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| The Global
Financial Crash of 2002

“Hoover II has happened! ... This new “Hoover Crash” brings
us, this momentous Labor Day weekend, to a fork in the road
of world history. What do you do when, all around us, politi-
cal and other sorts of “business as usual,” is bankrupt?”

LaRouche’s keynote speech to his political movement'’s
Labor Day conference will address this question.
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From the Associate Editor

Those among our readers who have occasionally been heard to
gripe, “LaRouche spends too much time in foreign countries,” should
be happy now: LaRouche is back! In California in mid-August, he
carried out an historic intervention on two fronts: meeting with Chi-
nese and Chinese-American intellectuals, to aid China in charting its
policy for the 21st Century; plus a rough-and-tumble session with 91
young Americans, to tell our 18-25 year-olds what it will take to give
them a future. The National LaRouche Youth Movement was born
in Los Angeles: a force that will grow rapidly in the weeks ahead, to
whip the old fogies of their parents’ Baby Boomer generation into
shape (including President Bush), and to implement an FDR-style
infrastructure program that will rebuild this broken-down rust-bucket
of a country, and go on to colonize Mars.

These interventions follow swiftly on LaRouche’s meetings in
Moscow, New Delhi, Sa Paulo, Rome, and Abu Dhabi, providing
inspired leadership for the planet such as no other living person is
capable of offering. As we go to press, LaRouche has given a speech
by telephone to a seminar in Guadalajara, Mexico, on “The March
Towards a New Bretton Woods.”

More on the youth meeting and Mexico events next week. In this
issue, we focus on the conference of the Institute for Sino Strategic
Studies in Whittier, California, with the keynote address by Lyndon
LaRouche, and papers presented by Helga Zepp-LaRouche and
Schiller Institute Science Adviser Dr. Jonathan Tennenbaum.

The enthusiasm with which LaRouche’s wisdom is received
worldwide, is abundantly shown in olinternational section, with
coverage of his ideas in the Arab world, Argentina, and Macedonia.

In National, we document the rising opposition to the “war now”
cabal of utopians Richard Perle and Paul Wolfowitz at the Defense
Department. Catalyzed by the LaRouche in 2004 campaign’s 5-mil-
lion-run leaflet exposing the conspiracy of Senators John McCain
and Joe Lieberman to force President Bush into an insane war against
Iraq, the oppositionis now widespread and vocal. See also our articles
exposing Perle’'s Defense Policy Board and McCain’s “campaign
reform” bill, the latter of which boosts the purse-string power of the
Zionist Lobby’s political action committees.
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Creditors Are Bleeding Brazil
Even Drier Than Argentina

by Gretchen Small

—

Brazil has enormous natural and human resources, which,
mobilized for an aggressive national reconstruction project
could transform that nation into one of the most productive
nations on Earth. But it is heading straight towards generg|
default and the collapse of its banking system and nationgl
economy, repeating what happened to its neighbor, Arger]
tina—despite the Aug. 7 announcement by the Internationg
Monetary Fund of an unprecedented $30 billion bailout of
Brazil's creditors. The government of President Fernando He
nrique Cardoso hysterically refuses to face up to the fact thg
the international financial system to which it has tied Brazil's
fate, is far more bankrupt than Brazil itself.

Growing desperate, the Brazilian President, a sociologis
trained at France’s infamous Sorbonne, called the crisis
psychological problem. Speaking to businessmen on Aug.
21 during a visit to Uruguay, Cardoso argued that person
afflicted by “cognitive dissonance . . . do not perceive what

—

D —

vl

is happening. There is actually a disconnect between what |s
happening, and what is reported and is perceived as what |s

happening.” But he would not see himself in his own mirror,
charging that it is “the markets” which suffering “cognitive

dissonance,” because they perceive that Brazil is a country |
an economic crisis! Sounding like U.S. President George W
Bush, Cardoso insisted the fundamentals of his nation’s eco

omy are sound, and those who say otherwise must chan$
their perceptions.

=)

Facing a Rigged Game

While the government limits itself to begging for better
“perceptions,” and refuses to impose the capital controls neg-
essary to defend the country’s continued existence, Brazil is
being bled dry. Foreign financiers know that the debt canna
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be paid, and the country will have no choice but to default.
They are working on getting out as much capital asthey can,
constrained only by their concern that the pull-out not be
so disorderly that the Brazilian financial pyramid collapses
before they have gotten out. Were there any doubts of the
financiers intention, the so-called “country risk” rating (see
box) reveals them. On Aug. 21, Brazil’s country risk was
hiked yet further, to hit 2,300 basis points. That rating, alone,
assures default will occur.

EIR warned Brazilians this would happen. Addressing a
seminar organized around U.S. Presidential candidate Lyn-
don LaRouche’s June visit to Sdo Paulo, Brazil, EIR Ibero-
American editor Dennis Small warned of precisely this dan-
ger on June 14, when Brazil’s country risk rating was hiked
to 1,300.

“Peopledon’t want to recognizeit, they don’t want to see
it, they don’'t want to admit it. Thereisagigantic elephant in
the kitchen,” Small said. “The problem here is that no one
wantstobelievethat Brazil, inthreeweeks, couldbein Argen-
tina ssituation. . . . How?Very simply: In four days Brazil’s
country risk could rise, not to 1,300, but to 2,500. Moody’s,
Standard & Poors, and Fitch changethe country risk of Brazil.
How? Just because the international rating companiesdecide
todoit. And what happens? In three seconds, thetotal budget
of theBraziliannation blowsup, becauseit’ sall tiedtointerest
rates, and the interest rates are tied to the country risk. What

is country risk? Country risk is whatever the owners of the
financial cancer wish to say it is. And in six weeks, thereis
no national budget left.”

Chronicle of a Death Foretold

It isremarkablethat monthslater, the Brazilians continue
to let the game go on. Bloomberg wire service reported that
“bankers said the IMF s announcement of a $30 billion loan
package to help Brazil avert a debt default isn't sufficient
to persuade them to loosen their purse strings,” and they
would not renew loans to Brazilian borrowers. BCP Securi-
ties's much-quoted Walter Molano told Argentine daily,
Clarin, that the IMF package won't work, and he recom-
mends that investors “should sell everything now.” Morgan
Stanley issued a similar report, titled “Bearish on Brazil.”
The New Y ork Council on Foreign Relations's Latin Ameri-
can man, Robert Maxwell, told Folha de Sao Paulo that the
IMF's $30 billion aid package, at best, could put off the
collapse of the Brazilian economy a few months, and it
ensures that the bankruptcy will be that much worse for both
Brazil and the IMF.

Brazil now findsitself unabletoroll over much of itsdebt.
The Central Bank was only ableto roll over 65% of the $2.5
billion of public debt which came due in the week of Aug.
12-16, even though it offered arecord rate of 30.17% ayear
on 47-day bonds! Jornal do Brasil noted on Aug. 15, that

LaRouche Hits ‘Country
Risk Ratings’ as Corrupt

This press release was issued by the LaRouche in 2004
Presidential campaign committee on Aug. 17, 2002.

Lyndon LaRouche today condemned the fact that the U.S.
and other governments regularly intervene to enforce pri-
vate agreementsand conditionalities, aspart of the process
of debt negotiations with developing sector nations.
LaRouche, the renowned economist and 2004 Democratic
Presidential pre-candidate, singled out country risk ratings
as atransparent example of such corruption.

“For example: take country risk ratings, which are a
key factor in debt negotiations, and which are a purely
private-interest evaluation of the supposed credit-worthi-
ness of anation,” LaRouche stated. “ But governments are
using that, through the International Monetary Fund, and
they are imposing it as if it were law. So here you have
governments being used to defend purely private inter-
ests—thisisaclear case of corruption. The use of govern-
ment, or of IMF conditionalities—whichisessentially the
same thing—to impose private conditionalities on coun-

triessuch asBrazil, isacase of corruption of government,
and corruption by the IMF.”

The country risk rating is an index which purportedly
measures the percentage points above the going interest
ratefor U.S. Treasury bills, which foreign lendersdemand
of agiven country asapremium for the“risk” involved in
extending that country aloan. The country risk rating is
calculated exclusively by J.P. Morgan Chase—the major
U.S. bank, that isitself skating at the edge of default, ac-
cording to reliable financial sources!

For example, Brazil’s country risk currently stands at
2,200, meaning that the Brazilian government isforced to
pay usurious interest rates 22% greater than the rate on
U.S. Treasuries, for any bondsthat it issues. TheFinancial
Timesof London earlier thisweek reported that, if Brazil’s
country risk remainsat 2,200, thereisno conceivableway
that it can avoid defaulting on its enormous debt bubble.
TheFinancial Times suggested that the only way to lower
the country risk, was by reestablishing “investor confi-
dence,” which in turn required that al of Brazil’s major
Presidential candidates for the October elections sign on
tothetermsof thel MF srecent $30 billion bail out package
granted to Brazil’ s creditor banks.

This is a typical case of the kind of corruption
LaRouche denounced.

EIR August 30, 2002
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that is more than double the interest which the Argentine
government offered on similar paper ayear ago, only months
beforeits default.

Brazilian private corporations are in the same boat, and
they hold aforeign debt estimated at $120 billion, more than
the $95 billion in official foreign debt which Argentina de-
faulted onin December 2001. All eyes are on Eletropaulo—
the main electricity distributor for the city of Sao Paulo, the
third largest in the world—today owned by U.S.-headquar-
tered AES Corporation. Eletropaulo met a$120 million bond
payment Aug. 21 only becausethe state-owned National Eco-
nomic and Development Bank (BNDES) provided the cash.
Where Eletropaulo will get $225 million for aloan coming
due on Aug. 26, is unknown.

In their stampede out, the foreign banks are cutting off
eventradecreditsfor Brazil’ scompanies. Central Bank Presi-
dent Arminio Fragaclaimsthat trade credits have been cut by
20%, but most private sourcesreport the cuts have been by far
more than 50%. Exporters say that trade credits have dropped
from$16billionto $5hillion, Brazil’ sO Globo reported Aug.
20. Those being offered have much shorter maturities and
prohibitiveinterest rates. According to Roberto Segatto, Pres-
ident of the Foreign Trade Association, interest rates have
risen from their pre-crisis levels of 3-4%, to an average of
12%.

Desperate to extend the game a bit longer, Fraga and
Treasury Minister Pedro Malan succeeded in scheduling—
with some difficulty—a personal meeting with top represen-
tatives of 10-12 U.S., European and Asian banks on Aug.
26, in the offices of the New York Federa Reserve. The
IMF will likely send a representative. Their stated goal is
to convince the banks to restore credit lines, and give a
“signal of confidence” in Brazil. Should their request be
refused, the result could be an uncontrolled stampede by
foreign money from Brazil.

West Nile Lesson:
Restore Public Health

by Marcia Merry Baker

At least 1,000 cases of West Nile virus are expected in the
United States before “mosquito season” ends this Fall, ac-
cording to the most conservative mid-August estimate of the
Centersfor Disease Control and Prevention, the Federal dis-
ease-monitoring agency. There could easily be over three
dozen deaths, from aviruswhich only arrived in this country
in 1999, but has reached 41 states so far this Summer. Sur-
prise? Not to anyone watching how the U.S. public health
infrastructure has been taken down during the past three de-
cades of deregulation. The lesson of the current West Nile

6 Economics

outbreak is, restore the public health system—pest control,
surveillance, food and water safety programs—as the front
line of protection against disease.

TheU.S. Federal PublicHealth Serviceoriginatedin 1798
asthe Marine Hospital Service, centered in Boston. The PHS
evolved to include a full range of capabilities, from labora-
tories, to quarantine centers, and research. In 1869, Massa-
chusettsbecamethefirst stateto create apublic health depart-
ment, and soon many others followed suit. A new public
health era was begun by the Social Security Act of 1935, in
which Title VI authorized Federal grants for state and local
health departments. The Centers for Disease Control grew
out of a 1942 program to eradicate malaria in the Southern
part of the United States where military facilities were con-
centrated. In 1962, it took the lead in the worldwide eradica-
tion of smallpox by 1970.

However, as of thelate 1970s, this progress was stopped.
With the advent of the “post-industrial” policy shift, public
health capabilitieswere drastically reduced. Core local func-
tions such as disease monitoring, pest control (rats and ver-
min), and mosquito control, have been all but eliminated in
many areas, including thosein L ouisianawherethe West Nile
epidemic took off.

In Fall 2001, during the anthrax attacks, public health
networks were barely up to the task. Muhammad N. Akhter,
MD, ExecutiveDirector of the American Public Health Asso-
ciation, warned at thetime, “ Thedemandstoinvestigatethese
latest anthrax cases are rapidly outpacing our ability to act.”
Dr. Tom Milne, Executive Director of the National Associa-
tion of County and City Health Officialstold EIR in October
2001, that of 3,000 counties nationwide, 180 are without any
kind of stateor local public health center, and many haveonly
asingle nurse who has no capacity to do anything on public
healthissues. Somehave no computers, no statewide commu-
nication system, nor “disease detectives.”

The situation is now worse, as in the past 12 months,
budget crises have hit all the states, which have responded by
cutting public health further. One alarmed Colorado county
official, Dr. Adrienne LeBailly, Director of Larimer County
Department of Health and Environment, gave a warning
which was foreseen by many: “The increases in diseases,
injury and death that will come to our county as a result of
these cutsisalmost certain to exceed the harm ever caused by
bioterrorists in our county. The net result is that our public
health services will be in worse shape soon than they were
before Sept. 11.”

Louisiana: Center of Outbreak

At present, the center of the West Nile virus outbreak is
inLouisianaand nearby Gulf Coast states, wheretheenviron-
ment is most favorable to mosquitoes, the vector of the dis-
ease. Out of 300 reported cases and 14 deaths as of Aug. 22,
the South had 296, and of those, Louisiana had 147 cases,
with 8 dead.

Ironically, New Orleans has the world-class Tulane
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LaRouche to Bush:
Overturn DDT Ban

This press release was issued by the LaRouche in 2004
Presidential campaign committee on Aug. 16, 2002.

Lyndon LaRouche, pre-candidate for the Democratic
Party Presidential primary in 2004, today called for over-
turning the ban on DDT, in the public health fight to repel
the West Nile virus and other mosquito-borne disease
vectors.

He said, “ The banning of DDT was always based on
scientifically fraudulent assertions. And there's no reason
that the President of the United States should not intervene
now, to force through measures to re-introduce DDT.
Maybe the United Statesisn’t producing it any more, but
other countries are. |, personaly, call on the President of
the United States to take necessary measures to overturn

the banning of DDT, taking into account the fact that the
argument for banning it was always fraudulent. We can
not kill people for the sake of condoning a fraud—as we
should have learned from the Enron case.”

As of August, 38 of the continental states report the
presence of West Nilevirusin mosguitoes. The Gulf Coast
states are the hardest hit by infection and deaths. M osqui-
toes flourish in the Gulf sub-tropics, and in recent years,
health measures have been drastically cut under the budg-
etary constraints in Louisiana, Mississippi, and nearby
states, and by lack of Federal public health infrastructure.

Theuseof thepesticide DDT, discovered inthe 1940s,
was banned in the United Statesin 1972, based on fraudu-
lent claimsthat it caused harm to the environment. Infact,
it is rightly regarded as the most life-saving man-made
chemical in history, during the decades of its concerted
use. Today, over 200 million new cases ayear of maaria
occur, intheabsenceof DDT tofight insect-bornediseases.
(A review of the DDT story isin 21st Century Science &
Technology, Fall 1992, “ Environmental HoaxesKill; Save
the Earth with Technology.”)

School of Public Health and Tropical Diseases, with along
history of expertisein battling mosquito-borneillness, partic-
ularly malaria. It was founded in 1834. But impoverished
state and local governments have abandoned anti-mosquito
programs. The U.S. Gulf Coast and Southeastern states are
onthewatch list for other mosquito-bornediseases, including
dengue (haemorraghic fever) and various forms of encepha-
litis.

Martin Rowland, aNew Orleanscivil engineer contacted
Aug. 22, reported that there hasbeen aageneral mobilization
of spraying trucks, draining of stagnant water, and other
measures, since the West Nile outbreak, but stressed, “In
recent years, the budget outlays for precautionary sanitation
measures were reduced below the minimum needed.” He
reported large numbers of broken water culverts, walls, and
decaying structures, with pools of standing water, where the
mosquito-breeding hazards are obvious. This is especially
dangerousin New Orleans, adeltacity inthe sub-tropical lat-
itudes.

Rowland estimated $1 billion in water and sewer infra-
structureisrequired to makethewater system of greater New
Orleans safe. In the midst of the West Nile emergency there,
pre-scheduled public hearings took place in August, on the
proposal for sewer rates to double in the next five years, to
help defray $600 million in urgent sewage treatment repairs
the City Council and Sewerageand Water Board want to start.
The big international water privateer companies—Vivendi
Universal (U.S. Filter), Suez (United Water), RWE-Thames
Water (American Water Works), and others—haveattempted
tocgjolethebel eaguered city tosell off theentireNew Orleans
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water works to private interests. But the debacle of Enron
and the other energy privatizers has politically tainted such
privatization bids, and the sell-off ideais how on hold.

InAtlanta, wherethecity waterworkswassold of f in 1999
to United Water, thereis now agrowing movement to cancel
that 20-year contract.

Follow-Up LaRouche' sCall for DDT

Rowland said that the New Orleans situation required the
ban on DDT use be ended. He said that the worst infestation
and cases of illness are appearing to the north of the city,
where there isamore rural environment with large swampy
areas, and avulnerable, sparsely settled population. DDT is
more effective, and above all longer-lasting, than its substi-
tutesin such areasin particular.

On Aug. 15, David Hood, Louisiana Secretary of Health
and Hospitals, declared that the state would go into deficit-
spending to fight mosquitoes—allowed because the Gover-
nor has decreed a state of emergency over the West Nile
virus. The state will spend $3.5 million, matching the $3.5
million advanced by the Federal government. The Air Force
has come in to assist with spraying, but the process is ham-
pered because they cannot fly at night (too much risk of
hitting power lines and other features), when the house mos-
quito—a main disease carrier—is active. There are 60 types
of mosquito in Louisiana; 40 can carry West Nile, and the
main two types have been identified. Counties are now in
the process of applying to the state Office of Emergency
Preparedness, hoping for fundsto carry out various spraying
and related measures.

Economics 7



Bold Vision Needed for
Europe’s Reconstruction

by Rainer Apel

The August flood of the threerivers, Danube, Moldavia, and
Elbe, which hashit southern and southeastern Germany, large
parts of the Czech Republic, parts of Slovakia, large parts of
Austria, and was on Aug. 20 beginning to reach Hungary and
the other countries along the Danube in southeastern Europe,
istheworst in at least 160 years, if not more. Some experts
are even speaking of a“millennia flood.”

Caused by continued heavy rainfall which poured down
volumes of water usually registered in several weeks in a
singleday, the floods have wreaked havoc upon thousands of
bridgesfor road and railway traffic, several tensof thousands
of kilometersof highwaysand roads, innumerable privateand
public buildings, and urban infrastructure such as telecom
cables, water pipes, and electricity cables in the cities and
villages along the flooded rivers. Many of these will have to
be rebuilt from scratch.

The city of Dresden, the capital of the eastern German
state of Saxony, has seen the worst destruction since the dev-
astating World War |1 Anglo-American air raidsin February
1945.

In Germany aone, altogether 4.2 million citizens were
affected during the first wave of flooding; more than 100,000

Maastricht spending limits must be scrapped, after “100-year
floods” of the Elbe, the Danube, and other rivers across Central
Europe killed hundreds, and hit Germany alone with damages
which will exceed 20 billion euros. Here, the main rail station in
the center of Dresden is flooded out.

8 Economics

were evacuated from their homes; and 19,000 soldiers rein-
forced the 120,000 civilian volunteers who built emergency
water dams. Inthe Czech Republic, 30% of the stateterritory
wasflooded, and 220,000 citizens evacuated. The flood dam-
age will even increase, as regions further downriver, such as
northern Germany and the Balkan states, will be hit by the
waters now. The pricetag will exceed $20 billion, according
to first, very preliminary, assessments by governments and
insurance firms. For Germany aone, the chief economist of
Allianz AG, Klaus Friedrich, presented a figure of $10-15
billion, out of which only 10% would be covered by insur-
ance policies.

Paliticians in eastern Germany over the Aug. 16-18
weekend spoke of the need for “the biggest rebuil ding project
since World War [1.” Austrian Chancellor Wolfgang Schiis-
sel stated, “We are going through the worst natural disaster
of our generation.” German Chancellor Gerhard Schroder,
after an Aug. 16 tour of the flood emergency region in
Saxony, spoke of a*“national emergency,” and convened an
emergency summit of the government heads of Germany,
Austria, Slovakia, and the Czech Republic in Berlin on Aug.
18, joined by European Union Commission (EU) President
Romano Prodi.

Theofficial outcome of the meeting wasrather poor, how-
ever: The participants agreed to establish a European disaster
relief fund next year, which in times of emergencies could
provide up to $500 million. The European Investment Bank
(EIB) might grant special loansto farmersintheflood disaster
areas. And the EU Commission wants to provide about 2
billion euros, taken from its structura reform funds, to the
flooded regions, including to the non-EU members Slovakia
and the Czech Republic. Commission President Prodi would
have preferred not to give any money. But, already faced with
the increasing spirit of revolt against the Maastricht Treaty
spending limitsin Franceand Italy, he decided rather to make

o, Y RLCR s

Floods of August 2002, which destroyed roads, bridges, and

railways across Germany, added to the already severe transport

deficit caused by a decade of austerity against planned
investments. This stretch is between Dresden and Tharandt.
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some concessionsto the Germans, than risk open conflict also
with them.

Conflict with the European Commission

Indeed, the conflict between Germany and the Brussels
EU Commission came to a head, when Chancellor Schroder
said at a press conference in Berlin, that questions about the
compatibility of the envisioned flood relief programs with
the budgeting criteria of the EU’s Maastricht Treaty “do not
interest me at al, let me tell you that right away.” (The EU
does not allow member countries to have a public deficit
larger than 3% of GNP—a provision which strips national
governments of the sovereignty to make decisions for the
genera welfare, in states of emergency such as the present
one.) And German Economics Minister Werner Mller went

a step further, stating in interviews the same day, that he
expectsthe EU Commission to decide on “ generous’ exemp-
tions from the budgeting regime, to enable the governments
of Germany and the other states affected by theflood catastro-
phe, to fund recovery programs.

Commission President Prodi, visibly agitated by these
remarks, rushed to the mediato declare that the Commission
would offer someextraaid, but wouldinsist, at the sametime,
that the “floods will not be taken as a pretext to circumvent
theStability Pact.” The German Chancellor then had hisoffice
tell the media that the EU Commission had better show a
serious commitment to fight the flood damage, or risk the
total loss of confidence of the European populations in this
gravecrisis.

Chancellor Schroder said after the Berlin meeting, that

Germany: Invest ‘Job
Bonds’ in Transport

Creating employment by issuing “ Job-Floater” bonds, the
German government’s new proposal as unemployment
soared over 4 million, only works if the state investsin
sensible projects. In Germany, there areinnumerabl e such
projects which have not been completed or have hardly
evenbegun, onaccount of thefiscal and economicausterity
policy of recent years.

Inthefinal phase of the election campaign, the federal
government suddenly is discovering that millions of new
jobs can be created using unconventional financial meth-
ods. The starting point for this is above all the question,
how will the requisite financial meansfor cranking up the
economy be applied? For, given the extremely insecure
world political situation and the extremely dim outlook for
theworld economy, hardly any entrepreneursare prepared
right now to engage new labor power, just because the
government promises a one-time bonus should they do
this.

A completely different situation would involve the
German government’s finally declaring it a priority for
Germany to take up the decade-overdue reconstruction of
Eastern and Southeastern Europe, through bilateral and
international agreements. This would simultaneoudly fire
the starter pistol for constructing the western sections of
thefour biggest projects of the Eurasian Land-Bridge. Un-
der these conditionsthe sameentrepreneurswould, intime,
ascertain that they arein the middle of the greatest growth
region of theworld economy, and that much sooner secure
the labor power still available today, rather than not be
abletofind it tomorrow.

650 Billion Euro I nvestment Needed

Accordingly, the German federal government must
lead theway by investing, inabigway, inrenewing domes-
ticinfrastructure. In order to remedy the negligence of the
past decades, an enormous catching up of the deficit in
infrastructure investments of all kindsis needed.

With respect to the citiesand municipalities of Germa-
ny alone, thecumulative shortfall of investment, according
to the estimates of the German Institutefor Urban Studies,
amounts to approximately 650 billion euros. Even with
regard to the eastern German municipalities, investments
in infrastructure since 1992 have even been continuously
declining. City street renovation hasbeen eliminated, brid-
ges are falling down in disrepair, hundreds of thousands
of kilometers of sewer mains are in dilapidated condition
and must urgently be replaced.

Add to this, the investment bottleneck in the federal
transportation system. According to the federal transport
grid plan from 1992, in al, investment in German inter-
regional roadways, railways, and waterways between then
and 2012, ought to have been 275 hillion euros—more
than 25 billion euros per year. However, asaconsequence
of the fiscal calamity of the states, these undertakings,
decisively important for Germany’ s economic productivi-
ty, were abruptly termed “big castles in the sky” by the
federal Minister of Transport, and eliminated altogether.

Not oneof the 17* German Unification Transport Proj-
ects’ (VDE), with a total budget once seen as 29 billion
euros, was spared the austerity axein the 1990s. Essential -
ly, the highways and rail projects for the main East-West
artery alone, between Hanover and Berlin, were complet-
ed, and those very sparsely. The rest of the projects, even
if they carry the “high-priority” label, have been shelved.

Now, they are suddenly urgent for employment needs,
and aswell asfor the productivity of the whole economy.

—1 othar Komp
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thishas* not been thelast word on thismatter.” Infull aware-
nessof thefact that shifting fundsinsidethedomestic German
budget would violate the M aastricht budget-bal ancing guide-
lines, he decided on Aug. 19, to make 1.2 hillion euros avail-
ablefor floodrelief fromthebudget of the Transport Ministry;
to spend another 500 million euros from other budgets; and
to scrap the “free trade” project of atax cut for FY 2003 in
the range of 7 billion euros. Finaly, the EU Commission,
under theincreasing public pressure, had to concedethat post-
flood funds for the reconstruction of industrial capacities
would be exempted from the general EU budgeting criteria.
Thisdivergencefromthestrict criteriagivesthe German gov-
ernment extramaneuvering roomfor acoupleof billioneuros.

The next, bigger, chalenge is to define the projects of
reconstruction, which must be done in cooperation with the
people who live and work in the flood disaster regions—
which just happen also to be the regions with disproportion-

ately high jobless rates. Here one needs a vision for longer-
term development, naturaly. For example, if infrastructure
has to be rebuilt from scratch, it would make more sense to
build the most modern magnetic levitation (mag-lev) train
routes in Saxony, than to restore the old railway systems.
These would be mag-lev routes from the state capital in
Dresden to the Czech capital in Prague, or to the Polish-Sile-
sian cities Wroclaw and Katowice.

Most of the reconstuction program already exists: Itisin
the election campaign program of Helga Zepp-LaRouche's
BuSo party, the Civil Rights Movement Solidarity, which
callsfor infrastructure and industrial development along the
concept of the Eurasian Land-Bridge. Bi1So chairwoman and
Chancellor candidate Zepp-L aRouche issued a statement on
Aug. 16, caling the creation of state credit for such
an in-depth reconstruction and development project (see
box).

Zepp-LaRouche: How To
Repair the Flood Damage

German Chancellor candidate Helga Zepp-LaRouche
spoke out on the flood damage ravaging Europe, with an
Aug. 15 statement issued from Berlin, entitled “ Fight the
Flood Catastrophe with the Lautenbach Plan; Put the
Maastricht Treaty Out of Commission, Immediately.” She
isthe chairwoman of the Civil Rights Movement Solidarity
party (Burgerrechtsbewegung Solidaritéat, or BiiSo), and
itslead candidatefor the Bundestag el ectionsin Germany.

To repair the damages, worth billions of euros, caused
by the flood of the century—especialy in Bavaria and
Saxony—as quickly as possible, and to help the affected
families in rebuilding their homes, we must immediately
launch the measure proposed by German economist Dr.
Wilhelm Lautenbachintheearly 1930s. Thiswasfor grave
emergency situations, such asadepression, the period im-
mediately following a war, and the most severe natural
catastrophes. The400 million eurosin aid promised sofar,
areat best, “ peanuts,” and will simply amplify thefears of
thevictimsthat, like personsaffectedin earlier floods, they
will beleft alonein their misery.

In such acatastrophe, the necessary reconstruction can
only beinitiated with apolicy of productive credit genera-
tion, as Lautenbach proposed it in the Fall of 1931, to
actively fight the world depression—a policy later suc-
cessfully implemented by President Franklin Delano Roo-
seveltintheU.S.A. Even current Chancellor Schroder had

to concede, during his visit to the [flood] region, that the
financial aid offered so far will be insufficient. His re-
marks, that the necessary means cannot be mobilized in
the framework of the “Maastricht criteria,” have my full
support. But | call on him, urgently, to draw the correct
conclusions from this recognition, and initiate, together
with European partner countries, such as Italy or France,
the immediate repeal of the Maastricht “ Stability Pact.”

| rejected the Stability Pact fromitsvery inception, and
have actively fought it ever since.

In the European capitals—Berlin included—people
have been thinking about how to bypass the “Maastricht
criteria’ for quite sometime. The Italian government just
decided to officialy put up for discussion, the guidelines
of the “Stability Pact”; Italy’s Minister for Finances and
Economics Giulio Tremonti and some of hiscolleaguesin
the Cabinet have been demanding, in recent days, to
change the “direction” of this pact, and, above dl, to take
theurgently required infrastructureinvestmentsout of this
straitjacket for Europe’ s economy—and its citizens.

Of course, the suspension of the Maastricht Treaty, as
well asthe possiblemobilization of the Frankfurt Kreditan-
stalt fur Wiederaufbau [Reconstruction Financing
Agency] inissuing project-related creditsfor the creation
of productive jobs, can only be afirst step. After al, the
entire world economy is in the end-phase of a systemic
crisis, whichcanonly beovercome, if thehopelessly bank-
rupt financia system—including the Maastricht “ Stability
Pact”—is thoroughly reformed and replaced by a New
Bretton Woods.

