance was a j�yful collaboration to the 

Meiji intellectuals , and a military npcessity, which had noth­
ing to do with plagiarization. If the United States had not 
protected the young Japan, it co,ld never have remained 
independent in a world where Bri�n sought to occupy Asia 
by opium and force . As Shigeno�u Okuma wrote in Fifty 
Years ojNew Japan: I 

"Fortunately , helping hands w�re not wanting, ready to 
chaperone Japan in her debut uppn the world stage. The 
friendly part which the United S�tes took for its Japanese 
protege especially deserves menticpn. Indeed, this spirit has 
pervaded all her proceedings toWtard Japan from the very 
first. Commodore Perry, while outwardly overbearing, enter­
tained friendly sentiments toward our country. He scored the 
idea of following the submissive methods of the Hollanders , 
but neither did he agree to the prog<>sal of a Russian admiral 
to coerce Japan by force . 

"His diplomacy was as adroitl as it was magnanimous , 
and this wise precedent was follqwed by the first minister 
which his country sent us , for Townsend Harris was the 
confidant and adviser of the Japanese government in the new 
business of diplomacy. It was he who advised Japan to forbid 
the introduction and use of opium,j thus enabling her to keep 
clear of this source of national disaster. " 

In 1 869, the Dutch-American Qlissionary Guido Verbeck 
became the first foreign}apanese ��vernment employee, at 
the recommendation of Okubo and!Okuma, as a legal adviser 
to the emperor and a teacher at th� Kaisei School in Tokyo. 
Such foreign employees totaled over 500 by 1 873 .  

From 1 87 1  to  1 877,  Ulysses Sj. Grant sent State Depart­
ment official Erasmus Peshine Srpith to act as the official 
economic adviser to the Meiji regime. Smith advised Okubo 
and Okuma on Carey ' s  system fot protective tariffs and de­
velopment of domestic industries .  ,"The Japanese statements 
appear to have sound notion upon ,the policy of encouraging 
the protection of native industry," �mith wrote home. By the 
time he left Japan, "The American System of protectionist 
economic theory had become ge�erally common thinking 
among Japanese statesmen, gove11lment officials , and philos­
ophers ," as one Japanese historian put it . 
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From the leaders of 
the Meiji Restoration 
Shigenobu Okuma 

Shigenobu Okuma founded the First National Bank and 
the basic credit policies of the Japanese Ministry of Finance . 
He transformed the Japanese feudal system into a modem 
banking system, using a credit policy directly modeled upon 
Alexander Hamilton' s  first National Bank of the United 
States. 

After the British assassination of Okubo, Okuma, who 
was no technocrat economist but a universal mind and a 
patriot, took over as the leader of Japan' s  Meiji faction . In 
1 88 1 ,  he forced the creation of a Parliament and the creation 
of a modem Constitution for Japan. 

In his "Proposal Concerning the Abolition of the Fief System 
by the Issuance of Government Securities, " dated March 20, 
1876, Okuma proposed to turn all remaining samurai into 
industrialists by issuing them government securities for use 
in investments: 

The feudal system for nobles and warriors dates back a long 
time . . . .  Warriors who were especially talented were given 
a stipend or other annual award by the state . These samurai 
were to occupy themselves solely with military service, with 
no need to go into agriculture , industry, or mercantile profes­
sions . With the establishment of the feudal system, this fief­
right came to be hereditary , and for the past several centuries 
a large amount of the government's  rice crop has been used 
up in these allowances . . . which is truly a misfortune for 
the nation . . . .  For the government to spend its revenues on 
them without getting any real use from them not only harms 
the nation but causes the samurai to doubt the government. 
. . . The people complain vehemently,  and their minds are 
very disturbed. . . . 

As the samurai have already surrendered political power 
to the new regime . . . it is due time that contracts concluded 
during the feudal era be canceled. . . . Since the annual 
revenue of the government is meant to be used for the nation' s  
public purposes , especially at the present time when many 
many offices are to be equipped at once . . . useful state 
enterprises must be established and encouraged by making 
full use of economic measures in accordance with the nation­
al ability to do so. This is the basic principle of national 
economy. Despite this fact the government has always been 
in want of capital . . . because the government has divided 
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the revenue into three portions , and a third of it has been used 
for the payment of feudal fiefs and stipends .  . . . 

The first thing to be done is to regard all the fiefs and 
stipends of nobles ,  samurai. and even commoners , as debts 
of the government. In order to redeem these all within thirty 
years , government securities should be issued and, whether 
the fiefs were hereditary, lifetime� or for a limited term, the 
securities are to be limited according to the acts attached 
herewith. . . . An interest rate sHould be given annually of 
perhaps five, six , or seven percebt according to par value, 
and the capital sum should be repaid (by the government) in 
the sixth year, as far as the means of the government allow. 

At that time, it is obvious that upon receiving all at once 
an enormous amount of money dquivalent to several years 
payment . . . those who wish to pursue their own livelihood 
can go into the appropriate enterprise . . . . Even those who 
cannot make up their minds will Utke into account that there 
is now a limit to their funds , and 'in the end plan some way 
to support themselves . In this way the accumulated customs 
of several hundred years will all at pnce be changed, terminat­
ing the abuse of providing for a useless group with valuable 
assets , and succeeding instead im making a useless group 
occupy itself in useful occupations . 

In addition , at present there are many bankruptcies 
among our major merchants and ibusinessmen, causing the 
circulation of currency to slow nationally, and drying up the 
source of capital . At this time, if! the above measures were 
put into effect, these evils would be readily remedied, simply 
by issuing government securities for approximately 1 50 mil­
lion yen or more . [In the 1 870s , the yen was equal to one 
U . S .  silver dollar, so this was a Ihuge sum-ed. ]  It would 
serve in a positive way to create qetter currency circulation, 
and would kill two birds with onei stone . I therefore humbly 
propose the above along with a draft of the decree, the acts 
concerned, and other materials attlached herewith . 

Toshimichi Okubo 
Toshimichi Okubo created the Ministry of the Interior 

and set up the Industrial Promotion Board (Kangyo Ryo) , 
precursor of today' s  Ministry of IInternational Trade and In­
dustry (MITI) . 

His main writings deal with 1) industrialization and the 
building of government model factories ; 2) promoting ex­
ports and improving their quality I 3) development and con­
struction of a merchant marine; 4) expansion of government 
credits to industry; and 5) increasing agricultural productivi­
ty, improving education , and fostering land reclamation.  

His  praise of England' s  "protectionism" here is half di­
plomacy and half tongue-in-cheek, for Okubo was not only 
clearly an American protectionist, but he describes dirigist 
laws promulgated in England during the Tudor Renaissance 
of the sixteenth century , long before Britain was occupied 
by Venice and became the free trade capital of the world. 
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Okubo founded the Tomioka S ilk Mill in 1 872 ,  the first 
state-owned factory in Japan , with the assistance of Phillippe 
Brunat , a textile expert sent to Tokyo by the French govern­
ment to train Japanese engineers and workers in mechanical 
reeling and other textile machinery construction and oper­
ation . 

Proposal of Toshimichi Okubo, "Concerning Industrial En­
terprises for Increasing Production, " May 1874 :  

Generally speaking , a country ' s  strength depends o n  the 
wealth or poverty of its people , and the latter is closely related 
to the volume of national production. The volume of produc­
tion originates in the industriousness of the people , but if we 
go back to the true source of that strength , we find that 
no industry has ever been independent of the guidance and 
encouragement of the government and its officials .  If I may 
say so , imperial prosperity grew between 1 868 and 1 87 3 ,  
and the evil customs and old abuses which had for some 
hundreds of years been deeply entrenched , were thoroughly 
eradicated , with not a trace left .  . . .  S ince that time , the 
various strong points of other countries have been studied 
widely . . .  and rapid progress has been made in civil ization . 

Nothing is more urgent for the government at this time , 
. than the promotion of industry and trade , the provision of the 
essentials for the population . By essential s ,  I mean the means 
of production . Without such productive assets at hand , every­
one , high or low , scrambles for his means of subsistence , 
leaving no time to care for anything else . . . .  Looking at the 
present situation , we see that . . .  the people still lack the 
essentials for producing prosperity , and the government ' s  
encouragement o f  industry i s  inadequate . Those who are 
responsible for the people should ponder this carefully , then 
establish methods for procuring everything necessary for the 
maintenance of the population, from the profits of industrial 
products , to the conveniences of land and water transport 
routes . . .  and make this the core of the government ' s  pol­
icies . 

To cite an example,  England is but a very tiny country . 
But being an island , possessing bays and ports and mineral 
resources ,  the government considered it their greatest duty 
to take advantage of these and use them to their fullest. The 
king and his subjects all have tried to use the advantages of 
the world ' s  waterways to foster their domestic industries . 
They courageously passed a novel , special Navigation Act , 
which banned any imports of foreign goods,  unless brought 
on British ships , and prohibited the use of foreign ships for 
transportation of goods between the country ' s  ports . One 
purpose was to increase the number of British ships and to 
have the people become well-trained in navigation . 

Another reason was to block in this way the haphazard 
intrusion of foreign goods , so as to protect and foster domes­
tic industries . It has been many years since the measure was 
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Yukichi Fukuzawa, leader of the 
of the Meiji Restoration (see page 57) . 

taken , and now the number of 
. . .  S ince then their industries ha 
perous and domestic products are 
to meet domestic demands . At this 

has greatly increased . 
grown extremely pros­

more than sufficient 
they have removed 

the prohibition and allowed free tr�de . 
There are many similar examples in other foreign coun­

tries of the governments properly rotecting the people and 
encouraging their own industries . . . .  We should not neces­
sarily imitate slavishly what Engla d has done . . . .  

It is the duty of the ministers of the central government 
to lead and inspire our docile people to industriousness , and 
the endurance of hardships , in ordbr to create industrializa-

I 
tion . I request your Reverence to determine a policy , study 
the natural blessings of our count� , and investigate which 
products are to be increased , and Jhat kind of industries are 
to be encouraged and concentrated upon . The policy should 
be to initiate industrial enterprises or increasing production , 
by setting a standard appropriate 

I
to the people ' s  tempera­

ment , and their level of knowledge . In this  way no one will 
be indolent , none will be left with lut a fitting place to work; 
in this way the people would enjoJY immense prosperity . If 
the people enjoy such prosperity t e country will grow rich 
and powerful as a result . . . . 

Encouraging industries for export 
Proposal of Toshmichi Okubo, "Concerning the Need for 
Encouraging Industries for Exportl " 1875 :  
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The natural resources of a nation are first developed by 
agriculture , and then by industries . However, if manufac­
tured goods were bought and consumed only by the few ,  how 
could we promote agriculture and encourage industry? That 
which mediates between agriculture and manufacturing on 
one side , and consumers on the other and distributes the 
goods , is commerce . . . .  Thus to promote agriculture and 
industry , we must expand the distributive system of com­
merce , so that there will be no bottlenecks . 

Since the opening of ports in the country , trade with 
foreign countries has been mostly in the hands of foreign 
merchants , so that our merchants have not been free from 
domination by them. There are certainly a few who, starting 
out as very small merchants , have become involved in large­
scale trading in Yokohama, but they rise and fall , one after 
another, and yet not one can possibly compete with foreign 
merchants , nor stay in the market. 

One of the reasons is that they are not accustomed to trade 
with foreign countries . Another is that they have only such 
small capital , that they cannot survive for long . If they are 
not accustomed to trade with foreign countries , their outlook 
is inevitably narrow. If they do not possess sufficient funds ,  
how can they think about long-term business? They, there­
fore, are apt to engage in narrowminded small tricks , or 
obtain good fortune by chance . As a result they are unable 
to escape domination by foreign merchants , and finally lose 
their entire fortune . . . .  

If this continues ,  how can we some day have merchants 
who can sufficiently compete with foreign traders? We have 
recently been importing foreign goods, more than we export 
our own goods , so that the national power is in an endless 
process of losing , and our nation may , in the end, fall into 
bankruptcy if this trend continues . 

Since 1 868 the Imperial Court has realized this , and es­
tablished an Office of Trade to promote commerce , and made 
government loans to several companies . But these have most­
ly failed to prosper in their business , and their willingness to 
improve is almost nil , so that the Ministry of Finance last 
year ordered them to repay the public funds loaned them. 

Because our silkworm eggs and silk were the two prod­
ucts most desired abroad, the government established a sys­
tem of standards , to suppress those of bad quality, and award 
those of high quality , for there were many of poor quality 
and many fakes. The government also introduced a reeling 
machine at the Tomioka Silk Mill ,  to raise the standards of 
the workers and protect and encourage the silk industry. But 
these measures were the objects of many complaints from 
foreigners , and the government was forced to abandon the 
project . 

The cooperation of government and merchants , however, 
awoke the population to the necessity and convenience of 
such cooperative undertakings . As a result , hundreds of such 
companies have been established, and flourish today . The 
Tomioka Silk Mill has not yet been able to make ends meet, 
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but has served the purpose of enhancing the fame of our silk 
industry abroad, raising the quality of silk at home, and 
stimulating other private companies to set up reeling ma­
chines . . . .  

[Okubo describes the recent bankruptcy collapse of the 
foreign-owned Onogumi silk traders near Tokyo, due to a 
"quick profit" mentality , which had caused mass unemploy­
ment in the Yokohama port area and a panic by Japan' s  
private lenders , who were afraid to make loans for less than 
40% annual interest rates--ed. ]  Thus the Onogumi affair 
affects not only the locale of its main office and branches but 
the entire country . The resulting financial collapse has now 
become the greatest obstacle to ollar foreign trade. 

Our plan now consists in having our merchants ship, and 
sell ,  our exports by themselves , directly to foreign countries , 
freeing themselves from the contlrol of foreign traders . The 
urgency for opening to our merchants a means to sell abroad 
is clear, but the current great financial difficulties make it 
most difficult to persuade them. If we hesitate , however, and 
lose this chance to expand in the American market, there will 
be no other such chance . 

Thus it is that the government �hould now take the appro­
priate initiative for a while , to find a mechanism to sell our 
goods abroad, expanding this step by step, so that [this new 
mechanism] . . .  shows its profit to our merchants . Of 
course , the government itself must not be involved in busi­
ness . Hence , it must persuade a few companies to do so, loan 
them the capital to set up an agency in Yokohama, and let 
this agency contact companies in foreign countries to sell 
our goods. If this business progresses well , the government 
should encourage it to set up branches in foreign countries to 
expand . . . .  

There are two problems commonly raised here . One is 
that since 1 868 , few companies for which the government 
has provided the investment funds have functioned well . The 
other is that such a project might conflict with the interests 
of private merchants in Yokohama, creating in the future a 
conflict between government and private profits . Having tak­
en all this into consideration I assert, however, that whether 
an enterprise succeeds or not , is! far more dependent upon 
how it is conducted, and the quality of men conducting it , 
than upon whether the capital comes from government or 
from private companies . . . .  

One must invent the most careful and scrupulous ways 
to prevent conflict of interest. TIre government must clearly 
define the conduct of such businesses,  and set all accounts 
and money transactions under the supervision of government 
officials .  . . . Then, when in the future a stage is reached in 
which the business becomes so profitable that other compa­
nies become envious , the government should, since its plan 
will have been accomplished, then entrust the business to the 
private sector. I also therefore submit to you here , an outline 
of the means , methods , the amount of legal capital , and the 
aim of such an enterprise . 
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Hamilton influenced Sun Yat-$en's 
founding of the Chinese Repuplic 
by Michael O. Billington 

One of the slogans displayed prominently by the youth who 
defied death at Tiananmen Square in the days preceding June 
4, 1989 was, "You cannot fool all of the people all of the 
time ."  This quote from Abraham Lincoln evoked in the mind 
of every Chinese patriot the legacy of the father of the Chi­
nese Republic , Dr. Sun Yat-sen . Dr. Sun had based his fun­
damental principles , known as the "Three Principles of the 
People," on the concept presented by Lincoln in his Gettys­
burg Address: "government of the people , by the people, and 
for the people," an historical connection which Dr. Sun never 
failed to present, proudly , to any audience . In fact, Sun Yat­
sen considered this concept to be the connection between his 
view of a world truly governed by Christian morality and 
reason, and the profound truths of the Confucian tradition 
which had governed China for 3 ,000 years . 

