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From the Associate Editor 

W e dedicate this expanded, special issue of EIR to the memory of 
Susan Parmacek Johnson, who died of cancer on April 22, at the age 
of 53. Susan was a friend and collaborator of Lyndon LaRouche for 
30 years, and was one of the founding members of the National 
Caucus of Labor Committees, the philosophical association founded 
by LaRouche. Indeed, it was at her apartment in New York City, in 
May 1968, that the SDS Labor Committee was founded: the germ of 
what became the international LaRouche movement. Susan served 
as managing editor of EIR from 1980 to 1984, and her high standards 
of excellence will never be forgotten by those of us who worked 
with her. 

Susan was a great lover of Classical culture, fluent in German. 
She devoted intensive efforts to making the treasures of Germany's 
cultural heritage accessible to Americans, through translation, partic­
ularly of the works of Friedrich Schiller. In this way, she sought to 
undercut a century of British anti-German propaganda, and to foster 
a German-American alliance. The following quotation from a work 
by Schiller which she translated, sums up Schiller's worldview, as 
well as Susan's: 

"Our destiny is, to gain knowledge, and out of knowledge, to act. 
To both belong an ability to exclude the senses from that which the 
mind performs, because in all cognition the process of perceiving, 
and in all moral volition the carnal appetites, must be abstracted 
away." (From "On the Necessary Limits in the Use of Beautiful 
Forms.") 

The content of this week's EIR would have made Susan very 
happy. The Feature presents the work of historians Anton Chaitkin, 
Graham and Pam Lowry, and William Jones, documenting a truly 
revolutionary understanding of American history. Under the leader­
ship of economist Henry Carey in the nineteenth century, American 
patriots developed a grand strategic design for global economic de­
velopment-"girdling the globe with a tramway of iron"-aimed 
at defeating the British Empire. This history, long suppressed by 
Anglophile historians, is finally coming to light. 

Lyndon and Helga LaRouche are the heirs of that Carey tradition. 
See Political Economy for a full report on a conference in Rome, 
addressed by the LaRouches and distinguished Italian leaders. 
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Bankers push deregulationl ; 
attempt to save their hides' 
by John Hoefle 

With fires blazing all over the global monetary and financial 
system, and the imminent threat of a reverse-leverage disinte­
gration of the $1 00 trillion derivatives market, the British­
centered international financial oligarchy has launched an as­
sault on national banking laws.  By asserting the primacy of 
the "markets," the oligarchs hope to prevent the United States 
and other nations from taking the steps necessary to protect 
themselves and their populations. 

There are two broadly defined pol icies on the political 
table. The first, advocated by economist Lyndon LaRouche 
and his co-thinkers, is for sovereign nations to band together, 
put the financial bubble through the equivalent of a bank­
ruptcy proceeding, and launch a series of world development 
projects. The opposing policy, that of the Club of the Isles 
financiers, is to use the crisis to smash the nation-states, and 
tum back the clock to the days when the empires ruled the 
world, and 95% of the population were serfs, or worse . Poli­
cies which weaken the abilities of governments to respond to 
the crisis ,  strengthen the oligarchy . 

It is from that perspective, that the cal l s  for "private mar­
ket regulation" in the United States must be measured. Private 
regulation is a euphemism for deregulation, for dismantling 
laws designed to protect the public from manipulation by the 
oligarchs ; it is the law of the jungle, where the strong eat 
the weak. 

Self-manipulation 
One of the leading voices calling for deregulation, i s  Fed­

eral Reserve Chairman Alan Greenspan, who has made a 
number of speeches over the last few months, touting the 
supremacy of private regulation. 

"It is most important to real ize that no market is ever truly 
unregulated, in that the self-interest of partic ipants generates 
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private market regulation," Greenspan declared on April 2, 
in a speech to a "zero-based government" conference of he 
Association of Private Enterprise Education. "Thus, the al 
question is not whether a market should be regulated,' e 
continued. "Rather, it is whether government interven ipn 
strengthens or weakens private regulation, and at what c t. 
At worst, the introduction of government rules may actu ly 
weaken the effectiveness of regulation if government reg a­
tion is itself ineffective or, more importantly, undermi es 
incentives for private market regulation. Regulation by g v­
ernment unavoidably involves some element of perverse ·n­
centives." As "the most painful and obvious example" of s h 
"perverse incentives," Greenspan cited "the Federal sa 
net for banks ."  

"As the history of American banking demonstrat , 
Greenspan claimed, "private market regulation can be q 
effective, provided that government does not get i n  its' 
. . .  As we move into a new century, the market-stabiliz 
private regulatory forces should gradually displace m 
cumbersome, increasingly ineffective government s 
tures ." 

Greenspan' s  comments are an open call for the system {'. c 
dismantl ing of the U.S .  regulatory structure, a struct e 
which, as demonstrated by the derivati ves bubble-in whi a 
loss equivalent to less than 0.5% oftheir derivatives portfol" s 
would instantly bankrupt a number of major U.S .  banks , t . -
gering a reverse-leverage collapse of the entire system- s 
already proven dangerously inadequate . The indications 
that many such losses have already occurred, but are be� 
"papered over" for as long as possible .  I 

What Greenspan advocates ,  is precisely the policy t t 
Lyndon LaRouche compared to doctors working to save 
disease, even if it kill s the patient. \ ! 

EIR May 2, 199� 
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The imperial authorship of these demands was made clear 
in an editorial in the April 15 edition of the City of London' s  
Financial Times, which endorsed Greenspan ' s  comments, 
adding that the government safety net "poses a much greater 
threat to banking systems than derivatives will ever do. " "De­
rivatives trading . . .  has yet to confront central banks with a 
failure that poses a systemic threat," the editorial l ied. 

Freedom to loot 
This rush to deregulate was the subject of hearings held 

April 15- 17 , by the House Agriculture Committee' s  Subcom­
mittee on Risk Management and Specialty Crops. The hear­
ings were held to discuss H.R. 467, the Commodity Exchange 
Act (CEA) Amendments of 1997, sponsored by subcommit­
tee chairman Thomas Ewing (R-Il l . ) .  A key feature of 
Ewing ' s  bill, is an "exemption" from the CEA for "transac­
tions involving professional markets." 

"Capital does not recognize national currencies or bound­
aries," testified Chicago Mercantile Exchange Chairman John 
Sandner, at the April 15 hearing. He proceeded to complain 
of the "burdensome" costs of protecting small investors . 
"Markets are encrusted with regulation that inhibits their use­
fulness to sophisticated institutions," Sandner insi sted. Sand­
ner was reiterating comments he had made on Feb. 1 1, in 
testimony before the Senate Agriculture Committee on 
S. 257, the Senate counterpart of H.R. 467. Sandner com­
plained that the Commodity Futures Trading Commission 
(CFTC) "does not view its role to be an advocate for the 
business of U .S .  futures industry interests in the world econ­
omy. Instead, the commission views its role as the insurer of 
some ideally perfect regulatory scheme." 

Pushing the same line at the House hearing, was Chicago 
Board of Trade Chairman Patrick Arbor, who demanded that 
the derivatives exchanges "be freed from the regulatory 
micro-management they have come to endure," insisting that 
the "viability of U.S .  futures exchanges is in serious jeop­
ardy," due to "crippling regulatory costs," and "outmoded 
and flawed economic thinking." 

Another nasty little problem with derivatives was raised 
by International Swaps and Derivatives Association board 
member Mark Haedicke, of Sir George Bush ' s  Enron Corp. 
Haedicke complained of "legal uncertainties that continue to 
exist" in the off-exchange over the counter (OTC) derivatives 
market, since the CEA "flatly prohibits off-exchange futures 
contracts ."  "If certain swaps transactions were ever classified 
as 'futures contracts, ' " he warned, "they would be illegal 
and unenforceable as a matter of law." That "is obviously 
unacceptable," Haedicke complained, demanding that Con­
gress exempt swaps from the CEA. 

Amidst the greed and assaults on national sovereignty, 
the testimony of CFTC Chairman Brooksley Born was a voice 
of sanity . Born warned that the "professional markets exemp­
tion" contained in the bill "could lead to widespread deregula­
tion," which "would greatly restrict federal power to protect 
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against manipulation, fraud, financial instability and other 
dangers." This would "radically alter the regulatory system," 
and would "pose grave dangers to the public interest," she 
warned. 

Born noted that, by the exchanges '  own figures, exempt­
ing entities with $1 million or more in net worth from federal 
oversight, would exempt nearly 90% of the trading volume 
on those exchanges .  

"It is the large institutions which have the greatest power 
to hurt us all by their attempts at manipulation," Born warned. 

Not forgotten, not forgiven 
A similar assault is under way in the banking world, sig­

nalled by the April 6 announcement that Bankers Trust New 
York Corp . ,  is buying Baltimore-based Alex. Brown, Inc . ,  an 
investment bank and broker, a deal which takes aims point­
blank at the Glass-Steagall Act of 1933, which prohibits com­
mercial banks from engaging in investment banking. It is the 
Glass-Steagall Act, passed to curb the criminal activities of 
the banks that contributed to the Great Depression, which 
forced the breakup of the British-allied House of Morgan, 
into the J.P. Morgan bank and the Morgan Stanley investment 
bank. The House of Morgan has neither forgotten, nor for­
given, and is leading the fight to abolish Glass-Steagall .  

The Bankers Trust-Alex. Brown merger is a clear case 
of the regulators working in collusion with the international 
bankers to violate U .S .  law . Bankers Trust, readers may recall, 
was de facto, if unofficially, taken over by federal regulators, 
in the wake of the 1994 scandals in which the bank was caught 
flagrantly cheating its derivatives customers . Deputy Trea­
sury Secretary Frank Newman resigned his government post 
to join Bankers Trust as vice-chairman, then quickly took 
over the presidency and chairmanship, replacing officials who 
were either fired, or "retired." Greenspan' s  predecessor as 
Fed chairman, Paul Volcker, was also brought in as a director. 
The regulatory coup complete, the new management began 
unwinding the bank' s derivatives deals, and settling with 
cheated customers . 

The Federal Reserve helped clear the way for the deal, by 
raising to 25%, from 10%, the level of gross revenues the 
banks could earn from the underwriting activities of their 
"Section 20" securities affiliates .  Over the past decade, the 
Fed has actively undermined the law,  granting permission to 
some 30 U.S .  and foreign banks to set up illegal securities af­
filiates .  

The elimination of the Glass-Steagall barrier between 
commercial and investment banking is intended to pave the 
way for a rapid consolidation between the two sectors, similar 
to the consolidation already taking place among commercial 
banks, thereby increasing the dominance of a handful of insti­
tutions .  But the new banks won ' t  be too big to fail :  They will 
be too broke to survive. Chase Manhattan, for example, now 
has $336 billion in assets, but also has $5.6 trillion in deriva­
tives . 
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Wall St. 'lizards' want 
a private sector IMF 
by KatbyWolfe 

While the media tried to convince Americans that no Wall 
Street crash is coming, a meeting of the "Reinventing Bretton 
Woods Committee," on April 4-5 at New York's Bloomberg 
Financial Center, discussed the urgency of the global financial 
crisis, which, the group believes, cannot be handled by exist­
ing institutions. The group's purpose, said Marc Uzan, execu­
tive director of the committee, is to "try to manage the crisis­
the problem is, no one is thinking about the crisis! But we 
do." The group called for a new private world monetary sys­
tem, which would "set up a private sector IMF [International 
Monetary Fund]," U zan said, to be dictated, naturally, by the 
City of London, and by Wall Street. 

While participants included World Bank Chief Economist 
Joseph Stiglitz and IMF officials, the "Reinventing Bretton 
Woods Committee," however, is funded and run by what EIR 

has called the "lizards": private family investment banks run 
out of London, with important Wall Street branches, such as 
Lazard Freres, the manager of the 1975 bankruptcy which 
destroyed New York City. 

Allied to the "lizards" in the new committee, are the global 
raw materials cartels, such as Anglo American Gold Mines, 
the Cargill grain cartel, and other private cartels. The cartels, 
many run by the same private families, are busily cornering 
the world raw materials markets, while the Wall Street press 
continues to convince the "mickeys" to put all their money 
into stocks. 

The group's funders, Uzan told ajournalist, are Goldman 
Sachs, Salomon Brothers, Chase Manhattan Bank, Holland's 
Rabobank (which controls much ofU .S. Midwest agricultural 
land), Swiss Bank Corp., Union Bank of Switzerland, and the 
World Gold Council, a front for Anglo American Corp.'s 
South African gold mines and Sir George Bush's other friends 
in the mining industry. Peter Munk, chairman of Barrick 
Gold, which Bush advises, is today the chairman of the World 
Gold Council. 

The advisory board for the committee includes John Lip­
sky, the former Salomon Brothers chief economist who has 
just become executive director of Chase Manhattan Bank; 
Stiglitz; Harold James, who wrote the official history of the 
IMF; Ashwin Vasan of the London-run Oppenheimer Fund; 
and David Hale of Kemper Investments. 

Their purpose, Uzan said, is to replace governments, es-
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\ 
pecially any whiff of government influence over thel ptIvate 
capital markets, including that of such bankers' insthij\1ions 
as the IMF. Even the IMF, they fear, might somehow, �ome­
day, be influenced by the governments comprising its e�ecu-
tive board. i ! 

"There is an enormous fear, he said, "in the Ip6IVate 
sector, that there will be a series of Mexico crises, onei after 
the other . . . .  This can happen in Russia, which is jss1.'ling 
Eurobonds; what will you do when they default? The �overn­
ments and their institutions such as the IMF and: World 
Bank, can't do the job" of managing it all. The conilm�ttee 
has even published a book in London, Financial 'Sy�tem 

Under Stress. 

Revive the British Empire ! i 
Thus, Uzan said, we need to "rethink all the old .re ton 

Woods institutions," naming the IMF, the World Bailk, the 
Bank for International Settlements, the UN, the Organiza ion 
for Economic Cooperation and Development, and tht () er 
institutions, nominally run by governments, which ere 
formed following world negotiations at Bretton Wood., ew 
Hampshire toward the end of World War II. All of th¢se he 
said, "must be totally privatized and redesigned." i 

Today, governments are not only obsolete, but power 
to control the more than $60 trillion in private derivatitJe 
other capital markets; the private sector tail is waggihg 
government dog. "When the old Bretton Woods institiuti ns 
were designed in the late 1940s, government financihg an 
the world, and the private sector was not so conside�abl ," 
Uzan explained. "Today, it's the complete reverse. G�ve -
ments are doing less and less, the U.S. won't even pay i,ts N 
dues, let alone give major sums to the IMF-and the priv te 
markets are gigantic." I 

Thus, he avers, what must be done is to re-create the lsit a­
tion during the British Empire, when the London bapks 
backed by Royal Navy muscle-ran the world. "When�v a 
government defaults-and there will be increasing nu� rs 
of defaults," he said, "we have to set up a private IMF to 
coordinate, to get all investors and creditors together, to be 0-
tiate with the defaulting country. It would be modelled �n e 
19th-century Council of Foreign Bond Holders," under Whi h 
British gunboats were sent to collect the debt in iLa in 
America, Asia, and Africa. ' 

With the exception of the Rockefeller family's th se 
Manhattan, with its important ties to the Six Sisters oil dat1t 1, 
the other private banks involved in the committee a¢ ot 
commercial banks, which will take deposits, and make Ip s, 
thus taking the risk upon themselves. Investment bank! "Ii -

ards," however, have little or no truck with John Q. Pub ic 
and his deposits, and do not take loan risks "on their 0 n 
books." They "manage investments" for wealthy clients---4 r 
a fee. 

"The IMF, for example, may do a bit of negotiating ti r 
commercial banks with debtors," Third World countri s 
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which got loans from the banks, Uzan pointed out, "but what 
about all the other billions of dollars being invested by private 
companies such as Goldman Sachs? . .  So, we bring in the 
finance minister from Mexico, Argentina, or Brazil ,  to explain 
to a group of private investors, what is happening in these 
countries." 

Asked about Lyndon LaRouche' s  call for a "New Bretton 
Woods" monetary system pegged to gold to resurrect world 
trade, Uzan laughed that this is  "impossible . . . .  We need to 
reinvent the whole system, not just worry about currencies," 
he said. "We cannot go back to a fixed exchange-rate system. 
We have enormous capital flows around the world, and we 
are for the free market, so there i s  no way to peg the currencies 
as we did before . We need other solutions to prevent panic." 

Crush Asia and Africa 
In Asia, Uzan warned, there will be massive currency 

crises, from Japan to Korea to Thailand, so what they really 
need i s  a new private "Asian BIS," modelled on the Swiss­
based B ank for International Settlements which groups the 
U.S .  and major European central banks. The central bank in 
each country, of course, he pointed out, i s  controlled by the 
private banks-just as is the U.S .  Federal Reserve . The hot 
money haven of Thailand, he said, is most loudly pushing for 
the "Asian BIS," but the real controllers will be the British 
Commonwealth outposts of "Australia and Singapore, which 
will be very powerful .  They must have a forum to deal with a 
Mexican-type crisis in Asia." 

The "Reinventing B retton Woods Committee" will hold 
its next event on helping the cartels  take over Africa, which 
is  now conveniently being depopulated. Their next meeting, 
on April 29 in Washington, i s  entitled "How to Reintegrate 
the Poorest Countries ."  It will focus on "getting private in­
vestment going into the poorest nations, those without access 
to capital markets, especially in Africa," Uzan said. It will be 
co-sponsored by the United Nations Development Program, 
the World B ank Multilateral Investment Guarantee Agency 
(MIGA),  and the Chase Manhattan Foundation. 

"African nations are not even 'emerging markets , '  " Uzan 
said, referring to the Wall Street buzzword for the so-called 
Asian tigers and other recent targets of Anglo-American hot 
money. "You ' d  have to call them the pre-emerging markets­
or the submerged markets . The question is, how can we now 
catalyze the private sector to go in there and invest? The 
private sector, the investment banks, and others , have now 
invested in Latin America and Asia; how do we get them 
into Africa?" 

Uzan, who wants to set up a private sector IMF, is not, 
however, averse to looting government funds to do this .  He 
suggests that the World B ank' s MIGA insurance fund, en­
tirely financed by U.S .  and European national tax dollars, be 
used to insure the investments by foreign companies, such as 
B arrick Gold, in Africa. That is, as Henry Kissinger says,  that 
the role of governments is to "serve" the private sector. 
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Red River floods show: 
Time to 'think big' 
about infrastructure 
by Marcia Meny Baker 

As this issue of EIR goes to print, the flood crest of the Red 
River of the North should be reaching the city of Winnipeg, 
Canada north of which the Red empties into Lake Winnipeg. 
The scale of flooding in parts of southern Manitoba, North 
Dakota, and Minnesota (the Red flows south to north) has 
been phenomenal-"biblical" is the term used by President 
Clinton, during his April 22 aerial inspection tour of the town 
of Grand Forks, North Dakota, located near the mid-point of 
the 564-mile-long Red River. 

The lesson to be drawn, is that the protection to be pro­
vided against natural disaster should likewise be phenome­
nal-of a man-made kind. There's no technological problem, 
just a mental problem. The situation in Winnipeg makes the 
point for infrastructure-building policy in North America, and 
anywhere in the world: Think big. 

The Winnipeg Red River Floodway 
Winnipeg (population 640,(00) is home to the 29-mile­

long diversion channel known as the Winnipeg Red River 
Floodway, otherwise called the "Ditch." In the wake of the 
1950 flood of the Red River, which displaced 100,000 people 
from their residences, wrecked 10,000 homes, and caused an 
estimated $650 million in damage, the town designed and 
built the Floodway, which was completed in 1968. The cost 
ran about $2 billion-and was worth every penny. During the 
17 floods since then, the town has been safe. At a low estimate 
of $200 million in damages per flood, the city, province, and 
nation of Canada have saved $3.4 billion, free and clear. 

The current Red River "Flood of '97" is bigger than the 
previous floods, so Winnipeg may experience some damage 
this time, but it will be lessened thanks to the foresight of 
those who built the Ditch. The idea of the Floodway is to 
channel flood water eastward, into a levee-lined channel, 
away from Winnipeg, and dump it back into the river channel 
downstream. The Floodway is abetted by a network of perma­
nent dikes, which can be, as at present, augmented by tempo­
rary reinforcements (sandbags and clay), as required. The 
Floodway is one of the biggest single projects in Canadian 
history. On April 21, the floodgates were opened. 

On a piecemeal basis, certain other locations along the 

Red River watershed likewise have installed some critical 
flood protection structures. For example, Oslo, Minnesota (23 
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miles downstream from Grand Forks), has built a three-rioile­
long levee that stands an average of 12 feet high, and al� but 
encircles the town. Eight towns in southern Manitoba pave 
"ring dikes." However, the called-for infrastructure has not 
been built on an integrated, systematic basis throughoullthe 
Red River basin. Grand Forks does not have a ring dike!sys­
tern. Some 90% of the town's area (27 square kilometers) has 
been flooded; 48,000 out of 50,000 residents were evacwlt�ed. 

Key infrastructure is likewise lacking in parts of the iRed 
River's adjacent hydrological basins-the Upper MissisSippi 
to the east, and the Missouri to the west. As the "post-indus­
trial" policies took hold in the early 1970s, systematic water 
improvement projects were shelved. The hydrologic ch�ra.c­
teristics of each watershed differ, but the designs, in most 
cases, were worked out as of the 1 950s, but not completed. 

In the case of the Red River, the challenge is to bulld 
systems that cope with high water, over mostly a wide,: flat 
plain-the old lakebed of the Ice Age Lake Agassiz. AS of 
April 22, the Red River was almost 40 km wide near theUS.­
Canada border, nearly covering whole counties. Four major 
dams and reservoirs for the river's watershed (for floods, Irri­
gation, and other uses) that were designed by the Army CqI!Ps 
of Engineers, were never built. • I 

In the huge Missouri River basin, the overall plan voted 
by Congress in 1944, was never completed. The series of"aig 
Dams" and reservoirs on the main channel were built, but 
much else remains undone. An Army Corps of Engineers 
spokesman at the Omaha division told EIR on April 21 tlhat 
flooding this spring, in such places as the James River Val�¢y 
(flowing through the Dakotas, into the Missouri River in Ne­
braska), would have been mitigated if the Corps' channeli�a­
tion, irrigation, and related improvements to the James system 
had been done. 

I! 

A 'Marshall Plan' approach? 
On April 22, President Clinton said of the Red RiveI' at 

Grand Forks, "I don't recall ever in my life seeing anythjng 
like this." He added that it was "not an ordinary disaster) if 
there is such a thing." He announced a rebuilding fund of 
about $488 million. Why not a "Marshall Plan" approachJ is 
the question that was raised on April 21, by administratitm 
officials at the meeting with representatives of the Con$r¢s­
sional offices from the affected states (Dakotas, Minnesbta). 
Govs. Ed Schafer (N.D.) and Arne Carlson (Minnesota) �eld 
a news conference that day, stating their intention to fotnl. a 
joint Red River management authority. 

At an April 2 1  press briefing in Washington, Senate.Mi­
nority Leader Tom Daschle (D-S.D.) said, "You've seed the 
reports, but the reports really can't do justice to the damage 
and to the extraordinary loss that we have incurred. It is fsti� 
mated that we have lost 200,000 head of cattle, and loss and 

property damage perhaps exceeding a billion dollars .. .. iltii$ 
without precedent, without any comparison in history tn 
South and North Dakota." I 
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AustraHa Dossier by Robert Barwick and Allen Douglas 

Machine-tool industry disappears 

The Industry Commission has put the final nail in the coffin of 

this once-vibrant sector. 

T he Mont Pelerin Society-domi­
nated Industry Commission (IC), soon 
to be known as the Productivity Com­
mission (see EIR, April 25, p. 1 1 ) , has 
recommended that on June 3 1 ,  the last 
remnant of Commonwealth govern­
ment assistance to Australia' s once­
flourishing machine-tool industry be 
terminated.  In January 1 996, then-As­
sistant Treasurer George Gear man­
dated the IC to investigate the bounty 
(subsidy) on the production of machine 
tools and robotics in Australia. The IC 
report was compiled by Presiding 
Commissioner Maurice Joyce, a for­
mer manager of the Comalco subsid­
iary of RTZ-CRA, of the Queen' s  raw 
material cartel ;  Joyce is also an em­
ployee of the World Bank. His recom­
mendation finishes off a sector which 
once challenged the world' s best. 

The history of machine-tool pro­
duction in Australia is a study in diri­
gism: The industry has done well only 
when the government has made it a 
high priority, as it did during the two 
world wars of this  century . Ian Ken­
nedy, of Business Victoria, a Victorian 
state government department, has 
written a fascinating history of the in­
dustry entitled Manufacturing His­
tory: The Australian Machine Tool In­
dustry, 1910-1995. In it, Kennedy 
reports that the industry began when 
1 7  firms diverted resources to produc­
tion of machine tools during World 
War I; Australia at the time was a 
country with a population of only 3 
million. 

But, by the outbreak of World War 
II, only three machine-tool companies 
existed. In March 1 939,  the govern­
ment set up a Commonwealth Ma­
chine Tools Committee as part of the 
new Department of Munitions.  The 
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committee established the Directorate 
of Machine Tools and Gauges, under 
the direction of Col. Frederick Thorpe, 
the nation' s  leading authority on the 
subject. In 1 943,  Thorpe wrote in Aus­
tralia Today: "There is ,  generally 
speaking, no machine too large or too 
intricate for the Australian engineer to 
tackle, if the need is sufficiently ur­
gent ." A British MP, Sir Oliver Sim­
monds, who visited Australia in 1 944, 
was reportedly astonished to find that 
of 52,000 complex machine tools be­
ing used in Australian industry , 1 1 ,000 
were from the United States under 
Lend Lease, 5 ,000 were from Britain, 
and 37,000 had been manufactured do­
mestically. 

Encouragement for machine-tool 
production continued into the two de­
cades following the war, with most of 
the impetus coming from Australia' s 
post-war reconstruction program, par­
ticularly the huge Snowy River Hy­
droelectric Scheme, and the establish­
ment of an automobile manufacturing 
industry, beginning with the govern­
ment-initiated General Motors­
Holden car. 

However, in the 1 960s, govern­
ment support diminished quickly; be­
tween 1 960 and 1 965, ten firms ceased 
production, and imports soared. In 
1 966, the Machine Tools and Gauges 
Industry Advisory Committee, 
chaired by Wilton Eady, advised the 
Minister for Supply,  Sen. N.H.D. 
Henry, that the "situation in the indus­
try is extremely critical, and positive 
action must be taken if the industry is 
to survive." Despite this ,  the govern­
ment directed, in November 1 968,  that 
"the machine-tool industry should not 
be encouraged to expand beyond the 
range within which it is now ope rat-

ing" (emphasis added). In 1 972, the 
government introduced the Metal 
Working Machine Tools Bounty Act, 
which specified bounty assistance of 
33 .3% of the factory cost of dril l ing 
machines, grinding machines, lathes, 
power-fed special purpose machines, 
and numerically controlled machining 
centers . The general tariff rate at the 
time, 35%,  was also a help. 

But for many companies, it was 
too late . As Eady wrote in 1972, "Had 
the government acted in 1 967 , I think 
the machine-tool works might have 
survived. But by 1 972 the situation 
was beyond recovery ." 

It got worse : In 1 973 ,  the Whitlam 
Labor government dropped tariffs by 
25% across the board, and, during 
1 988-96, the bounty was dropped to a 
ridiculous 5%.  

As Lyndon LaRouche has elabo­
rated, without a "full-set" machine­
tool industry, a nation can not be truly 
sovereign. The Mont Pelerin hacks 
who have dominated Australia' s gov­
ernments over the past two decades 
have made clear that they would like 
Australia to continue its colonial sta­
tus.  As current Primary Industries 
Minister John Anderson has stated, 
Australia should not be a "processing 
nation," but a "raw materials exporting 
nation ." This deliberate col lapse of 
machine-tool-led manufacturing was 
also the single largest contributor to 
last year' s current account deficit of 
over $ 1 4  billion . 

At the end of World War II, U.S .  
President Franklin Roosevelt and 
Australian Prime Minister John Curtin 
envisioned using Australia' s machine­
tool industry to help industralize Asia, 
to thus throw off the shackles of Brit­
ish and other colonialisms. With the 
new Eurasian Land-Bridge project, 
such a possibility is opening up once 
again; and, once again, will require a 
vast expansion of machine tools to re­
ally succeed. 
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Business Briefs 

Russia 

Pro-development finance 
official Vavllov ousted 

In a move orchestrated, if not conducted, by 
London, Russia's First Deputy Finance Min­
ister Andrei Vavilov, who favored building 
the Eurasian Land-Bridge, was forced out of 
office on April 15, and replaced by Aleksei 
Kudrin, a free market protege of First Deputy 
Prime Minister and Finance Minister Ana­
toli Chubais. The move occurred while Ku­
drin was in London, where he was attending 
the annual meeting of the European Bank for 
Reconstruction and Development (EBRD). 
Vavilov's ouster was not a surprise, since 
Kudrin had told the EB RD crowd a few days 
earlier, that the change had been decided, and 
an announcement would be forthcoming. 

Kudrin told an interviewer from the Lon­
don Financial Times: "Vavilov is leaving the 
government and will be moving into the 
commercial sector. He has handed his brief 
over to me and I will be taking over all his 
business in the government." On April 16, 
the Financial Times hailed Vavilov' s depar­
ture, calling Kudrin "the tough-minded 
young market reformer, who is already a 
deputy finance minister," and adding that 
"Kudrin is a protege of Mr. Chubais, the ar­
chitect of Russia's mass privatization 
program." 

Shipping 

British taking over 
U.S. merchant fleet 

On April 14, the Singapore-based Neptune 
Orient Lines announced that it is buying the 
APL shipping company, the second largest 
U.S. ocean-freight carrier. In 1996, APL had 
twice the revenue of Neptune Orient Lines, 
yet Neptune Orient is the company making 
the takeover. Last fall, P&O Containers, part 
of the British imperial Pacific and Orient 
Steamship nexus which had been central to 
Britain's 19th-century Opium Wars, pur­
chased NedlIoyd Lines. And. Canadian Pa­
cific Ltd. is proposing to take over Lykes 
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Brothers Steamship Co. 
If the proposed Neptune Orient-APL 

merger is approved by the U.S. Maritime 
Administration, it will mean that 84% of 
containerized goods shipments will move in 
and out of the United States on foreign-flag 
ships: Of the top 13 U.S. shipping lines, only 
No. I ,  SeaLand Services, and No. 13, Crow­
ley American Transport, will be in Ameri­
can hands. 

The British incursions into the U.S. mer­
chant fleet raise serious national security 
questions: In the event of war, the private 
merchant fleet becomes part of the U. S. Mer­
chant MarinelNavy, and functions to trans­
port war materiel and industrial goods neces­
sary for the war effort. For this reason, it has 
al ways been considered a matter of national 
security to keep the private U.S. merchant 
fleet largely in American hands, and every 
year the U.S. government provides subsidies 
to keep the merchant fleet in shape. Now, the 
U.S. carrying trade will be in foreign hands, 
and under the ownership of Her Majesty's 
British Commonwealth, in particular. 

Real Estate 

Berlin construction 
bust causing tremors 

A real estate disaster in Germany's capital 
of Berlin is escalating into a banking crisis, 
at the same time that the state of Berlin is 
threatened by insolvency. There are 550 pri­
vate construction projects with an invest­
ment volume of DM 70 billion (about $44 
billion) under way in Berlin, many of which 
are turning into failed speCUlations, as the 
economies of Eastern and Central Europe 
contract. Further aggravating the situation is 
the desperate financial condition of Berlin 
state, and the failed union of Berlin and Bran­
denburg states. Now, huge amounts of 
newly-built office space in central Berlin re­
mains empty, while even apartments on the 
city's outskirts are going begging. The mar­
ket for industrial real estate has almost com­
pletely collapsed. 

One immediate consequence has been a 
shake-up in the Berlin banking sector. The 
Bankgesellschaft Berlin (the result of a 

merger, in order to compete with the big 
Frankfurt banks) recently announced that it 
has had to write off DM 2.2 billion due to the 
collapse of real estate prices. In early April, 
the semi-public Berliner Grundkreditbank 
suddenly reported that it was doubling its 
real estate loan loss reserves. When rumors 
started that it was going under, it was hastily 
merged with the Berliner Volksbank. At the 
same time, Berliner Volksbank merged with 
the troubled K6penicker Bank. 

Simultaneously, Berlin's budget holes 
are tearing wide open, despite the alleged 
prosperity resulting from privatization 
schemes. In mid-April, the Berliner Mor­

genpost reported that by the end ofJune, the 
Berlin state government would have to de­
clare insolvency. Finally, the Berlin cham­
ber of trade and commerce reports that. since 
1991, the number of industrial jobs there has 
collapsed from 256,000 to 130,000. 

Economic Policy 

'Maastricht, not China, 
is threatening Europe' 

Pedro Nuneo, chairman of the Academic 
Council of the China Europe International 
Business School in Shanghai, argued that 
Europe is not threatened by China, as the lat­
est scare stories have it, but rather by Eu­
rope's "blind faith" in the Maastricht "con­
vergence criteria" for monetary union. 

Under the headline, "China's Economic 
Growth to Benefit World," Nuneo, a Span­
iard, wrote in China Daily: "Europe is in 
deep trouble now. And certainly it is not be­
cause of China. It is because we in Europe 
have decided to implement the Single Mar­
ket and the European Monetary Union 
(EMU), and the single currency (Euro). With 
blind faith, we are convinced that everything 
will improve in the long run, even if it be­
comes even worse in the near future. The 
process of convergence under the Maastricht 
Treaty is contributing to the paralysis of 
some economies, such as France and Ger­
many . . .. This, in tum, creates mounting un­
employment. We claim, in Europe, that we 
cannot sustain, anymore, the level of social 
welfare which we are used to, and on which 
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our society to a great extent is based . . . .  
"We, in Europe, have failed to produce 

economic and business models that fit our 
reality . . . .  We are now trying to fit Europe 
with a shoe-hom into the elegant simplicity 
of the single market, single currency model, 
in spite of the painful results." 

By contrast, "China has been capable of 
sustaining outstanding rates of growth." The 
Chinese policy is "intelligent and coherent," 
driven by "creativity and imagination." He 
concluded: "It is important that China con­
tinues to maintain its own independent 
thinking in business and economy. There is  
wisdom in the way China is  managing itself, 
and there must be respect. Statements about 
stopping China do not seem to be very scien­
tific or rigorous, and probably not even 
ethical ." 

France 

Public budget deficit 
showing robust growth 

A confidential note from France' s  budget of­
fice to President Jacques Chirac and Prime 
Minister Alain Juppe projected that the 
country' s  budget deficit could hit 3.8% this 
year and rise to 4.5% next year, according to 
Le Monde on April 18. The Paris daily of­
fered the analysis that this means the "public 
deficits could be extremely grave," and 
"make it impossible for France to satisfy the 
Maastricht Treaty criteria, unless a really 
rigorous plan is adopted." 

The French had committed themselves 
to lower their deficit to 3% by 1997, in order 
to proceed with the European Monetary 
Union in 1999 as planned. The budget of­
fice ' s  note gloomily says that even with new 
austerity measures, the 1 997 deficit could 
not be brought below the 3.5% mark, which 
includes a social security deficit rising to 47 
billion francs (roughly $9. 3  billion) instead 
of the FF 17 billion targetted by the 1995 
Juppe plan. For 1 998, even with a new aus­
terity plan, the deficit would still hover in 
the 4% range, with the social security deficit 
reaching a record FF 58 billion.  If France 
wants to reach the 3% target in 1997, it has 
to reduce budget commitments by 75 bil-
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lion francs .  
In this  situation, says Le Monde, France 

must choose between plague and cholera: I )  
an even tougher austerity plan projected by 
the Chirac-Juppe government (should it sur­
vive the "snap" elections, which Chirac 
called after Le Monde 's analysis was writ­
ten); or 2) a tougher austerity plan, plus a 
sharper "liberal" tum in the government pol­
icies, which were originally proposed by 
Juppe predecessor Edouard B alladur and his 
B udget Minister Nicolas Sarkozy. 

Eurasia 

Iran bOOds Caspian Sea 
to Persian Gulf canal 

A good example of the long-term infrastruc­
ture development planning which is being 
undertaken in Iran, is found in the proj ect 
for a canal to connect the Caspian Sea to the 
Persian Gulf. According to a brochure re­
ceived by EIR, the canal will go from the 
Caspian, just north of Gorgan, to the Gulf 
port at Bandar Abbas. It will pass through 
the Central Desert, west of Mashhad, then 
along the Lout Desert, east of Kerman and 
west of Zahedan, to the port. 

The estimated transport that the canal is  
to allow, both transit and internal, will be 100 
million tons per year, in 2021. The design 
capacity specifies 5,000 tons deadweight 
(dwt) river sea-going vessels, plus 1 12 
barges. At an average speed of 10 kilometers 
per hour, the transit time will be 12 days. The 
canal will be 2,070 km long, in three major 
sections: 230 km in the coastal area (from 
sea level to 850 meters), 140 km through 
mountains (maximum 1,400 m), and 
1,700 km through level areas (approxi­
mately 850 m). The water required will be 
750 million cubic meters, plus 300 million 
m3 for agricultural and industrial use. The 
water resources are 950 million m3 of surface 
water, plus 100 million m3 of underground 
water. 

The canal is apparently a pet project of 
President Ali Akbar Hashemi Rafsanjani, by 
profession an engineer, who can be expected 
to work on it, after he completes his term 
next year. 

Briefly 

CHINA i s  expected to follow Rus­
sia and reach agreement for develop­
ment of a large Iraqi oil field, an Iraqi 
oil official said on April 16. A delega­
tion from the Chinese National Petro­
leum Corp. will be in Baghdad soon 
to sign an agreement to develop the 
billion-barrel Ahdab field. Earlier, 
three Russian companies secured 
rights to develop 8 billion barrels of 
reserves in the Qurana field. 

FILIPINO retailers from the Kata­
pat movement are threatening a strike 
if President Fidel Ramos acts to re­
peal the Retail Trade Nationalization 
Act, a 50-year-old protectionist law 
barring foreign investors in the retail 
sector. Katapat has 80,000 members 
representing 32 trade and industry as­
sociations .  

TAIWAN and China opened the 
first direct shipping line between 
them, linking the ports of Xi amen and 
Kiaosiang, on April 23. Considerable 
investments in the rail and road infra­
structure, port facilities, and indus­
trial ventures will accompany the in­
crease in trade. 

ARMENIA, Turkmenistan, and 
Iran expanded their cooperation 
agreements during the recent meeting 
of their foreign ministers in Yerevan, 
Armenia, for their sixth tripartite dis­
cussions. They signed memoranda on 
cooperation in trade, transport, bank­
ing, energy and gas supplies, and 
tourism. 

AFRICAN AND ASIAN ministers 
will hold their second meeting in 
Thailand on June 11-14, including 
ministers from 20 Asian and 44 Afri­
can nations, to "discuss boosting eco­
nomic ties." 

'ASIA TIMES' responded to EIR 's 
expose of the free-market fraud of 
Asia' s "toothless tigers" on March 
27, by asserting that "ASEAN Tigers 
Will Roar Again Soon." Wrote col­
umnist Levi Folk, former analyst for 
Bank Credit Analyst of Montreal, 
"judging by the strong economic start 
in e vidence this year, 1 996 appears to 
have been the odd year out." 
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Battle for global economic 
recovety is brought to Italy 

On April 10, Lyndon LaRouche and Helga Zepp LaRouche 
werefeatured speakers at a conference at the Hotel Columbus 
in Rome, sponsored by EIR and the Italian Solidarity Move­
ment, designed to discuss the necessity of a war plan to bring 
the world out of the worst financial disaster in mankind's 
history. LaRouche 's call for President William Clinton to 
convene a New Bretton Woods conference, to organize a 
worldwide economic recovery, and the Eurasian Land­
Bridge project, were prominently featured in the conference, 
which was attended by more than 100 people, including lead­
ers from state-sector industries. 

Some scheduled speakers could not attend, because of the 
ongoing election campaign in Milan, and the government 
crisis. They included the president of the Lombardy region, 
Roberto Formigoni, and Sen. Flaminio Piccoli, former gen­
eral secretary of the Christian Democracy and president of 
the Christian Democratic International. In his telegram to the 
conference, Formigoni wrote, " Unpostponable institutional 
deadlines do not allow me to come to Rome. I wish however 
to express my vivid appreciation for this initiative, being 
aware of the importance of this conference which, I am sure, 
will give an important contribution to international economic 
policies. " Piccoli is among the signers from Europe of the 
calif or a New Bretton Woods conference. 

We publish here the speeches and papers presented to 
the conference. 

Speech by Lyndon LaRouche 

My major intent is  to indicate to you, the options which face 
Italy and other nations today. My purpose is to emphasize the 
solutions to the great crisis upon us ,  but to do so, I must 
indicate the nature of the crisis .  Because what one reads in the 
press, what one hears in government circles today, is totally 
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irrelevant to the reality which faces the world in the immediate 
weeks and months ahead. 

There is  nothing in the history of Europe to compare with 
what is  happening right now, since the middle of the 1 4th 
Century . You may recall that with the collapse of the great 
Lombard banks, Europe went into a Dark Age for some period 
of decades . That is the nearest approximation of a precedent 
for what is happening right now. But what we are facing right 
now is  far worse, and it is global ; it is not restricted to one 
part of the planet. 

This is not a matter of a recommendation, it' s a matter of 
fact: that, contrary to all debates and discussions of policy 
within governments and elsewhere, it i s  not possible for the 
present international monetary and financial systems to out­
live the months ahead. If no one decides to destroy it, Maas­
tricht shall be destroyed in the process .  There is  nothing to 
debate. That which ceases to exist, ceases to exist. It is beyond 
the power and will of man to save this  monetary and finan­
cial system. 