The small-minded approach for overcoming the flood
catastrophe shows again, that bold new ideas are needed
in German politics. | know what has to be done!
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India’s Economic Worries Grow:
Vajpayee Promises Infrastructure

by Ramtanu Maitra

The elusive monsoon, which will leave much of India' s ag-
ricultural lands parched and under-cultivated this year, has
added to the growing economic concern of Indians. What is
evident in Delhi, and elsewhere as well, is that despite re-
peated utterances by the Finance Ministry, Indians do not
believethat the nation’ seconomy isdoing well. Jobsare hard
to come by, wages are stagnant, and the benefits of the 6%-
plus reported gross domestic product growth rate, are reach-
ing only arelatively small fraction of wage-earners.

Indians complain bitterly that Prime Minister Atal Behari
Vajpayee, who remains, to date, a respected father figure to
most Indians, has not paid any attention to the poor. The
Bharatiya Janata Party (BJP), the dominant faction in the 24-
party coalition that administersindia, iswidely known asthe
“traders’ party” and was not expected to be pro-poor. But
people expected Prime Minister Vajpayee to move heaven
and earth to help the impoverished. With less than two years
left before the Prime Minister retires from active politicsand
India goes to the election hustings again, people have begun
wondering what went wrong with the man on whom they had
rested so much hope.

What bothers educated Indians most is the endl ess shout-
ing from the rooftops by the bureaucrats of the Ministry of
Finance, about how large Indid s foreign-exchange reserves
have become, under their management. People wonder why
these huge sums of money were not invested in the areas
which would enhance employment, and would help the poor
and the underprivileged.

Long-OverdueInitiative

A ray of sunshine pierced this gloom on Aug. 15, on the
55th anniversary of India’ sindependence. Speaking from the
ramparts of Delhi’s historic La Qila (Red Fort) for 25 min-
utes, V ajpayee condemned the anti-Muslim riots in the state
of Gujarat last Spring, and alleged that Pakistan wasinvolved
in the efforts to sabotage the upcoming state assembly elec-
tionsin the state of Jammu and Kashmir; he announced that
he has ordered the production of medium-range surface-to-
surface Agni 2 missilesfor the Army.

But what made the speech noteworthy, is that Vajpayee
also addressed what people cameto hear about: economic re-
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covery.

V gjpayee proposed an $11 billion road-building program,
whichwouldlink al Indian villageswith all-weather, motor-
able roads for the first time. This, he made clear, isto bein
addition to the ongoing $12 hillion in highway construction
projects, which are to connect India’ s North and South, and
its East and West, with four-lane highways.

The Prime Minister also promised to launch, soon, a na-
tionwide water-management and water-harvesting program.
All these programswould help employ a million-plus unem-
ployed, Indian analysts say. The Prime Minister also pledged
a new $3 hillion rail improvement fund, and called for an
acceleration in the growth rate of the el ectric power sector.

V gjpayee combined these specific announcementswith a
general cal for political consensusoninfrastructurebuilding:
Infrastructuredevel opment should bethekey tothe 10th Five-
Y ear Plan (2002-2006), he said, and coul d cause achi evement
of an 8% overall growth, through higher productivity of the
economy.

The Prime Minister’s initiative was long overdue. The
Vg payee Administration’ sgreatest problem hasbeenitsfail-
ureto addressthisvital issuethislong. Sinceit cameto power,
the BJP-led coalition, ostensibly brainwashed by the growth-
at-any-cost crowd, has been busy telling the people how fast
thecountry’ sGDPwasgrowing. But recently, aspecia group
inthe Planning Commission came out with awell-researched
study, which should act as an eye-opener to the Prime Minis-
ter’ sOffice. Thegist of the study showsIndia seconomy may
appear to be growing at a 6%-plus rate, but employment is
not. It said, that the present level of high unemployment is
due to the fact that the kind of economic growth India is
enjoying, does not generate employment.

This phenomenon became particularly evident from
1993-94 to 1999-2000, according to the report. During this
period, over seven years, India's GDP grew at an average
rate of 6.7%, but employment at a paltry 1.07%. During the
previous decade—1983-84 to 1992-93—India’s GDP grew
at an average rate of only 5.2%; yet, employment grew at a
far more adequate annual rate of 2.7%.

These figures, and awhole lot more produced by the spe-
cial group, only gave academic credence to what is observed

Economics 11



daily on the ground. Most people, particularly those who are
academically underprivileged, have been left with little op-
tion, if they lose their jobs. The popular fear is now: If the
drought setsin, what will the vast agricultural labor force do?
With almost 50 million tons of foodgrainsin its warehouses,
India does not have to worry about crop failure, but it must
worry about what its farmers would do. And what would
happen to the Winter crop? With very little safety net made
availableby thegovernment, the poor worry about their short-
term survival.

Drought’s Domino Effect

Peopleintherural areas, particularly inthenorthern states
of Haryana, Punjab, Gujarat, Rgjasthan, and western Uttar
Pradesh, are worried that if the monsoon remainsfickle, asit
was throughout July and the early part of August, the Kharif
(monsoon) crop will be mostly destroyed. The lack of mois-
ture in the ground because of the inadequate monsoon rains
will affect the Winter crop. Northern India, unlike the south-
ernndian peninsula, isnot expected to receiveany significant
rainfall after the monsoon season endsin September.

The domino effect of the agricultural hardship will befelt
inthelack of demand for manufactured goods, fertilizer, and
farmimplements. Somefarmersareal so buyersof very many
durable consumer goods. This will particularly affect the
small and medium-sized manufacturers who depend heavily
on the consumptive power of the agricultural labor force.

Because almost 25% of India’'s GDP comes from the ag-
ricultural sector, its shrinking will also reduce the govern-
ment’ srevenuessignificantly. Fromwhat Vajpayeesaid from
the ramparts of Lal Qila on Aug. 15, it is evident that the
administration will be pumping more money into the non-
Five-Year-Plan programs (in India, new jobs are created
largely through the development programs identified in the
Five-Year Plans) to generate fresh employment. However,
lower revenue earnings may eventually affect the govern-
ment’s ability to expand such programs, unless it is done
quickly now.

It must also be noted, that India’s defense spending is
growing fast and sure. The war-like situation that prevails
inits Western front, where Indian Kashmir borders Pekistani
Kashmir, is consuming a lot of hard-earned revenues, and
it is unlikely that India will get a reprieve on that front in
the short term. In other words, India s defense spending will
continue to widen the gap between revenue and overall
spending.

Behind the‘PoliticsAs Usual’

Despite the problems that confront Delhi, the powers-
that-beinthelndian capital areonly thinking about their elec-
tora future. Withinthe BJP, preparations are af oot to hail the
next chief, which, under the present arrangement, will be the
Deputy Prime Minister, L.K. Advani. It is nhow a certainty
that Advani will beleading the party to the next pollsin 2004.
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People are not too sure how to react: While Advani is
considered a tough politician, his affinity (or, isit his weak-
ness?) to attach to the more orthodox Hindu religious faction
within the BJP, and his poor grasp of the nation’s economic
problems, are disliked by most Indians—Hindus and Mus-
limsalike. Advani’ sname also evokesthe memory of the BJP
government’s failure to prevent recent killings of Muslims
in Gujarat, or the sectarian demolition of the Babri Masjid
mosgue, located on aHindu holy site, in 1993.

Itisevident that despite the irrational populism of afew,
avast mgjority of Indians, Hindu and Muslim, would not like
such anarchic and barbaric events to occur again. Whileit is
not certain that Advani would act in future according to his
present image, people nonethel ess are apprehensive. Further-
more, Advani’s close ties with Israel make him a suspect in
the eyes of all Muslims—and many Hindus—in India.

Also increasingly suspect, are the “politics as usua” in
Indian-U.S. relations. Most Indian observers, aswell assome
government officials at a high level, have begun to question
America's obsession with the war against terrorism. Most
believethat thewar against terrorismisamerefacade, behind
whichitsreal intentisto expand militarily in Asia. Somepoint
out that the American interest in the Central Asian region,
because of its huge hydrocarbon reserves, isthe driving force
behind this anti-terrorist campaign. They also point out that
the anti-terrorist campaign has brought Pakistan back under
Washington’s fold. Reduced to an almost-failed state, Paki-
stan hasemerged once more as an important geostrategic ally
of the United States.

The protagonists of thisargument claim that Washington
walks on atripod in West Asia—Saudi Arabia, Israel, and
Egypt are the legs. And, Pekistan is avital support to Saudi
Arabia. Therefore, Indian analysts believe, Washington
wants Pakistan to emerge again asaforcein Central Asia, as
inthe Cold War days, when it was America’ s forward nation
against the Soviet Union, asan ally for playing arolein Cen-
tral Asia

Under such circumstances, these analysts in New Delhi
say, India-United States relations cannot move forward
much further.

But neither has | ndiabeen able to make much headway in
improving itsoverall relationswith either Chinaor Southeast
Asia Themembersof the the Association of Southeast Asian
Nations (ASEAN) grouping, are eager to work out their eco-
nomic and strategic relationswith the United States, and with
China. They appear, to New Delhi, not at al interested in
bringing India into their larger scheme of things. China, on
the other hand, has remained cool to the Indian overturesand
continuesto promote Pakistan’ smilitary strength to maintain
abalance of power in South Asia. With regard tothe ASEAN
nations, an Indian economic shift toward concentration on
hard economicinfrastructure—modern transport, water man-
agement, power generation, etc.—will definitely improve In-
dia s prospect of active state-to-state relations.

EIR  August 30, 2002



Pedagogical

Hyperbolic Functions:
A Fugue Across 25 Centuries

by Bruce Director

This pedagogical exercise is part of an ongoing series on
“Riemann for Anti-Dummies.” See for example EIR, April
12, 2002 and May 3, 2002.

When the Delians, circa 370 B.C., suffering the ravages of a
plague, were directed by an oracle to increase the size of
their temple’s altar, Plato admonished them to disregard all
magical interpretations of the oracle’s demand and concen-
trate on solving the problem of doubling the cube. Thisisone
of the earliest accounts of the significance of pedagogical, or
spiritual, exercisesfor economics.

Some crises, such as the one currently facing humanity,
require a degree of concentration on paradoxes that outlasts
one human lifetime. Fortunately, mankind is endowed with
what LaRouche has called, “ super-genes,” which providethe
individua the capacity for higher powers of concentration,
by bringing the efforts of generations past into the present.
Exemplary isthe case of Bernhard Riemann’s 1854 habilita-
tion lecture, On the Hypotheses that Underlie the Founda-
tions of Geometry, in which Riemann speaks of a darkness
that had shrouded human thought from Euclid to Legendre.
After morethan 2,000 thousand years of concentration onthe
matter, Riemann, standing on the shoulders of his teacher,
Carl F. Gauss, lifted that darkness, by developing what he
called, “ageneral concept of multiply-extended magnitude.”

Riemann’s concept extended the breakthroughs already
put forward by Gauss, beginning with his 1799 dissertation
on the fundamental theorem of algebra. Likeits predecessor,
it isadevastating refutation of the “ivory tower” methods of
Euler, Lagrange, et a. that dominate the thinking of most of
the population today, just as it dominated the minds of the
Delians and the other unfortunate Greeks of Plato’s time.
Recognizing that all problemsof society wereultimately sub-
jective, Plato prescribed (in The Republic) that mastery of
pedagogical exercises, (in the domain of music, geometry,
arithmetic, and astronomy) beaprerequisitefor political lead-
ership. Only if leaders developed the capacity to free them-
selves, and then others, from this wrong-headedness, could
crises, likethe onefacing us(or that which faced the Delians),
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be vanquished.

These exercises accustom the mind to shift its attention
from the shadows of sense perception, to the discovery of
knowable, but unseen truths, that are reflected to us as para-
doxesin the domain of the senses. The processis hever-end-
ing. With each new discovery, new paradoxes are brought to
the surface, which provoke still further discoveries, produc-
ing an ever greater concentration of the requisite quality of
mind that produced the discovery in thefirst place.

Doubling of theLine, Square, and Cube

Such is the context for concentrating on the 2,500-year
investigation of the paradoxesinitialy posed by the problem
of doubling the line, square, and cube. These objects appear,
visually, to be similar. The square is made from lines, while
the cube is made from squares. Y et, when subjected to an
action, such as doubling, it becomes evident that while these
objects appear visibly similar, their principle of generationis
vastly different.

The Pythagoreans, who learned from the Egyptians, re-
portedly, were the first Greeks to investigate this paradox.
Recognizing that these visibly similar, but knowably differ-
ent, objectswere all contained in one universe, they sought a
unifying principle that underlay the generation of all three.
That unifying principle could not be directly observed, but
its existence could be known, through its expression, as a
paradox, lurking among the shadows that were seen.

Nearly 80 yearsbefore Plato’ srebuke of the Delians, Hip-
pocratesof Chiosoffered aninsight based onthe Pythagorean
principle of the connection among music, arithmetic, and ge-
ometry. The Pythagoreans had recognized the relationships
whichthey called: thearithmeticand thegeometric. Thearith-
metic mean is found when three numbers are related by a
common difference: b—a=c-b. For example, 3isthe arithme-
tic mean between 1 and 5 (see Figure 1a). The geometric
mean is when three numbers are in constant proportion,
ab::b:c. For example, 2:4::4:8 (see Figure 1b).

Hippocratesrecognized that the arithmeticrelationshipis
expressed by the intervals formed when lines are added, and
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FIGURE 1a

The Arithmetic Mean

a b c

b isthe arithmetic mean between a and c.

FIGURE 1b
The Geometric Mean

Thelength b isthe geometric mean between lengthsa and c. The
area B isthe geometric mean between areas A and C.

that the geometric isexpressed by theintervalswhen squares,
or more generaly, areas, are added. The formation of solid
figures, being of astill higher power, did not correspond di-
rectly to any of these relationships. Neverthel ess, the shadow
cast by the doubling of the cube, expressed arelationship that
corresponded to finding two geometric means between two
extremes (see Figure 1c).

Plato, inthe Timaeus, explainsthesignificance of Hippoc-
rates’ insight:

“Now that which is created is of necessity corporeal, and
also visible and tangible. . . . But it is not possible that two
things alone be joined without a third; for in between there
must needsbe somebond joining thetwo. . . . Now if thebody
of theAll had had tocomeintobeing asaplanesurface, having
no depth, one mean would have sufficed to bind together
bothitself and itsfellow-terms; but now it is otherwise, for it
behooved it to be solid in shape, and what brings solids into
harmony is never one mean, but alwaystwo.”

In the Epinomis, Plato says of the investigations of the
arithmetic and geometric means, “a divine and marvelous
thing it is to those who contemplate it and reflect how the
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FIGURE 1c
Two Geometric Means Between Solids

2

There are two geometric means between a cube whose edgeis 1
and volumeis 1 and a cube whose edgeis 2 and volumeis 8.
Proportionally, the therewill be two geometric means between a
cube of volume 1 and a cube of volume 2.

wholeof natureisimpressed with speciesand kind according
to each proportion as power. . .. To the man who pursues
his studies in the proper way, all geometric constructions,
all systems of numbers, all duly constituted melodic progres-
sions, the single ordered scheme of all celestial revolutions,
should disclose themselves, and disclose themselves they
will, if, as | say, a man pursues his studies aright with his
mind’ s eye fixed on their single end. As such a man reflects,
he will receive the revelation of a single bond of natural
interconnection between all these problems. If such matters
are handled in any other spirit, a man, as | am saying, will
need to invoke his luck. We may rest assured that without
these qualificationsthe happy will not make their appearance
in any society; this is the method, this the pabulum, these
the studies demanded; hard or easy, this is the road we
must tread.”

While the initial reported reaction to Hippocrates was
that he had turned one impossible puzzle into another, others
saw hisinsight as a flank. If the construction of two means
between two extremes could be carried out among the shad-
ows, the result could be applied to double the cube. Plato’s
collaborator, Archytas of Tarentum, supplied a solution by
hisfamous construction involving acylinder, torus, and cone
(Figure 4a). This demonstrated that the required construc-
tion could only be carried out, not in the flat domain of the
shadows, but in the higher domain of the curved surfaces.
Archytas’ resultisconsistent with thediscovery of the Pytha-
goreans, Theatetus, and Plato, of the construction of the five
regular solids from the sphere.

Menaechmus' Discovery

Plato’s student, Menaechmus, supplied a further discov-
ery, by demonstrating that curves generated from cones pos-
sessed the power to produce two means between two ex-
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FIGURE 2a
The Proportions of a Parabola

A

The parabola isformed by moving right angle ABC so that vertex
B moves along line OB while C moves along line OC. Thisforms
the changing rectangle OBPC. Point P traces a parabola. By
similar triangles, OA: OB::0B:OC or, OC=0B?2

tremes. As the accompanying diagrams illustrate, the
parabola possesses the characteristic of one mean between
two extremes, whilethehyperbolaembracestwo (seeFigures
2a and 2b). Menaechmus showed that the intersection of an
hyperbola and a parabola produces the result of placing two
means between two extremes (Figure 3).

Embedded in the discoveries of Archytas and Me-
naechmus was a principle that would not fully blossom until
2,200 yearslater, withthe discoveries of Riemann and Gauss.
Archytas’ solution depended on acharacteristic possessed by
the curveformed by theintersection of the cylinder and torus.
This curve could not be drawn on a flat plane, because it
curved intwo directions (Figures 4a and 4b).

Gauss would later define this characteristic as “nega
tive” curvature.

However, Menaechmus' construction using a parabola
and hyperbola, is carried out entirely in the flat domain of the
shadows. Nonetheless, for reasons that would not become
apparent until Gottfried Wilhelm Leibnizinthe 17th Century,
Menaechmus' solutionworked becauseit contained thissame
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FIGURE 2b
The Proportions of an Hyperbola

(B)

(B)

(B)

(B)

(0] A

The hyperbola is formed by the corner B of rectangle OABC. As
the sides of the rectangle change, the area stays constant. This
maintains the proportion 1: OA:: OA: OAXAB.

principle of negative curvature asdid Archytas'.

Because of the lack of extant original writings, it is diffi-
cult to know how consciousthese ancient Greek investigators
were of the principlewhich Gausswould call negative curva-
ture. What isknown, isthat these Greeksknew that the princi-
ple that determined action in the physical universe, was a
higher principle than that which dominated the flat world of
areas. The principles governing solid objects, thus, depended
on curves, generated by a higher type of action in space,
which, when projected onto the lower domain of a plane,
exhibited the capacity of putting two means between two
extremes. These curves combined the arithmetic and the geo-
metric into a One. When this principle was applied in the
higher domain of solid objects, it produced theexperimentally
validatabl e result.

This demonstrates, as Plato makes clear, not ssimply a
principle governing the physical realm, but the multiply-con-
nected relationship between the spiritual and the material di-
mensionsof the universe; hencetheappropriatenessof “ peda-
gogical,” or “spiritual exercises.”

Kepler’s Study of Conic Sections

The next significant step was accomplished by Johannes
Kepler, who established modern physical science asan exten-
sion of these ancient Greek discoveries as those discoveries
were re-discovered by Nicolaus of Cusa, Luca Pacioli, and
Leonardo daVinci. Kepler, citing Cusa, whom he called “di-
vine,” placed particularimportanceon thedifference between
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FIGURE 3
Menaechmus’ Determination of Two Means by

Conic Sections

Parabola

Hyperbola

A

The intersection of an hyperbola and a parabola determine the
magnitudes that double the cube. The parabolaisformed from
OA=1andright angle ABD. The hyperbolaisformed fromthe
OC? rectangle OBCD which has an area of 2. Fromthe parabola,
OA:OB::0B: 0D, or 1:0B::0B: OC2 Fromthe hyperbola,
OBxBC=2. Combining these two yields the proportion,
1:0B::0B:BC::BC:2. In other words, line OB will formthe edge
of a cube whose volumeis 2 and BC will formthe edge of a cube

whose volumeis4.

the curved (geometric) and the straight (arithmetic).

“But after all, why were the distinctions between curved
and straight, and the nobility of a curve, among God' sinten-
tions when he displayed the universe? Why indeed? Unless
because by amost perfect Creator it was absolutely necessary
that amost beautiful work should be produced,” Kepler wrote
in the Mysterium Cosmographicum.

As part of his astronomical research, Kepler mastered
the compilation of Greek discoveries on these higher curves
contained in Apollonius Conics. Asaresult of hisinvestiga-
tion of refraction of light, Kepler reports arevolutionary new
concept of conic sections. For thefirsttime, Kepler considered
the conic sections as one projective manifold:

“[T]here exists among these lines the following order
by reason of their properties: It passes from the straight line
through an infinity of hyperbolasto the parabola, and thence
through an infinity of ellipses to the circle. Thus the para-

bola has on one side two things infinite in nature, the hyper-
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FIGURE 4a
Archytas’ Construction To Double the Cube
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Archytus devel oped a construction to find two geometric means
between two magnitudes. The longer magnitude is AC, which isthe
diameter of a circle. That circleisrotated around A to forma
torus. A cylinder isthen produced perpendicular to thetorus,
whose diameter isalso AC. The shorter magnitude AB isdrawn as
achord of a cross section of thetorus. AB is extended until it

inter sects the cylinder, forming a triangle, which when rotated,
produces a cone. All three surfacesintersect at point P.

FIGURE 4b
Intersection of Cylinder and
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The curve formed by the intersection of a cylinder and a torus has
the characteristic that Gauss called “ negative” curvature.
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FIGURE 5
Kepler's Projective Concept of Conic
Sections

As the focus moves off to the left, the circleistransformed into an
dlipse. At the boundary with theinfinite, the ellipse becomes a
parabola. The hyperbolaisformed on “ other side” of theinfinite.

bola and the straight line, the ellipse and the circle. For it
isaso infinite, but assumes a limitation from the other side.
... Therefore, the opposite limits are the circle and the
straight line: The former is pure curvedness, the latter pure
straightness. The hyperbola, parabola, and the elipse are
placed in between, and participate in the straight and the
curved, the parabola equally, the hyperbola in more of the
straightness, and the ellipse in more of the curvedness.” (See
Figure5.)

Of significance for this discussion is the discontinuity
revealed by this projection between the parabola and the
hyperbola. The hyperbola stands on the other side of the
infinite, so to speak, from the ellipse and the circle, while
the parabola has one side toward the infinite and the other
toward the finite.

From Fermat to Gauss

The significance of this infinite boundary begins to
become clear from the standpoint of Pierre de Fermat’'s
complete re-working of Apollonius' Conics and the subse-
quent development of the calculus by Leibniz and Jean
Bernoulli, with a crucia contribution supplied by Chris-
tian Huyghens.

Huyghens recognized that the curved and the straight
expressed themselves in the hyperbola differently than in
the other conic sections. His insight was based on the same
principle recognized by Menaechmus, that the hyperbola,
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FIGURE 6

Equal Hyperbolic Areas

4

0 1 2 4

The areas between 1 and 2; 2 and 4; and 4 and 8, are all equal.

FIGURE 7
Leibniz’s Construction of the Catenary

a’

a b c¢c d e O e d ¢ b &

The catenary isformed as the arithmetic mean between two curves
which Leibnizcalled “ logarithmic,” and are today called
exponential. In the figure, thelines are spaced equally along a
horizontal axis. The“ logarithmic” curve isformed by the vertical
lengths which are in geometric proportion. O0=1; €=00? and e=
1/00? d'=00? and d=1/0C?, etc. The catenary is formed by
adding length eto € and dividing the combined length by two;
then adding length d to d' and dividing the combined length by
two, etc. The points of the catenary are equal to (OO™+1/O0")/2.
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FIGURE 8a
Projection of Equal Hyperbolic Areas
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The points along the hyperbola that correspond to equal divisions
of area are projected onto the axis, by drawing perpendicular lines
fromthe axisto those points. This produces lengths, Ob,0Oc,Od.
Oa=1.

FIGURE 8b
Measuring the Lengths Along the Axis
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When the perpendicular lines fromthe axis are extended to
intersect the asymptote, they mark off the lengths (2"+1/2"). By
inversion, the corresponding lengths along the axis are projections
by a 45 degree angle of these lengths. Therefore, the lengths Ob,
Oc, and Od are equal to (2"+1/2")/2.

when projected onto a plane, was formed by a series of
rectangles whose area was always egqual. As one of the sides
of the rectangles got longer, the other side got inversely
smaller. Huyghensfocused his attention on the area bounded
by the hyperbolaand the asymptote, which isthe areaformed
by this ever-changing rectangle whose area is aways the
same (Figure 6). Areas between the hyperbola and the as-
ymptote, formed by rectangleswhose sidesarein proportion,
are equal. Consequently, as the diagram illustrates, those
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FIGURE 8c
The Relationship Between Hyperbola and
Catenary

a (0

(0] (0] 0] (0] (0] O (0]

When lengths from the hyperbola, Oa, Ob, Oc, Od, are set along a
line at equal intervals, their endpoints formthe catenary.

sections of the hyperbola, formed as the distance along the
asymptote from the center increasesgeometrically, areequal.
Thus, as the areas increase arithmetically, the lengths along
the asymptote increase geometrically. Don’t miss the irony
of this inversion: In the hyperbola, the (geometric) areas
grow arithmetically, whilethe (arithmetic) lengthsgrow geo-
metrically!

As has been presented in previous installments of this
series, this combined relationship of the arithmetic with the
geometric was discovered by Leibniz to be expressed by the
physical principle of the catenary. Leibniz demonstrated
that the catenary was formed by a curve, which he called
“logarithmic,” today known asthe “exponential.” Thiscurve
isformed such that the horizontal changeisarithmetic, while
the vertical change is geometric. The catenary, Leibniz dem-
onstrated, isthe arithmetic mean between two such “logarith-
mic” curves (Figure 7).

From here we are led directly into the discovery of
Gauss and Riemann through Leibniz' and Bernoulli’s other
catenary-related discovery: The relationship of the catenary
to the hyperbola.! This relationship is formed from Huygh-
ens discovery. The equal hyperbolic areas define certain
points along the hyperbola, that are “projected” onto the
axis of the hyperbola, by perpendicular lines drawn from
axisto those points. These projections produce lengths along

1. It should be noted that this discovery has been the victim of such awide-
spread pogrominitiated by Euler, Lagrange, and carried into the 20th Century
by Felix Klein et d., that the mere discussion of it with anyone exposed to
an academic mathematics education, is likely to provoke severe outbreaks
of anxiety.
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the axis, that are the same lengths that, as Leibniz showed,
produced the catenary! (See Figures 8a, 8b, and 8c.)

The implications of this discovery become even more
clear when viewed from the standpoint of Gauss' investiga-
tion of curved surfaces that arose out of his earlier work on
the fundamental theorem of algebra, geodesy, astronomy,

FIGURE 9a
Negative Curvature: The Catenoid

FIGURE 9b
Positive Curvature: The Ellipsoid
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and biquadratic residues. To complete this discussion, focus
on Gauss' extension of the investigations of curves, into the
investigation of the surfaces which contain them. Surfaces
that contained curves with the characteristics of the hyper-
bola or catenary, Gauss called “negatively” curved, while
surfaces that were formed by curves with the characteristics
of circles and ellipses, he called “positively” curved.? (See
Figures 9a and 9b.)

Now think back over this2,500-year fugue. The principle
underlying the constructions of Archytas and Menaechmus,
the discontinuity expressed by the infinite boundary between
the hyperbola and parabola; the inversion of the geometric
and arithmetic in the hyperbola: From Gauss' perspective,
these all reflect atransformation between negative and posi-
tive curvature.

Thus, to investigate action in the physical universg, it is
necessary to extend the inquiry from simple extension to
curvature and from simple curvesto the surfacesthat contain
them. This, as will be developed in future installments, can
only be done from the standpoint of Gauss and Riemann’s
complex domain.

2. Thereason for the names*“ negative’ and “positive” will be discussed in a
future installment.

Kepler’s
Revolutionary
Discoveries

The most crippling error in
mathematics, economics,
and physical science today,
is the hysterical refusal to
acknowledge the work of
Johannes Kepler, Pierre
Fermat, and Gottfried
Leibniz—not Newton!—in
developing the calculus.
This video, accessible to
the layman, uses animated
graphics to teach Kepler’s
principles of planetary
motion, without resorting to
mathematical formalism.

EIR News Service

P.0. Box 17390

Washington, D.C. 20041-0390
To order, call...

1-888-EIR-3258 (toll-free)

We accept Visa and MasterCard.

“The Science of
Kepler and Fermat,”
1.5 hours, EIRVI-2001-12
$50 postpaid.
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Business Briefs

Environmentalism

Starving Zambia Refuses
Donations of Maize

The Zambian government has announced
that it will not accept donations of geneti-
cally modified foods for fear they may be
toxic, Zambian newspapers report. The fear
has been whipped up by foreign Malthusian
environmentalistsand depopul atorswho are
determined to destroy Africa’ s population.

As 15,000 tons of U.S.-donated, geneti-
cally modified maize sit waiting, Zambia
does not have enough food for its starving
people; indeed, many of the country’ s9 mil-
lion people are“on the verge of death,” said
one Zambian chief on Aug. 12—victims of
a drought extending from South Africa to
Senegal.

The decision followed a debate at L usa-
ka's Mulungushi International Conference
Centre on Aug. 12, reported in the Lusaka
Post on Aug. 13. Numerous influential fig-
ures expressed fear of genetic modification,
including the president of the opposition
Heritage Party, Brig. Gen. Godfrey Mi-
yanda; Women for Change ExecutiveDirec-
tor Emily Sikazwe; and Dr. Mwananyanda
Mbikusita-Lewanika of the National Insti-
tute of Scientific and Industrial Research.

Speaking for acceptance of the maize
werethe University of Zambia sDean of the
School of Natural Sciences, Luke Mumba,
and Simon Zukas, national chairman of the
opposition Forum for Democracy and De-
velopment Party.

Also urging acceptance, inan Aug. 9 ap-
pearance in Lusaka, were U.S. Reps. Earl
Hilliard (D-Ala.) and EvaClayton (D-N.C.),
who emphasized that Americansest thecorn
every day.

There is no danger from geneticaly
modified maize. The modification of the
genesof maizetakes placein nature through
cross-pollination; so-called genetically
modified maize is different only because
there is human supervision of which of the
naturally occurring possibilities are per-
mitted.

A leading environmentalist, Greenpeace
founder Dr. Patrick Moore, hasbroken ranks
towritethat “the campaign of fear now being
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waged against genetic modification is based
largely on fantasy and acompletelack of re-
spect for science and logic.”

I nternational Trade

U.S. ‘Productivity
Boom’ Never Happened

Financial analyst Henry Ck Liu demon-
strated in the Asia Times of Aug. 14 that the
“productivity boom” of the 1990swasreally
only due to the U.S. import boom, which
amounted to theft from other countries.