Dr. Sun saw the founding of the American republic as 
the most advanced expression of the effort to create a society 
governed by agape, the Christian notion of the love of God, 
truth, and mankind. He compared it to the Confucian notion 
of a "Great Commonwealth," where man would govern him­
self on the basis of "jen ," the Confucian term that approxi­
mates the Greek agape. 

A Christian world view 
Sun gave primary credit for the successful development 

of the United States to the work of Alexander Hamilton , both 
in his role as the head of the Federalist fight for a Constitution 
and for his economic policies . He believed that responsibility 
rested with the government for the development of the physi­
cal infrastructure and the creation of a credit system necessary 
for successful agricultural and industrial progress . The suc­
cess of such a system had proven itself in the progress of the 
United States . Said Sun: "The U . S .  ' s  wealth and power have 
not come only from the independence and self-government 
of the original states, but rather from the progress in unified 
government which followed the federation of the states . "  

A Christian, Dr. Sun shared the Renaissance view o f  the 
American Founding Fathers that the role of science was found 
in the command in Genesis for mankind to "bring dominion 
over nature. "  He wrote: "The advance of science has made it 
possible for man to usurp the powers of nature and to do what 
natural forces have done ."  This, he believed, is the basis for 
social progress . 
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He attacked equally the two do�nant systems that had 
developed in opposition to the Ame�can system: the free trade 
model of Adam Smith and the M�ist model of dictatorship 
and class warfare . Sun had the "adv�tage" of having seen the 
massive death and destruction imposed upon his nation over 
the previous century by the British under the banner of "free 
trade ," and thus appreciated Hami�ton' s  repeated warnings 
that such free trade arguments were $imply a ruse for colonial 
economic domination and looting . Hamilton, said Sun, was 
concerned about "liberty and equality pushed to excess," and 
"founded the Federalist Party which advocated the centraliza­
tion and not the diffusion of sovereign power. " He described 
the U. S .  Constitution as "the first complete constitution in 
human history ," and adopted the pqlicy of strong centralized 
government with a separation of powers in his own proposed 
Constitution for the struggling Chinese Republic . 

In his highly developed programmatic proposals for the 
International Development of China written in 1 92 1 ,  Sun re­
flected the Hamiltonian rejection of'Adam Smith 's  free trade 
dogma: "All matters that can be and are better carried out by 
private enterprise should be left to private hands , which 
should be encouraged and fully pro�cted by liberal laws . .  . . 
All matters that can not be taken up by private concerns and 
those that possess monopolistic character should be taken up 
as national undertakings . "  For these major projects , especial­
ly , "foreign capital , foreign experts and organizers , and gi­
gantic methods have to be adopted. "  He added that the unbri­
dled competition of the Adam Smith school had proven to be 
"a very wasteful and ruinous system. . . . It has been discov­
ered by post Darwinian philosophers that the primary force of 
human evolution is cooperation , allld not struggle as that of 
the animal world. . . . If we still retain the custom of free 
competition or laissez1aire, it will be like encouraging a lame 
man to contend with an automobile in a race. "  

Sun did not merely plead for assistance from the devel­
oped nations for the development of China. Like the circles 
around Hamilton and Benjamin FrlUlklin, who saw that the 
building of a true republic in the New World was a step toward 
saving Europe from the impending Dark Age under the de­
structive oligarchical forces centered in England, so Dr. Sun 
saw that the western nations were (>n a suicidal course, and 
that unless the rapid technological development of the poor 
nations of the colonial world were taken on as a priority by the 
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Dr. Sun Yat-sen, thefoundingfather ofthe Republic of China , 
modeled his treatise The Three Principles of the People on 
Abraham Lincoln ' s  Gettysburg Address . 

West , then further self-destruction was in store . Like Lyndon 
LaRouche , Sun recognized that the massive development of 
the Third World was the necessary centerpiece for any serious 
effort to stop the cycle of depressions and wars in the West . 

The U . S .  had the potential , following World War I ,  to 
replace the British imperial system and return to American 
System principles ,  consistent with those of Hamilton . "But 
unfortunately ,"  said Sun , "the U . S .  has completely failed in 
peace , in spite of her great success in war. Thus the world has 
been thrown back to her pre-war condition . The scrambling 
for territories , the struggle for food , and the fighting for raw 
materials will begin anew . "  The West refused to heed his ad­
vice , or to support his proposals-and, as he had warned, a 
new ,  more horrible depression and war ensued . 

'A sheet of loose sand' 
Sun also studied the heated debates by Hamilton and his 

collaborators with the spokesmen for "pure democracy" and 
libertarianism. He had seen how the British , under Bertrand 
Russel l ' s  direction , had moved into China in 1 9 1 9  after the 
Versail les Treaty had sold out China and inflamed the Chi­
nese people . Using the arguments of the British liberals and 
the French Enlightenment , Russell helped create a count­
erculture , a "new age" cult of irrationalism, and a terrorist 
movement which ultimately produced the horror of Maoist 
China . Sun warned against "a group intoxicated with the new 
culture which has begun to reject the old morality . "  

H e  attacked Thomas Jefferson for accepting similar argu­
ments from J .  S .  Mill , Rousseau , and others . The application 
of Mill ' s  "extreme liberty for the individual" would create a 
society that is like "a sheet of loose sand ,"  said Dr. Sun . He 
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praised the U . S .  for followin the Hamilton model , while 
pointing out that libertarian "pure democracy" had seized con­
trol of the French Revolution . Ir a haunting passage , almost 
a premonition , of the Maoist �ultural Revolution 50 years 
later, Sun describes the Frenc� Revolution: "No one in the 
country dared to say that ' the people ' did not have intelligence 
and power; if one did he would tie accused of being a counter­
revolutionist and would be imm�diately brought to the guillo­
tine . The result was that a mob tyranny was instituted . Anar­
chy followed , society was panic stricken , no one was sure 
of his life from morning till ev ning . Even a member of the 
revolutionary party might , beca�se of a careless word which 
offended the multitude , be sentenced to death . "  

Class war a 'disease' 
This "tyranny of the mob , , like the bestial Darwinian 

notion of "survival of the fittest , "  could only lead to a false 
materialist sense of reality and tp the collapse of society , Sun 
warned . "From ancient times u�til now , man has exerted his 
energies in order to maintain his existence . And mankind' s  
struggle for continuous existeAce has been the reason for 
society ' s  unceasing developmedt , the law of social progress.  
Class war is not the cause of sJcial progress , it is a disease 
developed in the course of soci I

I progress . "  Marx thus knew 
nothing of the real process of s<fial progress , concluded Dr. 
Sun: "Marx can only be called a social pathologist, not a 
social physiologist . "  I Dr. Sun published his econ

1
omic policies under the title 

Plans of National Reconstruction , with the dirigist measures 
developed by Hamilton as hisl model . The "regulation of 
capital" was his central conception , utilizing both regulated 
private capital and the developbent of state capital to pro­
mote industry and launch largb infrastructure programs in 
communications ,  railways , waterways ,  mining , and manu-
facturing . I With the vision of the expansion in the western U . S .  as a 
guide , Sun mapped out the crissLcrossing of the vast Chinese 
interior with railroads . Dams a ross the great river systems I 
would provide power and eli · nate the massive death and 
destruction of recurring floods .  These plans are still largely 
untouched , 70 years later, and are stil l  today the core necessi­
ty for preventing yet another holocaust upon the Chinese 
peoP

T
l
h
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e current regime m elJmg IS c mgmg to power 
through terror, while "opening up" to the West by adopting 
the same failed form of free tr de policies which Hamilton 
attacked 200 years ago . U nder t�e tutelage of Henry Kissing­
er and associates , Deng Xiao�ing and the reformers have 
created free trade zones for unregulated exploitation of cheap 
labor and speculation , while the basic industry and agricul­
ture of the nation slides into bollapse . In explicating his 
"Three Principles of the Peoplb ,"  Sun Yat-sen defined the 
"nurture of the people ,"  rather ttlan short-term profit ,  as soci­
ety ' s  true aim . 
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Book Reviews 

Is there a Brazil 
that can say 'no'? 
by Mark Sonnenblick 

The "Japanese miracle" is of great interest to Third World 
leaders since Japan is one of the few non-white countries 
which has been able to escape from underdevelopment. The 
prevailing myth attributes Japan's  progress to its being 
"opened up" to free trade and international capital . Barbosa 
Lima Sobrinho , a feisty 94-year-old institution known as "the 
dean of Brazilian journalists ," refutes that myth in a book 
whose title translates into English as Japan: Capital Is Made 
at Home (the second edition of Japiio: 0 Capital Se Faz em 
Casa. in Portuguese , was published in 1 99 1  in Rio de Janeiro 
by Paz e Terra, 238 pages) . He proves Japan rose to world 
power status thanks to economic policies modeled on Alex­
ander Hamilton' s  "American System."  He emphasizes that , 
since 1 868 , the Japanese state has made sure the credit system 
favored necessary industries ,  with ownership and markets 
protected from foreign onslaught. 

These are crucial issues for Brazil . It , like all Third World 
countries , is being bludgeoned by Washington's  "free trai­
tors" to relinquish sovereign control over the economy . Presi­
dent Fernando Collor de Melo is paying debt by handing over 
to creditors the industries and natural resources developed by 
decades of state initiative. Collor, like all Latin American 
Presidents , is capitulating to international usury on the pre­
text there is no other way "to attract foreign investment ."  
Barbosa Lima counters , "u. S .  economic history shows that 
the US IS [U . S .  Information Service] thesis" that foreign cap­
ital is vital , "is false and destined only to console foreign 
countries which put themselves under its tutelage ."  

In his new concluding chapter to the second edition , the 
Brazilian nationalist states , "When you have a debt which 
reaches $ 1 00  billion and is subject to $ 1 2  billion in interest 
payments , there is no way to hide from the question: wouldn't 
it be better if those $ 1 2  billion each year were invested in 
economic development programs?" 

When the first edition was published in 1 974, a battle 
raged among Brazil ' s  military elites over whether to leave 
the country' s  destiny to foreign banks and multinational com-
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panies or to forge a powerful , state-led Brazilian industrial 
capitalism. The first edition sold Qut rapidly and became a 
rarity , even in second-hand stores f Barbosa Lima's  cogent 
refutation of the "free enterprise" thesis is once again at the 
center of strategic debate over Brazil ' s  path. 

Not fooled by British . 
I 

Although he researched the bOok mainly from western 
sources , Barbosa Lima avoids most of the pitfalls of British 
historiography . He reports that t� late-nineteenth-century 
Japanese elites were shocked by t�e Opium War and Open 
Door Policy with which the Brit�sh imperialists and their 
emulators bled China. "China' s  *perience also became a 
Japanese experience , to serve as a vyarning to a people which , 
until then , had managed to live distanced from foreign influ­
ences and penetration ."  

Barbosa Lima reminds us,  "Jrpan knows, and always 
knew, that the countries which de�eloped, such as England, 
the United States , France ,  and GeIimany , relied upon capital I 
formed at home ."  How did the Japanese learn the dirigist 
methods which had succeeded in other countries? The book 
does not say . But ,  in articles published in 1 99 1 ,  Barbosa 
Lima notes the Japanese still study !'American System" econ­
omists Alexander Hamilton , Henry Carey , and Friedrich List 
who launched the industrialization of the United States and 
Germany . In the June 30 issue of Jamal do Brasil. he assert­
ed, "Laissez1aire is nothing more than a prescription to cap­
tivate fools . "  

"Japan's  economic development which began i n  1 868 
with the Meiji period is developmC\nt commanded and direct­
ed by the state , obedient to the guidelines set by it ," he states 
in the book. He outlines the Meiji policies quite as they are 
set forth elsewhere in this issue . 

Japan made its own capital . A national bank, created in 
1 872 on Hamilton' s  model , financed industry by issuing 
credit by fiat and by forcing samurais to use the pensions 
which had been granted them f<)r productive investment. 
Thus, government obligations wel)e transformed into capital . 
The 1 873 harvest , for example , w�s divided with the govern­
ment and the landowners each taking 34% and the share­
croppers 32% . 

Barbosa Lima writes,  "If we consider that the accumula­
tion of savings resulted, in great part , from a financial policy 
organized by the state itself, through taxes on agriculture , 
to pull together resources which rather than be voluntary 
savings , were contributions created and imposed by the state , 
we would have to accept that Japan 's  high level of economic 
growth is due to one basic and essential factor: The state 's  
action , exercised in the form of effective leadership in indus­
trial modernization,  acting as entrepreneur and as promoter, 
founded on the public credit and, ih the initial phase , inflation 
itself, which only was restricted and controlled when the 
industrialization and modernization of the economy was al­
ready well under way . "  
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Foreign banks' efforts contained 
The Japanese authorities "undermined" foreign banks , 

Barbosa Lima reports . "The foreign banks were permitted 
and tolerated in Japan to the exact degree they favored the 
country ' s  national interests , in foreign trade . . . .  Foreign 
banks played no role in the country ' s  economic development , 
which was entirely handed to Japanese banks , that is , banks 
dominated and controlled by Japanese capital , supervised by 
its authorities . . . .  Even in that sector, the organic interpreta­
tion of Japanese economic development was preponderant . 
[Investment decisions] were not left dependent upon capri­
cious and untimely and sometimes even contradictory and 
redundant individual initiatives , motivated merely by the 
spirit of profit and not by the necessity to complement a 
common task,  stimulating sectors which had to be developed 
within the exigencies of a comprehensive plan . "  

When dealing with Japan ' s  imperial and militaristic 
phases . Barbosa Lima notes , with the plainly expressed wis­
dom which fills the book , "In balance of power politics ,  
victories only serve a s  fuses for new wars . "  While under­
playing the British role in Japan ' s  internal factionalization , 
he observes Japanese sphere of influence policies were "in 
accord with British interests . "  

Barbosa Lima ascribes the postwar "Japanese miracle" 
not to "the new shogun , Gen . Douglas MacArthur ,"  but to 
clever Japanese resistance . Lacking the power to prohibit 
foreign capital , "the Japanese made use of their customary 
smile and traditional courtesy . . . .  There was no way to 
avoid impositions , but the most important thing was to reduce 
them to a minimum, without losing the desire to recover 
whatever concessions had been forced upon them . "  

Thus , postwar Japan restrained multinational companies 
as much as it could . The government made sure Japanese 
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Japanese intellectuals 
gatheredfor the 1872-73 
lwakura Mission which sent 
40 Japanese leaders to the 
United States and Europe to 
study modern ways (see page 
56) . At left, Shigenobu 
Okuma, founder of Japan 's  
first national bank; second 
left, Toshimichi Okubo, the 
"George Washington of 
Japan, " leader of the Meiji 
Restoration and father of 
Japanese industry; center, 
Prince 1wakura, Japan' sfirst 
prime minister and creator of 
Japan ' s  modern compulsory 
free educational system . 

protectionism 
of International Trade and 

"Japan is  a country in which 
center of fundamental deci-

generalizes from Japan ' s  

I to apply to Brazil. For 
example : "An economic Inr.TTI" nt policy which tries to 
exclude the presence of I capital in direct investments , 
which blocks immigration of Oo:sol,ete] factories and which 
disdains local OmiInI�Ssme:n-l[pr-rem, could entail higher 
costs . But costs which are recovered , when industries 
founded with domestic savi or with national credit begin 
to produce ever greater sav· 

Barbosa Lima focuses the positive lessons to be 
learned from Japan . U , he apparently did not 
have access to the Japanese whose quotes , oth-
erwise all but unavailable to u/ .. <:tPlm readers , appear in En-
glish in this issue . These are invaluable to understand 
the historic battle between and British moneta-

n why Japan went through a 
relations today with Third 

One is left perplexed at 
honorably won its own 

economic sovereignty it to others . During the debt 
crises of the 1 980s , Japa.nes:el spokesmen repeatedly per­
formed the Kissinger faction dirty work of issuing Ibero­
American countries crudely ultimatums to crawl be­
fore their foreign creditors . 

