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From the Associate Editor

T he Anglo-American financier oligarchy isrunning out of tricksto
“manage’ the bankrupt financial system, and it is unlikely that they
can keep the bubble afl oat much further than late August, September,
or, at most, into October. Therefore, they are likely to go for some
kind of horrible military adventure before that time, to forcethe U.S.
and allied governmentsto “closeranks,” and to get citizensto accept
dictatorial measures. This forecast was issued by Lyndon H.
LaRouche, Jr. on June 10. We are facing a period of even greater
turbulencethan the past nine months—aperiodinwhich thedemands
for inspired statesmanship and leadership have never been greater.

This week’ s issue features LaRouche’s polemical attack on the
mind-set that allowed this crisisto come about: “Wall Street’ sMagi-
ciansand Their Tricks: Once Again, They Have Fooled You!” And
once again, LaRouche showsyou theway out: the Americanintellec-
tual tradition, all but suppressed now in this country, yet brilliantly
embodied in LaRouche himself.

Richard Freeman’s study of the U.S. real estate bubble, “Fannie
and FreddieWereL enders,” isvery hel pful to understand what under-
lies LaRouche’ s above-cited forecast. A very large number of fools,
tricked by Wall Street magicians, believe that rising home pricesis
good news—because it means they can take out home equity loans
and get lots of cash to pay off their credit cards. Add to this, the
foolishness of a Congress that repealed the regulatory mechanisms
of the Franklin D. Roosevelt erathat were supposed to prevent mort-
gage-lending institutions from creating a speculative bubble in the
first place. Theresult isthe current situation, in which the cumulative
value (on paper) of all homesin Americais an astounding $12.04
trillion, which isonly $3 trillion less than the hyperinflated value of
all the stockstraded in America.

Globally, the costs of rolling over the debt now exceed the value
of the debt itself: the classic recipe for hyperinflation.

Inthispolitically supercharged situation, LaRouche and hiswife,
Helga, arrived in Brazil, anation that is scheduled to be next on the
chopping block, after Argentina. See International for afirst report,
with more to come next week.
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WALL STREET'S MAGICIANS AND THEIR TRICKS

Once Again, They
Have Fooled You!

by Lyndon H. LaRouche, Jr.

Thefollowing statement wasissued by the LaRouchein2004  “popular opinion,” you may not win the prize for being the

Presidential campaign committee. biggest fool on this planet, but, at the least, you are in the
running. | explain the fraudulent tricks of “free trade,” which
June 7, 2002 so many of you, have paid the Enron accountants, Fed Chair-

man Greenspan, or other magicians, to play upon your senses,

Do you remember the story about “The Emperor’s New Suito fool you as successfully as they have done so far.
of Clothes™? It is a story about the kind of thing which could First, before looking into the common frauds of today’s
happen to you, and did happen to most of you living in theaccounting practices, | explain the general principles of how
U.S.A. today. the people who fool you, learned how to lead you around by

If you learned the lesson of that story, many among youhe nose, most of the time, and make you come back for more
should stop being so perversely self-righteous in your com-  of the same. And | shall explain, in the course of this report
plaints against the U.S. intelligence services. Neither the govthe essential feature of the trickery by means of which most
ernment, nor Wall Street, northe mass media, couldeverhave  of you are fooled. That is the trick of inducing the intende
fooled you as they customarily do, if you did not virtually beg victim to believe that he actually knows some nonsense which
to be fooled, exactly as most of you today beg to be fooled he, the victim, has been induced merely to learn, as, perhag
into believing, still, even now, in a non-existent economic “re-from “looking it up” on the Internet, or “following the news.”

covery.” | throw these things at you, not to hurt you, but to call
For example: Do you remember the origin of the termyour attention to the life-raft you now need, very much, if you
“magician”? are to survive thetanicshipwreck the economy has become.

Do | hear some among you mutter, “Are you trying to
explain something to us, again? We wish to be fooled, leave
us alone. Don'ttry to take our games away; let us be as happilyl - Who Are the Magicians?
fooled as we wish to be”? If you had cared enough to discover
how magicians, now, as then, play their tricks, you would not According to the best official sources, that famous fooler
have voted as foolishly as most of our voters, or non-votersknown as the cult of Apollo at Delphi, began its operations at
alike, have donerecently. When your giddy neighbor’'shyper-  that location, as the satanic, snake-worshipper’s religion o
inflated mortgage will be foreclosed, you may then wish youGaea and Python. In the course of time, a strange fellow,
had cared enough to pay more careful attention to the warn- named Apollo, is alleged to have wandered in from Asic
ings of such things which | had written for you. chopped the phallic god Python (the snake) into pieces, and

If you still believe in “going along, to get along” with  then buried the evidence. A bit later, this same Apollo, alleg-

4  Economics EIR June 21, 2002
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William Hogarth, “ A Midnight Modern Conversation.”

edly, wasseized by afit of remorse, or, perhaps, triumphalism,
and established the temple of snake-worship called the cult
of the Pythian Apollo at that gravesite.

From that time, past the time the famous Apollo priest,
Plutarch, operated from that site, a silly babbler, called the
oracle, produced the symbols, or virtually meaningless jab-
ber, which the attending priests of Apollo, like stock-brokers,
wouldinterpret, for thevisitors, for aprice. Thiscult of Apollo
became the leading private banker of the Mediterranean re-
gionin their time, and the model imitated by most among the
teachers, professors, financial accountants, and mass media
columnists and Sunday morning talk-show hosts of today.

These priestsof Apollowerethe chief architects of nearly
every known bit of major foolishness which the Greeks and
others afflicted upon themselves during the relevant times.
That same foolishness has been passed down, through the
timesof ancient Rome, to thosemodernimitatorsof thepriests
of Apoallo, who are controlling most of the universities and
mass media, and also our government institutions, to the pres-
ent day. So, the Nasdaq hoax called “the new economy” was
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crafted, inthesamefashion asthelegendary “ Emperor’ sNew
Suit of Clothes.”

If you doubt that, those many of you who have been the
sorry victims of the “information theory” hoax, and the like,
should know, by now, that my warningsweretrue. Therefore,
you should have understood how the magicians work, and
should never befooled likethat again. If you arefooled again,
it will probably be that you are like the man who seeks love
fromaprostitute (and, then, perhaps, afterwards, beats her for
pleasure). Or, perhaps, the person who seeks such something-
for-nothing as love from a lottery, or a gambling casino, or
al such combined. He is fooled, simply, because each such
fool wishes to be deceived into any illusion, which, for even
amere moment, “makes him or her feel good.” Y ou may be
familiar with that feeling.

Among the principal models for those methods of mass
manipulation, was a priest-caste which played an important
role in the history of ancient Greece, a caste associated with
Mesopotamian empires, known as the magi, or magicians.
The modern English use of the term “magician” has that ori-
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gin. The techniques of the modern entertainer, known as the
stage magician, employ principles of trickery which are es-
sentially identical with those employed to empty the pockets,
and take the souls, of the majority of U.S. citizens living
today. | must emphasize, that thisisexactly the sameswindle,
exposed as afraud by Carl Gauss, back in 1799, but used, to
thisday, by the dupesof the hoaxster Joseph-L ouisLagrange,
to pretend to reduce physical science to the mere shadowy
forms of ivory-tower mathematics.

Take, asan example, the often referenced image of afaker
who lures a credulous population into believing that he has,
in some way, caused an eclipseto occur. Consider, similarly,
the case of the supergtitious fool in the U.S. Congress, who
seeks riches for his re-election campaign funds, even if it
bankruptshisconstituents, if he does something which makes
the Wall Street magicians happy.

The Secret of Sense-Uncertainty

The most effective way in which magicians and others
succeed in causing people to fool themselves, is to say to
the intended victims: “ Seeing isbelieving.” Or, for example:
“See, themarket isup today.” Or, “1 measure success by what
| read onthe bottomline!” Or, “ All the eyewitnesses agreed.”
Or, “But he had such an honest face!” So, direct the victims
attention to what you wish them to focus upon, give them the
sense-experience they wish to believe, and, often, they are
easily fooled.

Thereisadeeper principle of physical science behind the
way many people are fooled. It is the principle which sepa-
ratesmerely learning from actually knowing. Intoday’ smod-
ernworld, thesimplest way toillustratethat point, isby refer-
ring to modern microphysics. No one can actualy see, hear,
touch, or smell amicrophysical reality, such asnuclear radia-
tion, but we can know that radiation exists. It is not merely a
matter of objectstoo small to be seen, evenwith amicroscope.
The universal gravitation which controls the Solar orbits, is
scarcely too small to be seen, but its efficient existence can
not be denied, even by Wall Street.

The secret of the magicians frauds, ancient and modern
alike, was exposed about 2,500 years ago, by Plato, in his
dialogues. Typical isPlato’ s use of what isbest known ashis
parable of The Cave. The argument of that parable is fairly
described in modern terms, as the statement, that what our
senses show us, is not reality as such, but, rather, something
analogousto shadowscast ontheirregular surfaceof thewalls
of adimly firelit cave. What we learn to perceive, is those
shadows;, what we should desireto know, i sthe unseen objects
which cast those shadows, objects such as universal gravita-
tion, or nuclear fission.

Seeing, hearing, touching, and smelling, are usually the
results, registered by our mind, of some form of excitement,
called sense-perception, which isinduced within the rel evant
aspects of our biological apparatus. Our senses do not tell us
what lies outside our skins; by themselves, our senses can do
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no better than alert us to sensations experienced within our
skins. We can learn from such experience; but, we can not
actually know what liesoutside our skin, except by adifferent
quality of themind than mere sense-perception. That different
quality of themind is called knowing, or, it were better to use
themore precisetechnical term: cognition, aquality of mental
life which does not occur in any known living species but
individual human beings.

Recognizing the significance of thisdistinction, between
merely learning, and the act of cognition called knowing, is
your only real protection against being fooled in the ways
today’s U.S. voters, for example, usually are. The essential
trick played by thecrooked or simply mean-spirited magician,
involves getting the victim to become so obsessed with the
desiretolearnthe solution to aproblem posed asadistraction,
that that victim, at least for that moment, forgets about actu-
aly knowing.

The fellow who says. “Don’'t ask me to work out the
solution! Just give me the bottom line! What is the answer?
Cut out that long-winded part; | just need the answer!” The
fellow peeking in the back of the book for the answer to the
problem, isthe kind of fool a magician iswaiting for. Think
of that magician asthe spider waiting for the next fly.

For example. A man falls dead after a shotgun blast is
heard on the street. The policemen on the case, trying to keep
everything neat and simple, arrest the man carrying the shot-
gun in its case, but, back at the station, are mystified by the
lack of any evidencethat that shotgun had been recently fired.
Then, somewise guy upsetseveryone by asking: “What about
theplumber, carrying thetwo piecesof pipe, who disappeared
shortly after the incident?’ In the interest of keeping things
simple, no one had thought to suspect anyone but the man
carrying the shotgun. The yelling broke out when the wise
guy from the prosecutor’ s office asked: “Was the man with
theshotguntotally innocent of that crime, or washethedecoy,
covering for what you thought was the plumber?’ In other
words: Were the police on the scene set up?

Onewondersif the Justice Department, in today’ s Wash-
ington, D.C., would have stuck to its presumption, that the
man carrying the shotgun must have been the shooter in the
case? In any case, would the man carrying the shotgun have
known in advance about the shooting itself, even if he had
been deployed by someone behind the killing?

The same blunder was made by the U.S. Justice Depart-
ment, and others, in the case of the attackswhich occurred on
the morning of Sept. 11, 2001.

Inaplot assophisticated as Sept. 11, 2001, the blunderers
ledthemselvesdown afalsetrail laid for them by theperpetra:
tors. Why did the plotters behind Sept. 11th elect to hit New
Y ork first, whenthey could have hit Washington, D.C. targets,
such as the White House itself, first? Remember the trial in
the case of the earlier case of the bombing at that location.
Was hitting New Y ork in that way, intended to create a trail
that would lead simple-minded investigators to the door of
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Osamabin Laden, all for the sake of that Brzezinski-Hunting-
ton-Bernard Lewis*“ Clash of Civilizations” war-plan, which
has been set in motion in response to Sept. 11th?

Any careful reflection on the known facts of Sept. 11,
2001, sufficesto show adegree of sophisticationin the opera-
tion far, far beyond anything within the reach of the mind of
former Anglo-Amercan terrorist asset Osamabin Laden. The
word from the top was, that no one wished to hear about such
facts. Their minds were made up. They were going to bomb
Afghanistan, and wished no factswhich might lead to adiffer-
ent suspect. They believed what they wished to believe, and
the relevant magician’s sleight-of-hand tricks with the facts,
did therest.

Such isthe modern practice of magic.

Back to Plato’ sCave. How canyou know not to befooled?

2. What Accountants Don’t Know

For example, were mankind merely some higher form of
ape, the living population of this planet would have never
exceeded a bit more than several millionsindividuals, under
the conditions prevalent during the recent two millionsyears.

Notably, as we can show most readily from study of the
factors of technology chiefly responsible for the progressive
aspects of demographic changes, during the recent six centu-
ries of globally extended European civilization, this absolute
superiority of man over al lower forms of lifeisthe result of
two classes of increase of practiced knowledge during those
centuries.

The firgt, is the Fifteenth-Century Renaissance’s rebirth
of physical science, after about 1,600 years of decadence un-
der the rising power of Rome throughout the Mediterranean
and adjoining regions. The second, related factor, was the
parallel rebirth of the principlesof Classical artistic composi-
tion after 1,600 years of domination of European culture by
Romanticism. Thesetwo setsof positivechangesinthecourse
of European civilization are typified by the work of the Fif-
teenth-Century Renaissance, as typified by such names as
Filippo Brunelleschi, Nicholas of Cusa, Leonardo daVinci,
and Raphael Sanzio.

Theevidenceismadeclearer, by the effortsof the Roman-
tic reactionariesto turn back the clock of history, asunder the
Habsburg and related Venetian influences expressed during
the 1511-1648 interval of horrible religious warfare. There-
birth of the Renaissance, centered around the anti-Romanti-
cismcirclesof Mazarin, Colbert, Leibniz, and J.S. Bach, and
theresurgenceof the Classicism of Cusa, Kepler, Leibniz, and
Bach with the late-Eighteenth-Century rise of the Classical
oppositiontothedecadence of the Britishand French Enlight-
enment, illustrate acrucia point.

For reason of a number of palitical-cultural and natural
causes, the civilization of the Mediterranean region entered a
dark age of catastrophic cultural decline, during a period of
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centuries preceding and following a point about 1,000 years
before the birth of Christ. After a few hundred years, the
maritime cultures of what we call ancient Homeric Greece,
Cyrenaica, and the Etruscans, prospered under the influence
of arevived cultureof Egypt. Fromthetimeof Thales, Pythag-
oras, and Solon, there were centuries of net progress in the
leading edges of scientific and artistic discovery and practice,
up to about the time, 212 B.C., the Romans murdered Archi-
medes.

Theriseof Roman power, during andfollowing the period
of the Second Punic War, marked a long wave of persisting
cultural degenerationin European and adjoining cultures. Eu-
ropean civilization did not reach the cultural level of thought
of thescienceand art of ancient Classical Greek and Hellenis-
ticcivilization, until theFifteenth-Century, Italy-centered Re-
naissance.

Thereafter, as| have indicated above, although the bene-
fits of the Renaissance persisted somewhat, the period 1511-
1648 was arelative dark age of Venice- and Habsburg-domi-
nated, anti-Renaissance evil in European civilization, until
the renewed Renai ssance centered around L eibniz and Bach,
in the aftermath of the 1648 Treaty of Westphalia.

And, so on, and on, the ebb and flow of civilization has
proceeded, until now.

To restate and summarize the point so illustrated: There
are periods of well-defined ebbs and flows in the progress of
the human condition, ebbs and flows which are expressed,
notably, in periods of improvements, or stagnation, or even
brutal regression in the demographic characteristics of both
particular cultures and mankind more broadly. The markers
which areassociated with such changes, correl ate chiefly with
two typical, determining factors. Thesetwo are, first, the dis-
covery and persistence of forms of scientific and artistic
knowledge consistent with discoveries of efficient kinds of
universal principles, and, second, thevariabledegreetowhich
that knowledge either shapes the internal practice of nations
and their cultures, or the practice of that knowledge by soci-
ety, is more or less suppressed. These forms of knowledge
are, each and all, of the quality known as knowledge, as dis-
tinct from mere learning.

It is those mental processes, called cognition, as distinct
from dependency onlearned sense-perception, which provide
an absolute distinction between the human individual, and
society, ontheoneside, and animal lifein general. That isthe
point of difference between a society behaving as a set of
human beings, and a society which substitutes the method of
learnedtricks, likethetricksof acircusanimal or trained dog,
for those distinctively human forms of understanding classed
under aproper definition of “cognition.”

In point of fact, if we measure changes in the productive
powers of labor in physical terms, per capita and per square
kilometer, the sole ultimate source of the increase of those
productive powers is the application of technologies which
are derived from experimentally valid discoveries of univer-
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sal physical principles. In modern society, economic progress
occurs as the successful development of agriculture, mining,
and manufacturing, provided these are conducted in an envi-
ronment shaped by very large proportions of well-chosen in-
vestment in devel oping and mantai ning basic economicinfra-
structure.

Among the most essential investmentsin basic economic
infrastructure, is generalized public and higher education, a
category of investment chiefly aimed at the portion of thetotal
popul ation between the ages of 6 and 25 years. The ability of
a society to receive the discoveries of principle from earlier
generations of mankind, to apply those discoveriesin acoop-
erative way, and to generate added discoveries of the same
typeof quality, dependslargely upon thequality of the educa-
tion delivered to that stratum of the population.

Similarly, theimprovement of nature, through large-scale
modern formsof transportation, water management, and gen-
eration and distribution of power suppliesfor the society asa
whole, is, by its nature, primarily aresponsibility of govern-
ment, not of private enterprise. Yet the relative productive
potential of farms, mines, and factories depends absolutely
upon that public investment in basic economic infrastructure.

Now, go to the blackboard at the head of the university
classroom. Let the fellow teaching accounting or economics
show, on that blackboard, how real social profit, an increase
inthe productive powers of labor, isgenerated in any society.
He can not do it. He may appear to do it, if the students are
foolish enough to believe he does; but, if they do, they have
been duped by atypical magician’strick.

Hey, Professor: “Show me, on your blackboard, where
and how you account for the discovery and application of
universal physical principles as the efficient cause for an in-
crease in the productive powers of labor.”

If the Professor isawell-trained swindler, he will proba
bly argue that increases in social productivity come about
through a kind of frictional-statistical mechanism which he
identifies, with awave of hishand, as“freetrade,” otherwise
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The Chairman is watching you.

Federal Reserve Board
Chairman Alan
Greenspan. “ The fellow
peeking in the back of
the book for the answer
to the problem, isthe
kind of fool a magician
iswaiting for.”

called by many “the magic of the marketplace.”

This swindle, of waving a hand in the direction of the
blackboard, and claiming that the principle of economic suc-
cessisall amatter of magic, isthe fraud taught as accounting
and economics in most academic classrooms and public de-
bates on issues of law-making concerning these subjects to-
day. Littlewonder, that the performance of the U.S. economy
over the past thirty-five years, especially since August 1971,
has been one giant “hand-waving” swindle.

The question which the Professor is ducking, should be
reformulated as follows.

“Professor, let’'s cut out the magic, and stop chattering
about ‘invisible hands.’ Let us get back to the real world.
What is the form of action by means of which the effect of
growth of productivity, per capita, and per square kilometer,
iscaused? What experiment might we conduct, some equiva-
lent of acrucial laboratory experiment, by means of which
we can prove that that principle of efficient action actually
exists?’

“Professor. Give usan exampleof atypical form of exper-
iment, in which we can demonstrate, here and now, the exis-
tence of a cognitive process of the individual human mind,
through which we can prove knowledge of something which
can not be seen with the senses, but whose efficiency, as a
universal principle, canbeproven conclusively tothesatisfac-
tion of the senses. That, Professor, is what we mean by the
kind of principle of action, which you failed to show on the
blackboard, a principle without which all that you claim is
nonsense.”

Take, for example, the original discovery of a principle
of universal gravitation, by Johannes Kepler, as reported in
detail in his1609 The New Astronomy.

In that case, as in every valid discovery of a universal
physical principle, the discovery was prompted by recogni-
tion of some crucial kind of self-contradiction in the equiva-
lent of experimental evidence. That isto say, that according
to previously accepted definitions, axioms, and postulates,
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the evidence confronts uswith something whichisnever sup-
posed to happen, but, does happen, repeatedly. According to
the general set of definitions accepted by the followers of
Aristotle, Kepler’' s measurements showed not only that such
diverse followers of Aristotle as the astronomers Claudius
Ptolemy, Copernicus, and Brahe, were each and al wrong,
but that themethod of Aristotlewasabsurdrel ativeto physical
evidence. Kepler showed, experimentally, that the planetary
orbits are governed by an efficient intention which existsen-
tirely outside the limits of Aristotle’s method. The name of
that intention, isthe universal physical principlecalled gravi-
tation.

For the discussion of the problems of the U.S. and world
economy today, | am using the case of Kepler to define scien-
tificmethod in general, not only oneprincipleof astrophysics.
| am using Kepler as amodel of what | mean, scientifically,
experimentally, by cognition, rather than merelearning from
sense-perception. | do so, because cognition, asKepler'sdis-
covery of gravitation illustrates the meaning of cognition, is
theunderlying principle of physical action on which success-
ful forms of actual economic processes depend, absolutely,
and universally.

| restate the argument asfollows.

Theprogressof mankind, fromapotential relative popul a-
tion-density equivalent to that of the apes, to billions today,
isentirely theresult of acumulative process of discovery and
rediscovery of universal physical principles, that defined as
such principles with the same connotations as Kepler's dis-
covery of universal gravitation. Thetransmission of the expe-
rience of reenacting such discoveries, not as mere learning,
but as reenactments of the original cognitive process of dis-
covery, from one generation to the next, represents a process
of accumulation of such cognitive knowledge. Thisishuman
culture expressed at its best. It is the ability of society to
cooperate around use of atreasure of such transmitted cogni-
tive knowledge, over successive generations, which is the
principle of economic and related forms of progress.

Itisasociety organized around such cooperationinman’s
efforts to increase our mastery of nature, per capita and per
square kilometer, which defines economic progress in the
broadest terms. Thisiswhat thetypical professor of account-
ing or economics, ssimply does not know. Hewaves hishands,
againand again, but isnever ableto point to any actual princi-
ple which explains how an economy actually works.

WhencetheMagic?

The essentia trick of the magician is best typified for
modern settings, by considering two-and-a-half of the most
typical swindles practiced by the magicians of our time: Ari-
stoteleanism, empiricism, and existentialism. | describe al
three from the standpoint of reference of generally accepted
classroom forms of teaching of geometry and arithmetic from
aEuclidean or quasi-Euclidean standpoint.

All three systems are premised on blind faith in what
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iscalled “reductionism.” Each of these reductionist systems
assumesthat theuniverseisbest described, intermsof afixed,
arbitrary set of definitions, axioms, and postulates. The usual
result iswhat the Professor displays at the blackboard. These
usualy include blind faith in the presumption that numbers
are originaly defined in the form of counting numbers, de-
spite the work of Carl Gauss which proved the contrary.

No principle of universal actionisallowed to ater sucha
system. Thus, on that account, by itself, these three systems
exclude any distinctively human quality from the economic
process.

Aristotleistypified by thecommonfailuresof theastrono-
mies of Ptolemy, Copernicus, and Brahe. Empiricism was
introduced asaradical reform of Aristoteleanism, by Venice's
Paolo Sarpi. The third system, existentialism, is a derivative
of Kant’s Critiques, based on the denial of the existence of
truth. Fascism, asaphilosophical-palitical systemisaderiva
tive of the combination of the form of radical empiricism
known as positivism with the existentialist denial of truth.

All of these pathol ogical typesareimplicitly fixed, “ivory
tower” (aprioristic) systems, which leave an aperture for the
purely arbitrary and mystical. The modern, anti-American
system of British political-economy, basesits economic dog-
mas axiomatically on precisely such mystical assumptionsas
“free trade” and “invisible hand.” Three cases are sufficient
for reference here: Bernard Mandevill€' sthesisthat allowing
private moral corruption isthe generator of the public good,
Physiocrat FrangoisQuesnay’ ssimilar, pro-feudalist doctrine
of “laissez-faire,” and Adam Smith’sdoctrine of “free trade’
and the “invisible hand.”

As | have stressed in other locations, all three of these
types have a common origin in the tradition of that neo-
Manichean gnostic cult known variously by such names as
the Cathars or, in memorable English slang, “the buggers.”
Typical of all, is the argument of Quesnay, that, since the
peasants on the feudal estate are essentialy human cattle,
the profit of the estate is, by definition, a magical secretion
of thelandlord’ stitle as such, and no efficient physical cause.
Thereis no difference of principle between this and the pro-
satanic argument of Mandeville, Smith’s dogmain his 1759
The Theory of the Moral Sentiments and The Wealth
of Nations, or the dictionary-nominalist mysticism of U.S.
Justice Antonin Scalid's definition of “shareholder value,”
or between Scalia and the pro-slavery Locke doctrine of
the Preamble of the Constitution of the Confederate States
of America.

[J LAROUCHE IN 2004 [
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U.S. Dollar Falls, No
Sign of ‘Recovery’

by Lothar Komp

Now it is, so to speak, official. The stockholders hitherto
anticipated upswing of the American economy, which West-
ern government official shavetalked about so much, hasbeen
misplaced or postponed once again. Despite 11 successive
dropsininterest rates over 18 months' time, no “recovery” is
actually in sight.

The Bank for International Settlements (BIS)—the
Swiss-based “central bank for central banks’—Ilaconically
confirmed initscurrent quarterly report onthesituationinthe
international financial markets: “In the first months of 2002
the voices of enthusiasm which had been building up the
financial markets in the fourth quarter, dispersed. From the
beginning of the year until the first week of May the stock
marketsfell, alongwithlong-terminterest ratesinthe U.S.A.,
becausetheir confidencein astrong economic upswing evap-
orated.” The BIS also wrote meaningfully of a“ sudden aver-
sionwith respect to companiesthat are strongly dependent on
short-term debt.” This category islarge and growing.

After the discovery of more and more novel, sometimes
also criminal methods for manipulating (reported) quarterly
profits, and for camouflaging corporateindebtedness, thecon-
fidenceinthe" New Economy” hasalmost completely disinte-
grated.

Practically no oneistaking even the high-glossU.S. gov-
ernment statisticsat facevalueat thispoint. Thisnew attitude
of investors was proven on May 28. Government and eco-
nomic institutions went all-out, and in afew days produced
three optimistic, high-sounding numbers. The consumer con-
fidence level in May had climbed to the second-highest level
since September of last year; sales of existing houses surpris-
ingly climbed by 7% to the third-highest level of all time; and
American consumer spending grew evenfurtherin April. The
reaction of investors, however, was a further acceleration of
the sell-off from the stock markets.

Flight into Gold and Swiss Francs

Simultaneously, a phase-shift took place on the foreign-
exchange markets. In al the international financia crises
sincethemid-1990s, from Mexicoto Russia, Thailand, South
Korea, and Indonesia and over to Brazil, Argentina, Poland
and Turkey, the dollar had continuoudly profitted as the cur-
rency of refuge. International capital flows, previously ori-
ented in the direction of Asia, Ibero-America, or Eastern Eu-
rope, were steered around to the American financial markets.
At the high point of the “New Economy” euphoria, the U.S.
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markets sucked up three-quarters of all worldwide balance of
payments surpluses.

Now, the “safe haven” has proven itself agiant sinkhole
of fraud and debt. If the balance sheets of the largest U.S.
energy-trading corporations are about as trustworthy as the
tax returns of mafia bosses, and if the share values of the
leading technology venture firms can melt down even faster
than the value of Indonesia’ srupiah during the“AsiaCrisis,”
there is little reason for an international investor to plunge
savingsinto dollar-denominated values.

Already at the beginning of 2002, the net capital flows
into the United States collapsed by around 75% compared
to the previous year. According to one report by Lehman
Brothers, foreigners monthly purchases in 2000 and 2001
were on average $12 billion. This year such purchases
plunged downto but $2 billion per month. Thedrying up of the
capita in-flowsdid not fail to have an effect on the monetary
system. On May 30, the euro climbed to more than 94¢ for
thefirst time in 15 months, appreciating 8% in amonth. The
Japanesegovernment hasbeenintervening strenuously to pre-
vent the yen from rising further against the dollar.

From the beginning of February to the end of May, the
dollar fell by 8.4% compared to the Swiss franc; since the
beginning of July 2001, it had lost 13.5%. On May 30 the
Swiss National Bank took recourse to emergency measures.
It dropped the discount interest rates on the gold market by
two additional basis pointsto 0.99%, hoping to deter foreign
investments. It is already rumored that the Swiss might, as
had been done in the 1970s, impose capital controls, or even
introduce negative punitive interest rates.

One further effect of the dollar crisisisthe steady rise of
the price of gold. On May 30 the price of a fine ounce in
London shot to over $327, the highest level since October
1997. The Commonwealth Bank of Australiawarned the day
before that gold would become more dear by an additional
$30 during June, should the United States continue its prepa-
rations for an attack on Irag.

A long list of speculative funds and, not least, afew big
banks such as J.P. Morgan Chase, Deutsche Bank, UBS, and
Citigroup, are massively entangled in gold futures transac-
tions, having for some time assumed a continuously falling
gold price. A further increase of the price of gold could set
looseanew “LTCM" catastrophe throughout the derivatives
market.

Inview of this, thebreachinthedollar hasonly just begun.
At the end of 2001, foreigners held $1.7 trillion in the U.S.
stocks and an additional $3.2 trillion in government and cor-
porate bonds. With a U.S. balance of trade deficit of $400-
500 billion per year, untenable without maintaining the* New
Economy” dogma, a persisting dollar weaknessitself threat-
ens to intensify the sell-off of dollar values. This will bring
the global financial system again to the verge of breaking
apart. Thistime the focal point of the disease no longer ap-
pearsto be on the periphery, but in the center of the system.
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German States Plunge
Into Budget Emergency

by Rainer Apel

Thedaily Frankfurter Allgemeine Zeitung sounded thealarm
onitsfront pageon June 1, that the majority of the 16 German
states have been forced to declare a budget freeze, and some
of them are in a budget emergency. Not that the crisis had
just been discovered. The state governments have made their
situation known repeatedly, appealing to the national govern-
ment—in vain, so far—for relief from certain financial bur-
dens. But the fact that Germany’s leading establishment
mouthpiece finally made it a prominent issue, tells how bad
thestates' budget situation hasbecome. EIR sassessment has,
therefore, been prominently corroborated by the Frankfurter
Allgemeine story—which only covered the facts, not the
causes of that development.

The proximate cause of thisfiscal crisisisthe depression-
related shrinkage of industrial output and employment, which
is leading to a continuous drop in tax payments by firms and
workers. Thesituationismost dramaticinthethreecity-states
of Berlin, Hamburg, and Bremen, which are suffering more
than other statesfrom the outsourcing of industrial production
into the countryside, where taxation levels are lower. For the
city-states, the loss of productive industrial firms has created
abig hole in the tax revenue base. Berlin's tax revenue, for
example, will meet only 40% of its current fiscal year bud-
get—an austerity budget, at that. The other 60% has to be
financed by borrowing from private banks, or by revenues
from privatizing state property.

Thesituationissimilar in Hamburg and Bremen, but Ber-
lin, asthe capital of Germany, has special obligations which
add to the burdens of the public services sector: Some 90%
of the taxes that Berlin collects, are spent on the city-state’s
public services sector.

The national government has contributed to worsening
the states' fiscal situation, with its loyalty to the European
Monetary Union “Maastricht criteria,” which represent an
illusory attempt to reach a “balanced budget” by no later
than fiscal year 2004. The criteria imply that the public
sector debt will be paid despite deep budget cuts by the
euro-zone member governments, and that public sector in-
vestments designed to increase the production base or em-
ployment level in substantial terms, are banned. Coming
more and more under fiscal pressure itself, the national gov-
ernment has shifted budgetary burdens onto the states and
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municipalities—for example, social welfare payments, to
ease pressure on the national budget in an attempt to meet
the Maastricht criteria.

[ll-Fated ‘Tax Reform’

Thenational government has al so contributed to the prob-
lem by its “tax reform” of 1999, which brought substantial
tax cutsfor big, multinational corporations, to an extent that
most of them no longer pay any taxes. Many corporations
also apply for additional tax rebates, astheir local or regional
daughter corporations report losses due to dropping output
and sales. Reduced consumer spending affects the sales and
value-added taxes. The drop in the corporate tax revenues hit
themunicipalities especially hard, whereaslossesin the sales
and income taxes hit the states and national government.

With the current fiscal year just half over, 11 out of 16
states have been forced to impose a budget freeze—ranging
fromapartial one(Baden-Wirttemberg) to atotal freeze (Ber-
lin). The 11 states are: Schleswig-Holstein, North Rhine-
Westphalia, Rhineland-Palatinate, Baden-Wirttemberg,
Hesse, Thuringia, Saxonia, Saarland, Brandenburg, Lower
Saxony, and Berlin. Only because state electionswere held a
few weeks ago, Saxe-Anhalt has not yet declared a budget
freeze, eventhoughthesituationthere, asinBerlin,issograve
that an all-out budgetary emergency—in which even legally
mandated payments (such as for social welfare and related
budgets) can be suspended—might be declared soon. Two
other states are overdue to declare a budget freeze: Bremen
and Hamburg, which also held elections a few weeks ago,
allowing them to postpone the issue.

Only Bavariahas avoided abudget freeze, but itisonly a
matter of time beforeit, too, hasto declare special budgetary
consolidationmeasures, becauserising corporatedefaultsand
unemployment have haunted the Bavarian economy increas-
ingly in recent weeks. With the defaults of the Kirch Media
Group, with more than several billion euros of uncovered
debt, and of the Maxhuette steel plant, two of the biggest
Bavarian enterprisesare putting aburden on the state govern-
ment—a prominent creditor in both cases—of additional re-
quirementsfor financial guarantees. All of that will addtothe
fiscal pressure that the state government has already been
exposed to.