Liu writes: “There was no productivity
boom in the U.S. in the last two decades of
the 20th Century; therewasan import boom.
What's more, this boom was driven not by
the spectacular growth of the American
economy; it was driven by debt borrowed
from the low-wage countries producing this
weslth. Or, to put it a tad less technicaly,
the economic boom that made possible the
current U.S. political hegemony was fueled
by payments of tribute from vassal states
kept perpetually at the level of subsistence
poverty by their own addiction to exports.
Call it the New Rome theory of U.S. eco-
nomic performance. . . .

“The 4% productivity rise cited in U.S.
government statisticscanbeprimarily attrib-
utableto sharpimportincreases. Thegainin
net productivity is much smaller, on the or-
der of 1.8%. ... The transition to offshore
production is the source of the productivity
boom of the* New Economy” intheU.S. The
productivity increase not attributable to the
importing of other nation’s productivity is
much lessimpressive. . . .

“Thoseeconomiesthat have been depen-
dent on exports for growth will do well to
understand that the recent drop in exportsin
more than a cyclical phenomenon. It is a
downward spiral unlessbalancedtradeisre-
stored sothat tradeisasupplement todomes-
tic development rather than a deterrent. Re-
gions like Asia and Latin America should
restructure their export policies to focus on
intra-regional tradethat aimsat devel opment
instead of those that transfer wealth out of

the region. Places like Shanghai, Hong
Kong, Singapore and Tokyo should stop
lookingfor predatory competitiveadvantage
and movetoward symbiotic trade policiesto
enhance regional development.”

European Union

[talian Economist:
Cancd Maadricht

The budget-balancing criteria of the Euro-
pean Union’'s Maastricht Stability Pact are
“afruit of superstition,” and, contrary to pop-
ular opinion, private debt, not public debt, is
what is dangerous, said Giacomo Vaciago,
an economist who teaches at the Catholic
University in Milan.

Interviewed by the daily Il Giornale on
Aug. 14, Vaciago said, “The constraints es-
tablishedfirstin1992inMaastricht, and con-
firmed at Amsterdamin 1997, aremythol og-
ical, afruit of superstition. Sixty percent of
debt relativeto GNP, 3% of deficit over GNP
... [are] figures that no country, since Ro-
mulusand Remus, hasever dreamed to fore-
cast. Figures that exist in no theory whatso-
ever. And therefore, we can just cancel
them.”

“Too much importance,” said Vaciago,
“is put on public debt. | explained this ten
years ago in a lecture at Oxford. What is
worse: an excessive private debt, as is the
casein Anglo-Saxon countries, or an exces-
sive public debt, asin Italy? The answer is,
that you must ook at the aggregate debt: of
thecitizens, of corporations, and of the state.
In this context, the Amsterdam constraints
put excessive emphasis on state debt, ignor-
ing private debt. . . . The most serious eco-
nomic crises have occurred because private
debt was high, not because of public debt.
The1929 crisiswasaprivatedebt crisis. Itis
whenthereistoo much family and corporate
debt, that things go bad, and you are forced
to go more deeply into public debt. I will
never say that acountry ismore or less poor
according to its public debt. Today, the
United States is in worse shape than Italy,
even if Italy hasapublic debt twice aslarge
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asthe U.S. one, but in the U.S.A., families
arein the water almost up to their neck.”

Drug Trafficking

Poppy Cultivation on
TheRisein Pakistan

The Islamabad newspaper The Dawn re-
ported in an editoria on Aug. 14 that there
hasbeenan ominousincreasein poppy culti-
vation on the Pakistani side of the Afghan-
Pakistan border. The reasons cited are: The
prolonged bombing campaign next door and
the proximity of the U.S. troops on the Af-
ghan side of the border has made it difficult
for peopleto carry on their traditional trade
of smuggling; and Pakistan's Water and
Power Development Authority has stopped
the supply of electricity to the area because
of the tribesmen’ s reluctance to pay for the
electricity they consume, severely affecting
agriculture. Over theyears, Pakistan had vir-
tually eliminated poppy cultivation in the
tribal areas.

The dwindling sources of livelihood
have driven many people to turn to poppy
cultivation as a last resort. Meanwhile, re-
ports from the bordering eastern Afghan
province of Nangarhar, indicate that large
heroin factories have been set up inthehills,
increasing the demand for poppy. It is evi-
dent that the heroin trade is flourishing once
more under the warlords now backing the
U.S.-supported Karzai government in
Kabul.

Petroleum

U.A.E. Zayed Centre Book
Prints LaRouche Speech

On Aug. 15, the Zayed Centre for Coordina-
tion and Follow-Up, based in Abu Dhabi,
United Arab Emirates, published apressre-
lease announcing the publication of a book
containing the speeches and working papers
presented at the June 2-3 international con-
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ference on “Oil and Gasin World Politics.”
Lyndon H. LaRouche, Jr., whowasthemain
featured Western guest, presented a paper
entitled “The Middle East as a Strategic
Cross-Roads’” (see EIR, June 14).
LaRouche' s speech was followed by a dis-
cussion session, dealing with his views on
major strategic, military, and economic
issues.

The ZCCF s press release states:

“Considering the great interest shownin
the issue of oil and sources of energy, the
Zayed Centre for Coordination and Follow-
Up compiled and published working papers,
articles, anddiscussionsintheform of abook
entitled Qil and Gas in International Secu-
rity Policies.

“The working papers and articles were
presented at the two-day international con-
ference attended by the U.A.E. Oil Minister,
HE Obaid Bin Saif Al Nasiri, and Mr. Lyn-
don LaRouche, renowned American econo-
mi st and prospectivecandidatefor the Amer-
ican Presidential election. It also included a
number of prominent expertsin the field of
oil and gas from many Arab countries.

“Thepublicationissignificant asit deals
with the problem of energy in general, and
oil,inparticular. Besides, itisdirectly linked
with all political, strategic, economic, and
social issues. Itisof vital importanceto Arab
oil-producing countries because it consti-
tutesamajor source for their development.

“HH Sheikh Sultan Bin Zayed Al Nah-
yan, Deputy Prime Minister and Chairman
of theZCCF, stressedtheneedforinitiatinga
serious dial ogue between oil-producing and
oil-consuming countries for reaching fair
and stable prices for oil. He particularly
pointed to the low level of the pricesthat re-
sulted in hindering the process of devel-
opment.

“The study also discussesthe possibility
of using oil as political leverage to resolve
Arab conflicts, its positive and negative im-
pacts. The publication focuses on the emer-
genceof competitorstothe Arabsinthe Cas-
pianregionandother areas. It al soshedslight
on non-OPEC oil-producing countries, how
to compromise and coordinatewith them for
the sake of ail stability in the oil market. Oil
pipelines and new world investmentsin the
field of oil and gas have also been explored
thoroughly in this publication.”

Briefly

THE HOUSING BUBBLE may
collapse in the United States in the
months ahead,” wrote Dean Baker,
the co-director of the Washington-
based Center for Economic Policy
Research, inthe July 3lissueof Beige
Book Review & Analysis, a publica-
tion of the Financial Markets Center.
Baker notes that housing prices have
risen by an average of 29 percentage
points more than the inflation rate
over the last seven years. Some
Americans have pulled money out of
the stock market, and placeditinrea
estate instead—"the sort of behavior
onewould expect to seein abubble,”
he writes.

AMERICAN MAGLEV Technol-
ogy, Inc. carried out its first success-
ful propulsion test at Old Dominion
University in Virginia in August,
when its test vehicle “levitated,
moved forward about 200 fest,
stopped and moved in reverse, sev-
eral times at a rate of 4 miles per
hour,” said an ODU spokeswoman.
The company hopes to build a 193
mile maglev system between Hamp-
ton Roads, Virginiaand Washington,
D.C., by 2007.

THE WASHINGTON POST on
Aug. 18 promoted legalized gam-
bling for Mexico, saying that Mexi-
can leaders are considering legida
tion to legalize gambling casinos, as
away to bring more tourists into the
country. While casino gambling has
been outlawed since 1938, analysts
told the Post, “the palitical and eco-
nomic climate is right for the Mexi-
can Congresstolegalize casinos, pos-
sibly by the end of the year.”

GEORGE SOROS, the mega
speculator and self-styled critic of In-
ternational Monetary Fund policies,
calledfor an IMF bailout of the banks
to which Brazil owes money, in a
commentary in the Singapore Straits
Times newspaper on Aug. 14. He
phrased thisasacall to “save Brazil.”
In addition to IMF money, Soros
wrote, “ thecentral banksof thedevel-
oped countries should open their dis-
count windows for Brazilian govern-
ment debt.”
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1T IR Feature

LaRouche Keynotes
ISSS Conference on
World and China

by Harley Schlanger

U.S. Presidential pre-candidate Lyndon LaRouche was the keynote speaker at a
conference on China on Aug. 17, sponsored by the Institute of Sino Strategic
Studies (ISSS) in Whittier, California, and extensively covered in the Chinese
press. The “Seventh Annual Conference on the Re-Emergence of China” was
attended by scholars, intellectuals, and political activists from the United States,
Taiwan, and the People’s Republic of China, many of whom were happy for the
opportunity to hear directly from LaRouche, whose ideas are widely known in
these circles.

LaRouche’s speech was titled “China in a Changing World,” and addressed
the effects of the current global financial and strategic crisis on China, and the
implications of this crisis on relations between the U.S. and China. His keynote
was backed up by additional presentations, by Schiller Institute scientific adviser
Dr. Jonathan Tennenbaum, on U.S.-China economic relations, and by Schiller
Institute founder Helga Zepp-LaRouche, on the Eurasian Land-Bridge as the means
of recovery from the economic depression.

We publish here all three of these addresses to this landmark conference.

Wide Coveragein Chinese Press

The Institute held a well-attended special press conference prior to the opening
of the conference, to introduce LaRouche and the other speakers to the Chinese-
language press. More than ten news services with correspondents in California
attended. The introduction of LaRouche, and statements from the other participants,
showed the high esteem in which he is held among the conference organizers and
other scholars and political activists present. Dr. Tie Lin Yin, for example, aleading
advocate of peaceful Chinese reunification, referred to LaRouche as “the distin-
guished thinker,” adding that, to him, there is no higher designation than that.

Zhong Jian Hua, the Consul General of the People’s Republic of China, was
the sponsor of the pre-conference reception, at which he and Lyndon LaRouche
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gaveremarks.

TheChinesejournalists questionsto LaRouchefocussed
first upon hisPresidential campaign, and second on hisviews
on relations between China and Taiwan. His own remarks
stressed that the | SSS conference was occurring at amoment
of economic collapse; thus the most important questions are
what caused this situation, what are the solutions, and what
can the role of China be, in solving this crisis? All these
subjects, including LaRouche’'s campaign, were prominent
in the coverage, in the Taiwan-linked Chinese Daily News,
China Today, Sing Tao of Hong Kong, the China Press, and
China Daily. The Chinese Daily News and World Journal
headline was typical: “LaRouche: Reunification Across the
Taiwan Strait Isin America s Best Interest.” The City Maga-
zine headlined its coverage, “ The Economic Crisis Leadsto
War: Frightening Words of Lyndon LaRouche.”

When a number of Chinese journalists asked LaRouche
about the situation today in the Taiwan Straits, and what he
considered were the prospects for reunification of China, or
for Taiwan independence, the Presidential candidate replied
that answering these questions requires going back in U.S.
history to President John Quincy Adams and his crucial
Americanview of national sovereignty. Adamsproposed that
U.S. policy must be to establish a community of principle
among perfectly sovereign nation-states. His view was that
thenation-stateisnot asource of conflict, but thebasisfor the
establishment of a community for achievement of common
purposes.
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The Institute for Sno
Strategic Sudies press
conference to introduce
keynote speaker Lyndon
LaRouche—here
accompanied by Mr.
Gau Zhi-yun of the
Institute—was attended
by more than ten
Chinese news services
with correspondentsin
California. Wide
coverage followed the
conference.

Modern China emerged as the result of the fight by over-
seas Chinese, led by Sun Yat-sen, for just such a sovereign
nation-state. There are two aspects of the development of
China as a modern nation-state, LaRouche said, which are
important totheinterest of the United Statestoday. First, there
istheidea of the unity of the Chinese people, as exemplified
by Sun Yat-sen’s plans for railroad construction throughout
thevast extent of the country. Thedevel opment of theinterior
of China till needs that rail program today. Second is the
development of Eurasia, which requires the cooperation of
threenations; China, India, and Russia. Wemust build acom-
munity of principle built around these three nations, he con-
cluded, for peace, security, and development.

LaRouchesaidthat whileitisnot for the Americanstotell
Chinahow to cometogether, there should beareunification of
China, as well as Korea, as part of a new, just order among
nations. “Our hearts, of those in the U.S. who know history,
arewith the unification of China,” he concluded.

The journalists peppered LaRouche with more questions
on the U.S. Presidential campaign, his own electability in
particular. The candidate emphasized that there are major
political changes occurring in the United States because of
the accelerating economic collapse. Asked for more detail,
LaRouche referred to growing ferment among youth in sup-
port of his candidacy. This was shown dramatically later in
the day, when LaRouche spoke to a meeting of nearly 100
young campaign supporters and prospective supporters in
Los Angeles. The press conference closed with several jour-
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nalists asking to have their pictures taken with “the future
President.”

‘WeMust Make a Revolution in Thinking’

Among the participants in this major conference were
officialsfrom the All-China Federation of Taiwan Compatri-
ots; the Association for Relations Across the Taiwan Straits;
the China A ssociation for the Promotion of Culture; the Insti-
tute of American Studies of the Chinese Academy of Socia
Sciences; and the Alliance for the Reunification of China.

LaRouche's keynote address was delivered before ap-
proximately 70 members and guests of the Institute of Sino
Strategic Studies. He was introduced by the conference co-
chairman, Dr. Wenji Victor Chang, who said he has been
reading the Executive Intelligence Review for six years, and
had been impressed by LaRouche's foresight in forecasting
the 1997 collapse of the Asian economies. Dr. Chang reported
being warned of a more recent forecast by LaRouche last
March, of a blow-out of the stock markets in the next three
to four months. By August, LaRouche's forecast had been
proven to be accurate, as the market lost 25% of its value.
“But | was not a good student,” Dr. Chang said, “because, if
| had listened to Mr. LaRouche, | would not havelost somuch
money in the stock market. Now, he warns us that the next
bubbleto explodeisthe U.S. red estate bubble. So, | just sold
my condo.”

LaRouchewasasked several questionsby theenthusiastic
audience. “Inadditiontofinance,” oneasked, “ you mentioned
the spiritual.” LaRouche had concluded his speech by ad-
dressing the uniquely human desire and understanding that
each human being hasthe potential tolive on powerfully after
death, in the contribution that person has made to a change
for the better. “Will your philosophy,” the questioner asked,
“materializein this country?’

TheU.S. populationisterrified, LaRouche answered, not
by the events of Sept. 11, but by the failure of the economic
system, which they weretold repeatedly would not fail. This
has led to openness to his ideas among youth, ages 18-25, in
particular. “ Every great revolution in history comes about by
the youth, who inspire their parents and grandparents. They
have a sense that they have no future. If you look at what
they’ ve been taught in the schools, they’ ve been cheated.”

But the crisis, he continued, is forcing changes to occur.
“The obligation of a leader is to point to the problem, and
also the solution. There is no guarantee of success, but | am
confident that we can succeed.”

LaRoucheand the Presidency

LaRouche also was asked, by the owner of alocal radio
station, if he had presented this speech to Bush, and if he can
winthenomination for President. Heanswered by saying that
thereisno one, other than himself, who is presently qualified
to be President in the economic and strategic crisiswhich this
President must face. Since there are some talented peoplein
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A prominent articlein Tsing Tao daily was accompanied with a
photo of Lyndon LaRouche with Consul General Zhong Jian-hua
of the People’ s Republic of China, at the conference reception.

theUnited States, he can movethingsso that the United States
can solve these problems. To do this, however, “We ve got
tomakearevolutioninthinking.” LaRouche' scampaign has
been engaged for amonthinanintense, 5 million-leafl et cam-
paign precisely to enablethe President to act serioudly inthis
crisis, inthe one way possible: by making LaRouche himself
the front-runner for the Democratic nomination for 2004.

After theformal session of thel SSSconference, thecandi-
date had a series of private meetings with leading activists
and scholarsin the Chinese community.

Earlier in the day, the conference heard a presentation
prepared by Helga Zepp-LaRouche, “The Eurasian Land-
Bridge as an Alternative.” Mrs. LaRouche was unable to at-
tend, due to her own ongoing political campaign as head of
theCivil Rights Solidarity Movement’ sdateof parliamentary
candidates in Germany’s national elections; her speech was
read by L eni Rubinstein, whoiswell-known tothe conference
sponsorsfor her longtimework inthisarea. A speechwasalso
read which had been submitted by Dr. Jonathan Tennenbaum,
“Reflectionson aNew Basisfor Economic Rel ationsbetween
the United States and China.”
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China in a Changing World

by Lyndon H. LaRouche, Jr.

The following keynote address was delivered to a special
meeting of the Institute of Sno Strategic Sudies in Whittier,
Californiaon Aug. 17. Themeeting wascalled by theinstitute
specifically to hear the views of Lyndon LaRouche directly,
as they have been already for some time widely discussed in
the Chinese-language press in the United Sates, and in
China. The Consul General of the People’ sRepublic of China
in Los Angeles attended, asdid leading political and intellec-
tual figures of the Chinese-American community, and repre-
sentativesof themedia, who had al so attended a press confer -
ence called by the Institute for Mr. LaRouche the previous
day.

ThePeopl€e sRepublic of Chinaisnow reassessing theimpact
of arapidly changing world upon its future for the decades
ahead. The questions posed include the combined effects of
an accelerating crisis of both the monetary-financial and eco-
nomic systems of the world, a crisis which was aready in
progress before the January 2001 inauguration of U.S. Presi-
dent George W. Bush. China is also faced with ominous,

& T ¥ Rk 2

continuing shiftsin the general strategic situation, since Sept.
11, 2001.

Even if solutions for the present global monetary-finan-
cial crisisare put into effect, the decade ahead will be a diffi-
cult onefor al of theworld’ s national economies. Theworld
could never returnto therecent past. We can, and must rebuild
theworld economy, but rebuilding means adopting new poli-
cies, and moving in different directions than the U.S.A. and
International Monetary Fund have led the world during re-
cent decades.

Origin and Character of theWorld Crisis

Let us consider three points, briefly. First, the world cri-
sis. Second, the available systemic solutions for that crisis.
Third, what those solutions would mean as opportunities
for China.

First, consider the principal features of theway inwhich
the present world crisis occurred.

Over the period 1933-1945, the United States led by its
President Franklin Roosevelt, steered through both a general
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Lyndon LaRouche
keynoting the Ingtitute’s

“ Seventh Annual
Conference on the Re-
Emergence of China,” Aug.
17 in Whittier, California.
With himis Institute leader
Dr. TieLin Yin. Some 75
political leaders, scholars,
and representatives of
Chinese associationstied to
both the Republic of China
and Taiwan, attended.
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FIGURE 1
A Typical Collapse Function
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economic recovery and a great war. Shortly after the un-
timely death of that President, the U.S.A. emerged from
that war as, in fact, the only world power of that moment.
Although President Roosevelt’s intention to decolonize the
world was not carried out by his successors, the Americas,
Western Europe, and Japan benefitted greatly from those
aspects of President Roosevelt’s policies which were built
into the 1945-1964 phase of the Bretton Woods monetary
system. There were many injustices within that world sys-
tem, but the system produced great net growth intheworld's
real economy.

From about the same time as the onset of the U.S.A.’s
1964-1972 war in Indo-China, U.S. policy began a series of
dramatic shifts away from both the economic policies of
1933-1964 and thetraditional military policiesapplied during
1941-1945. Over the interval 1964 through January 1981,
three radical shifts were introduced to the policies of the
United Kingdom and U.S.A. The first, was a shift from a
producers’ society toward aso-called” post-industrial,” “ con-
sumer” society, led by theU.K.’ sHarold Wilson government.
The second was the destruction of the 1945-1964 Bretton
Woods monetary system, by the action of President Nixon,
creating a“fl oating-exchange-rate” system, on Aug. 15, 1971.
The third, was the drastic shift to destruction of theU.S.A.’s
own infrastructure, agriculture, and manufacturing, launched
under National Security Advisor Zbigniew Brzezinski during
1977-1981. Thisprocesswas accel erated following the 1989-
1991 collapse of Soviet power.

To illustrate the results of these three shifts, | have pro-
vided five charts, asfollows.

Figurelisonel first introduced to a 1995 Rome confer-
ence. This is a purely pedagogical showing of the general
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FIGURE 2
The Collapse Reaches a Critical Point of
Instability
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characteristics of the changes in the economy of the Ameri-
cas, Europe, and Japan over the interval from the 1966-1967
monetary crises of British sterling and the U.S. dollar, to
approximately the present time. The chart is described as
follows.

From left to right, the chart represents the interval from
1966 to approximately 2000.

The lower, downward-sweeping curve, represents a net
declinein per-capitarates of physical output of the combined
economies. The upper of thethree curves, representsincrease
of nominal valuation of financial aggregates. The middie
curverepresentstheinfusion of sundry varieties of monetary
aggregates used to facilitate the inflation of the financial
bubble.

Figure 2 is aso pedagogical. However, it reflects a
change, estimated to have occurred during the Spring of 2000,
in the relations between rates of growth of monetary and fi-
nancial aggregates. From that point on, to the present, the
amount of monetary aggregate supplied to support financial
assets, must exceed the val uation of thefinancial assetssubsi-
dized in thisway. This cross-over is of the same type as that
which occurred in Weimar Germany during the interval of
approximately June-July 1923. This cross-over was the
launching of the hyper-inflationary skyrocket which de-
stroyed the reichsmark in October-November of that same
year.

Figure 3 represents actual data for a period correspond-
ing to the portrait given in the second chart.

Figure 4 shows, simply the curve of hyperinflation in
1923 Germany. Figure 5 compares 1923 Germany with
trendsinthe U.S. dollar today.
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FIGURE 3
The U.S. Economy’s Collapse Function Since
1996
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That illustratesthe core of the causesfor theworld' spres-
ently exploding monetary-financial and economic crises. The
present crisisisnot conjunctural; itissystemic. Itisthepresent
systemitself which hascreated thisworld crisis, over aperiod
of about thirty-five years. Thereis no solution for thiscrisis
without replacing that system. So, similarly, empiresand dy-
nasties have falen in the past, and entire cultures have even
disappeared.

ToAvert Threat of aNew Dark Age

If thesystemisnot changed, thefollowing world scenario
isvirtually inevitable.

Whenweconsider theratio of combinedregular andirreg-
ular financial indebtedness, including all categories of finan-
cia derivatives and so-called “junk bonds’ built into world
finances as a whole, the ratio of financia debt to real value
added in the world today is comparable to the debt-ratios
which collapsed the L ombard banking system during themid-
dle of Europe’ s Fourteenth Century. The effort of financiers
then, to collect the full value of the financial debt, plunged
Europe into what historians study as a “New Dark Age,”
during which an estimated one-third of Europe’s population
was wiped out. When that comparison to today’s world is
made, two facts should be clearly seen. First, that only a
change from the world’ s present monetary-financial system
would save civilization. Second, why some powerful finan-
cial special interests are desperate in their determination to
resist establishing a new monetary-financial system.

Thereis a solution for this crisis. In my view, there are
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FIGURE 4
Reichmarks in Circulation in Weimar Germany
Grew 100 Million Times, June-November 1923

(logarithmic scale)
1,000,000,000
100,000,000
10,000,000
1,000,000
100,000
10,000

1,000

100

10

1

T T T
June Oct.
1922

T T T T T 1 T T 1
Jan. May Sept.  Now.

1923

FIGURE 5

Dollars (M3-Money Supply) Circulating in the
U.S. Begins Hyperinflationary Growth,
1996-2001
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three steps which must be taken to find a way out of the
presently deepening, combined, monetary-financial, eco-
nomic, and strategic world crisis.
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Step Number One: Usetherelatively successful experi-
ence of the 1945-1964 Bretton Woods system as a model of
referencefor establishing anew world monetary system. This
means a fixed-exchange-rate system, operating among eco-
nomic-protectionist policies adopted as treaty-agreements
between and among nations.

Such a proposal has been endorsed by groups of leading
parliamentariansin Italy and el sewhere.

My persona estimate is that this might price monetary-
reserve gold at somewhere between $800 and $1,000 a troy
ounce; | may be underestimating the price, but the estimate
illustrates the point. This means reorganizing the world's
trade and physical economy around long-term credit in the
order of aquarter-century in maturity and at borrowing costs
not in excess of 1-2% simple-interest rate, for development
of basic economic infrastructure and special-priority other
projects.

Establishing such a new system would require interven-
tion by, and cooperation among perfectly sovereign national
governments, to put the existing monetary-financial system
through government-directed bankruptcy-reorganization.
This action would be governed, from the outset, asit wasin
President Franklin Roosevelt’s measures, by the constitu-
tional principle of natura law called variously “the general
welfare” or “the common good.” All essential employment
and production, and payment of pensions, must continue in
a customary form. Levels of production and distribution of
physical goods and professional services must be sustained.
Immediate measures to increase employment must be
launched, with state-backed credit, especially inareasof basic
economic infrastructure important for the present and future
national interest.

Step Number Two. Technological measures must be
taken as cooperation among nations, to raise the general net
level of the physical-productive powers of labor globally,
through flows of technology from technol ogy-exporting lo-
calities to technology-deficit localities. Typical of such
needed measures, isthe proposal for aEurasian Land-Bridge,
proposed by my associates over the course of the recent ten
years. Eurasian cooperation, probably pivotted on Europe's
cooperation with a group of nations brought together by aid
of strategi c-economic cooperation among Russia, China, and
India, istypical of the economic-growth programswhich are
required to match a return to something equivalent to the
1945-1964 Bretton Woods system.

Step Number Three. Thetimehasbeenreached, at which
we must surpass those relatively primitive levels of coopera-
tion, in which peaceful cooperation has been treated merely
asaform of mere negation of conflict. We must movetoward
the kind of policy which then-U.S. Secretary of State John
Quincy Adams proposed for the future of the Americas: a
community of principle among perfectly sovereign nation-
states. Sovereignty requires that states be self-governed ac-
cording to those national cultures by means of which the
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membersof the nation are ableto communicateideaspertain-
ing to what England’s poet Shelley described as “profound
and impassioned conceptions respecting man and nature.”
However, among such nations, our common purpose must be
the same: the general welfare of each nation, and the general
welfare which is positively promoted through cooperation
among nations. Those nations which are prepared to adopt
such apolicy toward humanity should do so now. We should
not seek toimpose our will to that effect on other nations, but
we should set the example we would hope they would come
to admire.

The General Welfare of Humanity

All nations are, in fact, in one boat, a boat which is now
sinking. We shall not save the boat without an energetic pro-
motion of fundamental scientific and derived technological
progress in the physical productive powers of labor. That
means that that science and technology must be shared with
those who have need of it. Without the adopted motive to
benefit one’s neighbor, for no different reason than the sake
of the general welfare of humanity, we should probably not
find the will needed to overcome the threats to the genera
welfare which now proliferate among the populations of the
world.

Stuate China in respect to that third consideration. See
Chinathrough my eyes as an economist. See the crucial mat-
ters of the world's reciprocal relations with the nation of
China, inthetermsof my work asalong-rangeeconomicfore-
caster.

Progressisthe fruit of the combination of ascientifically
progressive culture, with the evolving cultural tradition
through which a people chooses and implements its policies
of practice. The fruit of such combined development of the
culture, is to be estimated as the benefits which a present
generation’ swork contributes to two, three, and four genera-
tions ahead. Since approximately a quarter-century is re-
quired, in technologically modern culture, to educate a new-
born child to young-adult maturity asaworking professional,
we must judge the long-term effects of the present genera-
tion’ sdecisionsover aperiod of not lessthanfifty yearsahead.
What do we intend the condition of China and neighboring
Asiato be fifty years from now? That should be the agenda
for policy deliberation of the Americas and Europe with
Chinatoday.

Tomotivate progress, we must providetheliving individ-
ual with a sense of the meaning of his or her individua life
and its outcome two or more generations ahead. An animal
lives for today; a human being lives for that for which he or
she should be remembered, and thanked, generations yet to
come. If peoples of nationswould think of themselves, their
nation, and other nations, inthat way, relationsamong peopl es
will have positivematives, the sensethat we need oneancther
to succeed, rather than merely negative desires to escape the
penalties of conflict.
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Eurasian Land-Bridge
As an Alternative

by Helga Zepp-LaRouche

This address was delivered to the “ Seventh Annual Confer-
ence on the Re-Emergence of China” on Aug. 17.

Sincel am, unfortunately, not ableto attend your very impor-
tant conference, | send you my observations—how the eco-
nomic and strategic situation looks from a European stand-
point—in awritten form.

In 1990, after the Berlin Wall had come down, and the
issueof the unification of Germany wasonthetable, | commu-
nicated the warning of Mr. LaRouche in many conferences
and various publications: Not to commit fundamental blun-
dersin economic policy. [I said that] if people would simply
superimpose the already bankrupt system of the free-market
economy, on the then-just collapsed, bankrupt communist
system in the former D.D.R. [East Germany]—and later the
former Comecon—everyone would soon be hit by an even
larger, global collapse.

Asanalternativepolicy, | presented Mr. LaRouche spro-
posa for the so-caled “Productive Triangle Paris-Berlin-
Vienna,” which essentially was a crash program to upgrade
the East with modern productivetechnol ogies, through devel -
opment corridors. The proposal, however, was not taken up,
due to the geopolitical motives of Margaret Thatcher, Fran-
cois Mitterrand, and George Bush, Sr., who put pressure on
Germany at the time to agree to the “shock therapy” of the
International Monetary Fund (IMF) for Eastern Europe, and
later for the states of the former Soviet Union.

System Now IsFull of Achilles Heels

Today, the prognosiswhich Mr. LaRouche madein 1990
has, unfortunately, cometrue. Theglobal financial system has
now entered the end-phase of its collapse. Thefailed system,
which is associated with globalization and with the present,
floating-exchange-rate form of the IMF, has essentialy
reached the same hopeless degree of bankruptcy, as the
D.D.R. [East German communist regime] did in October
1989. Thissystem hasdevel oped avery high density of Achil-
les’ heels, which each could trigger an uncontrollable melt-
down. Among these are the foreign debt of countries such as
Argentina, Brazil, Uruguay, and others.

The obvious danger of anew big war in the Middle East
comes from thisdynamic.

