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LaRouche Says
Cheney Must Resign




Economy in Crisis:
Are You Ready Yet
To Listen to

" Lyndon
. LaRouche?

"On the time-scale of history, the
terminal moment of our nation’s
recent follies has now arrived. Now, if
our nation is to survive, we must
acknowledge, that the leading trends
in policy-influencing opinion, over the
J wumer  recent thirty-odd years, have been
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This Special Report features LaRouche’s
overview of the principles of a “science-
driven” economic recovery strategy from
the current global depression; the “Triple
Curve” collapse function of the U.S. and
world economies, and why it is qualitatively
sweesed § ] () () worse than that of 1929-33; and what must
be learned from President Franklin D.
Roosevelt’s 1933-45 recovery strategy.
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From the Associate Editor

W ith Lyndon LaRouche’s call for the resignation of Vice President
Dick Cheney,EIR has assembled this week a powerful round of
ammunition against the utopian faction that has grabbed control of
U.S. policy. Walking in the footsteps of Britain’s H.G. Wells and
Bertrand Russell, and draping themselves in the mantles of Julius
Caesar and Napoleon, this grouping—of whom Cheney is the most
exposed institutional focal point—is driving the world toward perpet-
ual war, the better to maintain their imperial domination. Or, so
they hope.

But they are highly exposed and vulnerable. Their strategy is
insane; their economy is bankrupt; there is widespread international
opposition to what they are doing. They can be defeated, if we move
fast, under LaRouche’s precise direction.

Our Feature documents how the Cheney-Wolfowitz grouping
first put together what has now emerged as the “new” U.S. national
security doctrine of pre-emptive war, as early as 1990, when the
demise of the U.S.S.R. was on the horizon. Their utopian imperial
doctrine was that the United States should move pre-emptively, in-
cluding by military force, to preverany nation from rivalling its
power, worldwide. They tried to foist this on the Clinton Administra-
tion, but were substantially blocked. Even the malleable G.W. Bush
did not initially accept it—until the events of Sept. 11, 2001. While
we cannot say precisely who was responsible for those Sept. 11 at-
tacks, we reiterate what LaRouche has said consistently since the
morning of Sept. 11: that domestic U.S. military-intelligence forces
had to have been responsible. And we can say now, precisely, who
the beneficiaries of 9/11 were.

In this context, the unanimous vote of the Italian Parliament for
aresolution demanding “a new global financial architecture” assumes
great strategic significance. This is a victory for LaRouche’s effort to
bring about a New Bretton Woods system. Italian Rep. Giovanni
Bianchi, in motivating the resolution during the parliamentary de-
bate, said, “Letus notlet. . .asomehow prophetic figure, like Lyndon
LaRouche, who had forecast the destiny of the bubble, be the only
one to carry on this issue.” If other nations follow Italy’s lead now,
this will be the most powerful flank to defeat the utopian Chicken-
hawk faction.
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[talian Parliament Votes For
New World Financial System

by Claudio Celani

After hearing a Senator proclaim, “Let us not let . . . a pro- the support of Chamber of Deputies Chairman Ferdinandc
phetic figure, like Lyndon LaRouche . . . be the only one toCasini, to seek a unanimous vote of approval, such that it
carry onthisissue,” the Parliamentof Italy on Sept. 25became  would have a maximum impact on government foreign ecc
the first national legislature to mandate its government tonomic policy. A precedent for such a decision was the vote in
promote internationally “a new financial architecture ableto  favor of the resolution on foreign debt in the year 2000, solic-
support the real economy and to avoid speculative bubbleised by the Pope’s call for a remission of debt for poorer
and financial crashes.” Such anew financial architecture must ~ countries &aily 21, 2000).
be the answer, the resolution says, to the current “crisis of the However, this time it was clear that the fight would not be
whole financial system.” easy, because the motion called for a reform of the whole
The resolution (reproduced below) is the conclusion of ainancial and economic system, and—it happens in the best
series of Parliamentary motions and resolutions of important  of families—resistance was expected by forces which oppos
Italian cities, all initiated by the LaRouche movementin Italy; such a reform. But, as the parliamentary debate shows, a nice
it represents a compromise motivated by the intention of  fighttook place and the opposition did not succeed in emasct
achieving unanimity among all political parties. Inthe procesdating the final resolution, which kept the fundamental ele-
leading to the final draft, it was softened in some aspects, ments of 1) calling the crisis a systemic one; and 2) calling fo
changed in some others, and new elements were added. Denew world financial architecture to protect the real economy
spite that, it constitutes an excellentimpetus for other nations’  from financial speculation. This success is to be attribute
Congresses and Parliaments to rapidly build a world coalitiorentirely to the influence of Lyndon LaRouche, whose unique
for a “New Bretton Woods” conference out of the systemic role in forecasting the collapse of the international financial
financial collapse, as specifically proposed by U.S. Presidersystem was recognized during the debate. The successis even
tial pre-candidate Lyndon LaRouche. more important, because it took place in the midst of another
The Italian resolution was originated by a motion on thedebate, on the Iraq issue, in which the pro-war faction has
Argentine economic crisis, written by the chairman of the polarized the Italian political spectrum, and has so far pre-
Italian LaRouche movement, Paolo Raimondi, and by econovented a bipartisan consensus.
mist Nino Galloni, Director General of the Italian Welfare
Ministry. The original motion was presentedfirstin the SenatéAr gentine Crisisand New Bretton Woods
last March, by Sen. Oskar Peterlini, and eventually in the The fact that the resolution is dedicated to Argentina,
lower house of parliament, the Chamber of Deputies, by Rep. indicates the global significance of Argentina’s 2001-200:
Sigfried Brugger, a member of Senator Peterlini’s parliameneconomic meltdown, and also the important role which that
tary faction. South American country plays in the hearts of Italians, many
It soon became clear that the motion had a great potentiadf whom still have relatives who emigrated to Argentina in
for a large bipartisan majority, and it was thus decided, with  the early 20th Century. When the Argentina crisis struck las
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Lyndon LaRouche speaksin Milan in August 2001, one of LaRouche's many invitations to explain his New Bretton Woods idea, which led
to the Parliament’ s historic Sept. 25 vote. At left, the original Bretton Woods monetary conference convoked by Franklin Delano Roosevelt
in 1944.

year, aspontaneous wave of sympathy grew in Italy, prompt-
ing the government to implement early support initiatives
which bypassed the International Monetary Fund's
watchdogs.

But the Argentine crisis, as Rep. Siegfried Brugger
stressed in opening the parliamentary debate on Sept. 23,
“is not specific to that nation, but concerns the whole Latin
American continent; where Mexico and Brazil, for instance,
have been led by the IMF to the edge of a crash like the
Argentine one—and other nations, such as, for instance, Tur-
key or even Poland; inavery strong manifestation of thecrisis
of thewhole system, whichisemphasized inamore and more
tangible and quantifiable manner also in the United States, in
Japan, and Europe. Therefore, a durable solution for Argen-
tina can take place only in the context of atotal productive
reorientation, and a reorganization of the international eco-
nomic and financial system.”

Brugger then, asin hisoriginal motion, reminded the As-
sembly of the position taken by the Catholic Churchin Argen-
tinain its open letter on foreign debt, and pointed to a series
of measures to be taken in order to re-establish Argentine
sovereignty over its economy. He called on the government
to support, in particular, the request for cancelling theforeign
debt, as well as projects for relaunching investment in the
productive economy. “Otherwise, as concerns the crisis of
the whole international financial and monetary system, the
government must commit itself to carry out, inall forums, the
request for atotal revision of therole and of the policy of the
International Monetary Fund, and to undertake, in particular,
the initiative of proposing to convoke a new international
conference, with heads of state and government, likethe con-
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ference held in Bretton Woods, New Hampshire in 1944, to
the purpose of founding anew international monetary system,
and taking thoseinitiatives necessary to eliminate the mecha
nisms that created the speculative bubble and the systemic
financial crash, and to start reconstruction programs for the
world economy.”

Brugger’ sinterventionwassupported by thenext speaker,
CarlaRocchi, aformer trade unionist who isamember of the
Socia Democratic (DS) party. But theexpected ambush came
soon after, carried out by areal blue-blooded member of the
aristocracy, Marquis Gian Paolo Landi di Chiavenna, who
happens to be the spokesman for immigration policies of Al-
|leanzaNazional e, amember of theruling coalition. Inalong,
pedantic intervention, Landi di Chiavenna described the
1990s economic policy of disgraced former Argentine Eco-
nomic Minister Domingo Cavallo (the IMF s man) in apolo-
getic terms, calling it an “economic recovery;” and blamed
the* corrupt palitical class,” and not the IMF, for the collapse.
He posed conditions for the approval of the Brugger motion,
first of al eliminating from the text the proposal for foreign
debt moratoria.

Theirony isthat MarquisLandi di Chiavennahad signed
the original Brugger motion—a fact which other representa-
tives stressed later on. Why had he changed his mind, or
who had convinced him to change it? This was clearly an
intervention from the highest levels, aimed at sabotaging the
motion.

Thenext speaker, Rep. Marco Boato, from Brugger’ sfac-
tion, faced Landi with this contradiction: “It seemed | had
seen your signature,” and quoted IMF Managing Director
Horst Kdhler himself, who admitted the IMF sresponsibility

Economics 5



in the Argentine crisis. Asfor Argentina s “corrupt political
class,” Boato said, when three Presidents are replaced in a
few days, “the credibility of the political classisindeed at a
very low level,” and you have an “institutional crisis.” But
such a polemic is nonsense, because “we all know that the
economic-financial bankruptcy isaccompanied also by a po-
litical bankruptcy.”

A Global Collapse

These aspects were stressed more forcefully by Giorgio
Benvenuto, former chairman of the House Banking Commit-
tee, and currently international economic spokesman for the
DS party. Benvenuto declared that “we are facing a crisis of
the world financial system, characterized by a speculation
which is out of control.” He described the explosion of the
Argentineforeign debt from 1991 to 2001: “ The responsibil-
ity liesinthefact that to cover the debt, one should have dealt
with the question of increasing the competitiveness of the
system. . .. Therein lies the problem of the IMF policy. It is
not possibleto cover thedebt if you start adeindustrialization
policy, which was pushed by the macroeconomic policies
adopted starting in 1991.” Therefore, Benvenuto said, “there
isresponsibility onthesideof thegovernment, thereiscorrup-
tion, there is capita flow abroad, there is privatization; but
wewould bemaking avery serious mistakeif wedid not pose
the problem of responsibility, and of mistakes committed by
the international institutions.” Benvenuto supported the idea
of an international conference (“we recall the great impor-
tance of the Bretton Woods systemin 1944”) to build “anew
international monetary system.”

Thefirst phaseof thedebatewasclosed by thegovernment
representative, Deputy Minister for Foreign Affairs Mario
Baccini. Baccini, from the Christian Democratic party CCD,
basi cally supported the Brugger motion, sayingthat “ on many
issues, the government has nothing to object to. There are
elements for a common evaluation of a crisis, which is not
only acrisis of the Argentine ruling class. | believe that it
would be unduly limited to discuss here the domestic aspects
of policy.” Baccini spoke of “acrisis of the entire geographic
area,” and, referringtothel MF and other bankinginstitutions,
said that in his meetings in Washington, he “explained to
those gentlemen that on many occasions, the primacy of poli-
ticsmust overcomethelogic of numbers.” Neverthel ess, Bac-
cini proposed to “reformulate” the text, in order to “find all
political forces united on a problem concerning in particular
Argentina.”

TheFinal Text

The next day, the final text was drafted. An agreement
was found on a text which would include part of a separate
motion, presented by Rep. Luca Volonté, which supports
and expands the bilateral actions aready undertaken by the
Italian government in support of the Argentine economy,
such as credits for the health system and small enterprises,
commercia agreements, and immigration policies. On this

6 Economics

A Resolution supporter, Lombardy Region Gov. Roberto
Formigoni, presented an award to LaRouche's collaborator,
Schiller Institute Vice President Amelia Boynton Robinson, one
day beforethe vote.

last issue, a highly controversial sentence was added, which
facilitates visas for Argentines of Italian origin who want
to return to Italy. It was correctly observed that such an
action would impoverish Argentina, instead of strengthening
it, and the all-party agreement threatened to collapse. It was
then decided to divide the resolution into three parts, to be
voted on separately, so that most of it could get a unanimous
vote, and the “controversial” part could be passed with a
simple majority.

It was also decided that the original LaRouchianformula-
tion “convoke a new international conference at the level of
heads of state and government, like the one which took place
in Bretton Woodsin 1944,” should be replaced with “pursu-
ing, in the competent international forums, the activity of
studying and proposing a new financial architecture.” This
formulation is more generic—and therefore weaker—but it
does not contradict it. In regard to future initatives by other
national legislative bodies, here there is room for im-
provement.

However, before the vote on the new text—which now
iscalled aresolution, becauseit isadeliberative act—several
spokesmen pointed out that the desired model for a new
financial architecture, is exactly the Bretton Woods one. In
particular, Rep. Giovanni Bianchi, who spoke as a represen-
tative of the center-left group La Margherita, reminded the
legislators of Lyndon LaRouche' srolein starting thisinitia-
tive. “Not by chance,” Bianchi said, “one speaks of a new
Bretton Woods. | believe that we are in such an evident
disorder that the need and the demand for some order is
necessary. Let us not let ... a somehow prophetic figure,
like Lyndon LaRouche, who had forecast the destiny of the
bubble, be the only one to carry on this issue. Well, Italy’s
and Argentina's destiny lies within these international
events, and | believe that this resolution is a step to deal
with it.”

EIR October 4, 2002



Documentation

[talian Parliament’s
Resolution 6-00030

Passed Sept. 25, 2002

The Chamber of Deputies, Finding That:

The escalation of banking and financial crises—starting
from the 1997 crisesin Asia, Russia, and Latin America, up
tothemorerecent collapseof theNew Economy intheU.S.A.,
to the giant, ongoing Japanese banking crisis and the bank-
ruptcy of Argentina—cannot but be of concern, to the general
population, the ruling classes, enterprises, investors, and sav-
ers, becausethisisnot a series of isolated cases, but rather, is
the manifestation of a crisis of the whole financial system,
characterized by financial speculation which has reached the
level of $400 trillion (of which $140 trillion alone occursin
the United States), as compared to a world gross product of
about $40trillion (which difference has been growing during
recent last years);

Between Italy and Argentina, there exists, in addition to
arelationship of strategicpartnership, whichinvolvesparticu-
lar obligationsfor cooperation, aswell asvery strong cultural
linksresulting from acommon history, shared by generations
of Italian emigrants, and, lastly, numerous joint education
projectsresulting from cooperation among the universities of
both countries;

The Italian government has already intervened promptly
to support the Argentine economy; re-including this nation
among the beneficiaries of the Italian Fund for Devel opment
Cooperation; increasing the personnel of consular and diplo-
matic offices in Argentina, intervening to support small and
medium-sized Italian enterprises; promoting, together with
non-governamental organizations in Argentina, initiatives
aimed at mitigating the effects of the crisis on weaker social
layers; and dealing with the health emergency by sending
medicines and supplying health services;

[The Chamber] Mandates the Government

To proceed with the already-undertaken action, to foster
the identification of a solution to Argentina’s economic, fi-
nancial, and socia crisis, including in consideration of the
significant presence of Italian citizens, and of citizens of Ital-
ian origin, with special reference to the most-impoverished
population layers;
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Touse, tothat purpose, al availableinstruments, with the
Development Cooperation[fund] inthefirst place; to support,
also with direct participation, projectsto relaunch investment
in the productive economy;

To support the introduction, among the European Com-
munity system of generalized preferential tariffs, a group of
products exported by Argentina, so asto favor the economic
recovery of small and medium-sized enterprises;

To support initiatives promoting culture and science and
teaching of the ltalian language, with specia regard to activi-
ties aimed at enhancing the image of our Country in those
sectorsin which it excels;

To give adequate priority, in the agenda of the European
Commission, totherealization of aninterregional EU-Merco-
sur agreement which could help and support the Argentine
economy;

To strengthen forms of bilateral and multilateral coopera-
tion through international agencies to develop and defend
the environment;

To reconsider the possible request for restructuring the
quota of Argentine foreign public debt owed to Italy, in the
framework of multilateral agreements with the ‘Club of
Paris’;

To strengthen measures and interventions in social wel-
fare and health sectors in favor of the most impoverished
layers of the population, also in collaboration with non-gov-
ernmental organizations,

Toundertake, in particular, theinitiative of continuing, in
responsibleinternational forums, the activity of studying and
proposing anew financial architecture capable of supporting
the real economy and avoiding speculative bubbles and fi-
nancial crashes;

To undertake any reasonable political and economic ini-
tiative, aimed at ensuring that the Argentine government pays
maximum attention to Italian savers affected by the crisis of
thefinancial system;

To consolidate, on abroader level, relaunching of Italian
policy towards Latin Americaas awhole—aboveal in view
of thenext semester of EU chairmanship—givingthispriority
in national foreign policy, in consideration of the traditional
political and cultural bonds connecting us to that region, of
the broad and articulated presence of our co-nationalsor citi-
zens of Italian origin in the whole continent, and of a strong
and well-established entrepreneurial presence;

To facilitate the return of Italian citizens resident in Ar-
gentinaand, morein general, in Mercosur, in the framework
of amorerational management, closer to the national interest,
of immigration flows.