The worsening situation in Bavaria, which has ranked
among the “rich” German states for about 20 years, affects
the other states. The specia inter-state compensation fund,
which arranges transfers from the richer to the poorer states,
will runinto trouble asthericher states' tax revenuesdecline.
The case of Thuringia, oneof the“poor” states, illustratesthe
point: Already this fiscal year, it has received 15% fewer
transfers from the special inter-state compensation fund. Ba-
varia, oneof thefew statesthat paysintothat fund, hascontrib-
uted considerably lessthisyear. Next fiscal year, thesituation
of Thuringia and other recipients of such transfer payments
will beworse.
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‘Fannie and Freddie Were Lenders’:
U.S. Real Estate Bubble Nears Its End

by Richard Freeman

The U.S. financial system is now dependent to an unprece-
dented degree upon one prop: the greatest housing-real estate
bubblein human history. A hyperinflationary spiral has sent
home prices shooting up by 10-40% annually in recent
years—depending on the region of the country—and artifi-
cially pushed the price of millionsof homesinto the $400,000
to $1 million range or above. Already in 2001, one out of
every ten homes for sale in the United States was priced at
$1,000,000 or more. Since then, prices, assessments, real es-
tate taxes, and mortgage credit volume have continued to
spiral upwards, even as the productive economy staggered
downhill. Many homes today are simultaneously glorified
shacks—with plastic exteriors and gold-plated faucetsin the
bathroom—and yet unaffordable to most American families.

Thishousing bubble iswithout precedent, far larger than
the 18th-Century Mississippi Bubble of Venetian-Scottish
agent John Law. In 1717, Law established the Mississippi
Company and issued shares to the public, initially against
the supposed wealth to be drained from France's Louisiana
Territoriesin North America, and eventually against thevalue
of al of France's colonial trade. These were shares, effec-
tively, against ground-rent. In 1719, the value of the Missis-
sippi Company’s paper shares rose to 40 times their original
value, and many times the wealth that possibly could back
themup. In 1720, the shares collapsed, bankrupting the nation
of France. The U.S. housing bubble’'s stated ground-rent
valueis 1,000 times greater than that of the Mississippi Bub-
ble. Unless corrective measures are taken, the inevitabl e col -
lapse and the ensuing devastation will destroy millions of
families.

The cumulative value of all homesin Americaisnow an
astounding $12.04 trillion, which isonly $3 trillion less than
the hyperinflated value of all the stocks traded in America.
People have been deluded into buying homesin the $250,000
to $500,000 range, on the groundsthat if they can hold on to
them for two to five years, they will be ableto re-sell them at
an even higher price; or, alternatively, that these are the only
homes available, and that if they don’t buy them now, how-
ever overpriced, priceswill go even higher and become fur-
ther out of reach. Millions of families are spending 35 to 50%
of their annual income on mortgage or rent payments.

Thereisaphysical constraint on their ability to pay, and
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thus, ultimately, a constraint on the housing bubble itself:
These families are one or two missed paychecks, or the loss
of ajob, away from defaulting on amortgage. Default rateson
mortgagesinsured by the Federal Housing Administration—
used primarily by families of middle or modest income—
have recently reached 10% in some urban areas of the United
States. As awave of cumulative mortgage defaults spreads,
the housing market will implode, wiping out trillions of dol-
larsin housing values.

In testimony on April 17, before Congress Joint Eco-
nomic Committee, Federal Reserve Board Chairman Alan
Greenspan foolishly denied that there is a housing bubble,
and asserted that housing conditionsare scarcely tinder for a
speculativeconflagration.” Greenspan’ sstatementsfall under
the heading of “ he doth protest too much.”

On May 28, the 2004 Presidential pre-candidate Lyndon
LaRouche told an international webcast audience: “We are
sitting on top of a real-estate bubble collapse in the United
Statestoday; the Fannie Mag/Freddie Mac bubbleis about to
blow. What day it's going to blow, | don't know. But it's
going to blow. Peoplearegoing to find that houseswhich they
have listed as mortgages at a half million [dollars] or so, plus
or minus, in the Washington, D.C. area, or the New York
area, these shacks will probably be lucky to go for $100,000
redeemable value. People are going to be wiped out. Jobs are
going to bewiped out. Firms are going to be closed down.”

TheTwo ‘Golems' of theBubble

Thehousing bubbl e hasbeen devel oping for two decades,
and it has been undergoing accel erated growth since 1995. It
is under the control of Fed Chairman Greenspan, acting on
behalf of the Wall Street-City of London oligarchical finan-
ciers. Greenspan depends upon the huge sums of liquidity
pumped in by the Federal National Mortgage Association
(FannieMage) and the Federal Home M ortgage L oan Corpora-
tion (Freddie Mac), through the secondary home real estate
market, which they control. Fannie Mae and Freddie Mac—
which are private corporations, not government agencies—
arethelinchpin of the housing bubble; without them, it could
not exist. The City of London-Wall Street financiers' objec-
tive, and also that of Fannie Mag, isto inflate housing prices
through increases of “fictitiousvalue,” thereby increasing the
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size of mortgages needed to buy the houses at inflated prices,
and thus, increasing the principal and interest-rate cash that
can be gouged from households. It is an unadulterated loot-
ing operation.

Without the huge margin of Fannie- and Freddie-gener-
ated liquidity, the housing mortgage market would not be the
size that it is, and without an enormous mortgage market,
there absol utely could be no housing bubble.

Since 1995, the housing bubble has required between
$400 to $600 hillion per year in new mortgages to finance
homeowners' purchase of new and existing homes at inflated
prices. Between 1995 and 2001, banking institutions (includ-
ing savings and loan ingtitutions) lent $2.25 trillion in new
housing loans to prospective home-buyers. But during the
sameinterval, banking institutions lent only $1.29 trillion in
loans of al types, including to commerce and industry, to
consumers (for car purchases, etc.), and for housing. This
seems impossible. How could banks lend more for housing,
at $2.25trillion, than they lend to the entire economy, at $1.29
trillion, when the latter includes housing as a sub-sector? The
answer: the great Fannie Mae and Freddie Mac lending ma-
chine. Between 1995 and 2001, Fannie and Freddie (and a
few similar, smaller agencies) acquired almost three-quarters
of the $2.25 trillion in new mortgage loansthat all banks had
made. Upon getting cash from Fannie and Freddie, the banks
made new housing loans. Since 1995, Fannie and Freddie, et
al., accounted for amost three-quarters of all housing mort-
gages.

The housing bubble can only function if it pushes home
pricesup; thehomepricecanonly goup, if thereisamortgage
to purchase the home at the increased price. Without Fannie
M ae and Freddie M ac, the home mortgage market would have
been only one-quarter as large as it actually was. A housing
bubble could not exist in that framework.

Fannie Mae and Freddie Mac have raked in huge profits
from the housing bubble. But they have aso concentrated
in themselves, an enormous exposure to mortgage debt—
a concentration even greater than the 35% of all financial
derivatives contracts sitting in one bank, J.P. Morgan
Chase—and have issued some obligations which are very
risky. Thus, it isironic that the housing market depends on
Fannie Mae and Freddie Mac, which arein such rotten condi-
tion that they could puncture the very housing bubble which
they are called upon to support.

How It Grows

To understand theimportance of FannieMae and Freddie
Mac, one must understand the rudiments of the housing fi-
nancing market. To buy ahome, aprospective purchaser must
have the financial means: Either the purchaser is wealthy
enough to buy the home in cash, or—in most cases—the
purchaser takes out amortgage loan. Commercial banks, and
savings and loan associations are the financial institutions
most likely to originate a mortgage loan. The primary mort-
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gage-lending institution can hold that loan until maturity—
30 years, for example—collecting, during thistime, interest
and principal payments.

However, the primary mortgage-lending institution can
exerciseasecond option: After originating themortgageloan,
it can sl it off. Two of the leading corporations that could
buy the mortgage from the primary institution—known as
secondary market corporations—are FannieMae and Freddie
Mac. Asaresult of FannieMaeand/or Freddie M ac buyingthe
mortgage from the primary lending institution, that primary
ingtitution now has cash, which it can useto originate a new
mortgage.

Thisprocess can be, andis, repeated several timesduring
the course of the year, for each primary-mortgage lending
institutionin America. Thus, FannieMaeand FreddieMac act
as a spigot pouring liquidity into the U.S. mortgage market.

There is another step to this process. When a primary
mortgage lending institution offers to sell amortgage loan it
has originated, Fannie Mae or Freddie Mac can do one of two
things. They can, asdescribed, buy themortgageloan outright
and hold onto it (Fannie and Freddie issue bonds in their
own names, and use the proceeds from the bond sale to buy
mortgage loans). Or, they can pool severa mortgage loans
together, into a derivatives-like instrument, called a Mort-
gage-Backed Security (MBS); put aguarantee onit; and sell
it to athird party—such as amutual fund, a pension fund, or
an insurance company. In the latter case, the pension fund or
mutual fund end up owning the MBS, which gives them a
claim to the underlying principal and interest stream of the
mortgage. Thus, itisthecashfromthe pensionfund, or mutual
fund, etc., which is going into the housing market, having
been drawn into that market by Fannie Mae and Freddie Mac
asissuers of securities.

Volcker Destroys Traditional Home Financing

Inthe post-World War I period to 1963, when aprevious
generation of Americans bought their homes, the purchase
cost reflected the cost of construction, such as materials and
labor, plus a moderate, but fair profit for the homebuilder. It
aso reflected the cost of the land, which was not high. For
financing, atraditional relationship existed with savings and
loan ingtitutions, so that the home purchaser could readily
obtain a 30-year mortgage, usualy at a 5-6% interest rate
which would make the mortgage affordable. As late as the
1950s, the median price of an American home was | ess than
$15,000.

Inthe mid-1960s, thefinancier oligarchy moved America
away from a producer to a consumer society, by introducing
the “post-industrial society” policy, which also shattered the
workable housing relationships. Therewereafew key bench-
marksin this process.

In 1979, then Federal Reserve Board Chairman Paul
Volcker instituted the New Y ork Council on Foreign Rela-
tions' policy of “controlled disintegration of the economy,”
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so that the commercia banks prime interest rate reached
20.5% by December 1980. Thispolicy intentionally shattered
manufacturing, agriculture, and infrastructure, and built agi-
gantic speculative bubble. It also crushed the savings and
loan associations, which were the mainstay of the housing
industry. They then had to pay interest rates of 15-18% to
attract and hold depositors, but they were earning only about
5% on the mortgage |loans they had previously made. The
negative spread of 10-13% caused the S& L shuge [osses.

In 1982, the disastrous Garn-St Germain law, which dere-
gulated the banking system, wasapproved, removing thewise
and longstanding restrictions which had severely limited the
amount of money the S& Ls could invest in commercial real
estate. Advised to invest in commercial real estate to make
upthelossesthat Volcker’ spolicy had created in housing, the
panicked S& L slost morethan aquarter of atrillion additional
dollars. The bailout of these |ossesin the mid-1980s, became
known asthe S& L debacle.

In 1986, the Tax Reform Act was passed, which created
tax breaksfor speculative sheltersinreal estate. By thispoint,
the bankersthought it timely to introduce the full speculative
virus into the home real estate market. Home prices rose,
athough there was a downturn in the 1989-91 period. By
1995, Fed Chairman Greenspan, who had been nurturing the
housing bubble since he was ensconced in that post in 1987,
let out all the stops to pump up the bubble. Fannie Mae and
Freddie Mac began priming the bubble with hundreds of bil-
lions of dollarsin funds per year.

Today, the basic characteristic of the housing market has
been altered so that it isentirely different from what
it had been in the mid-1960s. The home's principal

sion, which sells for $400,000, but is made of the shoddiest
material, and is only worth $125,000. The difference of
$275,000, between what it sellsfor and what it isworth, isfic-
titious.

For the banks, the aim is: If the price of a home can be
fictitiously doubled, say to $400,000, then the market value
of the mortgage attached to the home can befictitiously dou-
bled to $400,000, and the income cash flow stream of princi-
pal and interest paymentsthat can belooted, can be doubl ed.
The banks pre-figure what principal and interest cash stream
they want to realize from a mortgage, and then set the price
of thehouse at aleve that will allow them to extract, through
an attached mortgage, that principal and interest cash stream.

Thisisthe system that the banks put into place during the
course of the 1980s, and which Greenspan and Fannie Mae
have geared up full force since 1995. It is completely unsus-
tainable and unstable.

Explosion in Home Prices

Thereisan explosion of homepricessince 1995, but espe-
cialy since 1999, in the hot markets in New Y ork, Florida,
Cadlifornia, and Greater Washington, D.C.—thelast of which
may be the hottest market in the nation. Greater Washington
includes Washington, D.C. proper; Arlington and Fairfax
Counties in northern Virginia; and Montgomery County in
Maryland. Table 1 and Table 2 show, respectively, the aver-
age and median prices of homesin thisregion.

In Washington, D.C. proper, in 1999, the average price of
ahome was $264,668. Now, lessthan two and one-half years

function is no longer shelter and development of a
family, obtained through theinstrument of the mort-
gage market; rather, the home has become the mere

TABLE 1
Greater Washington, D.C. Median Home Price

instrument of the housing market bubble. The home

Washington, Montgomery Arlington Fairfax
priceisafunction of whatever the hyperinflationary ~ Year D.C. Cty, Md. Cty, Va. Cty, Va.
housing spiral can driveit up to. o 1999 $179,500 200,000 259,000 215,000

qu the banks, the objectiveisto C_ree_ttefl_ ctltl_ous 2000 175,600 217,500 305,000 235,000
valueinahome, through z_ifakeapprec_l ationi nprice. 2001 224,000 244,900 360,000 272,880
To comprehend what ﬂ.ct|_t|ousval ueis,considerthe |, 5000 245,000 260,000 380,000 299,000
example of ahome built in 1992, and sold then for
$100,000, which is now priced on the market for
$225,000. The $125,000 increase in the home's
price represents fictitious value. In real physical
constructionterms, thehomehasdepreciatedforten ~ TABLE2 ) )
years, and is worth less; even if there were home Greater Washlngton, D.C. Average Home Price
mprgvements m,a‘?'e to keep the home at the same Washington, Montgomery Arlington Fairfax
functional level, it isworth, at most, $100,000. Year D.C. Cty, Md. Cty, Va. Cty, Va.

Take any other useful entity, such asacar or a

; 1999 $264,668 176,000 294,156 132,667
machine tool. One could not put ten years of wear 2000 201 601 084 667 338 711 901 548
and tear on it, and then sell it for twice what it was ' ' ' '
L . 2001 349,669 312,411 394,319 332,695
worth ten years ago. However, thisiswhat is done
March 2002 367,676 324,326 416,579 341,680

with housing.

The processisthe samein the case of aMcMan-
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FIGURE 1
Hyperinflation in Home Real Estate Valuation,
1945-2001

($ Trillions)
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later, it has jumped to $367,676, a compounded annual rate
of increase of 16%. (During thistime, the median homeprice
increased at a compounded annual rate of 15%.)

Elsewhere in the area, the pattern is the same. In Fairfax
County, in northern Virginia, between 1999 and the present,
the average single family home price skyrocketed from
$132,667 to $341,680, a staggering compounded annual rate
of increase of 38.4%. In Arlington County, in northern Vir-
ginia, theaverage price of ahome hasjumped to $416,579. In
the Greater Washington, D.C. region asawhole, the average
single family home price is above $340,000, and rising at an
incrediblerate.

During 2001, home prices for the entire states of Califor-
nia, Florida, and Massachusetts, rose by more than 10%, and
in portions of New Y ork, by more than 15%.

This explosion in home prices increased the collective
valuation of al household-owned home real estate in
America. Figur e 1showsthat since 1950, thevalueof all U.S.
households’ home real estate holdings rose steadily. Then it
rose more rapidly during the 1980s, reaching $6.608 trillion
by 1990.

But between 1990 and 1995, the collective value of all
homes rose only by $1 trillion. However, since then, under
the deliberate manipulation of Alan Greenspan, nurtured by
the Fannie Mae-Freddie Mac money-pumping machine, it
shot upward: Just between 1999 and 2001, thecollectivevalu-
ation of al households' home real estate holdings increased
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FIGURE 2

Home Real Estate Valuation vs. Capitalization
of All Stocks Traded in United States

($ Trillions)
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by $2.084 trillion to $12.04 trillion, arise of 20.9% during
those two years.

Theincrease in the collective valuation of al household-
owned homesachieved the bankers’ primeobjective: Against
that valuation, a tremendous amount of mortgages and sec-
ondary forms of mortgage-based debt could be floated, thus
increasing the rate of looting through interest and principal
mortgage streams, as we shall show.

The sharp jump in the collective valuation of all house-
hold-owned homes, makesit, along with derivatives, thechief
element of thedynamicthat isholding uptheU.S. speculative
bubble. Figur e 2 showsthetrgjectory of the collectivevaua-
tion of households' home real estate holdings versus that of
the capitalization of all stockstraded on stock marketsin the
United States. Withtherupturing of theNew Economy stocks,
between 1999 and 2001, $4.5 trillion of fictitious valuation
of stocks has been wiped out. The collective value of U.S.
households' homereal estate holdingsis now just $3 trillion
|ess than the stock market capitalization of all U.S. firms.

According to EIR's estimation, $6 trillion of the $12.04
trillion valuation of household-owned homereal estateisfic-
titious, debt and liquidity artificially forced into the housing
market over the past few decades, especialy since 1995. This
givesan estimate of theamount of hot air which will bewiped
out in this market in a collapse of the bubble, driving home
prices down with explosive impact.
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FIGURE 3

Ratio of Home Real Estate Valuation to
Disposable Personal Income Surges
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Cost and Quality

Two other characteristics distinguish the new housing
market.

First, the cost of homes has reached a dangerous multiple
of average income. Figure 3 shows the ratio of total home
real estate valuation to total disposable (after-tax) personal
income, complied by lan Morris, an analyst at HSBC Securi-
ties. It now hasreached 1.62, its highest level in this 50-year
series. However, the cost of a home becomes even worse,
when the mortgageinterest costsarefigured in, which will be
examined shortly below.

Second, the quality of homes. The homes of today have
severa glaring problems. The new homes that sell for
$300,000 to $750,000 are frequently made with the shoddiest
material. They are built with doors made of cardboard cores
instead of wood; no cross-braces under the joists of floorsto
support them and prevent shaking; and the proverbial 2-by-4
piece of wood shaved down to 1.5 by 3.5 inches. Whereas
50% of the siding in housesin the 1970s was made of brick,
today less than 30% of housing siding is made of brick.

Thousands of homes, priced at one-half million dollars
and up, have their elegant looking facades made out of—
stryofoam. The Maday family, for example, of Reston, Vir-
ginia, moved into a$522,000 homein late 1996, having been
told they had an exterior of stucco (a mixture of cement and
limestone), which istypically %4 to 1 inch thick. They found
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FIGURE 4
Hyperbolic Growth in Home Mortgage Debt,
1945-2001

($ Trillions)
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that their house had a¥s inch coating of styrofoam. The styro-
foam trapped water and devel oped a*“ 99% moi sturereading,”
and as a result, the walls rotted away. An Aug. 29, 2001
Boston Globe article exposed the fact that thousands of Mc-
Mansions from northern Virginia, to Connecticut, to Illionis
have been constructed with styrofoam fronts.

Figures 4 and 4A document, since 1950, the increasein
the volume of U.S. household home mortgage debt outstand-
ing. This grew steadily up to 1980, and then afterward, at a
faster rate. Starting 1995, the banks, collaborating closely
with Greenspan and the money-pumping of Fannie Mae and
Freddie Mac, caused the level of mortgage debt outstanding
to grow at an accelerating rate: Just between 1999 and 2001,
it jumped by nearly $1 trillion, to reach $5.757 trillion.

The more a home costs, the more cumulative interest a
mortgage borrower must pay, and the moreinterest the bank-
erscollect, even if theinterest rate remains the same.

Figure 5 shows for the period 1963-2001, the total cost
to purchaseanew home, on a30-year mortgage. The purchase
price used for this demonstration, is the nationwide median
cost of anew home, as reported by the National Association
of Redltors. Theinterest rateisthefixed interest rate prevail-
ing for that year. In 1963, the median cost of anew homewas
$18,000. Thetotal cumulative cost to buy the new homeon a
30-year mortgage, was $34,616: $18,000 paid in purchase
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FIGURE 4A
U.S. Household Debt
($ Trillions)
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price (which is broken down into down payment, and princi-
pal), and $16,616 paid in interest. In 2001, the median cost of
anew homewas $174,000. Thetotal cumulative cost to buy a
new home on a30-year mortgageleapt to $393,986: $174,000
paid for the median purchase price, and $219,986 paid in
cumulative interest. So, today, the mortgage-payer must pay
nearly aquarter of amilliondollarsininterest. Thecumulative
interest cost, which in 1963 was somewhat lower than the
purchase price, in 2001's “low-rates’ market was nearly 1.3
times greater than the original $174,000 purchase price of
the house.

According to the U.S. Department of Housing, the total
monthly “homecost” should not exceed 28% of ahousehold’'s
grossincome. The“homecost” consistsof themortgageinter-
est and principa payment, plusthe homeinsurance payment,
plus the home property tax due.

How able are home-purchasers to finance the mortgage?
Let us utilize astrictly standard arrangement. If a household
were to buy anew home, at the median price of $174,000 (in
the above example), on a 30-year mortgage, putting the (now
standard) 10% of the home purchase price down in a down-
payment, and financingtherestinamortgageat the prevailing
fixed interest rate of 7.04%, then its mortgage payment of
principal and interest, would be $12,553 per year ($1,046
per month). On such a home, the home insurance and home
property tax would be approximately $1,920 per year. Thus,
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FIGURE 5
Total Cost of New Home Has Soared
(Dollars)
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the total “home cost” would be $14,473 on an annual basis.
If, according to HUD, the “home cost” should be no more
than 28% of total household income, then $14,473 is 28%
of $51,689. A household would need an annual income of
$51,689 to afford the “home costs’ of a median priced home
of $174,000.

Sixty percent of American households do not have an
annual income of $51,689. Three-fifths of American house-
holds could not afford to purchase and live in such ahome.

Rising Market, Falling Living Standards

How is it possible for families to buy these homes, and
for Fannie Maeto constantly boast that the rate of home own-
ership, including among minorities, isrising?

Millions of households have bought homesby “ getting in
over their heads.” They are paying 35%, 45%, and even more
of their annual income, on the home mortgage. This makes
them dangerously vulnerable. Somethink that if they ownthe
housefor 2-5 years, it will risein price by $100,000-150,000,
and they will sell to the “next guy,” in arising rea estate
market. Soon therewill not be anext guy. Many, many fami-
lieshold two, two-and-one-half, or threejobsamong thefami-
ly’s membersto pay for the home. The next round of layoffs
that wipesout one of thesejobs, will leave them unableto pay
their mortgage, leading to default.
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Some other families bought homes in the $350,000 to $1
million range, because they earned money from stock capital
gains, stock options, bonuses in the financial and high-tech
industries, etc. That isdrying up on alarge scale.

For some households, the fact that they can borrow new
money against the value of their home, each time the val ue of
their home rises, keeps them in the game.

Overall, Greenspan hasengineered relatively low interest
rates, both to keep the financial markets going, but in large
measure to keep the housing bubble afloat. The need to raise
interest rates, for example, to prop up the collapsing U.S.
dollar, would destroy the interest rate environment that is
essential to keeping the housing bubble dive.

The key constraints, which govern everything, areliving
standards and the real physical economy’s productivity. For
the lower 80% of the population, living standards, measured
by market baskets of consumer and producer goods, are fall-
ing. They appeared to be, falsely, propped up by stock capital
gains, and the like. One cannot long increase home prices,
such asin the Greater Washington area, by 15 to 38% annu-
ally, andincreasethemortgageinterestincome streamswhich
areto be extracted, by asimilar percentage, from households
whose living standards, in redlity, are falling by 1 to 2% per
annum.

If one clearsaway all the clutter, home prices have gotten
much more expensive. One measure that EIR has devel oped
is straightforward. The U.S. Department of Labor’s Bureau
of Labor Statistics provided information on the value of the
weekly paycheck of the average non-agricultural worker. If
this worker were to buy a new median-priced home, how
many of his paychecks would it take for him to pay off the
home, including the interest costs on a 30-year mortgage?
The answer is shown in Figure 6. In 1963, it required 388
paychecks; in 2001, it required 804 paychecks. In terms of
theemployee' spaycheck, thehomeis2.07 timesmore expen-
sive. Thereason for thishasto do with thefall in living stan-
dards, but also with the shooting-up of home prices.

Inearlier periods, such asaround 1980, in which the num-
ber of paychecksrequired to buy ahomerose, thiswas dueto
a spike (Paul Volcker's deliberate spike) in interest rates.
Today, when interest rates are relatively low, the fact that it
requiresalarge number of paychecksto buy ahome, indicates
just how seriousthe problemis.

Thelntervention of Fannieand Freddie

What has kept the housing bubblefunctioning, especially
since 1995, is the massive role of Fannie Mae and Freddie
Mac.

One must know how these agencies work. Fannie Mae
presents itself in its public relations campaign as “Building
the American Dream.” It holds big events with legidlators,
in particular black and minority legislators, spending lavish
amounts of money around the country. It puts more ads on
theradio and in the newspaper, than almost any major corpo-
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FIGURE 6
Number of Weekly Paychecks Needed To Buy
a New Home

1,200 —

1,013

1,000 —
909

804

800 —

600 —

469

400— 388

200 T T T T |
1963 1970 1980 1990 2001

Sources: National Association of Realtors; Department of Labor, Bureau of
Labor Statistics; EIR.

ration. It probably has one of the biggest patronage machines
in the nation, reaching deep into every state.

What does one expect of a private corporation, which, if
it were a bank, would be the third largest bank in the world,
and which makes money hand over fist in the real estate
market?

Fannie Mae is positioned as the key prop in the housing
bubble (what issaid of it appliesaswell toitssmaller cousin,
Freddie Mac). But Fannie Mae has as much “radioactive”
financial risk asany institution in theworld. Fannie Mage built
up thisfinancial risk in the process of constructing the hous-
ing bubble.

A crucial bank that has shaped the agenda of Fannie Mae
isLazard Freresinvestment bank, apowerful cogintheinter-
national Wall Street-City of London oligarchy. Fannie Mae
Chairman Franklin Raines spent ten yearsworking at L azard.
Lazard countsinitsnetwork the Graham family that ownsthe
Washington Post. (In 1995, Franklin Raines, workingwith the
Post’s Katharine Graham, established the Financial Control
Board, which destroyed Washington, D.C.)

Fannie Mae had started out in 1938, not as an instrument
of speculation, but as part of President Franklin Delano Roo-
sevelt’s New Deal. As the accompanying box shows, in the
short run, its function was to get the lagging home mortgage
lending started again, and more broadly, to contribute to the
growth of afinancial market to make it possible to purchase
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affordable housing.

In the beginning, Fannie Mae existed as a government
agency. In 1954, it wasturned into amixed, part-private, part-
government agency, and in 1968, it was transformed into a
totally private corporation, issuing its own stock, which was
bought by private investors, and eventually became listed on
the stock exchange. For the most part, all through thisperiod,
up to the mid-1970s, Fannie Mae fulfilled its original func-
tion: It brought liquidity into the housing market in moderate
quantities, and functioned as a subordinate agency in that
market.

However, starting in 1979-81, at precisely the time that
then-Fed Chairman Volcker instituted the policy of “con-
trolled disintegration of the economy,” new lending policy
changes were made at Fannie Mae. These changes were in-
tended to bring eventually aflood of money into the housing
market, from both outside “third party investors’—using the
derivatives-likeinstrumentscalled M ortgage-Backed Securi-
ties—and from the corporation itself. The seeds of the hous-
ing price explosion planted in 1979-81, cameto fruition from
1995 to the present.

Prior tothelate 1970s, there had been two principal forms
of lending; thistransformation added athird.

Thefirst and simplest form of lendingistheprimary mort-

gage loan. The second form is that involving Fannie Mae:
A mortgage-lending financia institution makes a mortgage
loan, but instead of holding onto it, it sellsit to Fannie Mae,
and uses the cash to make a second loan. It can repeat the
process, of selling the second loan to Fannie Mae, and make
athird, fourth, and so on, loan. In this manner, a mortgage-
lending financial institution could make five loans for
$150,000. It sells the first four loans to Fannie Mae (which
buys them with proceeds from the issuance of its bonds) and
keepsthefifth loan. At the end of the process, the mortgage-
lending institution has one loan totalling $150,000 on its
books, and Fannie Mae has loans totalling $600,000 on its
books.

These were the only two types of lending up to 1979-
81, when the third type was introduced: Fannie Mae began
creating Mortgage-Backed Securities. Astherisk ontheMBS
became greater, therisk that Fannie Mae had became greater.
But thisis part and parcel of how the mortgage market, and
thus the mortgage-bubbl e, expanded.

The M ortgage-Backed Security

Inthe case of the MBS, Fannie M ae gathersits purchased
mortgages from different mortgage-lending institutions, and
poolsthem together. For example, Fannie Mae may bundle a

The Origins of Fannie Mae

The Federal National Mortgage Administration (Fannie
Mag) arose as a feature of the New Deal. During 1933-
34, the Roosevelt Administration responded to a housing
crisis, which developed out of the overall breakdown of
theeconomy andfinancial system. Millionsof workerslost
their jobs, and without income, defaulted on their home
mortgages, the banksforeclosed on hundreds of thousands
of homes, and familiesweretossed onto the street. Banks,
claiming fearsthat any new home mortgageswould endin
default also, cut back lending by 1934 to 60% below the
pre-1929 peak. Withthemortgagefinancing market drying
up, new home construction shrivelled.

In response, the Roosevelt Administration created a
new government agency, the Home Owners L oan Corpo-
ration (HOLC), as a subsidiary of the Reconstruction Fi-
nance Corporation. The HOLC attacked the problem of
defaults. It enabled the refinancing of existing mortgages
that were in default status, with new mortgages. Between
1933 and 1936, the HOL C refinanced one-fifth of existing
urban home mortgages, which were either in default or
closeto default. Asaresult, very few mortgages ended up
inliquidation, and this put astop to the homeforecl osures.

At the same time, the Roosevelt Administration ad-
dressed theissue of how to get thebanksto makenew home
mortgage loans. In 1934, legislation created the Federal
Housing Administration (FHA), with two principal pur-
poses. First, the FHA provided for insurance of principal
and interest payments on long-term home mortgage loans
made by banks and lending institutions. Second, the FHA
Act (under Title I11) provided for a secondary housing
market to be established. In 1938, under thisprovision, the
Federal National Mortgage Association (Fannie Mag) was
created. Fannie Mae would pay cash to buy any FHA-
insured mortgage that a bank sought to sell. Fannie Mae
would put the mortgage in its portfolio, collecting al the
interest and principal tothematurity of themortgage. With
the cash for the mortgage that it sold to Fannie Mag, a
bank could make anew mortgage, increasing the scope of
mortgage financing.

Fannie Mae had the authority to issue its own bonds,
in order to attract the funds with which it, in turn, bought
mortgages from banks.

For the next three decades, Fannie Mae bought home
mortgagesfrom banksand lending institutions, but always
with the objective of keeping the housing market in such
manner that homeswer einexpensive, and affordablerela-
tive to average family income. Its objective meant that
there be no housing bubble like that of today.
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thousand 30-year fixed-interest mortgages, each worth
roughly $100,000, and pool them together into a$100 million
Mortgage-Backed Security. Fannie M aeputsal oan guarantee
on the MBS, for which it earns a fee. Fannie Mae promises
that in case there is a default on the MBS, Fannie Mae will
pay theinterest and principa “fully and in atimely fashion.”
The MBS, once it has Fannie Mage's guarantee on it, is sold
to outside investors in denominations of $1,000 and up. The
insurancefunds, pensionfunds, and so forth, becometheown-
ers of the MBS, but if anything goes wrong, Fannie Mae
isresponsible.

From the standpoint of those building the mortgage bub-
ble, the MBS tapsinto abroader layer of fundsto be used for
housing, on the order of additional trillions of dollars. The
sources of funds that can support the housing bubble have
been extended very far into the U.S.—and international—
financial markets.

In1979-81, the Volcker polices caused Fannie Mae some
losses, likethoseof theS& L s. In 1981, David Ogden Maxwell
became chairman of Fannie Mae. Maxwell overhauled the
corporation and began issuing MBS, which had not been is-
sued except in minuscule volumes before then. Maxwell’s
career path led into the circles of Lazard Freres investment
bank: Today, Maxwell isontheboard of Washington' sUrban
Institute, which isrun by the Graham family of the Washing-
ton Post, itself part of the Lazard network.

However, not satisfied with “plain vanilla” MBS, Fannie
Mae found that it could take these securities and pool them
onceagain, into an instrument called aReal Estate Mortgage
Investment Conduit (REMIC) (which is also known as “re-
structured MBS’ or a collateralized mortgage obligation
[CBQ]). These REMICs are derivatives, of increasing com-
plexity. They are pure bets, athough they are also sold to
ingtitutional investors, and individuals, to draw money into
the housing bubble.

There are many types of REMICs; wewill look at two of
them. ThereisaREMIC calledaSTRIP, inwhichtheinterest
payments on the mortgages underlying the REMIC, are
stripped from the principal, and the interest stream is sold
separately as one REMIC instrument, and the principal
amount is sold as another. In fact, the principal amount itself
can be broken up into several instrumentsreflecting different
time-periodsduring thelife of the mortgages, called tranches,
each of which is sold separately, and has a different level of
risk. ThereisaREMIC called a“floater,” inwhichtheinterest
rate on theinstrument floats in direct proportion to the move-
ment—up or down—of the international interest rate called
the London Interbank Offered Rate (LIBOR); thereisan “in-
verse floater,” in which the interest rate of the instrument
floatsininverse proportion to the LIBOR.

Approximately half of all Fannie Mae's MBS have been
transformed into these highly speculative REMIC derivative
instruments.

Thus, what started out as a simple home mortgage, has
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been transmogrified into something one would expect to find
at aLasVegasgambling casino. Y et the housing bubble now
depends on precisely these instruments as sources of funds.

The 1995 Bubble

By 1995, Fannie M ae had been transformed, theMBSand
REMICs were widely marketed and in use, and the housing
market had beentotally changed. Theold daysof thefinancing
of ahome at an affordable price were gone. The plan of the
banks, and Alan Greenspan, wasto create abubble: to finance
homes at increasingly fictitious prices. Simply put, to realize
a fictitious increase in home price, say from $100,000 to
$250,000, there had to be an increase in mortgage size, and
not just one mortgage, but tens of thousands of mortgages.
This, inturn, required agiganticinflow to the housing market,
of funds which had had nothing to do with its functioning.

During the bubble period 1995-2001, the volume of mort-
gage loans in the United States increased by $2.249 trillion.
But the volume of mortgage loans by the primary mortgage-
lending institutions, such as commercial banks and S&Ls,
whichtheyheld ontheir books, only increased by $592 billion.
They generated only one-quarter of theincreaseinthevolume
of mortgage debt during this period. The remaining three-
quarters of the loans were conveyed to Fannie Mage, Freddie
Mac, and cousins like the Federal Home Loan Bank Board.
Fannie Mae took the dominant role, accounting by itself for
35.5% of all themoney that flowed into homemortgagessince
1995. But thiswas not an act of largesse: During this period,
Fannie Maeraked in $25 billion in profits, and the financiers
achievedtheir purposeof setting off ahyperinflationary hous-
ing bubble.