Some circles in the United States are obviously con-
vinced, that it is possible to deflect from the financial and
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economic crisis by starting anew war against Irag. Contrary
to such convictions, if such awar were to occur, it could be
the last straw: For example, if the oil price would go up to
double the present price or more. It would also set up the
whole region, from the Maghreb to Indonesia, for religious
war.

Onethingisclear: If the present trends of world politics,
the systemic crisis of the financial system, and the resulting
war dynamic will just continue, a worldwide catastrophe is
certain. It is therefore in the interest of the whole human
community, to dramatically change the agenda of world poli-
tics. What is urgently needed, isavision for the future of all
of mankind and atrue war avoidance policy.

Wesuggest that the Eurasian Land-Bridgeissuch avision
and policy. If preferably al, or alarge number of the partici-
pating countries would pronounce the Eurasian Land-Bridge
as their common strategic priority for the next 25 years, the
whole world dynamic would change. Not only would the
overcoming of the financial and economic crisis remove the
cause for the war dynamic; but a higher level of reason, and
the definition of ajoined interest, would create the basis for
overcoming all leading existing internal conflicts.

For Europe, and for Germany in particular, this program
is in their fundamental self-interest. Europe is presently
gripped by the dlide into a depression. and Germany has al-
ready, in fact, a higher number of unemployed than in 1933,
if one counts al categories of hidden unemployment. Ger-
many is, like Japan, acountry that hasalmost no raw materials
and has been depending on its ability to export up to 40%
of its production; and for this, Germany needs expanding
markets and customers with along-term growth in their buy-
ing power.

Land-BridgeToIntegrate Eurasia

Since the very conception of the European Land-Bridge
is explicitly not merely to build transport lines from A to B,
but tointegrate the entire Eurasian continent, infrastructurally
and economically, through the so-called development corri-
dors, we are really talking about a gigantic increase of the
productivity of the population in the presently undevel oped
regions.

The basic idea is, to build an integrated net of transport
lines, of high-speed trains, highways, waterways, computer-
ized stations, energy production and distribution, and com-
munication, as arteries in these corridors. The corridors are
supposed to be approximately 100 kilometers wide, and are
now equipped to be the optimal location for the construction
of new industries, new cities, and the devel opment of modern
agriculture. Contrary to the past practice of the colonialists,
thebuilding of thetransport lineisnot to beaway of extracting
wealth from the interior of a nation, but an instrument for
developing the interior of the nation.

When | have presented the program of the Eurasian Land-
Bridge as the way to overcome the world depression, the
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Topographical Map of Eurasia, With Some Main Development Corridors of the Future
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Recovery from the depression requires that the development corridors of the Eurasian Land-Bridge as a whole be built as* an integrated
vision” ; the method of generating credit for such great projects, isthat of Franklin Delano Roosevelt, Wilhelm Lautenbach, and

Germany’ s post-war Kreditanstalt fir Wiederaufbau.

question most often asked has been, “ But who should finance
al of this?” The answer issurprisingly simple: namely, over
the medium- to long-term, this program costs essentially
nothing; but one still gets something morethan that in return!

This, however, will only be possible, if we say good-bye
completely to the fantasies of the present, so-called “neo-
liberal” form of thefree-market system. Wemust free nations
of such fantasies as the beliefs that money earns money; that
it ismore profitable to specul ate than to produce; that society
can surviveasaso-called “ post-industrial service economy”;
that long-term investment can be sacrificed in favor of share-
holder value; and that all that countsisto take as much profit
out as quickly as possible.

We have to replace such shortsighted nonsense with the
solid principlesof physical economy. Thekey ideaof physical
economy isthe concept, that the only source of wealth isthe
creativity of the cognitive mind of the individual. It is this
cognitive ability which enables man again and again to dis-
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cover new fundamental principles of the physical universe.
When these scientific discoveries are transformed into tech-
nologies and applied in the production process, they lead to
anincreasein productivity.

TheFinancing Method of the KfW

Itisthereforeintheinterest of all statesto do the optimum
to further the creative potential of the population. That means
that in the Land-Bridge economy, we must think in terms of
approximately 25 years, because that isthe amount of timeit
takes to develop a newborn child into an educated, skilled
laborer, engineer, or scientist. It is, therefore, essential that
national creditinstitutionsgiveoutlong-term creditswithlow
interest rates of 1-2%, so that the maturation of these projects
can occur, and the buying power can develop, so that the
original credit eventually can be paid back.

Thisis, in principle, the method with which Germany’s
Kreditanstalt fur Wiederaufbau reconstructed Germany, after
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1945. This is the method which transformed a war-wrecked
Germany from a rubble field, into an economic miracle. It
was the method used by Franklin D. Roosevelt to lead the
United States out of the depression.

In 1931, in a situation like today’s world crisis, a very
important economi st and representative of the[ German] Eco-
nomicsMinistry, Dr. Wilhelm Lautenbach, presented amem-
orandum to a Friedrich List Society conference, in which
the chairman of the Central Bank and 30 top bankers and
industrialists participated. The memo contained a plan, how
onecan overcomean economiccrisisunder theconditionsof a
simultaneous currency crisisand depression. Dr. Lautenbach
argued, that under this combined situation, normal market
mechanismsdon’t function any more, sincethe buying power
of the population collapses. This is exactly what we see in
Japan, where, astoday’ s end-result shows, all the neo-liberal
government stimulus packages of thelast two decadesfailed.

Themain objective, Dr. Lautenbach argued, wasto elimi-
nate unemployment, which is a huge cost factor for the real
economy. For this purpose only, the government could issue
largecreditlinesfor investment. Theseinvestments, however,
have to be limited to categories where real capital assets are
created, and they have to be directed toward areas in which
one would also invest if the economy was doing well; and,
they also have to serve the common good.

The most obvious such categories are investment into
large infrastructure projects, Lautenbach argued, because
they benefit the development of the economy at large. When
the credit lines are given to the participating firms, the entre-
preneur has more financial leverage; he can employ more
workforce; the now-employed laborers and employees earn
money for their livelihood; they can spend morefor consumer
goods, etc. So the effect of these credit linesisboth direct and
indirect; the entire economy starts to flourish by beneficial
effects which are larger than the outlays for the initial lines
of credit.

Today, the Eurasian Land-Bridge should be the obvious
focus of such investments. Themost rational approach would
be, that preferably all states of Eurasia would agree on this
genera transport and infrastructure plan as a totality, rather
than individual states building partial rail lines, roads, water-
ways, and so forth. If thereis agreement on thetotality of the
plan, then in the different countries, construction can occur
simultaneously. Each country would operate through itsown
national bank or national “Kreditanstalt fur Wiederaufbau.”

All Mankind in One Boat

Many aspects of the Eurasian Land-Bridge are being
worked on, or are in different phases of realization—both
alongthe Trans-Siberian Railroad, aswell asalong the differ-
ent lines of the old Silk Road. Several political |eaders have
emphasized the importance of this program. The President
of South Korea, Kim Dae-jung, for example, appealed last
December in Strasbourg, at the European Parliament, that
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Europe should help in the completion of therail line between
North and South Korea and the Eurasian Land-Bridge.

What is dtill lacking, is a projection of the Eurasian
Land-Bridge as the great vision for the future of all of
mankind, as the program for the reconstruction of the world
economy after the collapse of the present system of global-
ization. For this purpose, one country or agroup of countries
could, for example, introduce this perspective into the Gen-
eral Assembly of the United Nations in September, as an
alternative to war, chaos, and poverty; as an aternative to
the present world, ... where one-third of the population
goes hungry every day.

Once there is agreement among the participating states,
the construction of the Eurasian Land-Bridgewill completely
change the dynamic of international relationsto the positive.
InAsia, aswell asin Europe, there exist today many historical
conflicts between states on a bilateral basis—in some cases,
becausethey fought warsinthepast, or they had other tensions
of various kinds. With the Land-Bridge, acompletely differ-
ent planeiscreated: acommon level of reason, whichismag-
nitudes more powerful.

Mankind hasreached ahistorical branching point. For the
first time, al mankind issitting in one boat. In the past, entire
cultures collapsed in one part of the world, while in others,
there were phases of high culture, and they would not even
know of each other, because it took many years to travel.
Today, the world is closely connected, through communica-
tion, through nuclear weapons, through diseases like AIDS,
through the globalized financial system. So, either we create
solutions, or we al plunge into that new dark age which a
continuation of the present neo-liberal system would now
bring about.

The Eurasian Land-Bridge will not only mean the largest
economic boom which ever occurred in history; it will also,
liketheold Silk Road, mean an exchange of ideasand culture.
The beautiful treasures of Chinese culture will be known in
the whole world; the high points of Indian, Persian, Arabic,
and European culture will be made known especially to the
children and youth of all countries. And, asin the past, when
different culturestouched each other withtheir best traditions,
all the great ideas and cultural pearls of the past will become
the possession of all.

Thank you.
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Reflections On a New
Basis for U.S.-China
Economic Relations

by Dr. Jonathan Tennenbaum

Dr. Tennenbaumis Scientific Adviser to the Schiller Institute
and EIR. His presentation to the Institute for Sno Strategic
Sudies conference was given Aug. 17.

It was hoped and expected by many from the Chinese side,
that the expansion of trade with the United States, together
with China's entry into the World Trade Organization
(WTO), would hel pimproveboth economicand political rela-
tions between thetwo countries. | wish to point out, however,
that the present, unhealthy structure of trade not only contin-
uesto beamajor source of friction between the United States
and China, but seriously endangerstheeconomic and political
security of both countries. We must realize, that the present
trade structure is neither mutually desirable, nor isit sustain-
ableunder conditions of growing, acuteinstability intheU.S.
and world financial system.

In actuality, we are faced with a choice between a disas-
trous, chaotic collapse of world trade asawhole, or carrying
out afundamental reform of trade relations, based on princi-
ples radically different from the liberal doctrines that have
dominated the process of “free-trade globalization” during
the recent period.

Conversely, restructuring trade relations between the
United States and China, based on a long-term perspective
for the real economic development of both nations, could
becomeapillar of global economic development and thereal-
ization of anew, just world economic order in the 21st Cen-
tury. Of course, thiswould requirearadical changein attitude
and thinking onthepart of the U.S. administration andleading
U.S.ingtitutions. Also, the Chinesesidewoul d havetoremedy
some serious shortcomings, in my view, in thinking about
China srelations to the world. But a situation is devel oping,
which leaves no acceptable alternative to such radical re-
thinking.

‘Unhealthy Structure’ of U.S.-China Trade
First, | want to briefly indicate what | mean by an “un-
healthy structure of trade” which “endangers the economic
and political security of both sides.” Then, | shall indicatein
what direction that trade structure should beadjusted, in order
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to provide the maximum long-term benefit to China, the
United States, and theworld asawhole. Much more could be
said about these matters, of course, and | hope my remarks
will help provoke amore profound reflection.

Inthelate 1990s, | often heard Chinese officials express-
ing satisfaction at the strong growth in China’ sforeign trade,
as if this would automatically mean an increased benefit to
China’ s economy. But the reality isnot at all so simple. For
example, if you are exporting at prices below the real social
costs of production, then more exports means bigger losses!

Tojudgetheimpact of China strade onthe Chinese econ-
omy, you have to examine what it really costs China, as a
nation, to export what it exports; you also have to look at the
composition of the imported goods, and their real value for
China’ s economic development, as opposed to their nominal
price-value. You also haveto look at the effects of the trade
structure on the overall character of China s social and eco-
nomic development. If you do that in a rigorous way, as |
shall indicate, you arrive at amuch lessfavorable conclusion,
than has generally been assumed.

Similarly, looking at theU.S. side of theequation, it might
at first glance appear to be a great benefit for the U.S. econ-
omy, to beabletoimport large quantities of goodsfrom China
and other nations, at prices far below the costs of producing
those same goods inside the United Statesitself. What, how-
ever, if thoseimportsare connected to aprocess of radical de-
industrialization of the United States itself, resulting in an
accelerated shrinkage of Americas pool of skilled
manpower—which are thereby lost not only to the United
States, but to theworld economy asawhole? What will it cost
the United Statesto rebuilditsonce-mighty, skilled industrial
labor force to the levels necessary for long-term survival of
the nation?

Infact, thereisno possibility of an economic recovery of
the United States from the present disastrous situation, with-
out amgjor revival of U.S. production and export of modern
industrial capital-goods—many of which the United States
today either no longer produces, or which are currently
banned from export to Chinaand other devel oping nations by
misguided government policy.

ChinalsLosing on Exports

Now, | want to look at China’ sexportsmore closely. Ask
yourself, first, how many dollars of foreign machinery, parts,
materials, intermediate goods, etc., China must import, in
order to produce $100 of goods for export? Often, the im-
ported content is 60-80% or even higher, as in the case of
many internationalized manufacturing operations, in which
labor-intensive steps have been located to Chinato exploit
low labor costs, while crucia “high-tech” components are
produced elsewhere. However, the situation is actually less
favorable than it appears, even in these terms.

The crux of the problem, in my view, liesin a wrong
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FIGURE 1
China's 1998 Offer of Projects for Foreign Participation
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In December 1998, Yu Shuning, Minister-Counsellor for Press Affairs from the Chinese Embassy in Washington, announced that, at a
meeting of the Sno-U.S. Commission, “ the Chinese delegation presented the U.S. side with threelists of major projectsto provide
opportunitiesfor the U.S. business community to compete on the Chinese market.” The value of the projects were estimated at $620 billion.
Unfortunately, the response from the United Stateswas rather negative. The map itemizes the proposed power projects (numbers 1-8),
environmental protection projects (9-17), chemical fertilizer projects (18-20), transport (21-28), and technol ogy transformation and
renovation projects (29-38).

way of thinking about such basic economic notionsas* cost,”

“productivity” and “profit.” A typical expression of that
wrong way of thinking isthe widespread belief, that the exis-
tence of super-abundant, so-called “cheap labor” provides a

EIR August 30, 2002

crucia “comparative advantage” to China s economy.

To get to the point as quickly as possible, |et me suggest,
that China—despite, or in a certain sense actualy because
of, the apparent cheapness of Chinese labor—is currently
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exporting at significantly below her ownreal costsof produc-
tion. Such a statement might appear absurd to many, at first
hearing. “After al,” they will point out, “aren’t Chinese ex-
port industries earning alot of money?1sn’t Chinaasawhole
enjoying a huge income from trade? Haven’t the export-ori-
ented coastal areasof Chinaenjoyed an unprecedented period
of prosperity and development over the last two decades?’

These statements are all true, but they don’t address the
essential problem.

To judge the real costs of production in China, we have
to look not only at the direct outlays of industria firms for
labor, machines, materials etc., but also at the costs of main-
taining the entire Chinese nation—its population, Chinese
society as awhole—in along-term perspective. That means
providing for an overall rate of real physical investment, suf-
ficient to guaranteethe stability and devel opment of theentire
country, including the interior areas. If that social cost is not
met, then Chinawill disintegrate.

Because of China's complex of accumulated problems,
its specia history, its natural conditions, its social structure
and so forth, avery high rate of investment is required—both
in absolute terms and per capita of the population—just to
keep the country movinginapositivedirection. Thisincludes
long-term, in-depth development of basic economic infra-
structure across the entire territory of the country; and enor-
mous investments—an order of magnitude higher than the
current levels-into the general education, health care, and
cultural development of the population.

From this standpoint, the impression of “cheap labor” is
an illusion, based on ignoring the real costs of maintaining
Chinese society, its population and househol ds, which arethe
source of that labor. Profits, gained purely by exploiting the
differential of wage levels between China and the United
States, for example, do not, by themselves, reflect areal addi-
tional generation of economic wealth. On the contrary, they
can conceal a process of looting China’'s own potential for
development, by not meeting the minimal costs which such
long-term devel opment entails.

‘Opening Up’ toaWest in Decay

Of course, thesepointsarenot unfamiliar to many Chinese
economists and officials, who have acknowledged the bitter
dilemmaof so-called" export-driven economic devel opment”
advocated by such institutions asthe World Bank, which has
brought disaster to nearly the entire developing sector. The
author has often heard: “Yes, we see these problems. But
opening up was necessary. China has no alternative but to
integrate into the present world economic system, and make
the best of that. So far, we have done better than everybody
else.” What, however, if the present world economic system
iscollapsing?

The great hope in China has been, of course, that the
opening-up policy, and intensification of economic relations
with advanced industrial nations, would give China full ac-
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cess to the fruits of modern science and technology, thereby
making possible a rapid increase in the productivity of the
Chinese economy that might compensate for the expl oitation
of “cheap labor.” Infact, Chinahasbeen ableto absorb agreat
deal of technology and to reach aworld level in avariety of
specific areas. But the overal result falls far short of what
potentially could have been achieved, and aso far short of
what China, minimally, requires for its long-term stability
and development today.

There are a number of reasons for this. On the one hand,
over the last 30 years, just as China was “opening up,” the
industrial nations, including the United States, embarked on
aninsane policy of systematically dismantling their in-depth
potentials for scientific and technological progress, embrac-
ing the parasitical ideology of the “consumer society” and
plunging into accelerating cultural and moral decay. Thus,
what China has been able to access, through its interaction
with the Western nations, is, at best, the precious left-overs
of a formerly much more powerful scientific and industrial
culture, along with large amounts of garbage. Chinahas aso
been bitterly disappointed by therefusal of the United States,
in particular, to share some of the most valuable technologies
and know-how still existing, which could make a significant
differencefor China s development.

| should mention another aspect of the present, unhealthy
trade and investment structure. Many of the joint-venturein-
vestments, through which Chinahoped to gain accessto mod-
ern production technology, have taken the form of virtual
“turn-key” import of entire mass-production lines, involving
sophisticated equi pment requiring long-term outside support.
Quite apart from its proprietary nature, this kind of highly
speciaized equipment is poorly suited asavehicle for trans-
ferring essential principles of technological design. Far from
promoting the establishment of an all-round, “full-set” do-
mestic industrial-technological capability, thissort of invest-
ment often actually increases China's technological depen-
dence on the outside.

Free-Trade Backlash in Both Countries

Let me now briefly turn to the other side of the equation,
namely the United States, which is now plunging into the
gravest financial and economic crisissincethe Great Depres-
sion, and potentially far worse. That crisisisitself inseparable
from the pathological trade structure which developed over
thelast two decades, hand-in-hand with the transformation of
the United States from the world’s most powerful industrial
nation, into a parasitical, “hollowed-out” consumer society,
dependent on amassive net influx of goods from the outside.

If Chinaand other nations appeared to benefit, in the short
term, from the U.S. role as an “importer of last resort,” that
benefit has had avery high price for all sidesinvolved. This
includes the high political price that China pays inside the
United States, for tolerating a global “free-trade” policy
which, in effect, has played off Chinese workers against
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American workers. This helped cause major elements of the
U.S. labor movement, which might otherwise strongly sup-
port improved relations with China, to align instead with the
anti-Chinalobby.

Inreturn, the conditionsimposed by the United Statesfor
China s membership in the WTO, threaten to cause massive
disruptions of Chinese society, that could one day lead to a
powerful political backlash in China against the United
States, as well as the leadership’s reform policy. The naive
expectation, that trade liberalization would strengthen peace
and political stability, could turn into the opposite in reality:
“freetrade” asamajor factor leading to war.

Should anybody be surprised? The process of “globaliza-
tion” and radical liberalization of world trade and financial
flowsrepresents, defacto, arevival of the*free-trade” policies
of the British Empire. And what was the British Empire, but
a continuous nightmare of genocide, looting, and war? As
two nations which have had a certain experience in fighting
against theevil of the British Empire, itistimefor the United
States and Chinato re-evaluate their economic and political
relations on the basis of that experience. That includesaradi-
cal break from the concept of “freetrade,” “ cheap labor,” and
everything that goes along with that.

Quite apart from the use of “free trade’—both by the
British Empire and again today—as a tool of conquest and
destruction of sovereign nation-states, itiscompl etely impos-
sibleto establish and maintain mutually beneficial traderela-
tions on the basis of a“free trade” or “free-market system.”
Long-term economic development—whether of asingle na-
tion, or between nations—requires human thinking and plan-
ning. It requires|ong-term policy-directions and agreements
that take into account the probable requirements of two or
more generationsinto the future.

Inthe case of the United Statesand China, certain general
directions are clear. The United States must abandon the in-
sane policies of the last 30 years, including the U.S. rolein
imposing disastrous policies of financia globalization, dere-
gulation and free trade, upon nations throughout the world.
The United States must return to the classical American Sys-
tem of Hamilton, Carey and Friedrich List, and revive its
former role as a leading developer and exporter of modern
industrial capital-goods and a “volcano” of scientific and
technological progress.

Rebuilding U.S. scientific, technological and industrial
capability isimpossible, without, on theonehand, protection-
ist and related government measures to foster domestic pro-
duction and investment; and on the other hand, a large,
sustained increase in high-technology exports to developing
countries, including China

China also cannot develop without protectionist mea-
sures, coupledwith an expanded rate of import and absorption
of modern technologies, which China's development re-
quires. These include things like advanced nuclear energy
technologies, modern high-speed (maglev) transport, novel
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laser and plasma technologies, biophysical technologies and
soforth.

Strategic and Financial Requirements

Rather than depending exclusively upon exports to fi-
nanceimportsof modern technol ogy, nations should agreeon
establishing new mechanisms for the creation and issuance
of long-term, low-interest credit for devel opment projectsand
technology transfer on alarge scale, along the lines Lyndon
LaRouche has proposed for many years.

Of course, the necessary context for such a policy goes
far beyond bilateral relations between the United States and
China. Ontheoneside, Chinahasavital interestinthe” Strate-
gic Triangle” partnership between China, India, and Russia;
inthekinds of cooperationin Central Asiaexemplified by the
aims of the Shanghai Cooperation Organization; and in the
launching, in partnership with Europe and Asian nations, of
a new era of large-scale infrastructural development of the
entire Eurasian landmass (the Eurasian Land-Bridge).

Ontheother hand, there can be no world economic recov-
ery without a “New Bretton Woods’ reorganization of the
global financial and monetary system, as proposed by
LaRouche. The recent period of the unrestrained, savage
“free-trade” globalization must be ended, and replaced by a
combination of protectionist measuresfor national economic
development, coupled with long-term, mutually beneficial
trade agreements between nations. Under such conditions,
stability will return to the globa economy, and the useful
volume of world trade will be greatly increased.

A coupleof yearsago, the Chinese government presented
along list of major state-financed infrastructure projects in
China, inviting the United States and U.S. companiesto par-
ticipate. At that time, theresponse from the United Stateswas
rather negative. Ironically, however, it wasthe U.S.A., under
such Presidents as Abraham Lincoln and Franklin Roosevelt,
that provided the world with the best model for devel opment
based on great infrastructure projects—from the transconti-
nental railway to the Tennessee Valey Authority (TVA),
forerunner to China s great Three Georges Project of today.

WeretheUnited Statesto return soonto thebest traditions
of Lincoln and Roosevelt—as it would under a President
LaRouche—a bright future for both nations would certainly
be assured.

Thank you.
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Venezuela Marches Down
The Road to Civil War

by David Ramonet

Mob followers of Venezuelan President Hugo'@ea, orga- Chavez on Trial?

nized and deployed like paramilitary troops, attempted to as- Ironically, Venezuela’s President is now faced with hav-

sault the Venezuelan Supreme Court on Aug. 14. A majority ing his own “Bolivarian Constitution” turned against him.

of the court’'s magistrates had ruled in favor of four high- Charez has all along chosen to interpret the new national

level officers of the Armed Forces facing possible charges of ~ charter as he pleases, to justify the establishment of a fasc

military rebellion, in connection with the events of April 11- Jacobin regime, modeled explicitly on the criteria of Hitler's

13,2002. The mob assault was frustrated, thanks to the efforts ~ favorite jurist, Carl Schiitiz@kaer imagined the cur-

of National Guardsmen deployedto protect the Justice Palacegnt situation back in December 1999, when the text of the

in contravention of express orders from the' @Gdmgovern- new Constitution, written by a Constituent Assembly hand-

ment to allow the assault to proceed. When members of thpicked by the President himself, was approved in plebiscite.

mob fired at the troops, they were dispersed with tear gas and On Aug. 14, the Supreme Court approved, by avote of 1

rubber bullets. 8, apaper by Magistrate Franklin Arriechi, which proposed to
Chavez’'s televised appeal to “the people” to gather atthe  dismiss the accusation of “military rebellion” against four

Justice Palace, which had been made several days earlier, wadlitary officers, simply because the new Constitution does

thusinvain. Infact, when the “Chavista” mob began to shoot, not recognize such acrime. Further, Article 350 of the Consti

the National Guardsmen rebelled againstthe generalin chargetion consecrates the right of rebellion against any regime

of the operation, refusing to “fall back,” as they had been  that puts itself above the Constitution and violates humar

ordered from the Presidential palace itself. rights.

Still later, when President Chaz called on the military Now thatthe court has ruled that the officers who declared
commanders to declare their opposition to the Supreme Couthemselves against the Gl regime on April 11, did so in
ruling, they refused. adherence to the Constitution, it remains to be determined

For the great majority of Venezuelans, Hugo @G&s  who hears responsibility for the massacre of defenseless dem-
mandate has lost all legitimacy, and his stubborn insistence  onstrators agdivest @iz took place that day.
on remaining in the Presidency despite the repeated mass The Supreme Court reconvenes in September, and one of
demonstrations demanding his resignation, has led the coun- its first agenda items is a case dgainsti@helf, fol-
try tothe brink of civilwar. The Supreme Court ruling exoner- lowed by one against then-Defense Minister and current Vice
ating the military officers was not only a political defeat for President Ysente Rangel, as well as Attorney General
Chavez, but also opened the door to an investigation andsdias Chaez. Other accusations are also pending against
possible indictment of Chez himself, which would makea  Chee, following a Supreme Court decision that any citizen
collision of forces virtually inevitable. who considers him or herself to have been the victim of any

Under these circumstances, contrary to the claims of the abuse, can file a lawsuit. Above these pending accusations
international self-styled “Project Democracy” apparatus, thehe charge of embezzlement, since @Gmhas already admit-
National Armed Forcesis, infact, the only national institution ~ ted that $2.3 billion in oil revenues that should have been
capable of preventing civil war. deposited in a special savings fund known as the Investment
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Fund for Economic Stabilization, were
used instead for operating expenses.
Also pending against Chévez is the
charge that he illegally received $1.5
million from Banco Bilbao Vizcaya
Argentaria (BBVA), for his 1998 elec-
toral campaign, and the campaign for
the 1999 Constituent Assembly.

Any of these cases could land Chéa-
vez in jail, and after orchestrating the
failed self-coup of Aug. 14, heis seri-
ously considering several possible op-
tions for dismantling the current Su-
preme Court. However, Chavez only
has a relative majority of 86 National
Assembly deputies, against 74 of theop-
position, whilethelaw statesthat atwo-
thirds mgjority is required to oust a Su-
preme Court magistrate. Thus, he has
ordered the convoking of anew Constit-
uent Assembly, under the illusion that
he canrepeat history, and again dissolve
the constituent branchesof government,
ashedidin 1999.

Chavez and his “Tdiban,” (or
“Black Bloc,” as they call themselves)
are not excluding violence, and are preparing for confronta-
tion. One such confrontation is in the works for September.
Thedirectorsof the state oil company PDV SA areonce again
going head-to-head with PDV SA President Ali Rodriguez—
a prominent figure in the narco-terrorist Sdo Paulo Forum—
and arepreparing for another labor strike, which theVenezue-
lan Labor Federation and the business | eadership represented
by Fedecamaraswill join.

The reason for the conflict is the unfavorable conditions
of the oil agreement with Cuba, whose supply was suspended
by the PDV SA directors because CubaowesVenezuela$142
million. Not long ago, Chavez personally ordered that the
supply of oil to Cuba be resumed, against the wishes of the
company itself. Infact, one of the cases pending against Cha-
vez before the Supreme Court, concernsthis contract.

The government of the United Statesisready to put inits
two cents. The U.S. Embassy has opened up an office explic-
itly to“mediate” between the opposition and the government,
clearly for the purpose of preventing the participation of the
defense forcesin any transition process.

A Government in Bankruptcy

Despite thefact that the Chavez regime has enjoyed three
and a half years of nearly uninterrupted high oil prices (with
the exception of afew months), the government ispractically
bankrupt today. The economic depression has raised official
unemployment to a whopping 16% of the 10 million person
workforce, and driven 52% of those till employed into the
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Venezuelan President Hugo Ghez has lost legitimacy in the eyes of most Venezuelans,
and his flagrant regard for the “Bolivarian Constitution” that he himself introduced in
1999, has now brought the country to the brink of civil war. Here, a demonstration in
April against the President.

“informal economy.” An administration, known for squan-
dering money, has created a budget deficit this year of 8% of
GNP. Thisisaconsiderableincrease, even with abudget this
year of only 25.5 hillion bolivars, as compared to last year's
28 billion.

To resolve this problem, the Chavistamajority in the Na-
tional Assembly approved a tax package that increases the
value-added tax (VAT) from the current 14.5%, to 16% as of
September. A bank transaction tax will increase from 0.75%
to 1%. In preparation for putting this plan into action, the
government deval ued thenational currency, whichwent from
700 bolivars to the dollar three months ago, to 1,400 boli-
varstoday.

The government is not paying its local vendors, and is
thusdriving them into bankruptcy. Theonly thing that has, in
fact, been religiously honored, has been service on the $27
billion foreign debt. However, like every other country in the
region, the specter of default also hovers over Venezuela
Although the debt is guaranteed by oil profits, oil revenueis
practically the only assured income upon which the public
budget can be sustained. Thus, Finance Minister Tobias No-
brega proposes to carry out a swap of $1.6 hillion in debt
bonds for longer-term notes, in exchange for raising their
interest rate from 14%, which they are now paying, to 17%.
Further, with the backing of thenternational Monetary Fund,
the Chavez government hopes to collect another $2 billion
with new bonds placed on the international markets. That is,
if they find abuyer.
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National Argentine
Radio Hosts LaRouche

Radio Splendid, whichinterviewed Lyndon LaRouchelivefor
half an hour on Aug. 9, is one of the top five national radio
stations in Argentina. The broadcast set off reverberations
and generated a large number of call-insto theradio station;
in the interview, LaRouche explained that the International
Monetary Fund package is a bailout of the banks, not Brazl.
The interview, by host Mr. De Renzis, was re-broadcast on
Aug. 12, with EIR’s Buenos Aires correspondent Gerardo
Teran and Gen. Harold Bedoya from Colombia, to discuss
the crisis in that country and the just-inaugurated Alvaro
Uribe government.

Radio Splendid: How does the situation in Argentina look
from the outside world?