Initiating Signers

Volonte, Brugger, Ricciotti, Boato, Landi di Chiavenna,
Benvenuto, Rossi, Rocchi, Intini, Pisicchio, Moroni, Pisapia,
Colle, D’ Agro, Gianfranco Conte, Pistone, Spini.
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J.P. Morgan Chase Vaporizing Market
Capitalization

(Billions $)
U.S. Banks Lead Global ™7
. . 100
Financial Collapse o
Merger —
by John Hoefle 80

Caught between rising levels of unpayable debts and afailing7
economy, the U.S. banking system is disintegrating. Only by 0 -
ignoring the vast wasteland that the banks count as assets on
their books, are the banks able to keep their doors open. Orp0
top of that, the indications are growing that two of America’s
largest banks, J.P. Morgan Chase and Citigroup, have beed®
secretly taken over by the Federal Reserve to keep theirinsol-;
vency out of public view. There are also rumors that Bank of 1999 2000 2001 2002
America has received a line of credit from the Treasury, to
calm nervous counter-parties.

Some might argue that these banks are solvent, citing
their publicly disseminated balance sheets as proof, and good. Citigroup had $9.5 trillion of derivatives in the seconc
indeed the banks do publish figures which show black inkquarter, backed by stockholders’ equity of $86 billion, mean-
on the bottom line; but these balance sheets are, to put it  ing it would take a loss equivalent to a whopping 0.5% of it
politely, pure fiction. We have already seen the banks podierivatives portfolio to wipe out its equity capital. Bank of
billions of dollars of losses on companies such as Enron and America’s $10 trillion in derivatives gives it a wipe-out point
WorldCom, and there are a lot more hidden losses in th@f0.9%. Forthe U.S. banking system asawhole, the compara-
corporate world than have been revealed so far. Were corpo-  ble figure is 1.2%.
rate America to publish an honest set of books, the loan This incredibly thin margin is all that stands between a
losses alone would sink the banks, and the level of loans  nominally solvent U.S. banking system and a total collaps
pales in comparison to the level of off-balance-sheet derivaand there indications that some banks have already gone over
tives and other funny business. The U.S. banking system as  the edge.
a whole, and the big derivatives banks in particular, are Morgan Chase, for example, has seen its market capital-

likely bankrupt several times over. ization drop sharply in recent mofilgsi(e 1), making the
o bank worth less than Chase Manhattan was alone, before it
Vaporizing Banks acquired J.P. Morgan. In effect, all of J.P. Morgan and a chunk

Leading the pack is J.P. Morgan Chase, the world’'s  of Chase have simply vaporized, and the plunge is continuing
largest derivatives bank. Morgan isn’t really a bank anyMorgan Chase’s market capitalization is off 74% from its
more, but a giant casino specializing in the derivatives mar- post-merger peak, while Citigroup is off 50% from peak and
ket. As of June 30, 2002, it had over $26 trillion in deriva- Bank of America is off 27%.
tives—up $2 trillion from the first quarter—compared to These banks are in a death spiral, and no amount of marke
just $207 billion in loans, which amounts to $127 in deriva- manipulation, such as the desperation moves now being tried
tives for every dollar of loans. In fact, the bank has more in Japan, will be able to save them.
credit derivatives outstanding—$278 billion—than it does
loans. Morgan has over half the credit derivatives held byWWave of Scandals
all U.S. banks, easily topping Citicorp’s $106 billion and Related to this collapse is the current wave of scandals
Bank of America’s $77 billion. hitting the banks, reflecting their descent ever deeper into

Morgan’s derivatives exposure is so great, that a lossinethical and even criminal behavior, in an attempt to fleece
equivalent to just 0.16% of its derivatives portfolio would be enough money out of their customers to maintain the appear:
enoughtowipe out every nickel of its $43 billion in stockhold- ance of solvency.
ers’ equity, making it insolvent by any standard. Faced with declines in corporate lending, the big banks

Only compared to Morgan Chase does Citigroup lookincreased their credit card and consumer lending businesses
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by expanding into the sub-prime market, where higher fees
and interest rates could be charged to customers with poor
credit records.

To bolster its consumer-lending business, Citigroup
bought Associates First Capital, the largest U.S. consumer
finance company, in 2000, merging it into its CitiFinancial
unit. In March 2001, the Federal Trade Commission filed suit
against Citigroup, charging Associates with “systematic and
widespread abusive lending practices.” On Sept. 19, 2002,
the FTC announced it had reached a settlement with Citi-
group, under which Citi would pay $240 million, the largest
consumer-protection settlement fine in agency history.

“The Commission will not tolerate the fleecing of sub-
prime borrowersthrough deceptive lending practices,” stated
FTC Chairman Timothy Muris.

The banks are aso catching flak for their use of shares
in initial public offerings (IPOs) and hanging “for sal€”
signson their analysts’ stock ratings to drum up investment-
banking business. Earlier this year, Crédit Suisse First Bos-
ton, a unit of Switzerland's Crédit Suisse, paid $100 million
to settle charges that it gave certain hedge funds | PO shares
in exchange for inflated commissions on other stock trades,
and the bank faces possible criminal charges on other 1PO-
related abuses. In May, Merrill Lynch paid $100 million to
settle charges by New York State Attorney General Eliot
Spitzer that it traded favorable ratings on Internet stocks to
bolster its investment-banking business. Spitzer, who called
Merrill’s actions “a shocking betrayal of trust by one of
Wall Street’s most trusted names,” is also investigating Citi-
group’s Salomon Smith Barney for both IPO abuses and
tainted research.

The National Association of Securities Dealers (NASD)
also investigated Salomon Smith Barney, charging it with
issuing “materially misleading” reports on the telecommuni-
cations company Winstar. Salomon agreed to pay a $5 mil-
lion fine for touting Winstar as a good buy to its customers,
even as the company collapsed. “What occurred in this case
was aserious breach of trust between Salomon and itsinvest-
ors,” said Mary Schapiro, NASD’ shead of regulatory policy.

Thelarger point which must be made, however, isthat it
was common knowledge, on Wall Street and in Washington,
that these practices were occurring. These practices were
known, defended, and even aided by the so-called private
regulatory bodies, government regul ators, and Congressional
oversight committees. Only after the dot.com and telecom
bubbles have popped, and the money stopped flowing, arethe
regulatorstaking any action.

Depressing Economy

Whilethe banks augur in, the physical economy isfalling
with breathtaking speed. One indicator of this is the record
current account deficit reported in the second quarter; at $130
billion, it isnot only the highest quarterly deficit in U.S. his-
tory, but alarger deficit than any other nation hasever reported
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for afull year! The major component in the current accounts
deficit is the trade in physical goods, in which the U.S. im-
ported $123 billion more in goodsthan it exported, reflecting
adecline in domestic manufacturing.

At the same time, domestic debt is soaring, with U.S.
credit market debt rising $600 billion in the second quarter,
to $29.8 trillion. Household debt topped $8 trillion for the
first time, even while the net worth of households plunged by
$1.4 trillion, mainly due to evaporating stock markets. The
conjunction of rising debt and falling net worth isyet another
indicator of economic collapse.

Home mortgage foreclosures also hit arecord in the sec-
ond quarter, with nearly 640,000 homes put into foreclosure.
Whilethat representsonly 1.2% of the total home mortgages
outstanding, it wasthehighest foreclosureratein the 30 years
the Mortgage Bankers A ssoci ation has been keeping records.
Ancther 4.8% of al home mortgages were at least 30 days
delinquent, the highest level since 1985.

Global Meltdown

Thenewsisno better outsidethe United States, with mar-
kets falling all around the world, and desperate measures a
sign of thetimes.

In Germany, insurance giant Allianz has begun a mass
sell-off of itsstock market portfolio, in an attempt to stemthe
decline of its capital base. Other insurers, including Munich
Re, are also selling, further depressing German and other
stock markets.

In Japan, Bank of Japan Governor Masaru Hayami an-
nounced on Sept. 18 that the central bank would begin buying
some of the sharesheld by hisnation’ sbanks. Japanese banks
hold large amounts of stock in the nation’s industrial and
infrastructure companies, and Hayami’ s action is an attempt
to protect Japanese banks and companies from the effects of
the global blowout.

In Ibero-America, the values of nationa currencies are
plunging versus the dollar, making it even more impossible
for those nations to pay their dollar-denominated debt and
escalating their inevitable descent into default. Seven of the
ten worst-performing currencies in the world thisyear arein
Ibero-America, falling against the dollar even as the dollar
fallsagainst other major currencies.

Thisis a systemic, global collapse, with no recovery in
sight absent LaRouche' s recovery plan.

[J LAROUCHE IN 2004 [

www.larouchein2004.com

Paid for by LaRouche in 2004.

Economics 9



ruptcy of theentire global systerwhich is causing the prob-
lem in Tokyo. Until Japan’s elites come out in public and
demand a new monetary system on a global level, they won't

Japan’s Emergency Steps  vefacing reality.

Fall Short on Crisis TheBank of Japan Plan
Bank of Japan officials toldEIR that the stock-buying
by Kathy Wolfe plan is meant to protect the banks, not the market. “These

new initiatives are not a stock market price-keeping opera-

tion” one BOJ source said. “These are policy measures to
As another fall on Wall Street drove Japan’s Nikkei index enhance financial institutions’ efforts to reduce their share
toward the 9,000 danger mark, Bank of Japan (BOJ) Governdroldings.” The BOJ is not proposing to buy stocks on the
Masaru Hayami made the surprise announcement on Sept. open market from all sellers, or all stocks from all bank
18, that the BOJ will intervene to “buy [stock market] sharesAt the demand of U.S. deregulation “experts,” Japan a de-
directly from the banks, not through the market” in Japan.  cade ago enacted a series of U.S.-modelled bank deregul
Stock market gyrations “have become arisk to Japan’s bankson measures known as “Big Bang.” Under these laws,
and could threaten the stability of financial markets and the Japanese banks are being forced to sell their holdings
financial system,” Hayami told the press. The collapse of théndustrial shares on a legal timetable—as it happens, right
Wall Street bubble by over 25% since May alone, and the  in the middle of a global stock market implosion. If the
accompanying collapse of Japan’s Nikkei and European maibanks simply do as the laws demand, core Japanese industrial
kets, will be the “focus of the Group of Seven” International companies such as Toyota and Fujitsu will see their stock
Monetary Fund leadership meeting Sept. 27-29, Tokyo's collapse to nothing. The BOJ says that Japan’s government
miuri Newsreported. Leaders are so desperate to “stop the has some obligation to ease the process, and not to let dere
current stock price falls” that the BOJ action may be the mairation collapse prices even lower than Wall Street’s crash
subject of discussion. has done.

On Sept. 25, Nihon Keizai (Nikkei) news service re-  Japanese banks have held shares since they were first
ported that the BOJ is now asking the government for new  created in the 19th-Century Meiji Restoration. BOJ chief
legislation to allow the central bank to inject capital into Hayami, in his Sept. 18 press conference, explained that this
failing private banks right away. As it stands now, the BOJ is a major difference between the U.S. and Japanese systen
is unable to do so, unless Prime Minister Junichiro Koizumi“In Japan, banks own a large amount of stocks. Except for
formally declares that Japan “faces a financial crisis,” which ~ Germany, there are no other countries that do so,” Hayarr
Koizumi again refused to do in a Copenhagen speech teaid. But now, with world markets crashing, “reducing this
the Asia-Europe Meeting Sept. 22. BOJ Deputy Governor  riskis an urgent task from the viewpoint of ensuring financial
Yutaka Yamaguchi on Sept. 25 visited the presidents ofystem stability.” Hayami was pointing to the shared Japa-
several top Tokyo banks, demanding they write off bad nese and German heritage of “industrial banking,” where
loans much more rapidly—a move which could bring severabanks’ mandate is to create industry; large portions of Ja-
banks toward technical bankruptcy, requiring emergency  pan’s major industrial stocks are still held by banks.

BOJ funds injections. Nikkei’s list of stocks held by Japan’s Top Four bank

The combined stock holdings of Tokyo’s eight major ~ groups—Mizuho, Bank of Tokyo-Mitsubishi, Mitsui Sumi-
bank groups totaled $210 billion at the end of March, the BOlomo, and UJF—overwhelmingly features industrial and in-
said. Nikkei reported on Sept. 23, citing BOJ sources, thatthe  frastructure companies like Toyota, Honda, Nippon Stee
BOJ plans to buy as much as $144 billion in stocks from theMitsubishi Heavy Industries, Hitachi, Asahi Glass, Fujitsu,
banks over the next six months. Neither Hayami nor the BOJ Matsushita, Japan Railways, and Tokyo Electric Power, alon
would confirm any figure. with IT, financial, and real estate stocks. Hayami noted the

While the LondorFinancial TimesandWashington Post  BOJ could hold the stocks “as long as ten years,” indicating
screamed “Bailout!” in fact Japan has the right to protect itsthe seriousness of the policy.
banks and its core industrial companies. Industrial stocks in
Japan “are already below real value, and Japan’s equity mu$tailure on Global L evel
not be allowed to collapse further” due to the crash of the After Hayami's Sept. 18 statement, the Tokyo stock mar-
global bubble, as New York Asian analyst Henry Liu noted. ket recovered slightly. But two days later, the Finance Minis-
Rather, equity should be “semi-nationalized, as they are doingy held a $14.7 billion (1.8 trillion yen) auction of 10-year
now,” to protect the national patrimony. government bonds and, for the first time ever, was unable to

Japan’s real error now is actually their attempt to patchfind enough buyers!
up the Japanese financial system alone. In fact, it is the bank- Criticism from outside Japan has also been intense. O
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City of London source told EIR on Sept. 20, that the BOJ
plan “to buy worthless shares’ and the failed bond auction—
something that “even in the darkest days of 1998" has never
happened—areindicationsthat “ Japan is plunging into asys-
temiccrisis’ inthe near future. But Tokyo officials say Japan
must attempt to protect its industrial base from what is a
global, notalocal Japanesecrisis. “ Thestocksheld by Japan’s
banks are not worthless,” objected one, “These are not
dot.com stocks or Enron or WorldCom; these are the stocks
of Japan’s premier industries.”

Unfortunately, neither Hayami nor the BOJ s official
statement mentioned thefundamental cause of Japan’ scrisis:
the collapse of the global asset bubble, led by that of the
“Great Wall Street Bubble” of the 1990s, which is now
dragging the entire world into depression. This bubble was
caused by the post-Bretton Woods floating-exchange-rate
monetary system—uwhich has meant no monetary system at
all. Thisinturn produced the “ Enron Mentality” of the“Wall
Street Business Model” whose collapse is nhow devastating
world production.

Neither Japan nor any other nation can solve such prob-
lemsusing purely “domestic methods,” EIR Founding Editor
Lyndon LaRouche commented. Even sweeping domestic

measures can not touch the problem, whose root is not inside
Japan. What isrotting out Japan istherot of the dollar-based,
IMF-centered global system, LaRouche repeated again in a
recent interview.

Governor Hayami was closer to the mark in August,
when he warned that the dollar is poised for a bottomless
collapse. Thelogical consegquence of that, isthat someratio-
nal new global monetary system is needed, such as
LaRouche's proposal for a New Bretton Woods, to replace
today’ s non-system of floating rates. Now even the IMF, in
its World Economic Outloolof September 2002, warns of
an uncontrolled dollar crash. “The question is not whether
the U.S. deficit will be sustained at present levels forever—
it will not—but more when and how the eventual adjustment
takes place.” “ The overvaluation of the dollar has not yet
been corrected,” the IMF warns, “and an abrupt and disrup-
tive adjustment remains a significant risk.” Such an event,
would have an “adverse impact on the international finan-
cial system.”

Japan is a world power, with considerable authority at
the world negotiating table now. To save its economy and
its world market, Japan is responsible to propose global
solutions rather than acting like a local player.

Korea Solution:
‘Iron Silk Road’

“Truly momentouschanges aretaking place ontheK orean
Peninsula’ South Korean President Kim Dae-jung told the
Asia-Europe Meeting (ASEM) summit in Copenhagen on
Sept. 22. “We have opened a new chapter in the inter-
Korean relations,” Kim said. “ Agreements reached in the
South-North Joint Declaration . . . are now being trans-
lated into concrete actions. In particular, the reconnection
of the inter-Korean rail and road, which began last week,
bears great significance in that it leads to the easing of
military tensions. More specifically thebarbed wirefences
along the DMZ are being removed, evenif only inlimited
sections. There will be considerable exchanges between
the two Koreas in the socia and cultural fields and eco-
nomic cooperation will flourish. Thiswill herald ahistoric
shift towards a united Korean Peninsula

“The reconnection of the inter-Korea rail link holds
even deeper meaning. It completes a land link between
Korea and Europe, which we like to refer to asthe ‘Iron
Silk Road.” Thiswill provide an unprecedented opportu-
nity to realize the lofty ideal of ASEM, a united commu-

The Korea “unification train” prepares to enter the Demilita-
rized Zone in celebrations on Sept. 18.

nity. Trains departing from Europe will be able to cross
theEurasian continent to arrivein K orean destinationssuch
as Seoul and Busan, theworld’ sthirdlargest container port
and a gateway to the Pacific. Likewise, trains departing
from Korea also will be able to reach Western Europe,
thereby forming a connection to the Atlantic. This will
result in a drastic reduction in both logistics costs and
transportationtime. . . . Whenthe‘lron Silk Road’ iscom-
pleted, Asia and Europe will come closer as one commu-
nity in the spirit of cooperation.”