Yet, by its very “success,” Fannie Mae turned itself into
atime-bomb, compl etely contaminated by the cancer of hous-
ing speculation it made possible.

To understand the root of its crisis, look at the rapid
growth of its four key parameters. Figure 7 shows Fannie
Ma€e's ownership of mortgages, which it purchased from
mortgage lending institutions; by the end of 2001, this stood
at $705 billion. Figure 8 shows Fannie Mae's debt, mostly
itsbonds, whichit principally incurred to rai sethe cash to buy
the mortgages it now owns; by the end of 2001, this reached
$764billion. Figur e9showsthe M ortgage-Backed Securities
that Fannie Mae created through pooling of primary mort-
gages, by the end of 2001, thisreached $859 hillion. Finally,
Figure 10 depicts the “regular” derivatives obligations Fan-
nieMaecontracted, such asinterest rate swaps (but not count-
ing the above MBS), and which it claims are necessary for
doing business; by the end of 2001, thisreached $533 billion.

Of thefour parameters, thefirst isthe only onethat repre-
sents an asset for Fannie Mae. It represents a steady stream
of interest and principa payment that Fannie Mae collects.
The other three parameters represent obligations, which are
very risky. These three types of obligations fed, and fed off,
the housing bubble's constant rapid growth of the last six
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FIGURE 7 FIGURE 8
Fannie Mae's Ownership of Home Mortgages Fannie Mae's Oustanding Debt
($ Billions) ($ Billions)
800 800
700 700
600 600
500 500
400 400
300 300
200 200
100 T 1 100 T 1
1990 1995 2001 1990 1995 2001

Source: Federal National Mortgage Association (Fannie Mae). Source: Fannie Mae.
FIGURE 9 o FIGURE 10
Fannie Mae's Mortgage-Backed Securities Fannie Mae's Derivatives Obligations
Issued to Outside Investors ($ Billions)
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yearsin particular.

But a wave of mortgage defaults is inevitable. As that
occurs, the three risky obligations amplify the crisis, and
threaten the bankruptcy of Fannie Mae, and the housing mar-
ket bubble which depends on Fannie, Freddie, et al.

TheThreat of Leverage

Consider thefirst of the threerisks: Fannie Mage' s bonds,
which make up over $700 hillion of its outstanding debt
total of $764 billion. The sole source of income, from which
Fannie Mae can pay the interest and principa to its bond-
holders, is from the interest and principal that it collects on
the mortgages that it owns. If a portion of these mortgages
goes into default and ceases to pay interest or principal,
Fannie Mae will not have sufficient cash to pay the holders
of itsbonds. If the situation worsens, Fannie Maewill default
on its bonds.

So, whereas before one had one economic catastrophe—
the default of some mortgages—because of the way the
housing market isstructured, this producesasecond catastro-
phe—the default of Fannie Mag's bonds. Fannie Mae's
bonded debt is at least ten times greater than that of any
corporation in America. No company in America has ever
defaulted on as much as $50 billion in bonds, and Fannie
Mae has over $700 billion. With a bonded debt of that
magnitude, a default would put an end to the U.S. financia
system, right then and there.

Y et asecond obligation compoundsthe problem. In addi-
tionto the mortgage bonds, Fannie Mae has put its guarantees
on $859 hillion of Mortgage-Backed Securities. Inacrisisin
the housing mortgage market, Fannie Mae could never meet
the terms of its guarantee, that it would pay “the full and
timely interest and principal,” on the mortgages to which it
gave a guarantee. By the time it made payment on $5 to $10
billion of the principal and interest of theMBSwhich it guar-
anteed, Fannie Mae would go bankrupt from this source, if it
had not already defaulted on its bonds. The pension or other
funds which had bought the MBS on its guarantees, would
suffer tens of billions of dollars of losses.

Finally, Fannie has derivatives obligations; $533 billion
inhedges, allegedly to protect it fromrisks, whichthemselves
could gointo default against itsbank and other financial coun-
terparties.

FannieMae' sthreerisky obligationstotal over $2trillion,
vigorously used to inflate the housing bubble. Now, an in-
creased default level among the $5.757 trillion in home mort-
gages, which by itself were not enough to bring down the
whole housing market, would create a radioactive reaction
inside Fannie Mag, causing it to bring down that market by
defaulting on hundreds of billions of obligations.

While Fannie Mae was building up its risky obligations,
so was its crony Freddie Mac. Freddie Mac's total of these
threerisky obligationsis $2.91 trillion. (The smaller Freddie
Mac's total is bigger than Fannie Ma€e's, because it has a
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much bigger derivatives portfolio.) Other institutions which
perform functions similar to Fannie Mae, such asthe Federal
Home Loan Bank Board and private issuers of MBS, have
approximately another $0.7 trillioninrisky obligations. Thus,
the total of housing-related high-risk obligations is roughly
$5 trillion.

It should be kept in mind that if one starts with $5.757
trillion in mortgages, these $5.0 trillion in risky obligations
aredistinct from and in addition to the mortgages, and atotal
of $10.757 trillion is laden onto the homes and attached to
theincomes of America shomeowners. A Mortgage-Backed
Security is an instrument with its own risks, independent of
those of the underlying mortgages. For example, a dramatic
change in interest rates or even asignificant increase in pre-
payments of mortgages can wipe out MBS value, quite as
efficiently astheincrease in mortgage defaults. In the case of
the REMIC portion of MBS, thisrisk is considerable. Fannie
Ma€'s financial paper is a ticking time-bomb threatening to
bring the whole leveraged operation down.

M ortgage Financing PropsUp
Consumer Bubble

This is already far too dangerous, but the financier oli-
garchs decided to extend the housing bubble to do double
duty, to support consumer spending, to halt the rate of eco-
nomic decline. It thus serves now not only as a bubble for
housing values in their own right, but the Wall Street-City
of London circles are encouraging homeowners to borrow
against theincreasesof fictitiousvalueintheir hometo extract
“wealth” with which to engage in consumer spending. This
isknown as the wealth effect.

While it is commonly thought that stock market capital
gains have held up consumer spending, a recent study by a
team led by Y ale economist Robert Shiller, shows otherwise.
In the study, entitled “ Comparing Wealth Effects: The Stock
Market Versus the Housing Market,” Shiller shows that for
every 10% gain in the stock market, there isa 0.2 to 0.3%
gain in consumer consumption; while for every 10% gainin
the housing market, there is a 0.62% increase in consumer
consumption. Whether or not the numbers are precise, the
rough comparison of boosts in consumer spending, istwo to
onein favor of the housing bubble.

Households are finding two ways to get their hands on
some of thefictitious value of their homes: cash-out refinanc-
ing, and home equity loans. Under cash-out refinancing, a
homeowner takes out a new, larger mortgage on his home,
whosevaluehasheenartificially pumped up by general specu-
lation. With the new cash, he pays off hisfirst mortgage, pays
off his credit card debt, and has money to buy a spate of
consumer goods. According to Fannie Mae, in 1993, home-
owners extracted approximately $28 billion in cash, from
cash-out refinancing; but this tripled to $80 billion in 2001.
Withan equity loan, thehomeowner borrowsagainst aportion
of the equity existing in hishouse (rather than refinancing the
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entire mortgage, as with cash-out refinancing).

The amount of home equity loans outstanding stagnated
between 1990 and 1995, only rising from $235.9 hillion to
$289.3 hillion. Then, as “Bubbles’ Greenspan et a. pumped
thebellows, theamount of homeequity loanssoared, reaching
$701.5 billion in 2001. The amount of home equity loansis
larger than all borrowing by credit cardsin the United States.

A Federal Reserve Board economist told EIR that half
of the value of al home equity loans does not go for home
improvements, but for consumer expenditures and paying
down credit card debt. Others indicate that as much as 60%
of home equity loans—over $400 billion ayear—isfor con-
sumer cash and credit card expenditures.

Thebankshave madeit very easy to get homeequity loans
since the mid-1990s, and now promote “home equity lines of
credit,” where the homeowner borrows, not afixed amount—
aswasthe case with the old home equity |oan—but an almost
unlimited amount of credit.

Writelt Down Beforelt FallsDown

The housing bubble, represented by $12.04 trillion in
homeowner home real estate valuation, and $10.757 trillion
in origina home mortgage and secondary housing market
paper, is the biggest such bubble in history. It has more than
doubled its size since 1995.

Signs now exist of an increase in mortgage problems: In
thefirst quarter of 2002, more than 4.65% of mortgage loans
nationwide were delinquent (30 days past due), the highest
level in ten years, and the rate of mortgage defaultsisrising.
Fannie Mae has taken extraordinary measures to roll over
troubled homeowners' mortgages, in order not to have the
level of defaults show up. But the housing bubble cannot be
sustained. Theprincipal boundary conditionisreality: House-
holds with declining real standards of living, are not able to
takeout of their incomeswhat isnecessary to pay rising home
prices, and the demands of ever larger mortgages.

Lyndon LaRouchehas proposed putting thefinancial sys-
tem through Chapter 11 bankruptcy reorganization, as part of
the process of a New Bretton Woods monetary system. That
would include writing down a good part of the mass of U.S.
housing paper. If that is not achieved, as mortgage defaults
increase, beyond the ability of Fannie Mae and Greenspan to
control them, theleverage that has been built into the housing
market will come undone, with lightening de-leveraging of
the entire market. Six trillion dollars of fictitious real estate
value will deflate rapidly. Mortgage defaults will intensify,
and millions of familieswill be devastated. The grand payoff
is that the housing bubble’s puncture will bring down con-
sumer spending, and the U.S. financial system which Green-
span et al. built it to sustain.
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Business Briefs

National Economy

Argentine Diplomat
Looks To FDR L egacy

“No one has forgotten the important histor
cal and psychological legacy of the gre
President Franklin Delano Roosevelt,” i
thinking about Argentina’s current crisig
wrote Argentine diplomat Hugo Gobbi, in
the dailyClarin on June 5.

Gobbi, a former Assistant Secretary
General of the United Nations, criticizes th

contradictions in U.S. policy—protectiont

ism, the Enron scandal, unilateralism—na
ing also the International Monetary Fund
imposition of conditionalities on nation
needing financial assistance. Gobbi poir

outthat by “ignoring Latin American aspirat

tions, Washington has renounced any as
ciative or integrationist process with this re
gion"—that is, the Free Trade Area of th
Americas is dead.

What is needed to set matters straight]
“pbold innovation,” Gobbi asserts. The cu
rent international climate “is not encourag
ing” for Argentina. “Nonetheless, itis amo
ment in which we cannot lose faith in ou
ability, or allow ourselves to be discourage
We know that times of crisis force us to ha

monize and coordinate national efforts, amdA|DS’ for presentation ata World Health Oy
t-ganization conference in Barcelona in July.

to seek urgent solutions. No one has forg
ten the important historical and psycholog
cal legacy of that great President, Frankl
Delano Roosevelt, in a period equally trag
for Americans, in the sense that, faced wi

adifficult situation, itis more important than

ever to preserve and promote confidence
the human and natural resources of o
country.”

Public Health

Sounding the Alarm
Over HIV in Russa

UN Secretary General Kofi Annan, during
visitto Moscow on June 5, met with official
from HIV prevention and treatment pro
grams in Russia, who told him that th
growth rate of HIV infection in the country
is one of the highest in the world. Over 2.59

phe was discussed in its relationship with t
drug addiction epidemic and child home
lessness.

The Russian Health Ministry reports tha
88,120 new HIV cases were registere
among Russian citizensin 2001, out of a tot
At of 194,033 registered HIV infections sinc
N 1987, according to a June 2 release from
» terfax. Urban Weber, UN adviser on HIV

was quoted on June 2 in the Lond@to-

server: “Ninety percent of Russian HIV]
- cases caught the disease since 1999. T|
€ means that the first wave of people will sta
arriving in hospitals in three years.”
- The occasion for th®bserver article, ti-
S tled “Russian AIDS Plague To Hit Europe,

was the forthcoming release of areport fro
tSthe Imperial College in London, which proj
ectsthat 5% of the adult population of Russ
SOwill be HIV-positive by 2007. Thé©bserver
- quoted one doctor who took partin the stud|
€ saying that in Russia, “4 million adults wil
_ develop AIDS,” and “it could easily be a lo
ISworse—at least double. And these peoy
- will die within ten years.” The highest rate

r drug users, but HIV is now spreading mo
' widely through heterosexual contacts.

. The Imperial College study was com
- missioned by the UN AIDS program, UN

|
n
Cc

Nabor Force

"U.S. Unemployment
StatigticsLie Again

The official U.S. unemployment level fel
from 8.594 million in April, to 8.351 million
in May, a decrease of 243,000 workers, a
the unemployment rate fell, between Ap
and May, from 6.0% to 5.8%, the U.S. De
partment of Labor’s Bureau of Labor Statis
tics (BLS) reported on June 7. As usug
they’re lying.
For one thing, unemployment continue

to rise in the manufacturing sector, the

e of the productive economy, and in May,
further 19,000 manufacturing jobs w

6 eliminated. Since July 2000, some 1.76

a

D

of Russianteenagers have beeninfected w
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HIV, they said. The looming HIV catastro.L
e

At

e

- of infection have been among intravenous

been eliminated from the U.S. economy. Of
these, 1.443 milliopraxduction manu-
- facturing workers’ jobs.
Otherwise, inordertomake itappearthat
the number of payroll jobs is increasing, the
BLS once again resorted to the ruse that it
has used several times: rewriting history. In
February, the BLS reported that the number
of payrolljobs had increased by 66,000, only
to revise that down to negative 2,000; in
March, the BLS reported that the number of
payroll jobs had increased by 58,000, only
to revise that down to negative 21,000; in
April, the BLS reported that that the number
of payrolljobs had increased by 43,000, only
to revise that down to positive 6,000. For
May, the BLS is reporting that payroll em-
ploymentincreased by 41,000 jobs, a figure
that likely will be revised downward within
a month.
From February to April, the BLS had re-
ported that the number of payrolirjebs
creased by 162,000, when, in fact, after revi-
sion, decreased by 17,000. Only by
revising downward its April payroll jobs
figure from positive 43,000 to positive
6,000, could the BLS then claim an increase
of 41,000 payroll jobs in May.
EIRhas determined an approximation of
the realunemploymentrate. Counting the of-
ficial number of unemployed, plus those in
the categories of “want a job, notin the labor
force,” and “part-time for economic rea-
sons,”the realunemploymentlevelis 15.296
million, and the real unemployment rate is
10.8%—double the official level.
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Zambia
IMF/World Bank Rush
To Offer ‘Help’

hd

| After Zambian President Levy Mwanawasa
introduced a New Deal for agricultural mod-
ernization, reintroduced subsidies for peas-
ant farmers, delayed the privatization of

the few remaining state enterprises, and

s scrapped cost-sharing fees in primary

casehools, the International Monetary Fund

a  (IMF) and World Bank have suddenly dis-

ereovered in themselves a deep and abiding

1 love for Zambia. Mwanawasa’s New Deal

ith  million manufacturing payroll jobs

havas reported ifElR of March 22.
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A three-day conference of international
donor and investor representatives inspired
by theIMF and World Bank beganin Kitwe,
Zambia, on June 3, to urgethe Zambian gov-
ernment to diversify. While they cannot say
that Zambia' s emphasis on food production
and processing is wrong—since southern
Africaisnow suffering famine—they areat-
tempting to get emphases on tourism and
gemstone mining included on Zambia's
agenda.

According to the UN Integrated Re-
giona Information Networks (IRIN),
“Western donors led by the IMF and World
Bank prodded the reformist government of
former President Frederick Chiluba to sell
some 300 state-run firms and entities. That
included Zambia Consolidated Copper
Mines, which was responsible for around
80% of the country’s foreign [exchange]
earnings.” They said that this would boost
copper production. But since then, poor in-
ternational metal prices have led to further
reduction in earnings. Anglo American and
other mining houses are now reducing or
suspending their investments. The IMF/
World Bank-led reforms thus “could force
the Zambian economy to its knees.”

The conference was preceded by the
IMF s announcement on May 30 that it had
approved a $317 million loan for Zambia's
Poverty Reduction and Growth Facility.

Thesemovesare doubtlessalso aimed at
moving President Mwanawasa away from
his strong support for Zimbabwean Presi-
dent Robert Mugabe.

Germany

Unemployment Expected
To Soar ThisSummer

German official joblessness won't fall sig-
nificantly below 4millionthisSummer (10%
of thetotal |abor force of 40.5 million). The
report for May, presented at the Federal La-
bor Office in Nuremberg on June 8, still
showed an official unemployment figure of
3.945 million, athough the warm weather
contributed to a seasonal surge of construc-
tion employment.

In terms of total joblessness, May 2002
has been the worst since May 1997. The av-

EIR June 21, 2002

erageMay unemployment ratein Germany’s
western states was 7.6%, in the eastern
states 17.7%.

Inthemachine-building sector, the heart
of Germany’ sindustrial economy, firmsare
not hiring new staff, but are expanding work
for the staff they have kept over the recent
months, at short-work. Hence, no improve-
ment isin sight, for the unemployed.

Also, firmsare not taking therisk, inthis
situation, of hiringyoung workersor appren-
tices: The jobless figure anong workers un-
der age 25 increased by 16% in May, com-
pared to the same time last year. And, the
total number of apprentice jobs offered by
firms, hasfallen by 6%, against the year be-
fore. In many districts of eastern Germany,
youth unemployment is as high as it isin
neighboring Poland: between 40% and 50%.

Trade

Nigeria Takes Measures
To Protect Shipping

Nigeria's House of Representatives has
passed a protectionist law prohibiting for-
eign vessels from engaging in any form of
carriage of cargo and passengers, from any
port or point to another within the Nigerian
waters, the Vanguard of Lagos reported on
June 2. “The Senate is also disposed to pass
the bill aimed at protecting the indigenous
shipping operators, who until last year were
denied the privilege of participating in the
carriage of petroleum products and supply
servicesto and from ail rigs, platforms, and
installations,” the newspaper added.

“Expectedly, foreign shipping compa-
nieswhich havebeenincontrol of thecoastal
trade areadversetothishill whichisconsid-
ered unprogressive and protectionist, with
the argument that it is against the spirit of
globalization and liberalization.”

Under the law, a vessal financing fund
will be established to promote the devel op-
ment of indigenous ship acquisition capac-
ity, by providing financial assistance to
Nigerian operatorsin domestic coastal ship-
ping. The fund will be managed by desig-
nated banks which must operate with ade-
quate security, while the payment of interest
must not exceed 10% of the loan.

Briefly

ISRAELI unemployment  was
10.6% for the first quarter of 2002,
which compares with 8.7% for the
first quarter of 2001. TheIsraeli daily
newspaper Ha'aretz reports that
270,600 Israglis are now unem-
ployed.

BETHLEHEM STEEL, the third
largest U.S. producer of steel, isbeing
dropped from the New York Stock
Exchangelisting, becausethe priceof
itsstock fell below adollar asharefor
more than 30 consecutive days.

TYCO isbeing investigated by the
U.S. Securities and Exchange Com-
mission for its accounting of acquisi-
tions, used to triple sales in the four
years ending Sept. 30, reviving a
probe conducted in 1999-2000. The
credit rating agency Fitch down-
graded Tyco's debt to “junk” status,
joining Moody's and Standard &
Poor. Tyco's scheme to survive in-
cludesaninitial public offering onits
financial services subsidiary, CIT,
which would raise $6.5 hillion, if a
sucker would buy it, but the Securities
and Exchange Commission has not
yet approved the plan.

GLAXO, the British pharmaceuti-
cal giant, isalleged by the U.S. Inter-
nal Revenue Serviceto have improp-
erly avoided a significant portion of
U.S. taxes on $29.5 hillion in drug
sales during 1989-99. GlaxoSmith
Kline, it appears, overpaid its British
parent for the drugs, thereby artifi-
cidly reducing its profits in the
United States and paying less U.S.
taxesasaresult.

PERSONAL INCOME tax (PIT)
revenues in the states of the United
States were down 21.4% in April
compared to last year, according to a
survey of states' fi scal status released
on June4 by the Rockefeller Ingtitute
and several national associations of
state officias. In five states, the de-
clines were as much as 19.1-28.9%.
Overall PIT revenues were down
$14.57 billion in January through
April, with $8.56 billion of the drop
from April revenues.
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Brazil Finds Best Message
To the United States: LaRouche

by Gretchen Small

Fast on the heels of their trip to the United Arab Emirates,  with anger over the Bush administration’s imperial “unilater-
U.S. Presidential pre-candidate Lyndon LaRouche and hialism” globally, has shredded the traditional pro-American
wife, Helga Zepp-LaRouche, visited Brazil in the second allegiance of the Brazilian elite.
week of June, invited by the"8aPaulo City Council, so Accordingly, members of Brazil's elite decided to send
LaRouche could be awarded an honorary citizenship of their ~ the most pointed message possible to the United States,
city. Other Brazilian institutions also jumped at the opportu-what they consider acceptable behavior from a global power
nity to hold first-hand discussions with the American states-  of U.S. history and tradition: they invited LaRouche as the
man respected worldwide as a true American patriot, whaepresentative of the true America.
dares stand up for all mankind.

Their trip proved timely. As they arrived, Brazil's finan- Honorary Sao Paulo Citizen
cial house of cards began collapsing upon itself, repeating Being awarded honorary citizenship ofd&SRaulo is ho
like a horror movie re-run, the essential features of theimplo- ~ small thing. The city is a major power center within Brazil,
sion of the financial system of its neighbor, Argentina, just aand, with 18 million inhabitants, the third largest city in the
year ago. world. The decision to name LaRouche an honorary citizen

Brazil, with over 40% of all the population of Ibero- was motivated by Dr. Havanir Nimtz, the principal represen-
America and half of its territory, is one of the few countries tative on the City Council of the PRONA party, founded by
of Ibero-America which maintains some sovereignty, afterDr. Eneas Carneiro, one of Brazil’'s preeminent cardiologists.
20 years of International Monetary Fund (IMF) destruction. Dr. Eneas has run several times for President, distinguishing
Although severely weakened, too, thus far Brazil has manhimself as an outspoken opponent of globalization. While
agedto hold onto a significantindependent scientific and tech- PRONA does not hold a majority on the City Council, Dr.
nological capability. Its recent announcement that it will be-Havanir (herself a dermatologist) wields the authority of hav-

gincommercial-scale production of enriched uraniumin July, ing won her Council seat with the second largest number o
only the seventh country which has this capability, reminded/otes of any candidate in"8&aulo’s last elections.
the world of Brazilians’ skills. The advanced centrifuge tech- LaRouche and his wife, accompanied by Dr. Eneas, vis-

nology it willemploy for enrichment was developed as a spin-ited the City Council while it was sitting in plenary session
off of the Brazilian Navy’s ongoing work in building anuclear on June 12. Councilwoman Havanir requested a motion of
submarine with national technology. order interrupting the plenary session, so she could introduce

Foryears, Brazilian leaders had, by and large, boughtinto  the distinguished guests. Public television began filming, ar
the lie, that there could be a seat for Brazil at globalization’scameras clicked, as Dr. Eneas presented LaRouche.

table. Other nations might go down, but they would survive. Then a special Council session to award LaRouche hit
That assumption has crumbled under the onslaught of theitizenship was convoked. It was held with great pomp and
global breakdown crisis. Inthe recent period, horrified Brazil- ~ circumstance in an auditorium in the City Council building.

ian leaders realized that the United States and theiittiRd ~ Those introduced on the podium included Dr. Eneas, the
to let Argentina disintegrate and die. That shock, combined LaRouches, Dr. HavaniElRrmbrrespondent Lorenzo
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Carrasco. Before the proceedings began, a military band
played the national anthem of Brazil, and the American na-
tional anthem was sung. Present was an overflow crowd of
over 250, including many PRONA members who came from
around the country to meet LaRouche.

We are living in a very perilous period of history,
LaRouche told those present, in a brief address. He laid out
for them the history of the United States, as a battle between
those—Ilike himself—who are in the tradition of its founder,
Benjamin Franklin; and the Tories, allied to thisday with the
British Empire. The U.S. has a crucial role to play globally,
LaRouche said, with Russia, the Eurasian countries, with
other nations. But itsrelationswith the Americaswill be deci-
sive. There is no way that the U.S. will come out of this
crisistoday, without thefounding of acommunity of principle
between the nations of the Americas; and my hopeis, is that
my trip to Brazil will set that inmotion. Brazil hasaparticular
roleto play, as one of the few countries which still has some
sovereignty. | hope, by my coming to Brazil, that we can open
such adialogue with all the nations of the Americas.

Dr. Eness told those attending that they need to under-
stand who isthis Mr. LaRouche. | recently read an article by
LaRoucheonthecatenary, hesaid. Now, how many Presiden-
tial candidates even know what a catenary is? Dr. Eneas de-
scribed acatenary, explaining that it provestheway in which
nature searchesfor order with theleast action possible. Which
Presidential candidate would have the dlightest idea, he
added, of what ahyperbolic functionis? LaRouche also talks
about ancient Greece as if he had been there himsdlf, sitting
by Socrates’ sidein the Symposium. What happenswhen you
read LaRouche, is you receive a refreshing bath of science
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In the City Council
chambers of SGo Paulo,
Lyndon LaRoucheis
presented honorary
citizenship of the city by
Councilwoman Dr.
Havanir Nimtz, just
before the second of the
major events of his
Brazlian visit. In the
background with Helga
Zepp-LaRouche, isDr.
Eneas Carneiro, leader
of the PRONA political
movement in the
country.

and art.

Most important, is LaRouche's concern for humanity.
These are the ideas which PRONA defends, also, Dr. Eneas
said. Compare LaRouche' s attack on empires, to what Presi-
dent George Bush is saying! The system is destroying itself,
and it will be no different for Brazil. Thereis only one solu-
tion: Rupture! Break with the system! Brazil is an important
country intheworld. It must say, “Enough”! If thissystemis
not stopped, asL aRouche says, therewill beaNew Dark Age,
he concluded.

By this action here, Helga Zepp-LaRouche told those
present, you have sent the most powerful possible messageto
theworld, about which of thetwo Americastheworld wants.
If thereis to be hope for the world, the United States has to
be brought back to its senses.

A Replay of Argentina, Doubled

LaRouche emphasized in each of his presentationswhile
in Brazil, that there is no solution within the existing system:
not one. Not for the United States. Not for Brazil. Y ou must
help replace the system, he told people, because both our
nations are heading straight towards a blow-out no different
than what collapsed Argentina. Perhaps next week, perhaps
in some months, but it will occur soon.

Brazil isalready unravelling financially. Theweek before
LaRouche arrived, Brazil’s country risk—the amount over
the interest rate of U.S. Treasury bills which “the market”
(read: J.P. Morgan Chase) requiresacountry offer onitsgov-
ernment bonds—rose to over 1,000. At the same time, J.P.
Morgan issued a recommendation to its clients to sell any
Brazilian debt they hold. On June 5, Moody’ s downgraded
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Brazil’s foreign currency bond rating, declaring (correctly,
for once) that Brazil will have difficulty paying its debts,
no matter who wins the October 2002 Presidential election,
because of the great amount of debt, foreign and domestic,
coming due in 2002 and 2003.

By June 13, its country risk had risen to 1,300, behind
only Argentina and Nigeria. That means, that Brazil would
have to offer more than 18% interest, to sell any paper. At
that level, neither the government nor private companies can
afford to refinance their debt.

The world financial markets, Argentine daily Clarin
wrote, are* recreating the mechanismswhich ended up crush-
ing Argentina.” Thedifferenceis, that Brazil’ sforeign obliga-
tions, at $500 billion according to EIR' s estimates, are more
than double Argentina’s. Because of the nature of Brazil's
debt bubble, should capital flee Brazil and creditorsrefuseto
roll over debt on any reasonable terms when it comes due—
as is now occurring—Brazil’s debt pyramid will implode
even faster than Argentina sdid.

At theend of April, Brazil’ stotal “domestic” public debt
was reported to be 633 billion reals (more than $243 hillion,
at 2.6 to the dollar), about $60 hillion of which comes due
over the next 12 months. This is domestic public debt, and
doesnot includethe publicforeign debt, nor corporateforeign
debts, nor foreign stock market ownership, for which invest-
ors could demand dollars at amoment’ s notice.

Some 80% of public “domestic” debt isindexed either to
dollars, or to the going interest rate. Since much of Brazil’s
debt is dollarized, but its currency floats, every devaluation
raises the debt by the same proportion. Thus, for example,
O Estado de Sao Paulo reported on June 10, that Brazil’s
government debt increased by R$14 hillion—around $5.3
billion in U.S. dollars—in the first week of June alone, be-
cause of the 4.6% devaluation in Brazil’s currency, the real,
that week.

Y et, to get investorsto buy government paper, the Central
Bank has been selling more dollar-linked bonds, at shorter
maturities, at higher interest rates. Once again, international
creditors and the government are attempting to resolve the
fact that Brazil’ s debts have far outstripped its ability to pay,
by adding to the debt. Another $10 billion loan from the IMF
was nervously announced as LaRouche wasin Brazil.

Sovereignty | sChanging the Rules

LaRouche' sfirst forum in Brazil was held in the audito-
rium of the Latin American Parliament in Sdo Paulo on June
11, sponsored jointly by EIR and the Alumni Association of
the Superior War College (ADESG). Although his subject
wastitled “The Global Systemic Crisis and the End of ‘Free
Trade,’ " LaRouche covered the broadest range of subjectsin
his three and a half hours of discussion with the 120 people
who attended.

Those present were primarily very high level representa-
tives of the Sao Paulo €elite. Leaders of business and agricul-
tural associations, and state-sector companies, lawyers, pro-
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fessors, retired military officers from Army, Navy, and Air
Force, and some students were among those in the audience.

The ADESG invited two people to comment upon
LaRouche's presentation, each a recognized intellectual
leader of national stature, representing different political out-
looks. As such, they spoke not only for themselves, but as
representatives of the two power groupings debating what
Brazil must do in this conjunctural crisis. One was General
Oliva, aformer director of the Superior War College, and a
respected intellectual within and outside the military, whois
known as an opponent of globalization. The other was Cong.
Marcos Cintra, a prominent ideologue for the followers of
British liberal economics in the country. He currently heads
the Congressional committee which deals with the negotia-
tionsfor the Free Trade Agreement of the Americas (FTAA).

LaRouche laid out the crisis facing the world, and ad-
dressed the issue of how, in the current era, to extend the
nation of amilitary defenseto the broader concept of astrate-
gic defense of the nation-state asawhole. Thosewho fear the
power of the IMF and the United States, seek solutionswithin
therules. | tell you: Thereis no solution within the rules, he
said. Thereisno solution within asystem whose axioms have
proven to be wrong. We haveto change the rules. Can we not
change the rules? Are we not human?

Sovereignty, he said, isthe power to deliberate to change
therules. The problemisoneof leadership. People aretechni-
cally competent, but they are not good leaders. It is amoral
problem. They are not acting in correspondence with what it
isto be human. Theworldisbeing destroyed by therules. We
must inspire people to change them.

In response to LaRouche's presentation, General Oliva
reviewed how Brazil brought about economic growth during
the 1965-83 military government, by emphasizing infrastruc-
tural investments. But that wasin aworld in which there still
was stability in the global economy, and the United States
wanted to help Brazil, he said. Now, because we believed in
thelMFrules, wehaveno national patrimony left. Hesaid that
he, too, admires Alexander Hamiliton and Franklin Delano
Roosevelt, and he did not disagree with anything LaRouche
had said.

That could not be said by Congressman Cintra, who de-
fended economicliberalismasasystemstill functioning. Cin-
tra, however, said that he likes to debate people with intelli-
gence, prefers to debate the forest rather than the trees, and
seesthat L aRouchehasastrategic vision, which encompasses
everything. Cintracalled the forum one of the most provoca-
tive conferences he had ever attended, and said LaRouche's
ideas enrich our reflections.

When the much-longer discussion which ensued con-
cluded, the head of the ADESG in S&o Paulo, Adauto Roc-
chetto, thanked LaRouche warmly for speaking to them so
directly, especialy recognizing thefact that what heissaying,
as an American citizen and an American politician, goes
against what his government stands for and is doing around
theworld.
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Inanother presentationto aprivateluncheon organized by
one of Sao Paulo’ s leading business associations, LaRouche
again returned to thequestion of leadership. Unlessleadership
is provided in this time of crisis, he told them, this country
could face a July 14, 1789, its own Jacobin revolution. This
iswhat oligarchssuch asthe Anglo-Frenchagent Teddy Gold-
smith areorganizing, usingtoolslikethe World Social Forum
founded in Porto Alegre, Brazil, in 2001. The French Revolu-
tion resulted from alack of leader ship of those who opposed
it, he emphasized.

Theonly way theWorld Social Forum and the new Jacob-
ins get away with calling themselves “anti-globalization,”
is because of the destruction that we have allowed to occur
under globalization.

They are not against globalization, LaRouche insisted. |
am the leadership against globalization. | am for the nation-

state. LaRouche urged the group to join him in organizing
morediscussions, moredial ogue, moreconspiracy. Conspira-
cies, hetold them, are peopl e getting together to discuss what
they agree on, what they disagree on, and what to do about it.

In his many meetings, LaRouche made clear he was ad-
dressing the entire hemisphere through hisdialoguewith Bra-
zilians. AsEIRwent to press June 14, LaRouchewasaddress-
ing the fifth in a series of seminars, “Brazil-Argentina: Hour
of Truth,” organized jointly by his associates in the Ibero-
American Solidarity Movement (M SIA) and the | bero-Amer-
ican Integration and Identity Movement (MINEII) founded
by friends of Argentine Col. Mohammed Ali Seineldin. The
seminar, heldin Sao Paul o, opened with an exchange of ideas
between LaRoucheand Colonel Seineldin, hooked up by tele-
phone from his military prison in Argentina, before a full
house.

Financial, Political
Turmoil Spreads

Just as Lyndon LaRouche warned, the generalized col-
lapse of Ibero-America’s economies is accelerating at a
extraordinary rate. While attention is focussed on Argen-
tinaand Brazil, there are other foci of the crisis:

« Uruguay: The economy of thistiny country is shat-
tered, such that the IMF recently felt compelled to grant it
an emergency $1.5 billion loan. GDP dropped by awhop-
ping 10.1% in the first quarter, with a 14% drop in con-
struction and an 18% decline in manufacturing, compared
to the same period of 2001. Capital continues to flee the
banking system: So far this year, reserves have dropped
by $1.3million. OnJune 12, thePIT-CNT labor federation
led a 24-hour general strike against the austerity program
dictated by the International Monetary Fund and imposed
by President Jorge Batlle. In anation of 3 million people,
unemployment now stands at 15%, or 200,000 jobless,
while another 560,000 people hold jobs categorized as
“precarious.” PIT-CNT leader Luis Puig told Reuters
“we're trying to change the direction of economic policy,
because here we're heading down the same path as Ar-
gentina.”