There are approximately over $ 1 00 tril l ion worth of 
worthless paper sitting in the world financial and monetary 
system. If a chain-reaction collapse of this paper occurs, there 
is no possible resource, phy sical resource or assets on this 
planet, which could sustain that avalanche of collapse of the 
financial system. 

And, those who say that somehow the system might be 
adj usted, or might be reformed, or might continue, are deceiv­
ing themselves. It' s not possible to save this  system. 

In the past months, for example, the New York financial 
markets wiped out $ 800 billion worth of paper values. That 
does not account for the effect of the same crash on interna­
tional markets . This crash may end some time soon. It will 
soon be fol lowed by another. It is like being in an earthquake 
zone, where the earthquakes will come one after the other. 

Nothing under the present system can stop this ,  except the 
virtual extinction of the international financial system. The 
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Ifwe don 't set up something like a New Bretton Woods system. Lyndon LaRouche said. "thenfamine. epidemics. chaos. and so forth. the 
col/apse of the nation-state system. will col/apse the level of population potential of the planet back to the level of the 14th century. And 
therefore. we have to. And I think the only reason we will do it. is because we have to .

. .  
From left: translator. Lyndon LaRouche. Paolo 

Raimondi (moderator). andformer Minister of Transportation of Italy. Publio Fiori. 

collapse will continue, until some governments decide to stop 
the process by putting the international monetary and finan­
cial institutions into government-directed bankruptcy. 

Apart from that decision to put the system into bank­
ruptcy, there' s nothing that any government or combination 
of governments on thi s planet can do to stop this system from 
disintegrating. And all discussion to the contrary is a pure 
waste of time. The system is dead. It is finished. It is over. 
Thirty years of the greatest insanity ever wrought by man are 
coming to an end. 

We once had, with all its imperfections, we have on this 
planet, coming out of Europe, a system of modem nation­
state republics.  This was an idea which was created in Italy,  
particularly in the context of the great Council of Florence, 
out of which came the great organizing effort which resulted 
in the establishment of the first modem nation-state in France 
under Louis XI. 

The use of the state, the commitment of the state to its 
citizens, was new in the history of mankind. The commitment 
toward universalizing education for all classes of people, the 
commitment to great public works, the commitment to the 
fostering of trade and industry, which are the characteristics 
of the modem nation-state, resulted in the greatest rate of 
improvment in the demographic characteristics of popula­
tions on this  planet in the entire history and pre-history of 
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mankind. Despite wars, despite the effects of colonialism, 
despite every other catastrophe . From 1 46 1  until about 1 966, 
there was a general , global improvement in population, in life 
expectancy, in conditions of life, in productivity, and general 
quality of existence, throughout this  planet. There was noth­
ing to compare with it in all human existence. The human race 
increased in population, from 300-400 mill ion people in the 
1 4th Century, to now, of course, over 5 bill ion people today. 
Life expectancy increased. Diseases, one after the other, epi­
demic diseases, were brought under control.  Despite all the 
evils made in the name of European civilization, there was 
net progress throughout this  planet as a result of the influence 
of the modem state, until the middle of the I 960s . 

For example, in the United States today, if we measure 
income in physical terms ,  plus education, health care, and 
science, the per-capita income, in terms of labor force, in the 
United States today, is half of what it was 30 years ago. 

You see the same thing throughout the world. An uneven 
process. Sub-Saharan Africa is now being destroyed. Life 
expectancy of adult males has dropped down to between 30 
and 40 years of age in Central Africa. Led by the British 
Commonwealth, the very political existence of nations of 
Africa is being liquidated.  There is a deliberate policy in 
the Great Lakes region of Africa to depopulate it of its 
indigenous population . The mountain regions, which include 
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Rwanda and Burundi, are tending to be depopulated.  These, 
of course, are the most densely populated areas of sub­
Saharan Africa. And it' s not accidental . The natural condi­
tions for life are richest there . Some people think that Ameri­
cans and Europeans should l ive there instead of Africans .  
Once the ethnic removal of the Africans  has taken place, 
then they will sell the real estate to Europeans and Americans 
to live there. 

The onrush of a new Dark Age 
The existence of political nations in that whole region i s  

being presently, right now, destroyed. For example, eastern 
Zaire is being carved up into small baronies.  These baronies 
are run by corporations. One is  a British Commonwealth com­
pany called Barrick Gold, whose highest representative is Sir 
George Bush, the former President of the United States.  They 
have stolen gold and petroleum reserves in the northeast of 
Zaire . 

We have in other areas, copper, nickel mines, that sort of 
thing; and diamond mines. These are being taken over again 
by concessions, using mercenary armies to control the terri­
tory. The area around these entelechies being created, is a no 
man ' s  land. 

You find a similar condition in Italy and in France, and so 
forth, in the decline of the Roman Empire in the West, with the 
great collapse of population there . We have similar conditions 
developing in Central and South America. We have the same 
processes occurring in the Caucasus mountains, in Central 
Asia. We have the attempt to carve up existing nation-states 
in Europe, such as Italy, into smaller groups of states, on an 
ethnic or regional basis .  

We are looking already at  the onrush of a new Dark Age, 
planet-wide. 

The point I'm making is ,  that 30 years ago, following the 
Cuban missile crisis ,  a decision was made in certain circles, 
to bring to an end industrial society .  In the middle of the 
1 960s, this  resulted in explosions in the student population in 
Europe, the United States, and elsewhere. This became known 
as a youth counterculture, echoing what happened, say, in 
Germany in the 1 920s . This was used as a lever, to push upon 
society pol icies of ending the commitment to investment in 
scientific and technological progress;  we saw the introduction 
of neo-Malthusianism and so forth, all in that same period. 

Since that time, we have seen the systematic destruction 
of all of the institutions associated with the success of the 
modern nation-state . And presently,  the political and eco­
nomic, and demographic, effects of the devolution are now 
becoming most evident. We have a reversal in demographic 
trends throughout the populations of the United States, Eu­
rope, and elsewhere . Epidemics which we had controlled are 
now coming back in new forms.  New epidemics and pandem­
ics are emerging.  The general reason for thi s  is the breakdown 
in sanitation, and nutrition, and also medical care. 

14 Political Economy 

So, this  great experiment in the New Age, in globalization 
of society, which started 30 years ago, has resulted in the 
degeneration of the system; in a great cannibalistic form of 
financial speculation . At the same time, everything is being 
done to destroy and undermine the authority and institutions 
of the nation-state . 

In the name of democracy and liberalization, the power 
of national economies is being given to bureaucracies, such 
as the international bureaucracy in Brussels or the United 
Nations '  bureaucracy.  So, governments and their citizens are 
now under the control of supranational agencies over which 
no citizens of those nations have any political control. These 
are l ike dictatorial agencies of an occupied power. And, under 
these conditions ,  we ' ve had a great speculative bubble .  

The success of wartime economies 
In the meantime, what we've lost, or we 're in danger of 

losing completely, is something we recall best from the post­
war period. It' s a peculiarity of the 20th Century, that in no 
case has there been a successful economy, in any nation of 
Europe or North America, during the 20th Century, except 
under conditions of war, or preparation for war. 

There are two reasons for this .  One reason is negative : 
that the forces which have controlled the world during the 
20th Century, on the financial level, generally are opposed to 
high rates of industrial progress.  So, those who controlled the 
financial systems and monetary systems were able to prevent 
large flows of capital from going into industrial development. 
Only under conditions of preparation for war or conduct of 
war, were large flows of investment made into the relevant 
areas of the economy. 

Now, normally. what none of the economic textbooks 
teach: How is it that a form of economy called military econ­
omy, which produced largely waste, is the cause for the high­
est rates of growth of income in the modern nation-state? 

And then you come to second stupidity in the economic 
textbooks. The economic textbooks generally teach, espe­
cially the systems-analysis variety, that you have so much 
value in goods and money going in, and so much going out. 
Now, if the student in the university is  the way I used to 
be, he would say, "Well, professor, how do you make this 
transformation, is it done by monkeys, or is it done by human 
beings? If you employed monkeys instead of human beings, 
can you get this result?" 

So what is  it about a human being that enables a human 
being to transform input into something greater than is con­
sumed? It is not, as Engels said, the opposable thumb; other­
wise, gorillas would be great producers . It is the mind of man. 
It i s  the educated mind of man. I t  is the ability of man to create 
solutions to problems by discovering and applying principles. 

How does this work? What the textbooks don ' t  tell you, 
but every successful production manager understands : The 
first thing you want, if you ' re a good production manager, is 
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you want a lot of state-produced infrastructure: transporta­
tion, power, sanitation, and so forth. 

Classical education and machine-tool design 
Now, you want the kind of education system which i s  

almost i llegal in the world today. You want an examination, 
for which no computer could score the results of the examina­
tion . If you went to a good school,  in mathematics or physics, 
for example, then the most important questions on any written 
examination, would be questions for which you had no prepa­
ration in class or textbook. To see how well your powers of 
discovery have been developed. 

In other words, the question is  not, can you give the right 
answer you were taught to give; but, can you develop the right 
answer which you have not been prepared to recite? A student 
who has been educated that way, thinks scientifically. They 
don' t  memorize ideas from the past, they relive the act of 
discovering those ideas ; which is why a good school has a lot 
of Greek Classics in it-to reexperience those great discover­
ies by the Greek Classical writers on which Western Civiliza­
tion is based. You don' t  learn the rightformula, you relive 
the experiments of the great scientific discoveries, beginning 
with the ancient geometric discoveries. 

Such an education will produce a number of scientists, 
and also some very good engineers . Now, what do you do 
with these good scientists and engineers? Apart from the edu­
cational and scientific research business ,  you set up machine­
tool design companies. Not just the maker of the machine­
tool,  but the designer of the machine-tool . New quality of 
machine-tools,  from which you get new qualities of products 
and new productive processes. 

These firms are generally owned by one or two people­
smal l ,  maybe employ one or two hundred people at the most. 
They' re almost family firms .  Some are. These are the firms 
which make industry work. You want to set up a big industry, 
you want a climate of a lot of these firms around, especially 
if you specialize each type of development of machine-tool 
technology. 

Now, when you put the labor force into the factories where 
these technologies are used, the kind of culture which is asso­
ciated with the kind of education I described, gives you a 
labor force which can quickly assimilate and master the new 
technologies supplied in this process.  

You have that in Italy,  from the 1 9th Century in the tradi­
tion of the great mathematician Betti . The hydrodynamic 
technology in Italy was about the best in the world. 

You have in Germany and the United States in the 1 9th 
Century, a close cooperation between the circles around 
Gauss and von Humboldt and the circles around Alexander 
Dallas Bache in the United States .  There was actually a co­
development of the machine-tool design sector of Germany 

and the United States-very close, during the 1 9th Century . 
Now, in the development of modem warfare, in Europe, 
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especially since the command of the French forces by Lazare 
Carnot between 1 792 and 1 794, the decisive determinant of 
strategic military capability was economic . Not only logistics, 
but military technology. 

So, when a modem nation-state prepared for defense in 
war, it had to rely upon having the most advanced technolog­
ies. And there ' s  only one way you can produce advanced 
technologies :  Expand the activity of the machine-tool de­
sign sector. 

So, in the post-war period 1 946-66, the characteri stic of 
the United States and Europe, including Germany, Italy,  and 
so forth, was the use of the machine-tool design sector, left 
over from the preparation for war and conduct of war, in the 
1 930s and the 1 940s, to use that to build up and rebuild the 
economies of these nations .  

Since the 1 960s, we have seen the systematic destruction 
of the education system, in every country. In the greater part, 
the university graduates of Western Europe and the United 
States are called "unemployables . "  Actually,  their education 
has, especially in social sciences-they generally  destroyed 
their ability to perform useful work. 

We have destroyed, almost obliterated, the machine-tool 
design sector. We have deliberately destroyed the world' s  
food production. We have a world food shortage, not caused 
by too many people, but by too little production. 

The crisis can be solved 
So the question is :  How do you solve this  problem? 
The good news is, the financial system which is associated 

with this 30-year change in philosophy is going to be disinte­
grated; nothing can stop it. Either governments will bankrupt 
it and put it out of existence, or it will go out of existence 
anyway. 

Now, I ' m  acquainted with governments well enough to 
know that at this point none of them have the courage to even 
think about bankrupting the system. That' s l ike saying the 
captain of the Titanic has no idea of getting the passengers 
off the ship. The governments of every nation on this planet 
can be characterized as l ike the character of Hamlet in the 
play of Shakespeare . All the intelligent people in government 
know that this system is  finished; they just hope it goes away 
more slowly. As Hamlet knew, that if he continued to act as 
he was acting, he was doomed. 

Most intell igent governments know there are alternatives 
to what is  happening . Most people in senior positions of expe­
rience know there are alternatives in practice, to what is going 
on now. But they will say, it' s politically impossible to bring 
this about. The governments will never do it. Which means 
the captain will never let the passengers off the Titanic. 

That' s the problem I face ;  how to get a solution. 
Wel l ,  there are a couple of things. There was a terrible 

time in China, under Mao Zedong. The Great Leap B ackward, 
move the industry into your back yard; it' s called out-sourc-
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ing.  Thi s  was followed by another period, of even worse in­
sanity ,  called the Great Proletarian Cultural Revol ution, 
which was spilled over into the streets of Rome, and other 
places .  So, you know something about it. 

But out of this carne some people who survived-the 
political opponents of Mao Zedong, who saw the insanity of 
the Great Leap Forward, and some of them were imprisoned 
for seeing that. They recognized the absolute lunacy of the 
Great Proletarian Cultural Revolution ,  which for them-they 
compare it today, in retrospect, to the Nazi regime, living 

Most intelligent governments know 
there are alternatives to what is 
happening. Most people in senior 
positions oj experience know there 
are alternatives in practice, to what 
is going on now. But they will say, it's 
politically impossible to bring this 
about. The governments will never 
do it. Which means the captain will 
never let the passengers oJfthe 
Titanic. That's the problem IJace; 
how to get a solution. 

under the Nazi regime in Germany.  And the largest nation on 
thi s  planet, is now committed to the ideas of Dr. Sun Yat-sen, 
or ideas in that direction.  And, to a process I won ' t  go through; 
Helga is an expert on this .  

They came to  the view of  supporting and participating in  
the idea of developing development corridors across Eurasia, 
from the Atlantic to the Pacific and down to the Indian Ocean. 
They not only decided that that was a good policy, but they 
began to implement it. And today, China is the only nation on 
the planet which has any net growth tendencies within it. 

Germany should have been invol ved in this, but Germany, 
because of agreements made with Mitterrand and Thatcher 
and Bush back in 1 990, is not part of it. If you see the German 
government wearing shoes on its hands , don ' t  be surprised. 
It' s because it has shot itself in  both feet, economically .  

The rate of collapse of the machine-tool design sector in 
Germany, i n  the recent years, i s  one of the greatest catastro­
phes--economic catastrophes-in this  period. If thi s  is con­
tinued, then Europe as a whole will lose industrial potential . 
That is ,  there will  not be enough machine-tool design poten­
tial coming out of Europe to maintain Europe as, really, a 
future i ndustrial power. 
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The political line-up 
Then the question is, how does thi s line up? China is 

wi l l ing to cooperate with its neighbors, i ncluding Europe, in 
the development of these kinds of developmental corridors 
from the Atlantic to the Pacific, and down to the Indian Ocean. 
Iran is ,  essentially, a ful l  cooperating partner with China in 
i mplementing this  program. Recently,  the President and the 
prime minister of India both took steps to enter into coopera­
tion with China on the same projects. There are discussions 
among Iran, Pakistan, Bangladesh, Myanmar, China, Malay­
sia, Indonesia, and other countries, on the development of 
transportation corridors which will lead into Europe, down 
through Malaysia, and through a bridge into Indonesia and 
i nto Java.  And also into the Hunan provi nce of China. 

These nations are eager to proceed. Some nations in  Cen­
tral Asia are also involved in discussions and cooperation on 
these projects. The Russians have a very interesting phenome­
non, which is a l ittle more complex. 

Russia today, l ike most of the nations of the former War­
saw Pact, is an occupied nation. It has a government, which 
in  effect, is a comprador government. The Russian people, 
the Russian institutions,  do not make their policy with the 
government. Russia is financially bankrupt, and lives at the 
mercy and dictate of the IMF. A very dangerous situation i s  
building up there as a result of  thi s .  

But the old i nstitutions of the former Soviet apparatus, or  
some of them,  are taking a long-term view.  They ' re trying to 
maintain,  in  the way they inherited, from the old Soviet sys­
tem ,  maintain the long-term interests oftheir own tribe. Thi s i s  
typified b y  the foreign minister o f  Russia, Yevgeny Primakov, 
who was an old KGB man in  Central Asia. 

So, Russia i s  cooperating with India, with China, and Iran, 
and other countries, on thi s  project. Potentially,  there i s  sub­
stantial cooperation which Russia could give, but the main 
thing that Russia is doing at the present i s  giving political 
cooperation to the countries,  and using its political influence 
and resources to facil itate thi s  cooperation. 

The Privy Council of the British Empire 
The opposition to this comes from only one principal 

source: It comes from the Privy Council of the British Empire,  
otherwise known as the Privy Council of the United Kingdom, 
which actually runs  the entire Commonwealth . And you have 
people like Kissinger and Bush in the United States who are 
totally a part of the British policy . 

However, in the case of the U .S .  President, we have a 
different situation . You should believe almost nothing you 
read about the American President, Bi l l  Clinton, in the press.  
That ' s a story in  itself, which I won ' t  go over here. Despite 
his detractors, he does have deficiencies :  he ' s  a baby boomer. 
The post-war generation . . .  never fought in war and never 

commanded troops in a war. He is totally against the British 
Empire ,  considers the British system the enemy of the United 
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States ,  which is why you hear so many bad things about him . 
He' s  also an intellectual , interested-he has studied his his­
tory. Intellectually, he ' s  probably capable of deciding to do 
the right thing. But there are two things required, apart from 
intellect: emotion, and power of decision. 

In most quarters, he has something right. But he repre­
sents, in opposition to the British Empire, the most powerful 
single nation on this planet. If the President of the United 
States continues his process of cooperation with China, and 
with countries also involved in the Land-Bridge effort, we 
have the possibility of reversing the political trends on this 
planet right now. Ron Brown, who was doing the initial nego­
tiations with China on this, was killed, as we know, about a 
year ago. Ron Brown was the architect of the policy which 
the Clinton administration has toward China. Just l ike the 
policies which he had intended to implement in Bosnia. 

If we can bring these forces together, under conditions of 
crisis, these nations and other nations will have to act in their 
own defense. We' re headed toward a kind of event, which i s  
inherent in the special nature of  the financial situation . If  a 
process of reverse leverage hits the derivatives market, under 
conditions in which we have seven days a week market, 24 
hours a day, by computers and telephone lines, including In­
ternet, you could have about a $ 1 00 trillion worth of financial 
paper collapse to a very small amount within two or three 
days .  Every major bank on this planet will have its assets 
vaporized by virtue of its direct, or non-direct, indirect, expo­
sure to this collapse. 

Under those conditions,  governments are going to be in­
clined to act. Or, in some condition, leading to where that 
threat is immediately visible. The problem then, is how do 
you prepare the President of the United States, and the heads 
of government and other leaders of nations, to be able to 
assemble quickly to make the right decisions within in a mat­
ter of hours, at the right moment? 

The Land-Bridge effort 
The Land-Bridge effort, if we include the cooperation of 

Europe with the Asian countries,  Africa, and North America, 
is the basic economic program for the general revival of econ­
omy on this planet. It is  the one possibility on this planet. It is 
extensive enough as a large infrastructure project, to cause an 
immediate economic revival throughout the planet. 

It' s easy to do it, for all of us who know how these things 
are done; that is, to make the decision to do it. The question 
is: Will the heads of state understand, when they meet, what 
it is they have to decide upon, in those hours? 

Now, I work seven days a week, and I generally work 
about twelve hours a day . The reason I have to work like that, 
is because, with the recent developments, there is a great 
demand, among various governments, to know exactly what 
it is they should be doing when this decision is being made. 
There are a lot of questions going back in forth, in banking 
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circles, government circles, and so forth, in various parts of 
the world. By the reactions I get from my outlines, and the 
questions I get back, I have a fair indicat ion of what they ' re 
thinking. 

So, some weeks ago, in assessing this reaction among 
governments and bankers, and so forth, I produced a proposal , 
which I call a New Bretton Woods proposal . My reason for 
using that term, was to recognize that, among those of us who 
are in their seventies, and stil l  alive and active today, there ' s  
an understanding o f  what the best features o f  the international 
monetary system that operated under Bretton Woods from 
1 946 to 1 966 were. 

What would work, and what has a successful precedent, 
would be the establishment of agreements among nation­
states ,  like the monetary agreements which were operating 
among nation-states, in terms of the Bretton Woods system 
between 1 946 and 1 966. That system is workable. The differ­
ence is ,  that the central banking systems of the world, will all 
be bankrupt. There is  not a single central banking system in 
the world today, which is  not implicitly, hopelessly bankrupt. 
So, be careful about what advice you take from the central 
bank. The way they' re managing their money, you don ' t  want 
to be involved with their mudslides .  

So, if you combine the best aspects of the monetary and 
tariff and trade agreements of the period 1 946- 1 956, with 
national banking as a replacement for bankrupt central bank­
ing, then you have a model for administering an economy in 
reorganization and bankruptcy. If you combine that with a 
large-scale project, infrastructure project program, the Land­
Bridge program, if you have governments participating in the 
cooperation in this Land-Bridge program, you have the basis 
for establishing an immediate recovery program in the world 
on a short notice. 

Now the problem we have, is  that this  has to be looked at 
as a war plan . If you want to organize modem warfare, you 
have got to have a war plan. The problem with politicians, if 
they go into a meeting without a clear war plan understood 
among them when they go to the meeting, they probably will 
not be able to make a competent decision. If they do not share 
the confidence that they have a common plan, they will not 
have the will power to make those kinds of decisions.  Thus, 
my purpose is  to foment a process of discussion and reflection 
in that direction at this  time, for the purpose of assisting viable 
leaders of government and industry and so forth, in formulat­
ing the war plans for making that kind of decision. 

Can we do it? I am not sure .  But ifwe don ' t, kiss your grand­
children good-bye . Because if we don ' t  do something like that, 
then famine, epidemics, chaos, and so forth, the collapse of 
the nation-state system will collapse the level of population 
potential of this planet back to the level of the 1 4th Century . 
And therefore, we have to. And I think the only reason we will 
do it, i s  because we have to. And once people see what the 
alternative is ,  maybe they ' l l  be more willing to do it. 
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Return to national 
banking, statecraft 
by Publio Fiori 

This speech was delivered by Hon. Publio Fiori at the confer­
ence sponsored by EIR and the Italian Solidarity Movement, 
in Rome, on April /0. Mr. Fiori was transportation minister 
in the Berlusconi government and is currently national coor­
dinator of Alleanza Nazionale (the National Alliance party). 
The speech has been translated from the Italian; subheads 
have been added. 

If I were to give a political definition of the interesting intro­
duction by Mr. LaRouche, I would define it as "the sunset of 
politics ." Presently in Italy, and, I believe, in many other 
countries  in the world, we are living through a phase in which 
politics, instead of guiding civil and social processes, is be­
ing guided. 

I was impressed by a simple, banal episode. In one of the 
first cabinet meetings of the Berlusconi government, when I 
was the transportation minister, we were talking about eco­
nomic problems, and when we decided to make a proposal, 
proposed government legislation which went in a certain di­
rection, the treasury minister interrupted me and said, "But 
the markets would not agree." This sentence blocked us, be­
cause the Italian government at that moment was scared of 
the response that the markets would have given to our coura­
geous,  necessary choice, which was coherent with our elec­
tion campaign commitment. 

This i s  the present situation in Italy. Politics no longer 
acts as a function of the interests, the problems, the needs of 
the people. When it takes a measure, it looks and l istens di­
rectly to the London stock exchange, because it is  the London 
stock exchange which de facto makes the l ife and death deci­
sions .  Therefore, if politics does not regain its historical role, 
we shall be without hope, since politics i s  the instrument of 
democratic legitimization through which the problems of the 
people have to be faced, precisely because it is from the people 
that politicians get their mandate. 

There is a confrontation between the political power, rep­
resented by various democratic institutions, and the financial 
power, represented by various international groups which, 
with the system of derivatives described by Mr. LaRouche, 
have by now occupied the scenario of national and interna­
tional economics .  
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What is wealth? 
As transportation minister, I learned that the wealth of a 

people is not determined by the quantity of precious curren­
cies and gold which it possesses. The wealth of a nation today, 
is determined by the quantity and quality of the networks it 
is able to put together: communications networks, cultural 
networks, highway networks,  railway networks,  development 
routes .  This is the patrimony of a modem nation. 

Being aware of this,  I asked myself what Italy ' s role 
should be, given its historical and geographic position. And I 
individuated that role as a passageway, a connection. in the 
center of the Mediterranean Sea. in the context of the great 
scenario created by the fall of the Berlin Wall .  which meant 
that relations were no longer east-west. but north-south. Italy. 
in the center of the Mediterranean. is  the connection between 
the great Western culture. the great Western market, with the 
developing countries in the Mediterranean and Africa. which 
are legitimately asking to participate in the great process of 
world development. A great humanist and historical tradition. 
a very important tradition of Catholic and Christian values .  a 
meeting point between two very different and distant worlds. 
which i s  necessary if we do not want to go toward a clash with 
the other world. merely because they want to share a small 
part of the goods we consume. If we continue to pretend not 
to realize that 25% of the world popul ation consumes 75% of 
the resources ; if we do not realize this .  we shall condemn 
ourselves to an epochal clash, compared to which the Second 
World War shall be nothing. 

Peace and development: There i s  no peace without devel­
opment. as there i s  no development without peace . This  is  the 
binomial in which we have to insert ourselves. We have to do 
this.  however. giving power back to politics, because if the 
future of countries is to be determined by large financial 
groups. by the banking system. by financial speculation. by 
derivatives. by the speculative bubble. then there will be no 
hope. 

The state must create new clients 
Therefore. we have to give some indications .  we have 

to say what we want to do. and. as transportation minister. 
I asked myself this question. For example. I inverted the 
quantity of funds invested in new railways between northern 
to southern Italy .  The markets demanded new high-speed 
railways in northern Italy,  because that' s where the markets 
are. where the clients are. But I decided to invest in southern 
Italy.  because the state cannot only invest where the c lients 
are clients. but it must build elsewhere. and create new 
clients. 

I thus transferred a number of resources and investments 
from northern to southern Italy. to the regions of Calabria. 
Sicily. and Apulia. I proposed and succeeded in having the 

high-speed railway not stop in Battipaglia. but go further. 
because, from the economic standpoint of development. I 
thought it would be essential that those who wanted to reach 
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the markets of central Europe not have to take such a long 
route, passing through the Strait of Gibraltar up to the great 
harbors of northern Europe, with an expense for each ship of 
$250,000. I thought that these ships should be able to dock at 
a big harbor in southern Italy,  and then bring goods to the 
European market on a high-speed railway .  

This  also meant more investments, because for example, 
our alpine passes are not equipped to handle containers of 
new types.  In addition, our rail l ines are not developed enough 
for high-speed trains. So, we are rapidly moving, as I had 
foreseen, toward a situation in which we will not be able 
to communicate with other countries, because Austria and 
Switzerland are restricting our road traffic, and we do not 
have new rail lines which can bring passengers and goods 
to Europe. The new alpine passes to Germany, Austria, and 
Switzerland, the new alpine pass toward Lyons ,  in France,  
the Frejus Tunnel, and the development corridors toward the 
East, should be connected through the great Trieste-Venice 
harbor, which should become the reference point for all East­
ern Mediterranean countries going toward the new Eastern 
markets . 

At the same time, we invested in Gioia Tauro. Gioia Tauro 
was the invention of a great entrepreneur, a bri lliant entrepre­
neur, who is dead now, and about whom nobody speaks any 
more : the engineer Rivano. He understood that initial ly,  the 
Gioia Tauro project was an economic mistake on the part of 
the government, because it only wanted to build a steel plant. 
He insisted that the harbor at Gioia Tauro had to be structured 
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"If we continue to accept 
the diktats of the large 
financial centers, we will 
lead our country to a 
split 

.
. .  

warned Publio 
Fiori. "If we continue to 
fail to give politics the 
role of hope that it 
should have, we will be 
making a big mistake, 
that of allowing 
international speculative 
finance to decide the 
destiny of men. But, as 
long as a true statesman 
is still alive, J think we 
shall not allow this to 
happen . . . 

in the way that the Japanese wanted; like the big ports for 
500,000-ton ships, the so-called around-the-world ships,  
which come through the Suez Canal after sailing from Singa­
pore and Hongkong. 

We immediately accepted a convention with the private 
companies which managed the harbor, which should have 
become, and is becoming, a competitor of Malta. (By the way, 
Malta is presently building, with our money-50 billion liras 
[about $325 million] in cooperation funds-a large harbor 
which will compete with our own. )  Initially we planned a 
railway route which was to transport containers from Gioia 
Tauro all the way to Frankfurt. I do not know where that 
ended up. 

At the same time, we started to study how to more effec­
tively use the two big highways which we have, the one on the 
Adriatic Sea and the one on the Tyrrhenian Sea. We wanted to 
use these for coastal trade, so that from Gioia Tauro, one could 
reach the harbors in Genoa, Trieste, and Venice by sea, and 
then go further toward the markets in central, western, and 
eastern Europe. As you know, this  type of transport allows 
much lower costs . 

A different economic policy is needed 
We attempted, and are attempting, to carry forward an 

economic pol icy. What is our polemic with this government 
and this [parl iamentary] majority? That this majority has ac­
cepted, in a subordinate manner, the Maastricht criteria. We 
do not enter into a discussion on these criteria as a reference 
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point, but in order to reach them, a different policy is required. 
We think that this policy of deflation, stagnation, and underde­
velopment may bring us to Maastricht, but certainly in desper­
ate conditions .  

People speak of Italian inflation as low,  but it i s  like the 
fever of a sick person, which falls suddenly because the sick 
person just died. Rather, a victory over inflation i s  the one 
recently observed in the United States, where next to a low 
rate of inflation, there is  a high rate of employment and devel­
opment. If we kill the economy, there ' s  no doubt that we will 
see a reduction in prices,  but it will not be a reduction based 
on the lowering of costs of production, but on other factors 
which have nothing to do with development and economic 
growth. 

What proposals should be made, then? We are proceeding 
very quickly, in many cases, with privatizations. When one 
speaks of privatizations, there is immediately a polemic :  
"You're against the privatizations, therefore you 're a 
'statist, ' " it' s said, just because we have complained that a 
number of privatizations, such as that of the Banca Commer­
ciale or Credito Italiano, were done in order to make some 
people ' s  friends rich. 

We are worried that other privatizations are going in the 
same direction. We can talk about San Paolo, for example, 
the largest Italian bank, which is being privatized according 
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to a mechanism in which the portion remaining public (with 
the public agency, that is) ,  is 20% . However, by a unilateral 
decision taken by the agency, the voting power that goes with 
this portion is actually only 5 % .  This is a kind of inverted 
"golden share." Is this the road of the privatizations? Or, 
shouldn ' t  we rather proceed with privatizations,  not with the 
aim of making friends rich, but of opening up the state sector, 
the which sector I support though, because it led 50 years of 
economic development in Italy .  Today, this  sector may be 
superseded, but it is a system which played a fundamental role 
in Italy for development and social justice, which I support. 

Today we want to change thi s  system, because it is not 
sufficient for our new needs, but this  does not mean that we 
should sell out cheaply, and unjustly enrich certain financial 
interests. Rather, we should raise public funds which should 
be used to finance development. 

End the diktat of the financial centers 
The proposal we make is this :  Let' s establish a rule, a 

guarantee, that there will be no gifts to anybody, and that the 
funds raised through the privatizations will not be used to fill 
the holes of the public debt, or to cover current expenditures, 
but rather, to constitute the start-up fund for a National Bank 
for Development. That is ,  a national bank aimed at realizing 
large infrastructure projects, which are the indispensable pre­
condition for development. 

A final remark: When I was transportation minister, I was 
ridiculed because I had enthusiastical ly endorsed the idea of 
the bridge over the Strait of Messina. Everybody told me this  
was the wrong attitude, that I was  just  trying to  create a fuss, 
that I was only doing this to promote my image. I believe, 
though, that the Strait of Messina project, which could, and 
can, be realized through a system of "project financing," 
which means without any expense for the state, would have 
constituted, and would constitute, an absolute and very im­
portant innovation. Not only because it would unify two cities 
which are divided only by the Strait, Reggio Calabria and 
Messina, thus making a single city out of them, and not only 
would we free Sicily of its historical isolation, which is one 
of the causes of the many problems in that region, but we 
would create a development driver which would create a large 
push for the development of all of southern Italy .  

The day before yesterday, the Bank of Italy issued some 
significant figures :  The income of a family in southern Italy 
is half that of a family in northern Italy .  State investments 
made in southern Italy are inferior to state investments made 
in northern Italy.  If we follow this path, the north-south divi­
sion of Italy will be inevitable .  If we continue to accept the 
diktats of the large financial centers, we will lead our country 
to a split. If we continue not to give politics the role of hope 
that it should have, we will be making a big mistake, that 
of allowing international speculative finance to decide the 
destiny of men. But, as long as a true statesman is still alive, 
I think we shall not allow this to happen .  
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Eurasian land-Bridge: 
A new era for mankind 
by Helga Zepp LaRouche 

Helga Zepp LaRouche, the founrler of the Srhiller Institutes 

internationally, has become known as "The Silk Road Lady, " 

for her role in promoting the Eurasian Land-Bridge project. 

Her speech here is abridged; for extensive coverage of the 

Land-Bridge and the May 7-9, 1 996 conference in Beijing, at 

which she spoke, see "Beijing 's Grand Design for Eurasian 

Development "  (EIR, June 14, 1 996, pp. 1O-5 / ), and EIR' s  

Special Report, "The Eurasian Land-Bridge, " January 1 997. 

As the Honorable Publio Fiori was saying, the conti nuation 

of the Maastricht policy will lead to Hell .  Fortunately, there 

is an alternative to the present suicide course that most govern­

ments in Europe are on, in an attempt to fulfill  the criteria of 

Maastricht-governments that are crazy enough to impose 

upon themselves Middle Ages-like flagellant self-punish­

ment, as they did i n  Hol l and this  past weekend. 

The al ternative is  specifical ly  in the form of the Eurasian 

Land-Bridge, which is the i dea to integrate western Europe, 

eastern Europe, China, South Asia, and Southeast Asia into 

one large economic zone, with infrastructure integration. This 

project is not only a proposal ; it  i s  presently, actively being 

pursued by China, especially  by Iran, most recently also India, 

some of the Southeast Asian countries,  Turkey,  the Central 

Asian Republics .  And, obviously,  what is needed most, is the 

kind of technology and industrial potential of western Europe, 

to make this project the largest economic miracle in the his­

tory of mankind. 

If we look at the population-density map of the world, 

already now, in  this  region of the world, there are currently 4.5 

bil l ion people. We have a few concentrations of population in 

the United States, some spots in  western Europe, but the vast 

majority of the human race is in the area of China and S outh 

Asia, and there , wil l  also be the large population growth in 

the next century .  

From the 5 th to  the 7th  of May, last year, there took place 

a conference in Beij ing, organized by the Chinese government 

and the European Union (which begrudgingly had to agree to 

it), with the participation of 34 nati ons . and the suhject of 

thi s  conference was the economic development of the region 

along the new Eurasian Continental Bridge. 

Now. I part i cipated i n  th i s  conference as a speaker, and r 
can tell you that it was absol utel y .i oyful  to see the cul tural 

optimism that was ev ident at th at conference. B ecause, what 

the Chi nese government announced, was the idea that we have 
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Helga Zepp LaRouche has taken the organizing campaign for the 
Eurasian Land-Bridge to cities around the world. Here, at a 
conference in Vienna, Austria, in March.  

a new era of mankind heginning through the Land-Bridge 

conception. And here there are no l onger geographical pre­

conditions, l ike the location of oceans or rivers, or about the 

richness of a country, but that through the conception of devel­

opment corridors , infrastructure corridors, you can open up, 

for the first time i n  hi story , all of the land-locked areas of the 

world, and try to develop the interior of these areas . 

China's  long-term strategic planning 
So, here it was announced that the policy of the Chinese 

government, which has already been written into its long-term 

strategic planning, is to bring the development of the coastal 

areas of China as quickl y as possible to the interior regions, the 

western regions, and then have China as a whole reach world­

class levels of development, i ncl uding the United States ,  west­

em Europe, and Japan, as quickly as possible. But that the 

Land-Bridge conception should not be l imited to the Eurasian 

Land-Bridge, but infrastructure connection s should also con­

nect to Africa; Africa shou ld  be integrated into this  new Land­

Bridge development, as well  as through the Bering Strait, to 

the United States .  and al so Latin America. So, the Chinese 

government indeed presented there, a program for global re­

construction of the world economy, which in many points i s  

very sim i I a r  t o  what w e  ha v e  heen proposing for 2 5  years . 

Now . as was stated by China' s President Jiang Zemi n  

recently at the 1 3 0th anniversary of  S u n  Yat-sen ' s  birthday, 

the Chinc<;e government has returned to the policies of the 
founder of modern Chi na.  Dr. S un Yat-sen. l n  an infrastucture 

map used by Dr. Sun Yat-sen in the 1 920s, in a famous book 

called The International Development of China, he proposed 

a very vast program of infrastructure development: ri ver tam­

ing, rai l road bui l ding, en ergy production and distribution, 

which, basical ly ,  is what the Chinese government' s pol icy is 
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FIGURE 1 

Large development projects related to the Eurasian Land-Bridge 
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today, in modern form. 
Now, what the Chinese government is actively pursuing, 

i s  a revival of the 2,000-year-old Silk Road, which, as was 
stressed by Song Jian, the chairman of the State Science and 
Technology Commission, the Silk Road is  not only an eco­
nomic road between Europe and Asia, but it i s  al so, as it was 
2,000 years ago, an effort to integrate cultures; to have the 
different nations and cultures of the Eurasian continent help 
each other, with the mutual forces of exchange of cultures,  
and therefore laying the true foundation of peace. 

When I arrived in Beijing, I had a cultural shock, because 
I last visited it 25 years ago, in 1 97 1 ,  at the height of the 
Cultural Revolution, and Beij ing had completely changed. 
You see construction sites,  for miles and miles and miles. The 
famous Berlin Potsdam Platz construction site is just a tiny 
peanut compared to the miles and miles of construction you 
see in Beij ing and many other cities. 

Now, I will come back to the infrastructure corridors as 

such, but here is  a map which has some of the largest industrial 
projects which are presently under construction in the area of 
the Eurasian Land-Bridge (see Figure 1). If you take all of 
these projects together, it i s  enormous,  and China, as you 
know, is the only country which has had up to two-digit eco­
nomic growth rates in recent years . 
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Construction plans 
I will just give you some idea. For example, presently 

under construction in China alone, are 14 subway systems in 
large cities; in the next five to ten years, they are building 1 00 
airports and 1 00 ports, deep-sea water ports . In the next to 20-
30 years, they have plans for the new construction of 200 
cities with 1 million inhabitants each, because they expect the 
growth of 200 million people, and therefore they want to have 
nice modern cities for the people to live in-200 cities. 

Of all the major projects, there are two big ones, which 
are called "projects of the century." One is the famous Three 
Gorges Dam project. And thi s  is basically a project which 
will tame the floods of the Yangtze River, and use the water for 
energy and irrigation. This was also Dr. Sun Yat-sen' s  idea. 

Now, you have never seen more hypocrisy on the side of 
the ecology movements, or the World Bank, than concerning 
this Three Gorges Dam project, because they all scream and 
yell about this  project. But the reality is, that in the last flood 
alone, 33 million hectares of farmland were flooded, 1 ,000 
people died, 800,000 houses were destroyed, and 2 .8  million 
homes were damaged. 

Now, in the past, when there were floods, up to 1 00,000 
people were killed; by the year 20 1 0, when the dam is com­
pleted, that danger will be eliminated forever. . . .  
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Build the bridge over 
the Strait of Messina 
by Fortunato Covelli 

The following paper by Fortunato Covelli, an engineer who 
is in charge of public relations for the Strait of Messina, Inc.,  
was summarized at the conference sponsored by EIR and the 
Italian Solidarity Movement, in Rome on April ] O. It has been 
translatedfrom Italian. 

Our blueprint was born on the basis of a federal law passed 
in 1 97 1 .  Twenty-five years have passed since then: Many 
years were wasted waiting for bureaucratic demands to be 
met, while on the other hand, eight years were spent produc­
tively by our company, in doing the investigative studies and 
making the plans that have allowed us to reach, at the end of 
1 992, the current, very advanced general outline of the 
project. 

The building of the bridge over the Strait, i s  the result of 
analyses, research, and experimentation, employing what is 
considered the most advanced "state of the art," in this disci­
pline, in the international scientific-technical context (Japa­
nese, Chinese, American, Danish, and so on) :  It is the first 
bridge which wil l  be able to exceed the threshold of 2,000 
meters for the central span . 

An extraordinary work 
It is a suspension bridge, made entirely of steel, one span 

of 3 ,300 meters, 60 meters wide, with two railway lines and 
1 2  traffic lanes. It is 70 meters above sea level, with two 
towers 376 meters high (that is ,  6 meters higher than the Eiffel 
Tower and about the same height as the twin towers of [the 
World Trade Center in] Manhattan) .  Its backbone is a suspen­
sion system that uses two pairs of cables, 1 .24 meters in diam­
eter, and 5 ,300 meters long. 