EIR October 4, 2002
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Business Briefs

California

Companies Withheld
Power in Blackouts

After more than a year and a half of stud
the California Public Utilities Commission
released its report Sept. 17, which conclud
that the blackouts suffered by the state
2000 and 2001 were caused by compan
withholding available power. Between No

vember 2000 and May 2001, five compa-the height of the January 1999 Brazili

nies—Duke, Dynegy, Reliant, Mirant, an
AES-Williams—withheld 37-46% of their
available generating capacity, the repd
found, which power could have avoide
most, if not all, of the blackouts. The reaso
the report states, was to create a shortage
sis to drive prices up as high as possible.

While the charges were contested by t
companies—which continue to claim tha
twice as many megawatts of capacity we

fell again on Sept. 23 to 3.565, an all-tim '70s. And there’s now a wave sweeping

low. Brazil's benchmark bond—whic across Latin America, that's both political

makes up one-third of all trading in develop- and economic in nature, that seems to repre-
ing-sector debt internationally—lost 4% gf  sent a repudiation of this statement.”

its value, and is now worth just under 53% Fleischer stumbled, asserting that “Latin

of par. America and Central America are real suc-

The renewed acceleration of Brazil’ cess stories in many cases,” naming El Sal-
march towards default, combined with U.$.  vador and Peru as proof. The reporter came
esconomic troubles, caused even the “safe- back:

inhaven” preferred by fools—Mexico—to b Q: “Then why are the economies

esit. The Mexican peso fell 1.7% on Sept. 1 stagnant?”

- to0 10.18 to the dollar, its lowest level sinc| Fleischer: “Well, | think economies can
always be stagnant. In capitalist countries,
and in free and democratic countries, there’s
growth and there’s recession and there’s re-

traction. . . .”

0 blowout. It fell further to 10.255 on Sept. 2

and Mexico’s Central Bankintervenedbyi
rtcreasing its withdrawal of liquidity from th
d economyto 100 million pesos daily. The C
N, lombian peso fell 1%, to hitanewrecordlo
Criof 2,809 to the dollar. Venezuela’s bolivar

fellyetagain, by 1.1%, to 1,466 to the dollaf.
ne  Seven of the world’s ten worst-perform

Asia

idle in February 2001 as compared to Feb
ary 1999, due to the need for repairs—tl
report cites many specific cases which be
this. In one, a power plant owner refused

offer power to the state Independent Syst

Operator, haggling over the price. Butwh

grid operatorsinsisted the power was nee

to avoid blackouts, the company called ba
and said the plant was unavailable due to
quality restrictons.

Other investigations into the Californi
energy crisis continue. The Federal Ener
Regulatory Commission announced on Au
13 aformalinvestigation into misconductb
Avista Corp., El Paso Electric, and three E
ron affiliates, for manipulation of short-ter
electric and natural gas prices. The prob
in coordination with the Department of Ju
tice and Securities and Exchange Co
mission.

Finance

Brazil Leads Plunge of
S. American Currencies

at ing currencies this year against the dollar{—: HP
rewhich itself has fallen—are in Ibero S‘Jper Rice Only
u-America. Thus farin 2002: Argentina’s peso TWO t0 ThreeY ear s Off

ehas lost 73%; Venezuela’'s bolivar, 48%; Uf-

leuguay's peso, 47%; the Brazilian real, 32 ' Singapore’8usiness Day reported on Sept
oColombia’s peso, 19%; Mexico's pesd, pg o u yrep pt.

. X =27 19 that farmers in key rice-producing Asian
mLO%:; and the Chilean peso, 9.5%. Think of - \nries are expected to start growing high-

B o s e - eking supet e nwo o e years
kcreases in foreign debts and’soaring costfa-ad rsing populations, accordmgtoase_mor
itof imports ' §C|ent|st from a non-government organiza-
: tion. Use of the hybrid rice, now grown on
50,000 hectares of farmland in China and be-
ing tested abroad, is expected to expand
steadily, Gurdev Khush, consultant atthe In-
ternational Rice Research Institute, said at
the Institute’s conference on Sept. 17.
Almost all of the people in Asia, or 60%
of the world’s population, rely on rice as a
staple. Khush, often considered as one of the
fathers ofthe 1960s Green Revolution for his
an  work in developing high-yielding rice
e strains, sees “super rice” making up a fifth
White House briefing Sept. 20: of the world’s key paddy fields in the next
Q: “The national securitydocumentsays  five years. Khush said China’s super rice is
that the lessons of history are clear in themainly grown in the southwestern province
point that market economies, and not com-  of Yunnan, while the Guangxi region and Ji-
mand and control economies, are the pathto  angxi and Hunan provinces are now testing
prosperity and peace. How do you squarethe strain before growing it on larger
that statement with recent political and ecp-  acreages.
nomic events in Latin America?” China, with 1.3 billion people the
Fleischer: “I'm not sure | follow your | world’s most populous nation, is the top

y
‘United States

"White House Spokesman
isFlunks Economics

"An unidentified reporter asked spokesm
Ari Fleischer a pertinent question at th

Ibero-America’s currencies are plungin

and the Brazilian currency, the real, led the sistent?”

way on Sept. 19, losing 3% of its value, t

close at just under 3.46 to the dollar—thenthe '90s was less than it was in the '60s and

12 Economics

premise. Are you saying that it's in¢oglobalrice grower, producing about 180 mil-
liontons annually. Its output makes up about
a third of the world’s rice production, indus-
try officials at the conference said.

Q: “The growth of Latin America during
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Germany

Leading Insurer
SHIs Off Stock

Allianz Insurance was selling off its stock
portfolio on Sept. 18, as Germany’s Dax
stock index crashed to anew five-year low.

While the Dax was plunging below the
3,200 mark on Sept. 18—comparedto 8,100
points in March 2000 and 5,400 points just
half a year ago—Allianz AG, the largest
German insurance company, hit the panic
button and started amass sell-off of itsstock
market portfolio in order to save at least
someitscorecapital, according to market re-
ports.

Other insurance companies, including
Munich Re, were aso selling their stock
holdings, further contributing to the market
meltdown. About 30% of the assets of Eu-
rope's insurance companies had been in-
vested in the stock markets, and more than
$165 hillion of that money has gone up in
smoke, over this quarter aone.

Thestock pricesfor Allianzitself, which
stood above 400 euros two year ago, have
fallen below the 100 euro mark, the lowest
level in nine years. The Dax on Sept. 19 hit
its lowest close since February 1997. The
Nemax-50 index of the German “New Mar-
ket” fell to ahistoric low, below 400 poaints,
compared to 9,600 pointsin March 2000.

Russia

Economic Monthly
Features EIR Expose

“The Last Superpower, in the Debt Noose,”
istheheadlinegiventoaRussiantranglation
of the EIR article by Richard Freeman and
John Hoefle, “Rollover of U.S. Debt Will
Yield Weimar Hyperinflation,” as published
in the September issue of the Russian
monthly Valyutny Spekulyant (Currency
Dealer). Theoriginal article appeared inthe
July 5, 2002 issue of EIR. The Russian ver-
sion is illustrated with three of the graphs
from the original, plus a photograph of a
crumpled dollar hill.

A brief introduction identifiesthe source
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of thearticleas" Lyndon LaRouche’ sExecu-
tive Intelligence Review,” adding that
LaRouche right now “is one of the politi-
cians, most in demand in the entire planet.”
Referring to LaRouche's early-Summer
public appearances in Rome, VS cites him:
“He speaks convincingly about the total
bankruptcy of the existing monetary system
and proposes to convene a New Bretton
Woods conference.

“In LaRouche' sview, the establishment
of anew global monetary system will create
preconditions for world economic recov-
ery—inparticular, through theissueof long-
term, low-interest credits, earmarked for
large-scale investment projects. One of
these, which LaRouche has proposed, isthe
construction of a Eurasian Bridge.”

Uruguay

Government Seeks
A Debt Moratorium

Press on Sept. 20-21 report the desperate
government of Jorge Batlleisexamining op-
tionsfor rescheduling its debt, viaaswap of
short-term for longer-term debt, but is anx-
ious that the move not be seen as a default,
but rather an* authorized moratorium.” Gov-
ernment authorities seethisasanimplemen-
tation of IMF Deputy Managing Director
Anne Krueger's crazy scheme to alow
debtor nationstorestructuretheir debt, while
imposing severe austerity. The Uruguayan
officialsdon’t want to cause problemsfor the
country’s creditors, according to El Obs-
ervador.

For therest of thisyear and through 2003,
Uruguay must pay $2.2billionininterest and
principal, and another $1 billion in 2004. It
isscheduled to receive atotal of $3.8 billion
from the IMF/World Bank/Inter-American
Development Bank, which will be used to
pay these obligations.

Meanwhile, the country’s collapse con-
tinues unabated. Imports for August de-
clined a whopping 51%, compared to the
samemonthlast year. La Republicareported
on Sept. 23 that real wages have fallen 30%
thisyear, making thistheworst year for real
wages in the country’ s history.

Briefly

POVERTY in the United States
rose in 2001, with an increase of 1.3
million in the number of people liv-
ing below the poverty line. House-
hold incomes fell in 2001 for every
population group, dropping 2.2% for
al households. And this, in statistics
released Sept. 24 by the U.S. Census
Bureau, which do not include losses
in stocks, suffered by nearly half of
al households. The only thing in-
creasing in 2001, according to the
figures, was the income gap between
the richest and poorest Americans.

ALCATEL thelargest Europeante-
lecom equipment producer, an-
nounced the week of Sept. 16 that its
sales are dtill faling sharply this
quarter—50% for its optical compo-
nents unit—and will continue to fall
in the near term. Alcatel will cut, not
the planned 10,000 jobs by the end
of next year, but 20,000, bringing its
workforce down from 130,000 two
years ago, to 60,000 at the end of
next year. Its stock prices were cut
in half the same week to a new his-
toric low.

JOBLESS claims, according to the
U.S. Labor Department Sept. 19,
were at 424,000 in the week ending
Sept. 13; the Department revised the
previous week’s figure to 426,000,
raising the four-week running aver-
age of such new claims to a high
418,500. Continuing claims for un-
employment, for the week ended
Sept. 7, rosefrom 3.54 millionto 3.61
million, and the four-week moving
average rose by 29,500, to 3.56
million.

U.S. AIRLINES, facing financial
ruin from an Irag war, sought finan-
cia support from Congress, includ-
ing tax breaks on jet fuel, and terror-
ism insurance subsidies. Airline
executives, worried about rising fuel
and insurance costs, and fewer pas-
sengers over fears of retaiatory ter-
rorist attacks, met with lawmakers
ahead of House Transportation Sub-
committee on Aviation hearings on

Sept. 24.
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&0k Political Economy

Ibero-American Integration
And the New Bretton Woods

by Lorenzo Carrasco

We continue our coverage of the historic continental seminar20 yearsis nothing, because we did |ose time, and thousands
“Mexico-Brazil-Argentina: The Hour of Integration; March of human lives withered on the vine.
to a New Bretton Woods,” held Aug. 22-23 in the city of  Today | could say ... that we are in much better shape
Guadalajara, Mexico (seBlR, Sept. 6, for the presentations than in 1982 to build an integration movement that can pull
of the first day of the seminar). Nearly 300 political, military, our nations out of this self-destructive process. And who is
and constituency activists attended, and Lyndon LaRouchthis enemy that we have learned to recognize, this common
addressed the gathering by telephone. enemy that confronted usin the Malvinas, that confronted us
We present here sections of the Aug. 23 speech by Lorenao the Mexican moratorium, and that confronts us today, in
Carrasco, executive committee member of the Ibero-Amerihisfinal phase of destruction of the nation-state?
can Solidarity Movement (MSIA) in Brazil. In a subsequent  Thisenemy isembodied in the utopian faction of the An-
speech, Carrasco discussed the impor-
tance of undertaking major infras-
tructure projects across Ibero-America,
as the strategic complement to
LaRouche’s proposal for a Eurasian
Land-Bridge that can putthe world back
on the path of growth and development.

Y esterday, we analyzed two key devel- - INTEGRACAE 14! = =

opments that took place 20 years ago— INFEGRA O il
theMalvinasWar and the M exican debt
moratorium—and how they ended as
defeatsfor the continent. And what hap-
pened during those 20 years? Was it
time wasted? Did we simply wait for
another opportunity to come aong?
Y esterday, it was made clear that coun-
tries, from that point onward, suffered a
process of destruction, or rather, self-

destruction. But that period nonetheless Speak he Guadalai . left o riaht: O Preciad eader of th
; ; . peakers at the Guadalajara conference, left to right: Oscar Preciado, state leader of the

prﬁw?hesusw'th ameagso;:tetr?ml T g CROC trade union (Mexico); Vice Adm. Sergio Tas$ad(eez de Aquino (Brazil); Maj.

V_V 0 the enerr.1y.|s and w '§ Inten- Adrian Romero Mundani (Argentina); Jod@Pereira of the Alumni Association of the

tions are. So, it is not true that it was a Superior War College of Brazil; Lorenzo Carrasco, of the executive committee of the

lost period, but neither can we say that  Ibero-American Solidarity Movement (MSIA).
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glo-Americanoligarchy, which seekstoimposeanew Roman
Empire, apost-modern version of anew Roman Empire. This
utopian faction began to emerge in its contemporary form,
most clearly, as of 1971, when President Richard Nixon de-
stroyed the world financial system, which was the cause of
all the economic misfortunes the world faced for the next
30 years. August 1971, the breaking of the Bretton Woods
agreements, launched an erain which theworld political sys-
tem of sovereign nation-states could not coexist with, was not
compatible with, the floating exchange-rate system.

Thesearetwo essentially exclusive, essentially incompat-
ible systems, because monetary controls and the emission of
credit and money are attributes of the nation-state—perhaps
the most important attributes of the nation-state—since
money and credit are as important as having an army. They
aresymbolic expressionsof the national wealth, of thegrowth
of national wealth and of the national esteem of its citizens.
This began to become corrupted, and we can see it in its
exaggerated form in the Argentine situation, where basically
the dollar was adopted as their own currency, and at that
moment, it became clear that the limit had been reached in
the process of dissolution of that nation-state. . . .

And so, in 1982, we saw the beginning of this painful
process, which identified for uswho werefriendly forces, and
who were the enemy forces. It isinteresting that, while we
did not know [Argentina’ sCol. Mohamed Ali] Seineldin, who
wasin combat at thetime, wein Mexico werewaking up to a
very real senseof international life, because up until that time,
we had been concerned only with Mexican politics. Yes, we
had the mission to save the sovereignty of Mexico, but we
paid little attention in reality to how we were going to defend
the sovereignty of Argentinaor of Brazil.

And so, with the Malvinas War, with the campaign that
LaRouche led, the huge worldwide mobilization that he
headed, we were given aresponsibility that we couldn’t have
imagined: We were taken off the farm and told, “L ook, this
world is more complicated than you ever imagined.” And so,
the mobilization wasborn. And so, too, later inthat sameyear
of 1982, Operation Juarez, the mission for Ibero-American
integration which later led us to the creation of the Ibero-
American Solidarity Movement.

The enormous mobhilization in favor of Argentina
launched usinto South America, because LaRouche was the
only politician who, from inside the United States, came out
in defense of Argentine sovereignty, taking as his argument
the Constitutional precepts of the United Statesitself. Today,
we have in this meeting, alarge number of the protagonists
of that unique year. Seineldin wasfighting on the[Malvinas]
Islands; LaRouche was defending a principlewith an unprec-
edented mobilization; andlater, President José L 6pez Portillo
joined that fight in defense of the sovereign nation-state.

Westayed in contact with President L 6pez Portillo, and he
had the patience and kindnessto receive politically immature
youth, and to tell them that they had to ready themselves to
govern the country—which was repeated to us several times.
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Wetook it asencouragement, but not yet asaconcreterespon-
sihility. . ..

The problems we face today are not going to be resolved
merely by theideas of aseminar, or with the ideas of an elite.
Theseideasare guidelines, but war iswon by logistics, by the
improvisation of each one of the individuals who confronts
the enemy. The responsibility lies within each one of you.
Governments that are today aligned with globalization will
fall, destroyed by the very process of the crisis. If we assume
the responsibilities that lie before us, we can transform the
painful defeats of 1982 into astrategic victory, whichwewill
be able to record for all posterity.