 Ecuador: Growing public protest, as in Peru, has
forced the government to suspend plansto privatize power
companies, which the IMF is demanding as a conditional -
ity for a$240 million standby loan. Ecuador’ sgovernment
isalso resisting an IMF demand that it reallocate 10% of
the funds from its oil stabilization fund, to buy back debt
bonds, rather than for urgently needed socia programs.

 Paraguay: Political and financial instability iswide-
spread, and coup rumors are rampant. There are attempts

inthe Congresstoimpeach President LuisAngel Gonzélez
Macchi on corruption charges, while mass mobilizations
of farmersand trade unionists succeeded on June6inforc-
ing the Senateto suspend thelaw authorizing privatization
of state sector companies. Thisisablow tothegovernment,
which needed the privatizationsto qualify for anIMF loan.

» Venezuela: Againstthebackdrop of ahighly volatile
political situation, the currency, the bolivar, continues to
plummet, by 36.6% in the year to June 13. The second
quarter’ sshrinkage of the economy isexpected to be more
dramatic than the 4.2% of the first. Inflation is also ex-
pectedto doublethisyear, to 26%, upfromlast year’ s12%.
Because tax revenues are falling below the government’s
target—inthefirst four monthsof thisyear, revenueswere
only 88% of what the government had expected to col-
lect—the Chavez government announced it will have to
increase itsforeign borrowing.

The Chéavez government is attempting to impose the
austerity program crafted by University of Chicago-
trained Planning Minister, Felipe Perez. The key elements
includeincreasingthevalue-added tax (VAT), eliminating
some tax exemptions, and eliminating the fuel subsidy, a
provocative measure guaranteed to unleash social dissent.
In protest, business sectors are already threatening not to
pay taxes.

* Chile: Supposedly themost “ stable” of |bero-Amer-
ica's economies isn’t stable any more. Foreign Minister
Soledad Alvear admitted recently that capital has been
fleeing the country. There has been adramatic drop in the
investment rate to 21% of GDP, compared to a high of
26% in1996-97. In thefirst quarter of thisyear, therate of
investment dropped by 2.3%. Traditional exports, such as
salmon and trout, dropped by 26%in April, with enormous
reductions by regular customers such as Japan (42%) and
the European Union (25%).
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Bush Rebufis Arabs and
Courts Mideast Disaster

by Paul Gallagher

By the end of his meetings with Egypt’s President Hosni
Mubarak at Camp David on June 7-8, and with I srael’ sPrime
Minister Ariel Sharon at the White House on June 10, Presi-
dent George Bush had all but compl etely isolated hisadminis-
tration from the Arab nations, a mistake which Secretary of
State Colin Powell’ s hurried floating of the mirage of a*“ pre-
liminary Palestinian state” did little or nothing to repair. Isra-
el’ swide-bodied Prime Minister left with what he considered
Washington's implicit backing to do whatever he and his
extremist cabinet choose, militarily—not only to Palestine,
but to Syria, Iraqg, or Iran. In thisregard, it was ominous that
Sharon’ sgovernment, just before histrip to the United States,
had issued a démarche to Syria, charging that it had ordered
the bombing of an Israeli bus which killed 13 soldiers and
four civilians, wounding many more.

President Bush' slistlessrebuff—*later, later"—totheen-
ergetic intervention of Hosni Mubarak, who demanded an
early date-certain for a sovereign Palestinian state, courted
disaster, when compounded by hisequally listless echoing of
Sharon’s formulations a few days afterwards. “Now is not
the time for peace negotiations,” and “first we need a new
Palestinian leadership,” are precisely the formulations intro-
duced by the crafty fascist Sharon in connection with the
staging of the Karine A affair in January, to gain time for the
continuous invasions of Palestinian territories since then. So
it seems that the President who last year made an unusually
clear call for aPal estinian state, now goesalong with Sharon’s
ideathat an | sraeli-puppet leader must first befoundto replace
Y asser Arafat, and run whatever bantustans and ghettoes the
Likud party decidesto allot him. The U.S. Senate simultane-
ously passed $200 millioninnew aidtolsrael inan emergency
appropriationshill.

Both America sand |srael’ seconomiesare sinking into a
global depression, and the two governments areincreasingly
controlled by factions which want new wars in the Mideast
by this Summer or early Fall. Bush’'s performance, while the
news coverage of Lyndon LaRouche' s breakthrough presen-
tation at the Zayed Centre of the Arab League in Abu Dhabi
onJune 2, wastill circulating through the Arab world, threw
into stark relief the necessary alternative Americanleadership
which LaRouche representsto the Mideast nations.

Mubarak’sProposal aLast Chance

Mubarak’s demands upon Isragl for the beginning of a
political peace-and-statehood negotiation, werean even more
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simpleform of those of the Saudi peaceinitiative put forward
by the Arab League. As he explained at his June 8 press
conference with President Bush at Camp David, “Isragl must
end the siege imposed on the Palestinian people, and with-
draw its forces to positions occupied on Sept. 28th, 2000,
and halt assassinations, and the repeated incursions into the
territories under the control of the Palestinian Authority, and
immediately halt all [new] settlement activities in the occu-
pied territories, including theillegal confiscation of land, and
the expansion of settlements under the pretext of natural
growth or any other consideration.”

All of the Isragli military and colonization activities he
cited are already recognized as war crimes and otherwise
illegal activities under conventions of international law and
UN resolutions, Mubarak was effectively asking that Israel
stop committing war crimes, no more. He praised Bush's
support for aPalestinian state, and proposed the early declara-
tion of intent by the nationsto create that state. Ashehad told
the New York Times on June 4, his proposal would confer
statehood on all Palestinian lands recognized by the United
Nations, before negotiating exact boundariesand other issues
such as the existing settlements.

Mubarak pledged his government to push through the
reform of the Palestinian Authority leadership, ahead of P.A.
elections later this year. But, he insisted, “we have to use
Arafat in this present situation.”

Egypt’s Deputy Minister of Information, Nabil Osman,
speaking to a group of journalists in Washington on June 3,
called the Mideast situation the worst it has ever been, with
the entire region—not only Israel and Palestine—" pushed to
the edge of theabyss. . . . Weneed adeadline, atimetablefor
a final, not an interim, solution.” He emphasized that this
cannot happen without an agenda being laid out from the
United States, onewhichisintheUnited States’ owninterests.
The United States otherwise faces a certain explosion of ex-
tremism and war throughout the region.

Sharon’sPerpetual War Strategy

American Mideast policy for more than a decade—in-
volving the desire to get Israel to abandon at least its most
provocative settlements, and to recognize the “two states at
peace’ idea—has been dramatically shifted during Bush's
seven meetings with Sharon. One of Sharon’s major objec-
tivesthistimewastoformally kill aState Department reitera-
tion of the policy of shutting down Isragli settlements within
three years. The Isragli daily Ha' aretz reported on June 12,
that Sharon told Bush, “ Palestinian Authority Chairman Y as-
ser Arafat’s immunity is not self-evident,” and he did not
reiterate a previous promise to the United States not to try to
kill Arafat.

Bush, according to Ha' aretz's sources, did not respond.
The Israeli Defense Forces, just hours earlier, had reinvaded
the West Bank cities of Tulkarm and Ramallah and shelled
not just the Palestinian Authority’s West Bank headquarters
in Ramallah, but Arafat’s residence within it. P.A. leaders
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were arrested, Ramallah was again
declared awar zone, andforeign cor-
respondentswere expelled or seized.
The London Sunday Telegraph that
day reportedthat | srael will force Ar-
afat into exile after the next major
suicide bombing.

Inan op-ed published inthe June
9 New York Times, Sharon vowed
that Israel will never accept its pre-
1967 borders under any circum-
stance, and claimed that “only avic-
tory inthewar on terrorismwill pro-
vide a new diplomatic basis for a
stable Mideast peace.” Thus he
seized on the “perpetual war” doc-
trine of the Clash of Civilizations
faction in the United States, which
is more and more dominant over the
administration. Sharonand hisLikud
party extremists define“victory over
terrorism’—as does that Anglo-
American faction—asincluding war
and/or coupsagainst the governmentsof Syria, Irag, and Iran,
at minimum.

Thus, for the forces President Bush is now encouraging,
continuously spreading Mideast war isthe “basisfor astable
Mideast peace.”

Bush's al-embracing statement on the invasions of the
Palestinian territories—" |sragl hasaright to defend itself"—
also matches Sharon’s formulation, “ Security [for Isragl] is
theprerequisiteof peace.” But* security” under Sharon’srule,
clearly not yet attained, hasbeen paid for with thelives of 500
Israeli civilians killed since he became Prime Minister 18
months ago—more than one civilian death per day—not to
speak of the Isragli reservists and soldierskilled.

Irreconcilable Breach With Arabs

In fact, President Bush’s current non-policy, leading to
certain spreading war, looks for the support not of American
Jewsor Israglis, but of theextreme* Christian Zionist” funda-
mentalist groupsin the United States which are blackmailing
him around the 2002 Congressional and other races in the
mid-term elections. InIsragl, the peace forcesare growingin
size and activity, despite widespread “wartime approval” of
Sharonamong thepopulation (see“Israel’ sBeilin FormsNew
Movement,” EIR, June 14, 2002). The morerational position
among American Jewswas forcefully represented in the June
13 New York Times by New Y ork Council on Foreign Rela-
tions senior fellow Henry Siegman, the son of refugees from
Nazi Germany, who wrote that what he went through as a
child enables him now to understand what it is like to be a
Palestinianliving under Isragl’ sillegal and brutal occupation.
“Thisdoesnot excuse suicide bombings,” said Siegman, “ but
theway Israel dealswith these outragesis suspect, aslong as

EIR June 21, 2002

Unprepared with any policy for peace, President Bush agreed to Israeli Prime Minister
Sharon’ sdisastrous war policy, after Bush had rebuffed Egyptian President Mubarak’s
attempt for peace.

they areexpl oited to extend the occupation and enlarge | sraeli
settlements.” Hedoesnot look “to the[current] political lead-
ersof Israel, many of whom are Jewishly illiterate, to define
for me the meaning of Jewish identity or solidarity.”

It has been evident since the very large April “dueling
demonstrations’ in Washington, and pollstaken at that time,
that there is very considerable opposition to Sharon among
Americans, definitely including American Jews; and that by
pushing Sharonforwardin order to please* Christian Zionist”
voters, Bush is making a political mistake.

But far more serious are the strategic mistakes involved.
The President is unleashing the golem of perpetual war inthe
Mideast. The breach between the United States government
and the Arab nations' leading representatives, after the Mu-
barak and Sharon trips to Washington, now appearsvirtually
irreconcilable. Colin Powell’ s attempt to disguise the breach
with an Al Hayat interview June 12, in which he mooted an
imaginary “provisional Palestinian state,” was rejected out
of hand the next day by Egyptian Foreign Minister Ahmed
Maher. From the Arab nations standpoint, a Summer of
spreading wars and destabilizations looms in the wake of
Bush’s mistakes.

President Bush hasannounced that heispreparing amajor
Mideast policy pronouncement, following hisweeks of meet-
ingswith Araband | sragli leaders. That speech could bedeliv-
ered before the end of June. The only way for Bush to get out
of the Mideast quagmire he has helped creste, isto embrace,
fully, theplanfor genuineMideast peace, based onlarge-scale
cooperative economic development projects, spelled out by
Lyndon LaRouche. If, and only if, Bush goes with the
LaRouche “Oasis Plan,” can the Mideast be brought back
from the brink of war, even at thislate date.
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At Abu Dhabi, Dialogue
Of Civilizations
by Our Special Correspondent

Speaking to an audience of high-ranking paliticians, diplo-
mats, and mediarepresentatives from the Arab world, Helga
Zepp-LaRouche delivered alecture at the Zayed Centre for
Coordination and Follow-Up, in Abu Dhabi, United Arab
Emirates, on June 3, the day after Lyndon LaRouche’ sstrate-
gic address there (see EIR, June 14, 2002). Zepp-LaRouche
discussed the need to launch a dial ogue of cultures, to defeat
the dangerous scenario of religious wars. She opened her
remarks, by emphasizing the difference in media coverage,
between Arab and Western outlets, regarding I srael’ saggres-
sion against the Palestinian people. Particularly, inthe United
States, this terrible reality is almost completely suppressed,
shesaid.

Sincethe eventsof Sept. 11, thewar against Afghanistan,
and the escalation in the Middle East, followed recently by
the conflict between Pakistan and India, the “ Clash of Civili-
zations’ promoted by Harvard ideol ogue Samuel Huntington
has unfortunately become areality in the whole of South and
West Asia, and ascenario which the practical policy thrust of
the United States follows. Huntington’s basic thesis is that
there are no common features among thegreat world civiliza-
tions—Christianity, Judaism, Islam, Hinduism, Buddhism,
or Confucianism—and that, therefore, conflict among them
isinevitable.

This proves only, Zepp-LaRouche told the Arab |eaders,
that Huntington has not the slightest understanding of any of
these cultures. Instead, what lurks behind histhesisisthe old
colonialist trick of “divide and conquer.”

‘Peace of Westphalia' in Mideast

Zepp-LaRoucheasserted the need for countering thisidea
and policy, by reaching into the past, and finding precedents
to overcomereligiouswarfare. Most important of these, isthe
Peace of Westphalia, which ended the European religious
wars of the 16th and 17th Centuries.

In order to establish a dialogue among cultures, and pre-
vent wars, Zepp-LaRouchedrew on the example provided by
the great Cardinal Nicholas of Cusa, who responded to the
fall of Constantinople in 1453, with a work, De Pace Fide
(On the Peace of Faith). In it, Cusa elaborated a dialogue
among religious leaders and philosophers, through which the
higher principle of Unity, the One, prevailsover theprinciple
of Multiplicity, the Many. Such an approach, she said, to-
gether with Cusa’ smethod of the* coincidence of opposites,”
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Helga Zepp-LaRouche speaks
on civilizational dialogueto
the Zayed Centre's
conference on “ The Role of
Oil and Gasin World
Politics,” June 3.

is what provides a way out of the political problems now
plaguing the region.

To illustrate this dialogue of cultures through history,
Zepp-LaRouche identified the common, universal principles
in ancient China, Egypt, India, and Mesopotamia, then
through the Greek Classical period, into Christian civiliza-
tion, followed by Islam. Among the highpoints of the dia-
logue, she singled out the rel ationship between Charlemagne
and the Caliphs of Baghdad, Haroun al-Rashid and a-Ma-
moun, whose work, especially in trandlations, helped Europe
rediscover the Classical works of the Greeks.

Addressing the current situation, she appealed to leaders
of the Arab amd |slamicworld to makethe Abbasid dynasty’ s
(750-1254 A.D.) greatness, a model to be replicated. She
stressed the importance of the contribution made by Islamic
Spain, Andalusia, which was a bridge between Abbasid cul-
ture and Europe.

These examples demonstrated that the dialogue of cul-
turesisindeed areality, absolutely self-evident in thousands
of yearsof human history, during which thetorch of progress
has been carried by first one, then another culture.

Zepp-LaRouche stressed that today, however, mankindis
sitting all together in one boat. Whereas in earlier epochs,
the collapse of one civilization was paralleled by the rise of
another elsewhere in the world, today civilization asawhole
isthreatened. Either mankind succeedsin finding a solution,
or itwill plungeinto adark age.

Thus, to avoid the threat of a Clash of Civilizationsand a
“Hundred Y earsWar,” assome have predicted, itisurgent to
revive the best tradition of every culture, and to engage in a
dialoguefrom that standpoint. Zepp-L aRouche expressed her
confidencethat through such adial ogue—engaging the noble
ideas of aPlato, an al-Farabi, a-Kindi, Confucius, Ibn Sina,
Nicholasof Cusa, and so many others(in comparisontowhom
Huntington isan intellectual dwarf)—the participants would
be elevated to the point of greater wisdom and good will.

The fact that Zepp-LaRouche carried out this discussion
at theleading intellectual center inthe United Arab Emirates,
was emblematic of the dialogue of cultures, aready in
process.
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India-Pakistan Tension
Reduced, But Threat
Of War Remains

by Ramtanu Maitra

Tension between India and Pakistan rose sharply following
the Almaty Conference on I nteraction and Confidence-Build-
ing Measures in Asia (CICA), held on June 3-4 (see last
week’s issue). At Almaty, Pakistani President Gen. Pervez
Musharraf and Indian Prime Minister Atal Behari Vajpayee
met the Russian and Chinese heads of state, but refused to
meet with each other. At that point, it scemed a war across
theLine of Control (LOC) inthedisputed state of Jammu and
Kashmir was ready to break out. The status quo along the
bordershinged on onething: 1slamabad’ scommitment to stop
cross-border terrorism, which, then, could be verified by a
suitable monitoring system placed along the LOC.

At Almaty, there was a search for a suitable monitoring
system. President Musharraf suggested that U.S. troops be
placed along the LOC to do the monitoring. Rejecting any
foreign troop presencein the disputed territory, Prime Minis-
ter Vajpayee suggested joint patrolling by Indian and Paki-
stani personnel. President Musharraf rejected the Indian pro-
posal, calling it “impractical .”

On June 5, U.S. Deputy Secretary of Defense Richard
Armitage arrived in Islamabad. He claimed that during his
talks with President Musharraf, he had received assurances
from the President that Pakistan would stop the cross-border
terrorism “permanently.” Armitage, armed with such an as-
surance from the Pakistani side, went to Indiato discuss the
monitoring system. It became evident that the LOC monitor-
ing cannot be done by ground troops. It must be done from
thesky, using radars, electronic eyes, satellites, and what-not.
The response from New Delhi was positive, but not warm
enough. All that that means, isthat no solution hasbeen found,
but New Delhi islistening to proposals from Washington to
solve the problem—the non-solution of which would other-
wiselead to war against Pakistan. At thiswriting, U.S. Secre-
tary of Defense Donald Rumsfeldisin Delhi, andisscheduled
to meet President Musharraf in Pakistan on June 13.

‘Very Small Beginning’

The Indian response has so far been confined to reopen-
ing its airspace to Pakistani overflights, removing five war-
ships from its western fleet in the Arabian Sea and returning
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them to its eastern fleet in the Bay of Bengal, and naming
a new ambassador to |slamabad to replace the envoy it
recalled six months ago. India had stopped Pakistani over-
flightsfollowing the terrorist attack on the Indian Parliament
on Dec. 13, and had moved the warships into the Arabian
Sea about four weeks ago to threaten Pakistan's only port,
Karachi.

The Indian responses have not impressed President
Musharraf. “It is a very small beginning. | am looking for
more action,” President Musharraf told reporters prior to his
departure for Abu Dhabi on June 10. It is unlikely that
New Delhi will do much under the circumstances to ease
war pressures,

What al this boils down to, is that there is little hope
of de-escalation, while almost a million troops face each
other along the LOC. Until the troops and the accessories
they harbor are removed, the war potential will remain high.
One salient point, however, isthat the monsoons will arrive
in the area within three weeks or so. When that occurs, all
military activities will cometo avirtual halt, till at least Oc-
tober.

While it is evident that the Indian Army is itching for
a short and limited war, New Delhi is also interested to
restore peace and stability in the Indian state of Jammu and
Kashmir quickly. The state is getting ready for elections for
itslegidative assembly in September. Because of thetension,
the elections will be watched carefully around the world,
and particularly in Pakistan. Free and fair elections would
enhance New Delhi’s image, and there is little doubt that
New Delhi will do its best to boost its image at this cru-
cial juncture.

In Pakistan, President Musharraf iscommitted to holding
general electionsin October. A war with Indiamay postpone
the schedule, but that may not help the Pakistani President.
There is a little doubt that the United States would lean
heavily on him to carry out the general elections and make
Washington look good.

On the other hand, if President Musharraf takes a “ soft”
position on Kashmir, his credibility among a large section
of Pakistan will bein tatters. Since he gained power through
a military coup in 1999, Musharraf has presented himself
as a leader who would stabilize Pakistan's economy and
bring back democratic government. Living up to al those
promises, particularly following the U.S. invasion of Af-
ghanistan and Pakistan’s role of playing second fiddle to
the American troops seeking out the Taliban and al-Qaeda,
is becoming increasingly difficult for President Musharraf.

Musharraf’sProblems

Armitage’ s claim that President Musharraf has promised
to stop cross-border terrorism “permanently” has added to
the Pakistani President’s woes domestically. A group of
hard-line clerics, retired Army generals, and outlawed mili-
tants representing 23 Islamic groups, rallied against Presi-
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dent Musharraf on June 11. They have urged him to withdraw
logistical and intelligence support given to the United States.
“Jihad in Kashmir will continue,” said former Army chief
Mirza Adam Beg. Genera Beg, who was Pakistan’s Army
chief in 1989, when insurgency grew multifold in the Indian-
held part of Kashmir, said, “No force on Earth can stop the
freedom movement” in Kashmir.

President Musharraf has already come under attack from
the Islamic clerics for alegedly “selling out” Kashmir.
Speaking to arally of aimost 10,000 people, Qazi Hussain
Ahmed, Emir of the Jamaat-e-Islami party, cautioned Presi-
dent Musharraf: “We will continue to cross the Line of
Control as the struggle for Kashmir’'s freedom continues.”
Now that the Pakistani Army has been ordered by President
Musharraf to stop the militants crossing over to the Indian
part of Jammu and Kashmir, relations between President
Musharraf and the pro-jihad faction within the Army will
also become tense.

Inaddition, itislikely that the United Stateswill intensify
pressure on Pakistan to round up some of the al-Qaeda and
Taliban leaders. Afghanistanisholding theloyajirga (Grand
Council of Elders) convention in Kabul, and it is certain that
Washington will stage-manage the appointment of Afghan
interim chairman Hamid Karzai as the leader for the next
15 months, at the end of which elections are to be held. The
United Statesdoes not want the al-Qaedaor Taliban |eftovers
to topple this arrangement. In order to ensure that, Washing-
ton will most certainly lean heavily on Musharraf.

Contradictory Viewsin Washington

The India-Pakistan confrontation has brought to thefore,
more vividly than ever, the contradiction within the Bush
Administration toward South Asia. One faction within the
administration, most notably represented by Secretary of
State Colin Powell, believes that it is essential to protect
Musharraf. Without him, the al-Qaeda and Taliban opera-
tives cannot be apprehended, they claim. In addition, Presi-
dent Musharraf, an Indian-born Muhgjir, is not a fundamen-
talist. Although he made peace with the fundamentalists in
his climb to the top, Musharraf is ready to work for U.S.
interests in the region, they point out.

The same faction also points out that to drag Musharraf
into the Kashmir issue to satisfy India' s demands, is a sure
prescription for weakening him. And, his weakening would
lead to non-attainment of American interestsin both Pakistan
and Afghanistan—the immediate focus of attention of this
faction.

The other group, most commonly identified under the
leadership of Vice President Richard Cheney, has adifferent
outlook. They view India as a long-term potential ally, one
that can add to American muscle in its “quest for peace and
stability” in Asia. They believe that by keeping India happy
and being tough on Pakistan, New Delhi can be brought
into the American way of looking at the vast continent of
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Asia. In other words, Indiacan beabulwark against a“rising
China’ in the future, this group points out.

It seems that it is the second group that is now very
much in charge of dealing with the India-Pakistan issue.
While the objective of this group is to ensure that Pakistan
stops cross-border terrorism, it haslittleinterest in pressuring
either side to resolve the Kashmir issue. While Secretary
Powell had once mentioned Kashmir as the “core issue” of
contention between India and Pakistan, the other group has
not indicated that it believes the same way.

New Delhi’s Objective

New Delhi is trying to reconfigure the crisis to its maxi-
mum advantage—politically and militarily. It has already
achieved significant success by forcing Musharraf to admit
to the Americansthat he wasinvolved, directly or indirectly,
in running the cross-border terrorists, and that he would stop
it. This also means that he is retreating from the age-old
dictum that there exist no Kashmiri terrorists, but only Kash-
miri freedom fighters.

New Delhi’s other objectiveisto seeto it that the cross-
border terrorism is really stopped. To ensure that, requires
surveillance technology which it does not own and cannot
acquire. It seemsthat New Delhi istrying to convince Secre-
tary Rumsfeld to part with the sophisticated surveillance
equipment. In arecent op-ed in the Washington Post, long-
time“Asiahand” Selig S. Harrison pointed out that “to have
a decisive impact, U.S. surveillance help would also have
to include sophisticated airborne radar scanners and night-
vision video cameras, such as the Lynx and Skyball systems
developed for the Predator aircraft that have proved so effec-
tive in Afghanistan.” He said that the supply of Predator
unmanned monitoring aircraft to India would require a
waiver of U.S. export restrictions.

He later added that if the U.S. surveillance system does
not deter the Pakistani-sponsored infiltration, the United
States could then escalate its help by leasing the Predator
aircraft to New Delhi and sharing the results of U.S. spy
satellite monitoring along the LOC. It is likely that the
United States would provide India the latest ground-based
monitoring equipment, developed for use along the U.S.-
Mexico border.

New Delhi islooking for more. New Delhi claims that
about 70-75 guerrilla camps exist within the Pakistan-held
part of Jammu and Kashmir, and insists that these should
be dismantled. Washington does not quite agree with the
numbers, but admits that a large number of terrorist training
camps are in the area. But, what the United States has not
agreed to, isthe exigency of removing these camps. It would
like to remove them, but such a step would have to follow
the Indian de-escalation of troops from the border. Pakistan,
on the other hand, claims that Indiais raising the bar and is
not keen to lower tensions. Thisiswhy President Musharraf
remains unimpressed with the gesturesIndiahasmade so far.
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Anglo-Americans Move To Impose Their
‘Utopian’ Military Strategy Over Asia

by Mike Billington

An “Asian Wehrkunde Conference” has been launched,
aimedtoimpose Anglo-Americanmilitary strategy upon Asia
as the annual “Wehrkunde” international security meetings
of leading Western defenseofficial sand strategistsin Munich,
haveimposed it upon Europe. The premiere conference, held
in Singaporeontheweekend of May 31-June2, wastheunfor-
tunate venue for an outburst of “utopian,” imperial military
strategy, led by U.S. Deputy Defense Secretary Paul Wolfo-
witz, and aimed against the sovereignty of the Association of
Southeast Asian Nations (ASEAN) countries.

The International Institute for Strategic Studies (11SS),
one of Britain's foremost strategic think-tank, initiated what
is to become a yearly event in Singapore. The conference
was attended by defense ministers and military experts from
across Asia, the United States, the United Kingdom, Canada,
and France. Although the presentations and discussionswere
generaly closed to the press, the purpose of the new “II1SS
Asia Security Conference,” and other institutions which are
intended to be set in motion as aresult, came through clearly
in the reports and articles published after the conference.

Theaimistoreplaceor restructuretheonly existing Asian
institution dedi cated to defense matters, the ASEAN Regional
Forum (ARF). The problem with the ARF, in the eyes of the
Anglo-American utopians currently driving the world to-
wardsastate of perpetual warfare, liesinthefact that the ARF
is too imbued with the tradition of non-interference in the
sovereign affairs of fellow nations, apolicy which has served
as the bedrock of ASEAN in particular. The sovereignty of
the nation-state has no place in the utopians’ new imperium,
defined by the” war onterrorism” andthe supranational power
of the International Monetary System (IMF).

ASEAN Denounced as‘ Talk Shop’

This was expressed directly by conference participant
Paul Dibb, head of the Strategic and Defense Studies Centre
at the Australian National University, in aJune 5 columnin
the The Australian. The problem with the ARF, Dibb wrote,
wasthat itisrun by foreign ministers, not the defensecommu-
nity, and hasrefused tointerferein* conflict resolution” situa-
tions, “aswe saw in the East Timor crisis, when the UN had
to intervene. ... The ARF has stalled, it has become little
more than a diplomatic talk shop.”

Barry Desker, director of the Singapore Institute of De-
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fense and Strategic Studies, wrote in the June 5 New Sraits
Times, that ARF was “underdevel oped, and had to enhance
co-operative security, building mutual confidence, engaging
in preventive diplomacy, and developing mechanisms for
conflict prevention and resolution.”

Dibb aso commended the Japanese Minister of Defense,
Gen Nakatani, for proposing at the conference the creation of
a“regular multilateral security framework of defenseauthori-
ties, under the name of the Asia-Pacific Defense Ministeria
Meeting,” aproposal which will certainly worry other Asian
countrieswhich are already concerned about Japan’ smilitary
expansion under the guise of support for the U.S. war on ter-
rorism.

ThelISS official summary of the conference also praised
this Japanese proposal, adding: “In time, dedicated action
unitsmight beestablished to carry out joint tasksin areassuch
as peacekeeping, anti-narcotics and anti-terrorism efforts.”
Nakatani argued that “U.S. security presencein Asia, which
was vital to Japanese and regional security, would not be
undermined or prejudiced by such initiatives.” It would be
well to ask, what about prejudice to Asian security interests
and national sovereignty?

U.S Defense Secretary Donald Rumsfeld with Singapore Senior
Minister Lee Kuan Yew, entering the Pentagon in May. Leeisthe
Asian leader most involved in the attempt to spread the Anglo-
American “ Hundred Years War against terrorism” asan Asian
military doctrine.

International 35



ARFis primarily an Asian institution, with Western par-
ticipation. In fact, the Western participants in ARF have re-
peatedly regquested that they be included in the rotation for
the chairmanship, but the ASEAN leaders have refused. The
proposed new |1 SSframework for Asian security, ontheother
hand, isclearly intended to bedominated by the Anglo-Amer-
ican-Commonwealth countries, which also dominated the
Singapore conference.

Wolfowitzand LeeKuan Yew

The keynote presentations were by the Pentagon’s Paul
Wolfowitz and Singapore Senior Minister Lee Kuan Yew.
Wolfowitz, wholeadsthewar factionwithintheBush Admin-
istration, and has a specia interest in Asia, told a June 5
Hoover Institution audience that the 11SS had approached
Defense Secretary Donald Rumsfeld and himself to cooperate
in building the conference, and making it permanent. Asia,
Wolfowitz said, does not have “the kinds of institutions that
grew up during the Cold War in Europe, particularly NATO,
and the structures related to NATO.” The fact that the East
Asianregionisnow peaceful “will be challenged in the com-
ing decades, becausethe great economic growth of East Asia,
particularly the extraordinary economic growth of China, are
going to pose challenges.”

Wolfowitz, reflecting his preoccupation with maintaining
U.S. preeminence as the world’s “only superpower,” called
hisconference speech “ The Gathering Storm,” borrowing the
phrasefrom Winston Churchill. He said thiswas appropriate,
because “this evil of terrorism that has grown up in theworld
inaparticularly massivescaleover thelast tenyears, threatens
some of the same kinds of evil and destruction that fascism
and Nazism threatened nearly a century ago.”

Former Singapore Prime Minister Lee Kuan Yew's
speech described terrorists running loose across Southeast
Asia, with a particular focus on Indonesia. (Indonesian mili-
tary expert Dr. Salim Said recently told aWashington confer-
encethat Lee Kuan Y ew had so completely adopted the U.S.
line on the war on terrorism, that he was becoming known as
an American agent. Lee was formerly infamous as “the best
bloody Englishman east of the Suez!™)

Lee and Wolfowitz both repeated the mantra that “the
enemy isnot Islam,” but reveal ed their game by insisting that
theterroristsare all Islamic. The official 11SS summary also
refersrepeatedly to “religioudly inspired terrorism,” continu-
ing the subterfuge of blaming al terrorism on Osama bin
Laden and Islam.

TheChinalssue

Both Wolfowitz and Lee Kuan Yew emphasized that if
the conference had taken place before Sept. 11, the focus
would have been on China. Instead, China was treated with
kid gloves, amost paternalistically, and praised for their co-
operation in the war on terrorism—in keeping with ageneral
U.S. diplomatic “charm offensive” across Asiaover the past
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few months. Thisaimsat sidetracking mounting Asian oppo-
sition to the I sraeli assault on Palestine and the planned U.S.
war on Irag and/or other Arab nations.

However, the long-term perspective of surrounding and
confronting China, in keeping with the Samuel Huntington
“Clash of Civilizations’” gameplan for aWestern war against
Islam and Confucianism, was still on the agenda. The official
[1SS summary pointed to thefollowing i ssuesdiscussed at the
plenary discussions: “ Thedegreetowhich China straditional
opposition to military alliances might be reviewed, in the
light of the proven utility of such arrangementsin countering
international terrorism; the circumstances in which the PLA
[China’'s Peopl€e's Liberation Army] might deploy forcesto
take part in international counter-terrorism exercises; and
whether China's sense of strategic encirclement had been
heightened by factorssuch astheintensified U.S. engagement
in Southeast Asiaand Central Asiasince 11 September.”

China s representative to the conference was Mgj. Gen.
Zhan Maohai, the director of the Foreign Affairs Office at
the Ministry of National Defense. While his speech is not
available to EIR at press time, the |1SS summary indicates
that General Zhan focused on theimportance of China’s par-
ticipation in the Shanghai Cooperation Organization (SCO),
between China, Russia and four Central Asia Republics; and
in the ARF. General Zhan approached the problem of terror-
ism as a domestic issue, of upgrading the capacities of the
PLA.

The Anglo-American-Commonwealth scheme comesin
the context of recent discussions of a United States/Japan/
Australia military aliance. Japanese Prime Minister Juni-
chiro Koizumi visited Austraiain early May, where he and
Australian PrimeMinister John Howard agreed to such apact.
Such a scheme would significantly escalate the attempted
isolation of China, despitedenialsof suchintent from the par-
ticipants.

Koizumi has been campaigning for the past year to bring
the two “Anglo” Commonwealth states of Asia—Australia
and New Zealand—into the ASEAN+3 alliance (the ten na-
tions of ASEAN plus China, South Korea and Japan). These
proposals, military and economic, are directly aimed at dis-
rupting the developing, but fragile, unity of purpose of the
ASEAN+3 nations. To implement these schemes, Koizumi
appearswilling to abandon the Japanese constitutional restric-
tions on military capabilities and operations.

TheU.S.-based think-tank Stratfor pointed to the perspec-
tive that Japan and Australia “share a common bond as key
U.S. aliesinthe Asia-Pacific; Japanisthe northern anchor of
the U.S. defense system, and Austraia is the southern
anchor.”

Howard spoke to the U.S. Congress in Washington on
June 12, and is holding meetings with the leaders of the Bush
Administration. The special role of Australiaasthe “ sheriff”
for U.S. interestsin Asia—aterm John Howard himself used
afew years ago—will certainly be high on the agenda.
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Russian Symposium
Honors P. Kuznetsov

Some 70 scientists and representatives of scientific, political,
and military institutionsin Russia attended a May 30-June 1
symposium held in Moscow dedicated to the upcoming sec-
ond anniversary of the death of Pobisk Kuznetsov, known as
“the 20th-Century Russian Leonardo daVinci.” The sympo-
sium, on “New Technologies and the Globa Challenges for
Civilization,” continued an organizing and di scussion process
launched in December 2001, at a memorable Moscow event
that was addressed by L yndon LaRouche and hiswife, Helga.
Although he could not attend thistime, LaRouche' sideasand
influence were very much present at the event, both for their
crucia importance to the subject under discussion, and be-
cause of LaRouche's scientific friendship with Kuznetsov,
which has become amost alegend in Russia (see EIR, Dec.
28, 2001).