A reader must ask , "What be done to help Japanese-
and Americans-allow others to apply the lesson of their 
own history : Capital is made at 
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Brazilians heeded Carey's advice 
against British free trade 
by Geraldo Lino 

Since its independence from Portugal in 1 822 up to the first 
decades of this century , Brazil was the stage for a factional 
struggle between a small and most precariously organized 
group of nationalists whose aim was developing their nation 
around the idea of industrialization , and a European-minded 
crowd of agricultural landlords , brokers , and speculators 
whose "national project" was based solely on exploiting what 
they regarded as the "natural vocation of the country," name­
ly , agriculture . Most of the time the "agriculturalists" held 
the reins of political power, to the extent that they managed 
to infiltrate and control the first institution nominally dedicat­
ed to the promotion of industry-the National Society to 
Promote Industry , created in 1 824. 

The kernel of the debate was over import tariffs . Al­
though the importance of protective tariffs for nascent nation­
al industry was perceived as fundamental , the agriculturalist­
dominated Parliament prevented most of the attempts to set 
up such tariffs , which were labeled "artificial barriers" and 
"losses to customers . "  A remarkable exception was the ad­
ministration of Finance Minister Alves Branco, whose 1 844 
tariff act was responsible for an important enhancement of 
industrial activity in the country . 

The debate grew heated in the 1 870s , when the industrial­
ist faction was better organized and began to promote the 
ideas of the Natiopal System of Political Economy, as advo­
cated by Friedrich List and Henry Carey . In particular, 
Carey' s  attacks on the British free trade system were highly 
influential among the leaders of the Industrial Association , 
which was created in 1 88 1 .  

In 1 889 Brazil became a republic , and this brought about 
the most complete economic program devised up until then 
to promote industrialization as a basis for national develop­
ment. Conceived by Finance Minister Ruy Barbosa, the plan 
was explicitly based on U . S .  Treasury Secretary Alexander 
Hamilton' s  ideas on public credit and banking . Although 
Ruy Barbosa's term in office was brief, his economic mea­
sures laid the foundation for the takeoff of Brazilian industry , 
which occurred in the first decades of the 20th century. 

The following excerpts are from the writings of three 
individuals who are most representative of the protectionist 
school of thought in Brazil . 
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Ferro Costa 
In 1878, a series of letters by U.S .. economist Henry Carey 
to the London Times which attacked the concept of free trade, 
was republished in Rio de Janeiro, Brazil . An introduction to 
the Carey letters was written by F etro Costa, one of Brazil' s 
leading protectionist figures of the period. Excerptsfollow: 

A capital idea stands out from the writings of the eminent 
American economist, to wit: the established and fundamental 
principles of free trade are harmful to the development of ci­
vilization in new nations. Laissez-faire and laissez-passer are 
bitter fruits, which experience has already condemned . . . .  

There is , therefore , no plau!\ible reason why Brazil 
should remain stagnant, tied to the routine of Old World 
ideas which have been so logically fought by the splendid 
results of doctrines adopted by the United States of North 
America . . . .  

The false situation in which we find ourselves ,  our failure 
to pay enough attention to national productive activity, has 
produced and will continue to produce serious and prolonged 
evils . The drought in Ceara would not have reached such vast 
proportions , would not have caused such enormous and today 
irreparable damage, if a part of its :population had been em­
ployed in diverse industries , if the country had spread out 
manufacturing establishments throughout its interior. How 
many lives would have been saved ! Those regions would 
not have been abandoned by their inhabitants , because their 
cultural level would have informed them long ago of the best 
way to confront the problem, or at least modify its intensity­
mainly, they would have had the, assistance of many rail­
ways, as should have already existed , to cover all distances 
and provide aid to all who needed it . 

This, plus what has recently occurred in the British In­
dies-which is nothing but a confirmation of the history of 
all peoples-is a shrill warning to us that the nation which 
engages exclusively in agriculture is mortgaging its future to 
eternal poverty and dependency . 

The case of coastal trading offers us clear evidence of the 
harmful effects of free trade . After the March 27 , 1 866 decree 
[granting foreign ships access to coastal trading] was promul­
gated, our merchant marine was reduced to the worst possible 
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condition , and with it we had to view as lost the school which 
supplied sailors for our warships. As can be seen in the 
statistics of Rio de Janeiro port-the Empire 's  most impor­
tant-during the last four fiscal years , the proportion of the 
number of Brazilian ships and their respective crews re­
mained stagnant; the number of foreign ships during this 
same period rose nearly 300% ! 

In a country like Brazil , with such a vast coastline and so 
many rivers , the development of a national merchant marine 
is undoubtedly of the greatest importance . Its delay is having 
devastating consequences ,  because it has everything to do 
with the most pressing social concerns . These include , apart 
from that already mentioned, great harm caused to the art 
of construction and to agriculture , which provides it with 
materials . The citizen is forced to limit his activities to other 
industries . . . . 

What anguish will afflict our descendants , and what re­
sponsibility will fall upon ourselves , when the time comes 
that Brazil-in this soil blessed by providence-does not 
harvest a single bean, a single grain of com or rice ! And why 
should it , if the foreigner comes to our markets to offer these 
products at a price that makes it useless to cultivate them 
here? 

A country that is fed by the hand of a foreigner, suffers 
in that which is most sacred, its sovereignty ! 

These reflections , suggested to us in reading Carey' s  let­
ters , lead us to the unavoidable conclusion that national pro­
ductive activity demands a radical reform according to the 
best economic principles ,  which could give Brazil autonomy 
among the civilized nations . 

We ardently defend a doctrine; it is true , they could call 
us utopian , or whatever they want, but we would answer by 
pointing to history-both ancient and modem-and espe­
cially to what is happening today in various countries , such 
as France and Germany, where , following the most detailed 
investigation, it has become clear that the liberal regimen has 
caused the paralysis of trade and the depreciation of industry 
in those countries .  

We do not nurture the hope o f  achieving the desired 
reforms at once, because this is a matter that requires deep 
thought; nonetheless,  once these occur, we have no doubt of 
the triumph of protectionist principles ,  the only ones capable 
of developing the moral and material progress of a nation. 

The welfare and civilization of the Brazilian Empire es­
sentially depends upon the economic and social laws it 
adopts ; may these facilitate and lead to the expansion of 
national productive activity, and to the provision of equal 
rights to the men who will run it as a new country. . . . The 
founding of manufacturing establishments and factories in 
every province , interconnected by electricity and by steam, is 
the surest guarantee of lasting internal peace and prosperity . 
Such a future lies in the hands of man: his will is his incentive, 
and those who follow it will inscribe their names in the golden 
book of their nation . 
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Antonio Felicio dos Santos 
The following are excerpts from the founding manifesto of 
the Industrial Association of Brazil, signed, among others, 
by its first president, Antonio F elicio dos Santos . The associ­
ation was founded in 1881 : 

The school of free trade in BraiZil is not solely based upon 
imperfect study and the seductite appearance of the theory: 
there is another point of support, more dangerous because it 
is more highly placed . And that is vanity; it is (our) seduction 
through the treacherous applause of the opinion of the indus­
trialized countries , interested in keeping us dependent , as 
tributary consumers of their factories . 

As long as Brazil is not guided by a protective system, 
England will continue to exploit us as consumers . 

After being strengthened for centuries by a nearly prohib­
itive regimen, and possessing a population educated in the 
school of highly protected and iunchallenged industry , that 
nation is today a great advocate M free trade . That is why [in 
England] the United States of America is considered uncivi­
lized for basing its wealth on It protectionist regimen, re­
jecting the old path of the metropolis and thereby drawing 
unto itself and assimilating a perennial immigration of work­
ers and small capitalists . 

In the shadow of the star-spangled banner, meanwhile , 
they have developed an industrial activity which already 
exceeds domestic consumption .nd is expanding in exports . 
And even though their products are already competing in 
every market with those of the more industrialized countries , 
the North Americans still do not consider harmful that pro­
tective system to which , more than to any of their completely 
free institutions, they owe the ! material progress of their 
nation . The brilliant prospect of American prosperity is 
offered us to imitate free of cbarge . [However,]  Brazil is 
not losing sight of Europe 's  glitter, giving rise to the anti­
American policy pursued here in all foreign relations , the 
economic system that ruined oun merchant marine and para­
lyzed national industry , prolonging thus the colonial 
regime . . . .  

It is urgent to raise our voices and call the attention of the 
government and of the people to these matters . This is one 
of the goals of our association . In the new countries , industry 
cannot grow without the encouragement of the state' s  highest 
authorities . All civilized governments began thus,  favoring 
the development of industry . . • . The moralization of the 
poor classes is,  more than anything , a question of policy. 
Production for consumption is at the very least a function 
of elementary economics .  The example of preferring native 
products to foreign ones , when they are otherwise equal , is 
an act of patriotic common sense practiced invariably by 
every government . [Striking] a balance between national pro­
duction and foreign imports falls primarily under a customs 
regimen. It is not extreme proteotionism we seek; any prac­
tice based on invariable and absolute rules is absurd . . . .  
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Ruy Barbosa 
The following is from the Report of the Finance Ministry 
( 1 89 1 )  written by Ruy Barbosa (1846-1923) , finance secre­
tary in the provisional government of Marshall Deodoro da 
Fonseca: 

When Hamilton, first Treasury Secretary following indepen­
dence , founded American finances , one of the foundations 
of his system was the creation of a National Bank, whose 
currency would be accepted throughout the territory of the 
United States . 

But already that which we would today call extremist 
federalism . . . which demanded for the states a sovereignty 
parallel to that of the Union as a whole , viewed with distrust 
any institution intended to cement national unity . 

The idea of a national bank could not fail to draw the ire of 
that dissolutionist tendency , antagonistic to any government, 
whose efforts were on the verge of subverting the American 
Union in the middle of this century . Once the law was ap­
proved in Congress , the greatest pressure was brought to bear 
to force Washington to oppose it with his veto . The President 
listened to his cabinet, where political sentiment was divided 
between Hamilton, author of the project, and Jefferson, lead­
er of the movement opposed to the consolidation of the feder­
al forces . But Hamilton prevailed . 

The story of those who paved the way for the 
American Revolution, long before the Decla­
ration of  Independence : Massachusetts Puri­
tan Cotton Mather ,  Virgi n i a ' s  Governor  
Alexander Spotswood, British satirist Jona­
than Swift . . . .  

How the 
Nation 

Was Won 
America 's Untold Story 1 63 0- 1 754 
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Estevan de Antuiiano 

'Promoting irldustry 
is a matter oflhonor' 

I 
In his 1 985 book Mexican Mercan4lism vs . British Liberal­
ism,  Peruvian historian Luis Vasq,*z Medina identifies Es­
tevan de Antuiiano ( 1 792- 1 846) a� one of the early propo­
nents of mercantilism in Mexico , as!well as a fervent admirer 
of the American System of econ�' ics . Antuiiano also con­
sidered himself a follower of Franc s Colbert . Born in Vera­
cruz , he was educated in Spain returned to Mexico in 
1 820 . By 1 830, he had built a I ge business , producing 
textiles , porcelain, and iron . I 

In 1 835 , he revolutionized M�xican industry with the 
first modem textile factory, run wi� hydraulic energy-the 
first step in his ambitious project �o transform the Atoyac 
River valley into "Mexico' s  industfial valley . "  He was ada­
mantly opposed to the idea that Mexico' s  future lay in miner­
als export, which he viewed as a continuation of the colonial 
regime . Constantly battling those who said that Mexico could 
not industrialize, in 1 845 Antuiian(> presented his own pro­
gram for Mexico' s  industrializationtwhich he calledM exico' s  
Political-Economic Plan. Excerpts ifrom that plan, a s  well as 
from other major writings , follow: I 

In the Dec . 24, 1 842 edition of f;l Cosmopolita, Antuiia­
no wrote: 

"For our Republic , the promotiQn of industry is not mere­
ly a matter of convenience, but rather one of honor and of 
independence . "  i 

In September 1 837 , Antuiiano I wrote Exposition on the 
Advantagesfor Mexican Industry and Wealth Resultingfrom 
the Exploitation of I ron and Building ofF actories to Produce 
Machinery and Fine Tools to be usM in the Arts and Agricul­
ture . It read in part: 

"Exploitation of iron is so necessary for national wealth 
that it would be impossible for any nation to make great 
progress in its arts and agriculture if it did not dedicate itself 
to this important object of wealth; iron is the general and 
most economic material for produ¢ing all those instruments 
by which human understanding , thirough the senses,  puts its 
useful ideas into practice . i 

"Exploitation of iron can lead t(> advances in the produc­
tion of tools ; this is the primary mptive behind its exploita­
tion: there can be no other purpose than to smelt, hammer, 
and transform that metal into usef)II form, to provide more 
leisure time for man, and more thrift and perfection in the 
products , as well as in rural operations . . . .  
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The cover of the "anti­
GATT treatise" of the 
era, Carlos de 
Olagu(bel's 1 877 book 
on "Protectionism in 

"In factories for producing instruments , a greater number 
of Mexicans could be employed; wealth , the census and the 
population' s  lifespan would increase directly and in the same 
proportion by means of useful and honest work. . . . 

"The building of factories will allow us to easily train 
good local artists in all fields , [provide] good tools to all of 
them, and finally , give to our manufacturing and rural goods 
greater efficiency than they now enjoy . . . . "  

In 1 846, in L a  I nsurrecci{m Industrial, he wrote: 
"The Mexican nation cannot be satisfied , rich , strong or 

civilized , despite its great natural advantages and its national 
independence ,  as long as it fails to also achieve industrial 
independence-for the regeneration of its industry , and for 
new and more perfect economic methods to use in the indus­
trial arts . "  

Invention, infrastructure, and 
industry favored 

Antuiiano' s  1 845 Mexico' s  Political-Economic Plan 
called in part for: 

"The creation of industrial boards of directors , as they 
should direct the operations of the agricultural and manufac­
turing industries , indispensable in our situation of economic 
backwardness. 

"Appreciation and remuneration for those who faithfully 
and intelligently dedicate themselves . . . to discoveries and 
promotion of industry , to awaken through the most powerful 
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This illustration from 
Antunano shows the 
Triumph of Mexico, 
blossoming in 
population, wealth, and 
order, above a machine 
in which regulated 

foreign trade arises from 
a shaft supported on 
three gears: general 
agriculture, applied 

. mechanical arts, and 
internal trade. This is 
erected over an edifice 
which rests on a 
platform labeled 
"national bank. " 

stimulus-that is ,  interest-the fctrtile Mexican ingenuity for 
productive and noble objects . 

" [Building of] roads and canals , because without them, 
it is impossible to have an efficient and useful communica­
tion , and all efforts in the arts , 'agriculture , and trade will 
become useless .  

"Creation of  factories for the production of  modern tools 
and iron exploitation , because these should be considered 
the first step , the introduction aad the material basis of all 
industry . I ' ll talk at greater length about this in the second 
section . 

"Absolute prohibition of all foreign manufactures , which 
we could probably build easily aqd cheaply here , is the basis 
for all of Mexico' s  economic reform . . . .  This is the most 
efficient stimulus , the only guarantee by which Mexicans can 
progress in the mechanical arts , encouraging them {to enter] 
costly, risky , and even unknown activities which , at the same 
time, are the best means by whiah to oppose the scandalous 
and destructive contraband . . .  which has provoked, second­
arily , the annihilation of our tender and backward industry , 
not to mention the anguished and disgraceful state in which 
our national treasury finds itself. . . . As long as people 
cannot find abundant , useful , and honest work , and as long 
as the government depends only . 1  • • on the precarious assis­
tance offered it by foreign merchandise , constantly cut off 
by contraband and by repeated usurious negotiations-prohi­
bition is the only moral basis for industry . "  
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Carlos de Olaguibel y Arista, 1875 

'The system of 
Malthus is fatal' 
During the 1860s and 1870s, Mexican economist Carlos de 
Olaguibel y Arista, a follower of Friedrich List, was a lead­
ing proponent of protectionism in Mexico . In 1875-76, he 
was a spokesman of the republican cause opposing the "pur­
ists" who advocatedfree trade. His polemics against British 
economic liberalism were published in the newspaper Moni­
tor Republicano and later in the book EI Proteccionismo en 
Mexico (Protectionism in Mexico) . Olaguibel devised one of 
the most complete programs for Mexico' s  industrial develop­
ment. He had studied List as well as Alexander Hamilton . 
The following excerpts are takenfrom Protectionism in Mexi­
co, written in 1875:  

Free trade would presuppose the exclusion from Mexico of 
many important manufactured products , the complete destruc­
tion of our industry, the misery of many families, and many 
other evils, because it would destroy-as it has already de­
stroyed-the natural division of labor. We are told that since 
Mexico is an essentially agriCUltural or mining country, it does 
not need industry to progress.  This objection implies several 
fundamental considerations .  The first is that experience shows 
that an essentially agriCUltural or mining country does not prog­
ress without the aid of industry; secondly, that agriculture nei­
ther develops nor serves the progress of a people unless it is 
sustained, converted into industry, by industry itself. 