LaRouche: Argentinaisfaced with being destroyed, but not
only Argentina. Brazil isinasimilar situation. Theentirearea
of theAmericasbelowtheU.S. border, issimilarly threatened.
Every part. It's the same train, but the cars are arriving at
different times; and the United Statesisalso on theroad to de-
struction.

Radio Splendid: If that is the case, what’s the danger the
world faces, in light of the possibility that Bush might order
an attack against Iraq?

LaRouche: Well, thisisnow being contested. There’ smuch
more resistance to this now than there was, say, two weeks
ago, and there is pressure inside the Bush Administration to
reconsider, asthereisfrom Europe.

Radio Splendid: If theworld wereto continue on thistrack,
what isthe likelihood of the world exploding economically?
LaRouche: More than that, it would explode if it were to
continue on this track. Let me define what the solution is,
because that makes the crisis more clear.

To understand the present world situation, you have to
look back to the middle decades of the 14th Century in Eu-
rope, when the Lombard banking system collapsed. At that
time, the Lombard bankerswereableto enforcethecollection
of debts. Asaresult, they had adark agein which the popul a-
tion of Europe collapsed by at least one-third. If the IMF
conditionsare not overturned now, asimilar fateto that of the
“littledark age” of the 14th Century will hit most of theworld
asawhole.

Therefore, the key today is to not make the mistake of
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14th Century Europe. It is the debts which must suffer, not
the nations.

Radio Splendid: Y ou often makereferencesto the question
of afinancial bubble. What precisely isthat?

LaRouche: Well, what you have is—take three curves,
which I’ ve described many times. Since 1966, looking at the
United States and the United Kingdom—thefiguresfor other
countries are similar, but alittle different—we've had anin-
creaseinfinancial aggregates, at the sametimethat the physi-
cal aggregates of production are collapsing. This process has
been funded by the growth of monetary aggregates. So there-
fore, most of the financial values upon which the debts are
based, arefictitious. They have no physical basisin redlity.

Asaresult, the entire IMF system is a gigantic financial
bubble, like the John Law bubble in France in the early 18th
Century, and like the debt bubble that was built up by the
Lombard bankersin the 14th Century.

Recently, the rate at which monetary aggregate has to
be put in—as you see in the recent Brazil bailout—actually
exceeds the amount of financial aggregates they’re saving.
Whichiswhat happened in Germany at acertain point, which
led to the great hyperinflation of Germany in 1923.

| think that you'll find that, among inside circles in the
United States, London, and Europe today, they presently
agree generally that the present IMF system is hopeless. It
cannot be saved.

Radio Splendid: What'stheresponsibility or theroleinthis
of the Federal Reservein the United States?

LaRouche: TheFederal Reserveisimplicitly bankrupt. Y ou
have, for example, two U.S. banks which have traditionally
dominated South America. In former times, this was the
Rockefeller bank, Chase Manhattan, and Citibank. And you
had athird factor behind the scenes, J.P. Morgan. So, today,
you have the consolidated CitiGroup, controlled by Sandy
Weill, who is not exactly the most honest man I've ever
known. And you have J.P. Morgan Chase. They are about to
go under. That’ swhat the bailout for Brazil was actually for.
That was not donefor Brazil or for Uruguay, but to rescuethe
U.S. banking system.

But the bailout won't work. So therefore, the Federal Re-
serve systemisbankrupt. So, if the United States government
is sane—and | have some indications that sanity might take
over theU.S. government—thenit will act asFranklin Roose-
velt acted. It will put the world banking system into a bank-
ruptcy reorganization, through agreements among govern-
ments. We will probably freeze most of the debt, while
ensuring aflow of credit to keep employment and production
and pensions going. And also launch an economic recovery.
Andthesearetheonly rational solutionsavailabletotheworld
at thistime.

Radio Splendid: Mr. LaRouche, what do you know about
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the possihility that they will try to collect Argentina sforeign
debt through national territory?

LaRouche: If they dothat, Argentinawill disintegrate. If it's
doneto Argentina, it will set off achain reactioninwhichthe
entirety of South Americawill go into the samecrisis. There
isno part of Ibero-Americawhich could survive under those
conditions. That is absolutely morally forbidden. It would be
the beginning of adark agefor all humanity.

Radio Splendid: What's the view of the Democratic Party
with regard to the crisisin this region, and what differences
are there with the Republican Party?

LaRouche: The Democratic Party has some of the worst
fascistsintheworld init, typified by Michael Steinhardt, one
of the financial backers of Senator Joe Lieberman, who is
one of the worst. You have some of the same types in the
Republican Party. Sowhat I’ m trying to do, ismake arevolu-
tioninthe Democratic Party, whileal so cooperatingwith sane
peoplein the Republican Party.

I’m trying to pull together a combination among people,
which can walk into the White House and get a change of
policy, becausethat’ swhat isabsolutely necessary. Anything
elsewill be a catastrophe.

Radio Splendid: What is the relationship, asyou seeit, be-
tween London and New Y ork, and concretely, isthat theloca-
tion of the hidden powersthat govern the world?
LaRouche: Not exactly—it is and it isn’'t. You have an
international English-speaking oligarchy, which is based in
the United States, Canada, the United Kingdom, Australia,
and New Zealand. They're pretty nasty, but on the present
issues, they’ re divided. The British are against what is being
proposed for an Iraq war, even though Blair says he's for
it. Continental Europe and Russia are against this. There's
a big opposition to this within the United States. So, in the
present crisis, you have a picture where the United States
authority, while still powerful, is disintegrating interna-
tionally.

We've entered a period of extreme turbulence, where
many of the agreements and alliances are breaking up. And
we' rein aperiod wherenew kindsof alliances, of cooperation
arelikely. Not certain, but likely.

Radio Splendid: After thedollarization of certain countries
in South America, such as Ecuador, did their situations im-
prove or worsen?

LaRouche: It'sworsened. For example, inBrazil, thedollar-
ization of their debt is the leading cause of catastrophe in
that country.

Radio Splendid: A related questionis, doyou seeany forces
inthe State Department, CIA, or elsewhere, that arefinancing
any form of military uprising against democracy?

LaRouche: There's a general tendency, especially among
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the so-called Utopian crowd in the United States. To make it
simple: Anybody in the United States or elsewhere who is
presently allied with Ariel Sharonin Israel, would be part of
such an operation. Those are the guys who would do it.

Radio Splendid: So then, there is a real, concrete danger
that there are forces who could finance such athing?
LaRouche: They wouldn't have to finance it. They'd just
doit!

Radio Splendid: Thank you for this interview, but one last
guestion. What are your views regarding Hugo Chavez in
Venezuela, Fidel Castro in Cuba, and also Colombia?
LaRouche: Actually, Fidel Castro is much more durable
than the others are, for some strange reasons. Castroislike a
chameleon; he's changed his colors many times. He's also
beenin desperate situations, but managed to changehiscolors
at theright time.

Chavez and Venezuelaareindeeptrouble. Therearesome
good qualitiesof peoplegathered around Uribe, the new Pres-
ident of Colombia, but | wouldn’t assumethat al of them are
good, however. But Colombiahasagreater survival potential
right now than Venezuela does, although | would hope it
would improvein Venezuela. Obviously, the problemin Co-
lombiaisthe drug problem. Y ou have to get this drug factor
out of the situation, or under control, or you cannot have a
country in Colombia.

Radio Splendid: Very good. Thank you very much, Mr.
LaRouche. Finally, what is your advice, or perhaps sugges-
tions, asto what Argentinashould do to get out of thiscurrent
situation, which has driven more than half of its population
into poverty?

LaRouche: Well, therearethingsthat can be done. Butto do
them, Argentinaneedsalliesfromabroad. I’ vebeenlooking at
the Mercosur factor, for example. Unfortunately, when the
President of Peru, then [Alberto] Fujimori, made his speech
at the conference [of South American heads of state], they
couped him immediately afterwards.

But the present situation in Argentina, Uruguay, Para-
guay, and Brazil, in particular, isreally aproblem for Europe,
too. This can blow up the Spanish economy, which could set
off a chain reaction through all of Western Europe. So, if
governments are sane, they have to ally with Argentina, to
give a solution for reconstruction of Argentina, and to put
some of this debt under reorganization.

Y ou haveto think about the security of the population and
institutions of Argentina. If that population is not kept aive,
and if the institutions are not saved, you will have asituation
very much likewhat happened with the L ombard banks' fore-
closure on England at the beginning of the dark age of the
14th Century. | think Argentinajust has to reach out, to find
co-thinkersin other countriesto build acoalition that can put
enough pressure on to get asolution.
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Shall Lyndon LaRouche Be the Arabs’
Favorite Presidential Candidate?

by Sohair Soukkary

Sncemid-July of thisyear, thisreview of Lyndon LaRouche's
Presidential electability and policies, by a Washington-based
Egyptian journalist, has appeared in edited versions in at
least half a dozen major newspapersin Egypt, Saudi Arabia,
Kuwait, and online throughout the Mideast. This version is
taken fromthe July 15issue of Al-Quds, publishedin London,
and is dlightly excerpted.

In the last few years, Lyndon LaRouche’ s star has started to
shine again onthe American and international political scene:
he has started to receive much more frequent and intense
attention than ever in American and international radio and
television networksand on the Internet, mostly becausevirtu-
ally all of hiseconomic and political predictions have turned
out to betrue. This, after hismany years of absence from the
scene, when he served time in jail on account of charges
fabricated against him by Kissinger and hiscabal, incollusion
with some highly placed officials of the Department of Jus-
tice, to silence his voice from being heard by American and
world public opinion. . . .

One of the more notable of Mr. LaRouche’ straitsis that
heisthefirst American politician in our timeswho holdsthat
American interests can be ensured only within the context of
recognizing and equally ensuring theinterests of humanity at
large. He does not believe in war of any kind as a means of
serving thoseinterests. In hisview, recourseto war should be
had only asalast resort and for thesole purposeof establishing
peace. On the other hand, heis of the opinion that the United
States is currently on the verge of a far more horrendous
economic collapse than that of the *30s of the last century,
and will take the world along with it to that baleful end. This
is al on account of the foolish economic policies adopted
since 1971, which have undermined the solid foundations on
which the world economy had rested after the Second World
War, thanksto the enlightened economic policies formulated
by Roosevelt and embraced by his successors.

The advocates of thesefoolish economic policiescanfind
no way out of the catastrophe to which they will inevitably
lead, save by taking even more foolish measures: (a) to un-
leash the clash of civilizations operation; (b) to instigate a
bogus, endlesswar under the spurious slogan of awar against
terrorism; (c) to seek, under another spurious slogan, namely
that of “globalization,” toimpose the hegemony of the United
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States over the world through the establishment of a Roman-
style empire, protected by legions similar to the Waffen SS
forces which the Nazis formed to protect the system they
envisioned for the post-war world.

His Defense of Human and Economic Rights

Faced with this at once dismal and frightening situation,
LaRouche, alone among American politicians of any weight,
has a detailed program, based on firm scientific, economic
and humanitarian grounds, to overcomethiscrisisand prevent
the expected catastrophe. Among the features that stand out
in his program are: (@) the promotion of cooperation, rather
than conflict, among civilizations; (b) ensuring the devel op-
ment and well-being of all the peoples of the world through
such far-reaching projects as the establishment of land-brid-
gesor transportation corridorsconsi sting of long-distancerail
lines or high-speed magnetic levitation systems linking Eu-
rope, Asiaand Africaaswell as America, together with paral -
lel water supply systems that would bring development and
prosperity tothevast arid spacesalong theway, to say nothing
of power stationsto supply energy for such areas.

Another trait of Mr. LaRouche’ sthat is of particular con-
cerntousasArabsand Muslimsistobefoundinthefollowing
facts: it is needless to say that no American politician dares
utter a single word of criticism of Zionism or Isragl, . . . for
fear of bringing on his’her head the wrath of the Zionists, who
need send out only one signa to label the culprit as anti-
Semite and wreck his/her political career for good. On the
contrary, American politicians. . . consider al those who re-
sist Israeli occupation asterrorists, especialy sincetheevents
of 11 September 2001. Not so LaRouche. Throughout his
political career, hehasbeen knownfor hisoppositionto Zion-
ismand hisexplicit criticism of the criminal policiesof Isradl,
especially under the leadership of Sharon, as well asfor his
support of Palestinian rights, his refusal to accuse them of
terrorism and his attacks on the so-called Christian Zionists.
With their wonted ferocious slander-mongering, the Zionists
havetried hard tolabel him with anti-Semitism, but they have
failed miserably because he has never in his life uttered a
singleword against Jews or Judaism or, for that matter, been
less than zealous in opposing al Nazi-like, fascist or racist
ideas and defending the rights of all minorities.

In order to have a better understanding of this declared
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Presidential candidate and of hispolitical program, aswell as
of hisvision of American domestic and foreign policies, . . .
| began my research by first accessing his weekly bulletins
on his website in the Internet (www.larouchein2004), and
reading through his monthly magazine, Executive Intelli-
gence Review (EIR). | also attended one of his Presidential
election campaign meetings in Washington, D.C. Finaly, |
conducted an interview with him that lasted for some 45 mi-
nutes.

| append below, without comment, some of Mr.
LaRouche' s personal views on anumber of issues:

TheMilitary Coup D’ Etat:

Mr. LaRouchehol dsthat what the af orementioned faction
did on 11 September 2001 was an attempted military coup
d' état against George Bush, intended to establish the United
States as amilitary empire ruling the world through interna
tional “protective” forces set up around [Samuel] Hunting-
ton’ sideas. Asamatter of fact, inthe morning of 11 Septem-
ber 2001, LaRouche was on the air being interviewed live on
aradio talk show, when hewasinterrupted by the news of the
attacks on the World Trade Center. Hisimmediate reaction,
as recorded, was. “1 hope some idiot does not try to blame
thison OsamaBin Laden!”

LaRoucheisconvinced that what happened on September
11th could only have been done by high-ranking elements
insidethemilitary security apparatus, and thepolicy for which
these peopl e acted was the policy advocated by those whom
he calls the “utopian” faction in United States strategic and
military thinking, who came to power with the retirement of
former President Eisenhower. He believes that imputing the
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Lyndon LaRouche speaks on
“The Mideast As a Strategic
Crossroad,” at the Zayed
Centre of the Arab Leaguein
Abu Dhabi on June 1. The
address, and the wide Mideast
circulation of this and other
articleson his Presidential
campaign, are one indication
of hiselectability inan
economic and strategic crisis.

blame for the attacks to Arabs and Muslims means that that
policy isbeing currently based on the “clash of civilizations’
strategy advocated by Huntington, [Zbigniew] Brzezinski,
Bernard Lewis and Richard Perle, and supported inside the
Pentagon by [Paul] Wolfowitz.

LaRouche recalls that in his farewell address at the end
of hisPresidency, Eisenhower warned against the “ Military-
Industrial Complex” and urged vigilance, lest it be allowed
to have undue influence on the life and fate of the American
people and deprive them of their freedom. The way the
Military-Industrial Complex has been behaving since the
Gulf War of 1991, and the way it has been conducting the
so-called war against terrorism since September 11th, is
exactly what Eisenhower feared: namely, an endless series
of wars. . ..

The Question of Palestineand | srael

Mr. LaRouche has always stated that he considers the
causeat issueinthe Middle East, ajust cause, and that, there-
fore, he finds himself obliged to respond to it asajust cause.
He likensthe situation in that area to a hand-grenade thrown
at civilization, that will inevitably destroy itself intheprocess.
He points out that though Israel is the third biggest nuclear
power in the world, it is destroying itself; and while Rabin
and a few others in Isragl have recognized its plight, there
are those other groups of crazy fanatics who suffer from a
“Masada complex” and who are stupidly willing to die and
kill others to realize their aims. But they can never win the
kind of warfare they are trying to wage in that area, nor will
they ever be able to have the empire they are dreaming of.
According to LaRouche, they are being exploited, since in
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fact they are intended to be used and then discarded once
they win.

Mr. LaRouche has recently issued a statement in which
he cautioned President Bush against repeating the mistakes
of ex-President Clinton. He points out that President Bush
has but one problem which he must face persondly, if heis
going to escape successfully from the trap set for him by
both the Lieberman-Brzezinski-Wolfowitz-Kissinger cabal
and the majority who support them among his current advis-
ers. Bush, he urges, should forget the election campaign, and
think and act like the kind of President the Constitution im-
plies. He should remember President Eisenhower and the de-
cisiveway he acted during the Suez crisisinthemiddle of his
re-election campaign. Clinton, the statement recalls, failed on
several counts on which he acted more like a sponsor and
lawyer for Ehud Barak’s career than as the President of the
United States. . . .

Clinton’s biggest mistake, however, was the one which
led to Sharon assuming power and conducting the Nazi
Warsaw Ghetto-like operations against the Palestinian peo-
ple: for when Chairman Arafat was ready to sign his agree-
ment to whatever had been agreed upon during the Camp
Davidtalksand put of f theissueof Jerusalem, Clinton brought
up theissue of thereligious sites, such asthe Temple Mount;
and when Arafat demurred, Clinton surprised the world by
publicly blaming Arafat rather than Barak for thefailure of the
Camp David talks. He thus created the circumstances under
which Sharon hasunl eashed the present campaign of religious
warfare and given freerein to the ethnic cleansing policies of
his Likud party. The statement emphasizes that no President
of the United States should ever permit any political or per-
sonal pressures to cause him to forget the unique meaning of
thewords* President of the United Statesof America’ among
the governments of the world. The statement has therefore
called upon President Bush to take a Presidential rather than
apartisan or political or career decision. . . .

Economicsand the Clash of Civilizations

LaRouche points to the fact that Europe, Asia and their
adjoining islands are moving at very high speed towards a
step-by-step economic cooperation, with aview to initiating
aprocessof economic recovery that would savethetwo conti-
nents from the financial collapse threatening them. This
would necessarily mean that thetwo continentswoul d uniteto
form onemighty economicforce. Thereare, however, certain
people like Kissinger, Perle, Brzezinski and Wolfowitz who
think differently. ... Thus, the only solution to which they
would subscribe is to prevent such cooperation, break it up
where it exists and put an end to the recovery. How? By
waging wars!

He notes that the war into which we are being plunged is
aThird World War which may last for ahundred years. Isra
el’srolein it isto wage areligious war in the Middle East.
But Israel cannot conduct such awar alone. While it hasthe
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military power, it cannot hold the territory it occupies. So it
would resort to using weapons of mass destruction, and that
would besufficient tokindletheflamesof aThird World War.
LaRouchetherefore urges usto resist those crazy peoplewho
are leading the world to annihilation. He holds that the only
viable option isto cooperate with all the peoples of theworld
with aview to establishing permanent peace on the basisof a
new economic system aswasthe casefrom 1945t0 1965; i.e.,
the period which witnessed the successful implementation of
the process of world economic reform which had been initi-
ated by Roosevelt.

Oddsin Favor of Electing LaRouche

LaRoucheisconfident that the odds are highly in favor of
hisbeing elected Presi dent becausethe situationtoday isvery
much like that which prevailed in the period of the Great
Depression of 1929-1933. Hepointsout that what ledto elimi-
nating the possibility of re-electing then-President Hoover,
wasthat he did what Bush and most politiciansin the United
States are doing right now, namely: He said there was recov-
ery in progress, when none was in progress, thus virtually
assuring Roosevelt’s election. We are now in an analogous
situation. Theexpected crashisgoing to discredit the existing
institutions of government, banking and the like. The people
are going to demand a solution for their problems. And
LaRouche is holding on to the proposition that it is possible
to bring about the kind of re-organization of the international
financial-monetary system under which we all can live and
grow.

LaRouche says he is not afraid in the sense that other
people are. Therefore, he believes what he should do is to
function as the coordinating point of reference, namely, to
bring people together, and create a cloak under which they
can organize. He draws attention to the many minorities in
theUnited Statesand, asfar asthelslamic minoritiesin partic-
ular are concerned, he sayswe all know what the situation is
among them: They aresimply terrified. They would therefore
be provided with a cloak of courage and helped to find their
place among allies who think as they do with regard to this
situation; they would thus be able to have their say in public
affairsas United States citizens.

LaRouchefirmly believesthat by telling the truth bluntly
without equivocation, he will win the support of the majority
of the American people, including, in particular, the minorit-
ies. Hebelievesequally firmly that if these minoritieswereto
unite and close ranks, they could easily tip the scalesin his
favor inthe elections.

Lyndon LaRouche has already formally announced his
intention of seeking the Democratic Presidential nomination
in the 2004 election. Hisrival for this nomination will most
probably be Senator [Joseph] Lieberman. If LaRouchewins,
hewill haveto run against the Republican nomineewho will,
of course, be President Bush unless something totally unfore-
seen happens.
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Macedonian Patriots
Play ‘LaRouche Card’

by Umberto Pascali

Twenty-four hours after itsfirst issue hit the streets of Mace-
donia, Manifest magazine had already become a phenome-
non. People were contacting the editor, Krum Velkov, to
thank himfor “clearing theair.” 1t becamethefocuson prime-
time TV programsand in discussions popping up all over the
country, inthefinal rush toward the general electionson Sept.
15. The front cover, featuring Lyndon LaRouche (with the
title: “They Want To Involve Usin aNew World War”) and
LaRouche' spunchy interview (seebelow), provoked amuch-
needed, positive shock in a country that has been under in-
creasing physical and psychol ogical assault sincetheterrorist
attacks on Macedonia, from bases in NATO-controlled Ko-
sovo, during the Spring.

It is remarkable that in this situation, a relatively small
country has succeeded in putting up such resistance to its
Anglo-American fifth column. This happens in the midst of
renewed war dangers surrounding the country, the result of
Anglo-American maneuvers aimed at preventing any stabili-
zation and development of the Balkans. But Macedonia did
not give up—rather the opposite. Prime Minister Ljubco
Georgievski has made a series of statements denouncing the
ongoing attack against Macedonia snational sovereignty. At
the end of June, in aspeech where he denounced the “ corrup-
tion” of mega-speculator George Soros and his methods of
buying upintellectual stoturnthemagainst their own country,
the Prime Minister went so far as to pronounce the “forbid-
den” words, “Lyndon LaRouche.”

On Aug. 2 at the celebration of the nationa holiday,
whereasthe protégé of the “international community,” Presi-
dent Boris Trajkovski, flew to the United States for aconfer-
enceontheillusory “New Economy,” Georgievski stated: “It
isafact that certain structures of theinternational community
not only failed to fight terrorism as a global evil, but granted
unprincipled assistance to the terrorists.” Speaking before
more than 100,000 people, Georgievski continued: “Many
words have been sai d about multi-ethnicity in Kosovo, Mace-
donia, Bosnia, but in reality, what has been happening isthe
biggest ethnic cleansing that this part of the Balkans can re-
member. Some international structures are supporting ethnic
cleansing in Bosnia, Macedonia, Serbia.”

In response to this challenge, the Anglo-American “fi fth
column”—including Transparency International, the Soros
gang, the International Crisis Group (ICG), and the Forum
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Group (which supplies cadres to many of those non-govern-
mental organizations)— went berserk. Ljubmir Frckoski, the
most prominent of these agents, and a former Interior and
Foreign Minister and currently adviser to President
Trajkovski, from the pages of the daily Dnevnik blasted
Georgievski and his aly, the Interior Minister Ljube
Boskovski, with what he took to be his most devastating in-
sult: “Their favoriteliteratureisLaRouche.” Working himsel f
up into a paroxysm of rage, Frckoski concluded his attack on
Georgievski/Boskovski with these incredible words: “ Any-
way, we shall finish them off, before they cause damage to
the society.”

British Royal Consort PrincePhilip’ s Transparency Inter-
national issued noisy ululationson aleged corruptionin high
places. The International Crisis Group presented a report on
“Macedonia’s Public Secret: How Corruption Drags the
Country Down,” entirely taken from old media reports. The
report wasimmediately taken up and serialized by the Soros-
influenced media. It isdifficult to imagine moreblatant inter-
ference into anation’sinternal affairs, afew days before the
elections.

Minister Boskovski reacted forcefully, speakingtoarally
in Kumanovo: “Such groups should be expelled from the
Republic of Macedonia. [Their aim] isto undermine democ-
racy and to create a climate of insecurity.” The loca head
of the ICG, U.S. citizen Edward Joseph, “is a well-known
political hack, smuggler, and criminal who speaks against
the government of Macedonia without any data and directly
interferesin our internal affairs.” Other sourcesrevealed that
M acedonian diplomatic and intelligence channel s would ask
the U.S. and Australian governments for an explanation.

An Instrument in the Battlefor Truth

Itwasinthisatmosphere, that Manifest hit thenewsstands.
An overview of its main articles will illustrate its impact:
The cover page, besides LaRouche, carriesasmall picture of
Frckoski, apparently picking hisnose. In adramatic autobio-
graphical article, editor Krum Velkov details his previous
confrontationwith Frckoski. When V elkov wrotearticlescrit-
ical of Frckoski, hewastold that organized-crimefigures had
been recruited to “break his legs.” Later on, in a televised
interview, aknown mafioso, Roly Jakupovich, confessed that
Frckoski had asked him to teach a journalist a lesson: “to
break hislegs.”

The real point is that Manifest succeeded in putting to-
gether a lucid, strategic, LaRouchean approach, with pro-
found cultural and historical elaborationsaimed at answering
the key question: How to create a new Renaissance? Its de-
clared purpose is to create a mass movement, especialy
among students. This*militant Renai ssance” approachiscou-
pledwithin-depthintelligence studiesconcerning thedepl oy-
ment of the so-called international community against Mace-
donia, which the magazine labels as“ The Soft Coup d’ Etat.”

“Read It and Think!” reads the poster issued to advertise
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the magazine. Teamsof studentsvolunteeredto putit up. The
students’ enthusiasm was not cooled, even when two of their
carswereinvolved in abizarre accident, in which atruck hit
them at aredlight. “LaRouche’ sideas are comparableto red-
hot metal penetrating the conscience of the world, when he
unmasksthe oligarchical dark forces methodsand policies,”
Velkov explains. The lead editoria states the raison d'étre
for Manifest, in the context of the historical confrontation
between republican and oligarchica principles. “Manifest
will beaninstrument inthe battlefor thetruth. For Macedonia
... for humanity.” It further stressestheimportance of organ-
izing youth into a patriotic force that understands the real
battle going on in the world right now.

Theinaugural issueincludes:

* A regular column (“The Open Conspiracy”) on
LaRouche's speech in Rome on July 2, on the Middle East
war danger;

e Coverage of a study by Helga Zepp-LaRouche on
Friedrich Schiller: “Why Are We Still Barbarians?’

A feature on “How the IMF Executed Argentina,” ac-
companied by the text of a parliamentary solution by former
[talian PrimeMinister, Sen. Giulio Andreotti and other Italian
Senators, calling for aNew Bretton Woodsfinancial reorgani-
zation; the feature concludes with an appeal to Macedonia
and other countriesto act now;

» A dossier, “MacedoniaMust Defend Itself Against the
Soft Coup d’ Etat,” which describes the penetration of the
“international community’s fifth column,” targetting Frck-
oski, whom it comparesto Petronius Arbiter, Nero’ Magister
Elegantiarumwho, when the Emperor changed hismind, was
forced to commit suicide;

* Short profiles of the main destabilizing tools deployed
inside Macedonia: Transparency International, Soros' Open
Society Institute Macedonia, the International Crisis Croup,
thelnstitutefor War and Peace Reporting (IWPR), Transfuse,
etal.

» An exclusive investigative report on the origin of the
“non-governmental organization” (NGO) concept, as an in-
strument invented by British colonialism, plus a devastating
profile of Frckoski (“ The Fascist Who Wanted To BeaDem-
ocrat”);

* A “Strategic Insight” column by Macedonia govern-
ment strategic adviser Emilija Geleva, titled “Development
Versus Destabilization,” which stresses the need for large-
scale infrastructural development—the Eurasian Land-
Bridge—and a New Bretton Woods,

« A first-hand report from the positions of the Macedo-
nian Army, with exclusive photographs;

* An article on the “anti-globalization” movement as an
instrument of the globalizers themselves, with profiles of
Teddy Goldsmith and Toni Negri. With ayouthful audience
in mind, the author writes: “The real fight against globaliza-
tion can only bebased on thefundamentalsof human civiliza-
tioninitspositiveform: national identity, sovereignty, devel-
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opment...."

* A scientific column, “Back to the Moon, Then on to
Mars,” by Wendel V. Mendel.

Interestingly, theExecutiveDirector of Soros' Open Soci-
ety Institute, VIadimir Milchin, couldn’t wait more than 24
hours before publishing a slanderous attack against Manifest
in Utrinski Vensik, which ended up attacking this writer asa
“conspirophile.” Milchin presentshimself and the other com-
ponents of the “fi fth column” as victims of a government
“witch-hunt.” In the Macedonian capital of Skopje, the rant-
ingsof Soros' manwereimmediately dismissed as*the bl eat-
ing of thewolves.”

Documentation

LaRouche Featured in
New Macedonian Magazine

The main feature in the inaugural issue of the new Macedo-
nian magazine M anifestisan exclusiveinterviewwith Lyndon
LaRouche. Manifest, which hit the newsstands on Aug. 15,
also elaboratestheleading issues associated with LaRouche,
from the need for New Bretton Woods monetary system and
the Eurasian Land-Bridge to his intervention in the Middle
East. LaRouche gave the interview from Wiesbaden, Ger-
many on July 25, to Umberto Pascali. Here are excerpts.

Q: Inthelast few days, we' ve seen avery sharp collapsein
the Wall Street stock market, which confirms what you have
been saying for many years. So, this is not a disaster, but
indeed it is an opportunity. Can you explain for our readers
what is really happening now and, above all, what should
happen?

LaRouche: What is happening now isageneral breakdown
of asystem, which hasdevel opedinternationally over aperiod
of about 35 or more years. This was a change in the United
States in particular, and also the United Kingdom, from a
production-oriented society to an imperial consumer soci-
ety—that is, relying more and more on getting, at reduced
prices, material from overseas, from cheap labor, rather than
producing it ourselves. In this process, what has happened is
that we have built up a gigantic financial bubble internation-
ally. Thisbubbleisnow disintegrating.

Nothing could be done to save the present monetary and
financial system—in its present form. So the only thing that
we can do, which is politically feasible at this time, is to
compare the success of the Roosevelt recovery and the rela-
tive successof the post-war reconstruction up until themiddle
of the 1960s, with the degeneration which exploded from
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1971 on, with the changed Bretton Woods system of today.
Therefore, as a practical matter, we have to go back to the
period of the Depression of 1929-1933 where, for different,
but for somewhat similar reasons, theworld had adepression.
We are now going into a depression which isfar worse—it’s
aready on, and it is far worse than 1929-1933. This depres-
sion has beenin full effect since the Spring of the year 2000.
It has been going on for amost two years already. We' re now
going into a deeper phase of aworldwide economic depres-
sion caused by a monetary-financial system that hasfailed.