Marivilia Carrasco

We Are in the Final
Phase of the System’s
Disintegration

MariviliaCarrasco, president of thelbero-American Solidar-
ity Movement (MS A) of Mexico, gave this speech on Aug.
23, 2002, on the second day of the seminar “ Mexico-Brazl-
Argentina: The Hour of Integration; March Towards a New
Bretton Woods.” The speech has been translated from
Spanish.

| am going to present to you apicture of how weare definitely
in the end phase of the disintegration of the current interna-
tional financial system, and of the policies associated with it
which have been implemented over the past 35 years. This
picture must be viewed from the standpoint of what has hap-
pened in Mexico, Brazil, and Argentina, ajoint view of these
three countries, which demonstrates that this crisisin fact is
also awindow of opportunity for achieving integration.

We can scientifically prove that the conditions exist for a
qualitative change in the economic situation, aslong asthere
is a political movement to achieve integration, because
changewill not occur unlesswe are capable of interveningin
theregional and global strategic situation. Thisisthe purpose
of holding thisseminar. And so, wewill aso present apicture
of the disintegration of the U.S. bubble, and its effects on the
real physical economy.

| will beginwith afigurethat showswhat everyoneknows
as“bankers arithmetic.” It isvery clear that those of uswho
learned to add 2+2, did not use the arithmetic of bankers,
who add and subtract in an incomprehensible, irrational, and
absurd way.

The most recent research we are using is that of my col-
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FIGURE 1
Mexico: Bankers’ Arithmetic
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league and friend Ronald Moncayo, together with Dennis
Small of EIR magazine. Earlier such studies were prepared
by Dennis, along with my colleague Carlos CotaMeza, of the
MSIA executive committee, who died on March 21 of this
year, and who would have liked nothing more than to partici-
pate in this event, at which we today honor his memory.

Figure 1 describes cumulative interest payments, from
1980 through thefirst six months of 2002, and Mexico’ s offi-
cial foreign debt. We owed $57 billion in 1980, and we have
paid $242 hillion in interest since then, but we still officially
owe $161 billion: 57-242=161! It is said that Mexico’ s offi-
cia foreign debt is $161 billion—public and private foreign
debt, that is—although that is not the real de facto foreign
debt. Thefigure showscumulativeinterest payments, not am-
ortization, according to World Bank sources, and that equals
$242 billion (which is four times the original debt). But the
current official debt of $161 billionisthreetimesthe original
debt. Theofficial debt includesgovernment and private sector
debt owed to the multilateral institutions, governments, and
private international banks.

Figure 2 shows the real foreign debt of Mexico. On top
of the official foreign debt of $161 billion, Mexico has an
additional de facto foreign debt of $109 billion, which in-
cludes a certain amount of government bonds (Cetes). Al-
though denominated in pesos, some of these bonds arein the

16 Politica Economy

FIGURE 2
Mexico: Real Foreign Debt
(Billions $)
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handsof foreignersand arethereforedefactoforeignfinancial
obligations. The de facto debt also includes foreign invest-
ment in the stock market, and the so-called Pidiregas, which
arefinancial obligations that, while not formally loansto the
government, nonethel ess commit the government’ s debt-car-
rying capacity. The government claims it has reduced and
stabilized the foreign public debt by approximately $80 bil-
lion over the last few years. It is true that the portion of the
public foreign debt held by multilateral agencies and foreign
governments has been reduced, but that has not reduced the
total real foreign debt, because new financial obligationshave
been contracted in the form of 10Us, the Pidiregas, to which
wewill return later.

Brazil’ ssituation iscomparable, ascan be seenin Figure
3. The government acknowledges $217 billion asthe official
foreign debt; however, the de facto foreign debt of Brazil,
accordingtoour calculations, bringsthetotal real foreign debt
to$476 billion. Brazil isfacing an explosivesituation, similar
tothebubblethat burstin Mexicointheform of dollar-denom-
inated government bonds, the Tesobonos, in December 1994.
Thedollarized domestic debt, which defactobecomesforeign
debt, is$259 billion in Brazil. We will return to this, aswell.

In Figure 4, thereal foreign debt of Argentina, Mexico,
and Brazil is compared. Argentina has areal foreign debt of
$242 billion; Mexico’sis $270 billion; and Brazil'sis $476
billion. The rate of growth of Mexico's real foreign debt be-
tween 1989 and 1994 was 14% ayear, on average. In 1994,
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FIGURE 3
Brazil: Real Foreign Debt
(Billions $)
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the crisis of the Tesobonos exploded, and Mexico fell into
bankruptcy and the entirety of the national banking system
disintegrated. The Tesobonos were paid off with emergency
foreign loans, which were then covered with a massive con-
traction of thedomestic economy. It isestimated that, in 1995,
Mexico paid morethan $70 billion in foreign obligations. So
the debt was reduced, but it nonethel ess continued to grow at
arate of about 5% ayear.

The Brazilian bubble, like Mexico's of the early 1990s,
has had an annual growth rate of 12% between 1995 and
2002. The greater part of that indebtedness are the Brazilian
equivaent of Tesobonos, the so-called NTN-D bonds, which
isthe namegiven to these domestic government bonds, which
aredenominatedindollars. That is, itisanominally domestic
debt, but in reality, they are foreign financial obligations.

Figure 5 shows the bubble of the combined real foreign
debts of Mexico, Brazil, and Argentina, which adds up to
nearly $1 trillion. Not exactly insignificant; thisis an unpay-
able bubble of $989 billion which could be defaulted on at
any moment.

The growth of the de facto foreign debt of these countries
is not the legitimate result of loans for reconstruction or in-
vestment, which, oncetheproject matures, areeasily payable.
No; what we are seeing is the dynamic of looting, plain and
simple. The debt grows at the same time that the conditions
for repaying it worsen. Inthe global system, thisisleading to
a process associated with a collapse function. For example,
devaluations of a national currency directly impact the cost

EIR October 4, 2002

FIGURE 4
Real Foreign Debt
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FIGURE 5
Combined Real Foreign Debt
(Billions $)
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FIGURE 6
Brazil: Devaluation of the Real
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FIGURE 7
Brazil: Real Foreign Debt
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of indebtedness for that country. The foreign debt, denomi-
nated in a foreign currency, usually dollars, grows in direct
proportion to the devaluation of the national currency. More
national economic resources, which are denominated in the
national currency that isbeing devalued, must be allocated to
the debt.

In the case of Brazil, as can be seen in Figure 6, their
currency, the real, traded at 1.12 to the dollar in December
1997; in the December 1998 crisis, which nearly led to a
Brazilian default, the real was devalued by 33%; and cur-
rently, the real isworth 30¢. A dollar can now be bought for
3.25 redls. That means an additional devaluation of nearly
50%.

At the time of the 1998 Brazilian crisis, George Soros
caled for building the now famous “wall of money” to pre-
vent aBrazilian default. The hyperinflationary policy of huge
bailouts continues today, and Brazil is being forced to issue
itsversion of Tesobonos, despitethefact that the Mexico case
showed how extremely explosive and highly dangerousthese
are. Today, in the middle of a world financial storm, and
following the bankruptcy of Argentina, Brazil is facing
deadly pressure against thereal.

In Argentina, the value of the peso was maintained at an
artificial rate of one to the dollar for 12 years, causing the
shutdown of half of the agricultural and industrial plant of the
country. Thedollar today isat about 3.66 pesos, adevaluation
of more than 70% since December 2001.

We show Brazil in Figure 7, but the cases of Argentina
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and Mexico arethe same: The Brazilian foreign debt, asmea-
sured in dollars, is shown against the same debt measured in
reals. The gap between the two reflects the magnitude of the
looting of the Brazilian economy. The difference has to be
paid in rea physical terms every time the currency is de-
valued.

Thisis the absolutely incredible looting mechanism that
was initiated as of Richard Nixon’s 1971 decision to end the
fixed-exchange-rate system, and which opened up the global
systemto currency speculation. Thisdynamic worsened as of
1982, becoming atruly voracious, destructive, and implaca
ble process, which explains the subsequent deterioration and
destruction of the economy and the public institutions, and of
the very nations themselves. The line that nations impover-
ished themselves due to “the corruption of politicians and
government officials,” isacover story for thetrue corruption
of the usury and looting of the international financial system
through the foreign debt.

Inthereal foreign debt of Mexico we haveto include the
Pidiregas. In Figure 8, we discover one of the accounting
frauds which are used to hide the true magnitude of the real
foreign debt. With the idea of deregulating, or in this case
piratizing, the energy sector, international financiers hope to
apply amodel in the oil and electricity sectors, whereby the
government contractswith foreign or national companiesfor
the construction and operation of agivenfacility or plant. The
government then gives the company an 10U for the cost of
the project, but it also buysup the plant’ s product or output at
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FIGURE 8
Mexico: Real Public Foreign Debt
(Billions $)
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market prices. The IOU isturned into an immediate, de facto
debt, although the project may take years to complete. This
reduces the government’s capacity for indebtedness for
other purposes.

Thismodel was chosento carry out the dogmaof deregu-
lation and privatization of energy production, in particular;
but it turns out to be more costly for the nation than if the
federal government were to make the investments directly.
And the actual obligation isnot counted as part of the official
foreign debt.

The argument that governments haven'’t the resourcesfor
such direct investments is a fallacy, used to justify various
means of looting national resources. The government only
acknowledges $80 billion of public foreign debt, but hides
the debt of the Pidiregas. We estimate that afull 75% of these
IOUsarein the hands of foreigners, and thereby constitute de
facto foreign debt—in fact, the government itself accounts
for the Pidiregasat an exchangerate of 10.10 pesosper dollar.
Thisisagood example of unofficial foreign debts, but which
are defacto financial obligations of the nation.

Figure 9 shows the dollarization of the domestic public
debt, a mechanism by means of which that debt is turned
into de facto foreign debt, because part of the public debt is
denominated in dollars. In 1994, Mexico issued the short-
term dollar-denominated government bonds, or Tesobonos,
which over time, with the crisis of 1994-95, were converted
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FIGURE 9
Mexico: Dollarization of the Public
Domestic Debt
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into official foreign debt. The government had to pay $33
billion in this category alone, while the bankruptcy of the
entire Mexican banking system occurred. Mexico no longer
issues those bonds, but Brazil does.

In Mexico, however, in absol ute numbers, the dollarized
portion of the public domestic debt is more than double that
of 1994. Today, 25% of the Mexican public domestic debt is
either denominated in dollars, or held by foreigners; here, we
include Cetes, the Fobaproadebt [for bailing out the bankrupt
Mexican banking system], etc. This amounts to some $65
billion, while the ability to pay that debt today isworse than
in 1995,

This has paved the way for the dynamic of collapse, in
which we see hyperinflation of financial obligations, at the
same time that a hyperdepression of the real economy is oc-
curring, from which the resources to pay inflated financial
obligations are being squeezed.

Currently, Brazil is even worse off than Mexico. Forty
percent of the Brazilian domestic public debt is denominated
in dollars, as can be seen in Figure 10, due to the existence
of Brazilian version of Tesobonos, known as NTN-D. (One
should actually think in terms of TNT, rather than NTN, be-
causethey aretruly atime bomb.) The government refusesto
admit this, but they are not actually domestic debt: They are
foreign obligations.
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FIGURE 10
Brazil: Dollarization of the Public
Domestic Debt
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ArgentinalsDying

We can see similar statistics in Argentina. Reality, how-
ever, is not limited to statistics. As was so correctly stated
yesterday by Maj. Adrian Romero Mundani, the moment has
arrived in which al these statistics are now trandating into
horrible redlity, into a nightmare affecting flesh-and-blood
people. It is a horror show, but if we are truly impassioned
about bringing this message to active people—not impotent
people, but inspired people, with awill to change—then | am
certain that this crisis, the Argentine tragedy, can be used to
change the hearts of many people.

Inlate August, the statistical institution of Argentina, IN-
DEC, issued its latest report, which includes information
through May 2002. It acknowledges an official unemploy-
ment level of 22%. This report is obviously closer to reality
than the statistical fraud perpetrated on Mexicans, where a
mere 2.4% unemployment rateis accepted officialy. InMex-
ico, we have masses of unemployed, and 53 million of our
100 million Mexicans are surviving under the most extreme
conditions of poverty, but “officially” we have virtualy no
unemployment.

In Argentinatoday, it isreported that 53% of the popula-
tionisalready living under the poverty line, while 25% of the
population is barely managing to survive under conditions
of extreme poverty. According to parameters of the United
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Nations, the officially “poor” person isonewho receives|ess
than $2 aday, while the “extremely poor” receives less than
$1 aday. There is little difference between the two, in rea
life. The most impressive fact is that 4 million Argentine
children are living bel ow the poverty line, that isto say, they
areindigent. Seventy percent of Argentine children under the
ageof 14livein poverty. Inthislight, remember the story that
we heard yesterday of the starving child who, just before
dying, asked her mother if there was food in heaven.

This is the reality that cries out for divine justice. And
thus, | insist on the need to convert this knowledge into a
potent message of revolutionary change. If we don’t do this,
this society of ours will rapidly lose its capacity to survive.
Because these statistics also demonstrate that the forces
against which we are battling have no scruples, no limits, and
their hearts cannot be moved to change these conditions to
alow for the recovery and dignity of the people.

After the Argentine INDEC report was rel eased, they ad-
mitted that from October 2001—on the eve of the December
bankruptcy—through May 2002, four million more people
became poor; that is, 4 million joined the ranks of the unpro-
tected in Argentina. Not only did they admit that the purchas-
ing power of the average wage had fallen 25% in the same
period, but they estimate that every four seconds, another
person enters the ranks of the poor. They also admitted that
there are some places, such as the city of Formosa, where
78% of the population isimpoverished.

Everything that has been said here, however, has been
insufficient to stop the International Monetary Fund’s geno-
cide. Onceagain, in my experience, | am convinced that what
rules these forces' way of thinking is a genocidal concept.
Thereisanintrinsicevil intheir way of conceiving of econom-
ics. Incontrast to al this, we counterposethe universality and
value of the ideas of Lyndon LaRouche regarding what is
economy and how to truly measure the economy: relative
potential population density.

Mexico and the U.S. ‘Recovery’

The nature of this crisisis still being debated by some:
whether thisisasystemic crisis, aswe maintain, or merely a
cyclical crisis. Some insist that the United States is already
ontheroad to recovery, athough thereisnot abit of evidence
of this. Last week, Mexican President Vicente Fox said that
there have already been unequivocal signs of recovery, and
predicted, without any basis in fact, that by the end of this
year’ s fourth quarter, Mexico will be growing by 4% a year.
And absurdities of this sort.

It isthus necessary to return to the threat that hangs over
Mexico asaresult of theinevitable collapse of the U.S. finan-
cial bubble. Wehonor [President] Jose L 6pez Portilloand his
1982 decrees, because these were, for Mexico, the culmina
tion of thefight for itsdignity, and so that the nation would no
longer belooted. L 6pez Portill o resorted to the prerogatives of
the Executive branch toimpose exchange controlsasabarrier
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FIGURE 11
Mexico’s Export Dependency on the U.S.
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against looting, to recover the sovereignty of the Central
Bank, to extend control over the national banking system and
try to makeit function, while surviving the storm. With these
measures, he hoped to build a better future.

The administration that succeeded Lopez Portillo im-
posed IMF measures. It said that it did not seek to attack
the industrialization of Mexico, but the country nonetheless
entered into a de facto phase of deindustrialization. From
1982 to 1986, an enormous number of industrial jobs were
lost. Welost what had been built in the areaof machinetools,
of capital goods, which is the weakest sector in Mexico, asa
result of the Anglo-American veto against the nation’ sindus-
trialization—the idea that they would never permit another
“Japan south of the United States.” The attempt to launch an
industrial program truly went against the current.

Asof 1982, all of these programswerewrecked, and Wall
Street’ s bankers came to offer us a new model; they told us
that now we were going to industrialize with the fraudulent
model of the maquiladoras. They told us that the maquila-
doras helped to industrialize Japan, Taiwan, South Korea.
These were lies. In fact, neither Japan, Taiwan, nor South
Koreaindustrialized with maquiladoras. The maquiladoras,
rather, were foreign enclaves which had nothing to do with
the national economies.

Thetruth about maquiladoraswasstated by Milton Fried-
man, when he stated: “The Free Trade Agreement and the
maquiladora do not have the purpose of improving theliving
and wage conditionsof Mexicans. Their objectiveistoreduce
the salaries of the population and of U.S. workers.”

The maquiladoras represent a form of labor recycling
through the use of cheap labor, slave labor deployed against
theworkersof theadvanced sector, afascist recycling of [abor
to sustain the speculative bubble.

Mexican President Carlos Salinas said at the time that
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“our competitive advantage is cheap wages, cheap labor.”