We believe that our honorable antagonists will recognize 
the truth of the assertion that the United States is a country 
whose agricultural and mineral resources have virtually no 
rival in the world . Its West , rich in land and in mines , could 
supply the Earth' s  population with grains and metals .  How­
ever, the economic history of that admirable republic proves ,  
very significantly, that every time its government has aban­
doned a protectionist system, the country' s  general progress 
has been observed to decline considerably . 

It is appropriate here to briefly review the history of the 
protectionist system in the United States, because revealing 
how much our neighbor owes to the economic doctrine we 
defend, confirms the point that currently concerns us; name­
ly , that a country , even if an agricultural or mining one , 
cannot develop without the aid of industry . . . . 

The enormous development of the United States began 
to take off thanks to the protectionism adopted at that time . 
When war broke out between Great Britain and its American 
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colonies,  the English imports ceased . While causing tempo­
rary hardship, this permitted the establishment of factories 
in the states .  . . . 

Once the peace treaty with England was signed , imports 
were reestablished and the country returned to agriculture . 
Based on the history of that time, American writer Orin 
Skinner notes that when conducted intelligently-we could 
say industrially-agriculture by itself not only does not pro­
duce the same result as industry does , but also makes clear 
that the country cannot progress with(j>ut the factories which , 
in our view, have made the natural diVision of labor possible. 
The country felt then , quite urgently, the need to return to 
the healthy and practical doctrines promoted by Alexander 
Hamilton in his admirable 1 79 1  report. According to the 
writer we have quoted: "The most satisfactory results fol­
lowed the adoption of those principl�s; not only was manu­
facturing reestablished, but with its a(lvance came the devel­
opment of trade and agriculture . . . . j ' 

The second point I want to addres� broadens and strength­
ens the issue under discussion. We said that agriculture nei­
ther develops nor serves the progresS! of a people unless it is 
sustained, or better transformed int<il industry , by industry 
itself. List , the distinguished German economist, has made 
interesting observations in this regard, considering data from 
several countries . It would seem naturally to follow that the 
extraordinary demands of industry prpmote the prosperity of 
agriculture . . . .  

Industry is the basis of productive forces 
While enjoying the fruits of the peace to which we have 

aspired, Mexico offers a practical pemonstration-in our 
view-of the obstacles which agricplture , unsupported by 
industry, presents to the material, �ntellectual, and moral 
development of a new nation . When, lin obedience to a centu­
ries-long routine , agriculture yields enough for man to live 
on comfortably , he feels no need to e(lucate himself and seek 
new horizons for the intellect; he con$umes what he produces 
and a little more derived from tra<fe of his crop surplus .  
H e  does not live , a s  d o  people i n  pations where industry 
flourishes,  by acquiring knowledge and applying it to the 
exploitation of the land, to overcom� the competition of his 
neighbors . . . .  

Industry is the foundation for agriculture , industry gives 
value to agricultural products , gives Hfe to trade , and requires 
by its very nature the aid of science; in a word , industry is , 
in my opinion , the spring which sets into motion all the 
productive forces . . . .  

The victory of protectionism is highly important because 
it will do away with misery, with the diseases it yields,  and 
even with the system of Malthus which has necessarily been 
established among us and which, IJltimately . . .  is fatal , 
because it prevents the growth of the ipopulation , that growth 
we need so and which must be maiQtained even if it should 
increase too much, as long as industry is protected. 
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Rafael Nunez 

Colombia looked to 
the American example 
The following are excerptsfrom the writings of Rafael Nunez, 
several times President of Colombia in the latter part of 
the 19th century, and author of that country's republican 
constitution, written in 1886. The Nunez Constitution sur­
vived until this year, when it was "re-written" by a Constit­
uent Assembly dominated by amnestied narco-terrorists and 
front-men for the cocaine cartels . Nunez advocated a protec­
tionist economic system modeled on that of the United States, 
and promoted the development of infrastructure . On April 
8, 1880, during his first presidential inauguration, Nunez 
proposed a program for achieving "National Union . "  He 
motivated his program thusly: 

Our agriculture is barely in its infancy .  
Our [industrial] arts are less than stagnant . 
Our vast territory has but a few rail lines . . . and it is clear 

that national productive activity is in decay; the formidable 
calamity of public misery approaches our doorstep . . . .  A 
vast plan of measures intended to promote the development 
of domestic industry should therefore be devised and imme­
diately put into practice .  An adequate system of education is 
indispensable as the departure point for such a plan . The 
customs system needs to be reformed to encourage the [in­
dustrial] arts . This point needs to be studied, such that only 
that which offers a certain hope of progress is protected . The 
great industries of Europe were not formed and improved, 
generally speaking , except by this method . 

Nunez observed that the United States had increased its sav­
ings deposits by the equivalent of 632 million Colombian 
pesos in the coUrse of 22 years of a "strict protectionist 
regime, "  while Great Britain had only increased its savings 
by 350 million pesos during 34 years offree trade . He wrote: 

This comparative figure demonstrates more than any other 
the singular growth of U . S .  wealth . It is not possible to 
determine exactly how much influence the protectionist sys­
tem has had on the economic development of that great repub­
lic , but it is clear that that system has been, to a greater or 
lesser extent, the nearly constant soul of American tariff 
legislation. One could further assert that among the reasons 
which inspired those colonies to free themselves from the 
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mother country , one of the most powerful was the desire and 
intention to create for itse lf  a rich and varied industry under 
the shelter of a protective tariff: 

Attacking British economic liberalism, Nunnez wrote: 

If someone dare speak out agai�st so-called "economic free­
dom," anatema sit [he will � anathema] . How does one 
argue , how does one proceed against principles so clearly 
defined and demonstrated by that science' s  great apostles 
such as Adam Smith , Federico Bastia, and others? Economic 
freedom was to have brought us everything , because the 
masters said so: banks , railroa4s , industry , agriCUlture . . . .  
All will appear and thrive in the country in due time . 

But having waited long enough without any happy result, 
and at the same time noting the alarming fact that we find 
ourselves with more and more generals and doctors and fewer 
solid productive enterprises , for lack of the fundamental ele­
ments of useful labor . . . .  Having also frequently heard the 
sinister bugle call of civil war, the legitimate fruit of growing 
misery, some thoughtful and patriotic men have concluded 
that a change of direction in ecbnomic and fiscal matters , as 
well as in political matters , is urgently required. 

In 1882 , upon leaving the presidency for the first time, Nunez 
summarized some of the projects built by his government: 

The national government tha� ended on March 3 1 , 1 882 
found an anemic public treasury , as did its predecessors , with 
some new burdens stemming from the civil wars and from 
earlier penury . The government nonetheless built the first 
railroad of Girardot and all the other required materials (rails , 
locomotives , cars , etc . )  are stotkpiled; it built the railroad of 
La Dorada, which has just begup to operate between Caracoli 
and Noria; it provided funds f�r building the Soto railroad; 
it promoted one in BuenaventUra, such that trade today is 
now free of the constant dangets of navigating the Dagua; it 
also promoted the railroad of Antioquia, whose first stretch 
has just gone into service . . .  i. It promoted the great iron­
works of Samaca and La Pradera, in the states of Boyaca 
and Cundinamarca, which are lI'reparing to produce rails and 
many of the numerous other implements that are derived 
from iron-making . 

The railroad that began in the state of Magdalena and its 
extension to Salgar will be operating shortly , as will the 
postal navigation of Oique . To this gratifying list, one must 
also add the multiplication of telegraph lines , among them 
the ones between Bogota and <Caracas , and the increase and 
efficiency of the postal service . This efficiency is not the 
result of more rules , but of greater spending . And this is not 
even mentioning the Postal Union, nor the underground cable 
that has put us in direct communication with the rest of the 
planet, because these great improvements were not obtained 
through expenditures . 
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Jose Manuel Balmaceda 

The pro-industry 
faction in Chile 
Jose Manuel Balmaceda ( 1 840-9 1 )  was the leader of a pro­
industry, protectionist faction in Chile which based itself on 
the policies advocated by German economist Friedrich List . 
As President from 1 886-9 1 , Ba1maceda battled British fi­
nancial interests which controlled the nitrate mines and raw 
materials extraction industries , and took specific measures to 
promote industry and infrastructure development. 

Balmaceda called for control of the national banking sys­
tem, built railroads, channeled credit to industry, and insisted 
that this process would not be inflationary. He urged that nitrate 
income be used to finance national development projects and 
that the cost of government administration and services be paid 
by internal taxes . He promoted the development of Chile's 
railroads, and launched an aggressive colonization program in 
the southern part of the country. Almost 50% of the total num­
ber of immigrants who settled in Chile between 1 849 and 1910 
arrived during the four years of Balmaceda's presidency. 

Threatened by these development policies , British-allied 
domestic factions launched the " 1 89 1  Revolution" and over­
throw of Balmaceda, forcing him to take refuge in the Span­
ish embassy, where he allegedly committed suicide . 

On Jan . 1 7, 1886, in accepting the Liberal Party's nomina­
tionfor the presidency, Balmaceda stated: 

If, following the example of Washington and the great Republic 
of the North, we prefer to consume our domestic production, 
though it may not be as perfect and polished as �e foreign one; 
if the farmer, miner, and manufacturer use goods or machinery 
that can be produced in Chile; if we broaden and vary the 
production of raw materials , and work and transform them into 
useful goods for our life or personal comfort; if we ennoble 
industrial work by raising wages in proportion to the increased 
intelligent devotion of the working class; if the state, main­
taining the level of its revenues and its expenditures, devotes 
part of its wealth to the protection of national industry and 
sustains and provides for it in its first trials; if we have the state 
with its capital and its economic laws cooperate; if all of us 
individually and collectively cooperate in producing more and 
better, and consuming what we produce; then, richer blood 
would circulate through the industrial body of the republic and 
more wealth and welfare would give us the possession of the 
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supreme good of a diligent and honest people: to live and clothe 
ourselves,  by ourselves .  

The idea of  national industry i s  associated with the idea 
of industrial immigration and with building , through special 
and better paid work, a home for a large class of our people­
not the man of the city , nor the tenant farmer, but the working 
class which roams the countryside aJlld lends a hand in the 
big construction sites , but which in t�es of possible social 
agitation can intensely disturb the peate of mind . 

Call for creating a state bank · 
On July 9, 1891 , Balmaceda's  government issued the 

following call for the creation of a state bank: 

The creation of a bank, with the state's assistance and super­
vision . . . is one of the most efficient ways to promote 
wealth and labor; to prevent economic upheaval and protect 
the economic life of all industries and honest trade from the 
speculation and influence of a few-by the effective action 
and assistance of the community . I 

The system of private banks entitled to issue [money] has 
ended in Chile . . . .  It is therefore indispensable to create the 
bank that can do this . . . .  In this institution, there will be 
no banking classes , oligarchies , or credit directors for their 
exclusive benefit or to develop pernicious political influenc­
es. This bank will be one which does not create wealthy 
individuals . . . .  

To this bank corresponds the exclusive right of [credit] 
issuance, and as it will have substantial capital , the issuance 
will occur in the proportion necessary �o carry out daily oper­
ations .  

On March 9, 1889, Balmaceda addf1essed the need for ex­
panding the country's railroads: 

I want Chile to become the owner of all the railroads built on 
its territory . Private railroads necessmily respond to private 
interests , in the same way that the state' s  railroads above all 
obey the interests of the community , rates which are low and 
encouraging to industry , promoting the value of the property 
itself. 

British railroads targeted 
In Antofagasta on March 1 7, 1889, Balmaceda discussed the 
need to expropriate British-owned railroad lines: 

The day is not far off when the republic 's  private railroads 
will be expropriated. Their rates are three and four times 
higher than those set by the state' s  railroads in the central 
and southern part of the republic; this has resulted in the 
stagnation of mining and agriculture : [which are] subject to 
speculators who, on a vast scale, use lhe efforts of large and 
small industrialists with visible and grave harm [caused] to 
general industry and production . 
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Luis Maria Drago, 1902 

The Drago Doctrine to 
protect the Americas 
Argentine Foreign Minister Luis Maria Drago wrote the let­
ter excerpted here to his government' s  ambassador in Wash­
ington . His comments, which he later characterized as "the 
financial corollary to the Monroe Doctrine, " have since been 
incorporated into international law as "the Drago Doc­
trine . "  Drago issued the letter at a time when Great Britain, 
Germany, and Italy had blockaded Venezuela' s  ports toforce 
it to pay itsforeign debts . 

It should be noted in this regard that the capitalist who lends 
his money to a foreign state is always aware of the resources 
of the country in which he is going to act and the greater 
or lesser possibility that the contract will be complied with 
without problems . 

All governments , depending on their level of civilization 
and culture and their conduct in business matters , thereby 
enjoy different [levels] of creditworthiness , and these cir­
cumstances are measured and weighed before any loan is 
contracted. . . . 

The creditor is aware that his contract is with a sovereign 
entity; it is an inherent condition of sovereignty that executive 
procedures cannot be initiated or carried out against it, since 
that type of collection would compromise its very existence , 
causing the independence and action of the respective gov­
ernment to disappear. 

Among the fundamental principles of public international 
law which humanity has consecrated, one of the most pre­
cious is that which determines that all states, regardless of 
the power at their disposal , are legal entities-perfectly equal 
among themselves and thereby,  in reciprocity , deserving of 
the same consideration and respect. 

Recognition of the debt and its liquidation can and must 
be carried out by the nation, without in any way undermining 
its fundamental rights as a sovereign entity; but , at a given 
moment, compulsive and immediate [debt] collection by 
force could only result in the ruin of the weakest nations and 
their absorption by the powerful of the Earth . . . .  

The principles proclaimed on this continent of America 
state otherwise . "The contracts between a nation and particu­
lar individuals are enforceable according to the conscience 
of the sovereign and cannot be the object of compulsory 
force ," wrote the famous [Alexander] Hamilton . "Outside of 
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the sovereign will , they cannot be enforced."  
The United States has gone very far in this regard;:The 

eleventh amendment of its Constitution establishes , m effect 
. . . that a nation' s  judicial power cannot extend to any legal 
case or equity brought against one of the states by citizens of 
another state , or by citizens or subjects of Ii foreign 
state . . . . 

" 

What it has not established, and what is QY no means 
admissible , is that once the amount owed is legally deter­
mined, the right to choose the means and opportunity of 
payment cannot be denied the Creditor . . . because the col­
lective honor and creditworthiness [of all] are bound therein . 

This is by no means a defense of bad faith , disorder, or 
deliberate or voluntary insolvency. It is simply a protection 
of the respect of the public int(lrnational entity which cannot 
be dragged to war in this fashion, undermining the noble 
purposes determining the existence and freedom of nations. 

The recognition of the publJic debt, the definite obligation 
to pay it , is not, on the other hand, an unimportant statement 
even though its collection cannot in practice ,  lead us onto the 
path of violence. . . . 

Your Excellency will understand the sense of alarm 
which has arisen upon leamir1g that Venezuela's  failure to 
pay the service on its public debt is one of the reasons for the 
detention of its fleet , the bombardment of one of its ports, 
and the military blockade rigprously established along its 
coasts . If these procedures wqre to be definitively adopted, 
they would set a dangerous precedent for the security and 
peace of nations . . . . I 

The military collection of debts implies territorial occu­
pation to make it effective , and territorial occupation means 
the suppression or subordination of local governments in the 
countries to which this is extended. 

Debt cannot justify armed intervention 
This situation appears to visibly contradict the principles 

so often advocated by the nations of America,  particularly 
the Monroe Doctrine, always so ardently maintained and 
defended always by the United States . . . .  