The bridge will have extraordinary strength and durabil­
ity : It i s  designed to withstand, without damage, an earthquake 
of 7 . 1  on the Richter scale (more severe than the devastating 
earthquake that struck Messina in 1 908, as well as the one 
which struck Kobe in Japan last year) . 

Thanks to its aerodynamic characteristics, it can with­
stand wind speeds of greater than 2 1 6  kilometers per hour 
(the winds in the Strait have a maximum speed of 1 30 kph), 
and survive even cataclysmic events, such as the crash of an 
airplane or a missile) . 

It is a safe work. 
The suspension bridge permits 1 20,000 cars and trucks, 

and 200 trains to cross the Strait every 24 hours, and guaran-
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tees safety, dependability, and continuity of service, even in 
extreme conditions .  The overall security of the work i s  guar­
anteed, even against possible acts of sabotage . 

The cost of the bridge, relative to the other proposed meth­
ods of crossing the Strait (subterranean or under water, which, 
for that matter, have been amply shown not to be feasible),  
are substantially lower, and it has none of the serious disad­
vantages of the other proposals--even without considering 
those disasters which are daily talked about in the papers, 
such as fires and hours-long interruptions in the tunnel under 
the English Channel, flooding and mud slides in the tunnels 
in Japan. 

It is a work which is "married" to the landscape. 
The compatibility between the bridge and the surround­

ings, has been amply demonstrated: The bridge inserts itself 
into the landscape, and becomes an integral part of it, a non­
repeatable event, which is  extraordinary, because it exalts it, 
rather than suppressing it; and it i s  extraordinary, precisely 
because that bridge fits within that landscape. 

Where do we stand? 
The definitive overall blueprint for the bridge, presented 

by Stretto di Messina, Spa, in which the most qual ified Italian 
and foreign experts have taken part-given the extraordinary 
dimensions of the work, which have demanded in-depth ex­
perimental research, an earlier study, preliminary to the one 
executed here, and ful l  details of the particulars and of the 
construction processes-is to be considered very advanced, 
so much that it would require at this point a very short time to 
carry it out; moreover, the blueprint in any case is  sufficiently 
detailed to be used as a basis for offering bids. 

We believe, besides, that the in-depth report requested by 
the Concessions-ANAS and FS , the state-controlled compa­
nies that are in charge of highways and railways, respec­
tively-which have already expressed their substantially fa­
vorable opinion, and the examination of the general blueprint 
by the Ministry of the Environment and Cultural Heritage, 
may be concluded shortly .  

We also predict that the 1 97 1  Law 1 1 58 ,  which has, in  
the context of  the current international and Italian economy, 
become anachronistic and out of step with the times (among 
other things, it does not allow the involvement of private 
capital , Italian or foreign, in the construction of the bridge), 
will soon be modified, and made more flexible, conforming 
it to more modem criteria. 

Thus, once the political decision to cross the Strait were 
made, it would be possible to set up an international competi­
tion, of pre-qualification for constructing the bridge, and at 
the same time to begin looking to preliminary work (detouring 
short sections of the superhighways and rail lines in Calabria, 
the construction of docks for servicing the principal ship­
yards, the depots, and the assembly zones in Sicily and Cala­
bria) . The cost of this preparatory work, which is  estimated 
to take two years to complete, is on the order of 200 billion 
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l iras [roughly $ 1 30 million] and would  employ about 1 ,000 
people. 

Vital to the Mezzogiorno 
The bridge over the Strait of Messina is surely one of 

the most important and complex blueprints, from a strategic 
standpoint, for the socioeconomic and terri torial development 
of southern Italy .  

This is  located within a complex logic of  the upgrading 
of the transportation infrastructure of the Mezzogiorno [the 
south of Italy] , as a crucial element in structuring one of the 
plurimodal corridors identified by the General Transport 
Plan: the "Tyrrhenian Corridor," along the north-south orien­
tation of Europe, and looking toward the Mediterranean . 

It is an hi storic occasion to undertake a general process 
of reorganization and development of a geographic area, of 
prime importance in the economic panorama of the Mediter­
ranean and with respect to the transfer of goods and knowl­
edge to the other, mature countries of Europe, and to the 
developing countries of North Africa. 

As a consequence, the prospect that beckons the Mezzo­
giorno, is  one of becoming the industrial and industrializing 
"north" for the countries on the southern shore of the Mediter­
ranean . 

With its national scope, welding together the Ital i an re­
gions with superhighways and rai lways, upgraded along the 
principal north-south highway (we ci te in pal1icular the up­
grading of the SA-RC [Salerno-Reggio Calabria superhigh­
way] and the completion of the ME-PA [Messina-Palermo 
superhighway] ) ,  the realization of the bridge constitutes an 
historic occasion for promoting territorial cohesion, which i s  
also a cohesion of  economic and social development for the 
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An artist 's model a/the 
bridge over the Strait of 
Messina. " The bridge as 
an element of national 
cohesion, currying 
Europe into the heart of 
the Mediterranean, is a 
fundamental link of the 
north-south axis of the 
industrialized countries 
to those emerging in 
Africa, which will 
rationalize what has 
already been achieved, 
promote development, 
and bring with it a high 
standard of living and a 
higher quality of life for 
people, " said Fortunato 
Covelli. 

whole country : The bridges on the Bosphorus, the network of 
bridges between the i s lands of Japan, the connection via the 
[English] Channel ,  the bridges between the European conti­
nent and Denmark, and between it and Sweden, are all exam­
ples of how the logic of territorial continuity is today a prereq­
uisite for balanced economic development. 

The bridge will transform the area 
The bridge is the occasion for the revitalization and reor­

ganization of the entire region of the Strait. Passing over a 
stretch of water 3 ki l ometers wide, the bridge becomes an 
element central to a reorganization of the urban area: The 
"system of the Strait" will complement the systems that have 
developed up to the present. 

The welding together of the highway and railway systems 
between Sici ly  and the continent will rationalize the systems 
of transport, a condition necessary to the synergetic forming 
of infrastructure and the radiation of posi tive economic and 
social effects . 

The easing of ferry traffic across the Strait-today one 
ferry leaves every eight minutes-will unclog the Strait, and 
open it back up to large-scale maritime traffic, while the ports 
of Messina. Vil la ,  and Reggio, which today are substantially 
cut off from the principal Mediterranean routes, will be able 
to once again find their true vocation, opening themselves 
up again to coastal shipping, tourism, emergency and other 
services relevant to port cities .  

The bridge is  an element of cohesion for the cities along 
the Strait .  

Connecting Reggio, V i l la, and Messina w ith a superhigh­
way and a train that w i ll take barely 30 minutes to bring you 
from the station in Reggio to the one in Messina, including 
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intermedi ate stops (less time than takes to go from one part 

of Rome to another) , wil l  ignite a "metropolis effect" in the 

regions around the Calabrian and the Sicil ian coasts . 

The bridge w i l l ,  in fact, bring into being one single and 

densely popul ated basin,  which wi l l  permit the institution of 

very high-level services, sustainable only by a metropol is ,  the 

"city of the S trait," further faci l i tated by the dovetai l ing of 

complementary services, today separated, which can instead 

form integrated systems-with the obvious economic ben­

efits. 

To get a sense of the scope of such potential of the Strait, 

there exists only one airport, at Reggio, and one single indus­

trial port, Milazzo ; and there are usefully integrable differ­

ences between the two shores in university structures, health 

care, and the producti ve sector, and primary and secondary 

services-to which one can add the conditions in some areas, 

favorable to l ocating new economic activities, such as con­

tainer ports and industrial parks .  

The bridge brings jobs 
The bridge is  also a social fact in an area lacking in indus­

trial and tertiary development, where the rate of unemploy­

ment has reached dangerous levels, and where emigration is 

producing the alarming phenomenon of entire areas being 

abandoned-areas which could be used in many different 

ways, where now the crime rate is very high, because of the 

lack of valid employment opportunities .  The bridge brings 

j obs, with important spin-offs for all the productive sectors , 

among them, steel production, and the manufacture of steel 

products, which must grow to satisfy a demand for more than 

500,000 tons of steel .  

The bridge wil l  introduce into the area of  the Strait, a 

process of metropolitan integration and development, with an 

advanced tertiary pole, which wil l  be a point of reference for 

the entire Mediterranean basin .  

The number of those employed directly in the eight years 

of construction wil l  be, for the bridge itself, about 2,600 men 

on average, and for connecting the highways and the railways, 

another 2,000 men. There will be 9,300 j obs created per year, 

for the whole system, locall y  and nationally ,  during the con­

struction period, but this  effect will  continue for another five 

years, at an average job-creation rate of 2,300 per year. 

Moreover, just to operate and maintain the bridge once 

finished. will require 500 men, with another 450 being hired 

on average each year. 

It must be underlined that the jobs we talked about in the 

operating phase of the bridge, should not be considered as re­

placing those j obs presently brought by the ferry service: Past 

experience (e . g . ,  Lisbon, Istanbul)  confirms that, even when a 

bridge is built, the acti vities of ferries are parti ally maintained. 

even if they are operative in different fonns and modal ities 

(touri sm, transport of hazardous material s and so on), and 

many of the people working on the construction of the bridge 

will be able to find work in a transformed area, not only in  terms 
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This map shows the transport connections that will be established 
with the completion of the bridge over the Strait of Messina. The 
hridge will connect the superhighway from Salerno to Reggio 
Calabria, with a superhighway that will link Messina to Palermo 
(solid line). The new rail line is depicted by the dotted line. 
Existing highways are shown by douhle solid lines. 

of industrial development, but also in terms of general revital ­

ization and a better name for Italy abroad .  

The bridge w i l l  encourage tourism. It w i l l  promote a con­

sistent development of tourism, re- launching the historic-ar­

tistic vocation of places that are unique in the world, for their 

natural beauty, or their place in our historical and cul tural pat­

rimony. 

In this  respect, the strong attraction that the building of 

this bridge wil l  have on people, wil l  also have a palpable 

effect on the increase in touri sm, right from the beginning 

of the construction, as was noted during the building of the 

Humber Bridge in England, the Great Belt in Denmark, and 

the Akashi Kaikyo in Japan. 

The bridge can finance itself 
The cost of building the bridge is  estimated at 4,300 bil lion 

Iiras, besides L 2 ,200 bil l ion necessary for connecting to the 
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existing infrastructures on both shores. 
Prudent projections of the traffic elaborated in 1 992, esti­

mate that from the date of the bridge' s  opening, there will 
be 5 million cars, 1 .7 million commercial vehicles, 800,000 
passenger and freight rail cars, per year. 

If you factor in the same toll  rates as those currently levied 
by the other large European bridges (and which are not much 
different from those today charged by the ferry service), and 
if you take into account the substantial sum today spent for 
ferrying trains, and then Ibok at the financial analysis that has 
been developed, it indicates that the bridge could, at least in 
large part, finance itself. 

In other words, the bridge is not only demonstrably a 
fundamental work for the development of the country, and 
hence of high economic and social return, but also an initiative 
capable of attracting and remunerating significant private cap­
ital , Italian and foreign. 

The bridge as an element of national cohesion, carrying 
Europe into the heart of the Mediterranean, is a fundamental 
link of the north-south axis of the industrialized countries to 
those emerging in Africa, which will rationalize what has 
already been achieved, promote development, and bring with 
it a high standard of living and a high,i(r quality of life for 
people .  

So, 
You Wish 
To Learn 
All About 
Econonrlcs? 
by Lyndon H. LaRouche, Jr. 

A text on elementary mathematical 
economics, by the world's leading economist. 
Find out why EIR was right, when everyone 
else was wrong. 

Order from: 
Ben Franklin Booksellers, Inc. 
1 07 South King Street Leesburg, VA 22075 
$ 1 0  plus sh ipp ing ($1 .50 for  fi rst book, $ .50 for  each additional 
book). Bulk rates available. I nformation on bulk rates and videotape 
available on request. 
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Return to national 
infrastructure planning 
by Alberto Servidio 

Alberto Servidio, esq. , is the former director of the Cassa del 

Mezzogiorno, the state development fund for financing and 

planning the development of southern Italy, known as the 

Mezzogiorno. The following remarks to the EIR-Italian Soli­

darity Movement conference in Rome, on April 10, have been 

translated from Italian. Subheads have been added. 

When faced with the recent polemics on the "social state," 
the question arises, why is this concept now identified with a 
policy of "transfer," instead of a policy of development? 

Even if the redistribution of produ<;ed wealth is necessary 
for the solidarity which marks progress  and cohesion within 
society, it cannot constitute an "independent variable," be­
cause it is actually a function of the capacity of the economic 
system to produce wealth. 

It is up to po!icymakers to adopt the decisions which allow 
a system to combine development and redistribution in such 
a way that the latter is  not detrimental to the former. 

The instruments of public action-once the illusory uto­
pias of rigid and centralized planning have faded away-are 
the classic instruments of the economies founded on pluralism 
and the market: revenue, currency, and actions directed at 
creating and guaranteeing favorable conditions for the best 
and most harmonic development possible. 

But it is not always possible to use these instruments in 
an undifferentiated manner, in a single national situation . 

The policy of 'extraordinary intervention' 
The reality of the Italian situation, which is characterized 

by a persistent dualism deriving from a long historic and geo­
graphic isolation of the peninsular area of the country from 
its insular area, demonstrates this .  

Therefore, making market access equitable-a situation 
also postulated by the regulation of competition by the Euro­
pean Common Market, which assumes equal starting condi­
tions-has required, and continues to require, a differentiated 
national economic policy. 

The fact that this task is assigned to a national policy, 
is not accidental , because interventions on a regional scale 
remain insufficient, since the problem is  multi-regional , and 
thus the solutions must be supra-regional . 

This was very clear in the immediate postwar government 
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"Re-launching an infrastructure policy at every level appears to be one of the most efficient means to create and maintain the conditions of 
developing the real economy, and a harmonious diffusion of wealth and participation in progress, " said Alberto Servidio. Here, from left: 
translator, Lyndon LaRouche, Helga Zepp LaRouche, and A lberto Servidio. 

of [AIcide] De Gaspari , whose view of the question was based 
on an analysis to which the economist Pasquale Saraceno 
made a significant contribution : Initially, reconstruction, and, 
later, development, were generally promoted by intervening 
on the side of demand, but they were specifically promoted 
in the less-developed part of the country, by intervening on 
supply.  

Thus, the policy of "extraordinary intervention" for the 
Mezzogiorno was born, with the intention of creating ideal 
conditions for development (hydro-geological projects, water 
reclamation and land transformations, water supply, commu­
nications infrastructure), and by encouraging productive in­
vestments. 

This  policy did not mean "hand-outs," since it aimed to 
bring the Mezzogiorno to a situation of self-determination, 
through the increase in the area' s fixed social capital , and the 
stimulation of its entrepreneurial capability. 

Objecti vely, the effects of the policy were remarkable, for 
the period in which the original concept of the intervention 
was maintained. 

Here we should be clear. 
It was not conceivable that the extraordinary intervention 

policy could eliminate the gap between the north and the south 
in just 20 years, since the opportunity for development would 
be exploited-as, in fact, it was-more widely and quickly 
in the more developed and industrialized areas. But without 
the extraordinary intervention, the gap would have become 
even wider. On the contrary, though, until the beginning of 
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the 1 970s, the south had grown at the same rate as the country 
as a whole. It is true that the development gap still existed, 
but on a different base, which indicated significant progress 
in the south in absolute terms.  

The first deviation from the extraordinary intervention 
policy came in the 1 970s. But a more marked abandonment 
of the policy came in the 1 980s, when the extraordinary inter­
vention planning lost its territorial dimension, and, with this ,  
the strategic aspect of its objectives and actions, and fell into 
a localist fragmentation, with the dissipation of resources as 
a consequence. This provoked resentment and polemics on 
the part of the more advanced areas of the country, putting 
the spirit of unity in jeopardy. 

The regionalization of the intervention also provoked a 
large non-use (and the risk of loss) of European Community 
aid, as well as inattention to completing programs which in­
volved wider-scale infrastructure projects. 

This degeneration of the policy damaged the whole coun­
try, since the extraordinary interventions in the Mezzogiorno 
had also brought significant benefits to the industries of the 
north, in terms of supply ,  sales and larger markets ,  in addition 
to the special aid for programs to expand production in the 
southern areas (capital grants, special credits, services, tax in­
centives) . 

Recover the unity of planning policy 
In the l ight of these facts, there seems to be no alternative 

to recovering the unity of the planning policy for the develop-

Political Economy 27 



ment of the Mezzogiorno, to once again give the intervention 
policy and the European Community aid a strategic aspect, 
inasmuch as the "region" in question is the Mezzogiorno as a 
whole, and not its existing regional partitions, entities which 
could, in any case, complete the projects that are currently 
under their direction. 

There is no sense in becoming exasperated with bonds 
and divi sions created by the constitutional ordering of the 
nation. The fact that these divisions may not be adequate with 
respect to the territorial dimension of the problems, does not 
mean that the solutions should be lacking, but that the organi­
zational rules, which remain mere instruments with respect 
to national needs, should be made adequate . 

This does not necessarily mean the reestablishment of 
past pol icies. If taking up past battles by the same name evokes 
bad memories for some people, then they should put their 
imagination to work in dealing with the objective dimensions 
of the problems. 

Complete the water plan 
A clear and obvious example of a problem to deal with, 

is the completion of the water plan, which would guarantee a 
quantity of this fundamental resource adequate for the pro­
ductive and civil development of the Mezzogiorno. 

In southern Italy,  water resources accumulate in the large 
masses of limestone of the region ' s  internal mountainous 
ridge, and the area lacks an adequate system of rivers which 
would provide natural delivery of water supplies to the coastal 
plains, where the productive activity and the residential areas 
are concentrated. 

Since there i s  a natural lack of these channels, it i s  impera­
tive that we intervene with artificial works, to collect the water 
where possible, and transport it where it is needed. 

The Cas sa del Mezzogiorno, operating as a government 
authority in this field, financed, planned, and in large part 
elaborated an impressive system of water plans,  which is  
sti ll waiting to be completed and entrusted to industrial 
management, with the combined aim of avoiding a situation 
in which many investments remain without actual economic 
effect, and ensuring an efficient and optimal use of those re­
sources .  

The Cassa was also able to plan these systems with the 
entire southern territory in mind, because no obstacles were 
found the best technical solutions, based on the geo-morpho­
logical situation, the locations with the most recoverable wa­
ter, and the distribution of water needs in the territory. 

The regionalization of the later activities of the Cassa 
destroyed the unity of the inter-regional systems, and the 
functional unity of the strongly interconnected systems in the 
continental Mezzogiorno. Revitalizing the situation necessi­
tates recourse to an authority which has competence in thi s 
field, which is absolutely necessary in order to balance the 
water budget. 

Such a criterion also asserts itself more generally in terms 
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of the reorganization of water services, since the recent legis­
lative reform has taken as its foundation the hydrographic 
basin defined by the law governing protection of the environ­
ment. That definition is  based on rivers, and it is valid only 
for water supplies based on natural waterways .  Where such 
natural waterways are insufficient or lacking, which is the 
case in the entire part of the country south of the Ligurian­
Tuscan-Emilian level of the Appennines, one must create 
some type of authority to also manage the artificial water 
systems.  

This means that, in order to plan the use of water re­
sources, the national territory must be divided into large dis­
tricts which are determined so that it is possible to meet the 
water needs in each one; which means that, in the areas where 
the recoverability of the resource is inversely proportional to 
the distribution of the need for it, we must include in that 
district, all of the areas where it is possible to recover and 
collect water sufficient for the needs of the area. 

An authority of this  type should have the power not only 
to plan interventions, but also to set rates for the cost of lo­
cal distribution . 

This means entrusting to self-financing (through fees and 
rates) the covering of maintenance and operating costs , and 
also a certain portion of the depreciation of the plants . These 
costs would represent the part of the project which is  calcu­
lated to exceed the general public interest, according to the 
criterion (but not necessarily the measurement) of roadway 
concessions.  

Other infrastructure projects 
Something analogous can be done for new projects, de­

pending on the concession of construction and management. 
This  is  not limited to water systems, but can be extended 

to other types of infrastructure, such as intermodality, the 
upgrading of underutilized transport hubs, tourist centers, the 
creation of research centers , and without, of course, leaving 
out the revitalizing of the energy sector, which was tragically 
interrupted by the referendum on nuclear energy. 

Naturally, even considering forms of self-financing and 
quantities of private capital, a certain amount of public finan­
cing i s  still necessary, which cannot consist only of European 
Community appropriations. And thus, the question comes 
back to our point of departure: an adjustment of the relation 
between "transfers" and investments in public spending, to 
give an impetus to development, and also the real progress of 
society , which is not only based on the redistribution of 
wealth, but on concentration on producing wealth . 

In this light, relaunching an infrastructure policy at every 
level appears to be one of the most efficient means to create 
and maintain the conditions of developing the real economy, 
and a harmonious diffusion of wealth and participation in 
progress .  This  is  even more important in a situation marked 
by imbalances and inequalities, such as in Italy,  if solidarity 
is sti l l  to be of value to the national community . 
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Giorgio Vitangeli: 
We must re-Iaunch 
the real economy' 

The following is a paraphrase of the remarks of Giorgio Vi­
tangeli, formerly a journalist for the economic daily II  
Fiorino, and currently editor- in-chief of the monthly Finanza 
Italiana. His remarks have been translated from Italian. A 

subhead has been added. 

Summarizing the pathological genesis of the international 
monetary and financial superstructure, which today presents 
the world economy with the imminent risk of collapse, Vi­
tangeli first recalled the destruction of the Bretton Woods 
system, and the two oil crises of 1 973 and 1 979. 

These crises represent the greatest manipulation and 
mystification in modem economic history . Using as a pretext 
the momentary disequilibrium in the oil market following 
two completely secondary episodes-a short little war in 
the Middle East and the fall of the Shah of Iran-the scare 
story about the end of our planet' s oil resources was circu­
lated insistently.  And, on this  false premise, two waves of 
price increases were manipulated, moving the price of a 
barrel of oil from $2 to $40. 

This manipulation, Vitangeli underlined, has given to 
the oil-producing countries their ephemeral , illusory, and in 
reality, "doped" riches, while collapsing those countries, 
such as Italy and the developing nations, that are totally 
dependent on imported oil .  But above all , it made appear 
almost indispensable something that till then had been con­
sidered unthinkable and criminal, i . e . ,  the creation from 
nothing of an enormous mass of international currency 
(above all, dollar paper), necessary to sustain international 
trade at inflated prices. 

The editor of Finanza Italiana recalled that the famous 
economist Robert Triffin calculated that in the ten years 
between 1 970 and 1 980, the amount of international currency 
that had been created was nine times the amount of all the 
currency created since Adam and Eve . 

This mass of petrodollars went, first, to create loans 
made to the developing sector, above all the countries of 
Latin America, which have been thus imprisoned by a usuri­
ous logic, though the brutal increase of the interest rate of 
the dollar and the collapse of their national currencies. This 
increased enormously the mass of "xenodollars ," i .e . ,  those 
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monetary flows which are out of the control of national 
monetary authorities. 

This  has produced, first, a divergence, and later a com­
plete schizophrenic split, between the financial and the real 
economy.  The divergence also affected the currency ex­
changes and the stock exchanges .  In this way, for years we 
saw the value of the dollar going up, while the United States 
faced growing budget and trade deficits, together with high 
inflation . At the same time, the deutschemark was losing 
value vis-a-vis the dollar, even if Germany had minimal 
inflation and a gigantic trade surplus .  Also at the same time, 
the value of stocks went up, while the real economy collapsed 
into "stagflation ."  

Finally, the complete schizophrenia: Wall Street goes up 
and gives a premium to the companies that cut employment, 
while it  is fearful and shaken up when the economy gives 
some sign of development. 

Finance, Vitangeli underlined, instead of giving indis­
pensable support to the real economy, became self-feeding, 
and to realize profit, it was unscrupulous in destroying jobs 
and in cannibalizing factories .  If this logic is allowed to 
continue, it will become self-destructive. 

This  is now even more dangerous, because absolute free­
dom in the movement of capital favors speCUlation, and the 
use of financial derivatives increases out of proportion to 
the mass of speculative capital , while modem telecommuni­
cations enables the instantaneous movement of this capital 
all over the world, rendering the monetary authorities and 
the governments totally impotent. 

Some steps to be taken 
How do we get out of this cancer, out of this "Financial 

AIDS"? LaRouche, Vitangeli underlined, has seen it rightly 
once again. We must first of all put in order the international 
monetary system with a New Bretton Woods,  to end a quarter­
century of anarchy and abuses. 

It i s  also necessary to put a stop to the pathological devel­
opment and improper use of derivatives, and to bring under 
control the wild speculation of "hot money," establishing 
clear distinctions between capital for real investments and 
mere speculative capital . 

Also, concerning international trade, we need a re-regula­
tion based on bilateral agreements, because the mythology 
of the "global market" depicts social abandonment and the 
exploitation of cheap labor in the Third World as free trade, 
which benefits a financial and trade oligarchy, but undercuts 
employment in the industrialized countries, creating eco­
nomic, social , and political instabi lity. 

Finally, we need a global re-launching of the real econ­
omy, one able to create jobs and ensure development accord­
ing to a social model which can transform the continuous 
increase in the level of productivity into the improvement of 
the living standards of all ,  and not in the increase of the finan­
cial power of a few.  

Pol itical Economy 29 



�TIrnFeature 

The 'land-bridge' :  
Henry Carey's global 
development program 
by Anton Chaitkin 

Preface:  Resuming America's mission 

Lyndon LaRouche' s  pioneering Eurasian "land-bridge" program for world 
economic recovery, cal ls  for intensive industrial development surrounding new 
hi�h-speed rail lines across Asia and Europe. The struggle for and against its 
realization, is now, again, at the center of global politics .  

LaRouche discussed his proposal in a Jan .  8 radio interview with "EIR Talks" : 
"If you take the combined population of China, the Asian archipelago, the 

Pacific-Indian Ocean archipelago, the subcontinent, B angladesh, India, and Paki­
stan, and so forth, you have there the overwhelming majority of the human race, 
which is at present in a development orientation. That is  the potential for the future 
growth of humanity, and its economy. 

"If you l ink the great traditional machine-tool centers of Europe, that is ,  the 
triangle of Paris ,  Lille, Berlin, Vienna, and back to Paris ,  if you link that machine­
tool driver of the world economy to the greatest popUlation centers of economic 
growth in the world, through a land-bridge route, you create an absolute revolution, 
in terms of growth of economy on this planet. It' s something which is in the vital 
interests of the United States to support. 

"The British are determined that that shall not happen . . . .  " 
Nearly a century ago, the British Empire dragged humanity into World War I 

to stop just such a cooperative development; they later boosted Hitler into power 
in Germany, looking forward to another great war, for similar reasons.  

The earlier "land-bridge" efforts, which we describe in this Feature, were 
launched following the Civil War by economist Henry C. Carey and Americans 
under his leadership . During the next decades,  these nationalists and their interna­
tional associates worked to make Germany, Russia, China, Japan, Mexico, Colom­
bia, Peru, and other countries into modern, powerful nation-states.  

30 Feature EIR May 2, 1997 



The following were among the particular goals of this ini­
tiative: 

• Making Germany a superpower and America' s partner 
in world development; 

• Industrialization of Russia and China, with thousands 
of miles of rail lines; 

• Development of Japan as an industrial power and 
counterweight to British genocidal Asia policies ;  

• World-wide electrification; 
• The upgrading of labor and the condition of the people, 

as a necessary precondition for this  industrial development. 
And in order to succeed in these global purposes,  the 

Carey circle planned an Irish uprising and the arming of 
Russia for a joint U.S . -Russian war effort to destroy the 
British Empire.  

The planners of this  world development crusade, who 
had sponsored President Abraham Lincoln, were the estab­
lished leaders of America' s  industrial , military, scientific, 
and political life.  Yet, by around 1 902, British-allied fi­
nanciers had displaced these nationalists from power, and 
their way of thinking-the heritage of the American Rev­
olution-had become a fading national memory . Under 
Presidents Theodore Roosevelt and Woodrow Wilson, the 
mighty U.S .A.  functioned in most respects merely as a Brit­
ish pawn. 

Thus by 1 905- 14, the main players on the world stage, 
such as in Russia, China, Japan, and Germany, operated 
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A Baldwin locomotive on 
display at the 
Smithsonian Institution 
in Washington. D. C. In 
the nineteenth century. 
Baldwin 's production 
for the U.S. railways. as 
well as shipments to 
Russia. Japan, China, 
and other nations, were 
used by Henry Carey 's 
political faction to 
promote world economic 
development. 

in the desperate circumstances that the actual American 

republic, which had fought powerfully for the successful 
development of their nations, had, in effect, disappeared as 
an independent factor in world affairs . 

Henry Carey ( 1 793- 1 879) was probably the world' s  most 
famous living economist during the 1 860s and 1 870s. 
Carey' s  books and pamphlets were translated into most ma­
jor languages, forming, with his predecessors Friedrich List, 
Henry Clay, and Alexander Hamilton, the main representa­
tion of the American or national school of political economy,  
opposing the British imperial school represented in print by 
John Stuart Mil l  and earl ier writers such as Thomas Malthus,  
David Ricardo, and Adam Smith .  

The political-economic initiative by Carey and his 
friends, outlined below, was in large measure responsible 
for the world' s astonishing technological development in 
the late nineteenth century . The fight for this development 
policy and against British "free trade" frames the true, little­
known history of al l the great nations involved in the present 
political showdown, a century later. 

This report has drawn upon manuscript collections and 
other archival sources which are readily available to histori­
ans,  but which have been treated as politically untouchable 
during the reign of the Anglo-American "special rela­
tionship."  

Let us now revisit and take inspiration from our predeces­
sors ' work, which we are called upon to resume . 
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The Union flexes its muscle 

President Abraham Lincoln was shot on Apri l 1 4, 1 865, 
just as the Union was securing victory in  the Civil War. De­
spite his murder, Lincoln' s cherished program of govern­
ment-sponsored infrastructure, education and science, his 
protection for i ndustry and family farmers, continued and 
blossomed in the nurturing hands of the "Whig" nationalists, 
headquartered in Philadelphia. Lincoln had been one of them,  
himself a lifelong champion of  the American System of  politi­
cal economy that opposed the Briti sh free-trade system.  

Lincoln ' s  transcontinental rai lway to the California coast 
was completed in 1 869, at a Federal government cost of $64 
million and huge grants of l and. The second Lincoln-author­
ized transcontinental rai l l ine, the Northern Pacific to Wash­
ington state, immediately went into ful l  construction . 

With the power of a ful ly mobi l ized economy and the 
world 's  most effective mi l itary behind them, the American 
national i sts envisioned technological and political progress 
in Eurasia that could in effect secure and extend the Union 
victory. The first steps toward the "land-bridge" focussed on 
Russia and Japan . 

It was proposed that Russian Tsar Alexander II ,  Lincoln ' s  
Civil  War ally ,  should, with U .S .  help, "construct a grand 
trunk railway from the Baltic to the Sea of Okhotsk [Pacific] 
of like gauge with our Paci fic Central ." U .S .  Gen . Joshua T.  
Owen was speaking at  an 1 869 send-off dinner given by 
Henry Carey for the new American ambassador to Russia, 
Andrew Curtin .  "We have discovered that true glory i s  only 
to be attained through the performance of great deeds, which 
tend to advance civi l ization, [and] develop the material 
wealth of people," General Owen continued. By participating 
in "girdling the globe with a tramway of iron ," Russia itself 
would be strengthened and unified. The general spoke bluntly :  
The all ies could "outflank the movement made by France 
and England, for predominance in the East through the Suez 
Canal ; and America and Russia, can dictate peace to the 
world." 

Henry Carey had for many years personally managed 
America' s pro-Russian policy;  his widely circulated newspa­
per columns had turned U . S .  public opinion toward Russia 
during the 1 854-55 Crimean War against Britain and France . 
Among Carey ' s  invited dinner guests paying tribute to Am­
bassador Curtin (the former Pennsylvania governor), were 
the Russian legation, and America' s premier rai lroad and lo­
comoti ve bui lders ,  along with their Phi ladelphia banker, Jay 
Cooke . Over the next few years, contracts were signed, under 
the supervision of the Carey political machine, for the sale of 
Philadelphia locomotives to Russia. 

Meanwhile ,  in the 1 868  Meij i  Restoration i n  Japan, revo­
lutionaries under Prince Tomomi Iwakura overthrew the feu­
dal Tokugawa warlords; they set up a modem central govern­
ment guided by Japanese students of Henry Carey. 
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The world at that time knew Carey as the leader of nation­
al ist political thought, who had been the economic mentor to 
Abraham Lincoln and to the Union ' s  industrial strategy . 

As Kathy Wolfe has reported (EIR, Jan. 3 , 1 992), Japan' s  
consuls i n  Washington and New York, Arinori Mori and Tet­
sunosuke Tomita, worked closely with Carey. Tomita com­
missioned the first Japanese translations of Carey' s  works.  
Mori would return to Japan to form the Meiroku (Sixth Year 
of Meij i )  Society, dedicated to "American System" econom­
ics, as opposed to British free trade ; this  Careyite grouping 
would spearhead Japanese industrial development. 

In 1 87 1 ,  Carey' s student and poli tical agent E. Peshine 
Smith was appointed economic adviser to the Meij i  emperor. 
Other Carey associates were also then in Japan, working with 

Henry Carey and 
Abraham Lincoln 

Poultney Bigelow, the spoiled ,  Anglophile  son of U .S .  
diplomat John Bigelow, was  visiting Germany late in  the 
nineteenth century . He asked a minor German official ,  who 
was the greatest American? The German replied, "Henry 
Carey." Bigelow spluttered that this was outrageous-"No 
one in America talks about Henry Carey !"  

B ut in fact, economist Henry Charles Carey had been 
the chief of the U .S .A . '  s national party or pro-national ist 
leadership, from the 1 850s to his 1 879 death , and his  global 
influence continued for decades beyond. 

Henry Carey, born in 1 793,  inherited this  leadership 
from his father, Mathew Carey, who had been Benj amin 
Frankl in ' s  revolutionary agent in  Ireland, a ful l  century 
before the events chronicled in this report. During Ameri­
ca' s War of 1 8 1 2 , Henry Carey served in the Pennsylvania 
State Fencibles mi l i tia, until the defeat of the British.  As 
Henry was growing up,  h i s  father' s political partners in­
cluded Bank of the United States President Nicholas Bid­
dIe, German-American economist Friedrich List ,  Protes­
tant missionary leader Jedediah Morse, U . S .  Mi l i tary 
Academy Superintendant Sylvanus Thayer, and such im­
portant Europeans as the Cotta family,  publi shers of the 
work of Friedrich Schil ler. 

Abraham Lincoln ,  though a Midwesterner, was of this 
Carey-led national party , the national i st e l i te .  In 1 846-47, 
having just been elected to Congress,  Lincoln made a set 
of notes for himself, in favor of economic nationalism 
("Fragments of a Tariff Discussion," in Lincoln' s  Col­

lected Works) .  He writes, "I . . .  try to show, that the aban­
donment of the protective policy by the American Govern­
ment must result in the increase of both useless labor, and 
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the new government identifying mineral resources, planning 
transport, and outlining protectionist tariff strategies . 

On March 1 5 , 1 872, representatives of the new Japanese 
government arrived in Phi ladelphia, having travelled from 
Japan ' s  embassy in Washington under escort by U.S .  Gen. 
Wil liam Painter. 

The city fathers published the official Diary of the Japa­

nese Visit to Philadelphia in 1872 immediately afterwards, 
boldly contrasting American and British purposes in the 
world. The pamphlet described the visit as "an event of great 
importance . . .  to the mission on which these pioneers of 
an advancing state of civil ization in their own country were 
engaged . . .  the development of a country which has hitherto 
been almost hermetical ly sealed against the commerce of the 

idleness ;  and so, in proportion, must produce want and 
ruin among our people ." 

To simplify the question, Lincoln writes, " let  us sup­
pose the whole agricultural interest of the country to be in 
the hands of one" farmer with 1 00 laborers, and "the whole 
manufacturing interest, to be in the hands of' one other 
man with 20 laborers . Con sider "A and B . . .  a Pennsylva­
nia farmer, and a Pennsylvania iron-maker, whose lands 
are adjoining. Under the protective pol icy A is furni shing 
B with bread and meat . . .  and recei ving in  exchange all 
the iron, iron utensils ,  tool s  and implements he needs. In 
this process of exchange, each receives the whole of what 
the other parts with. But the . . . .  protective pol i cy is  aban-
doned . . .  and A determines . . .  to buy his supply of iron 
[etc . ]  . . .  of C an ironmaker in Engl and" (Lincoln' s em-
phasis) . 

He then shows the ruin which comes from such free 
trade. Lincoln has determined, at the outset of these notes, 
that he will not think in terms of money and monetary 
prices : "The labor price only is embraced" in his study of 
the question. 

Lincoln writes that "A desires to exchange ten barrels 
of flour, the precise product of one hundred days' l abour, 
for the greatest quantity of iron he can get; [ the B ritish] C, 
also wishes to exchange the precise product of one hundred 
days'  l abour, in iron, for the greatest quantity of flour he 
can get." But new and unnecessary costs of "useless la­
bour" now intervene, the costs to and profits of merchants, 
ocean shippers, wagoneers, storage, and insurance . These 
are so many toll s  which parasitize on the useful labor, that 
both A and C receive only three-quarters of their own labor 
value in exchange for their products . 

The foolish farmer thinks he ' l l benefit from cheap for­
eign labor ! Of course , the prices paid to farmers in Europe 
are also too low; and the farmer loses his home market. 
The fol ly of free trade causes a collapse and general unem-
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world,-for the least concession made to the foreign trader 
was immediatel y fol lowed by the presentment of that aggres­
sive policy, that arrogance, and grasping spirit of monopoly 
which have ever fol lowed the British footfal l on foreign 
soil ,-so that, outraged and indignant, the Government of 
Japan has from time to time rescinded the privileges granted, 
thus retarding the progress of the mighty work of develop­
ment, not from choice, but from a feeling of absolute necessity 
as a means to preserve its national and political autonomy." 

The first stop of the Japanese party was the Baldwin Loco­
motive Works. There, Japanese planners and engineers in­
spected engine models ,  machine tools,  foundries, and plans 
for locomotives that Japan would purchase or build itself with 
American assistance . 

ployment in American agriculture and industry. 
Lincoln divides the work force into "useful labour, 

useless labor and idleness ." He explains that "all labour 
done directly and incidental ly in carrying articles to their 
place of consumption, which could have been produced in 
sufficient abundance, with as little labour, at the place of 
consumption, as at the place they were carried from, is  
useless labour." (Lincoln comments, that if al l  productive 
labor should cease , and each individual should "work" by 
carrying food produced by others "continual ly about his 
habitation"-exactly today' s "service economy" !-then 
"none would be left living.") 

It i s  the "most worthy object of any good government," 
Lincoln writes, to secure "to each labourer the whole prod­
uct of his labour, or as nearly as possible ."  Useless labor 
and idleness "are heavy pensioners upon" useful labor, 
"robbing it of its just rights ." So we should "drive useless 
labour and idleness out of existence" by "making war 
upon" useless labor. 

Henry Carey was the potent force behind the Lincoln 
Republican Party . The Republ icans fi rst appeared in 1 854 
after the demise of the old Whig Party, but the first Republi­
can national Presidential nominating convention was held 
in Carey ' s  Phi ladelphia, in 1 856.  That gathering was pre­
ceded by a Pennsylvania state Republ ican convention, 
chaired at the outset by Henry Carey him self. The party ' s  
1 860 convention in Chicago was a showdown between the 
Lincoln candidacy, promoted by Carey, and the candidacy 
of Wil l iam H.  Seward of New York. 

Carey wrote the economics platform on which Lincoln 
was nominated for President. Carey then supplied his own 
students and associates  for the Lincoln administration . 
They implemented the radical economic-national ist poli­
cies adopted during the Civil War, which brought about 
the unprecedented advancement of U .S .  industry to the 
end of the century . 
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A Baldwin Locomotive Works advertisement circulated in Russia, 
approximately 1 880. 

The history student today may imagine himself in the 

place of those Japanese visitors, by perusing the Baldwin 

Locomotive Works ' nineteenth-century order books, now in 
the Smithsonian Institution, M useum of American History 
Archives Center, in Washington, D.C.  There is a complete 

record for each of the thousands of locomotives ordered from 
the company, incuding configuration, materials used, price 
(in the range of $9,000-$ 1 8 ,000 each), and pl ace of delivery . 

Baldwin's  shipments to U . S .  railways and to Russia, Ja­

pan, China, Australia, Mexico, Brazil, etc . ,  were calculated 
to promote world economic development by B aldwin ' s  politi­
cally motivated controllers . 

Baldwin, then emerging as the world's  largest capital­
goods producer, was just one segment of a conglomerate in­

cluding the Pennsylvania Railroad, the Franklin Institute for 

scientific and technological research (in association with the 

American Philosophical Society and the University of Penn­

sylvania), the Pennsylvania Steel Company, the Will iam 

Sellers machine-tool works, and numerous other industrial 

and mining enterprises , which flourished under the Republi­
can Party ' s  50-90% tariffs against British imports, 

Owned jointly by partners known as the "Philadelphia 

Interests," this conglomerate was the heart of America' s  

power, i n  the pol itical-military-industrial complex whose 
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guiding light was Henry Carey, Among the Phil adelphia part­
ners were J. Edgar Thompson, Andrew Carnegie, William 
Sellers, B aldwin chief executive Mathew Baird, and Gen . 