Participantsincluded scientistsand expertsfrom the Rus-
sian Ministry of Science and Industry, the Ministry of Educa-
tion, the State Duma and Federation Council, the National
Security Council, the Presidium and several Institutes of the
Russian Academy of Sciences, theRussian Academy of Natu-
ral Science, and leading veterans of the Russian space pro-
gram and military scientific research. Many in attendance had
been involved in one or more of the myriad projects directed
by Kuznetsov, from the design of life-support systems for
the Soviet manned space program, to a secret Soviet project
involving the application of tensor-based mathematical meth-
ods to the analysis of physical economy. Speakers included
Pavel V. Florensky, grandson of the famous Russian philoso-
pher and scientist who had been a collaborator of biogeoche-
mist Vladimir I. Vernadsky, whose work is often cited by
LaRouche.

To open the symposium’s deliberations, chairman Y uri
Gromyko read a poetic message of greeting from LaRouche
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(see below), focussing on the axiomatic follies of all the
world’s leading governments and institutions, and the need
for individuals today to assert the same defiantly truthful
attitude, as the little boy in “The Emperor’s New Clothes.”
The message elicited ajoyful response from the participants,
many of whom referred to LaRouche and his work during
the presentations and discussion sessions. Copies of atrans-
lation of LaRouche' s article on “The Legacy of Mendeleyev
and Vernadsky: The Spirit of Russia's Science,” written
for a conference on Vernadsky in November 2001, were
distributed to the attendees (see EIR, Dec. 7, 2001).

Breakthroughsin Science

The conference presentations covered an extraordinarily
wide range of topics of science, education, economics, and
politics, al subsumed under Vernadsky's concept of the
Noosphere and the life work of Pobisk Kuznetsov. Of partic-
ular interest were a number of papers pointing to potentially
revolutionary scientific and technological developments,
ranging from new forms of nuclear energy, aircraft based
on novel aerodynamic principles, high-temperature chemical
processes for production of hydrogen, super-high-density
biomass production in artificia environments, and the
principles of “spontaneous generation” of petroleum and
other raw materials by geological processes, to the role
of the Golden Section in modern chemistry and quan-
tum physics.

A central topic of discussion was how to organize actual
projects, to realize the tremendous untapped potential of al-
ready-existing advanced technol ogiesfor the devel opment of
Russiaand theworld asawhole. AsY uri Gromyko and others
emphasized, that task involves not only the mobilization of
resources, but above all achangein people’ sway of thinking.
That point wasunderlined, in adifferent way, by Florensky’s
biting refutation of the dogmas of so-called environmental-
ism, in hisremarks to the symposium.

LaRouche collaborator Jonathan Tennenbaum addressed
the event twice: first in the opening session, on the signifi-
cance of Kuznetsov's personality and work for rebuilding
today’ sdevastated world, and on therel ationship between the
lawful nature of scientific and technological progress as a
whole, and the sovereign nature of the individual creative
human mind; and later in a provocative presentation on
“Kepler versus Newton.” The second presentation focussed
on the fraud of the inductive-deductive method promoted by
Newton in his“Mathematical Principles of Natural Philoso-
phy,” asopposed to Kepler' s proof of the efficiency of physi-
cal principleslying above and beyond the reach of mathemat-
icsper se, and reflected in the actual harmonic ordering of the
solar system.

Tennenbaum’ s presentation led, among other things, to a
fruitful exchange on the proper use of tensors in physical
economy, asopposed to theincompetence of “ systemsanaly-
sis,” in measuring the impact of individual human cognition
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ontheeconomic processasawhole. Atissueisthe samepoint
that Carl Gauss made in refuting the incompetence of Euler
and Lagrange's formalist methods, by demonstrating the
physica principle underlying so-called “imaginary
numbers.”

Gromyko closed the conference, recalling LaRouche's
opening greeting and noting that the assembled audience rep-
resented anew kind of movement, with special qualifications
aswell asresponsibility to act in the world today.

How To Steer
A Sinking Ship
by Lyndon H. LaRouche, Jr.

This statement was delivered to the Moscow symposium on
LaRouche's behalf, by Schiller Institute scientific adviser
Jonathan Tennenbaum.

May 26, 2002
The ship sank, because the captain gave blind trust to the

ancient map he had been instructed to use. Is that not the
situation with most among thegovernmentsand | eading polit-

Pobisk Kuznetsov in April 1994, during a visit to Russia by Lyndon LaRouche, when the two first
met. Kuznetsov and LaRouche became fast friends, kindred spiritsin the investigation of the
science of physical economy and scientific breakthroughs generally.
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ical partiesof today’ sworld? Are governmentsnot controlled
by assumptions which have no provable scientific basis, but
which are accepted and followed as a matter of political au-
thority, diplomatic agreements, or simply wishful, but preva-
lent popular opinions?

Or, take the worse case, in which the sinking ship is al-
ready settling down, asit preparesto plungeto the depths. At
that point, a ship’s official rushes in, assuring the terrified
passengers that “ Those are just rumors. The ship is not sink-
ing. See!” he proclaims triumphantly, pointing to the stock-
market chart heisholding up for all to see, “there are no reefs
anywhere near this place!”

That isafair description of the condition of political |ead-
ership and official economic forecasters throughout most of
theworldtoday. Itisalsotheprevalent state of official science,
inwhich arbitrary political doctrines, not science, are treated
asif they were infallible principles of the universe. In place
of science, mathematicians and others design games, which
many people play with the obsessiveness of a compulsive
gambler, who has gambled for three days without sleep, and
is about to stake his life on one final throw of a pair of
crooked dice.

Around most of the world today, there is a sea of such
madness. Theworldisat thefag end of asystem by which we
have been ruled for much too long. Itisaworldinwhichitis
usually said, “Thereis no truth, but only opinion.” A world
in which it is often said, “But, you can not go against popu-
lar opinion.”

There is a famous story, by Denmark’s beloved Hans
Christian Andersen, about “The
Emperor’s New Suit of Clothes.”
In that story, a pair of swindlers
persuade thefoolish Emperor and
his advisersthat the swindlersare
crafting a wonderful suit of
clothes for him. The clothes are,
infact, nonexistent, but the desire
to believe is very strong, among
the Emperor, hisadvisers, and the
population of that city. So, on the
appointed day, the Emperor steps
forth from his palace to display
his wonderful clothes to the ad-
miring crowds of subjects stand-
ing at the sides of the streets. Al
goeswell, until alittleboy’ svoice
penetrates the awesome stillness:
“But, Daddy, he has nothing on!”

Weneedthevoiceof that little
boy today. Perhaps, some of us
should create that voice, avoice,
as of an innocent child’s, to be
heard around most of thewaiting,
suffering world.
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Golden Farce: Windsor
Cuckoo Clock Ticks On

by Alan Clayton

Therearefew eventsthat more starkly emphasize the disunity
of the United Kingdom than royal events, such as the stage-
managed international spectacular of the Queen’ s Golden Ju-
bilee, commemorating 50 years on the throne.

The Scottish writer Tom Nairn, who gave the United
Kingdom the derisory name of “Ukania,” and who authored
such powerful examinations of the Windsor state, and Wind-
sor power and influence, as The Enchanted Glass, and After
Britain, issued a public warning to republicans and national -
iststo havetheir “crosses and silver bullets at the ready.”

The tinsel, the Union flags, the mugshot tea and coffee
mugs, and all the paraphernalia of the Windsor state have
been freely distributed through schools, supermarkets, gas
stations, and even at church services, at enormous public ex-
pense. It has all been to little or no avail in Scotland, where
the two weeks of celebrations started.

At the opening service for the Queen’s Scottish visit, for
example, the crowd outside Glasgow Cathedral during the
“Service of Thanksgiving,” waiting for an awe-inspiring
glimpse at Britannia sHoly Family, consisted not of 25,000,
2,500 or even 250, but the daunting number of 25, and even
that consisting substantially of kids whom some local wag
had convinced that Her Majesty was going to throw gold
coinsinto the crowd when departing the Service. There were
slightly more peoplein Glasgow’ s George Square later inthe
day, perhaps about 2,500, but that must be held in contrast to
the 250,000 who came out in Glasgow when the same Eliza-
beth visited the city after her coronation in 1953.

Onthevery day of the* million subject march” inLondon,
while the Concorde and the Red Arrows flew overhead and
thewhol e publicly financed spectacular was under way, there
were riots, shootings, and deaths in that other restless part
part of Ukania, Northern Ireland. This was well air-brushed
off the front pages, lest anyone—particularly the Americans,
who obligingly lit up the Empire State Building, to the cha-
grin, it must be said, of republicans on Manhattan |sland—
for one moment were to imagine the al the Queen’s horses
and all the Queen’smen could not put Ukaniatogether again.

It was al very different 50 years ago, when the young
Elizabeth, on “holiday” (how that word, so unfamiliar to
Americans, hangs in total comfort with “Windsor,” since
much of their life is a permanent vacation) in South Africa,
was informed of the death of her father. One of her close
friendsgave her an embrace of sympathy; then asif to empha-
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Fifty years of a mad Queen in Cloud-Cuckoo Land is about enough
for some people—especially in Scotland.

size the absurd feudal pantomime of royalty, knelt down be-
fore her and kissed her hand, as she was now Queen.

She came to the throne amidst medieval pageantry in a
Britain utterly exhausted by war, and before a population
demoralised by its aftermath, particularly continuing food
rationing. Her reign was said to be the “new Elizabethan
age” —areferenceto thefirst Elizabeth of England, Elizabeth
Tudor. However, it wastherealready that theinternal tensions
which will in the end destroy Ukania quickly emerged, for
her crowning as “Elizabeth 1" enraged many Scots. There
had never been amonarch of that name sincethe Union of the
English and Scottish Crownsin 1603.

What the RoyalsKnow How To Do

So, what wasiit al about? Even living in Scotland it was
hard to escape the Golden Jubilee extravaganza. There were
Prince Charles and Andrew, winking at each other laddishly
at the bare flesh and erotic imagery of the carnival that took
over the Mall. There was David Dimbleby doing a passable
imitation of the Duke of Edinburgh at his most blimpish: “I
say, what asight. . . . What are those chapsthere doing? They
seem to be wearing onions on their heads’ Onions! They
were minarets. The dress was meant to symbolise Britain's
Islamic community.

It hasto be said that the Royals do thiskind of thing very
well, or at least, the palace impresarios do. Thistheme of the
multi-ethnic British family was a powerful one, even though
itishard to imagine theroyal family ever becoming a part of
it. Could a Royal marry ablack or Asian? The case of Lady
Diana springsto mind in answer to that one. Thisisthe same
family, after all, which once held one-quarter of the world,
and Africa and India especially, under military subjugation.
Yet here, only a century after the death of Queen Victoria,
Empress of India, were the Royals being entertained by a
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carnival which in so many words said: “Look, this is our
country now. We have taken over your old white Britain and
turned it into agorgeousfestival of colour and race.”

They nearly lost it in another sense entirely after the death
of Diana in the “accident” in Paris in 1997. The Queen’'s
refusal to accord Diana, Princess of Wales, full roya dignity
in her lying in state, plus the funeral diatribe of Diana's
brother, nearly unleashed a latent republicanism among
Eastenders’ Britain. If thiswas supposed to be theideal fam-
ily, embodying the norms and values of the nation, then we
didn’t want it. Theroyal family seemed like dessicated proto-
col junkies, tight-lipped and tight-assed, who couldn’ t loosen
up to express their grief. They survived al that, of course,
thanks in no small part to Tony Blair, and the Labour spin
machine, which was put at the Royals' disposal.

TheJubileehasbought alittletimefor theHouse of Wind-
sor, yet despite the mammoth pantomime, the fault lines in
theroyal family arebigger thanever. Theformer Tory Foreign
Secretary, Douglas Hurd, who got to know the Queen very
well when he was a cabinet minister, has commented that
Elizabeth’ s“ constitutional machinery” isintip-top shape, but
her “ emotional machinery” isalmost entirely out of order. The
monarchy, not some inbuilt defect, had made her this way.

Lord Charteris, Elizabeth’'s former private secretary (a
manwho spent every working day with her for over adecade),
said that the key to the Queen’ scharacter isthat sheis“ afraid
of her emotions.” This, he confirms, is a product of her job.
Oneof her most senior ladies-in-waiting told Daily Telegraph
journalist Graham Turner that “the Queen does not like emo-
tion, and for very good reasons.” Shewent on to explain that,
if you showed your emotions, this might spill over into your
constitutional role. So, as Hurd, who accompanied Elizabeth
on many state visits, explains: “ She has almost trained feel-
ings out of herself.”

We can reasonably conclude that thisis an inhuman and
cruel job that should go the way of child chimney-sweeps. It
should be abolished to preserve the mental health of thosein-
volved.

Theinstitution of monarchy directly turned Elizabeth into
abad mother. As Anthony Jay, who scripted the documentary
“Elizabeth R,” explains: “She’s one of those people who is
deeply unemotional. . . . For people who are emotionally de-
tached in that way, institutions become more important than
families. The Queen’ s children were handed over to nannies,
and akind of emotional cauterisation took place. Something
was sedled off very early. For her, that is a strength. If she
were emotionally involved, she couldn’t do her job.”

Some would argue that her job is some compensation.
Whileit istrue that she enjoys considerable and real powers,
former leader of theL abour Party Neil Kinnock, who asleader
of the opposition for over a decade saw Elizabeth’s work at
close hand, gives a sense of how mind-numbingly boring
thiswork is. He observed that “the great skill the Queen has
acquired over the years is to use the word ‘fascinating’ in
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about five different tones. What she's developed over the
yearsisthetechniqueof giving evidenceof really rapt interest
and attention, whilst at the same time being able to slip her
mind into neutral.”

It is a miserable existence. Too emotionally crippled to
form relationships with her own children, too infused with
thearid notion of “duty” to question amarriagethat iswidely
believed to be unsatisfactory, too humbed with boredom to
rebel. Looking at Elizabeth Windsor during her Golden Jubi-
lee celebrations, onefeel sneither pride, nor even red-blooded
republican hatred, but pity.

TheWorld GoesOn

The Ukanian Cloud-Cuckoo Land got through the week
wondering if the Wizard of Oz or some such creature would
take away the world which threatened itsfairyland. However
little can take away from the fact that thereisan international
crisis, a mobilisation of armies, a deployment of nuclear
weapons, atesting of missiles. Please remain calm, however,
a British foreign secretary will be aong in a minute. Like
Robin Cook before him, Jack Straw traverses the globe, beg-
ging for peace and goodwill between men. Tony Blair de-
mands that India and Pakistan “ pause and reflect.” One mar-
velsat the politenesswithwhich thisisreceived, and wonders
what reception would be given to an Indian minister who
jetted into London and Dublin to “assist” with Ulster, orto a
Pakistani minister who told Mr. Blair to “ pause and reflect”
before bombing Belgrade. The Ukanian Cloud-Cuckoo Land
and its mad Queen sometimes seem too unreal to be even
vaguely true.

If British ministers fancy themselves as peacemakers,
they should start in London, not in Delhi or 1slamabad. In
2000 alone, they approved nearly 700 export licensesto India
and Pakistan, worth £64 million. For several months, they
have been hustling to complete adeal to sell 66 Hawk fighter-
bombersto Indiaat acost of £1 billion. Reportsthat, in view
of the present crisis, the deal had been stopped, proved to
be premature.

We are told that if we do not sell arms, other people will
do so—an argument that, if taken to its logical conclusion,
would lead ministers to sell their children into prostitution.
Britain, after the United States, isthe world’ s second-largest
arms supplier, and its customersinclude Sierra Leone, Indo-
nesia, Angola, Zimbabwe, Turkey, China, Saudi Arabia, Is-
rael, and that well-known member of the axis of evil, Iran.
There can be no guarantee that weapons sold elsewhere do
not eventually find their way to Irag. Nor can there be any
guarantee that even the defensive armswe sell do not, in the
weasel words of the EU code of conduct, “ provokeor prolong
armed conflict.”

Theugly reality of the British state continues beneath the
thin fagade of monarchy. Indeed, it isthe Windsor monarchy
that is its essence. Despite the Golden Jubilee, the cuckoo
clock ticks faster than ever for the House of Windsor.
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Interview: Peter Kearney

Against the ‘Eftective Silencing
Of the U.S. Catholic Church’

Peter Kearney isthe Director of the Catholic Media Office of
the Bishops Conference of Scotland, in Glasgow. In 2000, he
ran unsuccessfully for Deputy Leader of the Scottish National
Party. He aroused controversy at that time when he gave an
interview to EIR, in which, among other things, he backed
Lyndon LaRouche's proposal for a “ New Bretton Woods’

monetary systemas hel ping provide aframework for aviable
independencefor Scotland (see EIR, Aug. 25, 2000). On June
7, 2002, Kearney responded to questions submitted by Mark
Burdman.

EIR: If onefollowsthe American media, or BBC, thesedays,
one of the biggest storiesisthe so-called “ Catholic sex scan-
dal,” or “pedophile priests scandal.” The mood about this
has become so intense in America, that Boston's Cardinal
Bernard Law livesin a virtual state of siege at his home, a
Catholic priest in Baltimore has been shot by aclaimed “vic-
tim of sex abuse,” another priest committed suicide, and so
on. Can you give us some idea, what you think isreally in-
volved in thisuproar?

Kearney: | should begin by pointing out that as | work for
the Bishops Conference of Scotland, | can only speak for the
Catholic Churchin Scotland. Having said that, asaconcerned
Catholic and someone outsidethe U.S.A., | do have personal
views on the subject. It seems to me that amedia frenzy and
talk of “pedophile priests’ has obscured thereality of what is
a very rea problem for the Catholic Church in the United
States, namely, homosexuality among the clergy.

It isworth quoting from arecent article on the subject in
the Catholic Herald by John Haldane, who is Royden Davis
Professor of Humanities at Georgetown University and Pro-
fessor of Philosophy in the University of St. Andrews. He
summarizes the situation accurately, when he writes: “It is
common to read that the matter of priestly and religiousabuse
isnot agay issue but one of pedophilia. Thisisunconvincing.
Most of the cases of sexual vice among clergy involve homo-
sexual approaches and acts involving teenage boys. There
have been cases of heterosexual pedophilia but the major
problem is homosexual [behavior] and even this seemsto be
amatter of clergy taking opportunities with adolescent boys
because of lesser risk of exposure than might be posed by
soliciting adults. This is one reason why activists are keen
that sexual vice not be deemed a gay issue: They hope for
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acceptance of homosexual activity among religious [i.e.,
those who havetaken vows] and don’t want that imperiled by
widespread repugnance at what is now being revealed.”

M eantime, the supporters of married priests and the ordi-
nation of women, as well as dozens of self-styled “experts,”
blame abuse on celibacy. This superficial conclusion fliesin
the face of reality. Most pedophiles are married men; being a
priest doesn’t make a man a pedophile, but the priesthood as
a trusted profession that can give access to children, may
attract those with such an inclination. Forces at odds with the
teachings of the Catholic Church are clearly trying to use the
present situation to their own narrow advantage.

EIR: Inaninternational webcast on May 1, our editor Lyn-
don LaRouche, a U.S. Presidential pre-candidate, stated his
view that this“sex scandal” issue smells of aclassic political
operation, with theaim of silencing the Catholic Church, par-
ticularly in the United States, at atime of great political and
socia conflict, typified by the recent Israeli siege of the
Church of the Nativity in Bethlehem. He pointed out, that
Cardinal Law would be the natural spokesman, in America,
onissuespertaining to the Middle East. What isyour reaction
to LaRouche’ s assessment?

Kearney: Thereisabsolutely no doubtin my ownmind, that
asideeffect of therecent “revelations’ has been the effective
silencing of the Catholic Churchin U.S. public debates. Many
members of the American hierarchy now feel that they can't
challenge society about its values and policies. As a result,
the voice of Catholicism isgrowing weaker.

EIR: One of the key features of the terrible events of Sept.
11, isthat the hegemonic policy grouping in Washington has
exploited these events to unleash what they call a “Clash
of Civilizations,” beginning with a campaign by “the West”
against thelslamicnations. This" Clash of Civilizations’ con-
cept was formally elaborated by Harvard University Prof.
Samuel Huntington. The recent siegein Bethlehem extended
that clash to include targetting Christianity. Do you see this
strategy as a factor in why the “Catholic sex scandal” has
become such agigantic issue?

Kearney: The current comprehensive “neutering” of anor-
mally powerful and influential U.S. Catholic voice may sim-
ply be coincidental, though | accept that the present situation
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doesindeed servethe purposes of those who would end inter-
faith dialogue and pitch Christianity against Islamin an apoc-
alyptic struggle.

EIR: Hasthe Catholic Churchin Scotland been silenced on
Middle East issues, or have there been initiatives taken, that
are not reported by the “reputable” media?

Kearney: Initiativeshavebeentakenwhich havebeengiven
little or no coverage in the secular press. On April 8, Bishop
John Mone, President of the Scottish Catholic International
Aid Agency (SCIAF), spoke out onthe crisisin the Mideast.
Hesaid, “ Theviolent and frightening eventsinthe Holy Land
are truly shocking. It is imperative that the leaders of both
communities renounce any hope of achieving their aims by
violence and commit themselves to dialogue as the true way
to peace.

“It is imperative also that the international community
redoubleits efforts to assist in this search for ajust peacein
line with United Nations Security Council Resolutions 1397
and 1402. Any settlement must recognize both the rights of
the Palestiniansto livein astate of their own, freefrom domi-
nation and military repression, and theright of Israel to peace
and security. Violence will only lead to more violence, and,
asisoftenthecase, itisthemost vulnerable groupsin society,
especially women and children, who suffer.”

ThenonApril 15,inajoint statement i ssued by Scotland’ s
Catholic Bishops, the following comments were made: “The
Bishops Conference of Scotland joins al those around the
world who can only look on with horror at eventsunravelling
inlsrael and Palestine. Not without reason istheregion called
TheHoly Land. It issacred to the three great traditions of the
Children of Abraham who are now locked in conflict.

“Theviolencenow seemsto havealifeof itsown, whether
the desperate fanaticism of suicide bombers or the fearful
oppression of the modern military machine. This living vio-
lence begets itself, bringing death and suffering for many
without any sign of resolution. It seemspointlessto plead and
perhaps too easy to condemn from a distance. But at some
point, normal life must begin again; Israeli and Palestinian
must co-exist.

“We can only express our earnest hope that the violence
should cease. We send our prayersand sympathiesto all those
who suffer and grieve. In the name of that God we al revere
as a God of Peace, we implore those involved to search for
constructive and reconciling ways of true peace, which can
never come through violence.

“In union with Pope John Paul |1, we ask all people of
good will in Scotland to unitein prayersfor peaceat thistime,
inan hour that is so seriousfor the whole of humanity. Inthis
way amessage of stable and|asting peace may reach that land
that isdear to thefaithful of thethreemonotheistic religions.”

In both casesthe full text of the statementswere released
to the press in this country and were comprehensively ig-
nored. | even received complaintsfrom Catholicsin Scotland
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asking why our bishops weren’t speaking out on the conflict
and had to reassure them that they had indeed addressed the
situation, but the media had chosen to ignore their action!

EIR: What is your view of how the “sex scandal issue”
would best be resolved, or laid to rest?

Kearney: Theissueof clerica homosexuality must be dealt
with; again | quote from Professor Haldane who concludes:
“Inmany casesitistoolate, and only heroic corrective efforts
assisted by gracewill enableindividualsto curtail their active
proclivities. Their superiors, some of whom may themselves
be in the same moral danger, need to encourage asceticism,
toinsist uponitin the seminaries and to require the departure
of those who are unable or unwilling to take the necessary
measures, either as staff or students. One reason for reluc-
tance, additional to possible compromise and fear of contro-
versy, isthe concern over the perilously low number of voca
tions. It is hard to predict outcomes, but | suspect that a
determined treatment of the issue of sexua disposition—ho-
mosexual and heterosexual—with effective ascetical train-
ing, would in fact makethe priesthood and religiouslifemore
attractive to those of well-ordered sexual character. One
might also hopethat asit became known that having had this
problem the Church had dealt with it, the priesthood might
again enjoy the prestige that once gave it akind of nobility.
At any rate no good outcome can be hoped for until this
painful nettle has been grasped.”

| can only agree with this assessment.

EIR: Mr. LaRouche's wife, Helga Zepp-LaRouche,
founder of the Schiller Institute and a candidate for Chancel-
lor in the September 2002 German national elections, has
put forward an initiative for a “Dialogue of Religions and
Cultures,” as a response to the Huntington scenario. What
is your assessment of the value and necessity of such a
proposa at this time?

Kearney: Inter-faith dialogue is certainly essential. Ever
since the events of last September, the Pope has condemned
terrorism and has, with his universally recognized moral au-
thority, urged everyoneto choose peace, justice, and forgive-
ness. He summoned Catholicsto a Day of Fasting and Prayer
for the sake of peace—undertaken on 14 December last year.
Then he invited the representatives of the world religions to
make a pilgrimage of prayer to the City of Assisi, saying, “I
wish to announcethat | intend to invite representatives of the
religions of the world to come to Assisi on 24 January 2002
topray for theend of conflict and the promotion of true peace,
and to come together, especially Christians and Muslims, to
declare before the world that religion must never become a
cause of conflict, hatred, and violence.” The Pope's call was
heeded, and over 100 representativesfrom morethan adozen
religions and denominations attended in a tangible demon-
stration of the importance of understanding and ongoing dia-
logue.
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Australia Dossier by Allen Douglas

D

Fascist LawsUp for Vote
zens Electoral Council chose to pedd|

And LaRouche' s associates have sponsored an advertisement untruths and fear in the community

g “ ; P : : rather than work constructively with
excoriating the proposed new “ anti-terrorist” legislation. the government” Wiliams com-

plained.
O The ad received wide coverage ir
n June 17, the Australian Parlia- plicity of the ostensible opposition, mostofthe nation’s major print media,
ment returns for two weeks, before a the ALP. This was followed by citand key regional press, and on Austr3
two-month break. The major item ontion of the key paragraph of Hitler's lian Broadcasting Corporation radio,
its agenda is a package of proposed Feb. 28, 1933 emergency ddbeeeation’s main radio station; calls
new ‘“anti-terrorist” laws, which which made him dictator of Germany, faxes, and e-mails poured into t
passed the House of Representatives using the excuse of the Nazi-rig¢fed’'s Melbourne headquarters i
on March 13, and now comes beforeReichstag fire. Then came the ad’s support. The ad was the culmin
the Senate. There are intense negotia- main feature, a petition signed byo20&n intense, two-month CEC-le
tions under way between the Liberal/fprominent Australians under the title  fightto stop the bills, including the gir-
National Party government of Prime “An Emergency Call to All Austrazulation of over one-half million CEC
Minister John Howard and the Austra-lians,” which said, “A point-by-point leaflets to Australia’s 19 million pofu-
lian Labor Party (ALP) opposition comparison of the Howard goveriation. They pointed to the global fi-
over the bills. But as originally drafted ment’s proposed new ‘anti-terror’leg- nancial crash—not “terrorism”™—
and passed by the House, the bills islation, with the Feb. 28, N&B3 the real driver for police states and
allowthe Attorney General: to ban anyverordnung (Emergency Decree) by  global “Clash of Civilizations,” pre-
organization he wishes, and jail its which Hitler consolidated his dicteisely as LaRouche forecastin his Jai.
members or supporters for 25 years; toorship, show the two to be virtually 16, 2001 testimony to the U.S. Sepate,
create an extremely broad new “terror-  identical. Therefore, the ripping-upatrhost nine months before Sept. 11.
ism” offense which would snare manycivil liberties proposed by the Howard An earlier phase of the CEC mabi-
union actions, civil disobedience, and government is, in the most liteliahtion helped break up a cozy de
even normal political activity inits net; sense of the termfascist, and must  between the government and the
and to turn the Australian Security In-  be thrown out. No democratic soci¢typass these bills in mid-May. After
telligence Organization (ASIO) into a should everconsider the draconian, that, two of the ALP’s own state can-
Gestapo, with the power to arrest and  fascist measures which the Howeardnces, in New South Wales an
detain people indefinitely, without agovernment is proposing.” Victoria—Australia’s two most popdi-
lawyer, or the right to remain silent, The signers included former Dejpus states—voted overwhelmingly tg
and facing a five-year jail sentence foruty Prime Minister Dr. Jim Cairns, nu-  dump the laws entirely.
non-cooperation. They also contain merous national and state trade uniowWhile the ALP has been forced,
numerous other draconian provisionseaders, many of the leaders of Austra- by the CEC’s mobilization, to maKke a
(seeEIR, May 3, 2002). lia's large Islamic community, civil show ofresisting the most overtly Naz
The government’s obscene hastéiberties activists, Aborigines, dozens  aspects of the legislation, it has|also
to turn these bills into law, with virtu-  of local government councillors, arthade clear that it is definitely in favor
ally no public scrutiny, was dealt aists and filmmakers, academics, and of this legislation in principle. Bt
sharp clip on the chin, if not yet a others. many of the nation’s finest lawyers|
knockout blow, by an ad in the coun-  The ad, accompanied by well-at- have said that the existing crimipal
try’s major national newspapethe tended CEC press conferencesin all ofode is fully sufficient to capture any-
Australian, on June 12, sponsored byAustralia’s major cities the same day, thing classified as “terrorism.” The
LaRouche’s associates in the Citizens  unleashed an uproar. Australia’sLiteral/National party governing co-
Electoral Council (CEC). Under thetorney General Daryl Williams, the alition, and their nominal ALP oppp-
boldface title, “End Them, Don't government official with the responsients, are both widely despised fof
Amend Them!,” the ad documentedbility for ramming the bills through, their fanatical support of globaliza-
the government’'s treachery in at- whined that the ad was “incorrect, fion, and both know that they will need
tempting to ram the bills through flammatory, andirresponsible.. . .It's such laws in order to survive under
without due process, with the com- extremely disappointing that the Citbnditions of deepening depression.

ion
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International Intelligence

Arabs, or bin Laden, could not have pulle|
off an operation of such intricacy.”

While claiming to be unfamiliar with
LaRouche’s evaluation of Sept. 11, h
maintained that there is some kind of “rogu

European Military Expert:
Bin Laden Didn’t Do It

Top brass of the American military were
and likely stillare—convinced that the Se
11 atrocities were largely the result of

“inside operation,” and “not primarily th
work of the Arabs or Osama bin Laden
stated a senior European military intellj-
gence figure, during a discussion ata confer

ence on “Transatlantic Intelligence Rela- Macedonian Press Cites

tions,” that took place near Berlin early i )
June. LaRouche on Sovereignty

Lyndon H. LaRouche, Jr. had issued thjs
analysis of the terror attack during a radjo
interview, even as it was occurring on the
morning of Sept. 11. Although his view tronic media in Macedonia these days
have received significant press coverage the end of May, LaRouche was descri
abroad, and many influentials in the Middle TV anchorman Slobodan Tomic as a “wig
Eastand Europe agree, no leading American  teacher,” in a televised program abg
military or political figure has publicly en-| life. Other interviews appeared with
dorsed LaRouche’s view. LaRouche associate, on TV and in

The European source made a publicweeklyZum.
statement, during the conference proceed- Excerpts from LaRouche’s May 28
ings, that he was astonished, some monthpaign webcast were reported prominently
ago while attending a summit of the Organj-  the two leading Macedonian newspa
zation of Islamic Conference, as an ob- Vecer and Nova Makedonia, on May 31.
server, to hear representatives of the Kosgvo ~ Journalist Zoran Dimitrovski rep
Liberation Army (UCK) and factions of thg LaRouche’s answer to his own questio
Bosnian Muslims express their gratitude {o
al-Qaeda, Hezbollah, and other Islamic fup-bility in the Balkans (se€EIR, June 7).
damentalist groups, for helping them. He  “There could be peace in Kosovo [and]
added, “Isn’t this interesting, because theedonia. . .ifthe U.S. allowed it,” the article
UCK has been fully backed by the Western  said, describing LaRouche’'s
secret services.” LaRouche traced the “unfinished war i

In private discussion thereafter, th Macedonia” back to Madeleine Albright
source elaborated, “Of course, the Ameri- Zbigniew Brzezinski, whose policy is no
cans first, the Germans second, have been  continued in the Bush Administrati
deeply involved with the UCK. Andto think] National Security Adviser Condoleezz
that the Americans claim to have been sur-  Rice, a’goté Albright’s father, Josef
prised by Sept. 11! These Islamic fundamen-Korbel.
talists were all creatures of the Western gse- The lively interest in LaRouche
cret services. Who's bin Laden? By himself, cides with a fight by Prime Minister Ljubcg
he’s nothing. Look, | was in Washingto Georgievski and the Macedonian goyv
during and after the events of Sept. 11, apndment for national sovereignty, in oppositio
I can tell you, although | am not at liberty t to demands of both NATO and the Inte

ﬁ finitively, that some U.S. grouglid it, it may
have been, rather, that thiyerated it hap-
» pening.”

Lyndon LaRouche’s views are being
ported almost daily in the print and ¢

operation” involved. “I am not saying, det

d  theywould be back afterthe September elec-
tions to talk to the next government.
NATO has tried to force Macedonia to
e attend a conference in order to obediently
esign a paper that would have made its bor-
ders with Albania just symbolic, rather than
real. Again, the government refused.
Macedonia favors a conference of the
governments of the Balkan countries them-
selves, to foster close economic and strategic
collaboration for the mutual development of
theregion. The government, and Prime Min-
ister Georgievski in particular, have been
calling for an agreement among free, sover-
eign, and independent nation-states. Quotes
om LaRouche on this particular point have
een published repeatedly in the Macedo-
Rian media.

hod-by.
°Russian Army Paper: U.S.