So under those circumstances, the only remedy that will
work, that is also palitically feasible, isto restore the model
of the international monetary-financial system that existed
between 1945 and 1958 in Europe, the United States, Japan,
and so forth; to restore that kind of system. But we also have
to put the entire system through bankruptcy reorganization,
because we have hundreds of trillions of dollars of valuation
of debt outstanding, but a total world product that is only
estimated to be $40-odd trillion. So you’ve got hundreds of
trillions of dollars of obligations, on the record and off the
record, which are now crushing down on a collapsing world
physical economy, and obviously, the only thing that you can
doisto put the system through financial bankruptcy, inwhich
wewill, over thecourseof time, writeoff most of that financial
debt asworthlessdebt, and consolidate the remaining amount
of debt to an amount that we can manage.

Itisjust likeabankruptcy reorganization. That istheonly
solution. And we are at the danger point, where if we do not
solve this financial crisis, those forces behind the financia
crisisaregoingto plungeusinto agenera world war, possibly
beginning as soon as the August-October period.

Q: Isthereisadirect relation between the status of this fi-
nancial bubble and the strategic situation?

LaRouche: Absolutely. Thisis what has been said plainly
by theU.S. Defense Secretary, Donald Rumsfeld. Hehassaid,
don’t worry about thefinancial crisis, wearegoing into anew
period of war. And peoplearetalking about thiswar aslasting
aslong as 100 years. They call it “ perpetual war,” along war,
a“war against terrorism”—they call it by many names. But
this is to change the social and political ingtitutions of the
world, withuseof military forceandterror, asaway of dealing
with afinancia crisis. In other words, set up adictatorship, in
the same way that Adolf Hitler did in the 1930s, as away of
dealing with afinancial crisis.

Q: How is the collapse of this bubble going to affect the
Bakansand Macedoniain particular? Isthis going to change
the attacks against the country’ snational sovereignty and ter-
ritorial integrity?Will thisaffect the potential new war adven-
ture in the Balkan area? And even more: If the “LaRouche
recipe”—the New Bretton Woods and the Land-Bridge proj-
ects—would become U.S. policy and would be endorsed by
acoalition of countriesintheworld, how fast and how directly
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Theinaugural edition of the Macedonian magazine Manifest
features an interview with Lyndon LaRouche, and articleson
various aspects of his strategic analysis and global perspective for
economic devel opment. The impact has been explosive.

could thischangethesituation for the better? Canyou explain
how this mechanism could work?

LaRouche: WEell, it isvery simplein asense. It can change
very rapidly, because on the day that we actually make a
statement among a number of countries that we're going to
do areorganization of thistype, you canimmediately put into
operation certain mechanisms of economic recovery. Most
of the immediate measures which would cause a growth of
employment—uwhich, of course, iscrucial for any recovery—
would be in basic economic infrastructure. Now, therefore,
takethe caselike the Balkans, the area bel ow the Danube, all
the way down to the Mediterranean, and the Black Sea, and
theAdriatic. Thiswholearea, whileitiscomposed of different
states, has a certain integral characteristic—geographic and
otherwise. Thus, in thisregion, large-scale infrastructure de-
velopment projects, of the type that we proposed in the Euro-
pean Productive Triangle program, that kind of approach
could go into effect immediately, if international institu-
tions—that is, governments—cameto an agreement with Bal-
kan governments, to shareageneral development program on
developing routes of transportation, power generation and
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distribution, and water management, and also use these as
development corridors for concentration of industrial devel-
opment. Under those conditions, wecould haveanimmediate
changein direction of the economic situation in the Balkans,
and also the political situation.

Q: Your name has recently popped up quite afew timesin
Macedonia, lately in the form of a bizarre approximation of
a dlander by some figures who insist that the Macedonian
leadership is so bad that they “read LaRouche.” Obviously,
after severa interviews with you both on TV and in print,
your hame is quite well known in Macedonia, and people,
including young people, want to know more about your ideas
and your proposals. The apparent paradox is, that you repre-
sent, in economic and philosophical terms, the American Sys-
tem that emerged from arevolution against the British colo-
nial empire, but theofficial U.S. now isactingin oppositionto
those original American principles, includingin disregarding
Macedonia’s rights as a sovereign nation. How can the rea
Americaemerge? How can this historic paradox be solved?
LaRouche: Well, it depends on who is President of the
United States. It also dependson other thingsaswell. But, the
United States government has been at timesmy friend, and at
timesit has acted asmy enemy. For example, | got along well
with some people at various points—not that we agreed, but
we had correct relations, we talked to each other, we found
points of common agreement, and we proceeded on that. For
example, the SDI, and other things | agreed upon with Presi-
dent Reagan, during the period that heand | were cooperating.
We didn’t agree on the economic policy, we disagreed on a
lot of other things. But we had relations which were proper
and decent relations. Now, we also had, to a certain degree,
proper and decent relations with President Clinton, and with
many political figuresin the United States. So the answer is,
that | represent acertaintraditionin U.S. history which canbe
traced from Benjamin Franklin, through John Quincy Adams,
Abraham Lincoln, and Franklin Roosevelt—that’ s called the
American Patriotic Tradition. We have also in the United
States, an opposite view, which has always been of the oppo-
site view since 1763. So there are two forces in the United
States; | represent one, and some of the other fellowsin gov-
ernment represent the other, and the other guys do not come
out and honestly debate me, they ssimply rely on spreading
slander and misinformation and threats.

Soif you know that, that answers the question. The other
guys obviously fear me. In the United States, those forces
are probably more afraid of me personally than any other
individual. So far, even though they have tried to assassinate
meacouple of times, and it didn’t come off—officially even,
by official agencies—but, ontheother side, many peoplewho
would like to have me dead, don’t want me to be a martyr.
So, they don't kill me, but they do everything else they can
possibly do to embarrassme. . . .
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U.S. Utopians Move In
On the Philippines

by Michael Billington

Philippines Defense Secretary Gen. Angelo Reyes was wel-
comed into the parlors of the utopian war faction at the U.S.
Defense Department, and the closely allied think-tank, the
Heritage Foundation, on Aug. 12-13. The purpose of the visit
was spelled out in unambiguous terms by both the U.S. De-
fense Department and Genera Reyes: to create acivilian-to-
civilian line of command between the United States and the
Philippines, to overridetheexisting military-to-military insti-
tutions which have guided policy thusfar.

Under normal circumstances, it may appear that the idea
of “civilian control over the military” would be the appro-
priate policy objective. But these are not hormal times, be-
cause the war-mongering civilian leadership of the U.S. De-
fense Department, centered around Secretary of Defense
Donald Rumsfeld and his assistant, Deputy Secretary Paul
Wolfowitz, are attempting to initiate global religiouswarfare
under the guise of the “war on terrorism.” The uniformed
military, including some membersof the Joint Chiefsof Staff,
areinopen revolt against theinsanity of these* Clash of Civili-
zation” ideologues. Placing U.S. military policy in the hands
of thecivilian fanaticsisasure bet to unleash the dogs of war
inthe Philippines, while al so serving the broader objective of
the utopians: aclash with China.

The New ‘ Defense Policy Boar d’

After a meeting with Rumsfeld at the Pentagon on Aug.
12, General Reyestold the press that a new forum had been
established, to be called the Defense Policy Board, between
the civilian side of the military establishments of the two
nations. The Pentagon’s spokesman, Lt. Cmdr. Jeff Davis,
said that for yearsthere had been several dialogue venues*“for
uniformed military officers, but noforumfor defenseofficials
who are civilians.” The details and the composition of the
board will be determined at alater time.

Thevery nameof the boardisominous. Theworld’ spress
is currently full of reports on the infamous presentation on
July 10by aRAND Corp. analyst, calling for the United States
to invade Saudi Arabia and seize the Saudi oil fields. This
lunatic proposal was presented to a forum, also called the
Defense Policy Board, whichisalso acivilian board, formed
to advise the Defense Department, and headed by Richard
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Perle, the foremost war-monger among the “Wolfowitz ca-
bal,” and the head of the Defense Policy Board who has been
long suspected of being an I sraeli spy. The choice of the same
name for the United States-Philippines Defense Policy Board
isabit of intrigue which will not be missed by governments
around theworld. Itisnot yet known whether General Reyes
spent timein theweb of Perle’ s Defense Policy Board during
hisvisit to Washington.

The timing of the Reyes trip is crucial. Secretary of
State Colin Powell, who is the most outspoken opponent
of the war policy within the Bush Administration, and
who is looked to for leadership by many of the uniformed
military officers who oppose the Wolfowitz cabal at the
Defense Department, has just completed a tour of Southeast
Asia (see “Powell Points Different U.S. Policy for SE
Asia” EIR, Aug. 16, 2002). Across the region, Powell
represented a different direction for U.S. policy from the
confrontational approach of the war faction, assuring the
leaders in the region that there was a voice of sanity
within the Bush Administration, which could hopefully
counter the influence of the new warrior caste. In the
Philippines, Powell assured the nation that the United
States would not establish bases, would not be involved
in any combat, and would not demand agreements that
were counter to Philippine law or Philippine wishes. Powell
was basing his policies on the existing chain of command,
which ran from the foreign policy establishment which
he directs as Secretary of State, through the military
establishments of the two sovereign nations.

The new civilian-to-civilian structure isintended to shift
policymaking to the war faction at the Defense Department.

Powell announced a new measure upon his return to the
United States, which he may eventually regret, if it ends up
providing cover for the war faction. Powell placed the Com-
munist Party of the Philippines (CPP), and its military wing,
the New People’s Army (NPA), on the U.S. list of terrorist
organizations. His motivation in this act is not completely
clear—the NPA has committed terrorist acts in its 33-year
history, but it ispurely adomestic organization rather than an
international terrorist operation (although it receives foreign
financial support). It has also been engaged in various peace
negotiationswith the Philippinesgovernment for many years.
Sources in the United States indicate that Powell took the
step in response to evidence of drug trafficking and money
laundering by the NPA. Placement on the terrorist list may
also dry up the public and private foreign funding for the
NPA insurgency.

The danger liesin the fact that among the policy options
put forth by the war party in the United States, is the notion
that any organization on the U.S. terrorist list isfair gamefor
unilateral U.S. commando operations, with or without the
approval of the host nation. Secretary of State Powell’ sassur-
ance that such measures will not be taken in the Philippines
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will mean little if the war faction attains control over U.S.
policy.

Confrontation at the Heritage Foundation

On Aug. 13, General Reyes appeared at an open forum at
the Heritage Foundation, one of theleading institutes promot-
ingfree-tradefundamentalismand U.S. military unilateralism
throughout the world. Introducing General Reyeswas Larry
M. Wortzel, the foundation’ s Director of Asian Studies, and
one of the most rabid advocates of U.S. unilateral confronta-
tion, not only against Irag and Muslim nations, but most em-
phatically against China, the Philippines’ neighbor.

EIR asked Genera Reyes whether the open differences
between the civilian and military leadership in the U.S. de-
fense establishment did not lead him to worry that the new
civilian-to-civilian Defense Policy Board would place hisna-
tionunder thegun of those promoting aClash of Civilizations.
While acknowledging the existence of the factional division
within the United States, General Reyes dodged the issue by
reporting that no such division exists within the Philippines.

That assertion could be challenged, based on the January
2001 decision by General Reyes, then Chief of Staff, to desert
the civilian Commander-in-Chief, President Joseph Estrada,
who was thereupon overthrown in a bloodless coup. How-
ever, evenif theassertion weretrue, General Reyeswas miss-
ing the point, that the U.S-based civilian war party could
attempt to assert U.S. power over the Philippinesthrough the
civilian line of control set up under the new Defense Policy
Board, regardless of the intentions of the Philippine lead-
ership.

To his credit, when EIR aso asked General Reyesif he
were not concerned, given the Philippines’ proximity to
China, that hissponsor at theevent, theHeritage Foundation’s
Wortzel, had been a leading participant on the U.S.-China
Security Review Commission—whose report to the U.S.
Congressin July was araving diatribe against China, calling
it aterrorist-supporting nation, and calling for sanctions and
confrontation—he responded at length that the Philippines
values its economic and cultural relations with China, and
stands by the “One China’ policy. General Reyes praised
China for adopting diplomatic means to settle the territorial
disputesin the region over severa islandsin the South China
Sea. Wortzel, visibly uncomfortablethroughout Reyes' com-
ments, later told this reporter that he had tried to convince
the Security Review Commission to call for even tougher
language, declaring Chinato be athreat to the security of the
United States.

Again, however, General Reyes either denied, or chose
to diplomatically ignore, the danger that if the war faction
consolidatesitspower inthe United States, theU.S. military’s
assistance and training exercisesin the Philippines could drag
the Philippines, against itswill, intoabroader U.S. confronta-
tion with China.
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In Memoriam

Gladstone Holder: A World Citizen
With a Passion for Classical Culture

by Timothy Rush

Gladstone Holder, dean of Barbados journalists and a dear
friend of EIR and the LaRouche movement, died after unsuc-
cessful surgery on Aug. 7. Hewas 81 years old.

Holder was trained in a British colonial education sys-
tem, turning the best of that education, especially rooted in
the study of Shakespeare, against the ingrained habits of
that colonialism, especially within the minds of his fellow
Barbadians and others in the British Caribbean.

Although Holder rose to be Chief In-
formation Officer of the Barbadian gov-
ernment at thetime of Barbados' indepen-
dence in 1966, his first and greatest love
wasteaching. His second career wasjour-
nalism. Psychologically operating “be-
hind enemy lines,” in a British Common-
wealth country where the ideology of
colonialism remainsstrong, he kept up his
beautifully written and conceived weekly
columnsin the Barbados pressto the last.
Although he wrote with passion and dis-
cernment on everything from Classica
music (members of the Barbados Cham-
ber Symphony played at his funeral) to
the game of cricket, his abiding theme
was the erosion of agapein international
affairs, and thedestruction of cognitive
powers in educational policy.

A Lifelong Passion for Real Knowledge

He came from a family poor in money terms, but rich
in dignity and the love of reading. He once recounted, “On
my ninth birthday, when my father could not have afforded
agift for 60¢, he enrolled me at the Public Library, our first
free university, giving me the most enduring gift of al.”
Throughout his school years, he bridled at grammar or vo-
cabulary taught isolated from content. His most beloved
teacher, Frank Collymore, once asked him with puzzlement,
why he had scored 92 out of 100 in an essay exam, but only
22 out of 100 in the accompanying grammar exam. “There's
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Gladstone Holder

not a single grammatical error in your composition and it's
a lively piece of writing!” Collymore exclaimed. “That's
just the paint,” replied Holder. “In the grammar, | cannot
tell the difference between a gerund and a verbal noun. . . .
Don't you think the meaning is more important than the
names given them?’

“Inthepublic systemthegoal of genuineliteracy isunder-
mined by acceptanceof an adulteration called functional liter-
acy,” Holder would write years later. “It
is like putting water in the milk, or sand
in the sugar. This linguistic depreciation
has its burgeoning offshoot in what we
now hear of as education for jobs. ...
Some of themethods |’ ve seen fill mewith
agony. I've seen prescriptions for words
that ought to be known at certain ages—
asif language were divorced from . . . ex-
periences, actua or vicarious, of life. . ..
| may have been able to withstand the
barren and illusory strategy of learning
words inisolation because my parents and
grandfather, before | went to school, ex-
panded my vocabulary contextually, be-
fore the experts had reduced reading to a
pseudo science.”

In his 35 years as Barbados' journalis-
tic public conscience, he wielded his pen
with ceaseless ferocity against any effort
to deviate curriculumfrom reading original Classicsof litera-
ture. He had no use for “role models,” “ Basic English,”
“Ebonics,” “ critical thinking,” “ problem solving,” “ informa-
tion society” (which he denounced as a “scam”), or related
humbug. Nor could he abide “teaching to the test” or “learn-
ing skills,” as a substitute for the living qualities of irony
and insight from a Shakespeare, a Jonathan Swift, or aJoseph
Conrad. In one of his most searing columns, he asked, if
some consider abortion of a fetus a crime, is it any less
an abortion of the student’s mind, to deny the student
access to the greatest minds of human history? He despised
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the use of computers in any classroom before second-
ary school.

Confronting Racism

Like anyone growing up in aBritish colony, “Mr. G.,” as
he came to be called affectionately by most who knew him,
had to grapple with racism. He devel oped a sense of hisown
dignity which had something of the sublime. Asayouth, he
had at first refused an invitation from his teacher to see a
movie of Romeo and Juliet, being shown at the Aquatic Club.
“The Aquatic was aracially exclusive club and | would not
wish to go there by special permission. Had the word apart-
heid then been invented, | would have used it.” His teacher
persuaded him to go, for the sake of the Shakespeare. “I left
the Aquaticwalkingonair . . . within weeks| discovered that
| knew all of Romeo’s lines by heart, many of Juliet’s and
Tybalt’s, and Mercutio’ s Queen Mab speech, without setting
out to learn them.” But on the issue of the Aquatic Club,
Gladstone later reflected, “1 would discover that anger and
retaliation or even withdrawal were crude and silly responses
to other peoplée’ sracism. . . . | recall aninstance when awhite
man called my young nephew ‘boy.” He flew into arage. It
took sometimeto cool him down. | told him that awhite man
who hates or despises a black merely because of his own
colour lived imprisoned in apit that dehumanizes him. Simi-
larly for a black. Both being victims of their own ignorance
and spiritual blindness, deserve pity. If awhiteman called me
anigger, I'd first look to seeif he meant it and if | thought he
did, I'd smileat theidiot in pity. | have no doubt about who |

“Men who chose [the] dangerous and lonely path” of a
Martin Luther King, aThomas a Becket, aSir ThomasMore,
wrote Gladstone in a tribute to the sublime, “are not role
models. They are exceptional men with exceptional resolu-
tion to be themselves, to take a stand against principalities
and powers, and to endure, whatever the cost. They areideals.
But by bearing witness to the human potential they are bea-
consof hope and promiseto aworld wedded to the pinchbeck
wisdom of ‘going along to get along.” They remind us of what
we might beif we could defeat our little selves.”

One of Gladstone's most intense polemics was against
those who wanted to suppress the teaching of Shakespeare,
whether to promote a “Caribbean identity,” or simply to
“dumb down.” “ Language,” Gladstoneinsisted, “isnot just a
means of communication. It is the food that nourishes the
brain and heart to their full human potential and beyond.
Hence the quality of the language environment is vital. . . .
You taught me language, snarled Caliban at Prospero [in
Shakespeare's The Tempest], and my profit on it is | know
how to curse. Out of that resentment comes a host of societal
ills. But how well Shakespeare understood the potential of
language and theinterest of the government classin ensuring
that their minions are not emancipated by it.”

Gladstone' s revenge was to use Shakespeare as his con-
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stant refrain, in exposing the hypocrisy of those espousing
“democracy” and“ruleof law” ininternational affairs—while
obliterating real justice and agape. If hewas making the point
that Malaysia and a few other countries have resisted “New
Age Imperialism,” it wasto “bring me back to Hamlet:

“ SureHethat made uswith such large discour se, Looking
before and after, gave us not the capability and god-likerea-
sontofustinusunus d.”

Collaboration with LaRouche

Gladstonewasever inbattle. Hiscolumnfor several years
in one of Barbados' two dailies, the Advocate, was named
“From the Masthead”; his column morerecently in the other,
The Nation, was simply “Eye in the Storm.” From the first
moment of acquai ntancewith EIR, some 14 yearsago, hewas
outspokenin hisidentificationwith LyndonLaRoucheand his
work. “The weekly news magazine, Executive Intelligence
Review (EIR), with its greater freedom of expression than
exists in Britain, backgrounds every story, naming names.
Which makes it at once the most informative and the most
hated magazinein theworld,” hewrote over adecade ago. In
a column just a few months before his death, he joined his
voiceto that of “EIR s publisher, Lyndon LaRouche, Jr.,” in
denouncing Israeli Prime Minister Ariel Sharon’s crimesin
Palestine as a copy of Nazi operations against the Jews of the
Warsaw Ghetto.

Holder’ s constant citing of EIR over more than adecade,
won for him the high honor of getting onthe U.S. Embassy’s
enemiesligt, as EIR learned from a Freedom of Information
Act release.

In early 2002, Gladstone got a telephone cal from a
reader, who challenged him astowhy hehad writtenanarticle
“showing concern for prisoners from the war in Afghanistan
now transferred to the United States' naval base at Guanta-
namo, Cuba. Y ou live in Barbados. What America does has
nothing to do with you.”

Gladstone responded: “I’ ve become accustomed to that
kind of blindness. I’ll give you three reasons, two of which,
from your remarks, you will almost certainly reject. 1) Re-
gardless of race, colour or station in life, we are all God's
children. 2) All of usare therefore eligible to be treated with
love, compassion, and even forgiveness. For the third, I'll
quote John Donne: Ask not for whom the bell talls; it tolls
for thee.

“My guess waswrong; he rgjected all three.”

Gladstone himself provided the appropriate words to
summarize his life, at the conclusion of his 1985 return to
the beloved Combermere School where he had studied and
first taught:

“1f what philosophers say of the kinship of God and Man
be true, what remains for Man to do, but as Socrates did:
Never, whenasked one’ scountry, toanswer ‘| aman Athenian
or aCorinthian,” but ‘| am acitizen of theworld.””

Theworld haslost one of itsfinest citizens.
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Iraq War-Party Is Under
Attack by Republican Leaders

by Edward Spannaus

If the Richard Perle-Paul Wolfowitz cabal inside the Bush  tian-Zionist circles, and that the Republican Party was head
Administration don’t succeed into dragging the United Statesng for defections, losses in this year's mid-term elections,
into a war against 1 billion Muslims, they may succeed in  and in the 2004 Presidential elections, unless an effort wa:
something else: bringing down the U.S. economy. Reports imounted to break the grip of the numerically small but highly
the financial press indicate that as much as $200 billion has  vocal neo-cons and the pro-Likud Christian Evangelicals.
already been pulled out of the United States by Saudiand other
Arabinvestors, of a total investment estimated at $1.3 trilion.Perle in the Spotlight
Why the capital outflow? Since Sept. 11, asmallbutvocal Syndicated columnist Robert Novak, in his Aug. 22 col-
group of neo-conservative war-hawks in the United States  umn, pointed to what many observers see as the strateg
has been calling for the U.S. to cut off relations with Saudisignificance of the Murawiec briefing. Novak noted that, two
Arabia, and even to seize the Saudi oil fields. The Saudisand  weeks after the revelations about the Defense Policy Bos
others feared that this grouping could actually force a shift inbriefing, the Saudi government is still upset, and it is not at
Bush Administration policy, after the publicizing of a briefing all satisfied with Rumsfeld’s disavowal of responsibility for
given to the Pentagon’s Defense Policy Board on July 10, byhe incident.
RAND “analyst” Laurent Murawiec, who urged the Bush “Few accounts of the bizarre incident paid much attention
Administration to declare the Saudis as the enemy. Disavowto the centrality of former Assistant Defense Secretary Rich-
als by Defense Secretary Rumsfeld and other administration ard Perle, the Rumsfeld-appointed policy board chairman a
officials rang hollow to many. Perle remains in his positionstaunch friend of Israel,” Novak continued. “Perle’s arrange-
as chairman of the advisory committee. ment of the Murawiec briefing is seen in both Washington
TheWashington Post’s Aug. 6 exposure of the war-party and Riyadh as part of a campaign to recast long-standing
briefing—coming during a campaign launched weeks earlier ~ U.S. policies.” The campaign, Novak added, enjoys “strong
by Lyndon LaRouche to destroy the ability of Senators Johrthough certainly not unanimous, support in the White House
McCain and Joe Lieberman to blackmail the President into  and Defense Department.” Novak called it the domino theor
launching an Iraqg war—has opened up the floodgates, exposi reverse: overthrow Saddam Hussein to undermine the
ing a deep rift in the Republican Party between the more Saudi regime, and so on. American Presidents since Worl
traditional old-line leadership—Iargely grouped around theWar Il “have balanced support for the state of Israel with
person of former President George H.W. Bush (“Bush 41”),  friendship for Arab nations headed by oil-producing Saudi
and the neo-conservative warhawks in the current adminisArabia,” Novak concluded. “George W. Bush faces a choice
tration. of whether he wants to continue that policy, or venture down
This GOP division, according to informed intelligence the road charted by Richard Perle.”
sources, has existed for some time. But recently the tradition- Perle’s sudden prominence was also reflécied in
alists concluded that the administration’s policy agenda hadhagazine’s prominent story in its Aug. 26 issue “Inside The
been hijacked by the neo-conservatives and their allied Chris- ~ Secret War Council,” which ridiculed Perle and quoted hin
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assaying, on hisinvitationto Murawiec: “| didn’t know what
he was going to say, but he had done some serious research
on Saudi Arabia.” This, Timenoted, waspatently untrue. Time
claimed, without much foundation, that Perl€’ s ignorance of
Murawiec’ stalking pointsrivaled hisunfamiliarity withMur-
awiec's past—i.e., that in the 1980s, Murawiec had worked
for “political extremist and perpetual Presidential aspirant
Lyndon LaRouche” at EIR. And then, in a highly unusual
piece of straightforward reporting, Time added: “By the end
of last week, L aRouchewas denouncing both hisformer asso-
ciate and ‘ suspected Israeli agent Richard Perle’ for pushing
the U.S. toward war with the Islamic world.”

Republican Opposition to War Emer ges

This escalation of attacks on Perle, caps an extraordinary
couple of weeks of rising criticism of the administration’s
plansfor an attack on I rag, emanating from prominent Repub-
lican figures. It commenced with an Aug. 4 appearance on
CBS television by Brent Scowcroft, who had been National
Security Adviser to Presidents Gerald Ford and George Bush
(senior), including during the 1991 Persian Gulf War, and
whoiscurrently thechairman of thePresident’ sForeign I ntel-
ligence Advisory Board (PFIAB). Scowcroft said that the
question of attacking Iraq is a question of setting priorities.
“The President has announced that terrorism is our number-
one focus. Saddam is a problem, but he's not a problem be-
cause of terrorism.” Scowcroft went on to say that Saddam
could be dislodged, but cautioned: “I think we could have an
explosion in the Middle East. It could turn the whole region
into acauldron, and destroy the war on terror.”

Then, inthefirst major defection from the GOP Congres-
sional leadership, House Majority Leader Rep. Dick Armey
(R-Tex.) warned that an unprovoked attack against Iraqgwould
violateinternational law, and would undermine international
support for President Bush's policy of removing Saddam
Hussein. “If wetry to act against Saddam Hussein, as obnox-
ious as he is, without proper provocation, we will not have
the support of other nation-states who might do so,” Armey
said. “1 don’t believe that America will justifiably make an
unprovoked attack on another nation. It would not be consis-
tent with what we have been as anation or what we should be
asanation.”

On the Senate side, the most outspoken has been Sen.
Chuck Hagel (R-Neb.), whotold the New York Timeson Aug.
15, that the Central Intelligence Agency had “absolutely no
evidence’ that Irag possesses or will soon possess nuclear
weapons. “You can take the country into a war pretty fast,”
Hagel said, ‘but you can’t get out as quickly, and the public
needsto know what therisksare.” And, referring to the civil-
ian neo-consin the Pentagon who are demanding aninvasion
of Irag, Hagel remarked, “Maybe Mr. Perle would like to be
in the first wave of those who go into Baghdad.”

Also of note are the comments by former Congressman
Jack Kemp (R-N.Y.), who served in the first Bush Adminis-
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Arally by LaRouche supporters at the Chicago financial district
on Aug. 14. Lyndon LaRouche’ s campaign to stop John McCain
and Joseph Lieberman’ s drive for war, with the circulation of 5
million leaflets on “ The Electable LaRouche,” has catalyzed
opposition to the war policy in both political parties.

tration, but is more identified with former President Ronald
Reagan. Kemp has pointed to the lack of evidence linking
Saddam Hussein to Sept. 11, and has said, “1 don’t believe
we are ready to start another war, when Afghanistan has yet
to be pacified, and the Middle East remainsin chaos.”

Scowcroft then escalated on Aug. 15, with an op-ed enti-
tled“Don’'t Attack Saddam,” published followingthisarticle.
TheWall Sreet Journal, which ran the Scowcroft piece, pub-
lished its own Aug. 19 editorial, saying that it had simply
offered its pages to give an airing to Scowcroft’'s view—
which it dismissed as Real palitik.

Scowcroft castigated the utopian gang (typified by Ken-
neth Adelman), who claim that an invasion of Iraq would be
a“cakewalk”; on the contrary, Scowcroft declared, it would
bevery expensiveand very bloody, with Isragl likely to bethe
first casualty. “Even without Israeli involvement, the results
could well destabilize Arab regimes in the region,” Scow-
croft warned.

Richard Perle, contactedin Franceby theNew York Times,
arrogantly denounced Scowcroft’s arguments as misguided
and naive.

‘I'm Scared to Death . .

While Scowcroft diplomatically avoided directly naming
the Perle-Wolfowitz cabal, former Secretary of State Law-
rence Eagleburger displayed no such reticence in an appear-
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LaRouche supportersin Seattle organize for infrastructure devel opment, such as maglev
train networks, instead of war.

ance on “Fox News Sunday” on Aug. 18.

Eagleburger said he doesn’'t think that militarily over-
throwing Saddam Hussein is alegitimate policy at this stage,
“unlessthe President can demonstrateto all of usthat Saddam
has his finger on anuclear or biological or chemical trigger,
and he' sabout to useit.” And secondly, Eagleburger said, the
Bush Administration has not demonstrated that “they have
really thought through what it’s going to take to overthrow
him . . . or what we do when we overthrow him.”

“1’m scared to death that the Richard Perlesand Wolfowi-
tzes of this world are arguing we can do it in a cakewalk,”
said Eagleburger, “when | think it will take some hundreds of
thousands of troops, at least, to be sure that we can do it
correctly, and we haven't seen any reserves called up.” And
he ridiculed Perle and Wolfowitz for claiming that “we've
got all of these wonderful insurgents out here who will be
ableto govern immediately after we succeed.”

Host Tony Snow then challenged Eagleburger, saying
“thisisthe second time you’ ve mentioned Richard Perle and
Paul Wolfowitz,” asking, “Do you think they’re naive?’