Figur e 11 showsthe absurd dependency that was created
in Mexico around the maquiladora sector, now being
slammed by thecrisisintheUnited States. Thesefiguresshow
Mexican exports from 1980 to 2000, divided into three cate-
gories:

1. maquiladora exports (almost al go tothe U.S.);

2. non-maquiladora exportsto the U.S.; and

3. exportsto therest of the world.

As can be seen, Mexico has aways been very dependent
on trade with the United States. In 1980, seventy-six percent
of our exports went to the United States, combining the ma-
quiladora and non-maquiladora sectors, and only 24% went
totherest of theworld. Twenty yearslater, we export 90% of
our products to the U.S., and only 10% to the rest of the
world. What is the tragedy here? What is scandalous, truly
destructive, is that the composition of what we send to the
United States has changed qualitatively. Of the 90% we now
send to the U.S., half comes from maquiladoras.

The dream throughout the 1990s was that the United
States would be an eternal importer of the maquiladora sec-
tor’ sproducts. Theworst case, among al the countrieswhich
are oriented to the U.S. market, is Mexico.

Figure 12 shows the growth of the U.S. current account
deficit. The current account includes the trade deficit plus
payment of interest on the debt and other so-called “service
payments,” such asinsurance. The United Statestoday hasan
annual deficit of more than $400 billion, which reguires a
daily averageinflow of $1.5hillion. Thisisthedeficittowhich
Lyndon LaRouchereferred yesterday, when heindicated that
the world model is collapsing, and cannot be saved. The
United States has stopped pulling in anything near that
amount ininvestments or sale of government bonds, whichis
needed to sustaintheglobal model. The global model requires
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FIGURE 12
U.S. Current Account Deficit
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such vast U.S. imports, but its deficit is not sustainable any
longer.

TotheU.S. current account deficit, onemust add the struc-
tura crisisof itseconomy, which LaRouche has studied since
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FIGURE 13
U.S. Labor Force
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FIGURE 15
World and U.S. Steel Production Per Capita
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the mid-1970s. The United States slowly lost the role it had
won, during and after the government of Franklin Delano
Roosevelt, of being the center of industry and prosperity of
the entire world. In Figure 13, one sees the shrinking of the
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FIGURE 16
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(As of Dec. 31, 2001)

Derivatives = $24 trillion

Assets = $694 billion

]

Capital = $41 billion

Source: EIR.

productive sector of thelabor forcein the post-war period. At
the end of World War 1, one productive worker was em-
ployed for every worker employed in services. Five decades
later, thereis only one productive worker for every four ser-
viceworkers. Thisweaknessiscritical at amoment when the
speculative financial bubbleis blowing apart. The bubbleis,
in essence, the entire U.S. economy of the 1990s.

Beyond the looting of other economies, such as that of
Mexico, the United States dismantled its own productive ca-
pacity. Unlike the 1929-33 crisis, the current oneis affecting
the United States at the end of aperiod of more than 30 years
of take-down of productive capacity, while sustaining amuch
larger bubblethan hasexisted in any other moment in history.
Wearetalking about the greatest crisisin modern history, and
in the history of the United States.

The decay of U.S. industry can be seen in the machine-
tool sector, asshown by Figur e 14, measured bothin physical
units and constant dollars. The decline, beginning in 1979,
is associated with the administration of Jimmy Carter, who
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FIGURE 17
A Typical Collapse Function
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imposed the high-interest-rate policies of [Federa Reserve
Board Chairman] Paul Volcker that accelerated the process
of deindustrialization.

Figure 15 showswhat happenedto U.S. steel production,
another key indicator of thestateof thereal economy. Without
machine tools and steel, you cannot have a real industrial
economy. Thereisless per-capita productive capacity in the
United States today, than there was 10, 15, 20, and 30 years
ago.
Thedisintegration of the bubble acceleratedin May 2000.
Fromthat point tothe present, two-thirdsof thenominal value
of the Nasdaqg index has disintegrated. The Nasdaq index is
considered thechief indicator of the successof the New Econ-
omy. Add to this the megafrauds, the fall of Enron, World-
Com, U.S. Airways, etc., which arethe best-known bankrupt-
cies of the past nine months.

ElRestimatesthat some$7trillioninfinancial valueshave
been lost in the past two years; some are fictitious fortunes,
but some involve countries like Argentina or companies that
produce physical goods, European and Japanese as well as
American. Thesefinancial assets are nonethelessasmall per-
centage of the global financial bubble, which LaRouche esti-
mates at $400 trillion. That is to say, the worst is still to
come. The bankruptcies of Brazil, Mexico, Colombia, Peru,
Venezuela, and so forth are waiting to happen.

Figure 16 shows financial obligations acquired by J.P.
Morgan Chase on the derivatives market. In that merger of
J.P. Morgan and Chase Manhattan, the consolidated, financial
obligations are $24 trillion, against $694 hillion in assets and
$41 hillion in capital. This is the case in which the flea is
larger than the dog. L osses of $700 billion—or $41 billion—
in derivatives, will wipe out the assets and capital of that
company, whichisalready technically inbankruptcy. Further,
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J.P. Morgan Chase, in particular, has been lammed by the
Enron and WorldCom bankruptcies, aswell as by a possible
Brazilian default. This explains why the U.S. government so
urgently facilitated the $30 billion IMF loan to Brazil. The
object was to save Citibank and J.P. Morgan Chase, not Bra-
zil. And it was done despite the U.S. government having in-
sisted earlier, “Not a penny for Brazil. We will not do any
more bailouts, like what we did for Mexico in 1995.”

J.P. Morgan Chase' sfinancia derivatives represent dou-
ble the GNP of the United States. That’ sthe size of the prob-
lem that can hit ustomorrow morning whenwewakeup. This
is what LaRouche meant, when he said the worst is yet to
come. But what must be understood is that the crisis has
already begun, and no one can stop it.

Thefinal figure, Figure 17, isthe famoustypical collapse
function, designed by LaRouche. This figure reflects the
methodology of economic study used, by counterposing the
growth of financial aggregates and monetary aggregates,
which become a hyperinflation of financial obligations,
against the hyperdeflation of real economicvalues. Thisisthe
scientificinstrument that we havein hand, and whichwehave
used to prove to you the historic moment we are facing.

Thank you very much.

Rubén Cota Meza

National Development or
Jorge Castaneda’s
Tmperial Maquiladora’

Presented on Aug. 23 to the Guadalajara meeting. Mr. Cota
Meza a leader of the M A in Mexico.

Since the disastrous era of Antonio Lopez de Santa Anna
and the wretched imperial design of that puppet of the Holy
Alliance, Napoleon 111, and the heedlessMaximilian of Haps-
burg, never in our history has the existence of our nation as
an independent and sovereign republic been more at risk than
it is today under the co-government of Jorge Castafieda
Gutman.

Castafieda s policies and commitmentsareto animperial
plan; a plan aready well defined by him, of which he has
spoken and written publicly, which he has documented, ar-
gued for, andissued open callsto other political forcesto help
bring about. He has already designated the “two axes” of his
foreign policy, which areaNorth American Community, and
an Empire of International Law as the “supreme law” of
Mexico.
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Castafieda doesn’t even bother to disguise his proposals,
but presents them crudely under the title of “diplomatic real-
ism.” In the debate on Mexican international strategy,
Castafieda says, “two forces are arrayed against each other”;
one is “real politics’ and the other is “moral palitics. . ..
The new foreign policy of Mexico is realist; it recognizes
the incontrovertible fact that there exists ahegemonic power
today, to which we are closely tied by reasons of history,
geography, and concrete interests’: the United States, which
“occupiesaposition of undeniablehegemony” (El Universal,
June 29-30, 2002). Based on the premise of “incontrovertible
fact,” and with the “undeniable hegemony” of the United
Statesthus accepted, Castafiedagoeson to devel op astrategy
for annexing Mexico to that superpower.

The Diplomacy of Anticipated Surrender

Following Vicente Fox’ selectoral victory of July 2, 2000,
wrote Castafiedain the Feb. 24, 2002 issue of Reforma, it was
imperative to bring Mexico's relations with the rest of the
world “up to date.” To do this, President Fox established a
double strategy. On the one hand, “to give greater depth to
our long-term strategic relationship with the United States,
which for both historic and geopolitical reasonsis—and will
continue to be for the foreseeable future—Mexico’s most
important partner.”

For “greater depth,” Castafieda understands the creation
of “anew set of permanent institutions” in North America,
which would “promote prosperity,” while at the same time
contributing to Mexico’s achievement of “a successful and
definitive transition to democracy.” Specifically, he saysone
must seek “ anew set of permanent institutionsthat will permit
the free movement of capital, goods, services, and people,”
which he dubs a North American Community. Such a Com-
munity would require designing mechanisms for “resource
transfer” from the United States to Mexico, and then, to
“strengthen social cohesion and develop infrastructure.” By
“resourcetransfer,” he means opening Mexico’' sdoorsto so-
called “foreign investment,” which, according to Castafeda
himself, “represents a correct step in the right direction that
was taken more than a decade ago.” That is, Castafieda is
proposing going further down the path that was traced by
[President] Carlos Salinas de Gortari.

Says Castafieda, the North American Free Trade Agree-
ment “was proposed and presented as a means of anchoring
the new macroeconomic policies of the United States and
Canada.” However, according to Castafieda, theclearest limi-
tations of NAFTA derive from the “typically authoritarian
manner” in which the instrument was negotiated. NAFTA
“left national sovereignty practically intact,” laments
Castafleda, and “thislastiscrucial,” since* our country should
transcend limitations which—in the context of a poorly un-
derstood sovereignty—have atrophied its potential for devel -
opment.” For Castafieda, consolidating democracy “ demands
that we update that notion of sovereignty,” so that “Mexico
commitsitself to adhering to supranational rulesin exchange
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for encouraging prosperity and assuring the political stability
of our society.”

With this policy, says Castafieda, Mexico “approaches
the world in search of a new identity.” That is, what Jorge
Castafieda seeksto carry out in Mexico isaprofound change,
an historic change: abandoning what Mexico has been as a
nation, to make the country into something different. That
“something different” isto be the laboratory experiment of a
new form of imperial supranational government. In order to
incorporate Mexico into thisglobal structure, ruled and gov-
erned by a bureaucracy that no people have elected, interna-
tional law must beimposed asthe supremelaw of the country.

That is why the Fox government, says Castafieda, chose
as the “second axis’ of its foreign policy, a “new activist
deployment of our country inregional and multilateral fora,”
which he pompoudly calls“multilateral bilateralism.”

Beyond NAFTA: Castafieda’s End of
Sover eignty

In the December 2001 issue of the magazine Nexos,
Castafieda writes that “the world is establishing the new
norms and rules’ that will have to orient “the process of
change.” Thetwo world warsand thefailure of the L eague of
Nations, helies, led to the conclusionthat “ aworld composed
solely of unrestricted sovereignty, led inevitably to war.”
From that conviction emerged the United Nations and its Se-
curity Council, granted powersto “restrict the sovereignty of
states’ in mattersrelating to peace and international security,
athough “the international system continued to base itself
almost exclusively onthe sovereignty of the state.” Thebasic
premises of the Treaty of Westphalia continued to prevail:
“the exclusive action of the statesin the international arena,
and the full sovereignty of each state within its territory.”
With the end of the Cold War, the tendency toward universal
jurisdiction“beganto prevail.” Now, the*formation of anew
system of international relations, based on universal rules
and norms,” which must impose themselves above national
sovereignty, has begun to take shape. . . .

“Some would perhaps have preferred that the interna-
tional system of the21st Century beestablished onthebasisof
principlesof non-intervention, thejuridical equality of states,
and rejection of the use of force,” says Castafieda, with a
perverse pleasure, but the redlity is that the new rules “are
more interventionist than non-interfering; particular, rather
than general; concrete, rather than abstract.” Therefore, the
new Mexican government, Castafieda confesses, has decided
toinvolveitself “in the multilateral process of codifying the
new rules of the international system.” Not to understand
and accept hisdecision to dismantle national sovereignty and
hand the country over to the domination of “universal fas-
cism,” according to Castafieda, is"“intellectual conformity.”

To facilitate Mexico’ stransition from a sovereign nation
to asatrap of the “global empire,” Castafieda and his masters
and political operatives need an exemplary case through
which they can impose international law as the supreme law
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of the national judicial system. That isthe case of the trial of
former President L uis EcheverriaAlvarez.

The new Mexican identity of which Castafieda speaks,
faces obstacles. Themost important of theseisthat “Mexican
society till hasto fully understand the enormous advantages
that can be derived from adopting the idea of aNorth Ameri-
can Community.” Castafiedalamentsthe form in which Car-
los Salinas de Gortari negotiated NAFTA, that he did not
inform the popul ation of the profound changesimplied by the
agreement. . . .

A Program for National Development

Faced withthisasthe current policy of thefederal govern-
ment, we must see what courses of action are required to
confront this, and find adequate policies for genuine na-
tional development.

As Mexico is still arepublic, in its Congtitution and in
its secondary laws, the juridical instruments and economic
planning tools for constructing a future other than being the
mere territory for housing slave-labor manufacturing plants,
known as maquiladoras, do exist.

The nation’s public universities, for example, have pro-
duced, apart from such renegades as Jorge Castafieda, many
technical cadrecommittedto thegenera welfareof thenation.
To many of these, we owe the historic tradition of engineers
and scientistswho arenation-builders. Thistradition of Mexi-
can engineering has produced absolutely feasible ideas for
the economic development of the nation, on condition that
we defeat the servile attitude of asking for crumbs at the back
door of theslavemaster’ shome, and instead rescuethedignity
of our Republic.

With the natural and human resources this country pos-
sesses today, and building the necessary infrastructure
works, Mexico could sustain a dignified living standard for
750 million Mexicans. Subsequent scientific and technol ogi-
ca development would permit that population to be
sustained at even better living standards, and eventually for
an even greater number of Mexicans. Mexico is still not yet
entirely built.

The necessary projects have aready been planned by the
current of nationalist Mexican engineers, such as Don Pedro
Moctezuma, Manuel FriasAlcaraz, Pablo Tapie Gomez, Clis-
erio Gonzalez L opez, among others. . . .

The Southeast Development Proj ect

There currently exist, already constructed on the Grijalva
River, the La Angostura, Chicoasén, Malpaso and Pefiitas
hydroel ectric projects, whichwereall built between 1959 and
1987. These store 37 billion cubic meters of water, and have
an installed electricity-generating capacity of 3,900 mega
watts, with an average annual production of 11 billion kilo-
watt-hours.

To consolidate and broaden the operations of the Mexca-
lapa-Grijalva Hydroelectric System, Mexican engineering
has designed a score of great new infrastructure works in
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FIGURE 1
‘Mexico in the Third Millennium
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the basin of the Usumacinta River, which would contribute
11,200 MW (31% of the total current electricity-generating
capacity of the country) and would help to control flooding,
recovery of inundated lands, and the provision of hydraulic
resource contributionsto other parts of the region, and would
have a direct impact on the intra-state development of the
region that includes Chiapas, Tabasco, southern Veracruz,
eastern Oaxaca, Campeche, Quintana Roo, and Y ucatan.
One of theseisthe Boca del Cerro project (see map, Fig-
ure 1), located 10 kilometers southwest of Tenosique, Ta-
basco. It includes a 135 meter-high dam, which will create an
artificial lake containing 19.5 hillion cubic meters of water,
anda4,200 MW hydroel ectric plant. Thiscomplex could gen-
erate17.4 billionkilowatt-hours, equivalent to. . . 67% of the
total hydroelectric capacity of Mexico. By combining this
with other flood control projects in the region north of Ta
basco and southeast of Campeche, amillion and a half hect-
aresof fertileland could berecovered for agriculture, grazing,
and aquaculture. It would also make possible a river canal
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with various branches, which could supply fresh water to the
Y ucatan Peninsula.

‘Tzenvalle System in the Northeast

In Mexico's northeast, projects would have to be con-
structed like those which form the “Tzenvalle’ system, situ-
ated in the Huastecaregion of San LuisPotosi state, along the
Tamuin River, 21 kilometers southwest of the city of Valles.
By regulating and controlling the drainage of the Tamuin and
Vallesrivers, artificial lakeswouldbecreated, and small cities
could be constructed on their shores, linked to each other by
water transport, where previously there only existed deep and
inhospitable canyons. . . .

By optimizing the hydroelectric potential of the Tamuin
River, a third of the runoff of the Panuco River would be
regularized, and a total capacity of 1,600 MW provided,
which would yield 4.3 hillion kilowatt-hours a year. This
hydroel ectric capacity would play astrategic rolein meeting
the growing demands for power and energy in the Northeast
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and central region of the country. . . .

Theartificial |akescreated by thissystemwould constitute
avaluable reservoir of energy and fresh water, to supply the
current future population centers of the country. They would
also increase the hydroelectric production by 16.5%, and
would facilitate navigation through the Panucoriver. . . .

Thenew development poleswould bethemagnetstoreor-
ganize Monterrey and Saltillo, and for the rel ocation of busi-
nesses of La Laguna, one of the most critical regions of the
country, together with El Bajio and The Valley of Mexico,
because of water resource shortages. . . .