; Athan War aFailure
the

]

The Russian military idedisnaya Zvezda
cam-June 11 reported that, more than half a
n year after large-scale U.S. military opera-
péians began in Afghanistan, al-Qaedaand the
Taliban have notbeen defeated. Infact, there
oriedy very probably be a new civil war.
n, Up to January the United States made

concerning the prospects for peace and282000 sorties, dropped 18,000 bombs, in-

cluding 10,000 with high-precision war-
Mdeads. In Tora Bora, the high-power BLU-
82 bombs were used, along with deployment
ieof. special forces. But today, the paper re-
n ported, experts agree that the operation was
amy no means as successful as originally
thought. One reason is that the Pentagon
brfdiled to close the border to Pakistan intime.
a Another is the miserable failure of attempts
to bribe Afghan field commanders and local
leaders into cooperation. As aresult, the ma-
cojarity of the Taliban/al-Qaeda fighters were
able to flee across the border, or were safe-
efmeused by the local population. For political
n reasons a full U.S. operation to follow them
narto Pakistan was ruled out.

h

give any names, that | was with friends of tional Monetary Fund. The IMF insisted th3
mine, at high levels of the Pentagon, andthe  the minimum wage not be increase
American military services, anthey were
certain, that what had happened on Sept.
could never have been doneithout sig-

nificant inside help, fromvithin the U.S it-

self. They all were emphatic, that a group

1,

f and the IMF delegation left Skopje, sayin
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t But a more important cause was the poor
, Pneparation by the Pentagon itself, accord-

salaries not be paid to bankrupt firms’ em- ingto the article. As U.S. experts themselves
ployees, and that families ruined by theatrnit, there was no adequate preparation for
lapse of a financial pyramid not be compen- high-altitude mountain warfare. U.S. forces

sated. Georgievski rejected these demandsuffered headaches, weakness, fainting, and

were not prepared for the tactics of the
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mountain fighters. Another serious failure
wasthelack of understanding of Afghan cul-
tureand thementality of the population. The
propagandawar, including massdistribution
of leaflets from the air, was afiasco. Events
such as the bombing of an Afghan religious
school, and repeated instances in which
American forces mistakenly fired upon
friendly Afghan forces, generated intense
hatred by the population.

Malaysia’s Mahathir
M eets Pope on Mideast

Malaysian Prime Minister Dr. Mahathir bin
Mohamad, considered a voice for moderate
Islam, met Pope John Paul 11 at the Vatican
on June 7, for talks focusing on Christian-
Muslim relations and the Middle East. “I
mademy pleafor an end to terrorismin Pal-
estine and Israeli actions against Palestin-
ians,” the Malaysian leader told reporters.
Malaysia and the Holy See called for inter-
national interventionintheMiddleEast con-
flict through theinvolvement of athird party
to separate the Palestinians and the I sraglis.
There is a growing consensus in the world
for suchthird party involvement, astand that
is strongly opposed by Israeli Prime Minis-
ter Ariel Sharon, while Washington is also
not too keen oniit.

Dr. Mahathir told the press that both
sides shared similar views on terrorism and
the Middle East crisis.

In an interview after his meeting with
the Pope, reported by Reuters on June 8, the
Malaysian Prime Minister complained that
the world seemed unable to stop Israel’s
“criminal acts.” “Malaysia does not side
with Palesting, as such, but we understand
why they have to resort to these violent
means. It is because nobody is helping
them,” he said. “On the other hand, Israel
seemsto be getting away with alot of crimi-
nal acts, and theworld seems quiteunableto
do anything about it, and if we allow thisto
go on then, of course, there will be no solu-
tion to the problem of Palestine and no solu-
tion to the problem of terrorism,” he said.

Mahathir repeated his belief that any act
against civilians should be considered an act
of terrorism, regardless of its perpetrators.
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“Wealso havetotakeinto consideration that
at thismoment thereis nothing the Palestin-
ians can do to defend themselves, so they
resort to theseterrible acts,” he said. “But if
we can remove the sources of their anger
and frustration, | am quite sure they will not
resort toterrorist acts; but thelsraeli govern-
ment deliberately orders acts of terrorism
and even escalates it in order to, it seems,
stop the Palestinians from committing acts
of terrorism,” he said.

Zimbabwe Charges Plot
Against Government

Zimbabwe's state-owned newspaper, the
Herald, on June 5 accused officers of the
Law Society of Zimbabwe of conspiracy
with the British High Commission (the em-
bassy) to toppl ethe government of President
Robert Mugabe. Thearticlesaid that “inves-
tigations into the alleged plot by the Law
Society of Zimbabwe President Stenford
Moyo and Secretary Wilbert Mapombereto
topple the government point to a heavy
involvement of the British High Commis-
sion.” The newspaper printed a letter alleg-
edly sent by the Law Society to the British
High CommissiononMarch 26, and claimed
that officialsof theoppositionMovement for
Democratic Change and British diplomats
held emergency meetings on June 4. Moyo
and Mapombere were arrested and rel eased
on bail.

The High Commission denied the
charge, offering the lame excuse that the
meetings on June 4 could not have taken
place, because the High Commission was
closed for the Queen’ s Jubilee.

The U.S. State Department, Lawyers
Committeefor Human Rights(basedin New
Y ork), and International Bar Association all
condemned the arrests.

In a possibly related development, Jus-
ticeMinister Patrick Chinamasaaccused Su-
preme Court Judge Wilson Sandura of “un-
dermining ... judicia independence in
Zimbabwe” by way of his contacts with the
International Bar Association. The accusa-
tion camein aletter, apparently to Sandura,
which was released to the Herald and pub-
lished there on June 6.

Briefly

HELMUT SCHMIDT, theformer
German Chancellor, attacked U.S.
plansfor an attack on Irag, at a meet-
ing of thelnter-Action Council of for-
mer government leaders in Berlin on
June 8. He warned that an attack
would blow the anti-terror coalition
apart, and dismissed President Bush’s
“axis of evil” formulation as non-
sense.

JURGEN MOLLEMANN, Ger-
many’s Free Democratic Party vice
chairman, on June 3 refused to give
in to pressure to expel Yamal Kardli
from the party’s caucus in the state
parliament of North Rhine-Westpha-
lia. Kardi, a Syrian-born German,
quit the Green Party in May because
of itsrefusal tocondemn I sraeli Prime
Minister Ariel Sharon’s war against
thePalestinians. Kardli alliedwiththe
FDP, where he has also come under
fire. Mollemann insists that critics of
Sharon's government cannot be
branded “ anti-Semites.”

RUSSIAN Chief of the Generd
Staff Anatoli Kvashnin said on May
30 that funding and staffing for the
Russian military has become “worse
than critical.”“ The declining level of
combat readiness may became irre-
versible,” unless emergency mea-
sures are taken, he added.

THE ISRAELI SPY satellite Ofek
5,just launched, enables|srael to start
planning attacks on Iran and Iraqg, a
senior Israeli intelligence source told
EIR. The new satellite givessragl an
unprecedented capability to gather
intelligenceonthetwo countries. Pre-
viously Israel has had thiskind of ca-
pability for Syria, Lebanon, Jordan
and Egypt.

FRANCE'S AMBASSADOR to
the United States, Francois Bujon de
I" Estaing, cancelled ascheduled June
6 appearance at a Washington event
sponsored by the Foreign Policy Co-
dition for the Senate Republican
Conference, and the Republican Jew-
ish Coalition. The Embassy found out
that the event was to have been an
ambush, targetting France for “anti-
Semitism.”
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Pentagon/Justice Take
Police State Moves, as
LaRouche Warned

by Edward Spannaus and Michele Steinberg

Attorney General John Ashcroft’s suspension of the constitu- cause of his alleged ties to al-Qaeda. This then allowed tt
tional rights of an American citizen, in the “radioactive dirty former member of a Latino street gang, to be transferred to
bomb” case, is the latest step-wise escalation in the assault  a military brig where heevaape tried, from Justice
on civil rights and liberties which began in earnest immedi-Department custody. One of the main reasons that Padilla
ately after Sept. 11. was transferred, was that there is no evidence to prove the
On June 10, exactly as Democratic Party Presidentiatharges against him. A high-level intelligence source in
pre-candidate Lyndon LaRouche had warned in May, the WashingtoreEtBdhat, while the U.S. government had
Pentagon did “cross the Rubicon”—or at least the Poto~intelligence” about Padilla, they had no real evidence.
mac—to hold a press conference with Justice Department But as alarming as the legal maneuverings are, equa
officials, where they announced the arrest and transfer to dangerous, and indefensible, were the actions by Ashcroft
military prison of JosePadilla, an American citizen. This  and his war-mongering allies, Deputy Defense Secretary
unprecedented and legally dubious action occurred onlyaul Wolfowitz and FBI Director Robert Mueller, resorting

weeks after LaRoucheBIR article of May 24, 2002, enti- to a Nazi Party-style “Big Lie” tactic. To cause maximum
tled, “The Northern Command: Crossing The Rubicon.” panic, the announcement about the military transfer of Pa-
LaRouche said: “The proposal for the probably unlawful, dilla, was maddoscow by Ashcroft, mouthing off that

U.S. Army Northern Command ((USNORTHCOM’), when the arrest of this “top” al-Qaeda terrorist justified U.S. con-
taken in its current strategic-policy setting, is clearly a pro-  cerns about the “axis of evil,” state-sponsored terrorism,
posal to ‘cross the Rubicon,’ a preparation to create a Caesaand the threat from weapons of mass destruction. Ashcroft
ian military dictatorship over both the North American conti- announced that Padilla had entered the United States to carr
nent and the Caribbean. ... In today’s world, it is aout an al-Qaeda plan to set off a “radioactive bomb” in
preparation for the Pentagon to cross the Potomac one morn- ~ Washington. But just hours after Ashcroft's “Big Lie” an-
ing, to place the U.S. Attorney-General and his minions innouncement, the officials themselves had to backtrack on
power, reducing the President himself to a ceremonial, or  this outrageous propaganda.
even lesser figure in the configuration.” Not only was it later stated by Wolfowitz and FBI offi-

The night before the June 10 press conference, Ashcroft's  cials that there was “no actual plot” to which the U.S. govern
Justice Department got President George W. Bush to sigment can tie Padilla; it was further admitted that he is not
an order classifying Padilla as an “enemy combatant,” be-  a “top” figure in al-Qaeda, or any other known terrorist
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group. In fact, intelligence analysts admitted that al-Qaeda
leaders would not make arecent American convert to Islam,
such asPadilla, anything morethan acourier or low-level op-
erative.

Ripping Up the Constitution

The Justice Department’ s actions in the case of Padilla,
who reportedly goes by the name Abdullah al-Muhgjir after
converting to Islam in the United States around 1993, goes
well beyond what was contemplated in the President’s Oct.
13 Military Order establishing military tribunalsto try terror-
ist suspects captured in Afghanistan.

The Military Order explicitly excluded United States
citizens, and also provided a procedure for trials and access
to alawyer. Padilla' s case stands in contrast to that of John
Walker Lindh, the so-called “American Taliban,” who had
been captured in Afghanistan, as part of the military forces
of Taliban and/or a-Qaeda. Lindh is standing trial under
Department of Justice charges in a Federal criminal court
in Alexandria, Virginia.

Padilla’ s sudden transfer was apparently triggered by a
scheduled court hearing at which the Justice Department
would have been compelled to state whether or not it was
bringing criminal chargesagainst him. Since, by al accounts,
the government has virtually no evidence against Padilla—
or at least, no evidence that it is willing and able to use in
Federal court—the Justice Department went to President
Bush on the evening of June 9, and got him to sign an order
declaring Padilla an “enemy combatant” who was to be
tranferred to military custody.

Defense Secretary Donald Rumsfeld has made it clear
that the government has no interest whatsoever in putting
Padilla on trial—in front of a military commission or any
place else—but that it simply wantsto detain him, incommu-
nicado, and interrogate him.

This has been done aready with non-citizens since Sept.
11—hundreds of men captured in Afghanistan, many of
whom are not Taliban or a-Qaeda fighters, are being held
in military custody at Guantanamo; and a Syrian citizen,
who is aformer cab driver in Boston, was held incommuni-
cado for eight months in New York, before being brought
before a Federal magistrate. But what makes the Padilla case
so extraordinary, is that the Justice Department, with the
stroke of the President’ s pen, has now suspended all constitu-
tiona rights of an American citizen.

But the actions by Ashcroft, Wolfowitz, and company
are so egregious that the action against Padillamay backfire.
OnJune 12, the New York Times, initslead editorial, accused
Ashcroft of “suspending the U.S. Constitution.” The Times
noted that the U.S. government seems to have no interest
in giving Padilla a trial, but it seems only interested in
detaining and interrogating him.

“So far,” saysthe Times, “the government has produced
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no evidence that a dirty-bomb plot existed, or of Mr. Muha-
jirs role in one. We do, however, have President Bush's
assurance . . . that ‘This guy Padillais a bad guy.’

“The government’s position is unacceptable,” says the
Times, sincethe government saysit can revoke constitutional
rights by labelling someone an “enemy combatant.” Further,
it shows that “the government is prepared to strip away the
rights of American citizensasreadily asthose of foreigners.”

“The real problem with the government’s approach has
been evident since Sept. 11: The Bush Administration has
too little faith in the criminal justice system,” the editorial
concludes. “ The government must be vigilant about fighting
terrorism, but this war can be waged without suspending
the Congtitution.”

Police State’'sGlobal Agenda

Similar concerns have appeared in leading international
publications. On June 11, the London Independent carried
an article entitled “British Security Sources Raise Doubts
Over U.S. Claims About ‘ Dirty Bomber.” " The Independent
says that British and European security officials are “highly
skeptical of American clams’ that Padilla “was preparing
to unleash a radioactive attack. ... No evidence has been
produced to show that he had access to the radioactive mate-
rial needed to build the bomb, or indeed, that he had even
worked out a time or place to launch the attack.”

The Israel newspaper Ha' aretz said that “in the month
since his arrest, the FBI has had difficulty grounding in
evidence the charges that Padilla belongs to a hostile organi-
zation, to the extent that it needed to use the trick of moving
him to a military tribunal ‘as an enemy combatant.” Not
even spies condemned to death, like Julius and Ethel Rosen-
berg, were given such treatment.”

AsLaRouche explained in“ Crossing the Rubicon,” mea-
sures toward a police state in the United States are not ends
in themselves, but part of the nightmare policy option of
turning the United Statesfrom arepublicinto afascist empire
of the Roman Empire model.

Thefact that Paul Wolfowitz appeared as the spokesman
for the Defense Department at the joint press conference
with the Justice Department, instead of someone from the
DOD General Counsel’s office, or the military’s judicial
branch, that of the Judge Advocate General, isasign of that
concern. The prominence of Wolfowitz signals that the U.S.
utopians behind the Northern Command and the police-state
measures exposed by LaRouche, wanted to try to use the
phony “dirty bomb” case around Padilla, as an excuse to
extend thewar on terrorismto Irag, Iran, and other countries.

Wolfowitz is the utopian maniac who has repeatedly
penned scenarios and war plans—since 1991—for the assas-
sination of Iragi President Saddam Hussein and full-scale
war against Irag. Like his decades-long associate, Richard
Perle, now head of the Defense Policy Board, Wolfowitz
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believes that the United States should wage war unilaterally
against any country that right-wing neo-conservatives, and
Israeli Likudnik fascists put on their “enemies list.”

Perle also believes that a second major terrorist assault
inside the United States—such as a “suitcase nuke” dirty
bomb—is a necessary step to give his faction of “perpetual
war” advocates, the leverage to overcome internal Bush
Administration reluctance to Wolfowitz's and Perle’'s mad
policy. This is to abandon the “ coalition” for a war against
terrorism, and to launch full-scale unilateral military opera-
tions against Islam in a globa “Clash of Civilizations.”

Ashcroft Reprimanded

Wolfowitz's agendais well known, and opposed world-
wide, largely because of theinternational influence and activ-
ities of Lyndon LaRouche, whose 2004 Presidential cam-
paign issued a groundbreaking Special Report in February,
entitled Zbigniew Brzezinksi and September 11th. In that
report, LaRouche demolished the “Big Lie,” that is at the
heart of current global destabilizations, and U.S. police-state
dangers. This is the assertion, for which evidence is never
publicly produced, that Osama bin Laden and al-Qaeda car-
ried out the Sept. 11 irregular warfare attacks. LaRouche
exposed the fact that the Sept. 11 tragedy was an “inside
job” designed to trigger a Clash of Civilizations war.

Numerous reports have confirmed that Attorney General
Ashcroft was reprimanded by the White House for his grand-
standing on the Padilla case. It is reported that, after the
decision was made to transfer Padilla to military custody,
it was to be announced by two deputies—Deputy Defense
Secretary Wolfowitz, and Deputy Attorney Genera Larry
Thompson—at the June 10 press conference. But instead,
Ashcroft, who was in Moscow, jumped in front of the cam-
eras with a highly exaggerated and inflammatory account
of the Padilla case, declaring that “we have disrupted an
unfolding terrorist plot to attack the United States by explod-
ing a radioactive ‘dirty bomb,’” which, Ashcroft went on
to say, “can cause mass death and injury.”

As aresult of the anger in the White House over Ash-
croft’s conduct—which also triggered an 80-point drop in
the stock market—Wolfowitz went on television the next
morning with a much softer description of the plot, saying,
“1 don't think that was actualy a plot beyond some fairly
loose talk and his coming in here obviously to plan further
deeds.” Wolfowitz added that “it’s not as though this was
a plan that was on the verge of being executed.”

Nonetheless, despite admitting that the entire Padilla
plot was just “loose talk,” Wolfowitz arrogantly defended
the classification of any American judged to be a threat
to the war on terrorism as an “enemy combatant,” whose
constitutional rights can be denied. The case has been
made that Ashcroft, Wolfowitz, and the gang behind the
police-state plans should be ousted, as a vital move in
defense of the U.S. Constitution.
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Bush’s New Strategy:
Unilateralism Run Amock

by Carl Osgood

While charges of unilateralism in foreign policy have been
dogging the Bush Administration since long before Sept. 11,
George Bush's strategic policy took a further turn in that
direction with the speech he made at the U.S. Military Acad-
emy in West Point, New Y ork on June 1.

There, Bush declared, “Deterrence ... means nothing
against shadowy terrorist networkswith no nation or citizens
to defend. Containment is not possible when unbalanced dic-
tators with weapons of mass destruction can deliver those
weapons on missiles or secretly provide them to terrorist al-
lies.” He said that while homeland defense and missile de-
fense are part of stronger security, “the war on terror will not
bewon onthedefensive. Wemust takethebattleto theenemy,
disrupt his plans, and confront the worst threats before they
emerge. Intheworld we have entered, the only path to safety
isthe path of action.”

Bush added that terror cellsin 60 countriesmust beuncov-
ered and that “we must oppose proliferation and confront
regimes that sponsor terror, as each case requires.” He told
the graduating cadets, “Wewill send you, our soldiers, where
you're needed.”

Many Afghanistans

As is often the case, Bush’'s speech also contained an
element of contradiction. On the one hand, hewas expressing
a doctrine that rejects the idea of national sovereignty, and
arrogating to the United States some kind of absolute, world
imperial authority under the banner of the war on terrorism.
On the other, he told his West Point audience, that “we also
have an historic opportunity to preserve peace. We have our
best chance since the rise of the modern nation-state in the
17th Century, to build aworld where the great powers com-
pete in peace instead of war.”

Of course, the notion of “great powers,” itself evokes an
element of 19th-Century geopolitics, asif the“ great powers”
havetheright to determinethedestiny of therest of theworld.

Bush’'s West Point speech was followed by increasingly
bellicose statements from Secretary of Defense Donald
Rumsfeld, who departed, a few days later, on aten-day trip
to aNATO defense ministers’ meeting in Brussels, and then
to Estonia, the Persian Gulf, and the Indian Subcontinent.

Rumsfeld brought with him to Brussels, among other
things, a demand that NATO remake itself into an expedi-
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tionary force. At a press conference following the Brussels
meetings, he said, “If a terrorist can attack at any time,
in any place, and using any technique, and it's physically
impossible to defend in every place, at every time against
every technique, then one needs to calibrate the definition
of ‘defensive.’ Because, literaly, the only way to defend
against individuals or groups or organizations or countries
that have weapons of mass destruction and are bent on using
them against you . . . isto take the effort to find those global
networks and to deal with them as the United States did
in Afghanistan.”

By definition, this means turning NATO from the defen-
sivedlianceit wasfounded as, into an expeditionary warfare
force, deploying to fight primarily outside the region of its
member states. The restructuring of NATO military forces
demanded by the United Statesrefl ectsthis. Thisrestructuring
includes, as one senior defense official reported after the min-
isters’ meeting, enhancing “the Alliance’ s mobility capabili-
ties and its ability to sustain its forces out of area.” Thisin-
cludes expanding airlift and sedlift capabilities, logistics
support, and air-to-air refueling.

Not far from anyone’s mind in these discussions is, of
course, Irag. What does President Bush’ s new doctrine mean
for U.S. policy toward Irag? Since lraq isthe chief bogeyman
for U.S. palicy, will the United States soon launch a preemp-
tiveattack on Iraq? Rumsfeldiscoy when asked that question,
but he’ smade no secret of hisattitude toward that country. In
astop-over inLondonwhileonhisway to Brussels, Rumsfeld
declared that Irag hashad a*“ sizable appetite” for weapons of
mass destruction, that materials for Irag's WMD programs
have been “fl owing” into the country and that Saddam Hus-
sein“isanindividual that has used chemical weapons on his
own people.”

When specifically asked about moves toward reconcilia-
tionbetween Iragand Kuwait, Rumsfeld said, whilein Kuwait
onJune 9, “It would be like thelion inviting the chicken into
an embrace.” He denied, however, that his swing through
the Gulf had anything to do with gathering support for the
overthrow of the Iragi regime.

Preemptive StrikesWith Nukes?

All this talk about preemptive attacks, whether against
Iraq or against any of the other 50 or 60 countriesthat suppos-
edly harbor al-Qaeda terrorist cells, is making some people
nervous. Senate Armed Services Committee Chairman Carl
Levin (D-Mich.), speaking to reporters on June 10, did not
express much disagreement with the preemptive strike doc-
trine itself. What made him nervous was the inclusion of
nuclear weapons in that doctrine. Levin warned that any
changein nuclear weapons doctrine, whether it istoward first
use, or the development of new weapons, such as the earth
penetrators that the Defense Department is seeking, “what-
ever those decisionsare, they have reverberationsthroughout
theworld.”
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He also expressed doubt that Iraqg is quite the threat that
Rumsfeld has painted it to be. In Levin’sview, Saddam Hus-
sein will use weapons of mass destruction, if he has them, if
the United States attacks Irag. He said that Hussein's major
goal “is his own survival,” so that makes it unlikely that he
would use such weaponsif heisnot attacked. Levin’ squalifi-
cation of “if he has them” is an indicator that the view that
Irag has nuclear, chemical and biological weaponsisnot uni-
versal in Washington.

Levinisnot alone, by any means, in his concerns, aswas
reported by Washington Post columnist Richard Cohen on
June 11. Cohen reported on a speech delivered by Weekly
Sandard editor William Kristol, who, in Cohen’ swords*“an-
nounced avast U.S. foreign policy agenda, beginning with a
war against Irag and ending with replacing the monarchy in
Saudi Arabia.” Hismostly European audience* at first gasped
and then reacted with irritation.” Cohen reported that most of
Europe, in fact, sees Bush “as a unilateralist, the President
who came into office determined to abrogate this treaty or
that and who, either inword or manner, considered Europeans
to be wimps.” And further, they view Kristol as a “virtua
spokesman” for the Bush Administration. Whether or not that
view is correct, it is clear that when Bush makes a major
foreign policy speech, asthe West Point speech washilled, it
has consegquencesin the real world.
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Spannaus Files for
Senate With Debt Warning

by EIR Staff

Nancy Spannaus, the LaRouche Democrat running for the
U.S. Senate seat now held by Republican incumbent John
Warner, filed 14,000 signatureswith the Virginia State Board
of Electionson June 11, to qualify for ballot statusin Novem-
ber. Upon qualification, Spannauswill becometheonly Dem-
ocrat on the ball ot—which will aso contain Senator Warner,
and Jacob Hornberger, a Libertarian running as an inde-
pendent.

The corrupt Gore-Lieberman dominated State Demo-
cratic Party apparatus decided two weeks before not to field
any candidate, after previously refusingtoallow for aprimary
or caucus.

Upon announcing her filing, Mrs. Spannaus, a Lovetts-
ville resident, issued a statement on the impending hyperin-
flationary financial blowout, and the increased danger of an
ugly U.S. military adventure over the course of the next few
months. Whilethe mediajoined the Democratic Party in boy-
cotting Spannaus’ press conference at the Board of Elections

in Richmond, the candidate got out theword onamajor radio
talk show in Richmond that afternoon.

The abdication by the Democratic Party has created a
political vacuum in Virginia—as it has around the country.
Statewide, the Democratic Party isgiving four Congressional
Republicans a free ride, in addition to Senator Warner.

LaRouche s Support

Democratic  Presidential  pre-candidate  Lyndon
LaRouche, in his endorsement of Spannaus candidacy on
May 20, noted the dangers involved in the political parties
distancing themselves from any semblance of meaningful di-
alogue with the constituents. “That must now be changed,”
LaRouche said, and “therefore, the policies associated with
Manatt, Fowler, Mary Sue Terry, [Paul] Goldman, and Gore,
must be overridden for the purpose of rebuilding the party
into aform which can earn the mandate to govern under the
conditions of escalating crisis gripping the Commonwealth
and the nation at thistime.”

In aJune 4 statement announcing her final petition drive,
Spannaus picked up thistheme. “ Asaclose L aRoucheassoci-
ate, | have the unique qualificationsto be your Senator. | will
engage Virginiavotersin the kind of discussion required, to
solve the poalicy crises before us. LaRouche, who is running
for President in 2004, is the only leader who has earned the
respect of U.S. citizens, and the world, on the question of the
economic crisis, and its solution. His solutions represent the
core of my platform: the application of the principle of the

Party ‘In Denial’ on Debt

In aninterview with Richmond’ s WL EE-Radio on the af-
ternoon of her June 11 filing, Nancy Spannaus was asked
by interviewer Jim Jacobs about her warningsthat the debt
blowout of the U.S. economy, forecast by LaRouche, is
Nnow upon us.

Jacobs: If elected, are you going to be joining Demo-
crats?

Spannaus: Actually, | hopel’ Il beleading Democrats,
because we lack leadership in the party nationally, with
people not wanting to face the depth of theeconomiccrisis
we have; they arein denial, as you would say nowadays.

We are in a situation where we need a new monetary
system—

Jacobs: What do you mean, “a new monetary
system”?

Spannaus. What | mean is, we are so bankrupt—all
that we have been creating in the last decade, to three

decades, is debt. | have some charts that will blow your
mind, if you want to look at them.

Jacabs: I’ mafraid of your charts. They scareme. They
arefrightening.

Spannaus: That is like some of the Democrats. They
don't want to hear it either—but it's not really a party
question; it goesinto both parties. Weneed anew monetary
system because we have got to freeze some of this debt,
whichis never going to be paid.

Thetax baseis collapsing, and people are facing total
destitution. You see Africa? You see Argentina? That's
where we're headed, unless we have a new monetary
system.

Jacobs: That’samighty dire prediction.

Spannaus: It’snot aprediction; it’ saforecast.

Jacobs: Isthe monetary system that corrupt?

Spannaus: It is that bankrupt. The kind of measures
that are required are similar to a Chapter 11 for afirm.

Jacobs: So, you want usto default on our notes?

Spannaus: | want you to put them aside and freeze
them while we rebuild productive capabilities—not our
Federal government debt.
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LaRouche Democrat Nancy Spannaus with the Virginia Board of
Elections official who accepted her 14,000-signaturefiling for
ballot statusin the U.S. Senate race, after the Virginia Democratic
Party refused to field a candidate against Senate Armed Forces
Committee member John Warner. Spannaus’ chartson U.S,
indebtedness“ scared” a Richmond radio interviewer.

genera welfare to a world depression collapse which will,
otherwise, take us into a global religious war, and a New
Dark Age.”

WhereArethe Democrats?

Unlike many political campaignsin Virginia—wherethe
candidate buys petition signaturesfor $2.50 each—the Span-
naus campaign activated several score citizens around the
state, to take action for acandidate of their choosing. Dozens
of citizens new to the campaign got involved, many acting
politically for thefirst timein their lives.

In order to meet the the grueling petition requirements
that demanded 400 signaturesof qualified votersineach of the
State’' s 11 Congressional Districts, aswell 10,000 statewide,
Spannaussguadsfanned out around that Commonweal th, col-
lecting nearly 10,000 signaturesin only two weeks. Accord-
ing to several political sources, this feat is unprecedented in
recent memory, and it astounded some party regularswho did
not think it possible.

Spannaus supporters could be seen standing in front of
supermarkets and discount stores, handing out literature and
gathering signatures, often in blistering heat. A spokesman
for the campaign said that voters were shocked at the failure
of the Democrats to even mount acampaign, with many say-
ing that the party’ s behavior was a“disgrace.”

The petitioning took place despiteavirtua pressblackout
of the effort, imposed with the connivance of the Democratic
Party apparatus, at both the state and national level. To the
extent that there was any report of apetitioning effort, it was
attributed to Alexandria Democrat Gail Crook, who like
Spannaus had unsuccessfully sought the party’ s nomination.
Crook could gather only 2,000 signatures in the same period
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that the Spannaus campaign organized the major part of its
petition drive.

A spokesman for the campaign said that the response to
the petitioning was gratifying and broad-based. The best re-
sponse came from Muslim Americans, and from African-
Americans, particularly thosewho haveworked with thecivil
rights movement. Constituenciesthat have been traditionally
hamstrung by the Democratic Party leadership, such astrade
unionists, continued to hold back. But many other Virginians,
representing normal working people, dug in, and got the job
done.

But, while the petitioning moved along at aslow pace for
a couple of months, the response exploded after June 1, the
day the Democratic Party wrote “None” across its official
statement on the Senatorial candidacy, the Spannaus cam-
paign spokesman said. VirginiaDemocratsdo not believethat
al iswell inthe Commonwealth, or nationally, and they were
incensed at thefailure of the party to run acandidate. (Thisis
actually the second time they have done so against Senator
Warner; in an earlier race as an independent against Warner,
Spannaus received nearly 20% of the vote statewide.) Nor
were they pleased that nominal Democrat, Gov. Mark War-
ner, went on WTORP radio to effectively endorse the Republi-
can Senator and indicate his support for not running a can-
didate.

While many Democrats and Republicans were willing to
put a LaRouche Demacrat on the ballot to ensure a debate,
thefight now escal atesto getting them to admit that they have
beenfoolishtoignorelL aRoucheand Spannaus, andinstead to
mobilize behind L aRouche' s solution to the global economic
crisis. Spannaus has said that her campaign will become a
leading element of LaRouche’ sown campaign. Thereisonly
one solution to the current crisis, Spannaus says. My solution
isMr. LaRouche' s program.

Spannaus: Last Chance
To Back LaRouche,
Before Crash and War

Independent Democratic candidate for Senate in Virginia,
Nancy Spannaus, announcing successful completion of her
ballot petition drive on June 11 in Richmond, released a new
and shocking picture of the indebtedness of the U.S. economy
spiralling upward during 2002, and heading for a late Sum-
mer-early Autumn financial blowout.

Infiling my candidacy for the U.S. Senatetoday, | am putting

before Virginians, once again, the opportunity to listen to
economist Lyndon LaRouche and myself, and support
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LaRouche' s solution to theworst economic and financia cri-
sis in centuries. We told you that the system was coming
down, but you stupidly decided toignore us. Presidential can-
didate LaRouche' srecord of long-term economic forecasting
has been right on themark, and you' re suffering now because
you didn’t listen—so | urge you to listen now, and support
my candidacy asthe vehicle to get out of this mess.

Forget al the babble about a“recovery.” Only those who
want to bedeluded believeinthat fairy tale. Thereality isthat
the world financial crisis, which hit with the Russian/LTCM
blowout of August-September 1998, is getting worse by the
day. You've seen the layoffs, the budget crises, the trade
collapse, and now, the beginning of the collapse of the U.S.
dollar. It’ s getting more turbulent by the day.

Already, in the year 2000, the enormous rates of printing
money, in order to try to pay the escalating, unpayable debts
of countries and corporations, moved usinto aclassic hyper-
inflationary realm. In this mode, the rate of growth of the
money supply, outstripstherate of growth of the debt obliga-
tions themselves. The cost of servicing and rolling over debt
becomes greater than the debt itself.

Today, this process is rapidly accelerating, moving us
toward ahyperinflationary shockwave, which LaRoucheesti-
matesislikely to hit sometime between August and October

FIGURE 1
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Thetotal indebtedness of U.S firms and households, already

enormous, grew at an increasing pace since 1995, reaching $31
trillion by 2001.
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of this year. The model for this kind of destruction is the
Weimar hyperinflation of 1923 in Germany, where the at-
tempts to pay exploding debt obligations led to a destruction
of the currency and the country.

Take the case of Brazil. There, due to the enormous debt
(most of which is fraudulent due to the depredations of the
IMF); to the linkage of the local currency (the real) to the
dollar, and to devaluations and punitive interest rate in-
creases, thelevel of indebtednessisrising at ahyperinflation-
ary rate. Over the first five months of this year, the debt in-
creased 13-15%, and in one week alone, the dollar-
denominated debt rose 4%. These are unpayable rates, even
under conditions of accel erated | ooting of theliving standards
of the population.

Debt Collapse Means Threat of War

In the meantime, the Federal Reserve is manically print-
ing out dollars to try to cover such escalating debts—by no
means limited to Brazil. The U.S. banks themselves, flooded
with debt, are on virtual life support from the Fed. Then
there'sthe U.S. debt itself, which has risen hyperbolically to
the level of $31 trillion, with exorbitant and rising costs of
servicingit. Onesmall exampleof that kind of riseisin house-
hold credit card debt, now estimated by some to be rising
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“ Servicing the debt now costs more than the debt being serviced.”
The amount of new indebtednessincurred in the U.S. economy for
every dollar’ sincrease in GDP, jumped to nearly $5 in 2001, as
the economy itself went into a swan dive.
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seven times faster than alleged increases in household in-
come. And that’ sjust asmall part of the problem.

Thereisnoway inwhichthismonetary relay-raceisgoing
to restart the economy—it will inevitably result in making
currencies worthless, as the case of Argentina dramatizes.
And thereis no question but that some of theworld’ sleading
bankers understand this.

Therefore, the next few months represent a period of ex-
treme danger, that the financial turbulence and economic col-
lapse created by the bankers' incompetencewill bring leading
circlesin Washington and Britain to launch amilitary adven-
ture of the most ugly sort, to prevent the obvious blowout of
their system. We arelooking at atimetable for this Summer,
as the crucial turning point: Either sane heads begin to put
together political combinations for a new monetary system,
along the lines put forward by LaRouche, or we are looking
at a horrible war escalation, most likely in the Middle East,
by the Fall.

With this crisis in mind, | launch my Senate campaign
with the seriousintent to win; because the future of our coun-
try depends upon LaRouche’ s solutions being taken up now.

Army Video Game Teaches
13-Year-Olds To Kill

by Don Phau

The U.Smilitary hasjoined the ranks of Nintendo and Sony,
creating its own “point-and-shoot” video game designed to
teach children as young as 13 years old how to kill. On May
22, the Army premiered “America sSArmy” at alarge video-
gameexpositionin California, calling it arecruitment device.
The gamewill be available for free beginning July 1.