“No, | don’t think they’re naive,” Eagleburger answered.
“I must tell you | think they’ redevious,” noting that they have
been committed to getting rid of Saddam Hussein for years,
“because they think we should have done it the first time
around,” and that “they have convinced themselves that it
wouldbedoneonthecheap,” by usingtheanti-Saddam Iraqgis.
“l am scared to death that they are going to convince the
President that they can do this, overthrow Saddam on the
cheap, and we'll find ourselves in the middle of a swamp,
becausewe didn’t plan to do it in the right way.”
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When he was asked if Brent Scow-
croft’s views reflect those of President
Bush’ sfather—amatter of great specu-
lation in the news media—Eagleburger
answered: “ | heard yesterday somebody
sayingthat they thought thiswasthefor-
mer President Bush putting Brent up to
this. | don’t believe that. | believe this
was Scowcroft on hisown.”

Others have reported that there is
great tension between Bush elder and
younger, on the question of Irag. Col-
umnist Georgie Anne Geyer said she
wastoldthat on the question of invading
Irag, “the senior President Bush and the
current President Bush could hardly
speak about the subject, so different
weretheir opinions.”

MoreMilitary Opposition

One of the catalysts for this rising
tide of opposition, has clearly been the
role of the uniformed military, centered
inthe Joint Chiefs of Staff, who have let be known their own
opposition to the war plans of the Perle-Wolfowitz cabal,
through a series of calculated leaksto the news media.

General Norman Schwarzkopf, who led the U.S. attack
onlraqin 1991, went on NBC's“Meet the Press’ on Aug. 18,
to warn against those who claim that an invasion of Irag will
be easy. Schwarzkopf said that the Iragi military has 400,000
active duty people, of which maybe 300,000 can be dis-
counted, “but you can’t discount the 100,000 Republican
Guard and Palace Guard . . . a good military force. . . they
have alot of good equipment behind them.”

“It's not going to be an easy battle,” Schwarzkopf said,
adding that “1 think it would be much more effective if we
didn’thavetodoitalone,” citing theneed for bases, including
port facilitiesand air field facilities. A few dayslater, Marine
Corps Commandant Gen. James Jones gave an interview to
the Washington Times in which he warned that the so-called
“ Afghanistan model” does not apply to Irag. Jones statesthat
would be foolish to think that the Special Forces methods
that were successful in Afghanistan, would necessarily be
successful in Irag. In contrast to what happened in Afghani-
stan, the U.S. military “would face a much tougher foe,” in
Irag. “The defense of a homeland is hard stuff,” Jones said,
“because they’ re not going to go anywhere.”

Changing the Presidency

EIR hasbeen advised by well-placed intelligence sources,
that whatever the level of publicly voiced opposition to the
Iraq war plans, thereis far, far more of it behind the scenes.
Scowcroft’'s public statements are only the tip of a much
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greater ferment within Republican ranks, one source said.
One source said that top circles in both the Republican and
Democratic Parties are stunned at what he called “the impec-
cable timing” of Lyndon LaRouche's launching of his cam-
paign to expose and discredit McCain and Lieberman;
LaRouche' s efforts have had an enormousimpact in creating
theclimateinwhich othershavebeen ableto speak out against
the warhawks.

Lyndon L aRouche himself forecast, when helaunched his
campaign to destroy theinfluence of Lieberman and McCain,
that ripple effects would be felt in the Republican as well as
the Democratic Party.

In his 5-million-circulation “The Electable LaRouche”
leaflet, LaRouche wrote that two urgent steps must immedi-
ately be taken: to shut down the political blackmail being
exerted by the McCain-Lieberman cabal, and, secondly, to
build anew bipartisan palitical infrastructurearound the Pres-
idency, which gives the President new policy-options.

Thisiswhat isnow in the process of taking place.

Don’t Attack Saddam

by Brent Scowcroft

Thefollowing articleisreprinted here with the permission of
the author. The op-ed, circulated by the Forum for Interna-
tional Policy beginning Aug. 18, has become a focus for a
long-overdue national and international policy discussion
about thewar on Irag. Mr. Scowcroft, National Security Ad-
viser under PresidentsGerald Ford and GeorgeH.W. Bush, is
founder and president of the Forumfor International Palicy.

Our nation is presently engaged in a debate about whether to
launch awar against Irag. Leaks of various strategies for an
attack on Iraq appear with regularity. The Bush administra-
tion vowsregime change, but statesthat no decision hasbeen
made whether, much less when, to launch an invasion.

Itisbeyond dispute that Saddam Hussein isamenace. He
terrorizes and brutalizes his own people. He has launched
war on two of his neighbors. He devotes enormous effort
to rebuilding his military forces and equipping them with
weapons of mass destruction. We will all be better off when
heisgone.

Think Carefully

That said, we need to think through this issue very care-
fully. We need to analyze the relationship between Irag and
our other pressing priorities—notably thewar on terrorism—
as well as the best strategy and tactics available were we to
move to change the regime in Baghdad.
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Saddam'’s strategic objective appears to be to dominate
the Persian Gulf, to control oil from the region, or both.

That clearly poses areal threat to key U.S. interests. But
there is scant evidence to tie Saddam to terrorist organiza-
tions, and even lessto the Sept. 11 attacks. Indeed, Saddam’s
goals have little in common with the terrorists who threaten
us, andthereislittleincentivefor himto make common cause
with them.

Heisunlikely to risk hisinvestment in weapons of mass
destruction, much less his country, by handing such weapons
to terrorists who would use them for their own purposes and
leave Baghdad asthe return address. Threatening to usethese
weapons for blackmail—much less their actual use—would
open him and his entire regime to a devastating response by
the United States. While Saddam is thoroughly evil, he is
above al apower-hungry survivor.

Saddamisafamiliar dictatorial aggressor, withtraditional
goals for his aggression. There is little evidence to indicate
that the United States itself is an object of his aggression.
Rather, Saddam’ s problem with the United States appearsto
bethat westandintheway of hisambitions. Heseeksweapons
of mass destruction not to arm terrorists, but to deter usfrom
intervening to block his aggressive designs.

Given Saddam'’s aggressive regional ambitions, as well
as hisruthlessness and unpredictability, it may at some point
be wise to remove him from power. Whether and when that
point should come ought to depend on overall U.S. national
security priorities. Our pre-eminent security priority—under-
scored repeatedly by the president—isthe war on terrorism.
An attack on Irag at this time would seriously jeopardize, if
not destroy, the global counterterrorist campaign wehaveun-
dertaken.

TheUnited Statescould certainly defeat the Iragi military
and destroy Saddam’ sregime. But it would not beacakewalk.
On the contrary, it undoubtedly would be very expensive—
with seriousconsequencesfor theU.S. and global economy—
and could aswell be bloody. In fact, Saddam would be likely
to conclude he had nothing left tolose, leading him to unleash
whatever weapons of mass destruction he possesses.

Israel would have to expect to be the first casualty, as
in 1991, when Saddam sought to bring Isragl into the Gulf
conflict. This time, using weapons of mass destruction, he
might succeed, provoking Isragl to respond, perhapswith nu-
clear weapons, unleashing an Armageddon in the Middle
East.

Finally, if we are to achieve our strategic objectives in
Irag, a military campaign very likely would have to be fol-
lowed by alarge-scale, long-term military occupation.

But the central point is that any campaign against Iraqg,
whatever the strategy, cost and risks, iscertainto divert usfor
some indefinite period from our war on terrorism. Worse,
thereisavirtual consensus in the world against an attack on
Irag at thistime. So long as that sentiment persists, it would
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require the United Statesto pursue avirtual go-it-alone strat-
egy against Irag, making any military operations correspond-
ingly more difficult and expensive. The most serious cost,
however, would betothewar onterrorism. Ignoring that clear
sentiment would result in a serious degradation in interna-
tional cooperation with us against terrorism. And make no
mistake, we simply cannot win that war without enthusiastic
international cooperation, especially onintelligence.

Possibly the most dire consequences would be the effect
in the region. The shared view in the region is that Iraq is
principally an obsession of the United States. The obsession
of the region, however, is the Isragli-Palestinian conflict. If
we were seen to beturning our backs on that bitter conflict—
which the region, rightly or wrongly, perceivesto be clearly
within our power to resolve—in order to go after Irag, there
would be an explosion of outrage against us. We would be
seen asignoring a key interest of the Muslim world in order
to satisfy what is seen to be anarrow American interest.

Even without Israeli involvement, the results could well
destabilize Arab regimesin theregion, ironically facilitating
oneof Saddam’ sstrategic objectives. Ataminimum, it would
stifle any cooperation on terrorism, and could even swell the
ranksof theterrorists. Conversely, themoreprogresswemake
in the war on terrorism, and the more we are seen to be com-
mitted to resolving the Israel-Palestinian issue, the greater
will bethe international support for going after Saddam.

If wearetruly serious about the war on terrorism, it must
remain our top priority. However, should Saddam Hussein be
found to be clearly implicated in the events of Sept. 11, that
could make him a key counterterrorist target, rather than a
competing priority, and significantly shift world opinion to-
ward support for regime change.

No-Notice | nspections

In any event, we should be pressing the United Nations
Security Council toinsist on an effective no-noticeinspection
regime for Irag—any time, anywhere, no permission re-
quired. On this point, senior administration officials have
opined that Saddam Hussein would never agree to such an
inspection regime. But if he did, inspections would serve to
keep him off balance and under close observation, evenif all
hisweapons of mass destruction capabilitieswere not uncov-
ered. Andif herefused, hisrejection could providethe persua-
sive casusbelli which many claimwedo not now have. Com-
pelling evidence that Saddam had acquired nuclear-weapons
capability could have asimilar effect.

In sum, if we will act in full awareness of the intimate
interrelationship of the key issues in the region, keeping
counterterrorism as our foremost priority, there is much
potential for success across the entire range of our security
interests—including Irag. If we reject a comprehensive per-
spective, however, we put at risk our campaign against terror-
ism as well as stability and security in a vita region of
the world.

54 Nationd

Kucinich Forum Hears
Opposition to [raqg War

by Suzanne Rose

Representative Dennis Kucinich (D-Ohio) has launched a
campaign to open up the U.S. Congress to a discussion of
why we should not go to war in Irag, with a series of forums
beginning on Aug. 20 on Capitol Hill. Himself opposed, he
said that he wants to create an opportunity for bipartisan,
diverse voicesto be heard. The three speakers at his opening
forum were Dr. Donald Cortwright, president of the Fourth
Freedom Forum; Phyllis Bennis of the Institute for Policy
Studies(IPS); and former UN chi ef weaponsinspector inlrag,
Scott Ritter. By far the most relevant and effective presenta-
tion was Ritter’s, in countering the propaganda campaign
which is accompanying the drive to war. No one, however,
challenged the underlying motivefor war, which, as hasbeen
pointed out by Democratic Presidential pre-candidateLyndon
LaRouche, has nothing to do with Iragi President Saddam
Hussein. U.S. Irag policy is a foil in the strategic policy
backed by Henry Kissinger, Zbigniew Brzezinski, and allied
financial elites to impose perpetual war on the world, in the
midst of aglobal financial breakdown crisis.

Where'stheThreat?

Ritter opened by criticizing the lack of democracy re-
flected in the want of debate on this issue, specifically in
the one-sided Senate Foreign Relations Committe hearings
chaired by Sen. Joseph Biden (D-Del.) prior to the Congres-
sional recess. Ritter said you can’'t make a case for going to
war unless you discern athreat, and in his view, there is no
evidencethat athreat exists.

He specified, that before the inspections were ended in
Iragin 1998, Iraq had been disarmed. If Baghdad hastried to
produce weapons of mass destruction (WMD) since 1998,
which isthe central argument for going to war, the Iragi gov-
ernment would need an infrastructure, and that would be de-
tectable from the outside. Ritter asserted, that every nuclear
facility was destroyed and then blanketed with gamma detec-
tion sensors. The technology to detect poison gas production
also exists, he said, though he was not sure it is being used.
In response to Defense Secretary Donald Rumsfeld’ s recent
assertionsthat Iraq is producing weapons of mass destruction
inunderground factoriesand on mobiletrucks, Ritter said this
isspeculative: Iraq’ s geography is not conducive to building
things underground, and the inspectors never detected any
factories on trucks during their exhaustive and often surprise
inspections. Heal so attacked thosewho want war against Iraq

EIR  August 30, 2002



for their own ideological reasons. This war has more to do
with domestic U.S. policy than anything else, he charged,
adding, that there are people who want to hijack our foreign
policy to promote their own ideology and ambitions.

Ritter debunkedtheideathat Iraqwould proliferate WMD
through Islamic terrorist networks, even if they had them,
by describing an operation Irag has in its North to eliminate
Islamic fundamentalist infiltration of the Kurds there. Sol-
diers are being trained for this mission at a camp south of
Baghdad, which had been formerly used for training hostage-
releasemissions. TheU.S. government hasbeengiving afalse
picture of the purposes of this camp, Ritter said.

He confirmed that contrary to the pro-war propaganda,
the UN inspectorswere not thrown out by Irag, but pulled out
six days before the U.S. bombing campaign in 1998, after
Iraq had been manipul ated into creating a provocation, which
then became a pretext for the bombing. After seven years of
inspections and destruction of weapons of mass destruction
capability, Ritter said he was confident that Iraq was dis-
armed, and incapabl e of projecting military power beyond its
borders. Irag, he said, is no threat to the region.

Alternativesto War
Phyllis Bennisof |PSargued that the United Stateswould
be violating international law, if Irag were attacked, because
Article51 of the UN Charter allows acountry to wage war to
defend itself only if there has been an armed attack. She said
that any pre-emptive strikeisaviolation of international law.
Dr. Cortwright advocated a series of alternativesto “con-
tain Irag,” rather than going to war. He called the conse-
guencesof apre-emptiveattack so dangerousthat no onewho
wastruly concerned with futureterrorism, would contempl ate
such an action. “If we go to war, it will make the terrorist
threat worse. It would recruit peopleto taking extremeactions
against us. It would undermine international cooperation.”
Neither Ritter nor Cortwright believesthe Bush Adminis-
tration wantsinspectorstoreturnto Iraqg. It would be contrary
to existing law passed by Congress in support of a regime
change, when it authorized support for the opposition Iragi
National Congress. Ritter alsodoesnot believelragwill alow
inspectorsin, aslong astheU.S. policy isfor aregimechange.
Cortwright said the new inspectors might be more acceptable
totheIragis, because they would be lesslikely to be manipu-
latedand usedfor spying asthepreviousUN Special Commis-
sion (UNSCOM) inspectors were, because they will not be
the agents of any state, but civil servantsworking for the UN.
Kucinich said he expectsmany other opponentstothewar
to surface after Congress reconvenes. He is not opposed to
responding to the Iragi offer to U.S. Congressmen to visit,
but said it would have to occur in tandem with the return of
inspectors. He hoped Russia could be drawn into the process
of finding aresolution, and referred to the U.S. Congressional
delegation which worked with Russia to negotiate a solution
to the war with Serbiain 1999.
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Rumsield’s ‘Feith and
Bum’ Corps: What Is
Defense Policy Board?

by Michele Steinberg

To say that Richard Perle’'s Defense Policy Board “advises’
Defense Secretary Donald Rumsfeld is an legend that has
popped up increasingly in recent weeks, especially following
the exposure of the notorious July 10 anti-Saudi briefing,
whereLaurent “ of Arabia” Murawiec delivered aPower Point
presentation identifying the Saudis as enemies of the United
States. Rumsfeld, who claimed to know nothing about the
scheduling of the briefing, later called Murawiec “a resident
alien,” who had nothing to do with policy. A few days after
Murawiec’ sbriefing wasexposed, Frank Gaffney, head of the
right-wing extremist Center for Security Policy, was praising
Murawiec as“Laurent of Arabia.”

Thefact that Murawiec's employer, the RAND Corpora-
tion, disavowed any connection to the anti-Saudi briefing,
and critics described the quality of the presentation as “sub-
undergraduate” grade, should be awarning that the Defense
Policy Board's agendais not “policy,” but propaganda. And
that propaganda is in the hands of a notorious troika of Li-
kudnik agentsand followersof the pro-fascist Vladimir Jabo-
tinsky within the Defense Department: Under Secretary of
Defense for Policy Douglas J. Feith, Defense Policy Board
Chairman Richard Perle, and Deputy Secretary of Defense
Paul Wolfowitz.

Run Rings Around Rumsfeld

Itisabsolutely true—tothedismay of traditional Republi-
can Party strategists—that Rumsfeld, who is showing the
signs of age, as well as the stress of the Afghanistan war
disaster, has fallen increasingly under the sway of Defense
Policy Board, which has also been called “the Wolfowitz
cabal.” Thetroikaof Likudniks hasworked together for over
20 yearsin anetwork of neo-conservative think tanks, during
which time Rumsfeld wasin semi-retirement after serving as
the Secretary of Defense for President Gerald Ford.

Defense Department sourceshavetold EIRthat thetroika
runsringsaround Rumsfeld, asthey fight to make U.S. policy
identical to the aims of Isragli war criminal Ariel Sharon:
ethnic cleansing of the Palestinians, preemptive war against
Iran and Iraq; and the breakup of Saudi Arabiaand seizure of
itsoil fields.

The Defense Policy Board is an extension of the neo-
conservative gaggle of Isragli moles that surrounded then-
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Gov. George W. Bush during the 2000 campaign, and called
themselves “The Vulcans.” The two main figures were
Wolfowitz and Perle, tasked with pounding Bush into shape
on foreign policy—recall that Bush could not even name the
heads of five countriesin anasty “pop quiz.” Joining themin
the effort was Condoleezza Rice, now the National Security
Adviser. Rumsfeld was a johnny-come-lately to the Bush
team.

When Rice and Wolfowitz received their high-level ap-
pointments, (though Wolfowitz wanted the Defense Secre-
tary job directly), observerswondered why Perledid not have
an administration post. Some explained that he did not wish
to submit to Senate approval—which was avoided in the De-
fense Policy Board role. Othersexplained that Perle could use
the DPB platform to access classified information, and plant
policy proposas, while he continued to keep his other jobs:
head of the Digital division of the Hollinger Corporation,
owner of the Jerusalem Post and the London Daily Tele-
graph; member of American Enterpriselnstitute and the Jew-
ish Institute for National Security Affairs (JNSA), where he
continues to serve along with espionage-investigation target
Steven Bryen (see accompanying article).

Reporting on the anti-Saudi DPB meeting, Time reporter
Mark Thompson noted that being on the Board affords its
members something “ every Washington player wants—unri-
valed access without accountability.” Citing “the Saudi epi-
sode,” Thompson accused the DPB of concocting “a false
impression” of U.S. policy—such as aplanned attack against
Saudi Arabia, and the Iraq war.

Chain of Command

According to its charter, the Defense Policy Board (full
name—Defense Policy Board Advisory Committee) “will
servethepublicinterest by providing the Secretary of Defense
(Rumsfeld), Deputy Secretary (Wolfowitz), and Under Secre-
tary for Policy (Feith) withindependent, informed adviceand
opinion concerning major matters of defense policy.” The
sole function is “advisory” and its members, limited to “ap-
proximately 30" serve without compensation. But in this or-
ganizational chart, “location” is everything, and Doug Feith
isthe strategically located linchpin.

According to the charter, Feith sel ectsthe membersof the
DPB, including Chairman Perle, with Rumsfeld’s approval.
Feithisthe“ Official to Whom the Committee Reports.” Feith
isalsothehead of the Agency Responsiblefor Providing the
Necessary Support” for the DPB. Feith also callsthe shotson
whentheBoard should meet—" quarterly or asrequired by the
Under Secretary for Policy.” Feith also controls the budget,
selectsthe “ 2.2 man-years’ of permanent staff, and pays ex-
penses.

FeithbriefstheDeputy Secretary of Defense(Wolfowitz),
the second highest position in the Pentagon, on the scenarios.
Importantly none of the members of DPB are paid, so they
aredeliberately deployed by the Perle/Feith/Wolfowitz troika
around theworld, planting op-eds, holding conferences, such
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asthe Hudson I nstitute conference on June 18in Washington,
D.C. where the policy of breaking up Saudi Arabiawasfirst
fully laid out.

Crucial to this propaganda side of the operation are the
links of Feith and Perle outside the government, as docu-
mented in EIR' sAug. 2 Special Offprint article, “The‘Mole-
hill’ Inside the Bush Administration.” Until he joined the
Bush Administration, Feith was a director of the extremist
Center for Security Policy (CSP), headed by Frank Gaffney,
afanatical supporter of the Netanyahu-Sharon apparatus in
Israel, and linked to theright-wing Christian Zionists. In addi-
tion, during the Clinton Administration, Feith worked closely
with Perle, Wolfowitz, INSA, AEI, and theneo-conservative
Weekly Standard, churning out scenariosfor war against Iraq,
and occasionally China, at every opportunity.

Mostimportantly, Feith, who made private businessdeals
for Israeli defense companies (as did Perle,) is a “second
generation” Jabotinskyite. His father, Dalck Feith, was hon-
ored by the Zionists of America group—which opposes any
peace in Palestine and | srael—as an early member of Betar,
the youth movement founded by Jabotinsky, who had been
denounced by Isragl’s first Prime Minister, David Ben-Gu-
rion, as“Vladimir Hitler.”

Among the DPB members, “war party” operatives—
those who advocateaU.S. unilateral “war against terrorism”
that can go anywhere, anytime, with no explanation—and
Likud supporters have the strongest voice. This group in-
cludes former Congressman Newt Gingrich, the fallen angel
of the 1994 “ Conservative Revolution”; Fred Ikle, Adm. Da-
vid Jeremiah, and former CIA Director James Woolsey, all
JINSA members; and Eliot Cohen, a writer for the Weekly
Sandard and co-founder of the Project for aNew American
Century.

The other members of the DPB are: Kenneth Adelman,
Richard Allen, Martin Anderson, Gary Becker, Barry Blech-
man, Harold Brown, Lt. Gen. Marc Cisneros (ret.), Devon
Cross, Gen. Ronald Fogleman (ret.), Thomas Foley, Tillie
Fowler, Gerald Hillman, Kim Holmes, Gen. Chuck Horner
(ret.), Henry A. Kissinger, Philip Merrill, Adm. Bill Owens
(ret.), Dan Quayle, Henry Rowen, James Schlesinger, Gen.
Jack Sheehan (ret.), Kiron Skinner, Helmut Sonnenfeldt,
ChrisWilliams, and Pete Wilson.

By charter, the Defense Policy Board must announce its
meetings 15 daysin advance in the Federal register, and “all
procedures for closed meetings will be followed scrupu-
loudly.” AftertheJuly 10-11 debacle, officialsinthe Pentagon
and the State Dept. will be be watching more carefully what
the Perle gang is up to.

To reach us on the Web:
www.larouchepub.com
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Pollard remains in prison serving a sentence of life without
parole. Bryenwas luckier than Pollard, and today, Bryenis an
established member of the neo-conservative network gunning
Wl'ly Does Perle Have for a global war against Islamic and Arab countries. But the
Perle-Bryen nexus is no less dangerous to U.S. interests than

Security Clear ance? the network for which Pollard worked.

The Steven Bryen Case

The following timeline, of events too important to be
swept under the rug, is taken frarhe Armageddon Network.

The Pentagon events of July 10-11in Richard Perle’s Defense March 8, 1978: The Pentagon delivered a top-secret
Policy Board (DPB), in which Perle reportedly plotted a cam-memorandum to the Senate Foreign Relations Committee,
paign to fire uniformed military leaders who oppose the war  titled “DOD Analysis of Saudi Request to Purchase F-15
in Iraq, and which featured a now-notorious discussion ofFighter Aircraft.” The memo was classified “Secret Nonfor,”
waging aggressive war against Saudi Arabia—a U.S. military =~ meaning that it was not to be shared with any foreign govern
and political ally—again raise long-standing questions aboumment or foreign national.

Perle’sagenda. The primary question: Why Perle hasnotbeen March 9, 1978: Washington lobbyist Michael Saba wit-

fired as head of the DPB, now that the anti-Saudi briefing hasessed a discussion at the coffee shop of the Madison Hotel,
been repudiated by both the Bush Administration and the between Steven Bryen and at least three Israelis, presumec
RAND organization (whose employee gave the briefing); ande officials of the Israeli Ministry of Defense, traveling with

why he remains trusted to have security clearance. then-Minister of Defense Ezer Weizman. Bryentold the Israe

These were pressing matters of U.S. national security als, “I have the Pentagon documents on the bases, which you
long ago as 1984. In that year was published a remarkable  are welcome to see.” He assured them that there was a sta
book, The Armageddon Network, which documented an FBI at the National Security Council, involved in arms sales, who
investigation of a high-level Senate staff member and close  “is with us.” After the Israelis and Bryen departed, Saba—
Perle collaborator—Steven Bryen—for allegedly passingexecutive director of the National Association of Arab Ameri-
classified information to Israeli government agents, in order  cans (NAAA) for two years—wrote notes from the conversa-
to sabotage relations between the United States and Araipn, and prepared a sworn affidavit.
nations. The book, a first-hand account written by business- March 10, 1978: Saba met with Sen. James Abourezk
man Michael Saba, provides massive documentation in théD-S.D.), who arranged for him to meet with Deputy Attorney
form of investigative records obtained under the Freedom of ~ General Benjamin Civiletti, to discuss the previous day’s inci-
Information Act (FOIA). dent. At the meeting, Saba was introduced to John Dauvitt,

It is a chilling reminder of the activities of a network of ~ Chief of the Department of Justice Internal Security Division.
Israeli “moles” inside the Washington policy establishmentin extensive meetings in Washington with attorney Tom
who are today pushing for war against Iraq, Iran, and Saudi Shack, Saba prepared a 13-page affidavit. He also met wi
Arabia. It is all the more alarming because the two centraBill Quandt, Middle East desk officer at the National Secu-
figures inThe Armageddon Network are central to the Iraqi rity Council.
war drive today: Perle at the DPB, and Bryen at the Jewish  April 1, 1978: Journalist Nick Luddington wrote an arti-
Institute for National Security Affairs. From the JINSA plat-  cle for Associated Press, detailing the Saba account of Bry-
form, Bryen, using his connections to the Likud troika of en’s alleged espionage activity for Israel. Luddington re-
Perle, Paul Wolfowitz, and Douglas Feith in the Defense De- ported, from a confidential Defense Department source, the
partment, is able repeatedly to appear before Congressiontile day before Bryen’'s meeting with the Israelis, the Defense
committees as an “independent” expert, when he is actually =~ Department had delivered a classified report on Saudi Ar:
an agent of right-wing interests of the Israeli Likud party.  bia’s request to purchase U.S. F-15 aircraft, to the Senate

TheArmageddon Networkdocuments anincidentin 1978, Foreign Relations Committee (SFRC). In his meeting with
when the Jimmy Carter Administration was seeking approvathe Israelis, Bryen had talked about the prospect of preventing
forthe sale of F-15 fighter planes to Saudi Arabia. While there the F-15 sales to the Saudis.
never was an indictment in the case, the Bryen incident was April 6, 1978: TheWashington Post reported that Bryen
a precursor of the Jonathan Jay Pollard spy case, which  was taking a leave of absence from his SFRC post to prep:
emergedin 1985. Pollard, a spy for a secret network inside thior his upcoming marriage. The same day, FBI Special Agent
Israeli government run directly by Ariel Sharon, was arrested Stephen Pletcher called Saba, to arrange an interview abo
outside the Israeli Embassy in Washington, D.C. The Israelishe Bryen espionage allegations.
slammed the door on Pollard and his wife, who were trying  April 25, 1978: FOIA documents later obtained by
to escape from the FBI and get asylum. A decade later, thBIAAA and Saba in 1983 reveal that FBI Agent Pletcher con-
Israeli government admitted that Pollard was their spy, and  ducted his first interview with Bryen on this date. Bryen was

by Jeffrey Steinberg and Michele Steinberg

EIR August 30, 2002 National 57



asked to submit to a polygraph test, but stalled by saying he
must get the okay of the SFRC first.

May 8, 1978: FBI Agent Pletcher, in a second interview
with Bryen, told the latter of a possible espionage case devel-
oping against Zvi Rafiah, counsellor at the I sraeli Embassy in
Washington, whowasprobably one of themen at theMadison
Hotel meeting. Rafiah was assigned to kill the I-Hawk sales
to the Saudis, and solicited information from Bryen. SFRC
staffers confirm that Rafiah wasin Bryen's office three times
a week, in an area adjacent to where classified documents
were kept. The two men were often heard speaking loudly in
Hebrew, and staffers gave the impression that Rafiah treated
Bryen as someone who worked under him.

Bryen told Pletcher that Senators Clifford Case (R-N.J.),
John Sparkman, and Richard Stone (D-Fla.) had told him he
could not submit to a polygraph exam. During a 1977 trip to
Jordan that Bryen had taken with Senator Stone, Bryen had
reguested abriefing on Jordan’ smissilesystems. U.S. Ambas-
sador Thomas Pickering checked with the Pentagon and re-
fused Bryen’ srequest.

June 20, 1978: Pletcher’ sthird interview with Bryen in-
cluded several topics. Prior to the Madison Hotel meeting,
Senator Stone had sent a letter to the Defense Department
reguesting classified dataand satellitephotosof the Tabruk air
base in Saudi Arabia. Bryen's name was cited on the request
letter. The Pentagon refused.

Aug. 14, 1978: A Washington “friend” called Saba in
South Dakota to tell him that President Carter was able to
salvage the F-15 salesto the Saudis on the basis of the Bryen
case. Saba was told that Bryen would soon be brought to
testify beforeaFederal grand jury probingthespy allegations.

Sept. 25, 1978: Nathan Lewin, Bryen's attorney, wrote
hisfirst letter to Philip Heymann, head of the Criminal Divi-
sion of the Justice Department. Asaresult of the letter, Hey-
mann assigned his deputy, Ron Stern, to assume oversight
over the Bryen probe. Lewin and Heymann had been close
friendsfor 20 years. When Heymann first moved to Washing-
ton in 1978, he stayed at Lewin’'s house, until he found his
own lodging. The two men had criss-crossed careers, dating
back to Harvard Law Review, clerking for Supreme Court
Justice John Harlan, working inthe Solicitor General’ s office
of the Department of Justice, and at the State Department
Bureau of Security and Consular Affairs.

Oct. 26, 1978: Saba received a cal from FBI Agent
Pletcher, who informed him that he had retired from the FBI
(onJune 1, 1978), and gave him the name of hisreplacement,
Tim Mahoney. Six weeks later, Mahoney contacted Sabato
arrange a meeting.

November 1978: Bryen returned to his duties on the
SFRC, but his return was short lived, as his sponsor, Sen.
Clifford Case had been defeated in the Republican primary
and would leave the Senate in January 1979. Bryen had been
on Case' s staff since 1971.