William J. Palmer, a Medal of Honor-winning Civil War cav­

alry officer who would soon begin building Mexico's  na­

tional railways. 
The Japanese visi tors inspected the American Button­

Hole Sewing Machine Company (hosted by its vice-presi­
dent, Abraham HaIt, who was also Henry Carey's  partner in 
the Carey family publishing firm);  the U.S .  N avy Yard, to 
observe the manufacture of naval armaments ; the ultra-mod­
em Sellers machine works; and the Wil liam Cramp & Sons 
shipbuilding company, 

During this 1 872 visit, Prince Iwakura, Japanese cabinet 

ministers, and the embassy party (about 30 persons in total ) 

were guests in banker Jay Cooke ' s  house, whi le they prepared 

a treaty with the United States and a loan of $ 1 5  mill ion for 
Japanese development. Cooke was negotiating with Japan for 
Asian connections with the Philadelphians ' Northern Pacific 

system, intended as part of a global belt of rai lways, canals, 
and shipping operations that was to vastly upgrade the econ­
omy and power of many sovereign nations. 

Jay Cooke ' s  banking house was vital to the nationalists ' 

efforts in that era (see EIR, Feb. 9, 1 996, 'The ' Philadelphia 

Interests ' :  The World After Lincoln") .  Cooke had been the 
U . S .  government' s  principal private banker since the Civil 
War. He had sold over a bil lion dollars of small denomination 

government bonds to the public, to outflank the extortion 
practiced against the Union cause by London and Wall 

Street bankers . 
B aron Friedrich von Gerolt, the German ambassador to 

the United States , joined Cooke, the Philadelphia Interests, 
and the U , S .  government in financing and promoting the 

Northern Pacific railroad construction westward, toward its 
Asia/Pacific rendezvous. Cooke quietly negotiated agree­

ments aiming at U.S .  annexation of the western half of Brit­
ish Canada. 

As the Northern Pacific completed its link from the Great 
Lakes to the Missouri River in the Dakota Territory, the rail­

road created a terminus city on the Missouri River and named 
it "Bismarck," in honor of the German chancellor; Bismarck 

has remained the capital of North Dakota. 

Carey versus London: 
'The Queen pushes dope' 

The British Empire viewed this American world leader­

ship as gravely threatening, and in 1 873,  the B ritish struck 
with fury. 

London Times financial editor H.B . Sampson, his "inti­

mate house guest," Philadelphia Ledger editor George Chi lds, 
and the Ledger 's owners at the B ritish-allied Drexel-Morgan 
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bank, concocted a series of libels against the solvency and 

honesty of Jay Cooke and the Northern Pacific Railroad, and 

against their fundraising in Germany, "predicting" an anti­

Cooke panic. These slanders were reprinted as leaflets , and 

distributed in banking circles in the United States and Europe. 

British bankers froze Cooke out of the money markets, and 

the B arings and Rothschilds talked down the value of the U.S .  

government bonds that Cooke was  then marketing. 
A scandal was gotten up against the Union Pacific rail­

road, pivoting around Credit Mobilier executive Francis R.  

Train, of the notorious British intelligence Train family. Con­

gressional hearings smeared the chief political friends of the 

railroad builders . The demoralized, frightened Congress sus­

pended payment on the old Union Pacific bonds, and thus 

undercut the market for all railroad securities .  Congress then 

refused any subsidies for the cash-strapped Northern Pacific. 

In September 1 873 ,  under increasing pressure from inter­

national bankers, the Cooke banking house was forced to shut 
its doors . This set off a panic, closing the New York Stock 

Exchange for seven days, and closing factories, shops , and 

mines throughout the country. Northern Pacific railroad con­

struction was suspended for six years . London' s  Drexel-Mor­

gan (later House of Morgan) and Rothschild banks replaced 
the ruined Jay Cooke as the principal bankers handling the 

bonds of the U.S .  government. 

There was at this time ( 1 873) a worldwide depression of 

commerce, industry, and employment, with great historical 

consequences ,  as we shall see. 
The gravely weakened American nationalists determined 

to proceed as best they could, in the face of this  British sabo­

tage. Henry Carey was then 80 years of age;  but, rather than 
capitulate to feudal oligarchs and their power, Carey fought 

back with a series of global initiatives that would transform 

and uplift humanity. Over the next months and years , Carey 
and his followers worked toward sweeping political and eco­

nomic obj ectives in Europe, Asia, and Ibero-America: world 

industrialization, the defense of labor, and the defeat of the 

Briti sh Empire . 

Henry Carey' s  1 876 pamphlet, "Commerce, Christianity 

and Civilization Versus British Free Trade : Letters in Reply to 

the London Times," quickly circulated and eagerly received 

overseas, was a clarion call for the world development fight. 

Carey singled out the British monarchy' s  destruction of China 

with opium as the chief crime of the age. 

The pamphlet consisted of open letters from Carey to the 

London Times, replying to its editorial of Jan. 22, 1 876. 
The Times had complained that the viewpoint of "Mr. 

Carey, of Philadelphia, the redoubtable champion of the pro­

tective system in the United States," has been "repeated in 

hundreds of magazines and newspapers, and forming the 

staple of endless orations, has affected the economical policy 

of the Union up to the present time, and is held by multi­

tudes . . . .  " 

The Times warned that free trade, "the cardinal doctrine 
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The Franklin Institute for scientific and technological research. in 
Philadelphia. 

of English political economy, . . .  to question which must 

indicate ignorance or imbecility," is  rej ected by the Ameri­

cans,  by the French, and even by "heretical" Canadians,  who 

are immigrant "Englishmen and Scotchmen who have grown 

up in our Free Trade pale, and have been taught to believe 

that the exploded doctrine," protection of home industry , 

"could not be honestly held by an intelligent person." 

In the pamphlet, Carey asks the Briti sh rulers to look at 

themselves as others see them, as pirates and mass killers . 

These lines from Robert B ums serve as the dedication on the 

pamphlet' s cover page : 

Oh wad some power the giftie gie us 

To see oursel ' s  as others see us ! 

It wad frae monie a blunder free us 

And foolish notion. 

The pamphlet is most striking for its attack on Britain' s 

policy of destroying China with opium. 

"Early in the free-trade crusade," Carey writes, "it  was 

announced in Parliament that the smuggler was to be regarded 

as ' the great reformer of the age, '  and from that hour to the 

present . . .  Gibraltar, Malta, Nova Scotia, Canada, and other 

possessions [have] been chiefly valued for the facilities they 
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have afforded for setting at defiance the laws of the nations 
with which Britain has professed to be at peace." Carey de­
votes the bulk of the pamphlet to describing how this Bri tish 
"great reformer" has done his cri minal work in East Asia. 

He writes that the East India Company ' s  opium smug­
gling into China, practiced with "bribery, fraud, petjury, and 
violence," grew to huge proportions before the English mon­
arch renewed the company' s charter with the "express under-
standing . . .  that opium-smuggling should not . . .  be inter-
fered with . . . .  " 

"Thus sanctioned by the royal head of the English 
Church," the dope trade was aggressively expanded. The Chi­
nese "emperor' s  council lors [advised] him to sanction domes­
tic cultivation of the [opium] poppy," and thus stop a demand 
that was draining the country of al l [its] silver . . . .  " Carey 
gives the emperor' s memorable reply :  He may not have the 
power to stop Britain ' s  "introduction of the flowing poison 
. . . but nothing will induce me to derive a revenue from the 

vice and misery of my people" (emphasis in the original ) .  
"So much," writes Carey, mocking the Briti sh Empire ' s  

rel igious pretense, "for a 'barbarian ' sovereign for the conver­
sion of whose unenlightened subjects to the pure doctrines of 
Christianity so much anxiety is felt by many of those eminent 
Britons [who lobby] . . .  in behalf of the ' great reformer of the 
age' . . .  on the shores of the China seas or on those of the 
United States ." 

Carey recounts Britain ' s  bloody "bombardment of Can­
ton . . .  [compell ing] the poor Chinese to pay $2 1 ,000,000 for 
having been [forced] to submit to the humiliation of being 
plundered and maltreated by the 'great reformer' ; and . . .  to 
cede Hong Kong, at the mouth of the Canton River, to the 
end that it might be used as a smuggling depot throughout 
the future ." 

Carey tel ls of Britain' s unprovoked war of 1 857,  which 
forced China to legitimize the annual import of "mil l ions of 
pounds, of a commodity that in Britain itself was treated as a 
poison whose sale was . . .  subjected to close restriction." 
China was then "thrown open to the incursions of British 
agents and travellers" who showed "an insolence . . .  [d]etes­
tation, contempt, ferocity, and vengeance" toward Asians, 
which seemed not "reconci lable with the hypothesis that 
Christianity had come into the world ."  

Carey describes the downfall of India, from its  relatively 
prosperous state before British occupation, to devastation and 
hunger under Britain ' s  "work of annihilation":  the forced 
closing of native Indian cotton manufacture, 70-80% taxes 
imposed on peasants, the diversion from the production of 
food and cloth, to the cul tivation of opium with which to 
enslave China. 

Britain ' s  hypocrisy is  exposed : "Loud and frequent . . .  
have been the [London Times' s  praise] of the [British] govern­
ment . . .  in endeavoring wholly to suppress the little remain­
ing slave trade of Eastern Africa." But Carey cal ls  attention to 
the slavery "developed in Eastern Asia, . . .  by Engl ishmen": 
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"There is no slavery on earth to be compared with the bondage 
into which opium casts its victim," destroying the body, de­
mol ishing the nerves and the free wil l ,  reducing man to brute . 

Carey quotes from missionaries in China: that " Christian 
. . .  Great Britain to a large extent suppl ies the China market 
with opium, is constantly urged as a plausi ble and patent 
objection to Christiani ty ."  The bishop of Victoria (Hong­
kong) is quoted, showing more candor than today' s  lying 
Christian Solidarity International : "I have been again and 
again stopped while preaching, with the question, 'Are you 
an Englishman? Is not that the country that opium comes 
from? Go back and stop it, and then we will talk about 
Christianity . '  " 

Carey describes the descent of England itself into impov­
eri shed barbarism for the working population, and idle bore­
dom for super-wealthy aristocrats , reminiscent of ancient 
Rome and America' s  southern slave states . 

He surveys the world:  the Turkish Empire, the Spanish 
American nations, India, al l ruined and looted after being 
forced to submit to British free-trade pol icy. Yet Germany, 
France, and even Australia (defying mother B ritain), have 
moved toward self-sufficiency, insofar as they have del iber­
ately developed their home industry . 

The United States, Carey concludes, has overthrown Ne­
gro slavery , so it has escaped from "Briti sh free-trade despo­
tism," under which the slave South and the free North had 
exchanges "only through the port of Liverpool ,  which thus 
was constituted the great hub of American commerce ."  

Now America, looking "in a contrary direction," has ef­
fected "a growth of internal commerce that places the country 
ful ly on a par with any other nation of the world ." 

The battle for Germany 

The issuance of Carey' s 1 876 pamphlet intersected a deci­
sive political contest in the heart of Europe between adherents 
of the British and American political outlooks.  Carey and his 
nationalist circle, on both sides of the Atlantic, sought to shift 
Germany ' s  course toward government patronage of industrial 
progress, and into an implicit strategic alliance with the 
United States .  Success would depend on overcoming Germa­
ny ' s  dangerous political and religious fractures .  

From about 1 860 up through the 1 870-7 1 consolidation 
of the German Empire, Germany had wandered away from 
the direction given the nation by Friedrich List ( 1 789- 1 846) . 
List had been an organizer of America' s  Whig nationalism, 
in partnership with Henry Carey ' s  father Mathew Carey, and 
Henry Clay and John Quincy Adams. List had returned from 
Pennsylvania to his native Germany, to create the Zollverein 
(protective tariff union) and plan the rai lroads, making List 
the father of German national unity . 

But Prussia had given in to free trade under the hegemony 
of the Anglo-French all iance and the London-Paris "Cobden" 
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treaty of 1 860. Speculation, fraud, and looting expanded unti l 
a financial col lapse devastated Germany in 1 873 ,  coincident 
with the British-induced collapse of Jay Cooke ' s  banking 
house in America. 

Socialists told German workers that industrialists were to 
blame for their unemployment. And Chancellor Bismarck­
the victi m of a British "sucker game"-was further dividing 
Germany with the Kulturkampf, his political war against the 
Roman Catholic Church, the enforcement of restrictions 
against Catholic rel igious and educational activities, and the 
demand that Rome not control the German Church. 

Against this disastrous drift, the nationalists worked to 
fundamental ly reorient German national policy. Closely co­
ordinating with Henry Carey and his Philadelphia circle (and, 
beginning in 1 878 ,  with the aid of the new pope, Leo XIII) ,  
the Germans succeeded in shaping a decisive new course of 
action . The British-dictated free-trade policy was dropped, 
and the German government supervi sed a vast industrial and 
technological development program. For the remainder of 
the century, America and Germany were the twin motors of 
universal progress .  

We will  now examine the international col laboration that 
led to this  great advancement. It should be of rather urgent 
interest today, for our befuddled statesmen, to see how the 
leaders of 1 20 years ago were extricated from self-defeating 
policies, from unnecessary economic depression, and from 
the trap of a "north versus south" clash of religions .  

As we examine the actions and strategy of the Carey cir­
cle, we must see the republican-nationali st United States as 
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At the U. S. Centennial Exposition 
in Philadelphia in 1876, a band 
plays in the center of the 21 -acre 
main building. Among the many 
European visitors to the 
Exposition were German 
industrialist Emil Rathenau, and 
Franz Reuleaux. head of the 
German machine builders ' 
delegation. 

the nineteenth-century civi l ized world saw it. Having sur­
vived the Civil War, the British-instigated slaveowners ' re­
bellion, America was the pivot of mankind' s  hopes against 
the British Empire and reaction. 

Two hundred and fifty members of the Prussian Chamber 
of Deputies had signed an address to the American ambassa­
dor, in response to Lincoln ' s  assassination in 1 865 : "You are 
aware that Germany has looked with pride and joy on the 
thousands of her sons who in this struggle have placed them­
selves so resolutely on the side of law and right. You have 
seen with what pleasure the victories of the Union have been 
hailed, and how confident the faith in the final triumph of the 
great cause and the restoration of the Union in all its greatness 
has ever been, even in the midst of calamity ."  

Deputy Wil l iam Lowe had said of  Lincoln, in the Prussian 
Chamber, "In the deepest reverence I bow my head before his 
modest greatness, and I think it i s  especial ly  agreeable to the 
spirit of our own nation, with its deep inner life and admiration 
of self-sacrificing devotion and effort after the ideal , to pay 
the tribute of veneration to such greatness, exalted as it is by 
simplicity and modesty ." 

(These tributes to Lincoln may be usefully contrasted to 
the attitude of the London Times, which had reacted to Lin­
coln ' s  announced decision to free the slaves with editorials 
on Oct. 6 ,  7 ,  and 1 4, 1 862, denouncing Lincoln as a "violent 
zealot" who "will  appeal to the black blood of the African" 
and "excite the negroes . . .  to murder the families of their 
masters . . . .  ")  

Lowe and other German nationalists would come to the 
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fore a decade later, in the German economic crisis and pol­
icy conjuncture . 

German historian Lothar Gall i writes that in 1 875 ,  Chan­
cellor B ismarck invited "the [political] parties . . .  to state 
their wishes and make their offers . . .  principally as regards 
the violently controversial area of future economic policy, 
where the Chancellor had very deliberately left all his options 
open . . . .  

"The first to respond were not in fact representatives of 
the parties .  They were the spokesmen of the protectionist 
interests . . . .  In conversation with B aron von Stumm-Halberg 
and Wilhelm von Kardorff, both of whom were [legislative] 
deputies . . .  but figured here purely in their capacity as repre­
sentatives of associations ,  [Bismarck] advised them in De­
cember 1 875 to remain on the offensive and to feel free to 
attack the free trade policies of the government. Furthermore, 
he added, the chances were that they would soon begin to find 
increased support among agrarian interests as wel l ;  in this 
quarter, too, highly critical voices were already beginning to 
be raised against the policy of free trade ."  

Following this December 1 875 discussion of  B ismarck 
with Kardorff and his colleague, the tempo of political change 
picked up dramatically.  

But who were these policy advi sers, identified as repre­
sentatives of "protectionist associations"? Util izing the stil l­
unpublished manuscripts mouldering among the Henry Carey 
papers at the Pennsylvania Historical Society, we are enabled 
to get a better glimpse behind the events of the great policy 
shift. 

On Feb. 1 2, 1 876, a German journalist named StOpel 
wrote to Henry Carey, describing the circulation of some of 
Carey ' s  writings, edited and issued by Baron Kardorff, a Ger­
man follower of Carey ' s .  

About three days later, the Central Association of  German 
Industriali sts (or "Central Verband") was founded in Berlin, 
as an umbrella organization for the protectionist point of view 
in German trade and industry. About a week afterwards, 011 
Feb. 22, 1 876, the Confederation of Fiscal and Economic 
Reformers was founded among the landlords and farmers, to 
promote protectionist measures in agriculture . 

A certain Herr Grothe reported from Berlin in a letter 
dated March 26, 1 876, to Henry Carey: 

" . . .  The protective movement in Germany has very en­
larged [sic] . To my Central Verband assist now the greatest 

majority of industries in Germany and a part of agricultural­
ists . . . .  In the Reichstag we have now formed a fraction for 
protecting industries . . .  I tel l  you the names :  Dr. Lowe; von 
Kardorf[f] ;  Comte Bethusy-Huc ; Baron of Schorlemer-Alst; 
Baron and ex-minister of Varnbiiler; Dr. Grothe; Dr. 
Hammaiher; ex-minister Windft]horst; Dr. BUhl ; Acker­
mann; Dr. Thilenius;  Fiiustle; Prof. FrUhauf; von Borkum-

I. Lothar Gall, Bismarck, The White Revolutionary, London : George Allen 

and Unwin, 1 986; English translation of 1 980 German edition), pp. 73-76. 
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Solfs . . . .  
"The Protectioni sts have about 1 40 friends of the Reichs­

tag, the free-traders about 80- 1 00 Members ; about 200 Mem" 
bers are neutral and opportunists. Our ministers are not radical 
free traders; [to the] contrary it i s  possible that al l Ministers 
were now elected from the protectionist party ." 

On May 1 5 ,  1 876, Baron Kardorff wrote to Carey, de­
scribing the rapid progress of the Carey circle in Germany, 
including their success in procuring B ismarck' s  dismissal of 
Trade Minister Rudolf von Delbruck: 

"Dear Sir ! 
"Returning from a meeting of a union of gentlemen of the 

protective party at Leipzig to my parliamentary duties, I was 
rejoiced by the 'Letters to the London Times'  [which Carey 
had just published in the United States]  and the portrait you 
were so kind to send me. Wishing to give the full knowledge 
and use of your bri l liant little pamphlet to my own country­
men, I began on the spot the translation of the letters, with the 
intention of publishing it in a separate little volume with a 
preface written by myself in reference to the ideas about the 
necessity of self defense against the theories and the agitation

. 
of the radical Manchester free trade men, I wish to impress 
upon my people .  

"The day before yesterday I see in the Mercur, a weekly 
journal published by my friend Dr. StOpeI at Frankfurt� that 
he also has begun to translate the letters. But, on the whole I ·  
think my own translation is a better one and notwithstanding 
the competition of my friend I shall publish it in the above­
mentioned shape. 

"I would not have done it without your own permission if 
time was not pressing . But our government is  bound, to give . 
warning for the revision of our commercial treaties with Italy,  
France, Great Britain, Belgium, etc . at the date of the first of 
July-and I hope that the necessary changes in these treaties 
will be influenced by the rigor and clearness of your exhibit 
of the workings of the British free trade policy in the whole 
world. 

"Therefore pray excuse the proceeding of your humble 
fol lower as justified by extraordinary circumstances.  

"We have had a great triumph, Mr Delbruck, a vehement 
free trade man and till now chief of the trade department of 
the German empire, having been induced to take his leave; 
but the battle is not yet won, the daily journals nearly all 
writing in obedience to the instructions of the Cobden Club 
[British free-trade society with honorary members among 
Anglophiles in America and Germany] ,  and public opinion 
vacil lating between the two sides of the question ." 

Despite bitter opposition from free traders, Germany suc­
cessful ly revised its fundamental tariff policy, with a new 
German protectionist duty on iron, steel, and other products, 
adopted in July 1 879. As a result, smelting and machine works 
enterprises increased 30%, and employment went up 40%, 
with higher wages, over the next six years alone. 
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Beyond the protective tariff, Germany adopted a thorough 
dirigism. Industries were cartelized for greater productivity, 
as in the pooling of laboratory facilities. Large banks, inter­
locking with the state-sponsored cartels,  were set into motion 
for the financing of national and international development 
programs.  The government intensified its sponsorship of edu­
cation, and constructed a vast network of railroads,  canals ,  
and ports ; subsidized merchant ships;  and built a world­
class navy. 

Other aspects of the great shift in German affairs under 
Bismarck-the pro-labor social welfare laws, the German­
U.S .  partnership for German and worldwide electrification, 
the turnabout in relation to the Catholic Church-would have 
tremendous worldwide consequences. We must look further, 
behind the scenes in America, and into the realms of labor 
radicalism and Catholic Church politics,  to understand these 
developments .  

Emil Rathenau's part 
in the 'land-bridge' 

Emil Rathenau (1838-1915) was the Jounder oJ the Ger­

man Edison Company (later known as Allgemeine Elek­

trizitiits Gemeinschajt, AEG), which electrified Germa­

ny 's cities and industries. TheJoliowing are extractsJrom 

a report by Frank Hahn. 

Emil Rathenau and Thomas Edison were direct business 
partners, and became dear friends. They often visited each 
other, and learned new things from each other. 

Rathenau thought of machines as the "tools  for the 
future," and the realization of his plans resulted in the most 
rapid economic boom in history : In less than 25 years, 
there were 7 million new jobs created, as the immediate 
result of the "replacement of physical labor by machines." 

AEG functioned as a kind of private NASA. New 
branches of production, machine types,  and affiliated spin­
off enterprises were continually being founded, which all 
aimed at one goal : the electrification of the world economy. 
To this aim, Rathenau gathered together the best econo­
mists, engineers, and construction contractors of this time 
under the roof of the AEG . . . .  Thus even before produc­
tion, there was research into and development of new tech­
nologies .  

Rathenau concentrated on electrification of  transport, 
electrification of the chemical industry, and the building 
of large power stations and "full coverage" electrical net­
works. 

His goal was nothing less than the electrification of the 
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The Centennial: renewed 
American Revolution 

Carey and his allies spurred their worldwide organizing 
by obtaining Congressional sponsorship for a great celebra­
tion of the l 00th anniversary of America' s Declaration of 
Independence. The 1 876 Centennial Exposition in Philadel­
phia, the capital city of the 1 776 Revolution, called forth 
displays of the industrial progress  of the United States, the 
Germans, and all the world' s nations. 

The huge exposition buildings in Fairmont Park were 
erected by the Philadelphia Interests industrialists such as 
William Sellers, who was a leader of the Franklin Institute, 
along with Baldwin boss Mathew Baird. The Carey forces 
managing the exposition were led by Henry Carey' s  political 

world economy. So, he expanded AEG in the 1 890s to 
become a worldwide enterprise, with affiliates in 1 8  coun­
tries :  Austria, Switzerland, Italy ,  France, Belgium, Great 
Britain, Spain, Romania, Bulgaria, Russia, Denmark, Nor­
way, Sweden, South Africa, Mexico, Brazil ,  Chile, and 
Argentina. Among other projects, AEG built the great elec­
trical grids in Seville, Bilbao, and Madrid, Spain; as well 
as Warsaw, Poland; Genoa, Italy ;  and Buenos Aires, Ar­
gentina-and later in Russia. 

After the successful introduction of electrical street­
cars in Halle, Germany,  in 1 892, the city of Kiev, Ukraine 
gave AEG the task of constructing the grid for electric 
streetcars and to deliver 66 trolley cars to operate on it. 
Rathenau went to Russia himself, and soon there were 
tramways built in Moscow, Lodz, and Astrakhan. Not long 
after followed the electrification of St. Petersburg. 

The word got around: "Berlin is the capital of the Rus­
sian electrical industry."  

[At the same time, Frank Sprague, a partner of Thomas 
Edison and the Philadelphia Interests, introduced electric 
streetcars and subway trains to the United States-ed.]  

In 1 904, AEG began to work in China, though pre­
ceded there by Siemens, which had already built some 
streetcars and electrical generators there. Starting in 1 9 1 2, 
AEG got the job of electrifying the Trans-Siberian 
Railroad. 

The electricity generating plant at Niagara Falls ,  New 
York [with engineering directed by Coleman Sellers of 
Philadelphia' s  William Sellers machine works-ed.] was 
financed in part by Deutsche Bank. When Edison Electric 
Light was formed in the United States in 1 889, the majority 
of shares was held by four German enterprises: AEG, Sie­
mens and Halske, Bankhaus Stern, and Deutsche Bank. 
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lieutenant, Morton McMichael, the former Philadelphia 
mayor and America' s leading Whig publisher, who was chair­
man of the Fairmont Park Commission. 

The Philadelphia Interests displayed their industrial won­
ders. B aldwin contructed several exceptionally beautiful 10-

Franz Reuleaux's 1876 
'Letters from Philadelphia' 

Franz Reuleaux, the head of the German machine builders' 
delegation to the U.S .  Centennial celebration in Philadel­
phia, wrote a series of reports on the exposition, in the form 
of open letters. They were printed serially in the European 
press, with great public impact and resulting in interna­
tional controversy. 

The letters beautifully illustrate the moral and philo­
sophical character of the republican nationalists, Carey 
and his allies, who, despising chauvinism, fought to bring 
modem technology to the world. 

Reuleaux, a professor of the science of development 
of machines at the Berlin Technical Institute (Berliner­
Gewerbe-Akademie), served as the institute ' s  president 
from 1 876 for about 30 years . His teaching, writing, and 
political leadership were of very great influence in late­
nineteenth-century German industry . 

During his three months in Philadelphia for the Cen­
tennial, Reuleaux studied the methods of the city ' s  great 
industries, the most important of which were the "Philadel­
phia Interest" firms led by Henry Carey' s  political part­
ners . It is certainly the Carey circle to which Reuleaux 
refers, when he suggests, in the first letter, that a "master' s 
hand" was behind the Philadelphia exposition . 

The following are translated excerpts from Reuleaux'  s 
"Letters from Philadelphia" ("Briefe aus Philadelphia"),  
published in 1 877 by Vieweg and Sons. Reuleaux and 
his writings were brought to EIR 's attention through the 
research of Lothar Komp. 

From the First Letter, June 2, 1876: 
These numerous separate exhibitions, many of which 

are of vast dimensions, produce, together with the great 
exhibition halls, an impression much like the movements 
of a mighty fugue, in that every voice intones anew the 
main movement, each, however, with its own character, 
entwining and interweaving itself with the other figures, 
until ,  finally, the entire tremendous industry-orchestra, 
roaring and thundering, comes together to bring the theme 
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comotives, just for the Centennial. And the Careyites'  29-

year-old protege, Thomas Alva Edison, put on a display of 
his automatic printing and multiplex telegraph devices. 

Only days before the July 4th opening of the Centennial, 
Edison had completed his move into his new Menlo Park, 

to the conclusion. 
Never before has this overall impression been so per­

fectly achieved. In any case, the effect betrays a master' s 
hand at the conductor' s baton . . . .  

Today I wish only to elaborate, in broad outline, on the 
reproaches that have been hurled against us .  The quintes­
sential charge is the motto: German industries'  fundamen­
tal principle is "cheap and bad." 

Unfortunately,  for the most part, thi s really i s  the fun­
damental principle of our industry, at least insofar as its 
first half is  recklessly applied, and therefore, as the conse­
quence, its second part follows .  Even though competent, 
upright industrialists who condemn this  principle have en­
deavored to work against it in our country, even though 
many whose hearts are fond of our industry have spoken 
out against it, it nonetheless has the upper hand, and thus 
manifests itself all  too clearly in our exhibition. 

Second reproach: In the industrial and fine arts, the 
only motif Germany knows is the partisan-patriotic, which 
does not belong in the world arena, and which no other 
nation has brought; Germany no longer has feeling for 
unbiased beauty which is beautiful on its own merits. 

Indeed, once this  is said to us, we are overcome by a 
feeling of shame when we wander through the exhibition, 
and in our section we observe the Teutons, Prussians, Kai­
sers, crown-princes, "Red Princes," Bismarcks, Moltkes,  
and Roones, made of porcelain, biscuit, bronze, zinc, iron 
and clay, painted, embroidered, knitted, printed, litho­
graphed and woven, which come marching out, battalion­
like, from every nook and cranny to greet us .  

From the Ninth Letter, Aug. 25, 1876: 
First of all to be emphasized, i s  . . .  that in the recent 

decades, American industry has worked its way up to, for 
the most part, admirable heights. For thi s  she can thank 
not only the skillfulness of her intelligent workforce, of 
which we Germans form a considerable portion, but also, 
without a doubt, the protective tariff. 

The protective tariff has called forth, reared, and 
brought to a state of high perfection industries which did 
not exist here before, and it continues to have this same 
effect today. In Germany, one should not be astonished by 
this ;  because, in previous times, we ourselves used the 
protective tariff for entirely the same purposes and with 
the greatest success. 
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New Jersey "invention factory," under the sponsorship of 
Philadelphia Interests partner Gen. William J. Palmer. 
Palmer' s executive secretary, Edward H. Johnson, had be­
come Edison ' s  business manager. University of Pennsylvania 
Prof. George Barker, head of research at the Franklin Insti tute, 

Furthermore, the majority of American industry has 
sought its strength in the quality of its products. By this  
means it has succeeded, little by little, in pushing back a 
long line of foreign imports . The essential means to accom­
plish this are, firstl y , the machine which spares bodil y exer­
tion and, secondly, human intelligence in the form of the 
skillfulness  of the workers, by granting them high wages. 
Both factors together provide a product which, at relati vel y 
cheap prices, is of good, and for the most part of very 
excellent qUality. 

From the Tenth Letter, written aboard ship returning 
to Europe, early September 1876: 

In the last few days of my transoceanic sojourn, more 
and more attacks [on the "Letters from Philadelphia"] from 
Europe have reached me which, in their violence, lack 
nothing . . . .  

For me they are a proof that the enemies have written 
themselves into quite a rage. The English press could not 
resist adding slightly to the translation, to increase their 
instinctively awakened triumphalism, by telling their En­
glish readers that I called German products "cheap and 
nasty." 

From an unpublished research paper by Lothar 
Komp: 

In the introduction to his book Konstruktor (The De­

signer), which for many decades was among the most im­
portant textbooks for aspiring machine-builders, Reuleaux 
attacked those who hold the view "that all poly technical 
teaching must be subservient to the ruling principle of 'cui 

buono ? ' ,  that all teaching methods must have a concrete 
relationship to specialized and 'bread and butter' studies 
[Brotstudium] . " 

Reuleaux, on the other hand, inspired his students with 
Schiller' s inaugural address at the University ofJena, enti­
tled "What Is and to Which End Do We Study Universal 
History?" 

In his ceremonial speech celebrating the 50th anniver­
sary of the Berliner-Gewerbe-Akademie in November 
1 87 1 ,  Reuleaux refers to the achievements of universal 
minds like Leonardo da Vinci and Gottfried Wilhelm Leib­
niz and emphasizes: "Therefore, that education which 
achieves the utmost is inconceivable unless universal edu­
cation is made possible. Therefore it i s  wrong, to expect 
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was now Edison ' s  science adviser. 
Twenty months later (in March 1 878) ,  Barker would 

arrange for Carey, Carey lieutenant Morton McMichael, and 
George Boker, who had just completed his work as U.S .  
ambassador to Russia, t o  conduct a private telephonic ex-

the utmost from specialized education, as penetrating as it 
may be."  

. . .  The accusations in h i s  book Kinematik, published 
in 1 875, are harsh :  

"Today some want the machine engineer to  believe 
that he should see his science merely as an expedient, 
which he is to learn and to practice only as it is immediately 
useful for his field. He is told that it should be his means 
of living, not, as the previous schools intended, an enlarge­
ment of his range of vision, an elevation of his viewpoint, 
a strengthening of the penetrating force of his intellect. 
. . .  The previous path, which made the German technical 
universities great and exemplary, was that which equipped 
the pupil with true scientific knowledge and lent to his 
technology itself that contemplative nature (Innerlichkeit) 

which brightens the range of vision and enables it to dis­
cover the possibility of forging ahead into new realms." 

. . .  The students of . . .  Reuleaux accomplished what 
Reuleaux had demanded in his Letters/rom Philadelphia. 

German y broke from strict adherence to the free-trade doc­
trine, and experienced a considerable increase in the living 
standards of its workers, per household. It was the graduates 
of the technical universities who achieved the breakthrough 
of shifting Germany over to "production according to the 
American system" [of standardized machined parts] .  

The components of machines and other goods were 
now, through the consistent application of machine tools,  
to be so precisely manufactured that they were to become 
interchangeable. Although this  form of production is, at 
first, more expensive, because of the high cost of the ma­
chine tools,  and of the highly paid specialized workforce, 
it made possible a drastic increase in the productivity of 
German industry . It is to be noted, that, without the princi­
ple of interchangeability, every single part of a machine, 
down to the last screw, must be "tailor-made." Around 
1 860 in Germany, it was still the case that, because of the 
lack of precision in the production process and the lack of 
standardization, for every nut, there was one and only one 
specially made bolt. 

Universal interchangeability, on the other hand, de­
manded extraordinary precision in the production of indi­
vidual parts; indeed, far more preci sion than was necessary 
for the functioning of one individual machine. This  objec­
tive was only to be achieved with the most up-to-date 
machine tools .  
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periment with Edison in a University of Pennsylvania 
classroom.  

Dmitri Mendeleyev, whose "Periodic Table" hypothesis 
was revolutionizing chemistry, was among the visitors at the 
1 876 exposition. That Russian scientist and economic nation­
alist was then in Pennsyl vania investigating the petroleum 
industry-a field of work which the Pennsylvan ians and al­
lied patriotic industrialists had just invented, but which John 
D. Rockefel ler was crookedly monopolizing. 

Another European visitor at the Philadelphia Centennial 
was the German industrial and technological innovator, Emil 
Rathenau . Five years l ater, at the 1 88 1  Paris electrical exposi­
tion, Rathenau would meet Edison ' s  representatives, namely 
Carey-circle operative Edward Johnson, Edison ' s  business 
manager, and George B arker, science director for the 1 88 1  

display of Edison ' s  new electric light. Since Rathenau had 
been in Phil adelphia, Professor Barker had counseled and 
steered Edi son to embark on the invention of electric l ighting 
and public power. 

Upon viewing the Edison l ight in Paris ,  Rathenau was 
moved with a vision of humanity uplifted with the aid of 
electrification , and he became the partner of Edison and the 
Careyites in that endeavor. Rathenau ' s  German Edison com­
pany was to be an essential component of the transformation 
of Germany fol lowing the late- I 870s policy shift to national 
patronage of i ndustry . (See box , p .  39 . )  

The 'Kulturkampf trap 

To proceed with their great economic and political objec­
tives, the republican national ists were required to solve dan­
gerous social and religious problems in Germany. 

We may look back from our vantage point of 1 20 years, 
and observe with calmed passions the dilemma of a Western 
nation that has been manipulated into a needless, destructive 
pol itical -rel igious conflict. Unfortunately, what we observe 
seems horrifyingly l ike what the British oligarchy and its 
scribblers such as Samuel Huntington seek to incite today, 
a contrived "clash of civi l izations" of the West against Islam. 

The people and institutions of a major world religious 
faith, with a foreign center, are falsely defined as the "enemy," 
as dangerous to the security and sovereignty of the state . 

Thus was Germany ' s  Chancellor B i smarck, the wily East 
Prussian Junker ari stocrat, squaring off in his Kulturkampf 

(or "struggle for civi lization") against the Roman Catholic 
Church, led by Pope Pius IX. 

The May Laws and other measures against German Cath­
olics were adopted by Prussia and the newly consolidated 
German Empire in the period 1 87 1 -73 . Thi s followed the 
July 1 8 , 1 870 decree of Pontifical Infallibil ity issued by the 
Counc i l  of the Vatican . 

British Crown agents were playing a double game with 
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respect to the Church. Angl icans intrigued with north Euro­
pean Protestants, Jansenists, Old Catholics, and Orthodox 
Russians to whip up reaction to the "dangerous Papal infalli­
bility doctrine." The London-based stooge Giuseppe Mazzini 
had been thrown against Italy ,  his revolution and freemasonry 
terrifying and cornering the Vatican.  

As pope from 1 846 until his death on Feb. 7 ,  1 878,  Pius 
IX had, because of his fear of "revolutionary republicanism," 
looked favorably upon the British-backed slaveowners ' re­
bellion against the American Union. Meanwhile, British 
Catholic "conservative" counsellors within the Church 
helped keep the Vatican confined to the false choice: protec­
tion ofthe Church by "black nobility" oligarchs, versus giving 
in to the atheist onslaught. Pius was rendered incapable of 
communicating with Germany' s leaders, who had made the 
Catholic Church their enemy. 

Henry Carey had worked in many ways to outflank the 
Briti sh Mazziniite game in Europe. Carey met with Count 

Carey and Pope Leo xm 
vs. John Stuart Mill 

Political strategy in the late-nineteenth-century world re­
volved around the opposition between the view of man 
typified by Henry C. Carey and by Pope Leo XIII, on the 
one side, as against that of British Empire propagandist 
and "classical economist" John Stuart Mill .  

In his 1 859 Principles of Social Science (Vol . 1 ,  

pp. 28-3 1 ) , Carey quotes his adversary Mill ,  describing 
what Mill claims is economic science: 

"Political economy considers mankind as occupied 
solely in acquiring and consuming wealth . . .  except in 
the degree in which [desire for wealth] is checked by . . .  
aversion to labor and the desire of the present enjoyment of 
costly indulgences . . . .  All [man ' s  economic acts] , though 
many of them are really the result of a plurality of motives, 
are considered by political economy as flowing solely from 
a desire of wealth . . . .  Not that any political economist was 
ever so absurd as to suppose that mankind are really thus 
constituted, but because this is  the mode in which the sci­
ence must necessarily be studied. 

" . . .  For the sake of practical uti lity, [the principle of 
population is to be] interpolated into the exposition." (Mill, 
System of Logic, Book VI, Chapter 8) 

Carey comments that here "we have the political-eco­
nomical man, on the one hand influenced solely by the 
thirst for wealth, and on the other so entirely under the 
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Cavour-advocate of railroad-building modernization-in 
the l ate I 850s, and worked with Italian patriots to promote a 

unified Ital ian nation. 
Carey and hi s German allies confronted the Kulturkampf 

as a British-induced suicidal trap, blocking Germany ' s  na­
tional development and its vital global role .  

The problem was solved only with aid from the outside, 
with the Carey-led movement for dirigist nationalism, and 
with a new pope. Leo XIII, who understood Briti sh perfidy. 

The German Catholic Center Party was of no help. Lud­
wig Windthorst ( 1 8 1 2-9 1 )  led the Center Party, which he 
had co-founded in the I 860s. We have observed Windt­
horst' s name, above. as a participant with the protectionists 
in the Reichstag. Indeed, the Catholic Center Party ' s  support 
for the protective tariff was a decisive factor in making a 
maj ority for that policy.  The Center Party organization itself, 
however, did not initiate the policy shift, although Catholic 
industrialists in western Germany played a crucial role.  As 

control of the sexual passion as to b� at al l  times ready to 
indulge it, however greatly such indulgence may tend to 
prevent the growth of wealth ."  

"[British] political economy," writes Carey, "presents 
for our consideration a mere brute animal. to find a name 
for which it desecrates the word ' man ' , [otherwise pre­
viously] recognized . . .  as expressing the idea of a being 
made in the likeness of its Creator. 

"It was wel l  asked by Goethe- 'What is all intercourse 
with nature, if by the analytical method, we merely occupy 
ourselves with individual material parts, and do not feel 
the breath of the spirit which prescribes to every part its 
direction, and orders or sanctions every deviation by 
means of an inherent law?'  And what, we may ask, is the 
value of an anal ytical process that selects only the 'material 
parts ' of man-those which are common to himself and 

the beast-and excludes those which are common to the 
angels and himself! 

"Such is  the course of modem political economy, 
which not only ' does not feel the breath of the spirit: 
but even ignores the existence of the spirit itself, and i s  
therefore found defining what it  i s  pleased t o  call the natu­
ral rate of wages ,  as being ' that price which it is necessary 
to enable the l aborers, one with another, to subsist and 
perpetuate their race, without either increase or diminu­
tion' -that is to say, such price as will enable some to 

grow rich and increase their race, while others perish of 
hunger, thirst, and exposure . "  

Carey sharply contrasted the purpose of h i s  own global 
infrastructure program: "To the highly organized commu­
nity . . .  every new road brings with it  increase of power 
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their  depression-wracked constituency demanded change, 
the party accepted the inducement to make a deal with Bis­
marck under the emerging nationalist pol icy.  

Ludwig Windthorst himself was a rather weak-principled 
individual ; perhaps his greatest distinction was that under the 
Kulturkampf, he had become Bismarck' s  personal nemesis 
(Bi smarck said that his l ife revolved around his  wife and 
Windthorst, the one to love and the other to hate) .  

Windthorst wrote that Britain was "the country of heredi­
tary wisdom" in politics ,  and in general he fol lowed Britain ' s  
free-trade doctrine. H e  was a fervent devotee of John Stuart 
Mil l .  This  is an excellent political litmus test for that era: 
Henry Carey was known to "swear l ike a trooper" when 
Mill ' s  name came up. Mill  had been intel l igence director 
for the B ritish East India Company,  and in the 1 870s headed 
up British Empire political intell igence operations in 
America and Europe. 