We by no means imply that the South American nations 
can remain exempt from all the responsibilities which a viola­
tion of international law implies for civilized nations . The 
only thing that the Republic of Argentina maintains , and 
what it would with great satisfaction like to see consecrated 
regarding the developments in Venezuela by a nation which, 
like the United States , enjoys: great authority and power, is 
the already accepted principle !that there cannot be European 
territorial expansion in Amerioa, nor oppression of this conti­
nent's  peoples just because an lunfortunate financial situation 
could cause one of them to ppstpone meeting their obliga­
tions. In a word, the principle II would like to see recognized 
is that the public debt cannot give way to armed intervention , 
or a material occupation of .. 1\.merican soil by a European 
power. 
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Gen. Juan Enrique Guglialmelli . 1977 

Our new industries 
must be protected 
Argentine Gen . Juan Enrique Guglialmelli ( 1 9 1 8-83) was a 
career army officer who for years promoted the protectionist 
policies of American System economists Friedrich List and 
Henry Carey. During some of the darker periods of Argenti­
na' s  recent history, when unbridled monetarism wreaked 
havoc on the country 's  economy and its industry , his voice 
could always be heard. He demanded the adoption of dirigist 
economic policies ,  a defense of wages and living standards , 
and the protectionist approach needed to serve the national 
interest. 

One of his fights was with the military junta which took 
power in March 1 976 , on behalf of the policies of Henry 
Kissinger and David Rockefeller. Months after taking over, 
the junta' s  economics team imposed a decree substantially 
lowering protectionist tariff barriers , allegedly to make Ar­
gentine industry "more competitive" internationally. Finance 
Minister Jose Martinez de Hoz rammed through the tariff 
reduction at the request of international bankers . 

In the national media and his own publication Estrategia, 
Guglialmelli spoke his mind about the Martinez de Hoz poli­
cies . In the July 10,  1 977 issue of the Buenos Aires daily 
Clar{n, these policies were characterized as: "a plan to insert 
Argentina into an external order based on Nelson Rockefel­
ler's formula: that each country is singled out 'according to 
its greatest selective and relative efficiency . ' .  . . The role 
of agro-exporter to which the lack of industrial protection 
ineluctably leads , condemns us to foreign dependency ,  cuts 
off national decision-making capability , and prohibits ful­
fillment of the needs of well-being and prosperity to which 
our society is entitled."  

The tradition of Carlos Pellegrini 
In an article entitled "Carlos Pellegrini: Protectionism for 

National Industry ," published in the March-April 1 977 issue 
of Estrategia, Guglialmelli took the occasion of the tariff 
reduction law to review the late-nineteenth-century battle in 
Argentina between the followers of Friedrich List and Henry 
Carey, and the promoters of British free trade who wished 
Argentina to remain a producer and exporter of agricultural 
goods. A member of the political grouping led by Vicente F. 
L6pez, Pellegrini led the fight for a protectionist policy dur­
ing the congressional debates of 1 875-76. As President from 
1 890-92 , he and his finance minister, Vicente Lopez , tried 
with limited success to implement the protectionist policies 
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advocated by List and Carey . 
General Guglialmelli wrote in E$trategia: "Knowledge 

of a substantial portion of Pellegrini ' s  thinking on the matter 
not only has historical value , given his role in Argentine 
politics ,  but also has value because his ideas take on a particu­
lar timeliness , in view of the tariff reductions carried out 
at the end of last year [ 1 976] , which can have the gravest 
consequences for national industry and labor ."  

The general emphasized that not only the example of 
the United States , "but also the new: currents of economic 
thought," especially the ideas of Friedrich List, Henry C .  
Carey, and the traditional German school , greatly influenced 
the Lopez and Pellegrini group. 

Noting the influence on List of Alexander Hamilton' s  
Report on  Manufactures, Guglialmelli summarized List 's  
thinking: "Principles of economics shouldn 't be applied in a 
general way, but rather according to Wrticular situations; the 
nation, which is the link between man and humanity, is the 
object of political economy . Counterposed to free trade as an 
absolute value , are the interests of the nation, subordinating 
economic policy to general politics . . .  [List] establishes 
stages through which nations must pass successively . That 
is, savage , pastoral , agricultural , agricultural-manufactur­
ing, manufacturing , commercial . . . .  To attain these goals, 
and accelerate the stages , protection for new industries is 
indispensable, guarding them against foreign competition. 
This protection will be of a limited and selective nature . 

"Depending on the degree to whi�h it gains an ability to 
compete with foreign industry , the .atter should never be 
prematurely unprotected. Rather, pro�ective tariffs should be 
rigorously observed. Customs barriers are the best tool for 
industrial protection; the national market should be preserved 
for national producers . "  

Guglialmelli reproduced Pellegrini' s  statements from the 
1 876 debate in the Argentine Congress on free trade versus 
protectionism: "It is evident . . . that today we are simply a 
pastoral people, and that our only resource is reduced to 
shepherding , and to a very small degree, agriculture . Where 
is the nation that has become great anp powerful , being only 
a pastoral nation? I think it would c�ntinue being what we 
have been , and who says that industry is an exotic plant, and 
says that for the Republic of Argentina, there is only the cow 
or the sheep . [For him] , there are only two sources of wealth 
which depend on a whim from the : heavens . I say that a 
nation whose sole and only wealth depends on this whim, is 
condemned, from one moment to the next , to be reduced to 
penury . "  : 

In a letter to F. Costa in 1 902, Pellegrini wrote: "This 
idea of attacking protectionism and ,affecting principles of 
free trade is a mania of all dilettantes , of the aficionados of 
economic digressions, information, l\nd adornments , and of 
all those among us who entertain themselves by discussing 
theories without the slightest concern for the results or their 
practical applications . "  
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�TIillThe HamDton Legacy 

On the battle for a '1hIe 
Fourth Development :Decade' 
by Warren AJ.  Hamerman 

The following was a presentation to the Schiller Institute 
conference on Dec. 7-8. 1991 in Arlington. Virginia . 

We are living at a singular moment in world history . 
The Schiller Institute' s proposal for a True Fourth Devel­

opment Decade entered the world a little over two months 
ago at the opening of the U .N .  General Assembly on the 
same day that the then-seemingly invincible George Bush . 
lighting his own pathway through the darkness in the after­
glow of the Gulf war and the collapse of the former Soviet 
Union, declared before the United Nations in New York that 
history had ended and that all should stand in awe of his not­
so-beatific vision of a new world order, a Pax Universalis 
for centuries to come. 

Two months later the entire world economic system is in 
perceived shambles and there is a general appreciation of the 
rapid demise of Bush and the Anglo-American Establish­
ment. Their once-famed "control" over the disintegrating 
process is becoming the subject of ridicule in political car­
toons around the world. The liberal Adam Smith financial 
pallbearers at the recent Marxist economics funeral are them­
selves now in their final death throes .  Neither system has 
proven capable of providing food, clothing , shelter, and ba­
sic health care for the billions of people who live under their 
sway . 

Unprecedented economic breakdown 
There is a complete world economic breakdown crisis 

unprecedented in human history . The world' s  debt is unpay­
able . The external debt for the developing sector alone is 
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over $ 1 .4 trillion and accelerating rapidly . I The debt of de­
veloping nations has nearly quadrupled since the 1982 debt 
crisis . 2 The eastern European debt is unpayable . The West is 
in financial chaos . 

Simultaneously , the world's  population today stands at 
5 .4 billion and should increase at least 1 billion by the year 
2000; some 95% of this increase will be in the underdevel­
oped countries where the 3 capita income fell drastically 
throughout the 1 980s; in So th Asia, for example, the per 
capita income is only $320 d collapsing rapidly .  3 

This is the unique climatct in which the True Fourth De­
velopment Decade proPQsal suddenly and unexpectedly en­
tered into the sharp debate on what to do in the midst of the 
unsolvable world debt and economic crisis and polarized 
opinions around the world . i 

A moment of opportunity 
Now is a moment of gold�n opportunity under the condi­

tions of perceived global economic collapse and the political 
demise of George Bush . This year was supposed to be the 
beginning of the U .N .  ' s  Fourth Development Decade, the 
one leading into the twenty-first century , yet virtually every 
major official agency had written off development as impos­
sible and infeasible given the magnitude of the world finan­
cial crisis . 

The Schiller Institute proposal , prepared under the direc­
tion of Lyndon LaRouche , is the only positive global propos­
al on the table and has alrea� demonstrated the potential to 
become a worldwide rallying point for a definitive challenge 
to "the system" by linking up :a coalition of the South and the 
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East with the anti-free trade, pro-infrastructure forces in the 
once advanced sector. 

Two diamterically contrasting reactions to the proposal 
demonstrate this effect. 

The first reaction is from Dr. Kofi Nyidevu Awoonor, 
who is the ambassador and permanent representative of Gha­
na to the United Nations . He is also chairman of the Group 
of 77, which represents the more than 100 developing sector 
nations on earth . His remarks to the International Conference 
of Schiller Institute in Berlin stated, in part: 

"I would like to indicate my deep appreciation of the 
work of the Schiller Institute for presenting to the world in 
its proposal for a True Fourth Development Decade a clear 
institutional alternative for a life more satisfactory for the 
developing world. 

"The world cannot continue to have peace if so vast a 
part of mankind is poor, starving, and suffering . 

"I also believe that it must be emphasized that the con­
cerns and focus of the advanced nations must be turned and 
focused on the questions of improving the conditions of the 
poor. Therefore, I am deeply grateful for your work in strug­
gling to bring this about. 

"Finally, I am highly appreciative of the Schiller Insti­
tute , for drawing the attention of the advanced world to the 
deprivations of the developing world and suggesting certain 
concrete proposals for ending poverty and misery every­
where with programs of education and economic growth . 

"I also cali on our brothers from East European nations 
who have just thrown off the shackles of communist imperial­
ism to join with us in building a New Just World Economic 
Order based on development for all . " 

Organizing a 'new game' 
In total contrast ,  in Geneva, Switzerland recently, a top 

official for one of the United Nations ' leading economic 
agencies cut me off when I began to explain that the only 
solution to the world economic breakdown crisis lies outside 
the collapsed institutions .  He explained, "The prevailing 
view at the top of the institutions-the U .N . , Unctad, IMF, 
World Bank, General Agreement on Tariffs and Trade, et 
a1 . -is the exact opposite of yours . Everyone else is running 
around trying to keep the game going. When eastern Europe 
won its freedom there was a general fear that they wouldn't 
enter the game, that they would link up with the developing 
sector and challenge the game. Fortunately , they decided to 
be good little boys and play by the rules of the game . That 
means that the developing sector won't be rekindled to chal­
lenge

'
the game either."  When I asked, "What game?" he 

responded, "Bretton Woods of course . . . .  You're the only 
ones running around and trying to organize a new game."  

The actual breakdown of  the functioning Bretton Woods 
system occurred back in the period 1 968-72, and was caused 
by the collapse of the Anglo-American financial system. The 
breakdown began with the collapse of the British pound in 
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1 967 , the disastrous decision by President Richard Nixon to 
take the U .  S .  dollar off the gold stan�d in 1 97 1 ,  and the 
failure of the monetary conferences leading into 1 972. 

It would , therefore , seem self-evident that the solution 
to the world' s  financial crisis lies in creating a new world 
monetary system outside the remains of that Bretton Woods 
system since it actually collapsed over two decades ago. 

Imagine an extremely oppressive prison containing an 
ever-growing multitude of prisoners . One day , the prison 
walls collapse . Yet, the prisoners stay and remain prisoners 
under control of the guards . New wardens are periodically 
appointed over the years . Eventually, outside shipments of 
food and supplies to the prison end; many starve and die; 
others fight each other; even the guards: are weak and dying. 
It would seem natural for the prisoners to march to their 
freedom. They could easily go out and find fields in which 
to plant crops or produce for their human needs . They all 
long for freedom. Yet, 20 years later the prisoners still march 
inside the formerly walled-in area in fear of the armed guards 
as if the prison still existed. 

Indeed, the elements of resistance to the International 
Monetary Fund (IMF) , and what Malaysia' s  Prime Minister 
Mahathir Mohamad and his African colleagues call the "new 
religion" of free trade and free enterprise abound every­
where . What the True Fourth Development Decade proposal 
uniquely brings to this singular moment in history is the 
only path that can succeed because it ptoceeds from Lyndon 
LaRouche' s  primary policy premise fo. over two decades­
the Bretton W oodslV ersailles system is a decayed carcass 
and has to be brushed aside for history to proceed. All at­
tempts to make reforms and improvements in the conditions 
inside Hell are certain failures . 

The malthusian agenda 
It is also the only concrete alternati1Ve on the table to the 

Four Horsemen of the Apocalypse-famine , disease; war, 
and death-which the desperate old powers are scrambling 
to impose in order to establish an equilibrium at a lower order 
without nation-states and with several billion fewer people 
on earth through malthusian genocide . .  

Let us look at the deadly consequences of such policies 
in their human totality-their fate on the world' s  children:4 

• Approximately 40,000 children die every day from 
malnutrition and related diseases . 

• Wars have killed nearly 2 milliqn children in the last 
15  years ; more than twice that number have been physically 
disabled . .  

• Seven million children are growing up in refugee 
camps because of war and natural disasters ; a slightly larger 
number have been uprooted from theit homes in their own 
countries . 

• Approximately 80 million chil�n work in often mo­
notonous , repetitive , and dangerous jobs; in some countries 
these exploited children eam wages of five to seven cents an 

The H�milton Legacy 77 



hour . 
• Fifteen percent of the world' s  2 billion children under 

1 5  years of age live under what Unicef terms. "especially 
difficult circumstances . "  Millions , for example , live in the 
streets of socially exploding Third World cities ,  resorting 
to theft, drug trafficking , prostitution , and other desperate 
measures to survive . 

• AIDS will produce an estimated 10 million orphans in 
this decade in Africa alone . 

Kissinger promotes eco-fascism 
In a recent national column entitled "What Kind of New 

World Order?" Henry Kissinger, the architect of the infa­
mous National Security Study Memorandum 200 genocide 
policy , proposed to impose even more brutal conditions .  He 
stated that idealistic conceptions such as "national sovereign­
ty" and "domestic governance" would have to be replaced 
by "genuinely global" solutions to the crisis in population, 
environment, and nuclear proliferation (the latter is a global­
ist code word for "excess" science and technology in the 
developing sector. )s 

The United Nations has a full agenda over the next years 
just to achieve these results . Early in February of next year, 
the Unctad VIII conference is scheduled to worship the "new 
religion" of free trade in Cartagena, Colombia. A few months 
later in Rio de Janeiro, Brazil in June, the infamous UNCED 
conference on the environment is scheduled. Its intent is 
to use the pretext of saving the environment to cut back 
technology and production through imposing green condi­
tionalities on the world. One year later, in June 1 993 in 
Berlin, there will be an international United Nations confer­
ence on human rights; and then in 1 994, an international 
U .N .  conference on population. Through these events , na­
tional sovereignty is scheduled for extinction as areas of the 
world are taken over by the global authorities who will im­
pose their malthusian agendas under the pretexts of pro­
tecting the environment and human rights and curbing excess 
populations . 

Principles for true development 
We propose , instead, to place this entire conference 

agenda in deep freeze , and in its stead hold a Preparatory 
Meeting for a Fourth Development Decade Conference to 
organize a new world monetary system. The aim of the new 
world monetary system is to foster credit mechanisms in 
accord with national sovereignty , since credit is created and 
regulated at the level of sovereign nations . National credit 
systems, organized through a national bank along the design 
of the post-colonial , new American republic during the late 
eighteenth and early nineteenth centuries-not over-reliance 
on borrowing from abroad-is the foundation of productive 
economic investment and output. 

A True Fourth Development Decade is based upon a 
desire to end the spread of chaos through the world monetary 
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system by returning to a threefold policy of: 
1 )  generalized debt moratoriji for the usurious debt which 

the old institutions imposed 00 nations as a means tg; loot 
their productive wealth; 

2) long-term, low-interest new credit rates for investment 
in large-scale development projects ; 

3) stable parities among currencies based up()n a gold 
reserve (not gold standard) . 