There are also detailed plans for the rest of the country.
There does not exist aregion in Mexico which does not pos-
sess great development potential.

The Pacific West Complex

From north of Puerto Vallartato the port of Mazatlan, one
finds one of the best coastal zones of the country with regard
to physiographic features and the variety of natural resources
for the development of Mexico’ s food potential. In southern
Nayarit, for example, the San Pedro Mezquital and Santiago
Riversempty the AcaponetaRiver in the center and the Presi-
dio and Baluarte Riversin the extreme north. Together, these
rivers carry an average annua flow, along their 300 km
length, of 15.3 billion cubic meters—which, if dammed and
administered rationally, would constitute 154.3 billion cubic
meters of water, or about 340 cubic meters per second, suffi-
cient to sustain agro-industrial devel opment and new popul a-
tion centers for 110 million Mexicans. Already constructed
dams along these Nayarit rivers, and othersthat are planned,
would allow the interconnection, through canals and transfer
tunnels, of all the hydraulic networks of the central and north-
ern zone of Sinaloa, and southern Sonora.

Along these coastal areas of the Gulf of Mexico and the
Pacific, apart fromthemanagement of water for multipleuses,
corridors of agro-industrial development could be built, fed
by packages of communications infrastructure, high-speed
freight and passenger trains, modern highways, fiber-optic
“highways,” and high-tension grids for transmission of elec-
trical energy. The development corridor could be conceived
as one gigantic assembly line for connecting a city and its
surrounding agro-industrial zones.

Similarly, other development corridors have been pro-
posed, with the same characteristics, that would run “trans-
versely,” from the coasts of the Gulf of Mexico to the coasts
of Mexico's Pacific. . . .

If we build this polygon of development corridors, we
will not have to beg at the back door of the slavemasters.
Mexico will be able to build its own destiny. We have the
resources, the intellectual capacity, the technical cadre—al-
beit reduced at the moment—all waiting to be tapped. With
these, we could establish the basis for a new generation of
development. Putting thisrevolution in basic economicinfra-
structure into gear, we could achieve the development goals
that would give Mexican families opportunities for decent
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jobsandfor adignifiedlife, instead of entering into the human
grinding millsknown as maquiladorasand/or illegal emigra-
tion to the United States.

To carry this development strategy forward, we need to
defeat Jorge Castafieda’s political plan. This is the plan of
those currently in power. We are still on the other side. My
proposal isthusto develop acampaign of political attack. We
have the forces to attack on this flank and to put an end to
Castafieda’ simperial design by exposing him for what heis.
Castafieda laments that Mexican society doesn’t yet under-
stand the advantages of his annexationist policy. What | be-
lieve isthat, if we let the population know what this policy
truly is, the Mexican people will be ready to defeat this
annexationism, because they till want to continue to be
Mexican. . . .

To launch this political assault of ours, we will publish a
pamphlet with all these elementsof information and analysis,
which must be broadly distributed and debated, above all in
the universities. The students intuit, or know, that under the
current policy, they havenofuture, that their fateisunemploy-
ment, misery, and the dustbin of history. The youth, the stu-
dents, must fight for their future. That future is national eco-
nomic reconstruction, beginning with the construction of
basicinfrastructureworks. If theyouth present at thismeeting
attract more youth to these ideas, we will be on our way
tovictory.

Sérgio Tasso Vasquez de Aquina

Sovereignty, Security,
And National Dignity

From the speech by Vice Adm. Sérgio Tasso Vasquez de
Aquina, former Deputy Chief of Saff of the Brazilian Armed
Forces, at the seminar on Aug. 23.

...The aspiration for freedom is a gift of God, given to all
human beings, and which istransmitted to the collective con-
science of people who seek self-determination and their own
means of carrying out their national mission; to be masters of
their destinies, without accepting foreign servitude, limita-
tions, and interference. . . .

Thecreation of the stateisapoalitical construct of nations,
with the essential attributes of being one people, with one
territory, and sovereignty. And from this sovereignty comes
the incontestable right to exert force over their geographic
jurisdiction, with due respect internationally for the princi-
ples of juridical equality among states, the right to self-
determination, and non-intervention in the internal affairs
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of other nations. . . .

After the fall of the Soviet Union which followed the
Solidarity revolutionin Poland and thefall of the BerlinWall,
the globalist neo-liberal wave surfaced, and with it, the para-
dox of the current world, where it is now confirmed that
weaker peoples of the so-called free world had greater free-
dom of sovereign action under the balance of terror that had
existed between the Soviet Union and the United States, than
they dotoday, under the hegemony of asingle superpower . . .
dominating onaplanetary scal e, based on usury, onmoney, on
submission to material appetites, and on access to power on
the global scale; without fear of God and without any charity
toward the poorest and weakest people and nations, as has
been exposed in this book which was put together by the
friends who convoked this seminar, and which is called The
Plot to Annihilate the Armed Forces and Nations of |bero-
America. . . .

Onetragic result of the neo-liberal world order has been
thedestruction of public servicesand the persecution of public
servants, asameans of destroying the nation-state and facili-
tating the surrender of national patrimony by means of this
suspicious” privatization.” For example, in Brazil, onthepre-
text of privatizing the energy and communications compa-
nies, many were sold to state companies of France, England,
etc. at an absurd price. Thisconstituted areal surrender of the
national patrimony, achieved at such great cost by generations
and generations of Brazilians. Thisisnow occurring in all of
our countries.

There are outrages committed against sovereignty, under
the tutelage of the IMF: the growing indebtedness and na-
tional impoverishment, the unhappiness of my people, and
the contempt for them, manifest in the systematic and planned
destruction of the health, sanitation, education, housing, em-
ployment, retirement, and public security systems; the dis-
mantling of strategic energy, transport, and communications
infrastructure; the cannibalization of industry; and the scien-
tific and technological backwardness. . . .

Theimposition of the IMF asthe director of national and
economic policies, with the large-scal e diversion of national
revenues for payment of the growing brutal interest rates on
foreign and internal debts; the speculativeand volatile capital
whichin Brazil wecall “motel capital”’—it enters, spendsthe
night, and is gone—earns money but does not put a cent into
national development. . . .

Thereis pressure, as| exposed in 1992, as Deputy Chief
of Staff of the Armed Forces, to transform the Armed Forces
of all of our countriesintogendarmes, apoliceforcetooversee
“demaocracy,” fight the drug trade, environmental crimes, and
so on. Then we are to hand over our national defense, but to
whom? To amultinational force. Commanded by whom? By
the United States. . . .

There is a rea threat of territoria dismemberment, an
international ambition toward the Amazon, in the same way
that it is expressed in Argentina toward Patagonia, and also
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toward our Pantanal region, whichisarichbiological reserve.
With the nation-state weakened, and the Armed Forces re-
duced, it ismuch easier to try such athing, which would not
succeed under any other circumstances.

‘I Am Not Against the United States

| want to clarify one point. | am not against the United
States. | have lived there twice, once as a child during the
Second World War. | speak English asif it were my second
language, and at that time, | found a country in solidarity
against the war, some very pleasant people. Each family had
asonfightinginthePacific, or in Europe. | believethat Ameri-
cans have the right to defend their interests. We must make
common cause where we have shared interests, but therights
of the Americans must be respected, just asthe rights of Bra-
zilians, and al the other free people of the Americas and the
world. . . .

| came here to call for the union of Latin America, to
strengthen our fight for the good, and in thisunion, | believe
Brazil, Mexico, and Argentina have a fundamenta role to
play. It is necessary that we join hands—both civilian and
military—across Latin America, without prejudice, but with
total respect for the sovereignty of each nation-state. Wemust
emphasize that which we have in common, to allow for the
construction of amoredignified andjust world, withthebless-
ings of God.

Twenty Years Later

Lopez Portillo Speaks
Out on State in Crisis

by Gretchen Small

With Mexico’sleading daily, Excélsior, taking the point, the
nation’ smediaprominently, and unexpectedly, cel ebrated the
20th anniversary of an event that Wall Street had hoped it had
killed and buried for all time: President José L opez Portillo’s
dramaticannouncement, on Sept. 1, 1982, nationalizingMex-
ico’'s banking system and Central Bank and imposing full
exchange controls, to stop anti-national forcesfrom bleeding
the country by speculation and capital flight.

Excélsior chose to commemorate the anniversary by in-
terviewing Lopez Portillo on his past actions, and their rele-
vancefor themuch greater crisisthat Mexicofaces. Theinter-
view, published in two parts on Sept. 9 and 10, was given
maximum play, the first part published as the newspaper’s
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lead, front-page story, under the banner headline, “ The State
and Sovereignty Are in Crisis: Lopez Portillo.” The former
President rose to the occasion with a political bombshell in
today’ s supercharged atmosphere of economic collapse, and
the growing impatience with the current administration: He
called for the banks to be nationalized again.

Nor was Excélsior alone in featuring coverage of what
Lopez Portillo did and said at the time. Clips of his historic
1982 speech were broadcast on several television channels;
Internet users could listen to audio clips of it on the website
of El Universal daily. The two-decade-old speech seemed
writtenfor theleader whom Mexicansdesirefor today. “Mex-
icoisnot dead,” he had told the nation; it would defend itself,
itsindustry and its production, against looting by speculators
who, like the rats of medieval times, spread “the financial
plague. . . [which] plunders country after country.”

The media coverage marked a dramatic break from two
decades ago, when, by policy, Lopez Portillo wasvilified and
blamed for the destruction of the productive economy in the
1980s and 1990s, actually committed by the bankers and the
International Monetary Fund (IMF). Thedecisionto givehim
prominence now, is atelling sign of the volcanic pressures
for radical policy changebuilding up under theadministration
of President Vicente Fox, as a growing number of Mexicans
fear their country faces nothing less than extinction as a
nation.

A Meeting Which Changed History

Wall Street and London had hoped the specter of José
Lopez Portillo had been eliminated; they have not forgiven
him, nor U.S. statesman Lyndon LaRouche, for what hap-
pened in 1982, during Ibero-Americans last great battle to
save their nations from destruction at the hands of usurious
foreign debt collectors. Three and a half months before he
nationalized Mexico’s credit system, L 6pez Portillo had met
with LaRouche at the Presidential residence, Los Pinos, on
May 23; thiswas at the height of the Malvinas War between
Britain and Argentina. Their discussions were private, but
the fact of their meeting was not. LaRouche held a press
conference at L os Pinos afterward, attended by some 60 me-
dia. Hethere proposed that the Ibero-American debtorsunite,
and threaten to drop “the debt bomb” against the City of Lon-
don, were Great Britain not to cease its armed aggression
against Argentina.

LaRouche returned to Mexico, in July of that year, and
shortly thereafter authored Oper ation Juarez, astrategy docu-
ment for how | bero-America—Iled by Mexico, Argentina, and
Brazil—should declareamoratorium on their combined $200
billioninforeign debts, toforcetheindustrial powersto come
to their senses and accept negotiations on establishing aNew
World Economic Order.

Twenty years later, amid a greater crisis, the two leaders
are collaborating again. LaRouche, now a Presidential pre-
candidate, and the former Mexican President were the key-
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note speakers at an Aug. 22-23 seminar in Guadalgjara, orga-
nized by LaRouche’s Ibero-American Solidarity Movement
(MSIA), to build regional integration askey for the battle for
a New Bretton Woods system. Unable to attend for health
reasons, Lopez Portillo submitted his speech in writing, in
which heoffered hisexperienceinthe 1982 fight, asrepresen-
tative of what must be addressed for a reorganization of the
worldfinancia systemasawhole. TheBretton Woodsinstitu-
tions must be “radically transformed,” he argued, so as to
provide sufficient financial resourcesto nationswhich other-
wise cannot import the machinery, technology, and other in-
putsrequired to develop, despite very rich physical resources
(see EIR, Sept. 6, 2002).

A Command Decision

Memories of the battles of 1982 are reviving throughout
the continent as recognition grows, after Argentina s current
breakdown, that itscitizensfaceacrisisinwhichtheir nations
very existenceis at stake.

Lopez Portillo demonstrated in 1982 the kind of com-
mand decisions required in today’s crisis. Perhaps the most
vivid record of what transpired, was written at the time
by LaRouche himself, in a Sept. 5, 1982 statement, titled
“Mexico: ‘Back to an Industrial Society.” ” LaRouche then
called Lopez Portillo’s Sept. 1 actions “the most brilliant
blow in defense of industrial capitalism . .. executed with
a strategic brilliance which would have brought favorable
comment from the great Douglas MacArthur.” LaRouche
recreated for foreign audiences, the drama inherent in the
moment:

Overnight, the military forces of Mexico were posi-
tioned, in preparation for the actionsthey would take at
noontime, thefollowingday, at thehour the Presidential
decrees becamelaw.

All theleading public and privatecirclesof Mexico
gathered, together with the national |egislature, to hear
the President’s “ State of the Nation” address, the In-
forme. All but afew weretaken by surpriseasthe Presi-
dent began his three-hour address—an address often
interrupted by joyousdemonstrationsof patrioticfervor
intheaides. ...

The first hint which the outgoing president of the
Bank of Mexico [the central bank], Miguel Mancera,
had of the moves, was during the minutes before the
address. He was told he would not be included in the
official photograph of the cabinet.

As the private bankers heard that their banks had
been nationalized, the President dramatically glanced
at his watch, to announce that the decrees had aready
been published as laws. It was an accomplished fact:
the military were already occupying the banks prem-
ises, ensuring that no records were removed or de-
stroyed.
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The event is being widely remembered on its 20th anniversary, a
signal to current Mexican and other governments: President José
Lopez Portillo exhorts a Mexico City crowd on Sept. 3, 1982, two
days after nationalizing Mexico’ s banks.

The most important decision taken, LaRouche empha-
sized, was that all of Mexico’s resources would be concen-
trated to build up the levels of productive employment in
agriculture, industry, andinfrastructure. “ Specul ative parasit-
ism” had been crushed, “and a development policy in the
footstepsof U.S. Treasury Secretary Alexander Hamilton and
President George Washington will be energetically pursued.
... Mexico has acted to transform itself once again into a
goods-producing nation, the first nation to break free of the
lunacy of the ‘post-industrial society’ cult-dogma now ruin-
ing the U.S.A. and many other nations.”

LaRouche elaborated how other nations, including the
United States, must follow suit.

What It TakesTo Lead

Other nationsdid not follow Mexico’ slead, however, and
Mexico was left isolated. Lopez Portillo’s term ended three
months later, and when he had left office, his successors
bowed before the prevailing powers.

Woas Lopez Portillo wrong to have fought? Did he fail,
as most now believe? Some Mexicans, it would appear, are
revisiting that assumption. Interviewed by Excélsior, Lopez
Portillo delivered a lesson in statecraft and leadership. He
warned that globalization has an imperia military and eco-
nomic intent, “ but who knowsif it can succeed; these are new
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times,” he said. Sovereignty must be enforced, and it is the
job of the State to do so. Defending his actions of 20 years
ago, he called for similar measures today, including the re-
nationalization of the banks. Neither the Constitution nor the
Mexican Revolution are dead, he emphasized, and Mexico
could defend itself today; al it takesis guts.

The exchange was humorous. Excélsior asked the former
President what he thought about the fact that the majority of
Mexico's banks today are foreign-owned. Thisis one of the
hottest issues going in Mexico. None of the Presidents who
followed L 6pez Portillo continued theindustrial policy which
shaped his centralization of national credit in 1982, and a
decade later, the banks were finally sold back to the private
sector for asong, under the Salinasde Gortari Administration.
The banks had to be nationalized again, de facto, after they
all were bankrupted in the 1995 debt blow-out—only to be
re-sold again, thistimeto foreign interests, under the Zedillo
government. Adding insult to injury, however, the govern-
ment assumed the bad debts before selling them, increasing
the government’ sdebt by some $100 billion! Y et, since 1995,
the banks have not lent more than a pittance to the domestic
economy, serving as simple conduits for payment of foreign
debts.

“Isit difficult to recover the banks?’ Excélsior asked the
man who had nationalized them.

“Of course.”

“But, how can they be recovered?’

“With anew expropriation.”

“But we don't have a nationalist President, as when you
expropriated the banksin 1982. How can it be done now?’

“With balls [huevos], my friend. From that standpoint, |
do believe | was[anationalist].”

Excélsior asked L opez Portillo’ sadvice. Thenew genera-
tionsdo not know what the Stateis, nor how to defend sover-
eignty. “ The State is the product of human evolution and the
political activity of societies; it is the juridica and norm-
setting framework of modern societies, which allows healthy
coexistence, equality, respect, order, welfare, and peace,” he
answered, adding that the modern State arose out the Renais-
sance.

How did you exercise power as Head of State, he was
asked. “With actsof afree, sovereign and independent nation,
conscious of History's permanent judgment, sticking to the
State of Law, with ahigh public morale, without believingin
aweak State, nor in a liberalism without restraint, because
they do not represent paths to progress; but through a strong
State, despite the fact that today’ s world offers dependence,
devastation, more poverty and injustice. The nationalization
of the banks was an act of national sovereignty, adhering to
the powerswhich the Constitution grantsto the Federal Exec-
utive.