Leo XIII was elected pope in February 1 87 8 ,  after he 

over nature,  with increase of l ife ,"  and. the practice of 
Mil l ' s B ritish Empire :  " Rai lroads are now being madefor, 
but not by, the people of India, but their effects must, inevi­
tably,  be the same with those observed in Ireland. [Their] 
object . . .  is the further promotion of the export of the 
raw produce of the soi l ,  and the further extension of the 
centralizing power of trade; to be followed by increased 
exhaustion of the land . . .  and more rapid decay of com­
merce." 

As for Pope Leo XIII, he wrote, in his  1 89 1  encyclical , 
Rerum Novarum: On the Condition of the Working 

Classes, that "animal nature . . .  i s  far from embracing 
human nature, but rather i �  much lower than human nature.  
having been created to serve and obey it .  What stands out 
and excels in us, what makes man man and distinguishes 
him generically from the brute, is the mind or reason . . . .  
Workers are not to be treated as slaves ; j ustice demands 
that the dignity of the human personality be respected in  
them . . . .  

"[I ]t  is  incontestible that the wealth of nations origi­
nates from no other source than the labor of workers . Eq­
uity therefore commands that publ ic authority show proper 
concern for the worker so that from what he contributes to 
the common good he may receive what will enable him, 
housed, clothed, and secure,  to l ive his l ife without hard­
ship . . . .  [I]t is is of absolute interest to the State that those 
citizens should not be miserable . . .  from whom such nec­
essary goods proceed . . . .  Workers ' associations ought to 
be so constituted and so governed . . .  as to attain the object 
. . .  that . . .  the members secure ,  so far as possible , an 
increase in the goods of body, of soul , and of prosperity ."  
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had closely monitored the German crisis for seven years . Leo 
immediately applied his new power to solving the problem. 

Windthorst is  known to have been "irked" at the course 
Leo took, in circumventing the Center Party and negotiating 
and working directly with Bismarck. Though the Center 
Party took part in the protectionist legislation, Windthorst 
continued in different ways to oppose Bismarck, backed the 
Socialists, and played a part in Bismarck' s eventual dismissal 
by Emperor William II, in 1 890. 

The Vatican-authorized biography of Leo XIII ,  written 
by Rev. Bernard O' Reilly and published throughout North 
America and Europe just after Leo ' s  1 903 death, indicates 
Leo ' s  views of the Kulturkampf problem : 

"It is known what active sympathy the Church of En­
gland gave to the Old-Catholic faction, which, in the minds 
of representative men in Great Britain, promised to separate 
from the Papacy the great body of German Catholics. In 
London, as in Berlin, [there were] those who were most 
hopeful of such a result. . . .  So wrote the greatest of British 
newspapers.  'It may be necessary for the German govern­
ment to make the experiment of reforming the Roman Catho­
lic Church within their country ; and if they could succeed 
it would be an admirable achievement. But, for our part, we 
think it more likely that they will fail '  -The London Times, 
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Wednesday , December 1 1 , 1 87 3 ." 

This Vatican-approved biography states ,  that "Dr. DOl­
l inger and his followers . . .  [had] formed themselves into 
what is known as the 'Old Catholic ' church, which allied 
itself with the Jansenists of Holland, [and] with the Church 
of England . . . .  [T]his 'Old Catholic' church . . .  assembled 
in council with the Jansenist prelates and priests of Utrecht, 
[and] with the representatives of the Protestant Church of 
England . . . . 

"During the seven years which preceded his own ele­
vation to the Papal Chair [as Leo XIII, he , as] Cardinal 
Pecci,  from his watchtower in Perugia, had followed with 
intense and sympathetic interest the noble struggle of the 
German Catholics . . .  against the overwhelming power of 
a state . . .  backed in its warfare against Catholicism by the 
combined forces of the secret societies and the influence 
and unscrupulous press controlled by the lodges or salaried 
by the state ."  

The biography continues, "One of the first acts of the 
Holy Father was to write to the [German] Emperor William, 
notifying his Majesty of his election and expressing his deep 
regret at the rupture between Germany and the Holy See." 

Leo ' s  biographer quotes Bismarck' s later explanation, 
that he had always desired the "laws of conflict" to "lead 
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to peace . . . .  The hope entertained meanwhile that a Pontitl 
more di sposed to peace was realized . . . .  

, . \  began , as soon as.the present pope ascended the throne, 
to open . . .  negotiations  with Monsignor Masella," the papal 
nuncio in Munich .  

Kulturkampf was soon abandoned. by agreements 
reached between the German government and the Vatican . 

Behind the German policy shift 

The nationalist program, for Germany to adopt protective 
tariffs. was certaill ly i dentified with the stee l and coal produc­
ers and rai lroad budders . On the opposing, free-trade side, 
were Junker aristocrat l andlords. importing merchants, and 
stock speculators .  Yet, in the creation of a national consensus 
for state-sponsored i ndustrial devel opment, many aristocrats 
came over to the protectionist side, and merchants and invest­
ors general l y  flourished under the secure prosperity that re­
sulted from the protectionist policy. 

In reality. the pol i tical struggle was not between the mate­
rial interest� of contending economic sector� within a partiClI­
lar country . Rather, the leading advocates of national develop­
ment knew they were fighting again st a Bri ti sh Empire 
determined to stop them, and against a British-led worldwide 
free-trade lobby . 

The case of John Prince Smith is typical of the B ritish 
efforts inside Germany .  The founder of Germ any ' s  free-trade 
movement, Smith was a B riti sh  agent of infl uence, l iving in 
the character of an Engl ish  schoolmaster stationed in the Bal ­
tic port o f  Elbig.  In t h e  l ate I 840s, Prince Smith had set up 
the free Trade Union in B erl i n  and Germany ' s  A ssociation 
of Free Trade Societies .  Though theIr propaganda made ap­
peal s  to Germans '  supposed materi al interests, these groups, 
the Cobden Club and other free-trade lobbyists.  made l i ttle 
effort to disguise their B ritish Empire affi liation. 

The leaders of the protectionist  movement, Carey and h i s  
all ies,  w h o  proposed t o  "girdle the globe with a tramway 
of i ron," proceeded programmatically from an idea of the 
dignified nature of man, and of mankind' s needs, fundamen­
tal l y  opposed to the degraded British imperial view. The na­
tional ists ' goals went far beyond the immediate material inter­
ests of i ndustrialists;  in fact, the Careyites had repeatedly to 
contend with and correct the narrower notions of employers ' 
self- interest, in order to save their skins as industrialists .  But 
because the Careyite s '  idealism coincided with the only 
means for universal national prosperity, a powerfu l consensus 
was forged hehind the nationalist program. 

The creation of a social welfare system for the working 
class was a dramatic innovation in Germany' s dirigist policy 
shift. By the l ate 1 880s, German workers were protected by 
disabil ity and health insurance, old-age pensions, and em­
ployer-paid accident insurance. Producti ve power grew with 
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industrialization and better national health :  By 1 9 1 3 . there 
were only 409,000 annual deaths out of a German population 
of 66 mi ll ion . compared to 1 ,2 1 9 .000 deaths in 1 888 out of 
only  48 million population.  

As we look deeper into the politics of the I 870s- I 880s, 
we wil l  perceive more c learly the character of the pol itical 
movement promoting the entire package of nation-bu ilding 
reform s,  including the social welfare safety net adopted by 
Bi smarck. Thi s  pro-nationalist  movement included vital labor 
and religious components.  

Right at the outset of the financial col l apse of 1 873 ,  the 
German Union of Iron and S teel Manufacturers was estab­
l ished, to begin agitating for protective tariffs . They were 
supported by the very i nfluential nationalist protectionist 
group, the U nion for the Promotion of the Common Economic 
Interests of the Rhineland and Westphalia.  The president of 
thi s latter Union, representing mainly Catholic industrialists, 
was the Iri sh  immigrant W.T. Mulvaney;  the group' s pol iti­
cal l y  well-known secretary was A.H. Bueck. 

The Central Association of German Manufacturers, man­
aged by Carey apostles such as Grothe and Kardorff. was 
establ ished in 1 876:  Bueck was secretary of this group. as 
well as of the Rhineland-Westphalia group. 

Pope Leo XIII.  who came into office in  1 87 8 ,  exerted a 
powerful influence not only on the Catholic Church.  but also 
much more broadly .  Leo endorsed the dignity of l ahor. a 
decent living standard, and the right to organize unions, as set 
forth in his famous 1 89 1  encyclical Rerum Novarum. Leo ' s 
views in the matter squared exactly with those of Carey and 
his movement. 

Carey's 'knights ' joust with Britain 

It was j ust in thi s era of the l ate 1 870s, that the Carey 
circle in Pennsylvania sponsored a new movement for the 
self-organization of l ahor. Thi s l abor initiative-made p mc­
tical only by the approval of Pope Leo XII-was an integral 
part of the Careyites '  hitter global contest against the B rit­
ish Empire .  

When Henry Carey w a s  around 80 years o l d .  o n e  o f  h i s  
Pennsy I vania  disciples n amed Terence V. Powderl y began an 
international career, combining mass l abor organizing and 
astoni shing military and diplomatic enterprises. Powderly i s  
hest known as the head o f  the Knights o f  Labor, the most 
important n ineteenth-century American working class orga­
nization . The w orld knows l i ttle of his participation ill the 
elite Carey circle.  which sought to cri sscross Eurasia w i th 
rai lroads ,  and to arm Ireland and other nations for war 
against Britain .  

In order t o  put the Knights of Labor into i ts true historical  
context, we shall  now summarily describe some of the l eading 
acti vists  in the C arey inner circle, and their extraordinary joint 

Feature 45 



The British magazine 
Puck, March 23, 1887, 
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. 
attacks the Catholic 
Churchfor supporting 
the Knights of Labor, the 
anti-British mass 
workers ' organization 
built by followers of 
Henry Carey. 

projects in and beyond Carey ' s  last years (he died on Oct. 
1 3 , 1 879):  

• Philadelphia financier Wharton Barker, publi sher of 
Carey' s  works in Barker' s magazine, Penn Monthly, and initi­
ator of James Garfield' s 1 880 U.S .  Presidential candidacy. 
Barker urged upon the Russian government "the accomplish­
ment of the common work of Russia and America, namely 
the dismemberment of the British Empire ."  In 1 878 ,  Tsar 
Alexander II appointed Barker as his special agent to con­
struct ships for the Russian Navy. (The arrangements with 
Russia were facilitated by the U.S .  charge d' affairs in St. 
Petersburg, Wickam Hoffman, who had served as an officer 
on Gen. W.T. Sherman ' s  staff during part of the Civil War.) 
After building four warships at William Cramp and Sons ship­
yard, Barker went in 1 879 to Russia, to launch iron and coal 
mines, forges and factories, for the industrialization of south­
ern Russia. Meanwhile, in the I 870s, the Baldwin Locomo­
tive Works filled orders for gradual Russian railroad devel­
opment. 

In 1 88 1 ,  both the Tsar and President Garfield were assassi­
nated. 

• Philadelphia physician William Carroll, from 1 875 to 
1 880 chairman of the executive committee of the Clan na 
Gael (or "Fenians"). Carroll went clandestinely to Ireland and 
England in 1 878,  pulling together the feuding Irish dissidents 
into the Clan na Gael ' s  Ireland affiliate, the Irish Republican 
Brotherhood (IRB) ,  with 20,000 members. Carroll wrote that 
Ireland and America should be guided by Henry Carey' s  pro­
gram, which it had previously seen from his father, Mathew 
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Carey, during the 1 7 80s. The Carey-spawned IRB later em­
ployed Michael Collins, who, with Carey disciple Arthur 
Griffith, forced the British to a stand-off in the Anglo-Irish 
shooting war following World War I ;  thus was born modern 
Ireland. 

• Robert Ellis Thompson, Carey' s editor and exponent 
as professor at the University of Pennsylvania, and the first 
dean of the Wharton School . Thompson helped monitor Ger­
man political developments for Carey . 

• Terence V. Powderly, treasurer of the "skirmishing 
fund" for the Clan na Gael.  Powderly, Thompson, and the 
others collected American funds and sent guns and money to 
Ireland for the uprising, intended to be one front in a Russo­
American war against Britain.  Among those who were paid 
from Powderly ' s  fund, was an Irish immigrant to the United 
States,  inventor John Holland, who built the world' s first mod­
ern submarines, on the American east coast, for the Irish revo­
lution. The British embassy protested, in vain, to President 
Garfield, against the trials of the Irish revolutionary subma­
rine in New York harbor. The U .S .  Navy later hired Holland 
to build its first submarines. 

Carey' s  "Irish brain trust," with their close ally John 
Devoy, worked in the 1 880s to bring Irish-American voters 
over to protectionism, and against the BritishlWall Street 
power combination. 

It was thus ,  as an agent for the Careyite global political 
initiati ve, that Powderl y became head of the Knights of Labor 
in 1 879.  

His parents had left Ireland in the I 820s,  after his father 
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was jailed for "murdering" a rabbit on the property of an 
aristocrat. Born in Carbondale, Pennsylvania in 1 849, Pow­
derly got into Irish nationalist politics as a young boy . As a 
teenager during the American Civil War, he guarded railroad 
switches. He became a skilled machinist in a complex of 
railroad equipment building, steelmaking, and coal mining, 
in the northeastern Pennsylvania industrial area built up by 
Carey ' s  close friend and political partner, George Scranton. 
Scranton' s  family dominated the city of Scranton, Pennsyl­
vania, named for George. 

In 1 874, already a labor organizer, Powderly was initiated 
into a small Philadelphia-based secret society, the Knights 
of Labor. 

In 1 875 Powderly was fired by a boss who was notoriously 
anti-labor union, but was reinstated to his job by the interven­
tion of the owner of the business, William Scranton. 

In 1 876, Powderly worked in state Greenback-Labor poli­
tics against the financiers ' national policy of Specie Re­
sumption. 

In 1 878,  Powderly was elected mayor of Scranton, Penn­
sylvania, against both the Democratic and Republican candi­
dates. 

In 1 879, with the backing of the Carey machine, whose 
global strategy he was already helping to lead, Powderly was 
elected head of the Knights of Labor. Over the next few years, 
he made the Knights a mass phenomenon, with 800,000 U.S .  
members, employed and unemployed, blacks, women, and 
immigrants, Irish, German, and others . The Knights' main 
goal, while defending workers ' living standards, was to bring 
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On April 13, 1887, Puck 
portrays a lunatic Pope 
Leo Xlll blessing priests 
and their worker clients. 

them together to discuss and learn American System politi­
cal economy. 

Powderly' s movement, which spread to Canada and En­
gland, terrorized the British Empire . The Canadian hierarchy 
of the Catholic Church forbade Catholics from joining the 
Knights, and demanded that the Vatican condemn the entire 
movement. But Powderly, a devout Catholic and an ecumeni­
cal leader, entered into negotiations with the Catholic Church 
hierarchy, going through Cardinal Gibbons of Baltimore and 
Archbishop Ryan of Philadelphia. Gibbons interceded with 
Pope Leo XIII, who rejected the British Empire' s demand to 
ban the Knights of Labor. 

Puck, the British magazine which had made filthy attacks 
on President Lincoln during the Civil War, ran a cartoon on 
March 23, 1 887, showing a mob of ignorant workers stoning 
a poor hardworking "scab" ; the mob is blessed by a Catholic 
prelate. The caption reads, "The new ally of the Knights of 
Labor. Does the Catholic Church sanction mob law? What 
Cardinal Gibbons calls 'Taking the Part of the Weaker' -the 
Knights of Labor-'Against the Stronger' -the scab." 

On April 1 3 ,  1 887, Puck ran a cartoon showing the 
crowned pope, looking like a lunatic, blessing sinister priests 
and their two low-life worker clients, a bearded one labelled 
"Holy Boycott" ( i .e . ,  the Irish rebellion), the other labelled 
"Sympathetic Strike" ; the caption reads, "A business all iance : 
Leo XIII- Bless you, my children !-I think we can work 
together nobly in America ."  

In an 1 883 rally at  New York' s Cooper Institute, Powderly 
was preceded on the platform by Henry Carey Baird, nephew 
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and disciple of the recently deceased Henry Carey. A news­
paper accoune gives Powderly' s  speech as follows, first 
quoting, then paraphrasing: 

"I am a protectionist from the top hair of my head to 
the bottom of my boots, for two reasons .  First, because I 
am a Pennsylvanian; and second, because I am an American . 
. . . He denounced the free-trade system as the result of 
British machinations .  He called attention to the enormous 
purchases of land in this country by British capitalists: Sir 
George Read, K.C.B . ,  2,000,000 acres ;  the Earl of Dunravon, 
6,000,000 acres ;  the Duke of Sutherland, 4 1 0,000 acres ;  
Phillips Samson & Co.,  1 ,300,000 acres;  the Earl of  Dun­
more, 1 00,000 acres;  English capitalists in Dakota, 45,000 
acres;  and that other foreign organization, the Standard Oil 
Company, 1 ,000,000 acres . . . .  He had learned two or three 
trades,  and he could make the drawings of a locomotive, 
and build  it and set it  up, and he fel t  that his opinion was 
worth something . . . .  " 

Powderly was forced out of the leadership of the Knights 
of Labor in 1 893, when a cynical London-Wall Street politi­
cal agent named Daniel de Leon and his leftist allies staged 
an organizational coup. The Knights collapsed, and de Leon 
went on to help found the American Communist Party . 

China and America's mission 

Wharton Barker, narrowly 
described in reference works 
as a "financier" and "publi­
cist," was to persevere with the 
Careyites'  international initia­
tives into the last decades of 
the nineteenth century . 

His family background 
had prepared him morally and 
politically to stand steadfastly 
against British geopolitics .  As 
a Philadelphia teenager, 
Barker had helped his father 
organize, arm, and train the 3rd 

Wharton Barker U.S .  Regiment of Negro 
troops for the Civil War, while 

his father led the fight to racially desegregate public transpor­
tation in Philadelphia. His uncle, B ethlehem Steel and Whar­
ton School founder Joseph Wharton, was a member of the 
Henry Carey inner circle and a principal financier of Carey ' s  
later political efforts . 

In the last decade of Carey' s  life,  Wharton Barker pub­
lished the Penn Monthly for Carey and his followers (who 
then controlled the University of Pennsylvania; in 1 880, 

2. A New York newspaper, name unknown, clipping in the Terence V. Pow­

derly Papers, Catholic University of America archives. 
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Barker became a university trustee and later the treasurer of 
the Board of Trustees) .  It was during this period that Carey' s  
1 876 "Letters in Reply to the London Times" spurred the 
world' s conscience with its bli stering attack on the British 
rape of China. The Penn Monthly ceased publication after 
Carey' s  death in 1 879. Barker put out The American, a 
weekly ,  from 1 880 to 1 900. 

Barker had led the Carey circle ' s  work in arming Russia 
and Ireland, and readying an American takeover of Canada, 
all aiming at "the dismemberment of the British Empire ."  His 
ally, Tsar Alexander II, was assassinated in 1 88 1 ,  three days  
after Barker received a telegram saying that the Tsar had 
decided for Barker to supervise industrialization in southern 
Russia, north of the Sea of Azov ; and his successfully elected 
nominee, President James A. Garfield, was murdered a few 
months later. Thereafter, Barker concentrated on the industri­
alization and national unification of China. 

As is  the case today, all the Philadelphians '  projects for 
infrastructure and modem industry had to contend constantly 
with British sabotage, often in the form of fomented regional 
wars or instigated rebellions. In a July 1 5 , 1 880 memorandum 
to Nikolai Karlovich Giers, acting head of the Russian For­
eign Office, Barker warned Russia not to fall into the trap of 
"English statesmen anxious to embroil Russia" in a senseless 
war with China. We see his later efforts in China carried out 
in conjunction with his good relations with Russia; B arker 
continued, into the I 890s, to work in Russia to facilitate rail­
road construction there. It was in the I 890s that the Baldwin 
Locomotive Works and other Phi ladelphia firms would sup­
ply the equipment for the Russians to build the great Trans­
Siberian Railroad. 

In 1 886-87,  the government of the Chinese Empire con­
tracted with Wharton Barker' s organization to create banks, 
and to build railroads and telecommunications l ines for the 
unification and military defense of China. The facilities were 
to be subject to strict Chinese national sovereignty . B arker 
aimed at setting up Hamiltonian national banking, to free 
China from British usury .  

The announcement of Barker' s arrangements with China 
brought a storm of abusive press attacks from the British and 
their New York and Boston allies.  

In response, Barker explained the program in his maga­
zine, The American, Sept. 1 0, 1 887, under the headline "Chi­
nese-American Enterprises": 

"Upon the initiative of a syndicate of Philadelphia capi­
talists,  of whom Mr. Wharton B arker is the representative, 
concessions of far-reaching importance to the future devel­
opment of the Middle Kingdom and to the commercial inter­
ests of the United States ,  have been granted. The negotiations 
to this end were conducted by Count de Mitkiewicz, of 
Washington, D.C . . . .  They have covered a period of some 
months,  and now appear substantially complete. 

"If the Chinese have been more tardy than the Japanese 
in adopting the telegraph, the telephone, and the railways, 
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FIGURE 1 

Chinese rai l roads projected by Wharton Barker 
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or in taking advantage of the great mineral wealth of their 

country, they have at last taken up these instruments of 

modem progress in so thorough and effective a manner as 

to bid fair to distance their i sland neighbors. They have 

already a system of telegraphs connecting the cities along 

the coast, and extending inland along the Yangtse River as 

far as Hankow, and beyond . . . .  

'The points covered by the telegraph l ines indicate the 

proper route of the first rai lways to be bui lt, viz . ,  southward 

from Peking to Canton, connecting the great cities along 

and near to the coast, and westward along the Yangtse Kiang ; 

while lateral routes acting as feeders to these lines will  open 

up the interior. 

" . . .  Among the most obvious [advantages res ulting 

from such a system are] the greater commercial prosperity 

of the nation, the improvement in the general condition of 

the population that must result from intercommunication 

between the inhabitants of the various sections;  the means 

of forwarding and di stributing food supplies in time to avert 

the famines which, in seasons of bad harvest, have decimated 
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the population of entire provinces ;  and the facilities for 

moving and concentrating troops in order to suppress popu­

lar upri sings. 
"China is  rich in mineral wealth. A few mines of coal 

and gol d have been opened. With railways these could be 

made much more profitable and a number of others would 

be developed. The commerce of the coast and river ports is 

already considerable; with railways connecting those ports 

with the interior this trade would be greatly increased. 

" . . .  To create such a railway system (in accordance with 

the government policy that railroads and mines must belong 

to the Chinese themselves), requires a more orderly system 

of finances than obtains at present. China, speaking of the 

eighteen provinces, presents a fine object lesson of an unfa­

vorable phase of ' state rights . '  The finances, if such they 

can be termed, of the various provinces are conducted inde­

pendently, without reference to each other, and with regard 

to the Peking government only in so far as the annual tribute 

is concerned. There is no 'budget' in any of them. The 

Viceroys, appointed by the Emperor for three years, and 
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holding office at his pleasure, levy the taxes and determine 
that such and such impost must yield so much money, their 
object being to raise enough to enable them to pay the 
required tribute and run their own government. There is no 
general tax levied by the Imperial Government, and fal ling 
alike on all subjects ; indeed, there is no general system 
of finance . 

"This accounts for the high interest paid on such loans 
as the Government has effected . . .  [even though] the re­
ceipts from the imperial customs are pledged as security . 

"The establishment of a national bank has repeatedly 

been urged on the ground that it would help to regulate 

these matters, to the great advantage of the government 

and the people, and although the subject has been under 

consideration for about fifteen years, it is only now that 

decided steps for the founding of such an institution have 

been taken [emphasis added] . 
"Count de Mitkiewicz during his recent visit to Tientsin 

obtained for [Barker' s proposed] Chinese-American Tele­
phone Company the exclusive right to erect telephones, oper­
ate telephone lines, and manufacture telephonic apparatus 
and appliances . . . .  In addition to this ,  he returns to this 
country with the basis of a charter for a Chinese-American 
Bank, to be under joint American and Chinese control, and 
the capital of which is to be contributed jointly by Americans 
and Chinese . The functions of this  institution . . .  will incl ude 
the placing of all government loans for such public purposes 
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American technology for 
worldwide development: Here, the 
Corless Engine, which provided 
power for exhibits in Machinery 
Hall at the U.S. Centennial 
Exposition. 

as the construction of railways, the working of mines, and 
the contracting for supplies needed for such undertakings.  
It is also to have authority to issue bank bills and to provide 
a uniform currency in gold and silver; such bank bills and 
coin to be legal tender for their face value throughout the 
empire . 

" . . .  Viceroy Li Hung Chang, Premier of the Chinese 
Empire and Pei-Yung Superintendant of the Board of Trade, 
has consented to accept the supervisorship of the Bank, and 
. . .  he has sent as his envoy to thi s  country . . .  S .P. Ma Kie 
Chung, who, in conjunction with the Minister of the Chinese 
Imperial Government at Washington, is  to confer with Mr. 
Wharton Barker as to the minor details  in the plan of the 
intended bank." 

Barker had been informed, just before he published his 
program, that the British counterattack of libel was being 
planted in the New York World and Sun by the Bell Tele­
phone Company. The Philadelphians had dealt with Bell 
before. Thomas Edison, whose inventions had perfected the 
telephone, had set up an international telephone company, 
backed by the American nationalists, rivaling that of Alexan­
der Graham Bell, who was backed by the British and their 
opium syndicate partner in Boston, the Forbes family. The 
two groups fought it out, with Edison eventually losing to 
the British-Wall Street financial power. 

The press, full of anti-Chinese racist filth , claimed first 
that Barker had really made no arrangements with the Chi-
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nese government; then, that the arrangements were fraudu­
lent; and final ly ,  that China had decided to cancel them. 
These lies were patiently rebutted in the U . S .  press by Chi­
nese officials .  Finally the London Times printed a triumphant 
headline, Oct. 1 3 , 1 887,  "End of the Chinese-American 
B ank." The Chinese Empire had capitulated to B ritish force 
and withdrew the B arker concessions .  The combination of 
British banking capital and Navy were not then being 
matched by the British-neutered U . S .  administration of Pres­
ident Grover Cleveland. 

Barker tried again some years later. In the autumn of 
1 895, Viceroy Li Hung Chang called him back to China, 
where he negotiated to build 5 ,000 miles of railroad trunk 
lines, at a cost of $ 1 25 million. The rail system was to be 
owned by the Chinese government, which was to use the 
revenue to develop a Navy and a merchant m arine, while 
the railroad promoters were to build Chinese steel mills, 
locomotive plants, and textile mills .  These efforts were also 
blocked. The Chinese imperial government was too degener­
ate to stand up to the B ritish, while the United States was 
itself coming increasingly under British domination. 

The American Whigs and the birth 
of modern China 

Wharton B arker' s entry in the standard reference work, 
Who Was Who in America (the volume covering deaths be­
tween 1 897 and 1 942), explains :  

"Obtained, 1 887,  valuable railroad, telegraph and tele­
phone concessions from China, withdrawn, 1 888,  by pressure 
upon Chinese Imperial Govt. by British Govt. ; maintained 
correspondence with leading Chinese, some of them leaders 
in the revolution resulting in the republic, and regarded by 
them as authority on Far Eastern affairs; advocate of Am. 
cooperation in the development of China' s material re­
sources."  

The mists of time, their own necessary secrecy,  and the 
negligence of a British-dominated historiography,  have all 
helped obscure the work of Barker and other Careyites toward 
the creation of modem nation-states .  At present we do not 
know, for example, what part B arker personally may have 
played in the Chinese "revolution resulting in the republic ." 

But it i s  known that certain American nationalists ,  who 
shared Henry Carey ' s  strategic objectives and whose paths 
intersected the Carey circle at many points , did in fact shape 
and sponsor the creation of Sun Yat-sen' s  organization ; and 
Sun establ ished modem China. 

At the center of the story is the Hawaii-based American 
religious and political leader Frank Damon, who, with the 
support of his influential family,  made Sun Yat-sen his 
protege. 
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We can give here only the briefest account of this enter­
prise. 

The Hsing Chung Hui,  or Renew China Society-which 
would become the nationalist  republican party of China, or 
Kuomintang-was founded in Honol ulu, Hawaii ,  o n  Nov . 
24, 1 894. The founding meeting of about 30 persons took 
place at the res idence of Li Chang, who had been brought 
from China by the independent Hawaiian government to serve 
as an adviser. 

In thi s  period, Frank Damon' s  brother, Samuel Mil ls  
Damon, was minister of finance of the Hawaiian government. 
the B ritish-backed Hawaiian monarchy was overthrown in 
1 894, but the American patriots in Hawaii were resisting an­
nexation to the United States,  where racialism and imperial  
tendencies were growing. 

L i  Chang administered an oath to the founding members, 
led by Sun Yat-sen, to work for the "overthrow of the 
Manchus, the restoration of China to the Chinese, and the 
establi shment of a republican government." As the organiza­
tion grew under Li ' s  and Sun ' s  guidance, spreading through­
out the Hawaiian Islands, its members took military training 
twice a week at Frank Damon ' s  home. 

B ack in 1 886, Damon had raised the money to send Sun 
Yat-sen back to China to do revolutionary organizing. In 
1 9 1 0, Damon would preside over Hawaii ' s  send-off celebra­
tion for Sun to go to China and establish the RepUblic.  

Damon sponsorsed Sun ' s  movement in his capacity as 
head of the Hawaiian Protestants ' missionary work to the 
Chinese. But Frank Damon wore many other hats. He and his  
father, Rev .  Samuel Chenery Damon, were extremely sophis­
ticated leaders in the realm of political intelligence . 

Rev . Samuel Damon was in Hawaii as a missionary for 
the American Board of Commissioners for Foreign Missions 
(ABCFM), a group founded by Jedediah Morse against the 
British-backed Boston B rahmins and their Unitarianism. 
Damon arrived in Hawaii in 1 842; two years l ater, the 
ABCFM ' s  president, Theodore Frelingheysen, ran for U . S .  
vice president o n  the Whig ticket with Henry Clay .  

Reverend Damon was a n  ardent Whig,  and, o n  the eve of 
the U.S. Civil War, he wrote that racial harmony would pre­
vail in Hawaii ,  "if we continue to treat man as man, irrespec­
tive of color or race; but a war will come when the wicked 
doctrines of the London Times are allowed to prevail ,  and the 
Anglo-Saxon i s  allowed to di splace an rallegedly] inferior 
race in the interests of trade and civilization." Reverend 
Damon had educated a Japanese youth, Manj iro, who as the 
first Japanese English-speaker, translated for the 1 850s U . S .  
naval expedition opening u p  Japan. 

In 1 869, Reverend Damon travelled across the American 
mainland on the first eastward train of the new transcontinen­
tal railroad. In Boston, he attended a festival commemorating 
the birthday of the universal scientist Alexander von Hum­
boldt. 
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Baldwin locomotives in parts and boxes. ajier delivery to the port of New chang. near Beijing. China. 

In 1 876, Reverend Damon attended the Centennial Expo­
sition in Philadelphia as the official Hawaiian delegate, as a 
believer in the revolutionary influence of the "onward march 
of manufactures, trade and commerce." 

Meanwhile, his son Frank went on to Germany in 1 876. 
From 1 878 to 1 880, at the time of the most intense ferment 
over Germany ' s  future course and place in the world, Frank 
Damon served as First Secretary of the Hawaiian govern­
ment ' s  legation in Berlin.  In 1 878 ,  the U .S .  ambassador there 
was a Carey-al lied poet from Pennsylvania, Bayard Taylor. In 
1 879, Carey ' s  disciple ,  Philadelphia Congressman Wil l iam 
"Pig Iron" Kelly,  discussed political strategy with Chancel lor 
Bismarck in Berlin. Frank Damon himself reportedly "hob­
nobbed with Bismarck and Kaiser Wilhelm" during this  pe­
riod; Damon learned at least five languages while in Germany, 
including Sanskrit. 

This ,  then, is the Frank Damon who protected and spon­
sored the organization of Sun Yat-sen ' s  movement. 

Sun Yat-sen, considered by the Chinese as the father of 
their twentieth-century republic, proposed in the 1 920s an 
immense infrastructure program for the rapid agroindustrial 
development of the entire country : 50,000 miles of rai lroads, 
500,000 miles of new roads, canal and river control projects, 
and the construction of new cities. 

Sun ' s  program, and his fierce resi stance to British Empire 
world dominance, were rooted in the republican national ism 
of Henry Carey and Abraham Lincoln-the movement which 
gave birth to the modern world.  

52  Feature 

Bibliography and 
acknowledgments 

The author grateful ly acknowledges the help provided in 
the preparation of this article by the staff at the Pennsylvania 
Historical Society, and at the Library of Congress ; and by 
Mark Calney and Robert Wesser, who pioneered in the re­
search on the Damon family of Hawaii and Sun Yat-sen ; and 
by Gabriele Chaitkin and Richard Sanders , for editorial and 
translation assistance . 
Among the sources consulted: 
Baldwin Locomotive Works order books , Archives Center, 

National Museum of American History, Smithsonian In­
stitution, Washington, D.C.  

Wharton Barker papers, Library of Congress manuscripts di­
vision, Washington, D.C. 

Mark Calney, "Sun Yat-sen and the American Roots of 
China' s Republican Movement," The New Federalist, 

Jan . 26, 1 990. 
Henry C .  Carey papers, Pennsylvania Historical Society, 

Philadelphia. 
Henry C.  Carey, Principles of Social Science (originally  pub­

l i shed in 1 85 8 ;  reprinted in New York:  Augustus M. Kel­
ley, 1 963) .  

Ethel M.  Damon, Samuel Chenery Damon (Honolulu:  The 
Hawaiian Mission Children' s  Society, 1 966) . 

Will iam Harbutt Dawson, Bismarck and State Socialism: An 

EIR May 2, 1 997 



Exposition o{the Social and Economic Legislation o{Ger­

many since 1870 (London, Swan Sonnenschein & Co.,  
1 890) . 

Diary ()fthe Japanese Visit to Philadelphia in 1872, Contain­

ing Descriptions of the Manufacturing Establishments, 

Public Building, and Other Places of Interest Inspected 

by Them (Philadelphia, Henry B .  Ashmead, Book and Job 
Printer, 1 872) .  

Lothar Gal l. Bismarck, The White Revolutionarv (published 
1 980; English translation, London : George Al len and Un­
win, 1 986).  

W.O. Henderson. The Rise ()f German Industrial Power: 

1 834- /914 (Berkeley: University of Cal i fornia Press, 
1 975) .  

Pope Leo XIII, Rerum Novarum: Encyclical Letter on the 

Condition of the Working Classes, 1 89 1  (Boston , Daugh­
ters of St. Paul,  undated) .  

Abraham Lincoln ,  "Fragments of a Tariff Discussion," dated 
"Dec. 1 ,  1 847 ?" ; Vol . I ,  pp. 408-4 1 5  in The Collected 

Works of Abraham Lincoln (New B runswick, N.J . :  Rut-

The enduring legacy of 

Sun Vat-sen and Carey 

Helga Zepp LaRouche, the founder of the Schil ler Insti­
tute, is  now celebrated as the "Silk Road Lady." This is to 
honor her for her inspiration of the growing worldwide 
interest in developing a Eurasian Land-Bridge, a "New 
Silk Road" of prosperous industry from China to Europe . 
Speaking on Dec. 1 5 , 1 996 at a conference of the Schiller 
Institute in Germany, Mrs . LaRouche said: 

"Just a couple of weeks ago, the 1 30th birthday of Dr. 
Sun Yat-sen, the founder of modern China, took place . We, 
for that occasion, published the book The Vital Problem o{ 

China, by Dr. Sun Yat-sen . . . .  We published i t  in Chinese, 
and we did so, because it i s  one of the best analyses of what 
led to World War I. . . .  

"Dr. Sun Yat-sen really understood the British. He 
said: 'Britain seeks friendship only with those which can 
render her services, and when her friends are too weak to 
be of any use to her, they must be sacrificed in her interest. 
Britain ' s  tender regard for her friends is like the delicate 
care usuall y  shown by farmers in the rearing of silkworm s :  
After al l the silk has been drawn from the cocoons,  they 
are destroyed by fire or used as food for the fi sh. The 
present friends of Great Britain are no more than silk­
worms and they are receiving all the tender care of Britain 
simply because there is stil l  some silk left in them . '  

"After the horrible experiences the Chinese had with 
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colonial aggression in the nineteenth century, one can re­
ally say that China had the extraordinary fortune in having 
as the founder of modern China, Dr. Sun Yat-sen, born on 
Nov . 8 , 1 866, who happened to be a Christian. He studied 
for five years in Hawaii ,  namely the fundamental differ­
ence between the American and the British system. He 
became . . .  a fol lower of the National System of Political 

Economy of Friedrich List, which he had translated into 
Chinese. 

"He wrote a very beautiful book in 1 92 1 ,  which we only 
had to update a l ittle bit with our Eurasian Land-Bridge 
report, called The International Development of China, 

which already contained the idea that China, with the aid 
of the most advanced technology and infrastructure, would 
become the new world of the twentieth century, and by do­
ing so, would create the economic basis  for world peace. 

"Chinese President Jiang Zemin,  at the large birthday 
celebration of Dr. Sun Yat-sen, quoted Dr. Sun exten­
sively .  He said :  ' Dr. Sun proposed that China should be 
optimistic and learn from the strength of other countries. 
If we take the right for development in our own hands, we 
will survive . . .  . '  

"The Chinese . . .  want our cooperation in building up 
China economical ly .  They want our scientific and techno­
logical e xpertise . And they want our active European co­
operation to build a new era of mankind. 

"Rather than having our nations, our industries, and 
productive jobs col lapse, why don ' t  we j oin hands and 
help ourselves, by helping China and the other countries 
of Eurasia?" 
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The mission of America's military 
nation-builders: global development 
by Graham and Pam LoWlY 

Since the untimely death of President Franklin Roosevelt in 
1 945, few American patriots have understood how close the 
United States was, to reasserting its founding mission as a 
"beacon of l iberty ."  Roosevelt' s post-war plans for global 
development, using the tremendous economic power the 
United States had mobilized during World War II, were in­
tended to break the British Empire ' s  grip everywhere on the 
planet, and end the evils of colonial subj ugation .  Instead, the 
British ran rings around FDR' s befuddled successor, Vice 
President Harry Truman-and the historic opportunity was 
lost. 

Yet the means were there. By the war' s end, the United 
States had the largest trained force in engineering and con­
struction in the world. Its combined military and civilian mo­
bilization had broken the shackles of British-dictated finan­
cial policies, which had crippled the nation even before the 
Great Depression . In the face of economic ruin and the grow­
ing threat of war, Roosevelt had already used his executive 
authority to foster the buildup of U.S .  infrastructure, fre­
quently deploying the Army Corps of Engineers . The results 
included major hydroelectric projects (such as the Bonneville 
Dam), rural electrification projects (notably the TVA), and 
vast improvements in water management and irrigation sys­
tems (which transformed California into one of the world' s 
most productive agricultural regions) . Under wartime condi­
tions, the civilian labor force was rapidly upgraded; the 
Armed Forces also developed units specially equipped to 
meet logistical infrastructure requirements . Led by a revital­
ized machine-tool sector, the postwar U.S .  economy was ful ly 
prepared to begin the work of global reconstruction-build­
ing railroads and bridges, dams and canals ,  or whatever was 
needed. 

But, l acking the authority and trusted leadership of Frank­
l in  Roosevelt, their commander-in-chief, a demobilized 
American people also became demoralized; for they no longer 
grasped their hi story, the purpose of their republic, or even 
the unique character of the American military' s  role in na­
tion-bui lding. 

Mobilizing for the future of the world 
America' s  War of Independence was mobilized around 

the highest conception of mankind, as boldly set forth in the 
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Declaration of Independence. Its military objective was to 
defeat the British Empire, so that all 0/ humanity might enjoy 
the blessings a/being created in the image a/God. The foun­
dations had been laid by Benjamin Franklin and George 
Washington, who seized every opportunity to promote scien­
tific progress and economic development, and hammered the 
weak flanks inevitably exposed by any system of imperial 
rule.  When the British Army surrendered in a rage at York­
town in 1 78 1 ,  its fife-and-drum corps played the tune "The 
World Turned Upside Down"-which was exactly what the 
United States intended to do, by encouraging similar efforts 
to overturn oligarchical oppression anywhere in the world. 
Great Britain refused to formally  accept defeat, until signing 
the Treaty of Paris in 1 783.  

The British Empire ' s  worst nightmare had only begun. Its 
former American colonies had long been crippled by imperial 
prohibitions against industrial and infrastructural develop­
ment. They were ravaged by seven years of war; buried in 
public debt; without even a central government until 1 789; 

and continuously besieged both within and without by the 
British enemy. Yet the United States mobilized a campaign 
for technological progress which astounded the world. Some 
of the daring plans for the new republic were devised during 
the Continental Army' s  encampments at Valley Forge, Mor­
ristown, and Newburgh-where Washington and his officers 
discussed the requirements for rapidly developing the nation, 
especially the territories between the Great Lakes and the 
Ohio River, and west to the Mississippi River. 

Within 20 years of George Washington' s  taking his oath 
of office as President and commander-in-chief, the United 
States had initiated a vast system of inland waterways, devel­
oped the steamboat and the high-pressure boiler, opened the 
first fully automated factory in the world, begun an industrial 
engine-building and machine-tool complex, and even demon­
strated the first automobile. The catalyst for these achieve­
ments was the l ifelong leadership of Benjamin Franklin and 
George Washington, who personally laid out the plans for 
America' s  early infrastructure projects, and then sponsored 
and encouraged four of America' s  most dedicated inventors: 
James Rumsey, Robert Fulton, Oliver Evans, and John 
Stevens. 