This coincided with the completion of a Defense Intelli-
gence Agency (DIA) analysis of the Pentagon document on
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Saudi F-15 purchases, to determine whether it could have
been the document referred to by Bryen asthe “ document on
the bases’ in his meeting with the Israglis at the Madison
Hotel. While the document was not about “bases’ per se, the
DIA analysis concluded that the document could have been
defined in such terms, as it did provide a detailed review of
military basesand military capabilitiesof all themajor nations
of the Middle East, including Saudi Arabia and even Isragl.
The Justice Department revealed that Bryen's fingerprints
were found al over the documents. The Justice Department
did not revea publicly whether they had found fingerprints
of Zvi Rafiah on the same.

Nov. 13, 1978: Seymour Hersh wrote a story in the New
York Times, reporting that CIA Director Stansfield Turner
had fired career CI A officer David Sullivan for passing classi-
fied CIA material to Richard Perle, then astaffer working for
Sen. Henry “ Scoop” Jackson (D-Wash.). There was pressure
on Jackson from the CIA to take similar action against Perle,
but the Senator refused.

Saba also cites Hersh' s book on Henry Kissinger, which
recounts an earlier incident, in which FBI wiretaps of the
Israeli Embassy in Washington reveal ed that Perle was pass-
ing classified National Security Council documentsto thels-
raglis.

Jan. 26, 1979: A Department of JusticeAction Memoran-
dum by Davitt and Joel Lisker requested authority to convene
an investigative grand jury, since Lewin and Bryen had re-
fused to cooperate with deposition offers.

Feb.9,1979: Bryenleft the Senate staff and became exec-
utive director of the Coalition for a Democratic Mgjority,
an antecedent to the present-day neo-conservatives, many of
whom are with Perle today at the American Enterprise Insti-
tute (AEl). The group’ smembersincluded: Sen. Henry Jack-
son (D-Wash.), Sen. Daniel Moynihan (D-N.Y.), Ben Wat-
tenberg, Jeane Kirkpatrick, Elliott Abrams, and Norman
Podhoretz.

March 5, 1979: Relations between Lisker/Davitt and
L ewin had becomeso strained that Deputy Assistant Attorney
General Robert Keuch was sent to meet with Lewin, in an
attempt to set ground rulesfor adeposition. Lewin demanded
that questionsbelimited, and that no questionsbe asked about
Bryen'stiesto the lsrael lobby.

May 25, 1979: Keuch wrote on Heymann's | etterhead to
Davitt and Lisker, approving the convening of an investiga-
tivegrand jury, to conduct an unrestricted probeinto thealle-
gations of espionage and violations of the Foreign Agents
Registration Act by Bryen.

May 31, 1979: Lewin learned of the authorization for
convening the grand jury.

June 7-8, 1979: Lewin had two phone discussions with
Heymann and they reached an agreement on alimited deposi-
tion of Bryen, to avoid the need for the grand jury probe.
Lisker and Davitt sought documents and interviews from the
SFRC and the new committee general counsel, Patrick Shea,
and set limiting ground rules, including that he be present at
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all interviewswith SFRC staff.

Sept. 6, 1979: Lewin wrote to Heymann, protesting that
Lisker was suggesting that there might haveto betwo deposi-
tion sessionswith Bryen, given that the SFRC was stalling on
providing documents that would be necessary for full ques-
tioning of Bryen. The SFRC had set further restrictions, in-
cluding that Senator Case, Bryen, and Lewin had the right
to pre-screen all documents before they were turned over
to Lisker.

Oct. 10, 1979: Message to Keuch that “PBH [Heymann]
wantsto closethis—Joel will get letter to Lewintelling him.”

November 1979: Lisker memo to Davitt reporting that
he had finally gotten accessto four committee documentsthat
prove that Bryen was “furnishing information to the Isragli
Defense Ministry.”

December 1979: Bryen became executive director of the
Jewish Institute for National Security Affairs. The group was
founded in 1976 as a study group on U.S.-Israeli security
affairs, but with the appointment of Bryen, JINSA would
become a major propaganda and recruiting organ for Israel
within the ranks of the U.S. military. INSA under Bryen
pushed for U.S. military bases in Israel and opposed arms
salesto Saudi Arabia, which JINSA accused of financing I ragi
and Pal estine Liberation Organization terrorists.

April 1980: The NAAA filed an FOIA request to the FBI
on the Bryen probe.

August 1980: The FBI wrote to the NAAA confirming
that it had located 600 pages of documents responsive to the
FOIA request.

June 7, 1981: Israeli Air Force jets bombed the Osirak
nuclear reactor in Baghdad, Irag.

Aug. 3, 1981: Richard Perle was confirmed as Assistant
Secretary of Defense for International Security Policy. His
nomination had been held up for weeks because of his an-
nounced intention to name Bryen as Deputy Assistant Secre-
tary of Defense for ISP (Bryen did not have to be confirmed
by the Senate, so the Perle hearing afforded the only opportu-
nity to probe the spy allegations against him). Senators John
Warner (R-Va.), Jeremiah Denton (R-Ala.), and James Exon
(D-Neb.) put ahold on the Perle nomination, pending revela
tions about Bryen. Eventually Scoop Jackson negotiated a
deal whereby the Senators would be given access to the FBI
fileson Bryen, in return for unfreezing the Perle nomination.

Aug. 19, 1981: David Sadd met with James M cCue of the
Defense Department Clearance office regarding Bryen.

Sept. 28, 1981: William H. Taft IV wrote to the NAAA
that the Bryen “fi les do not provide sufficient basis’ to deny
him security clearances. Taft was the general counsel to the
Secretary of Defense.

Nov. 13, 1981: Fred Ikle, Deputy Secretary of Defense,
wrote to the NAAA that Bryen had been granted his security
clearance, and would assume his full duties as Perle' s assis-
tant. (Iklé is today a member of Perle's Defense Policy
Board.)

November 1981: NAAA wasso furiousat the coverup of
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the Bryen espionage matter, that it hired FOI A expert attorney
Robert Belair of Kirkpatrick, Lockhart, Hill, Christopher, and
Phillips, to take the case to Federal court.

Around the same time, areview of the papers of the late
Sen. Clifford Case that were donated to Rutgers University
in New Jersey, revealed that Bryen used his work for Case,
and 1975 appointment to SFRC staff (Case was the ranking
minority member) to sabotage U.S. strategic relations with
Arab countries. By January 1978, Bryen wasthe staff director
of the Senate Foreign Relations Subcommittee on the Near
East and South Asia, and worked closely with Sen. Richard
Stone, the subcommittee chair. Throughout this period, Bry-
en’ spriority wasblocking salesof fighter jetsto Saudi Arabia
and Jordan, and preventing Saudi Arabiafrom building upits
Tabruk Air Force Base with U.S. aid. One document found
in the Case files was amemo from Bryen to Case just before
the Madison Hotel meeting, in which Bryen wrote that Saudi
Arabia lacked the money to purchase U.S. F-15s that had
been offered.

October 1982: Shoshana Bryen, wife of Steven Bryen,
who hasreplaced himasexecutivedirector of INSA, brought
a delegation of American military and others to Israel and
L ebanon, and weretoured through southern L ebanon by Ariel
Sharon. Thiswasonemonth after themassacresof Palestinian
refugees at Sabra and Shatila camps in Beirut by Lebanese
Phalangists, with complicity of the Israeli Defense Forces.

December 1982: NAAA received apartial FOIA release,
including heavily redacted documents, which, nevertheless
confirmed that the Justice Department and FBI had been at-
tempting to conduct aserious probeinto the Bryen spy allega-
tions, and that there had been previous reports from SFRC
staffers that Bryen was passing classified information to
Israel.

Dec. 28, 1982: Douglass Wood of Justice Department
FOIA division wrote amemo indicating that 450 pages out of
the 600 pages on the Bryen investigation were missing from
thefile. However, he assured that the original case agentshad
their own file copiesand that the material would berecovered
and made available as appropriate.

April 6,1983: NAAA filed alawsuit in Federal District
CourtinWashington, D.C. under FOIA, to obtain the missing
documents. The government admitted that the full 600 pages
had been found, and that an additional 400 pages were also
discovered.

April 17,1983: Jeff GerthwroteaNew York Timesexpose
of Perle’s ties to Israeli corporations. Gerth focussed on
Shlomo Zabludowicz and his son Chaim, proprietors of
Soltam Ltd., Etablissements Salgad, and Tamares Ltd.,
which, in 1980 alone, paid Perle’s Abington Corp. $90,000
in commissions and consulting fees.

July 1983: Monitin magazine reported on an | sraeli com-
municationsfirm, Tadiran, half-owned by General Telephone
and Electric and half-owned by Elron/Elbit, Israeli defense
firms. Thearticlenamed Zvi Rafiah asaTadiran “ consultant”
onsalesto the U.S. Department of Defense.
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McCain Bill Deepens Organized
Crime’s Lock on Government

by Jeffrey Steinberg

New Yorker magazine's resident John McCain propagandist ~ Amitay, the former longtime executive director of AIPAC,
Elizabeth Drew recently wrot€itizen McCain (duly depos-  flaunted the Zionist Lobby’s PAC attack on Hilliard and Mc-
ited on theNew York Timesnonfiction bestseller list), lauding Kinney: “This shows that there is a price to pay for taking a
the Arizona mobbed-up legislator and his Campaign Financeosition that is out of step with the view of most Americans.”
Reform Bill as the best things to hit Washington since Teddy  Of course, Amitay was lying through his teeth about the issue:
Roosevelt (see review iBIR, June 21). But, if the truth be that sank McKinney. In fact, most Americans shared McKin-
told, the so-called McCain-Feingold Act is the biggest boost  ney’s and Hilliard’s disgust at the Nazi-like atrocities com-
to organized crime’s control over the Federal governmentmitted against the Palestinian people by the Israeli Defense
since McCain bankroller Charles Keating was hauled off to Forces, since Sharon took power.
Federal prison in the 1990s, leaving far more than five mem- What worked against McKinney and Hilliard was the
bers of the House and Senate with gaping holes in their wallets pure, corrupt power of money: AIPAC-run PAC money, ant
and offshore bank accounts. the personal cash of the legions of AIPAC lemmings, who
While cutting off all “soft money” contributions—except  blindly put their money where AIPAC’s mouth is.
from Indian tribes with huge gambling revenues, which dot  After November 2002, when the McCain-Feingold Act
the landscapes of McCain’s Arizona and pol-pal Joe Lieber-  goesinto effect, the power of the PACs, especially the AIPAC
man’s Connecticut—the Campaign Finance Reform Billnexus of tightly intertwined PACs, which trace all of their
made no dent in the power or contributions of political action  seed funding to the Michael Milken-Charles Keating swin-
committees (PACs). PAC power, particularly AIPAC (Amer- dlers loot of the 1980s and early '90s junk-bond and savings
ican Israel Public Affairs Committee) power was in full dis- and loan scams, will be even more powerful.
play in two recent Southern primaries, when out-of-state Zi-  Under the guise of “campaign reform,” Bull-Mooser Mc-
onist Lobby PAC money and the individual contributions  Cain delivered a big payback to his financial angels in orga-
of members of dozens of AIPAC-run PACS defeated twonized crime.
incumbent members of the Congressional Black Caucus, who
dared to be critical of Israel's own serial war criminal, Ariel Washington Post Spillsthe Beans
Sharon, the current Prime Minister. The con-job behind McCain’s “campaign finance reform”
Alabaman Earl Hilliard was defeated in the June 25Dem-  has now become so transparenttlaghithgton Post, on
ocratic Party primary by Artur Davis, a candidate who wasAug. 18, 2002, finally decided to spill the beans.
overtly put up and bankrolled by out-of-state Zionist Lobby Under the headline, “PAC Attack II: Why Some Groups
interests, to the tune of hundreds of thousands of dollars, pluare Learning To Love Campaign Finance Reform,” Thomas
reportedly an ample supply of Election Day pocket cash, with B. Edsall and Juliet Eilperin wrote, “Instead of reducing the
which to buy votes. Davis had been escorted around the floggower wielded by special interest groups in American elec-
of the AIPAC convention in Washington, D.C. weeks before  tions, the McCain-Feingold reform bill is magnifying that
the primary vote, like a prize poodle. power and making PACs, thiétes noiresof Common Cause
On Aug. 20, Rep. Cynthia McKinney (D-Ga.), who had and other good government groups, key players in campaign
enraged the Zionist Lobby and some Republicans by her reinancing once again.”
fusal to accept the “official version” of the events of Sept. 11, The authors continued, “Now, the McCain-Feingold ban
2001, and had demanded a thorough and transparent investin the use of soft money by the national parties has abruptly
gation, was defeated by a political neophite, Denise Majette, made ‘hard money’—smaller contributions of up to a maxi-
an African-American judge, who received over a million dol- mum of $2,000 by an individual—crucial to the survival of
lars in campaign dole, almost exclusively from out-of-state politicians. That favors PACs and business groups, which ca
Zionist Lobby PAC rats. actas ‘bundlers’ ofindividual contributions by gathering like-
InaNew York Timesinterview, published Aug. 22, Morris minded people from around the country to give the maximum
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amount permitted to many different campaigns. Well-con-
nected lobbyists and trade associations with large Rolodexes
will be among the best equipped to capitalize on the new law,
which places a premium on the ability to raise tens, if not
hundreds, of $1,000 to $2,000 donations.”

The (Jewish) Mother of All PACs

In 1992, Lyndon LaRouche commissioned abook-length
profile of the links between the Meyer Lansky-founded Na
tional Crime Syndicate and the Anti-Defamation L eague of
B’'nai Brith. The book, The Ugly Truth About the ADL,
became an underground bestseller, with over 250,000 copies
placed in circulation in the first year of its release. Within
days of the release of the book, in January 1993, a scandal
erupted in San Francisco, where the ADL was caught in a
criminal espionage operation, targetted against civil rights,
labor, Arab-American, and political activists—including
several West Coast political associates of LaRouche. The
ADL dirty tricks operations included attacks on a number
of elected public officias, including former Congressman
Pete McCloskey (R-Calif.), a leading spokesman for the
rights of Arab-Americans and for Palestinians living under
Israeli occupation. McCloskey filed a lawsuit against the
ADL, and after nearly a decade of litigation, won a substan-
tial out-of-court settlement for his clients, all victims of the
ADL spy games.

The Ugly Truth About the ADL revealed the role of the
ADL, theMilken swindlerscabal, and AIPAC, inthecreation
of scores of political action committees, which were, in fact,
one single entity, operating in violation of the Federal elec-
tions laws that placed a $5,000 ceiling on PAC contributions
to an individual candidate. While some of the factual data
may now be out of date, The Ugly Truth. . . provided aroad
map to the ADL-AIPAC illegal PAC operations that is as
accuratetoday asit wasadecade ago, when thebook waspub-
lished.

Giventheroleof Senator McCaininthe blackmail opera-
tionsagainst President George W. Bush, and given McCain's
pivotal rolein deepening the hooks that organized crime will
have, after November 2002, into the Washington political
arena, we reprint below, the text of the ninth chapter of The
Ugly Truth About the ADL.

The Best Government
Dope Money Can Buy

In 1974, Richard Nixon went down for the count as the
result of the botched Watergate break-in at the Democratic
National Committee’ sheadquartersin Washington, D.C. dur-
ing the 1972 Presidential campaign. As reporters, Congres-
sional committees and special prosecutors pored over the de-
tailsof the Watergate scandal, evidence of apattern of bribery
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Rep. Cynthia McKinney (D-Ga.) was defeated in her re-election
bid on Aug. 20, by a million-dollar mobilization in the Democratic
primary by out-of-state Zionist Lobby PACs. The power of these
PACs has grown enormously, thanks to John McCain’ s Finance
ReformBill.

and coverups emerged that ended up contributing to Nixon's
resignation even more than the break-in itself.

Sincethefall of Nixon, the American political lexicon has
been blessed with such Watergate of fspring as“ Debategate,”
“Cartergate,” “ Irangate,” “ Bushgate,” and “Iraggate.” Politi-
cal corruption scandals have become as American as apple
pie.

Y et despite this growing addiction to political deaze, the
vast magjority of Americans are totally oblivious to the fact
that on any given day, the ADL and its fellow hooligans in
what is euphemistically dubbed the “Zionist lobby” (the
“Dope lobby” isafar more appropriate description) commit
crimes against the American electorate that make Watergate
seem tame by comparison. Blackmail, extortion, and bribery
are such routine tactics of the Zionist lobby that its primary
target-victims, the United States Senate and House of Repre-
sentatives, have been turned into political mush, incapable of
governing under the best of circumstances, and completely
paralyzed in the face of the current political and economic
crises.

Whilethemediahad |led the charge against Congressional
incumbents, appealing to a justified “throw the bums out”
sentiment building among the majority of voters, the sad real -
ity is that unless the power of the Zionist lobby is cut down
tosize, any newly el ected Congresswill belikelambswalking
to the slaughter, and nothing will change.

Officially, both the ADL and its leading collaborator in
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An organizer in
Seattle distributes
EIR sdossier on
Senators John
McCain and Joseph
Lieberman,
exposing their ties
to organized crime
and the“ Clash of
Civilizations” drive
for war against the
Arab and Muslim
world.

this corrupting of the Congress, the American-lsrael Public
Affairs Committee (AIPAC), areforbidden from engaging in
political campaigning due to their tax-exempt status. Both
groups have managed to systematically break the electoral
and tax lawswith impunity—Ilargely due to the fact that they
have placed fellow travelers in key posts in the Executive
Branch regulatory agencies that are supposed to monitor the
activities of groups benefiting from the tax exemptions: the
Federal Election Commission (FEC) and the Internal Reve-
nue Service (IRS).

Spreading Nar co-Dollars

A glimpse at how the Zionist lobby has used the power
of the narco-dollar to corrupt and control the Congress is
contained in alawsuit filed in Federal court in Washington,
D.C. on Aug. 10, 1992. The suit, filed by a group of retired
U.S. diplomatsagainst the FEC, chargesthat theagency failed
to impose sanctions against AIPAC for functioning as an un-
registered political action committee. Even though the Gen-
eral Counsel at the FEC agreed that AIPAC had violated the
law, the Commissioners decided in July 1992 not to take any
action against the group.

According to the court papers, AIPAC secretly controls
at least 27 different political action committees (PA Cs) (other
investigators place the figure at 59), and uses them to funnel
enormous amounts of money to candidatesfor Congresswho
support AIPAC's political agenda. Under the FEC statutes,
strict limits areimposed on how much money can be givento
an individual candidate by asingle PAC. The purpose of the
regulationisto curbthe power of special interest groupsinthe
financing of candidates. By running dozensof PACs, AIPAC,
according to the suit, illegally circumventsthe law.

62 Nationd

The case of the Joint Action Committee for Political Af-
fairs(JACPAC), oneof the27 PACsnamed inthesuit, under-
scoresthetight relationship among AIPAC, the ADL, and the
political committees. JACPAC lists among its directors the
wivesof ThomasDineand Stuart Eizenstat. Since 1980, Dine
hasbeentheexecutivedirector of AIPAC. Eizenstat, formerly
domestic policy adviser to President Jimmy Carter, isthehead
of theNational Jewish Democratic Council (NJDC),anADL-
dominated organi zati on dedi cated to winning control over the
Democratic Party and placing as many of its members as
possible on the staffs of Congressmen, governors, and
mayors.

And where does al of the money come from to buy up
the hundreds of Congressional seats currently owned by
ADL-AIPAC?

A brief ook at the Roundtable PAC, one of the 27 outfits
cited inthe lawsuit as AIPAC-owned, answersthat question.
Roundtable PAC was founded in 1981 by a group of leading
ADL and AIPAC officials and contributors, led by Malcolm
Hohlein, the head of the Jewish Community Relations Coun-
cil of New Y ork. From day one, it was housed in the Manhat-
tan offices of atax shelter firm called Integrated Resources.
Integrated was a thinly veiled money conduit for Michael
Milken and his crew of junk bond peddlers and dope money
washers at Drexel Burnham. In fact, Drexel CEO Stephen
Weinroth, the liaison between Milken and Ivan Boesky in
their insider trading scams, was a director of Integrated. All
of Milken’s prime “investors’ socked their money into Inte-
grated as atax dodge. All of them also poured contributions
into the Roundtable PAC.

Among the biggest donors to Roundtable: Ivan Boesky,
Robert Davidow (Milken’s personal aide at the Beverly Hills
office of Drexel), and the sons and daughters of Meshulam
Riklis, Laurence Tisch, Saul Steinberg, and Paul Milstein (of
Carl Lindner’s United Brands).

When the Roundtable PAC holds its meetings, guests of
honor include, respectively, New Y ork and MinnesotaAttor-
neysGeneral Robert Abramsand“ Skip” Humphrey, andN.Y.
Sen. Daniel Patrick Moynihan. All are regular recipients of
AIPAC PAC dollars. In return for such generosity, Senator
Moynihan in 1986 shepherded a tax code revision through
the U.S. Congress that gave Integrated Resources an added
$43 million in tax breaks. With friends like Moynihan in
key posts in the U.S. Senate, Integrated could afford to be
generous—at least for awhile.

The relationship between Milken and Integrated was so
tight that within three months of Milken’s indictment in
March 1989 for insider trading, Integrated defaulted on $1
billion in short-term loans. It seems that without the running
pipeline of hot money from Milken's bottomless Caribbean
cash pool, Integrated was | ost.

The AIPAC-ADL-run political action committees, in
short, represent the combined financial clout of the Lansky
dopesyndicate! Any similarity between ADL-AIPACandthe
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genuine national interests of the state of Israel or the Jewish
peopleispurely coincidental .

All told, 211 candidates for the U.S. House and Senate
from 48 states received money from the ADL-AIPAC PACs
between Jan. 1, 1991 and March 31, 1992. Of the 211 recipi-
ents, 187 wereincumbents. Thetotal amount giveninthat 15-
month period waswell over $2 million, making ADL-AIPAC
thesecond largest source of institutional money to candidates
for Federa office, second only to the combined donations of
all of the labor union PACs. By October 1992, that figure had
soared past the $3 million mark.

The ADL-AIPACPACsdon’t funnel themagjority of their
money into Jewish candidates, or even into candidates run-
ning for office in states where there are large Jewish popula-
tions. More typical of the kinds of officeholders and candi-
dates who receive AIPAC payoffs is Richard C. Shelby, a
first-term Democratic U.S. Senator from Alabama who has
recently gained notoriety for pushing adeath penalty bill for
the District of Columbia. Shelby received $67,800 from the
AIPAC PACsin the 15 months beginning in January 1991,
with acareer total of $133,825.

Another record-setting recipient of AIPAC largessis Sen.
Tom Harkin, thelowaDemocrat who ran an unsuccessful bid
for the Democratic Presidential nomination in 1992. Harkin
came into the Senate in 1984 by defeating incumbent Roger
Jepsen, who in 1981 had cast adecisive vote against AIPAC
in a fight over the sale of AWACS surveillance aircraft to
Saudi Arabia. In his first Senate bid, Harkin received over
$100,000 from the AIPAC combine. His career totd in Al-
PAC money is astaggering $366,130!

A total of 29 current incumbent Senators and Congress-
men have received over $100,000 in illegal contributions
fromthe ADL-AIPACPACs. A dozenhavereceived $50,000
or morejust for their 1992 re-election campaigns.

That “dirty dozen” are: Richard Shelby (D-Ala), M€l
Levine (D-Cdlif.), Timothy Wirth (D-Colo.), Daniel Inouye
(D-Hawaii), Barbara Mikulski (D-Md.), Christopher Bond
(R-Mo.), Kent Conrad (D-N.D.), Robert Packwood (R-Ore.),
Arlen Specter (R-Pa.), Harris Wofford (D-Pa.), Thomas
Daschle (D-S.D.), and Robert Kasten (R-Wisc.).

PlumbersUnit

Narco-dollarsarethekey tothe ADL’ shold over theU.S.
Congress, but theL eagueand its Al PA C associateshave other
trump cardsaswell. Both groups operate secret, highly illegal
spy units that gather blackmail material and carry out dirty
tricks against political opponents.

When Richard Nixon got caught running such a* plumb-
ersunit” at the offices of the Committeeto Re-Elect the Presi-
dent (CREEP) in 1972, the American people demanded his
scalp. It remainsto be seen what the reaction will be now that
AIPAC has had its first damaging defection—from its own
“plumbers unit.”

Gregory Slabodkin worked for a number of yearsin Al-
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PAC’ sPolicy Analysisunit. Slabodkin eventually got turned
off by some of the dirty deeds he was ordered to carry out by
the unit’s chief, Michael Lewis, and he quit hisjob and went
public with his story. Not surprisingly, Michael Lewisisthe
son of Dr. Bernard Lewis, the Oxford-trained Arabist who
wasthearchitect of the Carter administration’s* Arcof Crisis’
policy which abetted Ayatollah Khomeini’ s slamic Revolu-
tion in Iran and the spread of fundamentalism throughout
theregion.

Policy Analysis, the super-euphemistic namegivento Al-
PAC’s"plumbers,” maintainsdossierson thousandsof Amer-
ican activists—many of them Jewish! University professors
who criticize AIPAC or ADL’s activities are placed on a
blacklist. Their lectures are monitored by spies, who occa
sionally stage noisy disruptions. Their homes and cars are
vandalized. University alumni linked to ADL and AIPAC
threaten to pull financial backing from the schools unlessthe
targetted faculty members are immediately fired or blocked
from tenure.

Members of Congress are cast as either friends or targets
of theADL-AIPAC syndicate. If they areonthefriendlieslist,
they may bethe reci pients of weekly computerized blackmail
dossierson some of their colleaguesand other policy shapers,
which are caled “Activities.” The “Activities’ dossiers are
sent out in plain white envelopes bearing no organizational
emblems. Deniability isapriority, and thewholefilthy black-
mail and extortion program was 100% deniable—until Sla-
bodkin’'s defection, complete with reams of AIPAC docu-
ments.

AIPAC's unit maintains a singularly close link to the
ADL’s parallel Fact Finding department, which engages in
the exact same kind of activity. In fact, shortly after Thomas
Dinetook over asexecutivedirector of AIPAC, hehired Amy
Goott asthefirst full-time staffer of the Policy Analysisunit.
Goott had worked for years at the ADL; her shift of address
was apparently blessed by her bosses at the L eague, and she
continued for a period of time to work for both agencies,
thereby assuring near-total integration at the covert opera-
tionslevel.

One feature of the job that ultimately got under Gregory
Slabodkin’s skin was the fact that many of his targets were
themsel ves prominent Jewish activists, usually affiliated with
left-wing causes in both the United States and Israel. Many
wereoutspoken criticsof thelsraeli Likud government’ sbru-
tality toward the Pal estinianslivingintheoccupiedterritories.
Many simply favored apeaceful and equitable solution to the
Arab-lsragli conflict. Many of these Jewish activists were
treated to the same violence and vicious smearing by ADL-
AIPAC that was meted out to Palestine Liberation Organiza-
tion (PLO) officials!

This “McCarthyite” targeting of prominent Jews who
simply bucked the ADL or AIPAC on some policy issue or
fi nancial deal underscoresthefact that theleagueand AIPAC
are anything but a Jewish “ defense organization.”
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Editorial

Infrastructure as National Security

Speaking to nearly 100 youthful campaign workersand  was talking nonsense in Texas—what we should have
volunteers in Los Angeles on Aug. 17, Lyndon done is, said, ‘The United States government is goipg
LaRouche challenged President George W. Bush’s“so-  to ensure that rail and air traffic are maintained; that we
called ‘economic summit’ of a sleeping President,” in do not lose that quality, we do not lose that capability.
the only way that can change such adisaster. By making  And, the Federal government is going to interyene to
LaRouche’s own Presidential campaign the leadingget that thing straightened up.’
Democratic campaign for the Presidency, the White “Now, that’s going to mean raising some mpney.
House can be made to get serious about the real “ecdt's going to mean a change in the present Federal Re-
nomic fundamentals”—our collapsed national infra-  serve System; a change in the laws in Congress| going
structure. To quote LaRouche: back to a Franklin Roosevelt approach to these kinds
“What we should do, of course . . . is, recognizing  of problems. That must be mmmeWhat if these
thatthe rail system and the air-transport system, as presompanies break up in three months? What if the legd-
ently constituted, is aressential, national security  ing air-transport companies of the United States begin
asset—national economic security asset—meaning, to break up, go into irreversible disorganization, over
the nation would be seriously damaged ifthisthingwere  the next three months, which is now a quite-pr¢bable
to be disrupted, if this were not developed. Thereforesituation? This would be a national security disaster.
under a situation like this, the government must inter- “We have no national security disaster in Irag. We
vene into areas of basic economic infrastructure, puhave an Iraq policy, whichis a national security disaster,
them back under regulation, provide credit for their ra-  butIraq is not our problem. Our problem is chieflyfright
tional reorganization, and expansion, and im-here!Inthe United States: Our mismanagement of qur
provement. own society.
“For example: The problem with rails in the United “Roosevelt faced that kind of situation in 1932-33,
States, the fundamental problems—why we can'teven  when he was running for President, and when |he first
usetrains that are improved trains—is because the trackecame President: Take emergency action, to save fhis
has not been maintained. The track is not safe to use at  nation; not merely to deal with the crises, whigh were
high speeds. The systems are old and antiquated. Wmresented, but to launch programs, using the power of
need, therefore, a national railway development pro-  government to do this, to set things into motion. As a
gram, as ammergency program, at this time. We need result of what he did, in the public sector, and by certajin
a national air-transport development program, so that,  reforms, he created the condition under which we had a
while we're trying to reorganize air traffic companies very successful—on balance—a very successful prgg-
rationally, we must make sure they continue tofunction;  ress in economic development, over the periogl from
thatthe maintenance required for aircraft continues, and933, actually until 1964. There was a general impro
competently; that aircraft are upgraded, so they don't  ment, despite the injustices, there was a gendral, net
crash on your roof, or trying to get out of the airport— improvement, in the conditions of life in the Unite
that sort of thing: So, you must go back to a regulated  States and, to a large degree, outside the United States,
system, which is government-protected. That does nads a result of that change.”
mean you have to de-privatize everything, butitmeans EIRwill publish next week, LaRouche’s challeng
you have to regulate it. in full, and an outline of the most important infrastru
“And, the only competentresponse—andit'sanur-  ture building, financing, and requlating required
gent, emergency response, which areal President woulgsponse to the economic breakdown which his ca
have made, at the time that the vacationing President  paign uniquely can make happen.

the
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tfraud of the Information Society, and
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