“Inreality,” Lopez Portillo added, “the Presidency of the
Republic is only learned by being President. It is the only
school, because there are no others. Learning to be President
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is a daily matter, and each day one receives his lesson, his
experience; sometimes bitter and painful, sometimes joyful,
and when one has learned, the Presidential six-year term is
over.”

Documentation

‘Mexico Shall Live’

Excerpts from President Jose Lopez Portillo’s Sept. 1, 1982
Sate of the Union address, explaining his decree nationaliz-
ing the banks.

The world's productive capacity has been increasingly sub-
jected to contraction and unemployment by an unjust and
obsolete financial system that claims those policies are the
only remedy to the growing crisis. . . .

The lack of coherence between industrial progress,
whose technology advances by ever more astonishing leaps,
and a world financial structure that has responded to the
technologica challenge primarily by attempting to stop it,
is increasingly evident. The financia plague wreaks more
and more havoc around the globe. As during the medieval
era, it plunders country after country. It is transmitted by
rats, and in its wake lie unemployment, misery, industrial
bankruptcy, and speculative enrichment. The remedy of the
witchdoctors is to deprive the patient of food and submit
him to forced rest. . . .

What we could not deal with was the loss of confidence
in our peso, aggravated by those—inside and outside the
country—who could manipulate expectations, and cause
what they pronounced, by the mere pronouncements them-
selves. ... Against this, the vigor of our economy simply
could not hold out. . . .

One of the unavoidable decisions that the New World
Economic Order must take before the current system col-
lapsesin an untimely and perhaps catastrophic manner, isthe
formation of asystem of compensation, so those nations that
arevictims of capital flight can have access to some form of
credit originating in those resources, through aspecial recycl-
ing mechanism. . . .

We would like to discuss this with representatives of the
financial system of the United States, and, | emphasize, to
convince the generous American people that in the solution
to our respective problems, we are not trying to harm the
American taxpayer, but rather to make accessible to Mexico
the credit represented by extensive Mexican resources that
haveleft our country inaway that createseconomic and trade
problems on both sides of the border. . . .

The Mexican state has never expropriated for the sake of
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expropriating, but rather for the public good. What we now
doliberatesthefreeinitiative and thefree productive impul se
of Mexicans from free trade and the straitjacket imposed by
aparasitic system. . . .

‘Speculation Leadsto Ruin’

[W]e can conservatively affirm that within the past two
or three years, at least $22 billion has |eft the Mexican econ-
omy; and an unregistered private debt . . . of around $17 bil-
lion more has been generated, adding to the country’ sforeign
debt. Thesefigures, when added to the $12 hillion in Mexdol-
lars [accounts in Mexican banks denominated in dollars but
originally funded mostly by pesos|—in other words, a total
of $54 hillion—are the equivalent of half of al the deposits
in the Mexican banking system at thismoment, or about two-
thirds of the entire recorded public and private debt of the
country. . .. [I]n the past two years, Mexican rentiers have
made more investments in the United States than al of the
foreigninvestmentinMexicoinall of history. Thebook value
of the foreign investment in Mexico is approximately $11
billion, 70% from the United States. The net income to our
country in 1981 from foreign investment was $1.7 billion. A
ridiculous sum in light of what flowed out of here. . . .

It hasbeenacertaingroup of Mexicans. . . counselled and
supported by the privatebanks, that hastaken moremoney out
of thecountry than all theempiresthat have exploited ussince
the beginning of our history. . . .

Thefundamental question isdetermined by thedifference
between an economy increasingly dominated by absenteeism,
by speculation, and rentier finance, versusan economy vigor-
oudly oriented toward production and employment. Specula-
tionand rentierismtrang ateintoamultiplication of thewealth
of afew without producing anything, and is necessarily de-
rived by the ssmple plundering of those who produce. And
over thelong run, it inevitably leadsto ruin.

In effect, our country, given itstotal shortcomingsand its
social dynamic, cannot afford to alow the development of
speculative activities. Our nation has the imperative of dedi-
cating all its resourcesto production. . . . Mexico cannot per-
mit financial speculation to dominate its economy without
betraying the very essence of the system established by the
Congtitution: democracy as the constant economic, social,
and cultural betterment of the people. . . .

We must organize to save our productive capacity and
provide it with the financial resources to move forward. . . .
In response to these priorities, | have expedited two decrees:
onethat nationalizesthe country’ s private banks, and another
that establishes general exchange controls. . .. It is now or
never. They have looted us; Mexico is not dead. They will
never loot usagain. . . . Let joy and excitement in the battle
reign in every Mexican home. . . . We have shut down the
capital flight.

Mexico haslived. Mexico lives. Mexico shall live.

Viva México!
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Iraq Is a Fuse,
But Cheney Built
The Bomb

by Lyndon H. LaRouche, Jr.

September 20, 2002

As said two days ago, in a first-impression reading, the two relevant documents
issued by the George W. “43” Bush White House as draft U.S. policies, echo the
fabled King Canute’s wild, and useless ranting against the wind and the waves.
The first document is a fraudulent blank check payable to Infamous Folly; an
unconstitutional, proposed draft U.S. Declaration of War against Irag. The second,
is a meandering, incoherent, but deadly potpourri of White House Presidential
utterances, pasted, after the style of Georges Braque, on a sheaf of paper, “The
National Security Strategy of the United States.”

Thefollowing three, crucia sets of facts concerning these two wretched docu-
ments are most notable.

Fact #1: The existing proof is, that neither of these two documents has been
prompted in any way by factually defined, recent developments within the Irag-
controlled portionsof theareawithin that nation’ sborders, nor thefraudulent claim
by the Administration, that the U.S. “war on terrorism” is areaction to the attacks
on the U.S.A. by any of the nations or organizations fingered as “rogue states,”
since Sept. 20, 2001.

Thefact is, that the policies contained within those two fraudulent documents
were first surfaced during Spring 1990, as emissions of a task force directed by
then-Secretary of Defense Dick Cheney, atask forcethen headed by Paul Wolfow-
itz, Lewis Libby, and Eric Edelman. Although unsuccessful—until now—they
represent the persisting, mad obsession of Dick Cheney and his Chickenhawk
accomplices over the course of no less than the past dozen years.

Fact #2: Theevidencesince 1992 is, that the policy utteredin those documents,
is not areflection of 2001-2002 developments, but is merely another of many re-
warmings of the previously failed work product embodied in a September 2000
revival of the previously suppressed Cheney doctrine of 1990. This was a policy
of VicePresidential candidate Dick Cheney, designed asaglobal strategic doctrine
intended to govern the foreign policy of a2001-2005 Bush Administration.
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Fact #3: This doctrine, pushed repeatedly by Cheney and
his Chickenhawk accomplices since 1990, had no notable
successin securing adoption until theeventsof Sept. 11, 2001.
Although no actual proof of the authorship of the Sept. 11,
2001 physical attacks on New York City and Washington,
D.C., has been presented by any government, without those
attacks the previously unsuccessful policies of Cheney and
his Sharon-allied Chickenhawks could not have been brought
forth as the two new Bush Administration doctrines now.
Solely as a result of the psychological impact of Sept. 11,
2001, Cheney, his Chickenhawks, and Ariel Sharon are now
being given the war they have desired so passionately, so
obsessively, over adozen yearsto date.

Demand Cheney’ sResignation

What aremarkable set of coincidences!

| have merely summarized three sets of facts which are
each and all heavily documented, and undeniable.

If the U.S.A. isfoolish enough to adopt the policies pro-
posed in these two documents, the consequencesfor both the
world, and the United States itself, will be early, often, and
awful. As | emphasized two days ago, it must be acknowl-
edged that, for all theragsand tattersof itsruined and collaps-
ing economy, the now virtually bankrupt U.S. Government
still has the kill-power to ruin any Middle East targets on
which it iswilling to spend between $2-3 trillions during the
remainder of the George “Belshazzar” W. Bush's quixotic
term as President. In other words, it hasthe power to destroy,
even perhaps obliterate the fuse, but it could not conquer the
bomb of perpetua warfare which the burning of that fuse
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“Vice President Dick
Cheney’ srecurring wet
dreamsof aU.S
worldwide Roman
Empire” . . . aremade
more dangerous by Ariel
Sharon’s plans for

“ Palestinian removal”
inageneral Mideast
war. Thethreat to
civilization, says
LaRouche, “ demands
that Cheney' s prompt
resignation be sought,
and accepted.” Here,
Cheney with Israeli
Prime Minister Ariel
Sharon (left).

would set off.

Such awar, oncelaunched by the U.S.A., will degenerate
quickly into an echo of Europe’s 1618-1648 Thirty Years
War. That war, like all religiouswars known to Europe since
the beginning of the Crusades, isthe type of war which ends,
not with peace, but with a burning-out of the territories and
peoples of al those nations drawn into its maw. Then and
now, those heathen packs of right-wing, nominally Christian
gnostics, or pro-fascist Jews of asimilar bent, which launch
such wars—like Adolf Hitler more recently—unleash the
kindsof destructiveforcewhich, likethe United States’ 1964-
1972 war in Indo-China, ultimately ruin the perpetrator and
hisaliesalike.

Let the cowardly slaves of the mass media be warned. It
were better to defeat such follies as those of Cheney and
his Chickenhawks—as did El Cid, even in death—than to
bequeath such nightmaresasthesefraudul ent policiesto pres-
ent and future generations. Shall the future measurethe honor
and courage of the American people, by our Congressional
and other cowards’ flight from an apparition of Chicken-
hawks? Or, will men and women of honor cease their cow-
ardly quaking, and rally around me in saving our nation and
its sacred Constitution from these wretched and Hellish crea-
tures?

Insummary, Vice President Dick Cheney’ srecurring wet
dreams of a U.S. worldwide Roman Empire are, in and of
themselves, theworld’ sgreatest singlethreat to the continua-
tion of civilization in any part of this planet today. These
facts demand that Cheney’s prompt resignation be sought,
and accepted.
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LaRouche Demands
Cheney’s Resignation

by Jeffrey Steinberg

Democratic Presidential pre-candidate Lyndon H. LaRouche
Jr. based his Sept. 22 demand for Vice President Dick Che-
ney’s resignation on newly accumulated evidence that Che-
ney, and ateam of hislongtime underlings, havewillfully lied
tothe American public, Congress, and the President, about the
circumstances under which they have promoted war against
Irag; and have promul gated adangerousnew national security
doctrinefor the United States, based on the abrogation of the
basic principles of international law and the Constitutional
principles of the American Republic. The basic facts of the
case areclear.

The White House' s Sept. 19 proposed Congressional res-
olution on Irag, and “The National Security Strategy of the
United States of America,” issued Sept. 17 over President
GeorgeW. Bush' ssignature, have been presented asa“ new”
national security doctrine, forced by the events of Sept. 11,
2001, and by Saddam Hussein’ spersistent pursuit of weapons
of massdestruction, which heis purportedly about to unleash
against American targets and/or share with terrorists. The
common feature of the draft war powers resolution and the
“National Security Strategy” isthat they promote a doctrine
of American unilateral pre-emptive military action.

But as LaRouche wrote on Sept. 22, “The existing proof
is, that neither of these two documents has been prompted in
any way by factually defined, recent developments within
the Irag-controlled portions of the area within that nation’s
borders, nor . . . theattacksontheU.S.A. by any of thenations
or organizations fingered as ‘rogue states' since Sept. 20,
2001."

Thedoctrine of preemptivewar, which Bush Administra-
tion hawks claim is an outgrowth of 9/11 and the imminent
threat posed by Saddam Hussein, was actually written in
1990, by Paul Wolfowitz, I. LewisLibby, and other utopians.
It wastriggered by thefall of the Berlin Wall in 1989 and the
prospect of the Anglo-American utopians moving unfettered
to their goal of world imperium, in theimage of H.G. Wells
book The Open Conspiracy.

Details of 1990 Pre-emption Doctrine

This was documented in an April 1, 2002 New Yorker
magazine article by Nicholas Lemann. In “The Next World
Order,” Lemann reported:

“ After the fall of the Berlin Wall, Dick Cheney, then the
Secretary of Defense, set up a ‘shop,’ as they say, to think
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about American foreign policy after the Cold War, at the
grand strategic level. The project, whose existence was kept
quiet, included people who are now back in the game, at a
higher level: among them, Paul Wolfowitz, the Deputy Secre-
tary of Defense; Lewis Libby, Cheney’s chief of staff; and
Eric Edelman, a senior foreign-policy advisor to Cheney—
generally speaking, a cohesive group of conservatives who
regard themselves as bigger-thinking, tougher-minded, and
intellectually bolder than most other people in Washington.
... Colin Powell, then the chairman of the Joint Chiefs of
Staff, mounted a competing and presumably more ideol ogi-
cally moderate effort to re-imagine American foreign policy
and defense. A date was set—May 21, 1990—on which each
team would brief Cheney for an hour; Cheney would then
brief President Bush, after which Bushwould makeaforeign-
policy address unveiling the new grand strategy.

“Everybody worked for months on the *five-twenty-one
brief,” with asensethat the shape of the post-Cold War world
wasat stake. When Wolfowitz and Powell arrived at Cheney’s
office on May 21st, Wolfowitz went first, but his briefing
lasted far beyond the all otted hour, and Cheney (ahawk who,
perhaps, liked what he was hearing) did not call time on him.
Powell didn’t get to present hisaternate version of thefuture
of the United Statesintheworld until acouple of weekslater.
Cheney briefed President Bush, using material mostly from
Wolfowitz, and Bush prepared his major foreign-policy ad-
dress. But hedelivered it on August 2, 1990, the day that Iraq
invaded Kuwait, so nobody noticed.”

Lemann continued: “ The team kept working. In 1992 the
Timesgotitshandsonaversion of the material, and published
afront-pagestory saying that the Pentagon envisioned afuture
in which the United States could, and should, prevent any
other nation or aliance from becoming a great power. . . .
Controversy ensued about the Bush Administration’s hawks
being ‘unilateral’—controversy that Cheney’s people but an
end to with denials and the counter-leak of an edited, softer
version. . ."

The “softer version” was the parting-shot, January 1993
“Defense Strategy for the 1990s: The Regional Defense Strat-
egy,” issued by Cheney. Lemann aso noted that another
member of the Cheney team, Zalmay Khalilzad, published a
short book, putting forward the samethesis several yearsinto
the Clinton Administration, under thetitle From Contai nment
to Global Leadership?, which featured the same call for the
United States to take preemptive steps to “preclude the rise
of another global rival for the indefinite future. ... Itisa
vital U.S. interest,” Khalilzad preached, “to preclude such a
development—i.e., to bewilling to use force if necessary for
the purpose.”

Buttressing the basic point of the Lemann story on the
Cheney “Team B” exercise in the Spring of 1990, Jim Lobe
wrote about the Spring 1992 Cheney draft Defense Planning
Guidance (DPG), which promoted the same preemptive war
doctrine, causing afactional firestorminside Bush 41’ steam.
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Lobewrote, in several online newspublicationsin early Sep-
tember 2002, “When excerpts of the document first appeared
inthe New York Timesin the Spring of 1992, Sen. Joe Biden,
now chairman of the Senate Foreign Relations Committee,
was particularly outraged, calling it a prescription for ‘liter-
aly aPax Americana,’ an American empire. . . .

“The document argued that the core assumption guiding
U.S. foreign policy in the 21st century should be the need
to establish permanent U.S. dominance over virtualy all of
Eurasia” Among the strategies spelled out by Wolfowitz and
Libby: “Deterring potential competitors from even aspiring
to a larger regional or global role,” and taking preemptive
action against states suspected of developing weapons of
mass destruction.

Lobe reported, “The draft, leaked apparently by a high-
ranking sourcein the military, sparked anintense but fleeting
uproar. At the insistence of then-National Security Advisor
Brent Scowcroft and Secretary of State JamesBaker, thefinal
DPG document was toned down beyond recognition.”

L obethen madethecrucial link which Lyndon LaRouche
had elaborated one day earlier during his Sept. 11, 2002 web-
cast (see EIR, Sept. 20): “Through the nineties, the two au-
thors and their boss, then-Pentagon chief Dick Cheney, con-
tinued to wait for the right opportunity to fulfill their
imperial dreams.

“Their long wait came to an end on the morning of Sept.
11, 2001, when two hijacked commercial airliners sslammed
into the World Trade Center towersin Manhattan and athird
into the Pentagon outside Washington.

“And the timing could not have been more ideal. Dick
Cheney had already becomethe most powerful vice president
in U.S. history, while the draft’ s two authors, Wolfowitz and
Libby, were now Deputy Defense Secretary and Cheney’s
chief of staff and national security adviser, respectively.”

L obe noted, “ Advocates of the new paradigm are part of
acoalition of threemajor political forces, whichincluderight-
wing Machtpolitikers, like Rumsfeld and Cheney, mainly
Jewish neo-conservatives closely tied to the Likud Party in
Israel, and leaders of the Christian and Catholic Right.”