Washington recruited Rumsey as chief engineer for the 
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Potomac Canal project in 1785 .  By 1 787, with scientific 
input from Benjamin Franklin, Rumsey was also demonstra­
ting his first steamboat on the Potomac River' s Appalachian 
reaches, to the cheers of onlooking veterans of the Continen­
tal Army. Robert Fulton, sponsored by Franklin in post­
Revolution Philadelphia as a young painter of miniatures, 
was soon understudying Rumsey on developing the steam­
boat, and formulating a plan for an integrated system of 
U.S .  canals .  Oliver Evans ' s  design for a fully automated 
flour mill was embraced in 1 79 1  by President Washington, 
who had one constructed for his farm at Mount Vernon. 
Evans moved to the nation ' s  capital at Phi ladelphia in 1 792, 
where he developed the high-pressure steam engine, a steam­
powered automobile, and a machine-tool complex to produce 
them. John Stevens, a young captain in the Revolution, who 
raised funds to support ,the starving Army during Washing­
ton ' s  New Jersey campaign, dedicated his l ife and his fortune 
to developing steam-powered transportation and an ironclad 
U.S .  Navy. Stevens ' s  uncle was Revolutionary War Gen. 
William Alexander, who in 1 778  exposed the Conway Cabal , 
a British-backed plot to remove George Washington as com­
mander-in-chief. His grandfather James Alexander-de­
ported to America for his part in the 1 7 1 5  Scottish rebel lion 
against Britain' s King George I-became America' s  leading 
American astronomer, and was recruited by Benjamin Frank­
lin as a founding member of the American Philosophical 
Society in 1 744. 

America' s engine of development was further acceler-
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John Stevens 's screw­
propeller steamboat of 
1804. Stevens, who had 

fought in the American 
Revolution, devoted his 
life to developing steam­
powered transportation 
and an ironclad U.S. 
Navy. 

ated by the establishment of West Point, the military institu­
tion first fought for by President Washington . When Presi­
dent Thomas Jefferson finally abandoned the "states rights" 
arguments he had used against it as a member of Washing­
ton' s cabinet, the Congress authorized in 1 802 the creation 
of a Corps of Engineers, which "shall be stationed at West 
Point . . .  and shall constitute a military academy." The chief 
engineer, as commander of the Corps, would also serve as 
the superintendent of the Academy. The first superintendent 
was Benjamin Franklin' s grandnephew Jonathan Williams, 
who soon founded the United States Military Philosophical 
Society, using the books he had inherited from Franklin, as 
the core of its scientific library . The Society exemplified the 
fact, that both the political and military objectives of the 
United States, were to develop the nations of the world.  
George Washington wrote of this  goal earlier, when he said, 
"I hope, some day, that we will become a storehouse and 
granary for the world." In that spirit, two early members of 
the Military Philosophical Society , John Quincy Adams and 
Robert Fulton, were working together in 1 8 1 2  on a project 
for Russia, to connect its vast territories by means of Ful­
ton ' s  steamboats . 

Launching the American System 
Immediately following the news that Britain would sign 

the Treaty of Paris in 1 783 ,  Washington left his encampment 
at Newburgh, New York, and traveled up the Hudson to the 
Mohawk River, to survey a westward water-link to Lake 
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Erie-which later became the route of the Erie Canal . He 
envisioned a comprehensive transportation system of rivers 
and canals-from the Great Lakes to the Ohio River, and on 

through the Mississippi B asin-to link the original 1 3  states 
with those which would emerge from the Northwest Territory. 
Washington had already secured legislation in Virginia' s co­
lonial assembly in 1 772, authorizing a canal to connect the 
tidewater of the Potomac River w ith the Ohio River. The 
project had to be abandoned during the Revolution ; but in 
1 7 85,  the Potomac Company was officially organized, with 
Washington as i ts first president. 

Washington had already encouraged James Rumsey, his 
chief engineer for the Potomac Canal project, to develop a 
steamboat, as the necessary technological breakthrough for 
turning the nation' s  inland waterways into highways of com­
merce. Benj amin Franklin, on his return from France, pre­
sented a paper to the American Phil osophical Society on Dan­
iel Bernoulli ' s  work in France on water-jet propulsion, which 
Rumsey incorporated in designing his steamboat. In 1 786, 
Franklin' s  protege Robert Fulton was dispatched from Phila­
delphia for a two-month visit to Berkeley Springs ,  Virginia, 
to observe Rumsey' s experiments and acquire the training to 
continue his work. After several successful steamboat trials 
in 1 787,  Washington and Franklin combined to set up the 
Rumseian Society, which raised the money to send Rumsey 
to Britain,  seeking to obtain a Boulton and Watt steam engine 
for his boat. Because of the technological embargo Britain 
imposed on its former American colonies,  no such engines 
could be exported to the United States;  and America had not 
yet developed the machine-tool requirements to forge the type 
of boiler needed. 

Not coincidentally,  Fulton' s  patrons in Philadelphia 
found the money in 1 787 to send him to England, to study 
painting under another Franklin protege, Benjamin West. 
West' s American students had long doubled as an American 
intelligence network, l istening quietly while painting por­
traits of Britain' s lords and ladies. Rumsey and Fulton were 
in close contact in London; and when Rumsey died under very 
suspicious circumstances,  just days before his  first steamboat 
trial on the Thames River, Fulton stepped in and took over 
the project. In 1 796, Fulton published his "Treatise on Canal 
Navigation," which proposed a system of canals to link all 
American cities, using standardized boats and fees, · under 
centralized management. The first copy was sent to George 
Washington. Fulton moved from Britain to France in 1 797-
the year that Washington' s  beloved Lafayette was finally 
freed from his B ritish-dictated imprisonment in a Hapsburg 
prison at Olmutz, Austria. 

With the benefit of years of experiments in France,  Ful ton 
devised significant i mprovements in  the steamboat. His sub­
sequent demonstrations of the submarine and torpedo to the 
British, whose imperial power depended on wooden sailing 
ships, made them very nervous indeed. Fulton returned to 
America in 1 806,just as the threat of renewed war with Britain 
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was emerging. In 1 807 , he l aunched the trial voyage of his 
North River steamboat-later known as the Claremont-up 
the Hudson River from New York to Albany.  From that time 
forward, the steamboat conquered America' s waterways. 
When the British tried to reconquer the United States in the 
War of 1 8 1 2, Fulton built a steam warship named the Demo­

/OROS ( the "reason of the people") ,  and armed it  with Colum­
biad cannon, red-hot shot, and a huge steam-powered hose, 
to blast the crews off enemy decks and douse their guns, so 
that they could not fi re. The B ritish were so afraid of this ship, 
that they staged an unsuccessful commando raid on a house 
on Long Island, where Fulton was expected to spend the night. 
Unfortunately,  Fulton died of pneumonia in  1 8 1 5  before the 
ship was finished, and before he could design the steamboats 
to connect Russia' s cities .  

But the wave o f  scientific progress rolled o n .  In 1 805, long 
before Thomas Edison had even dreamed of his laboratory 
at Menlo Park, Oliver Evans set out to organize a private 
association called "The Experiment Company," to perfect 
the steam wagon (automobiles and trucks) and foster new 
inventions of every sort. Evans also thought that the federal 
government should sponsor research and development. He 
published an educational guide for young steam engineers in 
1 805 , which was also translated and published in Paris .  It 
included the argument that "if government would, at the ex­
pense of the community, employ ingenious persons, in every 
art and science, to make with care every experiment that might 
possibly lead to the extension of our knowledge of principles, 
carefully recording the experiments and results so that they 
might be fully relied on, and leaving readers to draw their 
own inferences, the money would be well-expended; for it 
would tend greatly to aid the progress of improvement in the 
arts and sciences ." With George Washington' s  sponsorship, 
Evans had also published The Young Mill-Wright andMiller 's 

Guide in 1 785,  which went through 1 5  editions by 1 860-
some of them published by Mathew Carey and Son of Phila­
delphia. 

Evans himself contributed some 80 inventions to the 
young United States,  the most important of which was his 
high-pressure "Columbian" steam engine of 1 80 1 .  In addition 
to powering river and ocean steamboats, i t  also served for 
such industrial and agricultural applications as grinding grain, 
sawing lumber, drawing wire, roll ing and slitting iron, grind­
ing lead, spinning cotton, and manufacturing cloth. In 1 804, 
Evans demonstrated the first American automobile ("Oruktor 
Amphibolos") on the streets of Philadelphia, before driving 
it into the Schuylkil l  River, where it also functioned as a 
steam dredge . By 1 806, Evans had opened the Mars Works 
in Philadelphia, which he developed into a machine-tool and 
industrial complex for manufacturing steam engines .  

Perhaps the most significant contributor to George Wash­
ington ' s  military-driven agenda for development was John 
Stevens, whose scientific credentials included a Socratic abil­
ity to demolish the quackery of Descartes and Isaac Newton. 
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Following his service in the Continental Army, Stevens pur­
chased an estate at Hoboken confiscated from a New Jersey 
Tory, and proceeded to sel l off the lands to finance his scien­
tific experiments . Working with friends in Congress, Stevens 
helped to frame the act establishing the first U .S .  patent laws, 
passed in April 1 790. With some assistance from Washing­
ton ' s  proteges Rumsey and Evans, Stevens became well­
trained in steam engineering. In 1 804, he launched the Little 

Juliana, one of the first ships driven by twin screw propellers . 
Stevens also developed the Phoenix, a 1 00-foot steamboat, 
which became the first ocean-going steamship in the world. 

With steamboat development well under way,  Stevens 
turned his attention to railroads.  In 1 824, at the age of 76, 
Stevens demonstrated America' s first steam railroad on a 
half-mile circular track in his backyard, and whisked his pas­
sengers around at six miles an hour. Stevens ' s  proposals for 
a vehicular tunnel under the Hudson, and an elevated railroad 
system for New York City, had to wait until later generations 
could implement them. 

Stevens trained his sons as inventors, and with them de­
veloped the shaped projectile for artillery, and preliminary 

John Stevens on 
the philosophical war 

Late in life, the brilliant scientist and inventor John Stevens 
composed a treatise on metaphysics, distinguished for its 
Socratic method of demol i shing the absurdities of British 
empiricism . The surviving manuscripts include these ob­
servations on Isaac Newton and Rene Descartes :  

"To say that the primary parts of matter must consist 
of solid atoms, because we cannot conceive how properties 
can subsist without substance, is certainly taking great lib­
erties with nature. The fact is ,  the hardness and what is 
vulgarly called the solidity of bodies in no instance depend 
upon atomic hardness and solidity; for in that case al l bod­
ies would of necessity be hard and solid. 

"Of what are the substrata of the various powers and 
energies of nature we are totally ignorant, but that such 
powers and energies exist we plainly perceive by their 
operations . I further contend that if such a matter as New­
ton has described real ly did exist, it would be impossible 
for us to acquire any knowledge of it ,  from its very nature. 
It is now the universally received opinion that all our 
knowledge of things existing without us is derived from 
impressions made upon the senses. Now I would ask in 
what manner can the internal texture of an atom-which 
is  hard, sol id, and impenetrable-operate upon our sense. 
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plans for an ironclad battleship. As early as 1 8 1 5 , Stevens 
proposed an armored U .S .  Navy. With the support of West 
Point officers, the Stevens sons were finally awarded a gov­
ernment contract to build a demonstration ironclad; but Brit­
ish pressure on succeeding administrations eliminated all 
funding. Undaunted, the Stevens family continued to sell off 
their possessions,  and poured hundreds of thousands of dol­
lars into the ironclad steam battery they were building at their 
pier in Hoboken. Their efforts finally bore fruit in 1 86 1 , when 
the Navy realized what the unfinished ship could have done 
to defend Fort Sumter. Two of the Stevens family ' s supporters 
encouraged John Ericsson to build his famous Monitor. 

The development role of the U.S. military 
Within a few years of West Point' s  opening in 1 802, Su­

perintendent Jonathan Williams succeeded in establishing the 
U.S .  Military Philosophical Society, for the purpose of ad­
vancing science and disseminating it throughout the nation. 
Williams had been in France during the Revolution, serving 
as American consul at Nantes, and working with Franklin ' s  
ally  Caron de Beaumarchais ,  to funnel munitions and funds 

It is manifest [that] its hardness,  solidity, and impenetrabil­
ity can never be open to us,  as it would then be no longer 
hard, solid, and impenetrable . . . .  

"The truth is ,  it is  now clearly ascertained that hardness 
or softness, solidity or fluidity, depend altogether upon 
temperature; that, by an increase or diminution of heat, all 
bodies may be made to assume a solid, fluid, aeriform or 
gaseous form. Until , therefore, we have a better evidence 
of its existence than merely the resistance of what we vul­
garly call hard bodies, we shall take the liberty of dismiss­
ing this solid, massy, impenetrable being as wholly unnec­
essary. Perpetually hanging as a dead weight upon us, it 
has so embarrassed philosophers that, in their speculations 
respecting Matter and Spirit, it has drawn them unavoid­
ably into the greatest absurdities ."  

When he turned to a consideration of space, Stevens 
reminded his reader that "Des Cartes was so enamored of 
a plenum that he declared nature abhorred a vacuum," and 
yet Newton "was compelled to require empty space, void 
of any resisting medium, in order that heavenly bodies 
might not be impeded in their courses ."  Again, discussing 
"metaphysicians of the Cartesian School on their own 
ground," he said "they tell us matter is inert; incapable 
alike of motion, thought, or design . Now, we find in the 
works of nature the most incontestable evidences of mo­
tion, thought, and design . What then are we to infer? Evi­
dently that the Power of the Great Architect pervades the 
whole system ! This conclusion, however skeptics may 
cavil ,  will ever be held by sound minds as incontestable."  
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from the French government to the Continental Army. Wil­
liams had also worked with his great-uncle Franklin on exper­
iments in "Thermometrical Navigation," published as a paper 
by the American Philosophical Society, of which Williams 
was vice-president. 

West Point' s officers and cadets were automatically mem­
bers of the Military Philosophical Society, but civilians could 
also apply for election . The Society became the semi-official 
archives for the Corps of Engineers , and boasted a library 
containing the finest collection of technical works in the coun­
try . Within a few years, most of its members were civilians,  
including such leading scientific and political figures as John 
Quincy Adams, James Monroe, John Marshall ,  Robert Ful­
ton, El i Whitney, and Bushrod Washington-giving the Soci­
ety an expanded influence for organizing projects to develop 
the nation' s  economy. By 1 807, it had become a center of 
scientific activity in America. With the Corps of Engineers 
scattered during the War of 1 8 1 2, a skeleton meeting of the 
Society in New York in 1 8 1 3  voted to disband. The only 
dissenting vote was cast by Sylvanus Thayer, who would soon 
tum West Point itself into a military agency for scientific 
progress.  

Following the conclusion of the war with Britain in 1 8 1 4, 
Superintendent Joseph Gardiner Swift dispatched Thayer to 
Paris in 1 8 1 5 , to gather all the knowledge he could from 
the Ecole Poly technique, the most famous military-scientific 
academy in the world. Arriving after Napoleon' s  defeat at 
Waterloo, Thayer found that the British had already ransacked 
the Ecole and shut it down; but he still managed to obtain 
some one thousand books, maps, and models for West Point. 
When he returned to America in May of 1 8 1 6, Thayer was 
appointed superintendent of West Point, and proceeded to 
tum the Academy into a first-rate military and civil engineer­
ing school. 

An important adjunct to West Point was established 
across the Hudson River in 1 8 1 8 . Joseph Swift resigned from 
the Army and joined Gouverneur Kemble in establishing the 
West Point Foundry at Cold Spring. Kemble ' s  home, over­
looking the foundry, was frequented by Washington Irving 
and James K. Paulding (a future Secretary of the Navy), and 
became the headquarters for the informal continuation of the 
Military Philosophical Society. The foundry cast some of the 
most powerful cannons in the world, produced iron fittings 
for the locks on the Erie Canal, manufactured rails ,  and built 
America' s first locomotives. 

The Erie Canal , connecting the Hudson River at Albany 
to Lake Erie at Buffalo, was America' s first Great Project, 
and one that astounded the world. Begun on Independence 
Day, July 4, 1 8 1 7 , the entire canal-363 miles long-was 
completed by October 1 825.  The waterway reduced average 
freight costs to one-fortieth of the prevailing overland rates .  
On July 4, 1 826, Pennsylvania began the Delaware and Ohio 
Canal , a 395-mile-long system of canals and railroads com­
pleted in 1 834. Steamboats revolutionized internal com-
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merce; they dramatically reduced shipping times, and contin­
ued to do so as their designs improved. Before the introduction 
of steam-power, a trip up the Mississippi from New Orleans 
to St. Louis took 1 20 days .  Steamboats made the trip in 25 
days in 1 8 1 5 ;  by 1 826, the time had been cut to nine-and-a­
half days .  Steamboats on the Hudson made the trip from New 
York to Albany in 27 hours in 1 820; by 1 825,  that figure had 
been cut in half. 

From 1 82 1  to 1 829, during the Presidencies of James 
Monroe and John Quincy Adams, the development strategy 
which Henry Clay described as the "American System" began 
rolling at full steam. Its momentum increased despite the con­
tinuing obstruction of Constitutional powers , by British 
agents and slaveholding interests in the U.S .  Congress.  
Thayer' s West Point played a crucial role. With the passage 
of the Survey Act in 1 824, the Corps' trained engineers were 
able to be deployed to assist local governments and private 
companies, in building canals and railroads deemed important 
to the public interest. By 1 837,  of West Point' s total of 940 
graduates, 23 1 had each worked on at . least one project to 
develop the nation ' s  infrastructure. These included the Chesa­
peake & Ohio Canal (which originated as George Washing­
ton' s  Potomac Canal) and the Baltimore & Ohio Railroad. 
The ground-breaking ceremonies for both projects were held 
on July 4, 1 828 .  

The B&O laid 1 2  miles of track that year-a seemingly 
modest beginning. But the rate of U .S .  railroad development 
was phenomenal . In November 1 832,  a railroad from Harris­
burg to Pittsburgh, Pennsylvania, was completed-a distance 
of 250 miles.  By 1 840, nearly 2,400 miles of track had been 
laid, mostly in the Northeastern and Mid-Atlantic states .  Dur­
ing the 1 840s, the transportation revolution swept through the 
Midwest, with more than 1 ,000 miles laid during that decade, 
and 9,000 more during the following ten years . Between 1 850 
and 1 857, Ohio alone increased its railroad-building tenfold, 

to 3 ,000 miles of operating lines .  
The military and philosophical mobilization directed by 

Washington and Franklin produced an engine of development 
which powered the nation for generations to come . John 
Quincy Adams, personally tutored in his adolescent years by 
Benjamin Franklin in France, attained the Presidency in 1 825 
by reawakening America' s sense of purpose, with the vital 
assistance of a year-long tour throughout the country by Gen­
eral Lafayette. In his inaugural address, Adams firmly de­
clared that, if the constitutional powers of the Federal govern­
ment to promote the welfare of the nation "may be effectually 
brought into action by laws promoting the improvement of 
agriculture, commerce, and manufactures, the cultivation and 
encouragement of the mechanic and elegant arts, the advance­
ment of literature , and progress of the sciences . . .  , [then] to 
refrain from exercising them for the benefit of the people 
themselves, would be to hide in the earth the talent committed 
to our charge-would be treachery to the most sacred of 

our trusts. " 
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How the British Empire torpedoed 
Russia's 19th-century land-bridge 
by William Jones 

In 1 892, with the appointment of Sergei lulevich Witte as 
Russian minister of finance, the final decision was taken by 
the Russian government to build the Trans-Siberian Railroad, 
extending some 5 ,800 miles from Moscow to Vladivostok on 
the Pacific Ocean, the greatest feat of railroad-building in 
history . More significant than a simple feat of transportation, 
such a railroad would serve as a land-bridge from Europe to 
Asia, and would, in the eyes of its designers, realize the idea of 
Henry Carey of a world-encompassing network of railroads. 

The Carey tradition was already well established in Russia 
by the 1 860s. At a speech in Moscow in honor of U.S .  Assis­
tant Secretary of the Navy Gustavus Vasa Fox (who had ar­
rived in Moscow on the first transatlantic voyage of an ocean­
going Monitor) , a prominent merchant of Moscow named 
Shipov made a toast: "Russia, too, is beginning to understand 
that in strict protection of national labor, in connection with 
the full development of the resources of a country, lies the 
secret of national wealth. And by no one has this  truth been 
so clearly and so convincingly put as by that highly respected 
American political economist Carey and by our esteemed 
guest, now for the second time in Moscow, General [Cas­
sius] Clay." 

Witte ' s  own views on protectionism were informed by a 
detailed study of the Carey family ' s  close ally and student, 
the German-American Friedrich List. In 1 889, two years be­
fore the publication in Russian of List' s primary economics 
text, The National System of Political Economy, Witte had 
already published a pamphlet, "On the Question of National­
ism-National Economy and Friedrich List," which con­
sisted primarily of extensive passages from List' s work of 
particular relevance for Russia. 

Witte himself, whose father was a Dutch immigrant and 
whose mother was a member of the upper Russian nobility, 
was considerably American in outlook. In a biography of 
Witte published in 1 9 1 5  in the magazine lstoricheskii Vestnik 
shortly after Witte ' s  death, B . B .  Glinski describes the great 
statesman: "Only democratic America knows of such breath­
taking careers as that of our recently deceased prime minis­
ter, Count Sergei lulevich Witte . There, the woodsman, flat­
boater and postal employee Lincoln reached the post of 
President of the United States by the sheer effort of his very 
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American energy and industry. Our Russian 'American, '  
employed as  a clerk in a railroad office where he received a 
wage of 45 rubles a month, and working on a small provincial 
newspaper, was able to reach the prominent office of 
prime minister ." 

The strategy behind 
the Trans-Siberian Railroad 

Witte ' s  early work on the railroads in Odessa and in 
Kiev, as well as his experience as a boy, of the first coming 
of the railroad to his provincial city of Tiflis, taught him the 
importance of the railroad in transforming the culture of a 
country. Witte would later write that the railroad "exerts a 
civilizing influence, as a theoretical and practical school, 
where it does not so much adjust itself to the local conditions, 
but rather, where the local conditions adjust themselves to 
the needs of the railroad . . .  ; even if it meets on its route 
an absolutely barbarous people, it will in a short time raise 
them to the necessary level of culture ."  For his policy of 
transforming a backward Russia just recently delivered from 
the blight of serfdom, the railroads would become all-im­
portant. 

Although the abolition of serfdom by Tsar Alexander II 
preceded the abolition of slavery in the United States by only 
two years, the effects of the serf economy were still making 
themselves felt in the 1 890s . One major economic bottleneck 
was still the lack of arable land for the liberated serf popula­
tion. The opening up of the great Siberian expanses for coloni­
zation would offer almost unlimited opportunities for agricul­
ture. Building the railroad to the Pacific would provide a 
means for the rapid transport of migrants to the Siberian lands. 

Witte foresaw the tremendous development potential of 
the growing markets of the Far East. The markets of industrial 
Europe, for some time to come, would serve as an outlet for 
little more than Russian grain production. The products of 
Russian industry could hardly compete with the output of 
German, French, and American industries .  But the populous 
areas of China and southeast Asia, relatively underdeveloped 
in comparison to Russia, would provide ideal markets for 
Russian industrial products-if an easy means could be pro­
vided for getting them there. A railroad designed to service 
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F IGURE 1 
Route of the Trans-Si berian Rai lway and the C h inese Eastern Rai lway 

th i s  market, would provide the means of realizing that po­
tential . 

With this goal in mind, Witte envi sioned bui l ding the 
final leg of the Trans-Siberian Rai lroad through Chinese 
Manchuria, rather than along the more tortuous route through 
Russia itself to Vladivostok, along the Amur River. 

Uninterrupted rai l communication between Europe and 
Asia would chart, in Witte ' s  words, "a new path and new 
horizons not only for Russian but for world trade ." It would 
rank "as one of those world events that usher in new epochs 
in the hi story of nations and not infrequently bring about the 
radical upheaval of established economic relations between 
states," and would, particularl y in relation to the Asian na­
tions, provide the basis for "recognition of tangible m utual 
in terests in the field of the worldwide economic activity of 
manki nd." Providing also the opportun i ty for "more direct 
relat ions with the North American States," as Carey and 
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others envisioned, the Siberian road would, Witte felt ,  dis­
close a "solidarity of political interests" between Russia and 
the United States .  

There were also solid technical reasons for choosing the 
Manchurian route . It would cut the total length of the railroad 
by several hundred mi les,  a considerable saving for the tight 
financial resources of the Russian Treasury, and it  would 
have the final stages of the rai lroad go through cities, rather 
than through the largely unpopulated forests of the Russian 
Amur region . 

China, j ust recently opened to broad Western contact , 
had been primari l y  accessed by sea. By the I 850s, the British 
Empire had achieved a relative monopoly over the Chinese 
market. Unti l  the end of the A merican Civi l  War, Bri tain 
was the leading maritime power in  the world.  Even China ' s 
maritime customs was con tro l led by an Eng l i shman, Sir 
Robert Hart, a system whi ch, according  to one commentator 
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in the National Review in 1 898 ,  "fulfill s the essential condi­
tions of maintenance of the Imperial authority combined 
with the free employment of a foreign Executive." ( ! )  The 
British had also achieved a monopoly of the trade in the 
vital area along the Yangtze River, and had grabbed the 
island of Hongkong and Kowloon on the Chinese mainland, 
through two opium wars. 

British maneuvers against China 
The first defeats for the British monopoly in China were 

suffered on the field of diplomacy. In 1 894, at the conclusion 
of the Sino-Japanese War, a war fought over Korea, the victo­
rious Japanese demanded that China cede the island of For­
mosa, the Pescadores Islands, and the whole of the Liaotung 
Peninsula, including Port Arthur, as well as pay a heavy in­
demnity of 300 million taels . Hearing of this ,  Witte argued, 
"very emphatically," that for a long time to come, it was in 
Russia' s interest to maintain the status quo in China, and that 
this required that Russia use its power to support the integrity 
of the Chinese Empire .  

The cession of  Liaotung, Witte feared, would lead to  the 
breakup of the enfeebled Chinese Empire .  He therefore pro­
posed that the European powers present an ultimatum to Ja­
pan, that she give up her claims to the Liaotung Peninsula in 
exchange for a large indemnity . The Germans and the French 
agreed, but the British declined. Faced with such a tripartite 
alliance, prepared to back up their demands with force, the 
Japanese agreed to give back Liaotung to China. 

Witte then negotiated with a group of French banking 
firms to float a loan to China, by means of which it could pay 
her indemnity to Japan. Again with French support, Witte 
established the Russo-Chinese Bank, which was to play a 
major role in financing the Manchurian rail line, as well as 
French railway projects in the south of China. In gratitude for 
the Russian mediation, the Chinese granted Russia conces­
sions for building a railroad, called the Chinese Eastern Rail­
road, from the Russian border near Sretensk, through Man­
churia to Vladivostok. A secret treaty was also negotiated, in 
which Russia promised military assistance if China were 
again to be attacked. 

The territorial integrity of the feeble Chinese Empire, un­
der the corrupt Manchu dynasty, was soon threatened from 
another direction . The British, seeking desperately for an ally 
against Russia' s growing influence in China, were egging on 
the erratic German Kaiser, in order to destabilize the situation . 
They gave a "green light" to the Kaiser when he, using the 
pretext of a recent murder of two German missionaries, or­
dered the German Navy in November 1 897 to occupy the port 
of Kiaochow, on the Shantung Peninsula. Witte was furious, 
sending a telegram to the Kaiser urging him to call off the 
operation . Although maintaining strong relations with Ger­
man industry and with the Kaiser personally, Witte urged 
that Russia, in accordance with her secret defense treaty with 
China, move to get the Germans out of Kiaochow-by force 
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Count Sergei Witte was compared by his contemporaries to 
Abraham Lincoln. and described as "our Russian 'American. ' .. 

if necessary . If Kiaochow were to remain in German hands, 
other countries would also demand their own ports, and the 
dismemberment of China would quickly follow . 

Pressure was put on the weak-kneed Tsar Nicholas II by 
the enemies of Witte at the Russian court, to follow suit, which 
he did, subsequently ordering the Russian fleet to occupy Port 
Arthur, at the tip of the Liaotung Peninsula. Witte adamantly 
opposed this move, but his opposition was to no avail .  Witte 
would comment later: "The seizure of Port Arthur was a fate­
ful step . It resulted in the elimination of our influence in Korea 
to placate Japan. It led to the destruction for all time of our 
traditional relations with China."  The British quickly fol­
lowed suit by occupying the port of Weihaiwei . 

Witte feared that the precipitate actions of occupying Port 
Arthur had created doubts about Russian intentions .  The Brit­
ish were working steadily to use these doubts to bring into 
their camp Japan, China, and the United States .  

U.S.A. and Russia build 
the Manchurian Railroad 

Faced with a coalition of France and Russia, with intermit­
tent support from the vacillating Kaiser, the British were in 
desperate need of recruiting allies. One important target of 
this endeavor was the United States .  

Aspersions were cast in the Wall Street press o n  the efforts 
of Russia to build the Siberian railroad. In January 1 897, the 
Journal of Commerce wrote : "The truth is that the Siberian 
Railroad is a development, upon a stupendous scale, of the 
special racial idiosyncrasies which have for generations kept 
Russia in the rear of civilization. The Siberian Railroad is a 
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product of the dominant passion for territorial control and 
world-wide dictation. Unconsciously, it may be the ostensible 
scheme of commercial expansion i s  but a c loak for a bold 
ambition , an apology for a territorial intrusion. Russia would 
no doubt be glad to utilize the rai lroad enterprise for the be­
neficient ends she professes to have in view. But she cannot 
do it. . . .  Commercial ly ,  her great railroad must prove a fail­
ure ; but it  may prove a strong temptation to aggressions that 
will injure other nations, if not promote destructive interna­
tional strifes ." 

But indeed, the United States at the time was in the process 
of becoming deeply involved in the construction of Witte' s 
Chinese Eastern Railroad. Writing to Secretary of State Rich­
ard Olney, in July 1 896, U .S .  industrialist John McCook told 
of his discussions with Russian Minister of Ways and Com­
munications Prince Khilkov. Khilkov was born to a very 
prominent noble family, but, as Witte relates,  "during the 
period fol lowing the liberation of the serfs, [Khilkov] had 
chosen to distribute most of his land to his peasants and, being 
of a liberal frame of mind, had left for America, virtually 
penniless,  to work on the rai lroads." He later became a ma­
chini st working for the Baldwin Locomotive Works . 

Returning to Russia, Khilkov helped manage the burgeon­
ing railroad system, being named by Witte as Minister of 
Ways and Communication s. McCook recommended to Olney 
that Khilkov be brought together with the Chinese viceroy, 
Witte ' s  chief Chinese interlocutor, Li Hung Chang, in the 
United States,  where Li was to be travelling. There, McCook 
explains, "there is  reason to hope that they will conclude that 
the rai lways proposed to be built in Russia and China should 
be upon the American, rather than the European system." 
Such a decision was never made, but the U.S. railroad industry 
would become the chief providers of the Chinese Eastern 
Rai lroad. 

Within the newly elected McKinley administration, there 
were strong voices calling for cooperation with Russia on the 
Manchurian Railroad. In August 1 897, President McKinley 
appointed Ethan Allan Hitchcock as U.S .  ambassador to Rus­
sia. Hitchcock made it his prime task to help secure American 
contracts for the Russian railroad project. In a dispatch to 
Secretary of State John Sherman on Feb. 8, 1 898, Hitchcock 
wrote : "Russian influence in China must necessarily be para­
mount not only because of existing territorial and neighborly 
conditions-but also in view of their present and prospective 
trade relations which will meet with rapid and enormous de­
velopment upon the completion, within the next few years, 
of the Siberian Rai lway, and its Manchurian branch to Port 
Arthur, which, being one-third shorter in both time and dis­
tance than England' s most direct route, will make Russia a 
formidable competitor for the trade of China' s mill ions of 
buyers and sellers . "  "Russian preferential friendship for our 
country," Hitchcock added, "is not dependent upon pelagic 

[oceanic] argument, but is as sincere, and well worth cultivat­
ing, as it is traditional ." 
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A U.S .  commercial agent in Manchuria, Sergei Friede, 
wrote in the Railroad Gazette in 1 899: "Russia will soon 
be almost as near America as Germany now is, in fact, 
nearer to San Francisco, and with the friendly feeling that 
exists between the two governments it wil l  doubtless be � 
common thing in the public school s  of the United States 
before many years pass to teach Russian to the children of 
America, for the Russians and the Anglo-Saxons now encir­
cle the globe in the Northern Hemisphere . . . .  The Pacific 
is destined to become as great a ferry for ocean greyhounds 
as the Atlantic ."  

B y  October 1 898,  it was  clear that the United States had 
become the mf\ior supplier for the Manchurian Railroad. 
Russia had ordered 1 68 locomotives from the B aldwin works 
in Philadelphia, 1 ,900 tons of 20-foot bridge-girders from 
Carnegie Steel,  1 5 ,000 shovels  from the Wyoming Shovel 
Works, a great number of scales from the Howe Scale Com­
pany, electrical equipment from General Electric, and mil­
lions of American tools .  The Russian Railways had also 
signed a contract for $3 million for equipping all its roIling 
stock with Westinghouse air-brakes .  

The Boxer Rebellion 
As Witte had feared, the rush for concessions and ports 

led to a lawful reaction by the Chinese, the Boxer Rebellion. 
In a desperate attempt to stave off a feared dismantling of 
the empire by foreign powers, Chinese Emperor Kuang­
hsu had tried to reform the corrupt Manchu Empire along 
Western lines .  This effort was frustrated, however, by the 
Empress Dowager, supported by the conservative Manchu 
party at court. Li Hung Chang was also discredited, s ince 
his policy of cooperation with the foreign powers had led 
to such a threatening situation . An anti-foreigner rebell ion, 
spurred by armed secret societies called the Society of Har­
monious Fists, or Boxers, began in the north and spread to 
Peking, leading in June 1 899 to a siege of the foreign lega­
tions by the B oxers . 

An international intervention force was organized to lib­
erate the embassies .  Then, groups of Boxers began attacking 
the Manchurian Railroad. Russian Minister of War Alexis  
Kuropatkin wanted to use this  as a pretext to occupy all of 
Manchuria. Witte objected, but was forced to agree to send­
ing troops to Manchuria, in order to restore order. Witte 
assured the Chinese emperor that the measures were only 
temporary, and that Russian troops would be withdrawn as 
soon as the troubles were over. 

Defending China's national sovereignty 
Witte was anxious that the troops be withdrawn as quickly 

as possible . If this were not done, it would quickly exacerbate 
rel ations with the Chinese, and would destroy the credibility 
that Witte had so carefully built up . In this ,  Witte found an 

ally  in the McKinley administration . The United States had 
also sent troops to the relief of the U .S . legation, but McKinley 
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was concerned that these troops be withdrawn as soon as 
possible, and that the lawful Chinese authorities be quickly 
restored to power. Demands by the U . S .  Navy and the com­
mander ofthe U .S .  forces in China, General Chaffee, to expro­
priate Samsa Bay on the Chinese coast as a coaling station, 
were rejected by McKinley, intent on maintaining the territo­
rial and administrative integrity of China. 

On Aug. 28, the United States received a diplomatic note 
from Russia, disclaiming territorial designs, and inviting the 
United States to follow her in withdrawing her troops and 
legation staff from Peking to the port of Tientsin. McKinley 
called a Cabinet meeting to consider the proposal . The U .S .  
government drafted a reply to  the Russian initiative urging 
the withdrawal of all the foreign troops from China, but later, 
due to internal pressures, l imited itself to sharply reducing the 
troop presence in Peking. The United States,  also in collabora­
tion with Russia, called for a reduction of the heavy indemni­
ties which the other foreign powers demanded that China give 
in order to pay for the intervention. 

Writing from St. Petersburg on Sept. 1 1 , 1 900, U.S .  
Charge d'  Affaires Herbert Peirce said of the newly appointed 
foreign minister, Count Vladimir Lamsdorff, a collaborator 
of Witte' s, who succeeded the recently deceased Count Mura­
viev: "Count Mouravieffhas been succeeded by a personality 
which, while thoughtful and intellectual, appears to be devoid 
in some measure of personal ambition and inferior in initiative 
and in force to that of Mr. Witte and whose very thoughtful­
ness of nature would be likely to make his mind open to the 
cogent arguments which the Minister of Finance is doubtless 
able to bring to bear against territorial expansion in Manchuria 
with its necessary cost in administration . . .  it may reasonably 
be supposed that the new head of the Ministry of Foreign 
Affairs might be disposed to reverse any policy of expansion 
which his predecessor may have entertained."  "Russia' s 
vested interests in Manchuria," Peirce continued, and "the 
proximity of Manchuria to her frontier together with the re­
cent attacks on that frontier by the Chinese perhaps give her 
a certain priority over the other Powers in any claim for terri­
tory so that in the face of Russia' s declining to take advantage 
of the situation to annex any part of Manchuria it might be 
difficult for any other Power to maintain a claim for any part 
of Chinese territory."  Peirce ' s  message was flagged "To The 
President. " 

The British and the Germans were demanding the pay­
ment of heavy indemnities by the Chinese for the costs of 
the military expedition. They were also demanding the death 
penalty for the perpetrators of the B oxer Rebell ion. Both mea­
sures were opposed by the United States and Russia. 

Their obj ections were ignored by the other powers, but 
B ritain' s prime minister and King Edward VII began to see 
the joint action as a very dangerous U .S . -Russia cooperation 

that boded ill for continued British control over China. They 
were intent on breaking up that alliance as quickly as possible 
and destroying, once and for all ,  the Eurasian land-bridge. 
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The British imperial game 
Fearful of this  U .S . -Russian a l l iance, the Brit i sh doubled 

their efforts to p lay the "Anglo-Saxon" strings .  Anglo-Ameri­
can leagues and committees were organized in London and 
New York "to promote the unprecedented friendliness of An­
glo-American relations," according to historian A .  Whitney 
Griswold.  Laudatory articles were written in the U . S .  press 
about the great achievements of the "Anglo-Saxon race ." 
Warnings of Russian motives in Manchuria pro l iferated i n  
the U .S .  newspapers, spread b y  British and Anglophi le scrib­
blers . 

A major battle was fought within the Republ ican Party, 
between the steel interests of Pennsylvania and Maryland, 
the real backers of the railroad agreements, and the southern 
cotton growers and their British-linked New Engl and texti le 
merchants . The latter were primari ly  interested in  sel l ing cot­
ton goods cheaply in Manchuria, and were ral lying around 
the war-cry of the "open door," specifical ly  with an eye on 
eliminating the preferential railroad tariffs given to Russia for 
goods transported on the Chinese Eastern Rai lroad. 

A British admiral, Sir Charles Beresford, came to the 
United States to plead the benefits of an Anglo-American 
alliance in  support of the "open door." The Brit ish could play 
the "open door" to their hearts content-as long as their own 
little bail iwick, Hongkong and Kowloon, were excluded, 
which Anglophile Secretary of State John Hay so graciously 
made sure of, in penning his  vaunted "open door notes ." The 
cotton growers and textile  merchants were supported by Stan­
dard Oil and other U .S .  raw materials companies, interested 
in gaining a "level playing field" with the more accessible 
Russian Baku oil fields, for sale of kerosene in Manchuria. 
The assassination of President McKinley in  1 90 I finally put 
the nai l i n  the coffin of U .S . -Russian coll aboration in Asia, 
and swept to power the Anglophi le  Teddy Roosevelt .  With 
the 1 904 death of Ohio industrial is t  Mark Hanna, the pro­
nationalist steel and railroad interests in the Republ ican Party 
were routed. 

By 1 902, in spite of the personal efforts of Witte to craft an 
agreement with Japan ' s  Prince Ito Hirobumi (a key adviser to 
Emperor Meij i ,  who felt that an agreement with the Russians 
was far superior to any Briti sh proposals) ,  the Briti sh  had also 
brought the Japanese into their camp. The Anglo-Japanese 
Treaty of 1 902 was the first in a series of agreements that would 
secure Japanese cooperation in British imperial plans up unti l 
World War II. Great Britain quickly deployed growing Japa­
nese military m ight against the Russians in the Russo-Japa­
nese War of 1 904-05, which ultimately led to the downfall of 
the Romanov dynasty and eliminated Russia as a major politi­
cal force for the following 35 years . The Briti sh geopolitical 
encirclement of Germany then led to the tragedies of World 
War I and World War II. Rai l roads had been bui l t, but the 
"land-hridge" was doomed to die a thousand deaths in the tren­
ches of the "Great War," with the United States playing the 
unfortunate dupe in thi s  Briti sh-orchestrated tragedy . 
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Israel's Netanyahu is 
the new 'Vladimir Hitler' 
by Jeffrey Steinberg 

The fate of the Netanyahu government in Israel ,  and the Mid­
dle East peace process,  hangs in the balance. Although the 
Israeli Attorney General ' s  office decided, for the time being, 
on April 20, not to indict Prime Minister Benjamin Netanyahu 
on corruption charges related to his alleged efforts to "fix" a 
long-pending criminal prosecution against the head of the 
Shas Party, a coalition partner in his government, it is still 
possible that the Israeli Supreme Court will override the no­
indictment ruling in early June. A formal appeal to the Su­
preme Court was filed by the opposition Meretz Party within 
hours of the decision . 

Several Cabinet ministers from Netanyahu' s Likud party, 
and others from smaller coalition parties, are threatening to 
pull out of the government if Netanyahu does not fire Justice 
Minister Tzachi Hanegbi , a central figure in the case-fixing 
scandal, and a man known to be one of Netanyahu ' s  prime 
"ditty tricks" assets . 