These aims can only be achieved through returning to the 
principles of Christian economics based upon the historic 
ideas of development and economic justice developed by 
the opponents of radical free market approaches-Leibniz, 
Colbert, List, Hamilton , Carey, Witte , and Sun Yat-sen­
and carried into the modem era by the school of physical 
economy associated with Lyndon H .  LaRouche, Jr. The 
overall quality of these economic principles draws its 
strength from its absolute colIlllnitment to the belief that all 
men and women are created eqpal , each the sacred child of 
a loving God . i 

The substantive content of the development decade is to 
build, plant, and produce the food, medicine, clothing, and 
shelter which mankind desperately needs . This can only be 
achieved by dumping the "post-industrial society" policy 
which has wrecked the Anglo-American economies , and re­
turning to the traditional approach of enhancing productive 
output in agriCUlture and industry through a combination of 
large-scale water development I and transport infrastructure 
projects on every continent, and technology transfer. 

The necessary projects 
The True Fourth Development Decade proposal encour­

ages consideration of the following development proposals 
which were developed by Lynd�m LaRouche and his collabo­
rators over the past two decades: 

1) The Productive Triangle Proposal for western and east­
ern Europe: the unleashing o� the economic development 
potential in the "triangle" between Berlin , Vienna, and Paris 
as a productive "engine" for tae world economy. Through 
the construction of high-speed rail lines , the economic output 
from this area will be transferred via radiating arms from the 
triangle into eastern, southern, I and northern Europe as well 
as the Middle East and the Maghreb . 

2) An Oasis Plan for the Middle East designed to "green 
the deserts" through large-scald water purification and irriga­
tion projects . The plan includes .the creation of artificial rivers 
and peaceful nuclear energy-driven desalination projects for 
revitalizing the entire economy: of the region . 

3) A series of Great Projetts for Africa including: the 
construction of a trans-African east-west railway from Dakar 
to Djibouti; transforming the Qattar Depression into a man­
made lake; connecting Lake Chad with a man-made lake 
on the Zaire River for the purpose of greening the Sahara; . 
completion of the Jonglei Canal in Sudan to tum that region 
into a breadbasket . 
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4) The Ibero-American Integration Plan which includes 
the f<lllowing projects : a second Panama Canal ; a Northern 
Mexican Water Development Project; the "Polygon of De­
velopment" to construct a canal system to connect the Ama­
zon Basin with the Rio de la Plata across Brazil , Argentina, 
Bolivia, and Uruguay; and an east-west railway across the 
continent through Brazil , Bolivia, and Peru. 

5) A series of Great Projects for Asia including: the Pa­
cific and Indian Ocean Basin Project; the Ganges-Brahmapu­
tra development project for water management; the Mekong 
development project; and the construction of the Kra Canal 
in Thailand. 

6) The United States requires a vast program of urban, 
agricultural , and industrial infrastructure revitalization 
which has as its aim the realization of Martin Luther King' s  
dream of economic justice for all its citizens . Specific pro­
grams for the U . S .  would include the North American Water 
and Power Alliance plan for water and power increase; build­
ing a rapid-transport system through maglev and other tech­
nology systems; rebuilding cities , basic industries ,  and capi­
tal goods export capabilities . 

Advanced technologies needed 
The development project orientation outlined above in­

cludes the construction of new cities founded around nuplex 
complexes in each area, and is vectored toward a commit­
ment to encourage a space program with the aim of colonizing 
Mars and incorporating the Moon into man's  economy in the 
first third of the twenty-first century. 

The moment is propitious to realize such ambitions be­
cause of recent promising scientific breakthroughs in the fu­
sion energy field, the same energy means which safely pow­
ers the Sun. 

That this overall development perspective would be more 
desirable for most of mankind during the rest of this century 
than what the malthusians have on their agenda, is undeni­
able. Even more , it will shape the character of future genera­
tions for centuries to come. Hopefully, our descendants will 
look back proudly from the beautiful new Renaissance cities 
they have built , at our humble efforts in these primitive times 
in the midst of the greatest global crisis mankind ever faced, 
with gratitude that we were able to give each one of them and 
their children, on whatever continent or planet they may 
inhabit, the opportunities to live lives worthy of the sacred 
creations of God. 

Notes 
I .  Report of U.N.  Secretary General Javier Perez de Cuellar, July 1 99 1 .  
2 .  German Economic Institute (DIW), December 1 99 1 .  
3 .  Pontifical Institute of Sciences, November 1 99 1 .  
4 .  Unicef, as reported in "Putting Children and Families First: A Chal­

lenge for Our Church, Nation, and World, " a statement by the U. S. Catholic 
Bishops, Nov. 14 ,  1 99 1 .  

5 .  Washington Post. Dec. 3 ,  1 99 1 .  
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Time to nationalize 
the Federal ReselVe 
by Lyndon H.  LaRouche, Jr. 

The article which follows was edited from the message sent 
by Mr. LaRouche on Dec. 8 to the Schiller Institute confer­
ence in Arlington, Virginia ,  and remarks he made in a presi­
dential campaign statement of Dec. 13 .  

A few leading political figures in  the Democratic Party, in­
cluding, of course, Gov. Mario Cuomo of New York State, 
have picked up on my suggestion that a recovery package 
for the United States requires a return to the Kennedy-style 
investment tax credit program. 

However, on the fundamental issu4!s , no visible Demo­
cratic competitor of mine for the presidential nomination, 
nor any Republican , so far seems to grasp the reality of 
our situation . Yes , it' s  good that people do go as far as 
understanding that we need a Kennedy-style investment tax 
credit program; but that is not going to solve the problem by 
itself. That is a very important add-on 110 what's  needed. 

But without the main theme, nothing works . There will 
be no recovery from the collapse into a continuing deep 
economic depression worse than the 1930s , unless and until 
my proposal for the nationalization of the Federal Reserve 
System, to transform it into a constit�tional , United States 
Bank, is adopted. Without the replacement of British-style 
finance monetary central banking policies , by American Sys­
tem policies of the type that were instituted under George 
Washington, the United States Bank policy, there is no possi­
bility of a U . S .  recovery. 

I wish to emphasize that people who suggest that we 
can cut this,  cut that, cut out welfare. cut salaries ,  cut out 
business ,  cut out programs, cut off hospital care: These peo­
ple are dangerous idiots . That will not work; that will only 
make the collapse worse . 

They have to bite the bullet. We need a United States 
National Bank, operating on the basis of state-created credit. 
Unless that policy is followed, nothing is going to work; it's 
waste of time . Tsongas and the rest of them won't  face up to 
the fact,  that what we need to do is scrap the Federal Reserve 
System in its present form, in the most expedient way, with­
out disruption . 

And there' s  only one way to do that: under emergency 
provisions, citing the fact that we have an economic depres­
sion, nationalize the Federal Reserve System, make it a body 
no longer in violation of the ConstitutiQn . Make it a National 
Bank as Alexander Hamilton, George Washington ' s  Secre­
tary of the Treasury, defined the First National Bank, or as 
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Nicholas Biddle of Philadelphia, back in the early nineteenth 
century , also founded a National Bank, the Second Bank of 
the United States . 

We must put out hundreds of billions of dollars of low­
cost credit for federal , state , and local basic economic infra­
structure , and for credit for physical goods producing high­
tech industry , manufacturing , machine tool shops , and so 
forth . Without that, there is no recovery . 

Over the period especially since 1970, which was a turn­
ing point in rates of replacement of worn-out infrastructure , 
the United States has physically been going downhill. Tradi­
tionally and in fact, the wealth of the United States has de­
pended upon technological progress in agriculture , infra­
structure , and manufacturing--or industry generally .  That 
technological progress has been the engine of our growth 
and, as we turned away from that policy, toward a policy of 
so-called administration and services , the U .  S .  economy's  
collapsed down hill . 

For a while , because we inflated figures, the overvalu­
ation of the income of banking or finance generally , adminis­
tration and services , caused us to think for a while that this 
was a new form of prosperity . 

About 1982, the United States reached a low point, the 
last chance to really bail out our banking system. Forces 
opposed to me in and around the Reagan administration at 
that time, including Bush , Kissinger, Walter Wriston over a 
Citicorp, won out; they beat me . They forestalled a monetary 
reorganization of the international debt including the U . S .  
debt situation. A s  a result of that, and as a result of the great 
speculative bubble which they used to try to keep up the 
appearance of prosperity over the latter part of the '60s , by 
1987 , the Reagan administration false recovery bubble had 
popped, and in the fall of 1989 ,  we began the process of an 
accelerated downslide . 

We are now in the process of a disintegrating financial 
and monetary system; it is not exploding , like an exploding 
volcano, but it is disintegrating in the way a Hawaiian volca­
no , for example, disgorges its remorseless mudslide day after 
day , week after week. Every day we wake up, our financial 
and monetary system has shrunk; a new airline has crashed; 
a new industry has crashed; four or five banks have crashed; 
and more and more people are unemployed, or, to put it the 
way the government puts it , fewer and fewer people in the 
U . S .  are employed . 

Now, we also come to some hard choices in the matter 
of recovery . If I were President, with the support of a majority 
of the American people , and therefore of the Congress , I 
guarantee you a genuine recovery , which would make the 
Roosevelt recovery modest by comparison: 

• First, under the emergency powers of government and 
Article I of the Constitution, pertaining to the monopoly 
of the U . S .  government in emitting legal tender, we will 
nationalize the Federal Reserve System. The Federal Reserve 
System will stand there , the people will be there , the branches 
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will be there , the relationship to the national banks will be 
there , but it will be nationalized . It will no longer, therefore , 
emit new Federal Reserve notes as currency .  

• We will continue to circulate existing Federal Reserve 
notes until we call them in for replacement. But the only new 
currency issued, will be U.S. Treasury bills, currency issued 
according to law, according to Article I of the U .  S .  Constitu­
tion , an article that has never been repealed ! The U . S .  Con­
gress will pass a bill authorizing the U . S .  Executive branch, 
the Treasury , to emit certain denominations and quantities 
of legal tender for specific uses . This new currency, will be 
deposited with the Federal Reserve System, now nation­
alized. 

• The nationalized Federal Reserve System will loan 
these new dollars , on two lending tracks: very low interest 
rates for long-term loans, with construction progress pay­
ment-type arrangements . These loans will be for basic eco­
nomic infrastructure, by federal agencies and subsidiaries, by 
state and local agencies and subsidiaries . The objective is to 
employ , immediately , as fast as possible, with this credit, in 
water projects , in power generation and distribution, in trans­
portation , in urban infrastructure , including building hospital 
and clinic facilities , schools , etc . , 3 million people from the 
highest skill layer of the now-unemployed labor force . 

• We will spend about $300 billion a year for these proj­
ects : about the size of our defense budget . Out of this , for a 
rule of thumb, about $ 1 00  billion will go as value added, in 
the projects themselves .  About ,$200 billion will come as pur­
chases from private-sector fi� supplying these government 
projects , totaling about $300 billion, a ballpark figure of what 
is needed. 

• We will also have tax reform. We will increase the taxes 
on capital gains somewhat, but we will decrease taxes on use­
ful investments by a Kennedy-style investment tax credit pro­
gram. People who invest their savings in useful things , infra­
structure , and so forth , will get a tax credit for that investment, 
which will be a tax benefit, whereas if someone goes out and 
spends money on something useless , they' ll pay the full rate 
of tax. But those who invest in ;something useful-invest for 
the purpose of their old age-in something productive, solid, 
not junk bonds , then they should get an investment tax credit. 

• The results will be to crdate employment for another 3 
million , a total increase in employment of over 6 million peo­
pie . This means the Treasury will receive more than the initial 
$300 billion a year spent, through increase in the tax-revenue 
base of the federal , state , and local governments . This means 
we get back toward balancing the budget, because we're in­
creasing the tax revenue base without increasing the tax rates . 

We'll use the fiscal power 1of government, the monetary 
power of government, to get the economy moving . It will 
work, on condition that this economy, as we try to rebuild it, 
has foreign markets . Those foreign markets depend upon the 
expansion in other parts of the world , upon the Eurasian Trian­
gle development plan . 
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Interview: Lyndon H. LaRouche, Jr. 

'Every time the United States went in 
Hamilton's direction, we prospered' 
Mr. LaRouche is  a declared candidate for the 1992 presiden­
tial nomination of the Democratic Party. He has been a 
political prisoner since Jan .  27, 1989, after he was convicted 
on a series of false "conspiracy" charges in a federal court 
in Alexandria, Virginia . Given his reputation around the 
world as the only economist who clearly foresaw, and has 
prescribed clear solutions for, the current global economic 
depression, his incarceration has spotlighted the question of 
why George Bush fears this opponent above all others. He 
was interviewed at the Federal Medical Facility in Roches­
ter, Minnesota, by Nora Hamerman on Dec. 9, 1991 . EIR 
is grateful for the courtesy and cooperation extended by the 
facility' s  staff. Portions of the wide-ranging interview are 
excerpted below; others will appear infuture issues . 

EIR: This month marks the 200th anniversary of Hamilton ' s 
Report on Manufactures, which was presented to Congress 
on Dec . 5 ,  179 1 .  I would like some of your thoughts , as we 
are putting together a world picture of the influence of these 
ideas that came to be called the American System. 
LaRouche: Two hundred years plus or minus since the es­
tablishment of the United States as a federal republic , there 
are two things which are demonstrated: 

1 )  The American Revolution was absolutely necessary , 
against George ill and what the British represented in poli­
cy-then and now-and in-between . 

2) Relative to economic policy in the United States itself, 
every time the United States has moved in the direction of the 
philosophy which Hamilton represented, we have prospered. 
Every time we have gone in a contrary direction, such as a 
free trade or a British Adam Smith direction , we have gone 
into a pit . And now we have gone into the deepest pit of all .  
People who call themselves rational and capable of  learning 
from experience can be judged accordingly . 

Otherwise , the American Revolution is often treated sui 
generis, and you can't make any sense of it. All the isolation­
ists" and populists and so forth will talk about it as sui generis, 
or worse, they will place it within Enlightenment J acobinism, 
which it was not. Certainly there were a lot of noisy people 
who got foreign British subsidies for writing their papers , or 
French subsidies later, who claimed the American Revolu­
tion was Enlightenment or Lockean, but it was not. 

Take the case of Cotton Mather, or the Massachusetts 

ElK January 3, 1 992 

Bay Colony . They had problems with their conception of 
natural law, but they had a conception of natural law and 
they operated accordingly . So you can judge by the deeds and 
by the process . If you take Cotton Mather and the question of 
the library, and you take William Penn and his connections ,  
his secretary Logan for example, intcll Europe, a s  Graham 
Lowry has indicated , the essential thing about the American 
Revolution was the extension of an English-speaking faction 
within a larger network which is centered in the beginning 
of the eighteenth century and afterwarcl around Leibniz . The 
entire eighteenth century centered on the battle between Leib­
niz on the one side and the empiricists and future positivists 
on the other side . The Americans were the anti-empiricist 
tendency. 

Everything about Hamilton' s  refortns and so forth is anti­
empiricist, it' s  Colbertiste, as informed by French connec­
tions and so forth . 

The key battle was not the American Revolution in the 
eighteenth century. The key battle was Britain's attempt to 
destroy France . What became the Unked States was part of 
the battleground . 

The initial colonization of Quebec, was Colbertiste, spe­
cifically-Mazarin-Colbert. That was a true colonization , as 
the Spanish colonization was a true colonization . It was not 
a British colonization, in the sense of putting in a government 
and looting poor people , but actually establishing colonies , 
building cities , which had mixed popUlations ,  where people 
had lived in the slough of despair beforehand; Quebec was 
that kind of operation . 

Louis XIV made the shift against Colbert and got himself 
caught in a perpetual war, which was i continued by his heir 
Louis XV , so that from the beginning of the wars up until 
1 753 , France was being ruined from the top. 

ElK: You can see it in French cultUre. You can see it in 
Racine , and the academic school of painting. 
LaRouche: And in the music , in Rameau . Look at the com­
parison of the French and the Spanish of that period. There 
is a war going on . 

Nonetheless,  despite this ,  France Ihas a power which is 
given to it in a sense by the legacy oil Charlemagne , which 
is revived under Louis XI-in 20 yean Louis XI doubled the 
per capita income of France ! That VIlas not unimpressive. 
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Then , due to the accomplishments which were typified by 
the Colbertistes, France was the leading nation in science , 
in technology , in economy , in the eighteenth century . That 
emerged out of the influence of Richelieu , Mazarin,  and 
Colbert in the seventeenth century which is why the Venetian 
Party sought to destroy it. 