The Army’s game promoters bragged that their game is
superior to “first-person” shooter games, like “Counter-
Strike,” on the commercial market. “America’s Army” de-
buted at the Electronic Entertainment Expo in Los Angeles.

The Defense Department reportedly spent $6.3 million to
developthegame, but, infact, themilitary hasbeen, for many
years, pouring money into perfecting computer graphics and
simulation utilized in their game. Lt. Col. David Grossman
(ret.) has documented how the Army has trained soldiers on
“fi rst-person” shooter computer simulators (wherethe player
isthe shooter), what Grossman called “ murder simulators” in
an interview with Helga Zepp-LaRouche (EIR, May 24,
2002).

Members of aspecial Army officers unit called the Army
Game Project, located at West Point, New York, spoke to
journdistsin early June. The officers were extremely proud,
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that the Army’ s game “was better than * Counter-Strike.

“Counter-Strike” was one of the point-and-shoot video
gamesplayed obsessively by 19-year-old Robert Steinhauser,
who killed 16 adults and students, and himself, in a high
school in Erfurt, Germany on April 26, in what has now
surpassed Columbine as the worst incident of video-game-
induced psychotic massmurder. “ Counter-Strike” isalsosim-
ilar to the point-and-shoot video games which addicted the
Columbine High School shooters, Dylan Klebold and Robert
Harris, who killed and wounded 24 studentsin Littleton, Col-
orado in 1999, and the 14-year-old middle-school killer Mi-
chael Carnea in Paducah, Kentucky. The “immersion” in
these “New Violence” products has been a characteristic, as
Colonel Grossman and his associates have shown, of nearly
all of the perpetrators of deadly mayheminU.S. high schools
and middle schoolsin recent years.

Call ToBan TheseVideo Games

Shortly after the massacre at Erfurt, Helga Zepp-
LaRouche, who isacandidate for German Chancellor, called
for an international ban on violent video games. Zepp-
LaRouchesaid, “ Germany must call upon the United Nations
to establish aprotocol for aworldwide ban on the production
and saleof films, computer games, and videosglorifying vio-
lence.” At a conference speech of the Schiller Institute on
Feb. 20, 2000, Zepp-LaRouche first exposed that Hollywood
and the video-game makers were out to turn young children
into savagekillers.

On May 4, 2002 she conducted an interview with Gross-
man, who emphasi zed that therewerethreefactorsthat turned
theyoung students at Erfurt and Columbineinto masskillers.
Grossman said, “ Y ou need the weapon, the skill, and the will
to kill. The video game provides two out of the three. They
give the skill and the will to kill.” Grossman, author of the
book Stop Teaching Our KidstoKill,isaformer Army Ranger
and former professor at the West Point Military Academy.

Mgj. Chris Chambers is the Deputy Director of the U.S.
Army’sGame Project at West Point. Hesaysthat the* Ameri-
ca's Army” video game was developed by the Naval Post-
graduate School’ sModeling Virtual Environmentsand Simu-
lation (MOVES), a school devoted to military graphics and
simulation located in Monterey, California. MOVES is a
multimillion-dollar center for what's called “immersion”
technology. This“immersion” is what turns the video-game
player into an “addict.”

The military had developed this school for training, but
now, with its public debut in video games, this “ experience”
will be unleashed on the genera public, targetting—the
game's advertisements say—"13- to 18-year-olds for re-
cruitment.”

Targetted recruitment of childrenthisyoung, tolearn how
tobekillersinanarmy, hasfor yearsbeen a“marker” charac-
teristic of terrorist armies, likethe narco-terrorist Revolution-
ary Armed Forcesof Colombia(FARC) or thevariousmerce-
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nary “strongman” armies in Central and West Africa. The
U.S. Army now planstorecruit childrenaskillersby distribut-
ing these games for free on the Internet beginning on July 1.
The point had recently been made by L yndon L aRouche, that
the massive use of these point-and-shoot games by teens and
pre-teens is itself the marker in the creation of a “utopian”
or imperial-style army, on the lines of Samuel Huntington’s
1950simperia primer, The Soldier and the State.

Accordingto Major Chambers, “Weknew throughout the
Department of Defense we had a lot of military simulation
experience that could be capitalized upon for this product,
and so we looked at the centers throughout the DOD that are
creating these simulations, and creating piecesof simulations,
and [which] do the programming and graphicsinvolved with
other projectsthat themilitary hasused. TheNaval Postgradu-
ate School has an institute which teaches this sort of thing,
which is called the MOVES Ingtitute. So we talked to them
and they agreed to take it on as a project, aresearch project,
aswell as sort of aproduction project.

“We have ideas, and we are putting them in place right
now, to go well beyond the state of the art. That's why we
looked at thesefol ks, thesearethe scientistsand academicians
within the DOD which work with these technologies every

day.”
TheArmy's‘'SIMS

Major Chambers describesthe Army’ s game as more ad-
vanced than anything on the market today. “What you proba-
bly have seen in the articles is reference to the first-person
perspective action game, where you actually play aroleinan
action setting, a graphical setting where you are taking part
inalightinfantry operation. That’ sthepart of thegamewhich
got the most splash at the Entertainment Expo last week,
becauseit’ sthe big end of the business, and there are alot of
heavy-hitting companiesthat arein that game genre.

“The other half of the game we put out is also called
‘Soldiers.’ It'sarole-playing-type game, which has atotally
different look and fedl; it's done in photo realism, which has
the look on your computer as streaming-video, but it’s not.
... What that is, issimilar to one of the most popular games
out there, called ' The SIMS.

“Thisis beyond state of the art. The way the ‘Soldiers
gameruns, isthat it uses a story engine that was created for
this project, and had never been done before. It creates this
movie for you in real time, based on the inputs you give to
your character. Most other games of the SIMStype are giant
decision trees where the character goes through a variety of
decisions. If you tell it to go left or right, thereisjust afinite
number of paths that the character can go. In our game, you
really have an infinite number of paths. It can createin real
time, stories that are affected by virtualy everything else
that’ sgoing on in the game.”

Major Chambers explained why the game would attract
youngteenagers: “ Y ou’ reintheroleof aninfantryman, taking
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part in live training or a live operational assignment some-
whereintheworld. If you’ ve seen these first-person perspec-
tive games, you' re actually taking the role of arifleman or a
paratrooper, or a grenadier in an operation. Those are very
popular games.

“Our ‘Operations gameislikethat, but better. It’ s better
in terms of graphics. . . better graphically, action-wise and
realistically we think it's better. ... We've gone to great
lengths to painstakingly show the correct detail that's in-
volved with weapons, and employing weapons, and the phys-
ics of employing weapons; the physics of communications;
thereal liability you have on the battlefield in the small-unit
operations. Other games don't have the advantage of 200
years of expertise in these matters, so we knew that was our
competitive advantage, and we were going to fill that nitchin
the market.”

Chamber concluded: “Each year we will make decisions
to add to the game. We've got years' worth of work that
potentially could be done. Wewill go for thelong haul. . . . A
game is not exactly the same thing as what we have been
doing in other places. So we hired people from the gaming
industry to round out our team. Wethink we put areal winner
team together.”

Another member of the Army Game Project, Mgj. Paul
Kusik, added that the Army’ sgamewill explainto the player,
in detail, how agunworks. If the gun jams, he said, the game
goes through how to “break down the weapon.” The idea,
saysKusik, isthat “it was away to connect with youth.”

TheMonterey MOVES I nstitute

At the MOVES Institute for the Naval Postgraduate
School, where the “brains’ and “mad” scientists behind the
military’ scomputer sciencearelocated, onecomputer “scien-
tist” boasted that the Army’ sgameisoneof themost advanced
on the market. “On the level of technology involved in this,
onthe3-D game, itisthefirst gameout ontop of what' scalled
agameengine. . . . The graphics and action areterrific onthe
3-D side. We think it's easily the match of anything in the
market or likely to bein the market soon. Thelevel of realism
and depth, and essentialy thelayersof realismthat are packed
into the game, are something that we are very proud of. . . .

“ Thisisthefirst typeof product development for the mar-
ket, that we are aware of, coming from a research institute.
... All of the military branches have used computer games
for one purpose or another, and in each of these casesthough,
they went directly to an outside vendor and had them either
repurpose an existing game, or had them build a game for
them.”

Two of the seven companies listed as sponsors of the
MOVES Ingtitute are run by George Lucas, the creator of
“Star Wars,” thelatest episode of whichiscalled “ The Attack
of theClones.” The Army’ ssloganwasformerly that it would
turn boys into men: It now appears that the Army is out to
turn boysinto mindless*“ clone” killers.
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Arizona Mystery:
McCain, the Mob,
And the Democrats

by Anton Chaitkin

Thosewho remember Franklin D. Roosevelt and John F. Ken-
nedy find it strange that right-wingers such as Joe Lieberman
have taken control of FDR’s party. A spokesman for free
trade, cheap-labor economics, and imperial wars, Senator
Lieberman (D-Conn.) is just the sort of flunky FDR con-
demned when hewrested control of the Democratsfrom Wall
Street and the Southern racists.

Lieberman is continually promoting an anti-labor
warhawk Republican, John McCain of Arizona, asthe savior
of the country. For example, Lieberman’s own Democratic
L eadership Council devotesthe May 21 issue of its Blueprint
magazine to boosting McCain as America's greatest re-
former. Thelead article, by McCain’' sadviser Marshall Witt-
mann of the right-wing Hudson Institute, pushes McCain as
“the new Theodore Roosevelt.”

McCain and Liebermanthreatentolaunch athird party, to
blackmail President George Bush into waging new overseas
wars, or to tip the 2004 White House race to Lieberman, as
Theodore Roosevelt’s Bull Moose party bid gave the 1912
Presidential election to Woodrow Wilson.

Even stranger is McCain's clam to fame as a “re-
former"— the architect of the campaign finance reform mea-
sure, who will “clean up palitics.” For John McCain himself
isnotoriously “made,” asthebeneficiary of over $100 million
thanksto the gangster underworld of the Southwest—though
McCain reports his personal net worth to be only around
$10 million.

Mob Beer and Newspapers

In Arizona, itiswell known and often published that Mc-
Cain dumped his first wife to marry the daughter of James
Hensley; and that Kemper Marley—Sam Bronfman’ s desert
mob overlord—had awarded Hensley control of his
Budweiser beer distributorship. Hensley, after al, didn't
sgueal when he and dozens of other Marley employees were
convicted of violating Federal liquor laws. Hensley bank-
rolled McCain’ sfirst run for Congress.

Now McCain, hiswife, and their four children own over
60% of Hensley and Company, according to public records
of theArizonaLiquor Commission. Thenation’ ssixth-largest
beer distributor, Hensley keepsitsfinances secret, but admits
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to ayearly revenue of $200 million. A conservative estimate
puts the McCain family fortune, from the Hensley source
aone, at $120-200 million.

How did gangsterism and reactionary politics get mis-
named “reform”? Behind today’s headlines is the Arizona
marriage of the media power cartel and the mob, creating
John McCain—and a stench which is destroying the Demo-
cratic Party.

JimHensley staked hisnew son-in-law to hisfirst political
campaign in 1982. But McCain’ stwo elections to the House
and three to the Senate were each especially cleared and pro-
moted by the Pulliam family’ s Arizona Republic, the Phoenix
“kingmaker” newspaper. (The Pulliam family sold the Ari-
zona Republic to the Gannett chain in 2000, sincewhichtime
Senator McCain and the paper have been at odds.)

When young Hensley beer baron McCain entered Con-
gress, Arizona was embroiled in a series of trials relating to
the 1976 gangland bombing-murder of investigative reporter
Don Bolles. According to the testimony of confessed killer
John Henry Adamson, Bolles was blown up at the request
of mob overlord Kemper Marley, Hensley’ s patron. Bolles
articleshadimplicated Marley and Hensley inthemafiatenta-
cles of the Bronfman family’s race track-controlling mafia
unit, Emprise.

Marley’ s agents were tried and re-tried for the assassina
tion, even after Marley himself died in 1990.

Don Bolles had been hired by Republic owner Eugene C.
Pulliam to go after Pulliam’s Arizona political targets. But
Bolles' probe of Marley—Pulliam’s partner in running the
state—went over theline: Pulliam himself wasfinally named
inthescandal. Thisishow the Pulliam family itself delicately
describesthe problem, in the authorized biography Publisher
Gene Pulliam, written by his grandson Russell Pulliam:

Bolles named some of Pulliam’sfriendsin the stories.
... [Quoting Boalles:] “One of my fellow reporterstold
me, ‘Man, if you get that name out in public, you don’t
haveajob.’

“1 decided that if the Republic was that kind of a
paper, | didn’t want to work for it.

“And when his name came out in court, Gene ex-
pressed his admiration for our work in turning it up,
without fear or favor. He said, ‘ | alwayswondered how
long it would take.” ”

But, Pulliam continues: “Don Bolles found that Pulliam
was no longer so quick to back him up as in the past. . . .
Bolles quit investigative reporting for the Republic in 1974,
soon after Pulliam decided to kill a series on the Arizona
criminal justice system. Hisfight agai nst organized crimehad
beenanuphill battle.” (Whenanational group of investigative
reporters wrote a series on the Bolles murder, the Arizona
Republic refused to runit.)

Eugene C. Pulliam died in 1975; employee Bolles was
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killed in 1976. And Eugene's son and successor, publisher
Eugene S. Pulliam, endorsed Hendley’s candidate McCain
for Congressin 1982.

Who was Pulliam?

Eugene C. Pulliamroseto power asasoldier of the Teddy
Roosevelt wing of the Republican Party, the London-Wall
Street faction, in combat against the Abraham Lincoln, Wil-
liam McKinley, nationalist wing. Pulliam’ sfirst small news-
paper was afanatical pro-Teddy Roosevelt sheet, that failed
in 1914 with the collapse of the Bull Moose party.

Pulliam got financial backing from Texas oil barons Sid
Richardson and Clint Murchison, and from Robert Y oung,
the U.S. partner of the Duke of Windsor (Edward VI111). Pul-
liam got the money to buy the Indiana Star in 1944 and the
|eading Phoenix papersin 1946 from the Jefferson Pilot Insur-
ance Company of North Carolina, part of aradical-right intel-
ligence agency/lawyer/investor complex that would include
the Smith Richardson Foundation and the British cartel con-
trolling the Reynolds tobacco empire.

Crime, Re-Formed

The Pulliams swooped down on Phoenix in the mid-
1940s, extending their base from Indianapalis.

To take power in Arizona, Pulliam called for reform.
Gambling and prostitution were openly practiced; they must
bedrivenunderground. Supposedly to accomplishtheseaims,
Pulliam declared that government must be taken out of the
realm of “politics.” Pulliam soon established a near-dictator-
ship over Phoenix and Arizona state politics, in which gam-
bling and other crimes not only flourished but became the
way of lifein the New Economy.

By 1949, Pulliam established anew Charter Government
in Phoenix, where a select group would choose the slate for
election to manage the city. Thisgovernmental structure was
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Why has the Democratic Leadership
Council of Sen. Joseph Lieberman
been feverishly promoting the
Presidential timber of anti-labor,
warhawk right-wing Republican John
McCain? There are common
financial-political bosses involved.

dissolved when Eugene C. Pulliam died in 1975. Pulliam
ruled openly, creating the Phoenix 40 (leading utility, real
estate, and other local sub-chiefs), while Kemper Marley ex-
tended the Bronfman/mafia power behind the scenes.

Banker Walter Bimson ran the Valley National Bank as
an instrument for both Marley and Pulliam; Kemper Marley
was at one point chairman of Valley National. The bank pro-
vided the money for mob boss Meyer Lansky to set up the
Flamingo Hotel in Las Vegas under enforcer Bugsy Siegel.

Walter Bimson and Pulliam were the arbiters of all eco-
nomic and publicity decisionsin Phoenix, according to Pulli-
am’ sauthorized biography.

Politician Barry Goldwater was one of Pulliam’s instru-
ments to power. Barry’s brother was on the board of Valley
National Bank, in which the Goldwaters were major owners.
Pulliam convinced Barry Goldwater to get into palitics, start-
ing out by running for City Council. Goldwater led the dlate
backed by the Arizona Republic and Gazette and Phoenix
Charter Government group. Meanwhile, Kemper Marley’s
agent over a40-year era, jeweler Harry Rosenzweig, became
Goldwater’ smanager and eventually the head of the Arizona
Republican Party.

The Pulliam-Marley power structure channeled Phoe-
nix’s growth into a post-industrial financial boom, pivoted
on real estate speculation and other “services,” instead of
developing an industrial base. Pulliam called for racetracks
to service retirees and tourists, defining the state’s future.
The racetracks were host to the Bronfman-Marley-Hensley
“Emprise” gang, which cost investigator Don Bolles hislife.

Eventualy, Las Vegas-style casinos were legalized and
set up on Indian reservations. Senator McCain isthe political
godfather of the reservation-casinos acrossthe country, help-
ing to get cliques recognized as “tribes’ for the sole purpose
of opening casinos. Not surprisingly, casino owners, along
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Arizona mob and beer
boss, the late Kemper
Marley, fromwhose
organized-crime
operations John
McCain'scurrent
fortunes ultimately
spring. It was Marley
whom Arizona
investigative reporter
Don Bolleswason to,
when Bolleswas
murdered in 1976.

with beer distributors, are among the leading direct contribu-
torsto McCain's political campaigns.

And McCain put a strange loophole in his campaign fi-
nance reform: Indian tribes, i.e., casinos, could give limitless
contributions to candidates. The Los Angeles Times reported
on Feb. 23, 2002, that critics of the special exemption “fear
that tribes flush with gaming income would continue to pour
vast sumsinto the political system.”

Anamendment wasproposed to closethelndian contribu-
tions exemption. But as the Times put it, “the bill’s chief
advocates, including Sen. John McCain (R-Ariz.), himself
aleading Congressiona recipient of Indian gaming money,
were skeptical.”

Whilemammoth casino operatorstake profits, sharing the
loot with some reservation residents, unemployment, pov-
erty, disease, and social breakdown are at crisis levels
among tribes.

Ontothe WhiteHouse?

Thecuriouspolitical apparatusthat now sponsorstheMc-
Cain-Lieberman crusade, is rooted in the old subterranean
partnership of Pulliam and Bronfman.

ThePulliamfamily, including Eugene S. Pulliam’ sgrand-
son, former Vice President Dan Quayle, came to own Indi-
ana’ sleading newspapers, and amajor portion of the Eli Lilly
pharmaceutical company of Indianapolis. (Quayle was the
general manager of thefamily’ sHuntington, IndianaHerald-
Presswhen Eugene S. Pulliam died in 1975.)

The Pulliam dynasty helped create “ neo-conservatism.”
As the family explained in Eugene S. Pulliam’s authorized
biography, the new movement did not want to “preserve
America as it was or had been. They wanted to go further
back”—that is, back before the American Revolution—"or
forward, to anew way of life” in accord with British imperial
philosophers “John Locke, Adam Smith, and Edmund
Burke.”

The editors of two Indiana Pulliam papers, Jameson
Campaigne and M. Stanton Evans, were organizers of the
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American Conservative Union (ACU), along with Britishin-
telligence operative Marvin Liebman. As ACU president,
Evans led the group to break with Richard Nixon “from the
right.”

The neo-conservatives stressed the need for globalism,
free trade, an Anglo-American empire, with rightist-domi-
nated Israel asaregional partner.

The Hudson Institute moved from New Y ork to Indiana
in 1984 and came under the control of the Pulliam-Quayle-
Eli Lilly money and power complex. Dan Quayle went to
work at the Hudson Institute after leaving the Vice Presi-
dency, taking staff with him from Washington right into the
family’ singtitute.

Thisdynasty’s power is not hidden: Mitchell E. Daniels,
Jr., the current Director of the Office of Management and
Budget, a spokesman for the radical warhawk faction of the
George W. Bush Administration, was a key adviser to Dan
Quayle, and for 13 years, director of public relations for Eli
Lilly and the president of the Hudson Institute.

So, thisisthe Hudson I nstitute whose Bull M oose project
director, Marshall Wittman, isrunning the promotion of Pul-
liam protégé John McCain as “the new Teddy Roosevelt,”
and to which Joe Lieberman has devoted the magazine of the
Demoacratic Leadership Council.

Lieberman himself owes hisrise, perhaps more than any
other U.S. palitician, to the “Mega’ group of Jewish billion-
aires, whose influence has been crucial in wielding Israel as
an instrument of war and disruption in the Mideast. Heading
Mega are Edgar and Charles Bronfman, scions of the family
whoseagent Kemper Marley ruled ArizonawiththePulliams.
Thusthe now open political partnership of “ Republican” Mc-
Cain and “Democrat” Lieberman, which has a more-or-less
open hand in most Washington devel opmentstoday, isnot so
surprising at all.

TheTory Gang That FDR Defeated

Pulliam-style “reform” has destroyed the formerly pro-
ductive United Statesover the past several decades. Theecon-
omy, and American society, have been criminalized. Beyond
casinos, the most insane forms of gambling are now routine
inthebiggest corporationsand banks. Thisisthe“New Econ-
omy” hoax, which Joe Lieberman and his DL C—unshock-
able by Enron or worse horrors—still call America s future.
And what mafia porn merchants used to peddle, is now lega
Hollywood fare, along with video games designed to make
hit-men out of teenage players. Lieberman conned the Con-
gress out of acting against the producers of this murderous
trash, then collected millions in campaign money from the
Hollywood executivesin direct responsefor protecting them.

Lieberman and his sidekick McCain, the “Bugsy Siegel”
of the Indian casinos, are the loudest voices demanding a
plungeinto general war through and beyond the Middle East.

This “reform” is the Tory gang that President Franklin
Roosevelt buried in 1933. It’ snow up and stalking the White
House. It badly needs re-burying.
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. ily.” During the discussion period that followed her formal
remarks, Drew was asked a questionEiR History Editor
BOOk Rewew Anton Chaitkin: “John McCain and his wife and children
are the majority owners of the Hensley beer distributorship,
which Mrs. McCaininherited, and which was created by orga-
. . nized-crime figure Kemper Marley, notorious in the murder
Remventlng J Ohn of investigator Don Bolles—"
Drew cut off the question, demanding, “What are you

driving at?”

Chaitkin continued, but was soon cut off again: “My esti-
mate is that their stock in Hensley is worth at least $120
million in value—"

.. . “It's irrelevant,” Drew interjected. Later, in a private dis-
glgferllon’gg%aln cussion, Chaitkin continued, detailing the Arizona organized-
y Llzabeth Drew crime links to the McCain household, contending that, since
lfg‘fgggrgs: Sﬁi%%?gg;%g%Ster’ 2002 the essence of Drew’s embrace of McCain was that he was a
’ ’ ’ reformer, in the tradition of Teddy Roosevelt and the mug-
wumps, “Isn’tit relevantwhere his own money comes from?”

To which Drew responded, “If this is true, why didn’t we
The well-respected political historian Elizabeth Drew madesee it in 20007 It didn’t come up at all.”
anappearance on June 5, atthe National Archives in Washing- Chaitkin then asked her: “Did you bother to look up hit
ton, D.C. to lecture on her latest bodRitizen McCain, an  family money?” She replied, again, “It's irrelevant.”
unabashed embrace of Arizona'’s senior Republican Senator, This strange encounter served to reinforce certain ve
JohnMcCain. Bothin herlecture, andin her 181-page accourdisturbing things that this reviewer ran up against in reading
of how McCain successfully orchestrated the campaign fi- Elizabeth Drew’s short, gripping, and wholly laudatory ac-
nance reform bill through the Congress and through a threatount of McCain's fight to push through the campaign finance
ened Presidential veto, Drew made no bones about the fact  reform bill. Let us assume—and that is a very generous ¢
that she considered John McCain taheanti-establishment  sumption—that Drew’s account of the behind-the-scenes ma-
version of the “Great White Hope,” who could shape, if not  neuverings of McCain and a handful of predominantly Demo-
win, the 2004 Presidential election as America’s first successratic Party allies, that led to both Houses of Congress
ful modern third-party insurgent. passing, and President George W. Bush signing, the campaign

In a guest appearance on National Public Radio severakform bill, is true. Nonetheless, the book smacks of such
weeks before her National Archives lecture, Drew responded personal partisanship toward McCain, that it almost read lik
to one caller, by insisting that McCain must retain the optiona love poem, rather than the kind of probative and searing
ofanindependent Presidential run, and beatback any attempts political analysis that one has come to expect from Drew.
to lure him into the Democratic Party, where he might share  Elizabeth Drew has been pounding the Washington pave-
aticket with his “dearest friend” in the Senate, Joseph Lieber- ~ ment for more than 25 years, covering Presidential and Cor
man (D-Conn.). She scoffed at the idea of McCain joining agressional politics in scores of articles féew Yorker maga-
Democratic Party that still retained even a scrap ofthelegacy  zine and other publications, and 11 previous books. In rece
of Franklin D. Roosevelt's New Deal economic policies, andyears, withWhatever It Takes andThe Corruption of Ameri-

by Jeffrey Steinberg

the civil rights tradition of Lyndon Johnson. can Politics, she has focussed her pen on the massive corrup-
tion of the American political process, through the power of
L eaving Out the Notorious money and lobbying.
An incident that occurred during her National Archives This is why | felt so dirty, having read her hour-by-hour

appearance letthe cat out of the bag, revealing thather “travelccount of a year in the life of a wanna-be President of the
with John” account of the 2001-2002 campaign finance re- United States, knowing some things myself about the corrug
form legislative battle, is part of a larger effort to “reinvent” tion behind McCain’s Arizona empire, and the very danger-
John McCain, for use in the 2004 Presidential elections, by  ous role he has carved out for himself as a one-man Sword |
air-brushing out of the picture some most disturbing and reDamocles hanging over the head of a very vulnerable Presi-
vealing facts about the former Vietnam prisoner of war-turned dent George W. Bush.
Arizona Senator.

During her lecture, Drew lamented that, during the “dirty” Some Basic Facts
South Carolina Republican primary campaign in 2000, “ru- The accompanying investigative report by Anton
mors were spread about [McCain’s] wife, children and fam-  Chaitkin provides the reader with a road map of John Mc-
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IJABETH DREW

The usually competent author refusesto deal with certain critical
matters of McCain’s Arizona backing, turning out a book of
unremitting praise.

Cain’'s Arizona, anest of organized crime, real estate boon-
doggles and ripoffs, and right-wing Zionist political power
games. What need sto be highlighted, in order for the reader
toappreciatethesignificanceof theattempt to“ reinvent” John
McCain, istherolethat McCainand his“Bull Moose” backers
are playing in the ongoing perversion of American foreign
and national security policy.

AsDrew’ sformer nesting ground, New Yorker magazine,
reported at the beginning of this year, McCain is promoting
the idea of athird party candidacy, to draw sufficient votes
from President Bush in the 2004 general elections, to defeat
the incumbent, in a near-perfect replay of what happened to
George H.W. Bush in 1992, at the hands of H. Ross Perot.

McCain has made it clear—on numerous public occa
sions—that he will make his spoiler decision on the basis of
how well or how poorly President George W. Bush performs
onanumber of litmus-test foreign and national security policy
issues. During the February 2002 annual “Wehrkunde” Inter-
national Conference on Security Policy in Munich, McCain
declared that the President had aready nearly lost the “war
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on terrorism” by his failure to overthrow Saddam Hussein,
his continuing partnership with the Saudi royal family, and
hisrefusal to join Ariel Sharon in repudiating Y asser Arafat
asastone-cold unrepentant terrorist.

McCain’s Wehrkunde performance was actually part of
aquartet act, with his“best friend” Joe Lieberman, Sharonist
Richard Perle, and Deputy Defense Secretary Paul Wolfowitz
completing the “ Get Saddam™ ensemble.

In effect, McCainis part of the larger orchestration of the
Bush Administration’s foreign policy, to force the President
to wreck decades of American Middle East policy, to break
U.S. ties with the Saudis and other key Middle Eastern and
Persian Gulf allies, and give Sharonthe“ greenlight” toimple-
ment his"“fi nal solutiontothe Pal estinian problem™— or facea
humiliating 2004 defeat. Such afather-son defeat will forever
stain the Bush family legacy—or so the story goes.

McCain knowsthis. Elizabeth Drew, onewould imagine,
certainly knowsthis. Thisispublicly flaunted political treach-
ery, which involvesthe current leadership of the Democratic
Party—particularly the Democratic Leadership Council of
so-called centrists, led by Lieberman—along with an even
more dangerous coterie of “ Christian Zionist” Republicans,
who count (soon to depart) House Mgjority Leader Dick
Armey (R-Tex.) and House Mgjority Whip Tom DelLay (R-
Tex.) astheir Congressional champions. The outright Sharon
lobbyists in America—the extreme Jabotinskyites of the Zi-
onist Organization of America and Americans for a Safe |s-
rael—who are openly alied with the Christian Zionists like
Jerry Falwell, Pat Robertson, and Ralph Reed, are such an
obvious part of the“Get Bush” blackmail gamethat it hardly
needs further mention.

Sincethebook Citizen McCainisclearly part of the effort
to foster the highly dubious ideathat the electrically charged
ArizonaSenator isaviablepolitical leader—Presidential tim-
ber—one cannot help but wonder: Who put Drew up to this
exercise in fallacy of composition, an exercise that has dire
potential consequences for the survival of the United States?
John M cCain’ s2000 Presidential runagainst GeorgeW. Bush
enjoyed the backing of Zbigniew Brzezinski, and theimplicit
backing of the ever-sneaky Henry A. Kissinger. Thesearethe
Bobbsey Twins of the Clash of Civilizations. That is clearly
thelarger political pictureinwhich Elizabeth Drew’ sfictional
rendition of John McCain isto be situated, and it stinks!

To reach us on the Web:

www.larouchepub.com
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Congressional Closeup by carl 0sgood

K ucinich Challenges Bush Speaker Pro Tempore Ray La-  Gregg (R-N.H.) proposed an amend-
On ABM Treaty Decision Hood (R-IIl.) ruled that Kucinich’s ment that would have reinstituted the
On June 6, Rep. Dennis Kucinich (D- resolution, because it invoked a con-  budget caps made infamous by the
Ohio) offered a privileged resolution  stitutional authority of the Congress as997 Balanced Budget Act. He said,
calling on President George Bush to awholeratherthanjustthe House,was “Recently, we have seen the budget
seek Congress’ approval of his De-  notinorder. LaHood’s ruling was ugdiscipline within the Congress has
cember decision to withdraw from the held on Kucinich’s appeal by a vote of eroded rather dramatically.” Budget

Anti-Ballistic Missile (ABM) Treaty. 25410 169. Committee Chairman Kent Conrad
Under House rules, a privileged reso- (D-N.D.) said that the flaw in Gregg'’s
lution deals with matters “affecting the proposal was that it was based, “not
rights of the House collectively, its Sen ) on what actually happens, but ... on
safety, dignity, and the integrity of its ate PassesBill for projections of whatwill happen.” Con-

proceedings,” or “affecting the rights, Supplemental Spending rad proposed extending the 60-vote

reputation, and conduct of the mem- On June 6, the Senate passed by avote point of order against provisions that

bers. . . intheir representative capac-  of 71to0 22, the fiscal year 2002 suppleiolate the 1974 budget act. He said

ity only.” mental appropriations bill. The total that otherwise, “it will become much
Since only the Senate deals with  amount of the bill, $31.5 billion, wasnore difficult to enforce budget disci-

treaties, House Foreign Affairs Com- about $2 billion above that passed by  pline in the Senate.”

mittee Chairman Henry Hyde (R-Ill.)  the House, which was some $2 bilion Both amendments failed. The

made a point of order against Kuci- above the request submitted by the  Gregg amendment did not have the 60

nich’s resolution, arguing that it did ~ White House in March. The debateotes required to waive the budget act,

not constitute a question of House was marked not only by charges of and the Conrad amendment fell on a

privilege. Hyde said that, in 1979, the pork-barrel spending by some Repupeint of order, being non-germane to

Supreme Court rejected the claim, licans, notably John McCain (R- an appropriations bill.

made by then-Sen. Barry Goldwater  Ariz.), but several Senators also tried

(R-Ariz.), that President Jimmy Carter to make the debate a vehicle for bud-

had no right to abrogate the defense  get politics. H

treaty with Taiwan. Hyde concluded Because the billis nearly $4 billionl 1 ouse Favor s Per manent

that when President Bush decided to over President George Bush’s request,Estate Tax Repeal

abrogate the ABM Treaty, he “was it has drawn a veto threat from th&he House GOP leadership got their

fully within his rights to actas he did.” White House. On June 4, Office of way on June 6, when they passed by
Kucinich replied that the debate is Management and Budget Direct@ vote of 256 to 171, a bill to make

“about the role that this institution has Mitch Daniels submitted a letter to the permanent the repeal of the estate tax.

inademocracy.” He said that because, GOP caucus, saying that the bill “iRassed as part of last year's tax bill,

under the Constitution, treaties are the cludes scores of unneeded items that  the estate tax repeal expires at the end

law of the land, the President has no total billions of dollars,” including $1bf 2010. Republicans claimed that the

unilateral authority to repealthem, any million in assistance to New England estate tax is hardest on family farms

more than he has the authority to re-  fishermen, $2 million for a storage fand family-owned businesses, often

peal a law passed by Congress. “We cility for the Smithsonian Institution, forcing a family to sell the business in
must assert our role in this treaty with- ~ and so on. The GOP failed to strikerder to pay the tax. John Duncan (R-
drawal,” he said, “in order to prevent some of those items from the bill, Tenn.) claimed that 85% of estates that

further erosion of constitutional au- though they did have some successpay the tax are valued at about $2.5
thority.” What is at issue, “is whether removing the “emergency” designa-  million, many of which are small busi-
this House of Representatives, this  tion from other items. nesses.

Congress, will stand up to an imperial The failure of the Senate to pass a Democrats view the bill as a politi-
Presidency,” one that “does not re-  budget resolution for fiscal 2008al payoffto the richest GOP support-
spect the constitutionally protected spilled onto the Senate floor, in the  ers. Charles Rangel (D-N.Y.) said that
role ofthis Congressinthegovernance  form of attempts to add a budget ehe beneficiaries would be the less than
of our nation.” forcement mechanism to the bill. Judd 1% of the taxpayers “who are blessed
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not only with high income and great
estates, but thosewho are blessed with
awholelot of great Republicanfriends
that would like to have them even ex-
tendbenefits.” Hecalled consideration
of thebill (whichwould cost $1 trillion
over ten years) during a time of war,
“when we do not even have a decent
prescriptiondrugbill, . . .immoral, in-
decent, and obscene.”