Hanegbi, Netanyahu ' s  liaison to the fanatical Israeli set­
tlers movement, is the son of Geula Cohen, one of the original 
patrons of the late Rabbi Meir Kahane, the founder of the 
terrorist Jewish Defense League, and of other elements of the 
Jewish terrorist underground who assassinated Prime Minis­
ter Yitzhak Rabin, and who are committed to sabotaging the 
Palestinian-Israeli peace process at all costs. Cohen was a 
member of the Stem Gang terrorist underground in Palestine, 
in the pre-independence period. 

Sources in Israel believe that if Hanegbi is dumped from 
the cabinet, or indicted, he might spill the beans on Netanya­
hu ' s  involvement in a range of corrupt operations, including 
Netanyahu' s efforts to shut down the prosecution of Shas 
Party head Aryeh Deri . The Attorney General ' s  report called 
for the indictment ofDeri , and for continuing the investigation 
into the role of Avigdor Lieberman, Netanyahu ' s  top aide, in 
the case-fixing effort. On the night of April 20, hundreds of 
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Shas Party activists rioted in front of the home of one of their 
leaders, protesting the decision to prosecute Deri . 

The decision not to indict the prime minister was not unan­
imous.  On April 23, Hanegbi announced, in his capacity as 
justice minister, that he would not allow the release of a mi­
nority report from the Attorney General ' s  office, which ar­
gued for the indictment of both Netanyahu and Hanegbi. The 
I S-page document, according to the Israeli daily Haaretz. was 
signed by three senior prosecutors, and "alleged there was 
enough evidence of criminal wrongdoing to indict N etanhahu 
and . . .  Hanegbi ." 

Under Israel ' s  new election law, the Knesset (parliament) 
could dump Netanyahu as prime minister by a simple majority 
of 6 1  votes in the l 20-seat body, which would result in new 
elections within 90 days for prime minister and the entire 
Knesset. If a "super-majority" of 8 1  Knesset members voted 
against Netanyahu, new elections would only be required for 
the prime minister. 

Further complicating the internal political scene in Israel 
is the fact that, in early June, the Labor Party will elect a 
new leadership. At that time, Ehud Barak, the former Israeli 
Defense Forces chief, is expected to replace Shimon Peres as 
head of Labor, and as the party' s  candidate-designate for the 
prime ministership. There is no guarantee that a Labor Party 
under Barak ' s  leadership would pursue the full gamut of 
peace initiatives, including vital Arab-Israeli collaboration on 
the economic development of the entire region, which was a 
hallmark of Peres' s policy and was adopted by Rabin. 

It didn't start with the Deri scandal 
The recent crisis in Israel did not begin with the Deri 

scandal . In March, Netanyahu announced that Israel would 
break ground for a new Jewish settlement in Arab East Jerusa­
lem, and simultaneously reneged on commitments that he had 
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personal ly  made to the Cli nton administration, in the Hebron 
agreements , to tum over substantial portions of the West B ank 
to the Palestinian Authority . A s  a result,  the peace process 
was thrown into a deep cris is .  

In earl y Apri l ,  Netanyahu traveled to  Washington for a 
one-day meeting with President Cl inton , and he also met with 
Secretary of State Madeleine Albright. He was pressured to 
cancel the new settlement in East Jerusalem, and to honor his  
commitments under the Hebron protocol, which he had signed 
in late 1 996. The admini stration even agreed to keep up the 
pressure on Palestinian Authority President Yasser Arafat, to 
reinstitute cooperation with Israeli  police in the crackdown 
on Islamic terrori sts. Indeed, Arafat' s police successful ly shut 
down a terrori st cel l ,  responsible for the 1 996 rash of car­
bombings in I srael ,  and a recent suicide bomb attack in Tel 
Avi v .  

Despite these efforts, Netanyahu showed n o  signs o f  re­
turning to the peace track;  ground was broken at the settlement 
in East Jerusalem and, following the April 20 decision not to 
indict him, Netanyahu arrogantly charged that he had been 
the "victim" of an attempt to "erode" his "legiti macy as 
prime mini ster ."  

If there was any si lver l ining in this  hideous tum of events, 
it  was the fact that Netanyahu showed his hand, and, hope­
fully,  shattered any remaining i l lusions that "Bibi the Ameri­
can" (Netanyahu) was a practical politician ,  who Fould be 
cajoled into moving the peace process forward . 

The view from the White House 
In one of the most thought-provoking commentaries on 

the Israel i government cris is ,  Patrice Claude, of the Paris dai ly  
Le Monde, wrote from Jerusalem on Apri l 22 that, as  a result 
of recent events, President Clinton has come to see Netanyahu 
as a fanatical follower of the late Irgun founder and Jewish 
fascist  ideologue Vladimir Jabotinsky, who believed that "the 
Arabs wi l l  forever be the enemy of Israel ."  In an accompany­
ing editorial ,  titled "The Flight Forward of Netanyahu," Le 

Monde 's editors warned that Netanyahu ' s  triumphant com­
ments fol lowing the no-indictment decision, signaled that he 
would "avenge the offense against him , in a sti l l  more radical 
flight forward . "  

The editorial described Netanyahu ' s  ten months in office 
as a monumental fai lure,  but noted that the Cl inton adminis­
tration i s  "finall y understanding his true nature, that of a man 
for whom colonization is more important than peace . In order 
that the three years [the remainder of his  term] not be a night­
mare, Washington must, by all means, convince Netanyahu 
of a truth, that peace and colonization are mutuall y  exclusive."  

In an interview with the weekl y radio program "EIR 
Talks" on April 22, Lyndon LaRouche was even more blunt 
in his  characterization of Netanyahu . "Netanyahu i s  entirely 
a B ritish asset," LaRouche began . "Entirely.  Even though he 
is largely financed, he and his goons ,  out of Brooklyn, New 
York. B ut, nonetheless,  as Yitzhak Rabin emphasized just  
before he was assassinated by these goons, and as Mr.  Rabin ' s  
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widow has emphasized again recentl y :  In the press in Europe, 
the report i s ,  this week, that the recent experience in dealing 
with this  rogue, Netanyahu ,  has pe rsuaded the White House­
l haven ' t  verified thi s  m y self, but the report is interesting 
because i t  responds to real i ty ;  I don ' t  know what the President 
be l ieves,  but I do know what Netanyahu is, and the report 
says that the President has d iscovered what Netanyahu i s .  The 
argument is that the President has come to understand that 
Netanyahu is a true continuation of the avowed fascist, Vladi­
mir Jabotinsky, the one who was referred to by a former prime 
mini ster of Israe l ,  as 'Vladimir Hitler. ' Now, Jabotinsky i s  
key in understanding Netanyahu, a s  i s  Ariel Sharon . 

"Jabotinsky was a product of the Russian pogroms,  and 
the Russian secret police, the Tsar ist Okhrana. He was turned 
up as a B riti sh agent in the context of the Young Turk opera­
tion, which was entirely a London-run operation, through, 
probably assi sted through the B ' nai B ' rith International lodge 
of Salonika in what is now Greece. And the Young Turk 
government was actual ly a creation of the British Intelli­
gence-control led International B ' nai B ' rith l odge in Salonika. 
Now, thi s  lodge had a publication, which was named in 
French, because it  was the diplomatic language of the time, 
Jeune Turque. The editor was Vladimir Jabotinsky. Jabotin­
sky was associated with a fellow, who was later upgraded, 
Volpi di Misurata, famous as the finance mini ster who put 
Mussolini into power. And through Volpi and company, 
Volpi di Misurata, Jabotinsky, who was the editor of the 
Young Turks'  ideological magazine in an earlier period, 
moved on, to become closely associated with Mussolini ,  and 
became an avowed Fascist, and the leader ofthe Fascist  move­
ment within Zionism.  

"Netanyahu i s  a continuation of that today . You see i t  in  
his  style.  If you understand fascism, particularly the Musso­
lini variety, the Jabotinsky variety of fascism,  you ' l l see that 
Netanyahu ' s  policy, his  style, his way of making decisions, 
his duplicity-all of these objectionable, obnoxious qualities 
that make him civet cat of the region . These are truly echoes of 
the fascism of Mussol ini ,  and Mussolin i ' s  client, Jabotinsky. 
And if people understand that, they ' l l  understand why Jabot­
insky was called by a prime minister of I srael ,  Vladimir Hitler, 
which for any person in the Jewish community, particularl y 
the Zionist community, i s  very strong language, but very ap­
propriate language. He was Vladimir  Hitler." 

Clinton must act 
LaRouche has been arguing for months,  that the only 

chance left for Middle East peace in the foreseeable future,  is 
for President Clinton to take off the gloves .  Netanyahu must 
be told that the United States holds him personal ly account­
able for the fate of the Middle East peace process, and wil l  
take whatever steps are necessary to ensure that he, and Ariel 
S haron, and the other adherents of the J abotinsky dogma of a 
"Greater Israel," are brought down, if they attempt any further 
steps ai med at wrecking the last, best chance for Middle 
East peace . 
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'The Plot' : The book that London 
fears, is published in Brazil 
by Silvia Palacios 

Before an audience of more than 200 people on April 9 ,  EIR 

presented in Rio de Janeiro the Portuguese edition of one of 
its most famous books : The Plot to Annihilate the Armed 

Forces and the Nations of Ihero-America, or in Portuguese, 
o Compl6 para aniquilar as F or�as Armadas e as na�6es da 

Ihero-America. The presentation took place at Rio ' s  presti­
gious Military Club, and included as one of the speakers Rear 
Adm. Sergio Tasso de Aquino (ret .) ,  who served as Deputy 
Chief of Staff of the Armed Forces (EMFA) from 1 990 to 
1 992. Other prominent civilian and military personalities at­
tended as well ,  including the current club president, Gen .  
Helio Ibiapina. 

In the four years since its 1 993 release in Spanish, The 

Plot has been studied in many of Ibero-America' s military 
academies and centers of learning, and is seen as a weapon 
that clearly draws the lines of the historic battle that must be 
waged to defend the sovereign nation-state from the globalist, 
British-led oligarchical onslaught. With an introduction by 
American statesman Lyndon LaRouche, the book' s credibil­
ity among the Armed Forces is  such that even the "experts" 
who take their cues from such architects of demilitarization 
as the State Department' s  Luigi Einaudi, admit that this  book 
"worries" them. Military analyst Gabriel Marcella of the U .S .  
Army War College was quoted in the Dec. 6, 1 994 Miami 

Herald warning that "when Lyndon LaRouche has more cred­
ibility in Latin America than the Pentagon, this is  worrisome." 

Nonetheless, the international oligarchy has been system­
atically implementing its plans to dismember the nations of 
Ibero-America, and annihilate their Armed Forces ; the publi­
cation of 0 Comp16 in Brazil ,  therefore, couldn ' t  be more 
timely .  The historical conjuncture Brazil faces was eloquently 
expressed by Gen. Tasso de Aquino (ret. )-the father of Rear 
Admiral Tasso who spoke at the event-a former president 
of the Military Club, and author of the combative preface to 
the Portuguese edition . "We Brazilians suffer under a radical 
leftist government which is impious, Godless, deleterious, 
and revanchist, the head of which is  a founder of the so-called 
Inter-American Dialogue , whose goal is to reduce Brazil to 
the status of a third- or fourth-rate country, without sover­
eignty, will ,  or honest ambition, a submissive vassal of the 
great powers ." 
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The Armed Forces and the Catholic Church 
The danger of a loss of sovereignty has provoked a reac­

tion among key sectors, such as the Armed Forces and the 
Catholic Church . Both have recently expressed their opposi­
tion to the privatization and handing over to British interests 
of the giant state-owned mining complex, Companhfa Vale 
do Rio Doce (CVRD). It is this ferment that was so clearly 
expressed at the presentation of the Portuguese edition of 
O Comp16. 

EIR 's correspondent in Brazil ,  Lorenzo Carrasco, opened 
the meeting by giving background on EIR, which was founded 
by Lyndon LaRouche, and outlining on how the book came 
into being. He discussed the role which LaRouche ' s  program­
matic proposals and thinking have had on Ibero-America, 
beginning with his defense of Argentina' s sovereignty against 
British imperialism in the 1 982 Malvinas War, and including 
his proposals to create a new international monetary system, 
to replace the current rotting one . Carrasco concluded by dis­
cussing the Schiller Institute' s  initiative, which has gained 
widespread international support, calling on President B ill 
Clinton to convene a New Bretton Woods conference for 
that purpose. 

One of the most enthusiastic responses from those attend­
ing the event came with the reading of messages from three 
individuals in the Americas who exemplify resistance to the 
nation-wrecking plans of the one-worldist oligarchy. One was 
from Argentine Col . Mohamed Alf Seineldfn, imprisoned on 
orders from Britain; the second was from another political 
prisoner of George Bush ' s  "new world order," Gen. Manuel 
Antonio Noriega. LaRouche, who has remained Bush ' s  polit­
ical prisoner since 1 989, sent a statement he had written on 
the 1 5th anniversary of the Malvinas War. 

The next speaker was Rear Adm. Sergio Tasso de Aquino, 
who discussed "The Armed Forces and the National Conjunc­
ture ."  Emphasizing how the "new world order" had hurt Bra­
zil , he reminded the country ' s  military leadership that they 
are responsible for the nation, a concern which also guided 
his own service as deputy chief of staff of EMF A. 

Rear Admiral Tasso de Aquino was forced into retirement 
three months after he read a document before the Navy' s  high 
command, underscoring these convictions .  He presented the 
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document publicly for the first time at the 0 CompllJ gather­
ing. In his final statements, Rear Admiral Tasso classified the 
government of President Fernando Henrique Cardoso as "an 
IMF government ." His characterization of the sale of CVRD 
as a "crime agai nst the nation," was met with cheers from 
the audience. 

He continued: "The impeachment of [former President] 
Fernando ColI or was a deception for democracy.  This democ­
racy has enthroned the oligarchy, the worst of which rules us 
today; it despises the people .  The media are bought off to 
provide support for them with Goebbels-style methods-that 
i s ,  by lying, ly ing, and lying. It' s like Orwel l ' s  1984, with 
electronic control of the masses . "  

O n  0 Comp/b, Tasso stated, "It shows something very 
important, that this is al so occurring in other countries.  As 
Pope John Paul II  said during his visit to Brazil, the Armed 
Forces are the guarantee of freedom, justice, and peace ." He 
concluded with a call to action : "It is time for each patriot to 
bare his Brazilian soul .  Our vocation is  not that of a colony. 
Come with us to fight for Brazil ' s  redemption ."  

'Our vocation is not 
that of a colony' 

The following are exce rpts of the speech given by Rear Adm. 

Sergio Tasso Villar de Aquino, at the April 9 presentation of 

the Portuguese edition of The Plot to Annihilate the Armed 
Forces and Nations of Ibero-America. 

Pressures for the downsizing and neutral ization of the Armed 
Forces began subtly, in the transition to the "New Republic," 
in the so-called process of Brazi l ' s  "re-democratization ."  
These were exerted by commun ists and revanchi sts, of every 
shade of leftism, who, aided by the amnesty granted at the 
end of the revolutionary period [of mil itary government 1 ,  re­
turned to have strong political influence among the media. 

These spurious pressures grew in intensity , especially re­
lated to the National Constituent Assembl y, when an effort 
was made to modify the constitutional mandate of the Armed 
Forces and create a Defense Ministry , more as a vehicle for 
weakening military presence in our national life, and to subor­
dinate military express ions to party politics. Fortunately,  this 
effort failed, thanks to the vigilance and firm response of our 
mil itary ministers, and the prestige they still enjoyed at that 
time. The purpose of this campaign, still alive today, was to 
take from the Armed Forces their passionate commitment to 
unlimited service to the Brazilian nation, and transform them 
into obsequious praetorian guards of those who would eventu­
ally take power. Then, as now, the goal was to wound the 
Armed Forces as a way of weakening the nation . . . .  
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The fall of the Berlin Wall and the dismantling of the Soviet 
empire,  far from representing the advent of the longed-for era 
of peace, harmony, and progress for all humanity, instead gave 
ri se to a hegemonic "new world order," guided by those appe­
tites for domination and subjugation, previously so opposed 
by Brazi l ' s  good diplomacy . . . .  What became increasingly 
prominent was the entry of big capital, cold and dominating, 
possessing no nationality and interested only  in profit, in keep­
ing poor countries in their state of backwardness and misery, 
so as to more easily exploit their wealth, without paying them 
just prices and not allowing them to develop, to avoid their 
becoming competitors in the "international market ." . . .  

Under the rubric of "neo-liberalism" and "global ization," 
thi s fashionable material ist philosophy grew, recruiting en­
thusiastic proselytizers , even among the victims of its actions, 
who were coopted and disoriented by a generalized and spec­
tacular job of mystification, carried out in a lasting and very 
efficient manner by the mass media . . . .  

The campaign against the Brazi lian nation and Armed 
Forces,  directed from abroad but faithfully executed by Brazi l­
ian-born followers , became obvious by 1 990, when President 
Fernando Col lor de Mello took office.  From then on , the senti­
nel s  of Brazil and its nationhood witnessed the Aimed Forces 
suffering all manner of insults and restrictions : the continued 
reduction of their participation in the national budget; a depre­
ciation of wages which transformed members into second­
class servants of the nation, rather than those unique ones who 
were loved and respected; reduction of their influence and par­
ticipation in national life ;  campaigns for their extinction, sup­
posedly because they were "unnecessary within the new world 
order," or demanding their transformation into gendarmes, to 
be deployed in pol ice and public safety actions, or fighting 
drug-trafficking, smuggling, and "ecological crimes." 

The destruction of military industries 
This also included destruction of Brazi l ' s  military indus­

tries, previously so highly rated in the world in terms of vol­
ume exported, generation of foreign exchange and state-of­
the-art technology. Two fundamental programs-building a 
nuclear submarine and the Complete Brazilian Space Mis­
sion-were put on hold. Terrori sts and guerri llas were ele­
vated to the status of "martyrs and heroes," objects of praise 
and [recipients] of reparations, while the officers who op­
posed them,  in defense of Brazil and social peace, and even the 
military institution itself, were indi scriminately condemned. 

During thi s  same period of the last seven years, foreign 
cupidity regarding the Amazon and its wealth, also reared its 
head. International personalities and organizations screamed 
to the four winds that Brazil ians weren ' t  mature, responsible, 
or competent enough to exercise sovereignty over this rich 
region , so courageously conquered by our brave forefathers . 
They shrieked that [the Amazon] should be internationalized, 
declared the "patrimony of humanity ." The first step has al­
ready been taken with the inconceivable demarcation of the 

International 67 



"Yanomami reserve," the result of unacceptable foreign pres­
sures, welcomed by the Brazilian government ! 

Under the auspices of the current government, a savage 
process of privatization is under way, the pretext for which i s  
the need for greater administrative and financial efficiency .  
Yet the country is  becoming poorer and more dependent, as  
more strategically  important state companies end up in for­
eign hands, almost always for a miserable price. Right now, 
the Companhfa Vale do Rio Doce is  scheduled to be sold, in 
bidding whose minimum price set by authorities would barely 
cover the cost of 20,000 homes in Lago SuI, in Brasilia, or to 
recover 40% of the money the current government has spent 
to prop up poorly run or failed banks through the PROER 
program. 

The other side of the coin would not only be the handing 
over of the extremely valuable patrimony of this  strategically 
important company, of inestimable [importance] to the future 
of a sovereign Brazil , but also the loss of the know-how of 
mineral exploration, achieved with such effort. Someone has 
already appropriately labeled the intended handover as a 
"crime against the nation," and we, true Brazilians,  cannot 
allow this crime to be perpetrated. As for the actions under 
way against the Armed Forces and the Brazilian state and 
nation, beginning in 1 990, I authored, in my capacity as admi­
ral and deputy chief of staff of the Armed Forces, documents 
which I submitted to my superiors and my peers at that time. 

I consider two of them appropriate to read now: 1 )  "In 
Defense of the Sovereignty, Independence, and Integrity of 
Our National Patrimony," dated Nov. 1 9, 1 992, directed to 
the mili tary ministers and Chiefs of Staff at that time; 2) a 
Dec. 28, 1 992 statement before the Council of Admirals,  in­
cluding all of the naval high-command . . . .  

The book presented here,  The Plot to Annihilate the 
Armed Forces and Nations of Ibero-America, shows us that 
the process of domination and plundering which we suffer 
here in Brazil ,  is occurring in brother nations as well . The 
time has come for each patriot to fully claim his Brazilian 
soul .  Our vocation is not that of a colony ! The traitors and 
peddlers of the system ensconced today in B razil ,  and who 
long for i ts perpetuation, shall not succeed in their acts of 
destruction ! . . .  

Address to the Council of Admirals 
Below are excerpts from the Dec. 28, 1 992 speech by 

Admiral Tasso before the Council of Admirals. 
The government which began on March 1 5 ,  1 990, through 

the manifest will of its chief, carried out something unprece­
dented in the republican history of our country : the relegation 
of mil itary matters to a level of unaccustomed unimportance . 
This took the form of budgetary restrictions of every order, 
which affected operational readiness and administrative ac­
tivity, in addition to dramatically affecting the lives of each 

of  its members, whose personal and operational dignity was  
undermined by the traumatic wage strangulation deliberately 
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imposed on them. On top of this ,  they were subjected to sys­
tematic slander campaigns . . . .  

Using as a pretext a shortage of funds in the national 
Treasury, [the government] denied the resources needed to 
maintain troops in a state of readiness,  the negative conse­
quences of which were felt in their preparedness to carry out 
their duty to guarantee the sovereignty, independence, and 
integrity of our national patrimony. Similarly, the gouging of 
wages in the face of a constant increase in inflation, and in the 
cost and prices of goods and services, was deeply reflected in 
personnel morale. 

We, the leaders, have the unrenounceable duty to reverse 
this situation, so threatening to our national survival ; and this  
i s  the appointed hour, a moment of transition in government, 
to seek paths more consistent with our legitimate national 
aspirations, as they relate to morality, ethics, responsibi lity in 
public affairs ; progress,  development, and social peace, in a 
context of sovereign affirmation of our great national goals .  

I have no doubt that the broad lines of  thinking behind 
those actions which question the existence of the Armed 
Forces ,  and reduce their significance and presence in our na­
tional life, were inspired abroad, in unconfessed power cen­
ters;  these are basical ly of an economic nature, stronger than 
even nation-states, and which seek to maintain the "status 
quo" -an international division of labor as it now exists : the 
South, in which Brazil stands out because of its potential , 
subjugated, supplier of raw materials and importer of ideas 
and models  of thought, as well as goods-many of which are 
totally superfluous-and of an increasingly costly capital . . . .  

In a serene, yet firm and energetic manner, I bel ieve the 
time has come for the Armed Forces to institutionally, and 
through legitimate hierarchical channels, and based on the 
moral strength which their permanently ethical position con­
fers on them, take steps to return public administration to the 
desired reasonable patterns of allocation of Treasury re­
sources ,  to the benefit of the development, as well as the 
security of the nation, without privileges in remuneration of 
any kind, for those castes, which use the name and the desire 
for democracy,  as a way of enthroning a plutocratic and nepo­
tistic oligarchy . . . .  

Greetings to the conference 
These messages were sent to the April 9 presentation in Brazil 
of the Portuguese edition of The Plot to Annihilate the Armed 
Forces and Nations ofibero-America, known also as The Plot. 

From Col. Mohamed Ali Seineldin 
The following statement was released by Colonel 

Seineldinfrom the Campo de Mayo Military Prison in A rgen­
tina, on April 2. It was entitled, "Anniversary of the Retaking 
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of the Malvinas. " 

My Dear Sir and Honored Gen. Tasso Villar de Aquino: 
M y  spirit i s  honored to warmly embrace you, from afar, 

to congratulate you for the upcoming presentation of the Por­
tuguese edition of the book The Plot to Annihilate the Armed 

Forces and Nations of Ibero-America. 

Rest assured, dear general, that you are about to take a 

very important step, to achieve clarity among the members of 
the military institutions and the noble Brazilian people, which 
will allow them to convincingly and energetically defend their 
Armed Forces . 

The Armed Forces represent the last bastion of defense of 
national sovereignty . Their elimination, dismemberment, or 
weakening, will mean, without doubt, the end of all nation­
states .  

Through you,  I also extend my thanks to Gen . Helio Ibia­
pina, president of the Military Club, for his  support in allow­
ing you to carry out thi s  extraordinary patriotic mission .  

I bid you good-bye with a strong embrace i n  Christ and 
Mary of Mercy,  to Whom I pray, for you, the comrades assist­
ing you, your family, and for Brazil and its Armed Forces .  

Your s ubordinate and friend, who cares for you deeply, 
and for God and the Great Ibero-American Fatherland, 

Mohamed Ali Seineldfn 
President, Executive Council 
Movement for Ibero-American Identity and Integration 

From Gen. Manuel Antonio Noriega 
To my Brazilian comrades-in-arms who, with dignity and 

courage, have made possible [the release of] The Plot. 

Today, I transcend the human limits of the only Prisoner 
of War of the United States of America, to embrace the spirit 
and letter of The Plot. In 1 988 and 1 989, we evaluated and 
exposed the plans of economic strangulation, which the 
Reagan-Bush administration articulated through the IMP. 

For the center of geopolitical power of the United States, 
and its New Order, the greatest moral threat came from the 
patriotic Armed Forces and soldiers who exposed the mathe­
matical equation : neo-liberalism plus neo-imperialism equals 
the dismantling of the Latin American Armed Forces. 

Because of that denunciation and its political conse­
quences, the Malvinas War hero, Col. Mohamed Ali Sein­
eldin, was persecuted and imprisoned. In the name of the New 
Order, Panama was invaded and bombed, its Armed Forces 
destroyed, and their commander j ailed. But from my cell to­
day, I speak out with the voice, thinking, and spirit which the 
New Order couldn' t  kill  during the invasion. Nor has it been 
able to buy off, silence, or imprison his spiritual convictions .  

For you, military officers and defenders o f  B razil ' s  integ­
rity, at this moment your work is an example of courage, 
dignity ,  and profundity . Without doubt, The Plot is  an exam­
ple of Brazilian honor and pride .  

Gen. Manuel Antonio Noriega 
Miami, Florida 
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UN 'blue helmets' to 
police Andean border? 
by David Ramonet 

Venezuelan legislator Lewis Perez Duboin,  the chairman of 
the Senate Defense Committee, proposed the creation of an 
Inter-American Council for Security and Cooperation, which 
would occupy itself with forming a "multilateral military 
force" to deploy on the Colombian side of the border with 
Venezuela. His proposal was made during a presentation to 
the Western Hemisphere S trategies Symposium, held in Mi­
ami,  Florida on April 1 4- 1 6, under the title "Hemispheric 
Cooperation in the 2 1  st  Century ."  The symposium was spon­
sored by the U . S .  Army Southern Command, and drew partic­
ipation from civil ian and military officials from various coun­
tries of the Ibero-American continent. 

For the past several months,  each new attack by Colom­
bia' s narco-guerrilla armies across the border into Venezuela, 
has yielded new voices in favor of taking the problem to the 
United Nations Security Council, or before the Organization 
of American States .  The first to raise the proposal, three years 
ago, was the governor of Zulia state , Lt. Col. Francisco Arias 
Cardenas (ret.) ,  although no one took his proposal seriously 
at the time. Arias Cardenas is  l inked to the Causa R (Radical 
Cause) party, which is an affiliate of the narco-terrorist Sao 
Paulo Forum, to which also belong Colombia' s narco-guer­
ri lla FARC and ELN armies. 

Now, Senator Perez' s  proposal is being echoed by other 
political figures, both in Venezuela and in Colombia. At the 
same time, according to a spokesman for Perez cited by the 
Italian news agency ANSA, the Venezuelan senator took ad­
vantage of his visit to Miami to urge U.S .  Southern Command 
chief Gen . Wesley Clark to back his idea of a multilateral 
force. 

According to Perez' s  spokesman, the senator argued that 
"security matters of today and of the future are transnational 
in their origin, and have multilateral requirements . "  He added, 
"Despite the efforts of the Colombian government, that coun­
try has proven incapable of controlling the situation, while in 
Venezuela, there i s  growing demand for more energetic and 
radical action . "  

I n  Venezuela, the proposal s of Perez and Arias Cardenas 
are being endorsed by figures as diverse as the neo-Iiberal 

Group of Latin American Observers, to which belongs the 
l ibertine Peruvian novelist Mario Vargas Llosa, to former 
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Venezuelan Armed Forces comptroller Gen. Oswaldo Suju  
Rafo (ret. ) ,  to Social Christian senator and chairman of  the 
Senate Foreign Affairs Committee, Pedro Pablo Aguilar. In 
Colombia, Perez ' s  proposal has won support from former 
Colombian ambassador to Caracas Hector Charry Samper, 
uncle to Colombia' s narco-President Ernesto Samper Pizano, 
and Sen. Julio Cesar Turbay, president of the Andean Par­
liament. 

Fierce opposition 
Various Venezuelan government spokesman have none­

theless furiously rejected the proposal . "Those who propose 
a multinational force don' t  know what they' re talking about," 
declared Border Minister Pompeyo Marquez. "It is an insult 
to our Armed Forces, who are carrying out a great effort, an 
intense effort, to establish a presence where nothing existed 
before."  

Venezuela' s Foreign Minister Miguel Angel Burelli Ri­
vas said, "This business of multinational forces is  unaccept­
able .  We do not intend to seek the support of foreign military 
forces .  I consider thi s  offensive to the National Armed Forces, 
who are making every effort and who are in a position to repel 
this  and any other major attack." 

Venezuelan Defense Minister Gen. Pedro Nicolas Valen­
cia Vivas used the occasion of the April 4 celebration of Re­
servist Day, to stress that "there exist national Armed Forces 
with the capability, and which have carried out their tasks ."  
He insisted that "we wi l l  make our sovereignty felt in the 
Arauca, even if it takes redoubling the presence of the Armed 
Forces and that of all Venezuela." Various proposals for de­
fining a stretch of border that would be jointly patrolled by 
Colombian and Venezuelan troops,  are being considered by 
both governments . 

A demilitarization scenario 
The proposal to substitute Ibero-America' s armed forces 

with the troops of transnational organizations, under any pre­
text, is part of the "plot to annihilate the Armed Forces and 
nations of Ibero-America" (see the book with this title, and 
p. 66, for an article on the release of the book in Portuguese 
in Brazil ,  edited by EIR News Service, Inc . )  promoted by 
British strategists, their co-thinkers in the Washington, D.C.­
based Inter-American Dialogue, the U.S .  State Department' s 
permanent bureaucracy and holdovers from the George Bush 
era, and others, in defense of London' s  one-worldist strategy 
for annihilating the nation-state . 

The proposal to "multi -lateralize" the conflict on the Co­
lombian-Venezuelan border will imply de facto recognition 
of the ELN and FARC narco-guerrillas as a "belligerent 
force," according to international conventions. Thus ,  it is no 
accident that all the proposal s  for multinational intervention 
are always accompanied by calls for a "peace dialogue" with 
those same narco-terrorist forces .  Governor Arias Cardenas 
is a pioneer in this "dialogue" strategy, along with his former 

70 International 

comrade-in-arms, Lt. Col . Hugo Chavez Frias (ret .) ,  the Presi­
dential candidate of the Revolutionary Bolivarian Movement 
200 (MBR-200), which is also an affiliate of the Sao Paulo 
Forum. 

In recent months, the ELN has carried out six separate 
attacks against Venezuelan military facilities assigned to pro­
tect the border. Invariably, the Caracas opposition daily El 
Nacional publishes, the very next day, a declaration by the 
FARC denying any l inks to their ELN comrades, despite the 
fact that they pursue joint strategies, in the context of the 
Simon Bolivar Guerrilla Coordinating Group and the Sao 
Paulo Forum, to which they both belong. 

The FARC, meanwhile, proposes that the Caldera govern­
ment in Venezuela serve as a mediator in a "peace dialogue" 
with the Colombian government. This proposal has been 
backed by Governor Arias Cardenas and, more recently,  by 
Congressman Pablo Medina, leader of the Causa R party, 
which will be meeting soon in Maracaibo, capital of Zulia 
state. 

Chavez, meanwhile, has stated that there should be no 
dialogue with Colombian President Samper Pizano (because 
he is  the head of a "narco-government") ,  but that Venezuela 
should conduct a dialogue directly with Colombia' s narco­
guerrillas ! 

It should be noted that Chavez has not onl y been promoted 
internationally by Sao Paulo Forum leader Fidel Castro (who 
has received Chavez in Cuba, with honors), but also by the 
British Embassy in Caracas, with whose representatives he 
has met publicly since 1 995.  

The ELN, a British 'SAS ' countergang 
The whole scheme, centered around dialogue with the 

narco-guerrillas, is of British orchestration . Thus, the rele­
vancy of Chavez' s  relations with the British Embassy. 

The ELN grew as the result of oil exploitation in the Co­
lombian border state of Arauca. S ince the mid- 1 980s, Occi­
dental Petroleum has exploited the rich fields of Cafio Limon, 
paying the ELN directly for "security services," as was pub­
licly acknowledged by Occidental Petroleum' s president at 
the time, Armand Hammer. 

Following Hammer' s death, according to Venezuelan in­
telligence services,  Occidental Petroleum contracted the ser­
vices of KMS company-one of the many fronts created by 
British Colonel David Sterling, founder of the British Army' s 
Special Air Services, or SAS-to coordinate relations with 
the ELN. Today, KMS is led by a retired British colonel, 
David Walker, a veteran mercenary from the war in Nicara­
gua, hired at the time by Lt. Col . Oliver North to train his 
"Contras," the Nicaraguan guerrilla movement financed by 
proceeds from the sale of cocaine, including in U.S .  cities .  
With Walker in charge, the ELN ' s  offensive against Vene­
zuelan targets was unleashed, and has intensified to the point 
of raising diplomatic tensions between Colombia and Vene­
zuela to an all-time high. 
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Andean Rep�rt by Javier Almarto 

Another Colombian narco-financier falls 

The arrest of a top narco, and his possible extradition to the U. S. , 
is giving some politicians sleepless nights. 

T he April 1 7  capture of Colombian 
drug trafficker Justo Pasto Perafan in 
San Cristobal, Venezuela, means that 
a new chapter may be opening in the 
story of the secret links of the conti­
nent' s drug-trafficking networks to the 
ruling classes of Colombia, other 
Ibero-American nations, and even the 
United States .  

In  Colombia, Perafan is  wanted on 
charges of  illicit enrichment. In the 
United States, he is wanted on eight 
counts, including drug trafficking, 
which charge could carry one or more 
life sentences. 

Colombian narco-President Er­
nesto Samper Pizano was frustrated in 
his first attempt to get Perafan back to 
Colombia through the quickest route, 
deportation, with the obvious intent of 
blocking his extradition to the United 
States, where his conviction is virtu­
ally assured . In the United States, Per­
afan could become a witness against 
Samper and Interior Minister Horacio 
Serpa Uribe, who i s  slated to become 
Samper' s successor in 1 998,  at the 
head of a narco-dictatorship. 

According to documents in the 
possession of the Prosecutor Gener­
aI ' s  office in Colombia, Perafan con­
tributed at least $250 million to Sam­
per' s 1 994 Presidential campaign, and 
offered that campaign the use of his 
lUXUry hotel,  Chinauta Resort. Pera­
fan reportedly also helped finance the 
(failed) senatorial campaigns of Sam­
per' s former defense minister, Guil­
lermo Alberto Gonzalez Mosquera, 
and of Samper' s comptroller, David 
Turbay . It i s  also known that several 
members of the Accusations Commit­
tee of the Colombian House of Repre-
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sentatives, which last year absolved 
Samper of being on the drug cartels' 
payroll, had received money from 
Perafan. 

On April 1 9, three hours before 
Colombia' s formal extradition re­
quest for Perafan was lodged with 
Venezuelan authorities ,  the United 
States registered its extradition peti­
tion . A similar case occurred in Spain 
in 1 985,  when leading drug traffickers 
Gilberto Rodriguez Orejuela and 
Jorge Ochoa Vasquez were arrested 
there . At the time, the drug traffickers ' 
strategy was to get themselves ac­
cused of minor crimes in Colombia, to 
avoid extradition to the United States.  
The strategy paid off: Within months, 
Ochoa was sent to Colombia and 
freed, after paying a fine for i llegally 
importing bull semen ! Rodriguez 
went free within the year, effectively 
nullifying the evidence against him 
because "one cannot be tried twice 
for the same crime."  

S ince Feb. 4, 1 987, when the Med­
ellin Cartel ' s  Carlos Lehder was extra­
dited to the United States, not a single 
Colombian drug trafficker has been 
extradited to that country . Many Co­
lombian congressmen, and perhaps 
some former Presidents and Presiden­
tial hopefuls as well, have not been 
sleeping well since Perafan' s  arrest, 
because the billionaire head of the 
so-called Bogota Cartel knows too 
much. Narco-President Samper cor­
rectly fears that an extradited Perafan, 
together with former Cali Cartel trea­
surer Guillermo Pallomari and other 
informants currently in the United 
States,  could prove a devastating wit­
nesses in a U .S .  j udicial proceeding 

against him. 
Former Colombian President 

Cesar Gaviria, now secretary general 
of the Organization of American 
States in Washington, a post obtained 
through the good graces of George 
Bush, also has reason to be concerned. 
It has yet to be explained why Perafan, 
who was an invited guest at Gaviria' s 
1 990 inauguration, was named by that 
government to a 1 994 mission to the 
Far East led by then-Foreign Trade 
Minister Juan Manuel Santos.  Perafan 
went as a Colombian entrepreneur in­
terested in doing business in the re­
gion. That same year, Perafan was 
awarded the Great Cross of the Order 
of Democracy by then-Senate Presi­
dent Francisco Jose Jattin,  for his 
"honesty, constancy, and loyalty to the 
most noble ethical principles." 

Former Colombian President Al­
fonso Lopez Michelsen, known since 
1 984 as the "political godfather of the 
drug trade," also has reason to be con­
cerned about Perafan ending up in the 
United States .  Samper, after all ,  was 
his personal project, dating back to 
the 1 970s. 

The 5 1 -year-old Perafan, whose 
vast global commercial empire is cur­
rently estimated to be worth $ 1 0-20 
billion, is believed to have entered into 
the drug trade following his retirement 
from the Army in 1 979, where he had 
been a sergeant for 1 1  years . The 
smuggling contacts he developed in 
the Army served him well when he 
went into the whisky trade. In 1 982, 
according to Interpol records, he was 
arrested in Panama with 500 kilos of 
cocaine, but escaped from jai l .  Today, 
he is wanted in at least five countries. 

For the moment, the Venezuelan 
authorities '  biggest job will be to en­
sure that Perafan doesn' t  die a mysteri­
ous death before he is extradited. 
There are political and financial fig­
ures in Venezuela, too, who would 
rather not see Perafan come to trial . 
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International Intelligence 

Shubeilat: UN must lift 
embargo against Iraq 

Laith Shubeilat, a former member of Jor­
dan ' s  Parliament and head of the country' s  
Engineers Association, called o n  the United 
Nations to lift the embargo against Iraq dur­
ing a speech on April 1 2  at a meeting of the 
United Arab Community Club in Los 
Angeles.  The group is raising funds for med­
ical shipments for Iraqi children, who have 
been victimized by the continuation of the 
Bush-Thatcher sanctions.  An appeal en­
dorsed by numerous Arab-American organi­
zations addressed the "conscience of those 
at the helm of the UN to stop this outrageous 
collective punishment by lifting the em­
bargo immediately. The UN should be an 
agent for saving children, not an instrument 
of destroying them." 

Shubeilat told the Arab-American com­
munity that the embargo on Iraq is  really an 
embargo against the Arab world, and is part 
of the population wars and genocide against 
the developing countries, "especially those 
with the cultural history to provide a back­
bone for a humane civilization, who would 
someday defy the looting ofthe poor world."  

Political scandals and 
murders shake S. Africa 

As South Africa gets drawn deeper into the 
Great Lakes/Zaire battlefield, the British 
Empire i s  intensifying its grip over the re­
public, on the one hand co-opting leading 
figures in the African National Congress 
(ANC) via the privatization of state-sector 
enterprises, while, on the other hand, remov­
ing potential opposition via scandal and as­
sassinations. 

On March 24, Leonard Radu, head of 
the Internal Security Unit of the South Afri­
can Police Service (SAPS) and member of 
the National Intelligence Co-ordinating 
Committee, which links all military and ci­
vilian agencies, was killed in  a car accident, 
which is being investigated as a possible 
murder. Radu was the highest ranking ANC 
member in the police apparatus, and was 
handling an investigation of the former gov-
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ernment' s  police spies within the ANC. 
Similarly, new disclosures in the 1 993 as­
sassination of ANC and South African 
Communist Party leader Chris Hanni, point 
to elements within the ANC in helping set 
up his murder. 

A scandal has come to light in the course 
of joint South African-Swiss efforts to break 
a gold-smuggling ring, as well: Toward the 
end of 1 996, Minister of Safety and Public 
Security Mufamadi told the Parliament that 
millionaire socialite Paul Ekon, who helped 
finance the ANC' s 1 994 election effort, was 
an object of the investigation, and that Swiss 
cooperation would be required in the probe. 

George Soros fishing in 
Albania 's troubled waters 

The role of global speculator George Soros 
in manipulating the upcoming elections in 
troubled Albania was the subject of an ex­
pose by Danilo Taino in Italy ' s  Corriere 
della Sera, on Apri l 1 4. Soros, he wrote, 
financed Koha Jone, "the main opposition 
paper that played a central role in last 
months'  rebellion: $ 1 25,000 . . .  without 
which, the newspaper would have died." 
Piro Misha, a director of the Soros' s Open 
Society Foundation for Albania, told Taino: 
"Sure, at first, we had a good relationship 
with [President] Berisha. We hoped to work 
with the government and the new parties for 
an open society ."  Later, Soros supposedly 
recognized "Berisha ' s  authoritarian tenden­
cies, and since last year, the foundation has 
become a rallying point for the opposition." 