They corrupted it by what they did to Louis XIV and the 
way they controlled Louis XV , the infant who became king . 

So the destruction of France , the erosion , the rise in 
toleration of the Physiocrats who had tremendous intellectual 
power, was typified not so much by Quesnay , who was the 
ideologue , as by Turgot , and the influence of Turgot in 
French politics in the 1 770s and 1 780s , the period of the 
American Revolution. It was on that basis that they were able 
to destroy what grew up in France as a recrudescence under 
Louis XVI ,  "The Watchmaker,"  so to speak: . France ' s  mili­
tary and economic power increased . The British were deter­
mined to destroy it . 

EIR: The Physiocratic rise in power contributed to this? 
LaRouche: It was a constant eroding factor. For example , 
du Pont said that Adam Smith plagiarized Turgot , and to a 
large degree that is a fact. He learned his economics from 
Voltaire . 

So they destroyed France with these two things , with the 
rise of the Jacobin movement , and with this foolish treaty , 
which came out of French-speaking Switzerland (Lausanne , 
Geneva) , and out of Britain in 1 783-86,  the treaty which 
established Necker as the banker of France . He was the Henry 
Kissinger of French finance , and his daughter Madame de 
Stael did terrible things .  So France was essentially destroyed 
by the Jacobins in 1 7 89-93 . 

Yet France was not altogether destroyed . The unfortunate 
part was that Napoleon essentially was a Third Rome oli­
garch.  The French ruled Rome . This was the crazy perversion 
of Charlemagne , that the French ruled Italy .  That ' s  why 
Napoleon ' s  son was called the King of Rome . So he had this 
idea of the Third Rome . And what did he do to Europe? He 
imposed this abomination called the Code Napoleon . It was 
an anti-natural law abomination , by a virtual Jacobin , Mon­
tesquieu , horrible stuff. He looted and weakened Europe , 
and let France be looted of its men , for armies .  Napoleon 
was taken and used as the model for the Nazis .  

With a complication , which is Savigny. Savigny was 
largely a German-speaking French Romantic , who reshaped 
the law and culture of Germany from the inside . He is proba­
bly more significant than Hegel in terms of his influence in 
the nineteenth century . One of the most evil figures I know 
of is Savigny . 

EIR: To what do you attribute the fact that in the present 
century , Andrew Mellon , the treasury secretary under Her­
bert Hoover, had a portrait of Alexander Hamilton hanging 
in his office , and even today , I am told that in eastern Europe 
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Political prisoner Lyndon H.  
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Europe of 1340-60,  when the 

rlh'n",'''o Jr. in Rochester, 
con�nQ:res to the present is the 

on debt to the Bardi produced a '.\'nI"lTu·rm 
and the English default 
discontinuity . 

some of the Project Democracy operatives have blasphe­
mously invoked the name df Hamilton for what they are 
doing-which is really Ada� Smith? 
LaRouche: It is [Adam Smith] . Hamilton in setting up the 
Bank of the United States , iry respect to the requirement for 
foreign loans to fund the consfruction of the United States ,  set 
up a system where we could buy foreign currency,  which then 
was hard currency , through t�ese loans ,  by promising that we 
would be creditworthy in the eyes of these Europeans , the 
Dutch,  the Swiss , and the Fr

J
I nch and the British . Therefore 

he did , to a significant degree finance the development of the 
United States on foreign loan . Now these fellows pick on that 
aspect of Hamilton , because ior them that is central banking . 

EIR: The Soviet Union , nQw defunct , left behind a good 
deal of debt . If you were in the position to advise the new 
"community" of Ukraine , Russia , and Belarus which was 
announced over the weeken� in Minsk , on how to handle 
their international credit situation , to what extent should they 
acknowledge this Soviet deb and pay it? 
LaRouche: You take the population of the Russian Federa­
tion , Ukraine , and Belarus ,  ahd add Kazakhstan . If you take I 
the productive potential of this region , and the productive 
investment which already exi�ts there , the foreign debt of the 
former Soviet Union is of absblutely no significance whatso­
ever. Compare it with the U S . foreign debt per capita . Or 
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compare it with the German, or the French, or the British 
foreign debt. The Russian foreign debt is really a very small 
issue . For example, suppose you have assets of $ 1  million 
and you have a $ 100 bill you can't pay because you don't 
have the cash on hand. And somebody will force you to sell 
part of your million dollars , maybe several thousand dollars 
worth , to him, to pay $ 100.  Therefore the Soviet foreign debt 
is significant only to twist the arms and to obtain concessions . 
Economically , as some Europeans have said , a bridge loan 
is obvious , to maintain the debt service on these debts . The 
Russians , the Ukrainians, the Belarussians and so forth are 
good for it ! Really good for it. They're one of the most 
creditworthy operations in the world, if they don't blow up . 

So unless someone says, "No, everything is placed on 
your current payments . We're going to value you on the basis 
of current payments ,"  essentially the Russian debt is not that 
big a problem. If they submit to the International Monetary 
Fund, they are in trouble , and that 's  the only way it is a prob­
lem. Or submit to Bush's  conditions , or Ukraine submits to 
Bush's conditions . The problem is getting their economies 
moving ! 

There' s  ajoke , with a large degree of truth to it, to under­
stand the Soviet and Russian problems today . For 70 years 
the communist rulers of the Soviet Union have been telling 
the people that capitalism is nothing but theft. Then one day 
they said, "We're all going to become capitalists . "  

EIR: So everybody turns into a thief! 
LaRouche: And that's why you've got chaos in the Soviet 
Union, they are all stealing ! Everybody' s  blackmailing ev­
erybody . The farmers would rather bum the food than sell it 
below their price to the cities . 

EIR: It is a coincidence of course that Rerum Novarum, the 
encyclical of Pope Leo XIII , came in 1 89 1  and the Report 
on Manufactures in 1 79 1 ,  but how would you describe the 
development in the century in-between? 
LaRouche: To understand Rerum Novarum you have to un­
derstand what it is not. It is not in any sense an economic 
policy , not by intention or otherwise . It only deals with the 
morality of certain practices .  It is more , like Quadrigesimo 
Anno, a definition of solidarism; that a rule of solidarism must 
be imposed on society , regardless of its economic system per 
se . So it attempts to be ecumenical with respect to differing 
views of economy, and it places only these principles which 
might be summed up as solidarist, and tries to argue solida­
rism implicitly from the standpoint of natural law. So it is 
something which is imposed upon the economy as a moral 
issue, not a prescription or economic design . 

This becomes a problem when people look to the Catholic 
Church for leadership on economic questions , and you see 
precisely in the case of Poland, what the Catholic Church has 
not done and does not do . It does not prescribe economic 
systems . It is somewhat blind to the issues of what economic 
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systems are , except insofar as they accept or deviate from 
acceptance of these principles .  So they would say ,  "Poland 
has to go through this horrible business . But as long as they 
maintain solidarist principles , it ' s  tough , but they can do as 
they will . "  So they get a separation of church and state on 
this issue , which is sometimes rathen painful , as in the case 
of Wale sa. 

The Aristotle question is also a problem. To raise the 
question of economy is to project Aristotle on ethics , politics , 
and political economy. That is , to make a positive statement 
of what the objectives of economic policy must be-the mor­
al criteria of what an economic policy must be-as opposed 
to what must be excluded from the results of economic policy. 
The specific issue in which this arose is the content of the 
nineteenth century so-called meliorist movement, in which 
the specific question came into the trade-union form, posed 
by issues such as the Knights of Labpr in the United States 
and similar movements around the world, around the alterna­
tives to the role of the Mazzinians forming labor organiza­
tions . These meliorist kinds of questions were posed. Essen­
tially Rerum Novarum was looking at the labor organizations , 
the rights of labor, the conditions of employment, the right 
of property-yes there is a right to property but there are 
certain obligations .  

Now there are some things which are i n  there and which 
are in the commentaries such as Quadrigesimo Anno and 
others , which go further in terms of natural law . But they 
never attempt to draw out an economic science from natural 
science, as such , which is what I 've done . 

No one except Leibniz , before m¢, has ever defined eco­
nomic science in terms of natural law:. 

EIR: And you had, let 's  say , in the American System, at­
tempts to apply those ideas? 
LaRouche: It was the influence of Leibniz and others which 
had drifted in , but it was not the generation of new ideas . I 
have gone through most of the sources , either primary or 
second-hand. We have done it in the theory of cameralism­
people tend to forget to look under cameralism for econom­
ics .  Leibniz made the relevant discoveries . For example , the 
term technology, as we properly use it , is Leibniz ' s  term. 
The concept of this does not even exist among most people 
who are called economists . 

If you look at what I have done , and what Church officials 
have done , you see they do not address this question . What I 
am dealing with involves something much more profound . 
The greatest impediment in the Catbolic Church and other 
churches , among the people who really understand this stuff, 
the great problem they have had in these areas of physical 
science and economy-and the problem they have had with 
economy stems from their problem with physical science-is 
the Aristotle question. Because Aristotle, by excluding con­
sideration of the infinite , even forgetting his Politics and Eth­
ics-they're horrible , it is a Spartan slave society, with all the 
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most objectionable features-looking only at the core of his 
Organon, as a scientific method, excludes , by method, by 
teaching, the infinite . A comprehension of science is impos­
sible . 

This is where the Bugger influence comes in , through the 
power of usurers . The history of Florence is a good example 
of this,  the ebb and flow of Florence as a center of finance . 
Before the Black Death , Florence was a center of usury . 
Florence was depopulated by the Black Death , and into this , 
new influences came . 

EIR: Dante talks about the problem, in 1 300. It was usually 
disguised , because officially they were not allowed to collect 
usury , so it was large commissions on exchange rates , and 
insurance fees .  
LaRouche: It ' s  important what I have been doing on this 
subject of buggery . Taoism in China is buggery , yin-yang is 
buggery . Ahuramazda is buggery . That ' s  Zoroastrianism, in 
Iran: Cybele , Dionysius , light-dark. It did not begin with 
Manes . 

EIR: The Aztecs had the same dualism. The modern admir­
ers of the Aztecs have this same ideology. 
LaRouche: It may have come from China. Remember the 
navigational maritime capabilities of the populations of 
South China and Southeast Asia. Obviously the real Mayan 
culture of those cities is before 1000 B .C .  The slash-and­
burn people who came in and are called the Mayas are not the 
builders of the cities.  They may have been the degenerated 
cultures which descended from the inhabitants of the cities, 
after a great depopUlation occurred . 

EIR: It seems to me that those civilizations in the era when 
they were being built , could not have extensively practiced 
human sacrifice , though these became universal in the degen­
erated period . 
LaRouche: Look at that breakdown. We have it now . We 
have satanism spreading . Young people in their 40s say , 
"Grandma's  eating again. She ' s  getting medical care , she ' s  
using up our inheritance . It ' s  time to  pull the plug ."  When 
you get the spread of that kind of immorality the lack of 
sacredness of individual human life ,  you have created the 
preconditions for that . When you combine that with the rock­
drug-sex culture , satanic rock, which is produced by sa­
tanists-

EIR: And radical feminists-
LaRouche: Radical feminism is this . Satan is a radical femi­
nist . He gets it from his mother. 

EIR: Have you read the epic poem Beowulf? The monster 
is called Grendel . Then there is Grendel ' s  mother. After the 
hero , Beowulf, kills Grendel , the mother comes in and starts 
eating people because she is so angry . I thought this was an 
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extraordinarily truthful epic from the dark ages of the Anglo­
Saxon past , to realize that Grendel had to have a mother. 
LaRouche: That was the goldeJil age . They 've degenerated 
since ! We have all these mythol�gies that the wheel was not 
discovered in America. But when I was at Teotihuacan, I 
saw children' s  toys that had wheels on them. Why did the 
people not use wheels? Environmentalists ! 

Archeology, primarily ,  is tbe study of failed cultures . 
What are these failed cultures? There is only one culture in 
the world that is not a failed cu1ture . And that is in danger 
of failing . That is European ciVilization. Why did Europe 
become a superior culture? BecaUse of Paul ' s  mission to the 
Gentiles .  It' s  that simple . Every lother culture was incapable 
of maintaining its own survival , except European civili­
zation . 

The lack of something produces this evil . It leads to this 
form we call yin-yang and so tPrth , characteristically : the 
distinction between mind and flesh . 

Now getting back to the question of the Church and the 
economy . One group , the Bogonb.ils , is a product of religious 
policy of the Byzantine Empire , 'which sets them up to colo­
nize the Slavs and control them, llike Manes the Persian who 
did the same thing about 900 ye� before . He spread Mani­
cheanism from Persia into the area of Thrace . 

Now again , a new infusion comes in, from Asia, a mili­
tary kind of cult of bandits , introduced to colonize the Slavs . 
The Bogomil cult established (ts headquarters in what is 
called Bosnia. That remained it� center until these Bosnians 
converted en masse to Islam, to j�in with the Ottoman Empire 
in defeating the Serbs in Kosovo 'in 1 389.  This was the center 
that was sending missionaries out from there . Now what are 
the Cathars? They are the cult pf the Perfected Ones who 
have been purged of all evil . This is not the entire scope of 
the believers . This is just one strlttum of them. 

I 
EIR: Like the 33rd degree? 
LaRouche: They become that . [ They are not allowed to do 
anything . They are not allowed to toil . They are not allowed 
to change nature . So what do they do? They beg , like the 
Oriental beggars of these cults . Now what can a beggar who 
gets money do with it? Usury . When a beggar-priest in Lyons 
can sell for 1 2  ducats a letter which can be cashed for 10 
ducats by a man in  Padua. The relationship of  the Church to 
usury was Peter' s  Pence. Somebody would sell to a banker, 
would get paid by a letter in Netherlands ,  which could be 
cashed on the south bank of the tiber. That was the Lombard 
system. 

EIR: Right on that street, the Via de' Banchi in Rome, the 
Venetian gossip sheets that spread out over Europe in the late 
sixteenth century , were the first newspapers . There is your 
Wall Street Journal. 
LaRouche:  These fellows spread across from Bosnia, 
through Venice , and were veryi influential in Venice . As a 
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matter of fact the state religion of Venice , which was brought 
into the Church by some aliens ,  was this religion . They be­
came part of the Lombard system. And the Jews moved with 
them, the Jewish usurers . Why? The same business .  In the 
commercial business centers a merchant would pay 1 2  ducats 
to get 10 in Padua-or vice versa. 

In southern France where did they go? In the Rhone 
Valley , from the mouth of the Rhone , up to Geneva,  Lake 
Lemans; in Bordeaux ' s  river system-Bordeaux , Toulouse , 
Albi , etc ; the old counties of Roman France , which were the 
great merchant centers for France . The Jewish bankers who 
came there at the same time , did the same thing . And Aristo­
telianism spread along the same route , from Padua,  to Bor­
deaux,  to Geneva and so forth . 

There are elements of Calvinism which are pure buggery . 
It is a pure Cathar , the separation of light and dark, of daily 
life-what you see in Adam Smith . Geneva was the center 
of buggery . This spreads by usury . 

EIR: Dante puts sodomy and usury together in Hel l ,  as 
crimes of violence against God and nature ; but also because 
he noticed , no doubt, that wherever there is a major center 
of usury , there was a great deal of sodomy . 
LaRouche: That ' s  where the powerful sodomy comes from , 
as opposed to what ' s  just loose . This becomes the separation 
of l ight from dark , the repudiation of the conquest of nature 
as something for the lower people not the higher ones . It is  
the separation of the sensual world from the spiritual world­
materialism. 

EIR: In the extremely degenerate cultures , the top classes 
were adorned in a such a way , that they were physically 
deformed, as in the binding of feet in China , or the heavy 
gold labrets that the Aztec rulers wore through their lower 
lip and jewels in other parts of their faces . These clearly 
made it impossible for them to function in the most minimal 
way , walk , eat by themselves .  
LaRouche: The long fingernails i n  China-

EIR: It seems to go along with the oligarchical separation 
of the physical and spiritual . 
LaRouche: It ' s  easy to show how this works . My work 
against information theory is the key . One can understand 
this by looking at the six-sided snowflake paper of Kepler. It 
is all implicitly there . That is the way I would teach secondary 
school students to understand it. The idea that the form of 
communication contains the idea, is the great fallacy . We can 
show that every medium of communication can be reduced to 
a discrete manifold .  Therefore it cannot contain diversity . 
The way that ideas are mediated by communication , is 
through metaphor. 