Dennis Kucinich (D-Ohio) said
that “the purpose of the estate tax is
to mitigatetheaccumulation of wealth
by family lineage,” which “makes for
afairer society.” Hesaid, “ Democracy
needs an estate tax. By contrast, mon-
archies are characterized by not hav-
ing estatetaxes. . . . Without the estate
tax, the tax burden is more squarely
placed on middle- and low-income
workers and their wages. The estate
tax ensuresthat inherited wealth bears
more tax burden than earned wages
that are the result of work and effort.
Estate taxes reduce the concentration
of wealth and foster our democracy.”

Bush Team Pushesfor
Terrorism Insurance

On June 10, Treasury Secretary Paul
O’ Neill sent aletter, signed by Direc-
tor of the Office of Management and
Budget Mitch Dani€ls, Director of the
National Economic Council Lawrence
Lindsey, and Chairman of the Council
of Economic Advisers R. Glenn Hub-
bard, to Senate Minority Leader Trent
Lott (R-Miss.), calling for action on a
terrorism insurance hill.

O’ Neill warned that the absence of
such legidlation is “having a palpable
and severeeffect on our economy.” He
said the lack of terrorism coverage
“makesit moredifficult to operate, ac-
quire, or refinance property, leading to
diminished bank lending for new con-

struction projects and lower asset val-
ues for existing properties. . .. With-
out such insurance, the economic
impact of another terrorist attack
wouldbemuchlarger, includingmajor
bankruptcies, layoffs, and loan de-
faults.”

Last December, the House passed
a terrorism insurance bill that was
based on a bhipartisan agreement
among theWhiteHouse, Senate Bank-
ing Committee Chairman Paul
Sarbanes (D-Md.), and Sens. Chris
Dodd (D-Conn.), Phil Gramm (R-
Tex.), and Mike Enzi (R-Ore.). How-
ever, the bill has been stalled in the
Senateever since. OnJune4, Majority
Whip Harry Reid (D-Nev.) said that
Republicans have blocked every at-
tempt to movethe bill. He said the de-
siretomoveit quickly requiresaunan-
imous consent agreement, and the
agreement the Democrats are propos-
ing would allow for amendments.

Reid said that part of the problem
is that some Senators wish to use the
bill asavehiclefor tort reform. “This
isnot about tort reform,” hesaid. “Itis
about maintaining the stability of our
economic infrastructure.”

Army’sCrusader Artillery
System’s Futurein Doubt

On May 29, the White House sent up
an amendment to its FY 2003 budget
request asking to reprogram $475 mil-
lion from the Army’s Crusader artil-
lery system to other “more trans-
formational” technologies, reflecting
Secretary of Defense Donad
Rumsfeld's decision to kill the self-
propelled artillery system. Of the $475
million, $310 million would go into
the Future Combat System and an-
other $48 million into the Excalibur
precision-guided artillery shell, which

was originaly intended to be fired
from the Crusader but now is to be
planned for existing artillery systems.
The remainder of the money will go
into upgrade programs for fire-sup-
port systems.

However, the decision to cancel
the Crusader faces an uphill battle in
the Senate. The House has already
passed its version of the FY 2003 De-
fense Authorization bill, with a provi-
sion requiring an in-depth study of
possible aternatives before alowing
the system to be cancelled. Senate
Armed Services Committee Chairman
Carl Levin (D-Mich.) indicated on
June 10, that the Senate still has many
guestions. Hetold reportersat amedia
breakfast that the timing of
Rumsfeld's decision was poor, and
that the Defense Department did not
even follow its own timetable for re-
view of the system. He noted that
Army Chief of Staff Gen. Eric
Shinseki still supportsthe Crusader.

Levin caled for alowing the
Army to completeitsstudiessothat all
of the information required to make a
decision will be available, whether it
isto continue development of the Cru-
sader or, if it is ultimately cancelled,
then on how to reallocate those funds.

While support for the Crusader in
the Senate cuts across party lines, an-
other item passed by the Senate Armed
Services Committee does not. That is
the reallocating of about $800 million
from the missile defense program into
the Navy’s shipbuilding account. In
Levin's view, the Bush Administra-
tion’ sbudget underfunds shipbuilding
significantly, providing for only five
ships when eight to ten are needed
each year to maintain the fleet at the
current level of 310 ships. Levin also
expressed concern about the oversight
of themissiledefense program, noting
that the authorization bill providesfor
closer scrutiny of the program.
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National News

What Does a Stanford
Education Buy You?

In a random survey conducted by t8@an-
ford Review, Stanford University studentg
scored an average of 50% on a list of eig
basic questions, relating to the history
Western Civilization, Alex Robbins re-
ported in theReview on June 5. In 1997,
Stanford replaced their “Western Civiliza
tion” program with a new “Culture, Ideas
and Values” curriculum.

Below are the questions, and the perce
who answered correctly:

1. Who is the current British Prime Min-
ister? 60%

2. Who wroteThe Wealth of Nations?
50%

3. Which came first, the Renaissance
the Enlightenment? 70%

4. Which 16th-Century scholar first pro
posed that the Earth revolves around t
Sun? 25%

5. Nameone inventor of the printing
press? 45%

6. What was thexact date of the Japa-
nese attack on Pearl Harbor? 40%

7. Which came first, the American or th
French Revolution? 65%

8. Who was the first leader of the Sovig
Union? 40%

In addition, the official “answer” to one
of the eight questions, was incorrect. G
question 4, 25% gave the “correct” answ

of “Copernicus,” while 64% answered “Galt

ileo.” Both are wrong. The first schola
known to have proposed that the Earth r
volves around the Sun was Aristarchus,
the Third Century B.C.

Graduating seniors did the best on th
test, but not by much: They scored 55
correct.

Texas Puts Screws on
Ex-Death Row Inmate

Despite the fact that Clarence Brandley w.
wrongfully held on Texas’s death row fo
nine years, the state is requiring him to pa
child support for thattime, the Death Penal

Brandley’s children are now adults. Texas
demanding that his employer deduct week
child support back-payments from his sala|
for the next five years.

The Texas Attorney General's Officg
child-support division claims that the “spe
cial circumstances” of Brandley’s wrongfu

conviction do not supersede his obliga
to make the payments, which were c
when he was arrested for murder more
20 years ago. Brandley’s conviction
thrown out when State District Judge P¢
Picket said that in his 30 years on the bg
“no case has presented a more shockin
nario of the effects of racial prejudice, p
jured testimony, witness intimidation,
an investigation the outcome of which
predetermined.”
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rUSSLiberty Veterans

LeDemand I nvestigation

Thé&JSSLiberty Veterans Association pub
lished a full-page ad in th®ashington
Times on June 6, marking the 35th annive

sary of the day, June 8, 1967, that “Am
ca’'s banner and honor was treache
trashed by our so-called ally, Israel,” W
34 Americans were killed and 172 woun
in the attack on the U.S. ship. They c
upon President George Bush to creat
special Presidential panel “to finally inve|
n gate the attack and cover-up &fSBe
er Liberty.”

The ad, published as an open letter t

President, contains a detailed descripti
the Israeli attack, which is described
liberate, and undertaken by the Is
“knowing full well our identity of the ship.
eThe ad also tells how the crew “was ordere
% toremain silentunder threat of court mg
imprisonment, or worse, and we all kne
what worse meant.”

“Israel’'s premeditated, sneak attack d
the USS Liberty was a direct attack on
America,” the letter says. “The disgracefy
refusal of unpatriotic American governme
officials of dubious allegiance to defe

P
-

ot

r
e_
in

as  cans under attack can only be charac
[ astreasonous.”

Y The May 31 issuklBfcovered the
y story of theUSS Liberty, raising new ques-

t
n:Fj
Americaand come to the aid of brave Amerii-

s  without which the attack could not have oc-
lycurred.
y

D

I VirginiaFlunkslts

& andardsof Learning

> thidve mandatory “Standards of Learning”
vaest, instituted a few years ago in Virginia
erignd other states, is touted for being able to
enghiarantee that students know fundamentals
y safehistory, math, science, etc. In a practice
ertest for eighth graders given on May 16 at a
[ahfrthern Virginia middle school, the fol-
vaswing question was #47:

“Question: Whose idea, expressed in the
Declaration of Independence, was that peo-
ple have natural rights to life, liberty, and
property?

“A. George Washington

“B. Patrick Henry

“C. John Adams

“D. John Locke”

As Virginia patriots of earlier genera-
tions knew, the Declaration actually speaks
r- of the right to “life, liberty, and the pursuit
erdf happiness,” a formulation chosen by the
oBsfyners in repudiation of John Locke’s for-
hemulation, “life, liberty, and property.”
deldocke was the author of the pro-slavery
allednstitution of South Carolina, and hisideas
e about the primacy of “property” were em-
stbodied in the Confederate Constitution. It
was the American followers of Gottfried
Leibniz and his advocate Emmerich Vattel,
o thhbo emphasized the philosophical and
bnrobral concept of “the pursuit of happiness”
as(dee Robert Trout, “Life, Liberty, and the
aBlissuit of Happiness,”Fidelio, Spring
' 1997).
2d
rtial,

nO’Nelll Boosts Free

 Tradefor Africa

Treasury Secretary Paul O'Neill chose a fo-
rum at Georgetown University on June 5,
following his trip to Africa with Irish rock
testatBono, to put forth U.S. economic policy
for Africa, making clear his opposition to the
role of state support for infrastructure and
economic development. He told the audi-

Information Center reported on June
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of prosperity, and that only private citizens,
and only private initiative, can create eco-
nomic wealth.

Ignoring the effects of colonialism and
decades of looting by the International
Monetary Fund, O’ Neill held only the Afri-
can nations responsible for the poverty of
their people, due to their failure to fight
corruption and promote good governance.
While observing that 45%—300 million—
of the continent’ s people do not have access
to clean water, he asserted that dl that is
necessary to turn thingsaround is*“entrepre-
neurial enthusiasm.” His model, which he
cited more than once, was how a single
mother with several children in Ghana used
a$50 micro-loanto start asuccessful restau-
rant and related businessesthat now employ
14 people.

One seasoned diplomatic representative
from Africatold EIR privately, that it was
all talk, and at the end of the day, nothing
will be done by the Bush Administration to
help Africa

Michael L edeen Foments

‘Insurrection’ inlran

Michael Ledeen, National Security Council
consultant tothe Reagan Administration and
now aresident scholar at the neo-conserva-
tive American Enterprise Institute, callsfor
an “insurrection” in lran, in a statement
posted on the AEI website and published in
the Wall Street Journal on June 5.

Ledeen is the author of Universal Fas-
cism—a concept which he supports—and a
leading figure in the Iran-Contra and “ Jeru-
salem Temple Mount” projects.

Hewritesthat at acommemorative event
for the Ayatollah Khomeini, who died in
1989, therewere seven representativesfrom
al-Qaeda, “whose leader, Osamabin Laden,
has been reported by local newspapersto be
living in aremoteregion of Iran itself.”

Ledeenwrites, “ Just two weeksago, Ay-
atollah Ebrahim Amini, deputy leader of the
Council of Experts—perhapsthe most pow-
erful ingtitution in Iran—publicly warned
that thecountry wasonthevergeof insurrec-
tion.” Thisunrest isprimarily dueto the eco-
nomic devastation wrought by the “mulla-
cracy,” saysLedeen.

L edeen backs President Bush for includ-

EIR June 21, 2002

ing Iran in his “Axis of Evil” formulation,
during the State of the Union address, not-
ing: “Themullahs. . . haveintensified their
terror campaign against the United States
and its allies. They aim to drive America
out of Afghanistan, just as Khomeini did in
Lebanoninthe 1980s: by killing and kidnap-
ping Americans, and eventually demonstra-
ting that the United States does not have
staying power.” But, despite Bush’ s speech,
“We dtill have no Iran strategy.” What is
needed, L edeen says, isabombardment with
radioand TV broadcastsin Farsi, asustained
condemnation of the“ mullacracy” by Amer-
ican leaders, and material assistanceto those
leading the freedom movement in Iran.

Ledeen concludes: “Itishard toimagine
that the Iranian people require enormous
support to rid themselves of meddlesome
priests, and unlikethe challengein Irag, one
can readily envisage a successful regime
change in Tehran without dropping asingle
American bomb or firing asingle American
bullet.”

Falwell: Keep All
Thelmmigrants Out

Arguing that we have to accept sacrifices
to protect freedom, Rev. Jerry Falwell of
the Christian Coalition suggested some sac-
rifices to be made—by foreigners and peo-
ple of races and religions that are not his
own. Writing on WorldNetDaily on June
8, Falwell lauded Attorney Genera John
Ashcroft’s plan to fingerprint and photo-
graph 100,000 foreign visitors, but hedidn’t
stop there. “I believe it is time to simply
close down our immigration doors,” to pro-
tect U.S. citizens, and to halt al visitor visas
from nations linked to terrorism, he said.

“Ensuring that our people are safe may
mean building a wall from San Diego to
Brownsville,” Falwell continued. “ If it does,
let’ s get on with the construction.”

Meanwhile, Lt. Col. Oliver North (ret.)
wrote acolumn in the Washington Times on
June 9, in favor of ethnic profiling against
Arabsand Muslims. North charged that “ po-
litical correctness’ iswhy the FBI failed to
pursue the Phoenix and Minneapolisreports
about Middle Easterners attending flight
schools.

Briefly

THE U.S. NAVY will unilaterally
stop and search shipsin the Mediter-
ranean, in international waters, look-
ing for weaponsshipmentsandterror-
ists, the State Department confirmed
June 3. Southern European countries
have been informed, and so far Spain
has rejected the policy.

SCHOOL DISTRICTS in 15
states are cutting back to a four-day
school week to save money, the New
York Times reported on June 9. In
Colorado, 36 of 180 districts have
gone to four days; in Wyoming, 20
of 48 districts. Many working parents
have been forced to put their children
in day-care centers on Fridays.

RUPERT MURDOCH’S New York
Post demanded that CIA Director
George Tenet be fired, for meeting
with Palestinian President Y asser Ar-
afat. Inits June 8 editorial, the Post
attacked Tenet’ srefusal to call Arafat
aterrorist.

RONALD LAUDER cdled on
American Jews to leave the Demo-
cratic Party and join the GOP, in a
Wall Street Journal commentary on
June 10. Lauder is heir to the Estée
Lauder cosmetics empire, and desig-
nated successor to Edgar Bronfman
as head of the World Jewish Con-
gress. He cited the Christian Right’s
support for Isragl asevidencethat the
Republican Party is able to deliver
support for Israel, and argued that
Jews had largely been in the Republi-
can Party until the Franklin D. Roose-
velt Presidency.

SEN. GEORGE VOINOVICH
(R-Ohio) said that he will refuse to
attend Senate hearings on mountain-
top coal mining, chaired by Sen. Jo-
seph Lieberman (D-Conn.), because
rock star Kevin Richardson was
scheduled to testify as an “expert”
witness. According to the Cleveland
Plain Dealer, a Richardson spokes-
man defended the star’ s expertise on
the grounds that “he flew over the
area.” Voinovich denounced a “dis-
turbing trend” by the Committee’s
Democratic leadership to call celeb-
rity witnesses.
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Editorial

What Will We Do This Summer?

From the moment, a few weeks ago, that leading offi-
cials of the Bush Administration began making almost
daily public promises of major new terrorist attacks
coming against the American people, it hasbeen evident
that something strange and dangerous was occurring,
and that there “ had to be moreto thisthan met theeye.”
The truth of this situation does not turn on terrorism,
nor on perpetual war against it; but on girding ourselves
to deal with an oncoming economic depression.
Thelong-dreaded fall of the dollar began six weeks
ago, wrenching apart what’ sleft of the globalized econ-
omy which lived on dollar imports alone. The lie of a
Spring “U.S. economic recovery” isgiving way to the
sickening “second dip” of that economic mudslide that
began right after Election Day, 2000. The interna
indebtedness of the U.S. economy—not only in abso-
lutetrillions, but in ratios of debt to underlying produc-
tion, has been rocketting upwards since the second half
of 2001, now reaching nearly $5 in new debt for each
$1in new GDP—and that despite the mountains of cor-
porate debt which we witness disappearing into bank-
ruptcies and other forced writeoffs. Throughout 1bero-
America, acrisis of unpayable debt, of unprecedented
dimensions, isspreading out of thetragedy of Argentina
toBrazil, Mexico, and theother nations of the continent.
Since the second half of 2000, the international
economy hasundergoneaphase-shift, intoaglobal pre-
dicament where the cost of rolling over debts which
can't be paid, far exceeds the debts themselves, often
looting these costs directly out of public treasuries.
Now, we are facing a period of tremendous economic
turbulence, leading towardsthe blowout of thefinancial
system in the months ahead. Bigger and bigger statisti-
cal fraud and fakery cannot keep this system going
much longer, and the financial “oligarchies’ know it.
Thus the strange public “pledges’ of new terrorist
attacks, fromleading officials, could not beexplained as
amerepolitical responsetothe Democraticleadership’s
“who knew what, when?” games. Rather, they signaled

the beginning of aperiod of great danger of destabiliza-
tions of governments, and of military adventures and
war.

Bluntly put, IMF or Federal Reserve officials en-
forcing lunatic and destructive policies; Wall Street and
City of London oligarchswhose specul ativebubblesare
blowing up; and their influential political and academic
Leporellos, do not want citizens or their el ected leaders
thinking about the economy now. The agendais to be
terrorism, “ perpetual war against terrorism,” preemp-
tivewar against “terrorist nations,” and nothing else.

So the months of this Summer and early Fall will be
atime of great danger. During those months, the one
factor which can shift the agenda away from the fog
of terrorism and war, and into a counterattack on the
economic collapse, is the factor of leadership repre-
sented by Lyndon LaRouche. For the second week,
LaRoucheis pointing the necessary policy-direction to
nations abroad: last week in his strategic keynote at the
Arab League's Zayed Centre; this week describing to
Brazilian leaders how to avoid a looming Argentine-
style collapse.

Butitisinthe United Statesthat thisdebt bomb and
dollar crisiswill hit the hardest. Over the Summer and
early Fall months, American citizens and elected lead-
ers will be most in need of the economic policies
LaRouche has put forward for this crisis—beginning
with emergency nationa bankruptcy reorganization of
unpayable debt, and proceeding to reconstruction mea-
sures around the Eurasian Land-Bridge development
projects.

LaRouche's agenda may still seem improbable of
adoption by American leadership. Butitistheonly one
that leads, in these coming months, away from the fi-
nancial oligarchy’s “perpetual war games,” by attack-
ing the real danger—economic collapse. Back
LaRouche—send a signal such the one coming from
Brazil this week, from the Arab world last week—and
shift the nation’ s agenda back to sanity.
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Sundays—Afternoons

ALASKA

+ ANCHORAGE—Ch.44
Thursdays—10:30 pm

ARIZONA

« PHOENIX
Cox Ch.98
Sundays—11 am

* PHOENIX VALLEY
Quest Ch.24
Sundays—11 am

* TUCSON—Ch.74
Tuesdays—3 pm

ARKANSAS

* CABOT—Ch.15
Daily—8 pm

« LITTLE ROCK
Comcast Ch. 18
Tue—1 am, or
Sat-1 am, or 6 am

CALIFORNIA

* BEVERLY HILLS
Adelphia Ch. 37
Thursdays—4:30 pm

* BREA—Ch. 17
Mon-Fri: 9 am-4 pm

* BUENA PARK
Adelphia Ch. 55
Tuesdays—6:30 pm

« CLAYTON/CONCORD
AT&T-Comcast Ch.25
2nd Fri.—9 pm

* CONTRA COSTA
AT&T Ch. 26
2nd Fri.—9 pm

* COSTA MESA Ch.61
Wednesdays—10 pm

* CULVER CITY
MediaOne Ch. 43
Wednesdays—7 pm

«E. LOS ANGELES
Adelphia Ch. 6
Mondays—2:30 ppm

* FULLERTON
Adelphia Ch. 65
Tuesdays—6:30 pm

* HOLLYWOOD
AT&T—Ch.3
Wednesdays—6:30 pm

* LANCASTER/PALM.
Adelphia Ch. 16
Sundays—9 pm

* LAVERNE—Ch. 3
2nd Mondays—8 pm

« LONG BEACH
Charter Ch. 65
Thursdays—1:30 pm

* MARINA DEL REY
Adelphia Ch. 3
Thursdays—4:30 pm
MediaOne Ch. 43
Wednesdays—7 pm

* MID-WILSHIRE
MediaOne Ch. 43
Wednesdays—7 pm

* MODESTO—Ch.8
Mon & Thu—2:30 pm

* OXNARD
Adelphia Ch.19

Americast Ch.8
Tuesdays—7 pm

« PALOS VERDES
Cox Ch. 33
Saturdays—3 pm

* PLACENTIA
Adelphia Ch. 65
Tuesdays—6:30 pm

« SAN DIEGO Ch.19
Fridays—5 pm

« SAN PEDRO
Cox Ch. 33
Saturdays—4 pm

« SANTA ANA
Adelphia Ch.53
Tuesdays—6:30 pm

* STA.CLAR.VLY.
T/W & AT&T Ch.20
Fridays—1:30 pm

* SANTA MONICA
Adelphia Ch. 77
Thursdays—4:30 pm

* TUJUNGA—Ch.19
Fridays—5 pm

* VENICE—Ch.43
Wednesdays—7 pm

* VENTURA—Ch.6
Adelphia/Avenue
Mon & Fri—10 am

* WALNUT CREEK
AT&T Ch.6
2nd Fridays—9 pm

* W.HOLLYWOOD
Adelphia Ch. 3
Thursdays—4:30 pm

* W.SAN FDO.VLY.
Time Warner Ch.34
Wed.—5:30 pm

COLORADO

* COLORADO SPGS.
Adelphia Ch. 4
Tuesdays—8 pm
Thursdays—11 am

* DENVER—Ch.57
Saturdays—1 pm

CONNECTICUT

* GROTON—Ch. 12
Mondays—10 pm

* MANCHESTER Ch.15
Mondays—10 pm

* MIDDLETOWN—Ch.3
Thursdays—5 pm

* NEW HAVEN—Ch.29
Sundays—5 pm
Wednesdays—7 pm

* NEWTOWN/NEW MIL.
Cablevision Ch. 21
Mondays—9:30 pm
Thursdays—11:30 am

FLORIDA

* ESCAMBIA COUNTY
Cox Ch. 4
2nd Tue, 6:30 pm

IDAHO

* MOSCOW—Ch. 11
Mondays—7 pm

ILLINOIS

* CHICAGO
AT&T/RCN Ch.21
(no shows in June)

* QUAD CITIES
Mediacom Ch. 19
Thursdays—11 pm

* PEORIA COUNTY
Insight Ch. 22
Sundays—7:30 pm

« SPRINGFIELD Ch.4
Mon-Fri: 5-9 pm
Sat-Sun: 1-5 pm

All programs are The LaRouche Connection unless otherwise noted. (*) Call station for times.

INDIANA

* BLOOMINGTON
Insight Ch.3
Tuesdays—8 pm

* DELAWARE COUNTY
Comcast Ch. 42
Mondays—11 pm

* GARY
AT&T Ch. 21
Monday - Thursday
8 am - 12 Noon

IOWA

* QUAD CITIES
Mediacom Ch. 19
Thursdays—11 pm

KENTUCKY

* BOONE/KENTON
Insight Ch. 21
Mon: 4 pm; Sat: 5 pm

« JEFFERSON Ch.98
Fridays—2 pm

LOUISIANA

* ORLEANS PARISH
Cox Ch. 78
Tuesdays & Saturdays
4 am & 4 pm

MARYLAND

+« ANNE ARUNDEL
Annapolis Ch.20
Milleneum Ch.99
Sat & Sun: 12:30 am

* MONTGOMERY Ch.19
Fridays—7 pm

* P.G.COUNTY Ch.76
Mondays—10:30 pm

MASSACHUSETTS

* AMHERST—Ch.12
Mondays—Midnight

« CAMBRIDGE
MediaOne Ch. 10
Mondays—4 pm

* WORCESTER—Ch.13
Tue.—8:30 pm

MICHIGAN

« CALHOON
ATT Ch. 11
Mondays—4 pm

* CANTON TNSHP.
Comcast Ch. 18
Zajak Presents
Mondays: 6-8 pm

« DEARBORN
Comcast Ch. 16
Zajak Presents
Mondays: 6-8 pm

* DEARBORN HTS.
Comcast Ch. 18
Zajak Presents
Mondays: 6-8 pm

« KALAMAZOO
Thu-11 pm (Ch.20)
Sat-10 pm (Ch.22)

« KENT COUNTY
AT&T Ch. 25
Fridays—1:30 pm

* LIVONIA
T/W Ch.12
Thursdays—5 pm
(Occ. 4:30 pm)

* MT.PLEASANT
Charter Ch. 3
Tuesdays—5:30 pm
Wednesdays—7 am

* PLYMOUTH
Comcast Ch.18
Zajak Presents
Mondays: 6-8 pm

* WYOMING
AT&T Ch. 25
Wednesdays—10 am

MINNESOTA

« ANOKA
AT&T Ch. 15
Mon.—4 pm & 11 pm

« BURNSVILLE/EGAN
ATT Ch.14,57,96
Tuesdays—5:30 pm
Saturdays—9 pm
Sundays—10 pm

« CAMBRIDGE
U.S. Cable Ch.10
Wednesdays—2 pm

= COLD SPRING
U.S. Cable Ch. 3
Nightly after PSAs

* COLUMBIA HTS.
MediaOne Ch. 15
Wednesdays—8 pm

* DULUTH
Charter Ch.20
Mondays—7:30 pm
Wednesdays—11 pm
Fridays 1 pm

* FRIDLEY
Time Warner Ch. 5
Thursdays—5:30 pm
Saturdays—8:30 pm

* MINNEAPOLIS
PARAGON Ch. 67
Saturdays—7 pm

* NEW ULM—Ch.14
Fridays—5 pm

* PROCTOR/
HERMANTOWN—Ch.12
Tue. btw. 5 pm-1 am

« ST.CROIX VALLEY
Valley Access Ch.14
Thursdays—4 & 10 pm
Fridays—8 am

« ST.LOUIS PARK
Paragon Ch. 15
Wed., Thu., Fri.
12 am, 8 am, 4 pm

« ST.PAUL (city)
SPNN Ch. 15
Saturdays—10 pm

«ST.PAUL (N Burbs)
AT&T Ch. 14
Thu—6 pm & Midnite
Fri—6 am & Noon

* ST.PAUL (NE burbs)*
Suburban Ch.15

« St.PAUL (S&W burbs)
AT&T-Comcast Ch.15
Tue & Fri—8 pm

Wednesdays—10:30 pm

SOUTH WASHINGTON
ATT Ch.14—1:30 pm
Mon, Tue, Wed, Thu
MISSISSIPPI
* MARSHALL COUNTY
Galaxy Ch. 2
Mondays—7 pm
MISSOURI
«ST.LOUIS
AT&T Ch.22
Wednesdays—5 pm
Thursdays—12 Noon
NEBRASKA
« LINCOLN
T/W Ch. 80
Citizen Watchdog
Tuesdays—7 pm
Wednesdays—10 pm
NEVADA
* CARSON—Ch.10
Wednesdays—7 pm
Saturdays—3 pm

NEW JERSEY

« HADDON TOWNSHIP
Comcast Ch. 19
Sundays 11 am

« MERCER COUNTY
Comcast*
TRENTON Ch. 81
WINDSORS Ch. 27

* MONTVALE/MAHWAH
Time Warner Ch. 27
Wednesdays—4 pm

+ NORTHERN NJ
Comcast Comm. Access
Channel 57
PISCATAWAY
Cablevision Ch.71
Wed—11:30 pm

« PLAINSBORO
Comcast Ch. 3*

NEW MEXICO

* ALBUQUERQUE
Comcast Ch. 27
Mondays—3 pm
ANTHONY/SUNLAND
T/W Ch. 15
Wednesdays 5:05 pm

* GRANT COUNTY
Comcast Ch. 17
Fri. & Sat.
7 pm or 8 pm

*LOS ALAMOS
Comcast Ch. 8
Mondays—10 pm

« SANTA FE
Comcast—Ch.6
Saturdays—6:30 pm

«TAOS—Ch.2
Thursdays—7 pm

NEW YORK

+ AMSTERDAM
Time Warner Ch.16
Thursdays—4:30 pm

= BUFFALO
Adelphia Ch.18
Wed.—12:30 pm

* CHEMUNG/STEUBEN
Time Warner-Ch.1
Mon., Fri.—4:30 pm

« ERIE COUNTY
Adelphia Intl. Ch.20
Thursdays—10:35 pm

*ILION—Ch. 10
Mon. & Wed.—11 am
Saturdays— 11:30 pm

< IRONDEQUOIT Ch.15
Mondays—7:30 pm
Thursdays—7 pm

« JEFFERSON/LEWIS
Time Warner-Ch.2
Unscheduled pop-ins

* JOHNSTOWN-—Ch.16
Tuesdays—5 pm

* MANHATTAN— MNN
T/W Ch.34; RCN Ch.109
Alt. Sundays—9 am

* NIAGARA COUNTY
Adelphia Ch. 20
Thursdays—10:35 pm

* ONEIDA—Ch.10
Thu—8 or 9 pm

* PENFIELD—Ch.15
Penfield Comm. TV*

* QUEENSBURY Ch.71
Thursdays—7 pm

« RIVERHEAD Ch.70
Thurs.—12 Midnight

« ROCHESTER—Ch.15
Sundays—3 pm
Mondays—10 pm

* ROCKLAND—Ch. 71
Mondays—6 pm
* SCHENECTADY Ch.16
Mondays—3 pm
Wednesdays—8 am
« STATEN ISL.
Time Warner Cable
Thu—11 pm (Ch.35)
Sat.—8 am (Ch.34)
* TOMPKINS COUNTY
Time Warner
Sun.—9 pm (Ch.78)
Thu.—5 pm (Ch.13)
Sat.—9 pm (Ch.78)
« TRI-LAKES
Adelphia Ch. 2
Sun: 7 am, 1 pm, 8 pm
* WEBSTER—Ch.12
Wednesdays—9 pm
NORTH CAROLINA
* HICKORY—Ch.3
Tuesdays—10 pm
« MECKLENBURG
Time Warner Ch.21
Sat—12 Noon & 1 pm
OHIO
* FRANKLIN COUNTY
Ch. 21: Sun.—6 pm
* LORAIN COUNTY
Adelphia Ch.30
Daily: 10 am; or
12 Noon; or 2 pm;
or 12 Midnight
* OBERLIN—Ch.9
Tuesdays—7 pm
+ REYNOLDSBURG
Ch.6: Sun.—6 pm
OREGON
« LINN/BENTON
AT&T Ch. 99
Tuesdays—1 pm
« PORTLAND
AT&T
Tue—6 pm (Ch.22)
Thu—3 pm (Ch.23)
* SALEM—Ch.23
Tuesdays— 12 Noon
Thursdays 8 pm
Saturdays 10 am
* SILVERTON
Charter Ch. 10
Mon,Tue, Thu,Fri
Betw. 5 pm - 9 am
* WASHINGTON ATT
Ch.9: Tualatin Valley
Ch.23: Regional Area
Ch.33: Unincorp. Towns
Wednesdays—8 pm
Sundays—9 pm
RHODE ISLAND
* E.PROV.—Ch.18
Tuesdays—6:30 pm
« STATEWIDE
R.1. Interconnect™
Cox Ch. 13
Full Ch. 49
TEXAS
= DALLAS Ch.13-B
Tuesdays—10:30 pm
* EL PASO COUNTY
Adelphia Ch.4
Tuesdays—8 pm
Thursdays—11 am
« HOUSTON
Houston Media Source
Sat, 6/22: 10 am
Tue, 6/25: 5:30 pm
Wed, 6/26: 6 pm
Sat, 6/29: 10 am

If you would like to get The LaRouche Connection on your local cable TV station, please call Charles Notley at 703-777-9451, Ext. 322.

For more information, visit our Internet HomePage at http:// www.larouchepub.com / tv

* RICHARDSON
AT&T Ch. 10-A
Thursdays—6 pm
UTAH
« REDMOND
Peak Cable Ch.38
Sun, Mon, Thu
6 pm & 10 pm
* SEVIER
Mallard-Suntel
Richfield Ch.45
Peak Cable
Anabella Ch.29
Central Ch.29
Elsinor Ch.29
Glenwood Ch.32
Monroe Ch.29
Sun—1 pm & 8 pm
Mon—1 am & 8 am
VERMONT
* GREATER FALLS
Adelphia Ch.8
Tuesdays—1 pm
VIRGINIA
* ALEXANDRIA
Comcast Ch. 10
Tuesdays—5:30 pm
* ARLINGTON
ACT Ch. 33
Mondays—4 pm
Tuesdays—9 am
* CHESTERFIELD
Comcast Ch. 6
Tuesdays—5 pm
* FAIRFAX—Ch.10
Tuesdays— 12 Noon
Thursdays—7 pm
« LOUDOUN
Adelphia Ch. 23/24
Thursdays—7 pm
* ROANOKE—Ch.9
Thursdays—2 pm
WASHINGTON
* KING COUNTY
AT&T Ch. 29/77*
* KENNEWICK
Charter Ch. 12
Mondays—12 Noon
Thursdays—8:30 pm
« PASCO
Charter Ch. 12
Mondays—12 Noon
Thursdays—8:30 pm
* RICHLAND
Charter Ch. 12
Mondays—12 Noon
Thursdays—=8:30 pm
* SPOKANE—Ch.14
Wednesdays—6 pm
* WENATCHEE
Charter Ch.12
Thu—10 am & 5 pm
* YAKIMA—Ch. 9
Sundays—4 pm
WISCONSIN
* MADISON—Ch.4
Tuesdays—3 PM
Wednesdays—12 Noon
* MARATHON COUNTY
Charter Ch. 10
Thursdays—9:30 pm
Fridays—12 Noon
* SUPERIOR
Charter Ch.20
Mondays—7:30 pm
Wednesdays—11 pm
Fridays 1 pm
WYOMING
* GILLETTE—Ch.36
Thursdays—5 pm
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EXPOSED! who really blew apart the
Camp David peace effort and started the
Intifida in September 20007 It wasn't Yasser
Arafat, but Ariel Sharon, with his armed
assault on the al-Haram al-Sharif Muslim
holy site in Jerusalem.

I'he British Royal Family and freemasonic
gamemasters, ideologues of a “Clash of
Civilizations,” run both Israel’s lunatic pro-
war faction, and its spear-carriers among
American Christian Fundamentalists.

Here is their story, told in their own words,
including explosive interviews with insiders to the “Temple Mount Plot.”

This December 2000 report accurately forecast that Sharon would light the fuse to

religious war. EIR’s exclusive intelligence provides the key to stopping the carnage.

EIR SPECIAL REPORT

Who Is Sparking a Religious War in the Middle East?
—And How To Stop It

Or Write
Price: $100 EIR News Service, Inc.
(350 off original price!) P.O. Box 17390 Washington, D.C. 20041-0390

EIRSP 2000-2 call Tol-Free 1-888-EIR-3258 Or Order online at
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