Soros ' s  Open Society foundations foster 
"democracy" in former socialist countries 
by pouring money into the election cam­
paigns of their favorite candidates, in coun­
tries whose economies have been destroyed 
by free-market doctrines. Albania is no dif­
ferent, as Misha explained: "We have a 
project . . .  to offer society the instruments 
to understand what their rights are. Soros ' s  
foundation i n  Tirana, which comprises 1 50 
intellectuals, wants to contribute to writing 
the new election law and to reforming 
school programs, besides making 'material 
contributions' to the media, [and] publish­
ing some books." (They just translated into 

Albanian, Right Wing and Left Wing, by 
Italian terrorist controller Norberto Bobbio. 
Misha continued, "Officially, [the founda­
tion] will not suggest whom to vote for. But 
. . .  with the resources available to one of 
the richest men in the world, the influence 
of the foundation will be decisive." 

Zimbabwe defense firms 
arming Kabila in Zaire 

The Zimbabwe Defense Industries, accord­
ing to Germany' s  Frankfurter Allgemeine 
Zeitung, is directly arming the forces of 
Laurent Kabila, which would include his 
new Zairean trainees and the Katangan gen­
darmes, officially supplying "military hard­
ware, food rations, uniforms, footwear, and 
tents ." 

Zimbabwe Defense Industries is  run out 
of Harare, Zimbabwe by Col. Tsiaga Judge 
Dube, who is also on the board of directors of 
the UN Institute for Disarmament Research. 
Zimbabwe is  emerging as the southern head­
quarters for the "African peacekeeping 
force" which is  to be deployed exclusively 
by the UN Security Council, but the fact that 
Dube is supplying Kabila underlines that the 
UN is backing him. Further, according to a 
resident Africa expert at the Royal Institute 
for International Affairs, Britain is militarily 
building up Zimbabwe. 

U.s. to help alleviate 
North Korean famine 

The Clinton administration announced on 
April 1 5  that it "has decided to provide 
humanitarian assi stance in the amount of 
50,000 metric tons of corn, valued at ap­
proximately $ 1 5  million, for use in assisting 
the roughly 2.4 million children under the 
age of six in North Korea who we believe 
are at risk because of the current food short­
ages," according to State Department 
spokesman Nicholas Burns .  Burns said the 
U.S .  was responding to an "appeal targetted 
specifical ly  towards feeding children by the 
United Nations World Food Program." The 
World Food Program's  appeal is for 
200,000 tons of food, estimating the short-
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age at 1 .8-2. 3  million metric tons, nearly 
half of North Korea' s  food needs.  "We have 
already heard credible reports of death by 
starvation in the North Korean country­
side," B ums said. 

U . S .  Rep. Tony Hall and former U . S .  
Agency for International Development of­
ficial Andrew Natsios confirmed the reports 
of widespread starvation at their press con­
ference in Washington on April 1 7 , but re­
vealed that aid i s, as Hall put it, "trickling 
in, and i t ' s  not much." 

Natsios added, "The 100,000 tons of 
food the World Food Program asked for 
early in the year, I think, got a response of 
50 or 60,000 tons . . . .  The amount which 
i s  needed to stop the dynamic of the famine 
is 1 million tons .  . . .  A hundred thousand 
tons will feed the country for about a week." 
Hall stressed that what aid was coming 
"only serves somewhere between 1 .5 and 
3 mill ion people. North Korea' s population 
is  around 25 million, and a great portion of 
the population is at risk." 

Mail bomb sent to 
Myanmar official 
A mail bomb intended for Lt. Gen. Tin 00, 
Second Secretary of Myanmar' s rul ing 
State Law and Order Council (SLORC), 
was sent to his Yangon home, where his 
32-year-old  daughter was kil led on April 6, 
when she opened the package. In a speech 
at the Defense Ministry, General 00 said 
that the bomb was part of a "wily scheme 
to grab power" by "underground and above­
ground destructionists," according to me­
dia reports. 

SLORC First Secretary Lt. Gen. Khin 
Nyunt told the Japanese newspaper Nihon 
Keizi Shimbun that anti-government groups 
in Japan were responsible for the mail bomb 
attack.  He said that Myanmar leaders had 
received threatening call s from such groups 
i n  Japan on many occasions. He also hinted 
that Myanmar expatriates were receiving 
support from foreign organizations, and 
urged the Japanese government to look into 
the case . 

In the same interview, General Nyunt 
ruled out any chance of working with the 
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National League for Democracy (NLD) led 
by Project Democracy darling and Nobel 
Peace Prize laureate Aung San Suu Kyi .  
"How can we d o  it?" h e  said, after criticiz­
i ng the NLD ' s  support for anti-government 
activities. In an act of defiance of the 
SLORC, Aung San Suu Kyi, who has been 
under house arrest, organized "New Year 
celebrations" at her home on April 1 4, invit­
ing some 2,000 "democracy activists ." 

Prince Philip runs global 
'anti-corruption ' mafia. 
The Milan daily II Giornale on April 1 8  re­
veals that Britain ' s  Prince Phil ip and Evelyn 
de Rothschild have established an outfit 
called Transparency International (TI), to 
run a "holy war against corruption." This 
group has a close connection to Italy ' s  
"Clean Hands" corruption scandals, which, 
since 1 992, have wrecked every postwar po­
litical institution in the country. 

TI officially launched its Italian branch 
on Jan. 20, hosting Clean Hands prosecutors 
Piercamillo Davigo and Gherardo Colombo. 
Investigative journalist Gianluigi Nuzzi 
quotes from TI' s basic anti-corruption docu­
ment, which proclaims it is "An Interfaith 
Declaration for a Code of Ethics on Interna­
tional Business for Christians, Muslims, 
and Jews." 

Nuzzi reported on TI' s strategy, as it was 
explained to him by Italy' s chairman Maria 
Teresa Brassiolo: "By thi s summer, TI will 
conclude close agreements with some South 
American and Eastern European countries 
to assist them in 'developing national strate­
gies to eliminate corruption. '  Then, the fo­
cus will  shift to Europe, last stop: Italy .  The 
way is simple: the World Bank will distrib­
ute loans to developing countries and 'will  
ask TI to create the system of control and 
budgeting. '  " According to EIR 's sources, 
B rassiolo is  a leader of the secessionist 
Northern League .  

Nuzzi l ists some 40 agencies that fund 
Transparency International, few of them 
models of any faith ' s  definition of ethics: 
They i nclude the Ford Foundation, the UN 
Development Program, and British Empire 
companies Rio Tinto Zinc and Tate & Lyle. 

Briefly 

IRAN AND IRAQ resumed their 
talks on normal izing relations, at a 
meeting of their foreign ministers in 
Rabat, Morocco in mid-April .  

UGANDAN OPPOSITION news­
paper The Shariat of April 1-7, re­
pri nted Lyndon LaRouche ' s  editorial 
in EIR of Feb.  7, warning President 
Clinton against being drawn into a 
British-orchestrated quagmire in Af­
rica, under the title "British Tum Mu­
seveni into a Mercenary." The feature 
is accompanied by a cartoon pub­
l ished in the New Federalist showing 
Lady Lynda Chalker walking Musev­
eni, her "dog of war." 

SUDAN invited its neighbor Egypt 
to attend the planned April 2 1  signing 
of the peace agreement between 
Khartoum and Sudan ' s rebels .  Cabi­
�et Affairs Minister Salah-Eddin Mo­
hamed Ahmed Karra told reporters on 
April 1 4, "We would welcome Egypt 
to w itness the signing, as it will  be a 
chance to forget, or, at least, freeze 
our differences, and reaffirm the unity 
of Sudan." 

NEWCASTLE Classics professor 
Peter Jones explained that most En­
glishmen could care less about the 
May I elections, because "the simple 
fact i s  that we do not l ive under a de­
mocracy. We live under an oligar­
chy," and most of the Queen' s  sub­
jects know "they are powerless," he 
wrote in a feature for the Sunday Tele­
graph on April 1 4 .  "Our system bears 
no relation to original Athenian de­
mocracy. We make no decisions . . . .  
Rarely are Members of Parl iament or 
civil servants held accountable. Even 
our voices are not heard." 

PRINCE PHILIP made a tactless 
slip of the tongue on April 14 at Ger­
many' s  Hanover Industrial Fair, 
where he referred to Chancellor Hel­
mut Kohl as "Herr Reichskanzler" 
(there has been no Reichskanzler 
since Hitler) . Perhaps not coinciden­
tally, Britain is gearing up for another 
round of Germany-bashing, accusing 
it of trying to establish a so-called 
"Fourth Reich." 
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Clinton team applauds 
Russia-China summit 
by Jeffrey Steinberg 

Contrary to persistently lying accounts in all of the major 
American print and electronic media, the agreements reached 
the week of April 2 1  between President Boris Yeltsin of Rus­
sia, President Jiang Zemin of China, and the heads of state of 
the three bordering Central Asian republics,  do not represent 
a threat to vital United States interests . The extremely positive 
character of the economic and security accords among the 
five Eurasian nations has been fully recognized by the Clinton 
administration, and administration officials have explained in  
great detail ,  why the Russian-Chinese cooperation agree­
ments advance, rather than detract from, U .S .  global strate­
gic interests . 

The fact that the Clinton administration has come out 
wholeheartedly supporting the Yeltsin-Jiang summit results, 
has been blacked out of the American media. Instead, the New 

York Times lied, on April 24: "President Boris  N. Yeltsin of 
Russia and President Jiang Zemin of China pledged today to 
work together to limit American power and influence in the 
world." The Washington Times, the same day, did not even 
bother to assign its own reporters to pen their disinformation. 
They merely republished a British "Big Lie" story from the 
pages of the Manchester Guardian, which began : "Russian 
President Boris Yeltsin and Chinese President Jiang Zemin 
proclaimed a new ' multipolar' world order yesterday in which 
both nations set themselves against the U.S .  claim to be the 
only superpower." 

What provoked this latest rash of coordinated Anglo­
American media disinformation? For readers of EIR, the an­
swer should be very obvious :  The historic agreements signed 
by the Presidents of Russia, China, Kazakhstan, Kyrgyzstan, 
and Taj ikistan represent an important advance of the Eurasian 
Land-Bridge policy, which policy, for well over a hundred 
years, has been a casus belli for the British oligarchy, and its 
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allies and assets abroad. To the extent that the United States 
government supports the construction of what the Chinese 
refer to as the "New Silk Road," the prospects of Eurasian 
peace and prosperity are greatly enhanced. 

Kissingerian 'triangular diplomacy' rejected 
On April 24, State Department spokesman Nick Bums, 

speaking on behalf of the administration, delivered an unam­
biguous statement of support for the achievements of the Mos­
cow summit. He chided the American press for their misrepre­
sentations .  

"The United States welcomes the agreement signed be­
tween Russia and China," Bums said, in prepared remarks at 
the regular State Department briefing, "because we hope that 
Russia and China will fully normalize their bilateral relation­
ship and take efforts to make sure that the long border between 
those two countries is stable and peaceful .  All of us remember 
the 1 960s and ' 70s and into the ' 80s, when there were consid­
erable problems along that border, and that wasn ' t  good for 
the United States.  No one wants to see these two very import­
ant countries fighting, or not in agreement. 

"Now, Mr. Jiang Zemin is also going to be signing a treaty 
with Russia, Kazakhstan, Kyrgyzstan, and Taj ikistan, which 
is  a very important treaty . Those four countries have a 4,300-
mile border, and there have been some border problems with 
the Central Asian countries as well as with Russia. This treaty 
leads to greater transparency in the military relationships 
among those countries, and we hope it will lead to an improve­
ment on the situation along that common border. 

"I would also say, some of the press has been touting the 
Jiang ZeminIBoris Yeltsin meeting as some kind of face-off 
with the United States .  That is not how we see it. We' re in the 
1 990s now. We' re not back in the ' 70s, when Henry Kissinger 
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and others were playing triangular diplomacy among Russia, 
China, and the United States .  The world has changed. The 
United States then had a competitive rivalry with the Soviet 
Union. Now the United States has a friendship and partnership 
with the Russian Federation . . . .  We have a policy of engage­
ment with China. And all of this  improves stability, security, 
and the chances for peace in Europe and Asia. 

"So I was surprised at a lot of the press commentary and 
coverage that, somehow, thi s is a bad thing for the United 
States .  We think the meeting has been positive, and we want 
to work with both of those countries in the next century for 
peace on two continents and in two oceans ." 

LaRouche: 'Very good news' 
Upon being informed of the Clinton administration ' s  re­

action to the Moscow events, Lyndon LaRouche, an architect 
and leading advocate of the Eurasian Land-Bridge policy, 
made the following observation : 

"The agreements announced this  week in Moscow are a 
key part of what we have been working on for some time. 
This  will change the world situation. At a point when many 
things in the world are going badly,  this is  very good news .  I 
hope that these working agreements on economic and securi ty 
cooperation will help stabilize the region of the former So­
viet Union. 

"We attempted, beginning in 1 989, to promote this  policy, 
through the European Productive Triangle; however, the Four 
Powers administering Germany interceded to prevent this ,  
and, instead, imposed a policy now known as Maastricht. 
Now, the Eurasian development issue has been revived. This 
time, the development initiative is  moving from China toward 
Europe, rather than from Europe to China. By bringing the 
nations of the former Soviet Union into this  process as full 
participants, this is proceeding along the same lines as our 
earlier Productive Triangle approach. We join with the State 
Department in applauding this  development." 

Albright's remarks on China 
The Clinton administration ' s  response to the Moscow 

summit was consistent with the President' s policy of "con­
structive engagement" with China. In the face of a frontal 
assault by the majority of the British and U .S .  Anglophile 
political establi shment, against his policy toward China-an 
assault documented recently in EIR-President Clinton has 
stood his ground, and publicly rejected the "yellow peril" 
propaganda that China is  the new enemy, and must be con­
tained. 

This administration policy was very clearly spelled out 
by Secretary of State Madeleine Albright, in an April 1 5  For­
restal Lecture at the U.S .  Naval Academy in Annapolis, Mary­
land. That speech, too, was blacked out of the American 
media. 

After discussing the broad issues defining American pol­
icy toward the Asia-Pacific region, Secretary Albright had the 
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following to say about America' s China policy : 
"No nation will play a larger role in shaping the course of 

2 1  st-century Asia than China. With its huge population and 
vast territory, China ' s  emergence as a modern, growing eco­
nomic and military power is a major historical event. 

"In the United States, there are some, alarmed by China' s 
rise, who suggest that our policy should be to contain China. 
Such a policy assumes and would, in fact, guarantee an out­
come contrary to American interests. A policy of containment 
would divide our Asian allies and encourage China to with­
draw into narrow nationalism and militarism. Our interests 
are served by an Asia that is coming together, not splitting 
apart-and by a China that is neither threatening nor 
threatened." 

She continued: "What we see in Asia today is  not a clash 
of civilizations, but a test of civilization . And that test is 
whether we can seize the opportunity for mutually beneficial 
cooperation that now exists, for we are privileged to live in 
an era when the protection of security and prosperity is  not a 
zero-sum game. 

"The U.S . -China relationship is guided by principles set 
out in the 1 972 Shanghai and two later communiques .  Pursu­
ant to these documents, we recognize the government of the 
P.R.e. as the sole legal government of China. 

"At the same time, under the Taiwan Relations Act of 
1 979, we have maintained strong unofficial ties with the peo­
ple of Taiwan, thereby helping to propel Taiwan ' s  flourish­
ing democracy. 

"Although leaders in both the P.R.C. and Taiwan recog­
nize the need to resolve differences peacefully, those differ­
ences remain a potential source of instability . That i s  why we 
have stressed to both Beij ing and Taipei that our 'one China' 
policy is firm, and that they should do all they can to build 
mutual confidence and avoid provocative actions and words." 

She concluded: "Later this  month, we will welcome Vice 
Premier Qian Qichen to Washington. And later this year, we 
look forward to a meeting between President Clinton and 
China' s President Jiang Zemin. Throughout, we will continue 
efforts to narrow differences,  expand cooperation, and build 
understanding. And we anticipate that the larger process of 
increased ties between the American and Chinese peoples 
will accelerate with profoundly positive results ." 

This  unambiguous rejection of Kissinger- and Brzezinski­
style geopolitics toward Russia and China, on the part of the 
Clinton administration, comes at a critical moment. It is only 
through the rapid implementation of the Land-Bridge policy, 
of building technology-intensive development corridors, 
criss-crossing the vast expanse of Eurasia, that the world can 
avoid plunging into the new Dark Age, toward which the 
British oligarchy and their fellow-travellers are propelling us.  
For the Land-Bridge policy to become reality, the United 
States must be an active and visible participant. The Moscow 
summit, and the Clinton administration ' s  response, moved 
the world a few steps closer to achieving that goal . 
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congressional Closeup by Carl Osgood 

Specter bills would 
support dairy farmers 
On April 1 7 ,  Sen. Arlen Specter (R­
Pa.) introduced legislation to require 
the Department of Agriculture to take 
certain actions to maintain reasonable 
prices paid to dairy farmers for their 
milk production . Referring to the steep 
decline in milk prices that began in 
November 1 996, Specter said, "I am 
of the firm opinion that something 
needs to be done to help the milk 
farmers ."  

The first of  two bills that Specter 
introduced, which is co-sponsored by 
Sens. Russ Feingold CD-Wisc . )  and 
Herb Kohl CD-Wisc . ) ,  would require 
the USDA to "collect and disseminate 
statistically reliable information from 
milk manufacturing plants on prices 
received for bulk cheese," and would 
give the department the authority to 
require the reporting of such price in­
formation by manufacturing plants on 
prices received for cheese. This would 
replace the benchmark now provided 
by the National Cheese Exchange in 
Green B ay, Wisconsin. The Ex­
change, an entity controlled by the 
commodity cartels, has come under 
sharp criticism for possibly manipu­
lating prices paid to farmers . 

Specter' s second bill would re­
quire that the prices paid by farmers 
for feed grains and other inputs re­
quired to produce milk be factored in 
when establishing the benchmark 
price for milk. "The government," 
Specter said, "should use what it costs 
for producers to establish the price of 
milk, so that if the farmers are caught 
with rising prices of feed and other ri s­
ing costs of production, they can have 
those rising costs reflected in the cost 
of milk." 

Feingold criticized the National 
Cheese Exchange for having such 
"tremendous influence" over national 
cheese prices despite the minuscule 
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amount of cheese that is actually 
traded on the exchange .  He said, "It i s  
essential that dairy farmers have some 
assurances that cheese prices, which 
have such a dramatic impact on the 
price of milk, are reflective of market 
conditions and are not vulnerable to 
manipulation . " 

Alexis Herman taken 
hostage in Senate 
On April 1 5 ,  Senate Majority Leader 
Trent Lott CR-Miss . )  indicated that the 
nomination of Alexis Herman to be 
secretary of labor, which has been 
cleared by the Senate Labor and Hu­
man Resources Committee, might be 
held up over Republican objections to 
an Executive Order proposed by Presi­
dent Clinton that would require the 
consideration of project agreements, 
which set union wage scales and work 
rules on Federal construction projects . 
Lott warned that if Clinton goes ahead 
with the proposed Executive Order, it 
might have consequences for the La­
bor Department budget, and other 
Labor Department nominees .  

Democrats reacted angrily to 
Lott' s threats, which have nothing to 
do with Herman. John Kerry CD­
Mass.)  said, at a conference of the 
Building and Construction Trades De­
partment of the AFL-CIO, that what 
is behind the holding up of Herman ' s  
nomination is  "deep-rooted ideology, 
a notion that workers don ' t  have 
rights," and that "all the things that the 
labor movement has struggled for all 
these years and more somehow can be 
trampled on by one or two senators 
who want to deny the Constitutional 
rights of the Senate itself." 

Edward Kennedy CD-Mass . )  
added his voice the following day, 
against a bill introduced by Tim 

Hutchinson CR-Ark.) which would 
prohibit project labor agreements on 
Federal construction projects. Ken­
nedy said that historically, such agree­
ments have been very successful and 
beneficial ,  and have actually reduced 
costs by reducing work time lost due 
to strikes and accidents . "At the very 
least," he said, "the Federal govern­
ment should not be denied the opportu­
nity to gain the substantial benefits and 
savings that such agreements can 
supply ." 

Budget deadline passes 
without resolution 
The April 1 5  statutory deadline man­
dating passage of a budget resolution 
in both House and Senate, went by 
without any sign that such a resolution 
was soon forthcoming. Instead, Re­
publicans brought to the House floor a 
proposed constitutional amendment to 
require a two-thirds vote to pass a tax 
increase, a measure which fell 67 votes 
short of the two-thirds vote required 
for passage. 

In the Senate on the same day, Re­
publicans offered what Minority 
Leader Tom Daschle CD-S .D.) de­
scribed as a resolution "condemning 
taxes ." He accused them of "throwing 
red meat to a rabid right wing because 
they have nothing else to give." 

Byron Dorgan CD-N.D.) said that 
Congress spent the first month and a 
half talking about the Balanced Bud­
get Amendment, because "that' s what 
the majority party wanted to talk 
about," but, "when it comes time to do 
the actual work to put together the plan 
to require a balanced bduget, they ' re 
nowhere in sight." 

Republicans have said repeatedly 
that they need agreement from Presi­
dent Clinton to proceed with the bud-
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get process, but Democrats reject that 
argument. Instead, they suggest that 
Republicans are caught between their 
promise to balance the budget, and 
their promise to their biggest contribu­
tors to cut taxes .  

Gingrich leans on Dole 
to pay ethics penalty 
House Speaker Newt Gingrich (R­
Ga.) ,  in a speech on the House floor on 
April 1 7 , announced that he would be 
paying his $300,000 ethics penalty 
with a personal loan from former sena­
tor and Presidential candidate Bob 
Dole. 

In his remarks,  Gingrich reduced 
the whole scandal around him to two 
letters to the ethics committee pre­
pared by his former attorneys, which 
contained innaccurate information 
about his "Renewing American Civili­
zation" course . He placed the blame 
for the inaccurate information entirely 
on the lawyers who prepared the let­
ters, but said, "I bear full responsibility 
for them and I accept that responsibil­
ity ." He suggested that he may sue his 
former attorneys, but "that option 
could take years in court," which was 
why he ruled this  option out as a 
method of paying the penalty . 

Gingrich' s  announcement was ac­
companied by fireworks from Demo­
crats, who objected to the praise being 
showered on Gingrich by his Republi­
can colleagues .  Lloyd Doggett (D­
Tex. )  said that "pollution is what has 
occurred here, l ies and deception that 
threaten the very fabric of our democ­
racy ."  He added, "There is nothing no­
ble about the payment of the fine. 
There is something very ignoble about 
the conduct that produced it." 

John Lewis (D-Ga.) said, "I' m sur­
prised to see my Republican col-
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leagues on the floor today congratulat­
ing Speaker Gingrich for doing 
something he should have done 
months ago, paying $300,000 for lying 
to Congress." Lewis ' s  words were 
ruled out of order and stricken from 
the record, and then he was prevented 
from continuing with his remarks, 
both times on party line roll call votes .  

Mobutu, not British, 
attacked in House vote 
The House on April 1 7  passed by voice 
vote a resolution calling on Zaire ' s  
President Mobutu Sese Seko to resign 
and leave the country . The basic pre­
sumption of the resolution is that the 
crisis in Zaire is solely Mobutu ' s  fault. 
No mention is made of the role of Brit­
ish-allied forces from Rwanda, Bu­
rundi, and Uganda in invading Zaire .  

Ed Royce (R-Calif. ) ,  one of the 
resolution' s  sponsors, said the imme­
diate task in Zaire "is to stop the fight­
ing, develop a transitional govern­
ment, and start on the path toward 
democracy.  Mr. Mobutu has no role to 
play in this process. He should imme­
diately resign . . .  leave Zaire and with­
draw from all political activity ." 

While the denunciation of Mobutu 
was unanimous,  those who spoke were 
cautious in their references to merce­
nary Laurent Kabila, the leader of the 
so-called "rebels" in eastern Zaire. 
Robert Menendez (D-N.J .)  said that 
Kabila "has ushered in" a new era in 
Zaire, but "we have to be cautious not 
to anoint him or anyone else for that 
fact, before they have proven their 
commitment to democracy, a free mar­
ket economy, a commitment to hold­
ing elections in a reasonable time 
frame." 

Don Payne (D-N.J.) ,  a staunch 
supporter of British genocidal policies 

in Africa, said, "I am not pro-Kabila 
or anti-Kabila, but I think the time is 
right, that we should see new leader­
ship in that country ." 

Trade sanctions hurt 
U.S., businesses say 
On April 1 6, USA-Engage, a coalition 
of business associations led by the Na­
tional Foreign Trade Council and the 
National Farm Bureau Federation, be­
gan a drive to "encourage government 
to seek alternatives to unilateral sanc­
tions policies," which hurt U.S . eco­
nomic interests . The drive is backed 
by a number of members of Congress.  

The consensus of USA-Engage is 
that sanctions policies have little effect 
in changing the behavior of the target­
ted countries, and cost the U.S .  export 
economy $ 1 5- 1 9  billion per year. 

The leaders of USA-Engage were 
joined by Senate Agriculture Commit­
tee Chairman Richard Lugar (R-Ind. )  
and Reps. Lee Hamilton (D-Ind.) ,  Jim 
Kolbe (R-Ariz .) ,  and Don Manzullo 
(R-Il l . ) .  Lugar said that unilateral 
sanctions give a competitive edge to 
foreign companies , but are attractive 
to many in the U .S .  Congress, because 
"they create the illusion of action, 
allowing us to defer more decisive 
steps that might be justified by the na­
ture of the security threat."  He added 
that sanctions make diplomatic en­
gagement and trade liberalization both 
more difficult. Though no countries 
against which the United States has ap­
plied sanctions in the last few years 
were singled out as nations which 
should get better treatment, Manzullo 
specifically complained that the envi­
ronmental restrictions placed on U .S .  
Export-Import Bank assistance pre­
vent U .S .  companies from participat­
ing in China' s Three Gorges Dam 
Project. 
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National News 

Martin Lee backs 
MFN status for China 
The leader of Hongkong ' s  Democratic Party 
Martin Lcc, after meeting U . S .  Secretary of 
State Madeleinc Albright in Washington on 
April 1 4, reaffirmed his support for Most Fa­
vored Nation (MFN) trade status for China. 
The endorsement c ame as the MFN debate 
in Congress is  becoming more intcnse. 

The economy of Hongkong, which will 
rcvert to China i n  July, i s  completely depen­
dent upon the "free flow" of capital and 
goods in and out of China, Lee told the press. 
Lee has general ly  actcd as a British provoca­
teur over Hongkong' s  return to China after 
1 99 years of British colonial i sm.  Nonethe­
less, he conectly insisted that to cut China 
offfrom MFN, would be like saying to China 
and Hongkong: "If you don ' t  stop beating 
your wife,  I ' l l  shoot her." 

S ti l l  unwilling to give up MFN as a 
blackmail weapon,  House Speaker Newt 
Gingrich, after meeting with Lee, told a TV 
interviewer on April 1 3  that he would favor 
something l ike a six-month extension only, 
so that Congress could monitor what hap­
pens with Hongkong. Gingrich, however. 
quoted Lee as having told him: "Please don' t  
slow down the rate o f  cconomic evol ution." 
House Majority Leader Richard Armey, also 
on a Sunday TV talk show, said that, al­
though he is "an old free trader," he hasn ' t  
yet decided how h e  w i l l  vote o n  MFN . "I 
think the vote is going to be close," Armey 
said. "I think it could fai l ."  

Clinton, labor announce 
anti-sweatshop accord 
President Clinton and leaders of labor, hu­
man rights, and consumer groups announced 
on April 1 4  a voluntary accord aimed at end­
ing sweatshop conditions around the world. 
Hailed as "an h istoric step . . .  to eradicate 
the evi ls  of sweatshops." by clothing work­
ers (UNITE) President Jay Mazur, who at­
tended the ceremony. the v oluntary agree­
ment bars the use of prison and other forced 
labor, prohibits the employment of chi ldren 
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under I S ,  and recognizes workers ' rights to 
freedom of association and col lectiv e  bar­
gaining. Like several s imilar such recent ini­
tiatives launched by the President and orga­
ni/ed labor. it is intended as a public signal 
that the administration would like to imple­
ment such a policy, but is being hamstrung 
by the Congressional conservatives.  

Two days later, AFL-CIO President 
John S weeney delivered the concluding 
speech to the Building Construction Trades 
conference. "Unless we get busy re-organiz­
ing on a massive scale," he said, "what will 
happen is, the first time a tough storm comes 
through, we're going to be left with little 
more than memories of what might have 
been." Sweeney said he was encouraged by 
the 1 996 election results, but "it was nothing 
l ike what we are c apable of doing." He cited 
the union organizing in Las Vegas and 
among California ' s  strawbeny pickers as 
e xemplary of the kind of organizing and la­
bor solidarity that can prevail against the 
Conservative Revolution. 

Nurses strike Kaiser vs. 
'bottom-line medicine ' 
Fi ve AFL-CTO unions, representing some 
30.000 employees of California ' s leading 
managed care company, Kaiser Permanente, 
announced their intention to back the April 
1 6  one-day protest strike against Kaiser by 
7.500 members of the California Nurses As­
sociation (CNA ) .  

An estimated 25 ,000 Kaiser Permanente 
employees stayed away from work in re­
sponse to the C NA ' s  action against the 
world' s largest  health maintenance organi­
zation. "Not just the RNs, but nearly all 
other Kaiser employees, a large number of 
patients , and people from labor and commu­
nity organi zations demonstrated their  alarm 
at the direction Kaiser is  cunently being 
propell ed," said Rose Ann DeMoro, execu­
tive director of the CNA. "They want Kaiser 
management to abandon the rush to bottom­
l i ne medicine. stop curtailing essential ser­
vices,  and return to its original mission."  

CNA leaders . who wil l  soon meet to 
plan their next move, cal l ed u pon Kai ser 
officials to return to the bargai ning table 
prepared for con structive discussion of a 

settlement that protects professional nursing 
standards and safe, quality patient care. 

On April 1 8 , CBS News reported that 
Kaiser' s trail-blazing budget-slashing poli­
cies may cause it to l ose its license in Texas. 
Talks took place on April 1 8  over Kaiser' s 
cost -cli tting practices, which have resulted 
in 24 wrongfu l  death suits this year, soaring 
patient complaints, and malpractice 
charges. 

Arizona lawmakers block 
medical dope proposition 
On April 1 5 . the Arizona S tate Senate voted 
1 7- 1 3  to block i mplementation of Proposi­
tion 200, the George Soros-funded ballot 
i nitiati ve that legali zed the use of mind­
destroy ing and addictive drugs for "medical 
use." The legislation would make " medical 
li se" of such i l legal drugs as marijuana, 
l y sergic acid diethylamide, and cocaine 
contingent on Food and Drug Administra­
tion determination of their medical value. 

A week earl i er, the Arizona State House 
of Representatives passed a similar mea­
sure, by a much l arger majority. Both votes 
reflected bipartisan support. The office of 
White House drug pol icy adviser Barry 
McC affrey was very active in getting the 
legislation through both houses.  In the Sen­
ate. fivc RepUblicans voted against the 
repeal bi l l .  and this was offset by four Dem­
ocrats voting in favor of the FDA re­
quirement. 

Fish safety supersedes 
hydro-power generation 
The April i ssue of the Bonneville Power Ad­
ministration' s  newsletter, Circuit, reports 
that, in the Northwest, " i n  a quiet coup two 
years ago, fish replaced power in the Colum­
bia River operations hierarchy . . . .  The old 
hierarchy on the river was flood control , hy­
dro generation, and then anadromous fish 
protection.  That changed under the Endan­
gered Species Act." From April 1 0  to Aug. 
3 1  each year, any action that would endanger 
fish,  except in the case of flood contro l ,  i s  
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not taken. During this period, water i s  moved 
over the spillways rather than through the 
turbines to produce electric power, to in­
crease the flow rate of the river to allow the 
fish to spawn. Had the act been in  force dur­
ing the 1 992-94 drought, writes Circuit, 80-
95% of all the water stored in  the federal 
reservoirs in the Columbia system would 
have been needed to protect the fish. 

Worse, B PA will have to run turbines 
this summer at all its dams, even if the power 
isn' t needed, because the streamflow from a 
wet winter and spring i s  higher than usual , 
causing gas bubbles that harm the fish. Run­
ning the water through the turbines breaks 
the bubbles up. Meanwhile, the Washington 
Public Power Supply System nuclear plant 
will  shut down from late March through 
July, because the power wil l  be produced 
from the dams, which are running their tur­
bines for the fish.  Saving the fish from das­
tardly gas bubbles could i nterfere with the 
flexibility that electric transmission system 
operators need in order to direct electricity 
flows by controlling turbines at different 
dams. 

Good riddance, Ambrose, 
the unintelligent Brit 
In his final column on April 20, departing 
London Sunday Telegraph Washington cor­
respondent Ambrose Evans-Pritchard 
puffed that he i s  not a B ritish i ntell igence 
agent, responding to the charges by this pub­
lication that the Hollinger Corp. journalist' s 
deployment was to destroy the U . S .  Presi­
dency on behalf of the B ritish Crown. (EIR 
has never gone so far as to ascribe intelli­
gence to Pritchard. )  

Pritchard, stung after having been sin­
gled out by EIR in fostering the scurrilous 
Paula Jones scandal and acting as a publicist 
for would-be Clinton assassin  Larry Nich­
ols ,  wrote, beneath the headline, "Goodbye, 
Good Riddance": "It was something of a 
compli ment, I suppose, when the White 
House singled me out for attack in their re­
port on the medi a  'food chain' assault 
against the Clintons. Now, apparently,  the 
President' s  men are reli shing the prospect of 
my departure after four years as Washington 
correspondent for the Telegraph . . . .  'That' s 
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another British invasion we're glad i s  over, ' 
the White House told George magazine. 
'The guy was nothing but a pain in the 
ass . '  . . .  

"Let me state for the record that I was 
not sent to Washington as part of a British 
government plot to destabilize the Clinton 
administration in revenge for U .S .  meddling 
in Ulster. Or at least, I don ' t  think I was. 
Contrary to assertions made in a Congres­
sional hearing, I have never worked for B rit­
ish military intelligence, or MIS, or M16, or 
for that matter MI7 .5-the fabled Welsh 
branch !"  

The citation to  a Congressional hearing 
is an apparent reference to testimony given 
by LaRouche associate Webster Tarpley in 
early 1 994. 

Five congressmen query 
Weather Service cuts 
As the severe weather season began, five 
members of Congress requested the General 
Accounting Office to look i nto possible 
threats to public safety caused by cutbacks at 
National Weather Service (NWS) faci l ities .  
The five, all from states that suffer from fre­
quent hurricanes and/or tornadoes ,  are Sen. 
Thad Cochran (R-Miss . ) ,  Sen. Kay B ai ley 
Hutchinson (R -Tex.) ,  Sen. Connie Mack (R­
Fla.) ,  Sen. B ob Graham (D-Fla. ) ,  and Rep. 
E. Clay Shaw, Jr. (R-Fla. ) .  

The "Contract o n  America" -inspired 
budget recently mandated that the NWS cut 
up to 200 jobs in order to reduce its FY 1 997 
budget to $32 1 .8  million, cutting $27.5 mil­
l ion, or 8 %, from its FY 1 996 level . The cuts 
would entirely eliminate the Weather Ser­
vice ' s  Southern regional office in Fort 
Worth, Texas, one of four regional offices, 
and slash 23 positions from other regional 
offices. 

There i s  an ongoing fight against cuts 
in this key piece of national i nfra�tructure, 
which have already resulted in preventable 
disasters.  On Jan. 1 8- 1 9, a frost caused $300 
million worth of crop damage i n  Florida, be­
cause the state agricultural weather forecast­
ing service, which routinely issued frost and 
freeze warnings to farmers, had been shut 
down by a $3 million cut in the National 
Weather Service' s  budget. 

Briefly 

RACIST Pat Buchanan embraced 
the British China-bashing orgy in a 
New York Post commentary on April 
1 9, ranting that, when Crown toady 
the Dalai Lama arrives in the United 
States, America should "put her 
moral authority behind his just 
cause." Buchanan urges House 
Speaker Newt Gingrich to offer the 
Dalai Lama the House podium for a 
joint session of Congress. 

BARRY MCCAFFREY, the 
White House drug policy adviser, re­
iterated the administration' s  commit­
ment to cooperating with Mexico on 
stopping the drug plague, while up­
holding our neighbor' s sovereignty, 
at an April 1 7  press conference in 
Mexico C ity . McCaffrey quoted Be­
nito Juarez' s  motto that "respect for 
the rights of others, i s  peace." 

RICHARD CULLEN, the former 
Bush U . S .  Attorney in Virginia, who 
went on to spearhead Virginia' s no­
parole policy, has been named the 
Commonwealth' s  Attorney General . 
He will replace James Gilmore in  
June-a kindred Conservative Revo­
lution spirit of Cullen and Virginia 
Gov. George Allen-who i s  launch­
i ng his gubernatorial bid. 

FORMER DEATH ROW inmate, 
Ricardo Aldape Guerra, a Mexican 
i mmigrant, received a hero' s wel­
come on April 1 7 ,  when he returned 
to Mexico, after spending a harrow­
i ng 1 5  years on Texas ' s  death row for 
a crime he did not commit. He report­
edly advised Mexicans not to go the 
United States and to "beware the un­
derside of the l and of opportunity." 

DWAYNE ANDREAS, 79, an­
nounced that he was retiring as CEO 
of the food cartel company Archer 
Daniels Midland. Last fall ,  his son 
Michael, who had been expected to 
head the firm, resigned, during the 
deal arranged w ith federal authorities 
for ADM to pay $ 1 00 mil lion in  fines 
for price- and supply-rigging of corn­
derived lysine .  The company is under 
investigation by U . S .  and overseas 
governments, for similar conduct in­
volving other products. 
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Editorial 

No strategic blunder in Pern 

The victory in Peru against the narco-terrorist deploy­
ment of the internationally backed MRT A must be seen 
as a victory for the principle of national sovereignty, in 
a world in which the international financial oligarchy 
has determined that nation-states must no longer exist. 
From the start, the terrorist deployment against Peru 
was an internationally spawned, and supported, opera­
tion, that was intended to break resistance to this oligar­
chical design. 

Among the things which the London-centered ter­
rorist cabal was counting on, was a well-advertised soft­
ness in the U . S .  government, particularly within the 
policy precincts of the Department of Defense . These 
weaknesses were taken on by then-Presidential candi­
date Lyndon LaRouche back in October 1 995, in a docu­
ment called "The B lunder in U . S .  National Security Pol­
icy . "  The LaRouche attack on the dangerous false 
axioms behind some of the U . S .  policies,  was occa­
sioned by the Defense Department' s report "United 
States Security Strategy for the Americas," issued in 
September 1 995 . 

What was the blunder which LaRouche identified? 
In sum, it was the adoption of "the irrationalist, ' ther­
apy-group' technique of ' consensus-building, ' ' sensi­
tivity-training , '  ' conflict resolution, '  and ' mass-brain­
washing , '  which was introduced to the U . S .  national­
security bureaucracy by such typical 'New Age' per­
verts as the late Dr. Kurt Lewin, Margaret Mead, Greg­
ory Bateson, and Brigadier Dr. John Rawlings Rees ' s  
London Tavistock branch of the Briti sh psychological 
warfare establishment."  This technique itself rests upon 
the axiomatic adoption of a Hobbesian, sociological 
world outlook, that denies the truth about science, his­
tory, and economics .  

From this blunder, LaRouche noted, the Depart­
ment of Defense was led to deny the reality of narco­
terrorism, and of the physical economic collapse being 
caused by current International Monetary Fund policy.  
In its place, these bureaucrats insisted upon "democ­
racy" and "open markets" in name, even as the eco-
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nomic and political conditions they were imposing 
made a mockery of those terms. Should blackmail into 
quiescence by narco-terrorists be called "democracy"? 
Implicitly, the Pentagon would have said, "Yes ."  

This is  precisely the concept which the Fuj imori 
government rejected in the course of the mo re than four­
month hostage standoff in Lima, despite a formidable 
mobilization of international "authori ties" against him. 
Groups such as the Inter-American Dialogue and Hu­
man Rights Watch, British Commonwealth spokesmen 
such as the Canadian ambassador, and a shocking ma­
jority of the international media-CNN and Reuters , 
in particular-constantly pounded on him to treat the 
terrorists as "poor, oppressed" people , and to compro­
mise the nation ' s  security by giving in to their demands .  

While Fujimori took hi s actions as  a sovereign head 
of state , the fact that the United States government did 
not join in with the gaggle of compromisers , should not 
be minimized. Moral support from the United States 
was undeniably crucial to the success of the operation. 

Fujimori ' s  successfu l  rescue mission has had a dra­
matic remoralizing effect throughout various besieged 
nations.  All of the major Colombian newspapers ran 
positive editorials ,  for example. Professional, heroic 
military action against terrorists who every day carried 
out a mock execution dril l against their captives, was a 
reassertion of the proper mission of the armed forces in 
a sovereign nation-state . 

Now that the blunder LaRouche identified has been 
neutralized, it' s time for the next step. Thanks to EIR, 
numerous press outlets in Peru have honed in on the 
support which the B ritish Privy Council ,  and especially 
the House of Lords, have given to the narco-terrorists 
in Ibero-America, including the MRT A, and even the 
more infamous Shining Path. That support network has 
been delivered a sharp blow, but a knockout one re­
quires what LaRouche has called for repeatedly: a pub­
lic identification of London as the center of international 
terrorism, with appropriate messages delivered to en­
sure that it stops harboring terrorists, or else. 
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