In metaphor, the experience of forming a concept by 
one mind is signaled . By signaling that experience-not by 
transmitting it-which only exists in the other person ' s  mind , 
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and boundfeet, indicating disdain for toil, are typical affects of 
oligarchical societies . 

you signal that concept in their mind . They are synthesizing 
the concept in their mind of what you are signaling . They 
find out , "Voila! Ah, I see it, I see itl It does this , and does 
this , and does this . "  This is how ideas are communicated . The 
communication comes precisely becatise the communication 
does not contain the idea . You say , "ifhere ' s  a cap . "  Cap;  a 
noun in this case , and the verb is obvious .  Now you create a 
metaphor in which this obvious com1unication signal is not 
what you are receiving . You are receiying something beyond 
the signal , by means of a metaphor. fIhis is true metaphor. 
You use something which obviousl� it is not , to force the 
mind to recognize what it is not , by mental processes .  

Art is a metaphor of itself. I t  lies i1 the mind as  the sender 
and receiver. But the poem must be 'gorously constructed , 
in order to achieve that recognition . Therefore it must be 
metaphor. When you fail to recogn'ze this distinction , is 
when you accept information theory; when you accept sys­
tems analysis , which is a variety of information theory . You 
accept linguistics ,  which is a variety 9f the same thing .  

Recognize what this does when you introduce this into the 
curriculum . You stop teaching . Youl transmit information . 
"This is what authorities say . "  "But somebody else says 
that . "  "Well that is a different opinidn . It may be true , but 
this is the opinion which we 're teachi g here . "  

EIR: Do you think that the political upheavals will make 
people more prepared to break loose? s it, to use a bad word , 
a propitious moment? 
LaRouche: It is an unpropitious moment for recent tradi­
tion , because we are dealing with h discontinuity . What 
opens people to ideas is the fact that 

i
heir ideas don 't  work . 
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They get in the car one day , turn the ignition switch on, and 
the sun roof flies off. You accelerate by the steering wheel , 
and steer by a pedal , or the window button . Nothing works 
the way it is supposed to . And yet can the vehicle move? 
Yes, it can move . How is it constructed? We are now in 
that kind of period , where everything that we have been 
conditioned to , breaks down. 

EIR: What periods in the past would you compare this to , 
if any? 
LaRouche: The closest period we have is �bout the years 
1 340-60. 

EIR: The Black Death, and the realization after that that 
they needed Plato and Dante . 
LaRouche: The crisis of the Black Death and the English 
nullification of the debt to the House of Bardi ( 1 343) set 
off the chain reaction . These two things make it the most 
comparable period in recent history . 

EIR: In your first book Dialectical Economics, one of the 
passages that moved me the most was a part where you 
described tearing up New York by the roots and rebuilding 
it. You described the prerequisites for a dwelling for a family 
of four, including sound-proofing of rooms for the children, 
and adequate space for private activities for each individual 
to develop. But modern architecture , even if it did subscribe 
to principles of adequate space for a growing population­
which it doesn't-is ugly . When the Spanish were colonizing 
the New World , they brought the ideal of Renaissance cities . 
The way they really evangelized the indigenous people was 
not by preaching to them, but by getting them involved in 
building these cities. That activity of building , as well as 
teaching them to sing in polyphonic choirs , was what 
changed the society . How are we going to build beautiful 
cities? 
LaRouche: What I referenced in the Mars program, for ex­
ample , is that this is a great stimulus to city building on earth . 
If you can construct a city on Mars-and you can do it , it 
just requires enough energy per capita-you can build a city 
in the Sahara. Two things have to happen . If this country is 
going to be capable of doing anything,  it is going to do as I 
wish it to do. For example , the water projects-we can't do 
without them. But to do the water projects , we have to build 
cities. If we end deregulation , we have to go back to city 
planning. 

EIR: Not malthusian city planning , which is what most of 
the academic field is today-
LaRouche: Thousand-year city planning, is what I have 
always been for. A city should cost too much for you to 
afford it today , but the price of possession over succession 
generations will be such that it will be cheaper to own it today 
than it would be if you had anything else . Your increase in 
productivity will more than pay for it. 
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In the process of building the cities , you will develop the 
technologies which can be generally applied. So we should 
start, and not wait till we have the technology , because we 
will only develop the technology by facing these problems .  
Sub-surface , we know how to do ; There are topological prob­
lems of how to design this .  You start with the family , because 
that is the indivisible unit. 

EIR: It used to be ! 
LaRouche: It still is .  You have to have people, unless you 
want feral creatures that slither in the gutters and sewer pipes . 

Look back in history at cities which still exist. Look at 
layouts of extinct cities . If you want to build a city of any 
particular size , it is a definable proposition . Then you have 
the logistics .  People are not going to eat little pills . So a 
human system requires a certain quantity and weight of food. 
We need the logistics to support the movement of people, 
whose habits and functions are known. The functions break 
down by time phases of the day, and by places where these 
functions occur . You can plan the city ; these requirements 
will be as true a thousand years from now as they are today. 

We have buildings 500 yearS old, which have undergone 
technological changes , as in Italy , where they put in wiring 
and things like that. So you can anticipate that. You can 
design a city as a machine of families for living and produc­
ing . You know where you want 1Ihe heavy work--outside the 
city . This has to be done now . What we are building is junk. 
It cannot go on this way . 

EIR: In a book I have on Renaissance city planning , the 
author attributes a concept to St. Augustine . The problem is 
the old one of how do you indulcate virtue in the young . 
Many Florentines ,  such as Alberti , endorsed the idea that 
you have to provide appropriately beautiful spaces for acts 
of virtue to be carried out in public , so that young people 
would see the right behavior in such settings . This,  they 
thought, is the best way to bring up a generation that would 
provide leaders for the republic . 
LaRouche: The only one I got to see was Lucca, which is 
a preserved city of that type . We spent the better part of a 
day in Lucca, so much, that I regretted we wasted any time 
going to Pisa. We got a sense of what it was like to live in 
that city , and certain features had not changed. We went from 
one end of the small city to the other. 

EIR: So in the middle of these' cities there would be cathe­
drals, parks , city hall, public places .  
LaRouche: These are spread around, not just i n  one place: 
You have piazzas all over the place . Satellite piazzas , every 
church has a piazza. 

EIR: And they have shops around them . It seems to me that 
is still a valid concept. 
LaRouche: Yes it is. You look at it and think , the rooms 
are a bit small here , but that is the only difficulty . And it was 

EIR January 3 ,  1 992 



so easy to walk around. 

EIR: Do you believe there is a limit to the population size 
of new cities? 
LaRouche: Yes ,  I think so . It is better to build a number of 
cities than to put everything in one place . 

EIR: A million people? 
LaRouche: A million is getting to be the maximum. A half 
million, quarter million , l 00,OOO-those are manageable . 
But with a million , you begin to wish you had several cities . 
As a matter of fact they tend to become several cities when 
they get large . 

EIR: They don't function as well . 
LaRouche: If they are not integrated. You can integrate 
them. We should judo all this environmentalist nonsense , 
which has a semblance of rationality around it. They say , 
"Wouldn't it be nice if we had some green?" Well, fine . "Isn't  
gaseous emission from automobiles unpleasant?" Fine . But 
people drive in these congested cities with the two hour traffic 
jams . Obviously magnetic levitation transport is the ideal 
inter-city transport system. We have these technologies , so 
we build cities which are clean , which are safe , and we are 
running out of them. We need them. You can't  rehabilitate 
New York City . It ' s  impossible . You can take the area and 
checkerboard it, make a master plan . . . .  

EIR: The perverted form in which this takes place , is that 
parts are getting a face-lift, "gentrified ."  
LaRouche: I t  does not function any better and i s  enormous­
ly costly. It does not solve any of the basic problems . It ' s  
like getting a scenic view of  a cesspool . I would pull up  the 
entire transit system, and build a free transit system. 

EIR: Would you not have to build a new city elsewhere 
first, to attract people with jobs and housing? 
LaRouche: Yes .  The water projects require that . Part of the 
great American desert is going to become potentially a great 
city . 

EIR: Our correspondent in Brazil,  Lorenzo Carrasco, has 
pointed to the bad example of Brasilia, which is a new city , 
but it is fascist architecture . 
LaRouche: I had two experiences with Brazil which indi­
cate the problem. Back in 1 979 I was in the Brazilian embassy 
in Washington D . C .  and the chairs were massive , square 
upholstered chairs , and you fell into them. It was unusual­
obviously , Brazilian interior design . Then in 1984 I landed 
at Manaus airport , in one of the legs down to Argentina, and 
it was the same styling . Then I received this report about the 
Federal District in Brazil : same thing . The problem is that it 
is not efficient, actually . 

The harmonic ordering of function applies to the organi­
zation of space for human beings as well as it does to living 
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organisms . So we do have principles tp guide us . Take the 
principle of least action . You remember when I did the Mar­
tian city design. The way the planets are organized is a very 
good example of how to organize a city . You organize it in 
concentric circles ,  with not only spohs but a cross-axis to 
get the greatest amount of connectivit� . Once you have de­
fined the functions it fits together. For! example , the center 
of the city has the highest density of pppulation . You want 
the least distance from the functions wqich have to be there . 

EIR: Walking distance? 
LaRouche: Exactly . A dominant featlJre of the city should 
be a central educational park. Aroun4 the edge you have 
the governmental administration and other major functions . 
Now as you get out further, your dista�e functions change . 
After the central functions , the greatest idensity functions are 

the neighborhoods ,  which are househ�lds . Then you have 
industrial employment functions, which involve only a small 
portion of the population at any one tinjle . You have to have 
movement within them but you don't  need great frequency 
of movement among those things and o�her things.  You need 
accessibility from the city to those , andiback. 

Now how do you move things? You want to do this 24 
hours a day , particularly freight . It has �o be quiet . Well , we 
have that . You have warehousing , e4= . Then what is the 
cheapest way for fire protection? You have to centralize it . 
You have to build it in . What is the best lway of air condition­
ing? Look at the Mars problem. 

EIR: A serious air conditioning problt1m ! 
LaRouche: You don't  just go undergrQund and build a large 
roof. You may , but you are going to h*e to have secondary 
systems inside your residential units , with airlocks in case of 
a failure or contamination . 

I 
EIR: It needs to be like a ship with hulls that have different 
compartments . 
LaRouche: Exactly . Think about all these things ,  and they 
fall into place so beautifully . 

EIR: It would be useful to remind people of what human 
modules are in architecture . The grea. Florentine architect 
Brunelleschi never built the base of a 'tolumn higher than a 
man's  shoe . Some of these columns rotght be twice as high 
as an individual , or even more , but When you walk up to 
them, you would feel how the column was a metaphor for a 
human being . 
LaRouche: Like a caryatid . 

I 

EIR: Yes , but without human feature� .  Most construction 
today is done by industrially producedl, prefabricated mod­
ules . I do not know who decides,  and 01) what basis , how big 
those modules are . 
LaRouche: It is an educational prob�em. People say , "I 
want to live in one of those . "  The way these function is as 
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large bedrooms for employers and managers . So we provide 
it that way , instead of these crazy suburban communities on 
the interstate routes . 

EIR: A person in Poland or Ukraine looks at your proposed 
Productive Triangle plan, spanning Paris-Berlin-Vienna, and 
asks , "Why do you want to concentrate infrastructure invest­
ment there , where they already have so much , as opposed to 
here, where we are so poor and have so little?" 
LaRouche: Very simple . They are looking at it from the 
standpoint of the market , the Keynesian or Walter Reuther 
standpoint. First of all , the Russians have a problem. They 
are educated in Marx , and ·Marx was not much on transporta­
tion , because for him it was not productive . So therefore they 
think of transportation as non-productive , and they say we 
have to put our emphasis on productive investments. You 
want to build a factory in a place where there are no high­
ways , no rail system. And that is where the irrationality 
comes in . 

EIR: From Marx? 
LaRouche: It ' s  reinforced by Marx . But it is also reinforced 
by the Rothschilds ,  who had the same ideas . The Rothschilds 
would never invest in railroads . The United States was 
unique in being the center-also Colbert in France-for forc­
ing this issue of transportation . The United States was created 
as a federal union on the basis of infrastructure: canals,  roads, 
etc . The railroad concept was developed here , which 
Friedrich List took to Europe after participating in the devel­
opment of the American railroad . So we understood this ;  we 
had to develop a large country , and we needed roads and 
other things to be able to do so . And they had a military 
strategic conception of infrastructure . Then power-water 
power, steam, all these things became obvious . But in gener­
al what is taught as economics ,  starts with the individual 
fund of money , the finiteness of the purchasing power of 
consumers . And these poor people think in terms of money . 
"We have to get this , this is more important to us . We don't  
need a railroad . We don 't  need to take a trip . "  Yes , but the 
raw materials that go into producing the product that you 
wear, and eat , and use , require it. They don't  see that the 
density of ton-miles per hour per square kilometer is what 
determines it. They don't  see that the amount of kilowatts 
per square kilometer per capita has something to do with 
the productivity . They may see that water development has 
something to do with it. They may see that education is 
necessary . But they may not understand it axiomatically . 

You see what happens with health insurance. We don't  
need a health insurance policy . What we need are hospitals 
and clinics.  Because if people are sick, and they can get to a 
clinic or hospital that is staffed , then we will figure out in the 
morning after we have started treatment, who is going to pay 
for it . We don 't  want a system where they check your credit 
card before they decide if you go to a hospital , and which 
one . You're bleeding on the street, and they say , "We can't  
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move you till we check your credit card . "  The idea that every 
individual has to make his own ¢ontribution is an insurance 
racket. In the old days the idea was to have the hospitals ,  a 
combination of public and voluritary , and clinics to supple­
ment them. Everyone gets treated . One budgetary item is to 
produce that capacity of mediaal care for that year. It is 
produced by various people and you have a certain income 
assigned for it . 

EIR: Doesn' t  the lack of that relate to what you talked about 
before , "Pull the plug on Grandma, she ' s  consuming too 
much . "  Now the whole idea---,which I understand is not 
true-but is repeated everywhere , is that health care costs are 
rising . "With the capability of keeping people alive longer 
than we used to, it ' s  getting more and more expensive ,"  they 
say . 
LaRouche: It has nothing to do with anything . Insurance 
companies require more money because they are usurers who 
require a gain on this rolling cash .' 1t is an intrinsically wasteful 
method which is used only to give the private insurance com­
panies money . 

And this is the NAFT A [North American Free Trade 
Agreement] ideology . "The wages are too high and we have 
get the wages down. "  Or the fellow says we have to produce 
milk at 50% or 30% of the cost! to the farmer producing it . 
Why? "Well this is better to make things cheaper, and that 's  
progress . "  That is  insanity . 

They have their own brand of it in eastern Europe . They 
don' t  understand productivity �d capital intensive invest­
ment . They think that capital int�nsity is Stalin , that we have 
a finite amount of money , and we want more to come to the 
households and less to the businesses . That means the end of 
progress. 

The rise of the productive po1Vers of labor is the activation 
and realization of the creative powers of the individual . So 
they say , "Let 's  be practical . " Then you say if you want to be 
practical in the sense that you art implicitly defining it , there 
is no sense wasting money in Ydur country at all in any way, 
it ' s  not going to make it . Becaus¢ without the creative powers 
of the individual , the human racerloes not exist , and no nation, 
except as a parasite . Therefore , ret' s really be practical . Let' s  
go  back to the creative powers of  the individual . 

The problem is mythologies .  We have to say , look, we are 
telling you that this is necessary . Why? Because we have to 
produce capital for the development of the world. To have 
capital you have to produce it. Therefore we have to increase 
the productivity of the areas which have the highest productiv­
ity , in order to meet the needs of the areas which have the 
lowest. If you don' t  do it that way, nothing will work. 

Now productivity means pet hectare , per square kilome­
ter. Where do you get the highest concentration of productive 
power and potential per capita in the world? In this triangular 
area of Europe . Where do you expand to? You expand to the 
productive area contiguous to it. Now you have enough to 
develop the world. 
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