Project for the New American Century

Y et another piece of evidence supporting LaRouche's
webcast analysis: The Sept. 15 issue of the Scottish Sunday
Herald published an article by Neil Mackay, titled “Bush
Planned Iraq ‘ Regime Change’ Before Becoming President.”
Mackay wrotethat “ asecret blueprint for U.S. globa domina-
tionreveal sthat President Bush and hiscabinet were planning
apremeditated attack on Iraq to secure ‘ regime change’ even
before he took power in January 2001.”

Mackay referred to the September 2000 report, “ Rebuild-
ing America s Defenses. Strategy, Forces and Resources For
a New Century,” by the rabid neo-conservative think-tank,
Project for the New American Century (PNAC). He quoted
from the section of the 90-page report dealing with Irag: “The
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United Stateshasfor decades sought to play amore permanent
rolein Gulf regiona security. While the unresolved conflict
with Irag provides the immediate justification, the need for a
substantial American force presence in the Gulf transcends
the issue of the regime of Saddam Hussein.”

The PNAC study precisely repeated the language of the
1990 and 1992 Cheney Defense Department studies, promot-
ing a “blueprint for maintaining global U.S. preeminence,
precluding the rise of a great power rival, and shaping the
international security order in line with American principles
and interests.” It is not surprising that the study so closely
followed the Pentagon studies of a decade earlier. Two of
the principal participants in the task force that produced the
document were Paul Wolfowitz and Lewis Libby. Othersin-
cluded Robert Kagan, William Kristol, and Dov Zakheim
(now Pentagon Comptroller).

The Introduction to the PNAC’s Sept. 2000 study was
unabashed about the fact that it was based entirely on the
Cheney Defense Department studies from the early 1990s.
The Introduction stated, “In broad terms, we saw the project
as building upon the defense strategy outlined by the Cheney
Defense Department in thewaning daysof theBush Adminis-
tration. The Defense Policy Guidance (DPG) drafted in the
early months of 1992 provided a blueprint for maintaining
U.S. preeminence, precluding the rise of agreat power rival,
and shaping theinternational security order inlinewith Amer-
ican principlesandinterests. . . . The basic tenets of the DPG,
in our judgment, remain sound.” Thisis hardly a surprising
conclusion, given that the two primary authors of the Cheney
DPG, Paul Wolfowitz and Lewis Libby, were participantsin
the group.

Indeed, the September 2000 study stated: “ At present the
United Statesfaces no global rival. America sgrand strategy
should aim to preserve and extend this advantageous position
as far into the future as possible. There are, however, poten-
tially powerful states dissatisfied with the current situation
and eager to changeit, if they can, in directionsthat endanger
the relatively peaceful, prosperous and free condition the
world enjoystoday. Up to now, they have been deterred from
doing so by the capability and global presence of American
military power. But, as that power declines, relatively and
absolutely, the happy conditions that follow from it will be
inevitably undermined. Preserving the desirabl e strategic sit-
uation in which the United States now finds itself requires
a globally preeminent military capability both today and in
the future.”

Reviewing this book of evidence against the Cheney ca-
bal, LaRouche noted that while there is no evidence placing
responsibility for the 9/11 attacks on the doorsteps of this
group, it is undeniable that no one el se gained as much from
them. From 1990, when the policy was first promoted, in
response to the imminent collapse of the Soviet Empire,
through to Sept. 11, 2001, the doctrine of imperial pre-emp-
tion and unilateral American military supremacy had been
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promoted by this group of utopians, but persistently beaten
back, by combinations of military traditionalists and other
institutional forces inside the United States, appalled at the
idea of the U.S.A. abandoning its heritage for a British or
Roman pursuit of world empire. he Cheney-Wolfowitz-Perle-
Sharon gang moved, inthewake of 9/11, to pursuetheir Well-
sian nightmare.

Utopian War Doctrine:
A Decade in the Making

by Jeffrey Steinberg

Asthefollowing timeline demonstrates, the so-called “ new”
National Security Strategy for the United States, presentedin
the Sept. 17, 2002 document issued under the signature of
President GeorgeW. Bush, isnot new at all. Theformulations
contained in the Bush document are derived 100% from pub-
lished documents, devised by the utopian imperial faction
inside the Dick Cheney Pentagon in the 1990-92 period, in
responsetothecollapseof the Soviet Union. Thesamecontent
reappeared under various sponsorships throughout the 1990s
and in September 2000—all prior to the events of Sept. 11,
2001.

May 21, 1990: Paul Wolfowitz, Assistant Secretary of
Defense for Policy, made a presentation before Secretary of
Defense Dick Cheney, arguing that the United States must
pursue anational security policy of denying any other nation
or group of nationsthe ability to challenge America smilitary
supremacy, in the aftermath of the demise of the Warsaw
Pact. The Wolfowitz doctrine was prepared by Wolfowitz, |.
Lewis Libby, and Eric Edelman, at Cheney’ s behest.

Feb. 17, 1992: Patrick Tyler published an article in the
New York Times, “ Pentagon ImaginesNew Enemies To Fight
in Post-Cold War Era,” revealing a draft text of a Defense
Planning Guidance, prepared by Wolfowitz for Cheney,
whichrepeated the call for the United Statesto establishlong-
term unassailable military supremacy over the globe, includ-
ing the use of pre-emptive force to block any nation from
achieving the capacity to undermine that American domi-
nance. “The world order is ultimately backed by the U.S.,”
the document declared.

1993: Zamay Khalilzad, another member of the Cheney-
Wolfowitz Pentagon team, enunciated the doctrinein abook,
From Containment to Global Leadership?, demanding that
the United States* preclude therise of another global rival for
theindefinitefuture. . . to bewilling to useforceif necessary
for this purpose.”

July 8, 1996: Richard Perle, close ally of Wolfowitz,
delivered areport to Israeli Prime Minister Benjamin Netan-
yahu, to be the basis for a July 10, 1996 Netanyahu speech
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before a joint session of the U.S. Congress. The report, “A
Clean Break: A New Strategy for Securingthe Realm,” advo-
cated abrogation of the Oslo Accords, annexation of the West
Bank and Gaza Strip, and a war against Iraq, to divide the
Arab world and create a permanent rift between the United
Statesand the Arabs, to establish anew Washington-Tel Aviv
axis of military domination over the Near East and Persian
Gulf. Principal authors of the study, which was prepared for
the Jerusalem-based | nstitute for Advanced Strategic and Po-
litical Studies (IASPS), were Perle, Doug Feith, David
Wurmser, Meyrav Wurmser, and Charles Fairbanks.
Fairbanksisalongtime associate of Wolfowitz, and, in effect
served asWolfowitz' srepresentativeonthetask force. IASPS
produced two in-depth studiesto facilitate implementation of
“Clean Bresk”: “Coping With Crumbling States: A Western
and Israeli Balance of Power Strategy for the Levant,” and
“Succession in Saudi Arabia: The Not So Silent Struggle,”
which spelled out detailed strategies for destabilization and
“regime changes’ in Iraq and Saudi Arabia.

Feb. 19, 1998: Richard Perle and former Congressman
Stephen Solarz (D-N.Y .) sponsored an open | etter to President
Bill Clinton, demanding military action to overthrow the Sad-
dam Hussein regime, and replace it with the Iragi National
Congress, headed by convicted swindler Ahmed Chalabi. The
letter was co-signed by 40 |eading neo-conservatives, includ-
ing Doug Feith, Zalmay K halilzad, David Wurmser, and Paul
Wolfowitz, whowereall involvedin either the 1990 Pentagon
study and/or the 1996 “ Clean Break” study.

September 2000: The Project for the New American
Century issued a report, “Rebuilding America's Defenses:
Strategy, Forces, and Resources for a New Century,” which
repeated the 1992 Defense Planning Guidance call for U.S.
global military supremacy and theuseof pre-emptivemilitary
force to defeat any challenges to that supremacy. The report
was prepared by atask force that included 1992 co-authors
Wolfowitz and Libby, along with Eliot Cohen, Robert Kagan,
William Kristol, and Dov Zakheim.

Documentation

World Responses to U.S.
Preemptive War Doctrine

Western Europe

Neil Mackay, “Bush Planned Iraq ‘Regime Change’
Before Becoming President,” Sunday Herald, Glasgow,
Scotland, Sept. 15:

“A secret blueprint for U.S. global dominationreveal sthat
President Bush and his Cabinet were planning apremeditated
attack on Iraq to secure ‘regime change’ even before he took
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power in January 2001.”

Mackay refersto the September 2000 report, “ Rebuilding
America's Defenses. Strategy, Forces and Resources For a
New Century,” by the Project for the New American Century
(PNAC), and quotes from the section of the report dealing
with Irag: “ The United States has for decades sought to play
a more permanent role in Gulf regional security. While the
unresolved conflict with Iraq provides the immediate justifi-
cation, the need for asubstantial American force presencein
the Gulf transcends the issue of the regime of Saddam
Hussein.”

The PNAC study precisely repeated the language of the
1990 and 1992 Cheney Defense Department studies, says
Mackay, promoting a*“blueprint for maintaining global U.S.
pre-eminence, precluding the rise of agreat power rival, and
shaping theinternational security order inlinewith American
principles and interests.” It isnot surprising that the study so
closely followed the Pentagon studiesof adecadeearlier. Two
of the principal participants in the task force that produced
the document were Paul Wolfowitz and Lewis Libby. Other
project participantsincluded: Robert Kagan, WilliamKristol,
and Dov Zakheim (currently the Comptroller of the Pen-

tagon).

French President Jacques Chirac, Sept. 23, in Co-
penhagen for the Asia-Europe Meeting (ASEM) summit
conference;

“Let us give peace a chance; war is aways the worst
solution. Asfar aslragisconcerned, war isnot unavoidable.”
Chirac said he would resist the new American preemptive
war doctrine “with al means,” because that doctrine, once
implemented, would “lead to theworst excesses.” He voiced
disagreement with British Prime Minister Tony Blair's dos-
sier on Irag, and, according to wire service reports, clashed
with Italy’s Prime Minister Silvio Berlusconi, because the
latter supported the Bush view “morethan isgood for Europe
and for the world,” as Chirac is said to have characterized
the discussion.

Peter Kilfoyle, “ Defending Our selves,” TheGuardian,
London, Sept. 23:

Kilfoyle, a senior British Labour Party parliamentarian,
was Minister of Defense in the Blair government (1999-
2000), and is now a critic of Blair. He writes that Europe
should unite, to*“ counterbalanceanincreasingly paranoid and
hawkish America.”

“In ancient Rome, the statesman Cato the Elder was re-
nowned for declaiming at the end of every speech, that ‘ Car-
thage must be destroyed,’ referring to Rome' s long-standing
enemy. It is perhaps appropriate, therefore, that one of the
right-wing think-tanks in the U.S. should be called the Cato
I nstitute—except that theultra-right of American politicssees
enemieseverywhere. Thethinking of theseideologuesisalien
to most of us.”

KilfoylecallsDeputy Secretary of Defense Paul Wolfow-
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itz “so extreme, that the description ‘hawk’ does not do him
justice.” After mentioning the National Institute for Public
Policy and theHeritage Foundation, Kilfoylewritesthat “ per-
haps the strangest pair of these factories of parancia are the
Center for Security Policy, and the Project for the New Ameri-
can Century (PNAC). The former is run by the ultra-hawk
Frank J. Gaffney. He calls UN inspections in Iraq ‘hare-
brained,” and isvery well-connected in Washington.
“Backin 1997, Gaffney wasco-signatory of theprinciples
of PNAC, along with Donald Rumsfeld, Dick Cheney, Paul
Wolfowitz, and Lewis Libby (all senior officialsto President
Bush), together with Jeb Bush, brother of the President.”

Russia

“Preemptive Attack on theWorld,” Krasnaya Zvezda,
official newspaper of the Russian Defense Ministry,
Sept. 24:

“Official Washington is preparing to shift from the doc-
trine of deterrence, which the U.S. has held to throughout the
Cold War until recently today, to a strategy of carrying out
preemptive attacks on those countriesjudged to be sources of
threatsto U.S. interests. This meansthat the object of Ameri-
can military operations can become any country which re-
fuses to agree to any demand from Washington.”

Krasnaya Zvezda notes that “the idea of preemptive
strikes has been circulating in military political circlesinthe
U.S. for along time; moreover, preemptive attacks had been
included in many documentsin the Pentagon, including at the
highest-level leadership. But only now hasit becomeofficial.
... The process began long before Sept. 11, and the terrorist
attack simply strengthened and accelerated it.”

The paper remarks that “ nuclear weapons play a specia
rolein thedoctrine of preemptiveattacks,” pointing to indica-
tions of devel opment of new types of nuclear weaponsin the
United States, including mini-nukes.

Chris Floyd, Moscow Times, English-language Rus-
sian daily, Sept. 24:

“Not since Mein Kampf has a geopolitical punch been so
blatantly tel egraphed, years ahead of theblow. . . . Adolf Hit-
ler clearly spelled out hisplansto destroy the Jewsand launch
wars of conquest . . . in his 1925 book, long before he ever
assumed power. . . . Similarly—in method, if not entirely in
substance—the Bush regime's foreign policy is aso being
carried out according to a strict blueprint written years ago,
then renewed a few months before the Regime wasinstalled
in power by the judicial coup of December 2000.

“The first version . . . was drafted by a team operating
under then-Defense Secretary Dick Cheney in 1992. ...
When the Dominators were temporarily ousted from govern-
ment after 1992, they continued their strategic planning with
funding from the military-energy-security apparatus and
right-wing foundations. This culminated in a new group, the
aptly named Project for a New American Century (PNAC).
Members included hard-right players like Cheney, Donald
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Rumsfeld, Paul Wolfowitz, Zalmay Khalilzad (now ‘ special
envoy’ to the satrapy of Afghanistan) and other empire aspi-
rants currently perched in the upper reaches of government
power. In September 2000, PNAC updated the original Che-
ney plan in a published report, * Strengthening America's
Defenses.’. . . Anyonestill ‘puzzled’ over theBush Regime's
behavior need only look to these documents for enlighten-
ment. They have long been available to the media. . .. The
Dominators dream of empire. ... One of their chief gurus,
Reaganitefirebreather Michael Ledeen, saysthat if the Domi-
nators reject ‘ clever diplomacy’ and ‘just wage total war’ to
subjugatethe Middle East, ‘ our childrenwill sing great songs
about us years from now.’ This madness, this bin Laden-like
megalomania, is now driving the hijacked American repub-
lic—and the world—to murderous upheaval .”

United States

John lkenberry, “America’s Imperial Ambition,”
Foreign Affairs, October 2002:

Ikenberry, a Georgetown University professor of “Geo-
politics and Global Justice,” criticizes “America s imperial
ambition” and tracesthe new Bush doctrineto Paul Wolfowi-
tz's1990 draft. He arguesthat aunilateralist and pre-emptive
U.S. strategy will be self-defeating, in that it will weaken
and destroy the alliances, such as NATO, and international
campaigns, such as that against proliferation, which are
needed against terrorism.

“History shows,” he writes, “that powerful states tend to
trigger self-encirclement by their own overestimation of their
power. Charles V, Louis X1V, Napoleon, and the leaders of
post-Bismarck Germany sought to expand their imperial do-
mains and impose a coercive order on others. Their imperia
orders were all brought down when other countries decided
they were not prepared to live in a world dominated by an
overweening coercive state. America’s imperial goals and
modus operandi aremuch morelimited and benign than those
of age-old emperors. But a hard-line imperia strategy runs
therisk that history will repest itself.”

Ikenberry discusses the doctrine that America’s military
strength must be kept beyond the ability of any nation or
coditiontotry to challengeit. Hewrites, “Thisgoa madean
unsettling appearance at the end of thefirst Bush Administra-
tion, in aleaked Pentagon memorandum written by then As-
sistant Secretary of Defense Paul Wolfowitz.”

Ibero-America

Editorial, “ The Apotheosisof American Supremacy,”
O Estado de Sao Paulo, Brazil, Sept. 24:

This Brazilian establishment daily excoriates the arro-
gance and “Orwellian doublethink” of the newly released
U.S. National Security Doctrine document.

“Thetext wasnot surprising. Sinceat least the President’ s
speech at West Point Military Academy, last June 1, it was
known that the new thinking dominant in Washington was
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British Prime Minister Tony Blair isalonewith U.S. warhawks—
here, with Defense Secretary Donald Rumsfeld: Blair isvirtually
the only world leader supporting the new Bush pre-emptive war
doctrineand its application to Iraqg.

retiring the philosophy of deterrence and containment that
had guided the United States to final victory during nearly a
half-century of Cold War with the Soviet Union. . . . But, if it
wasnot surprising toanyonewho had closely followed Bush's
foreignpolicy for thea most 20 monthsbetween hisinaugura-
tion and the Sept. 11 massacre, the document is stunning for
the absolute matter-of-factness with which the U.S. govern-
ment makes clear that it will respect such [international]
norms and institutions only to the precise degree that they
represent no obstacle to Washington’ sdecisions. . . .

“In ademonstration not that far from that which the late
English writer George Orwell called * doublethink’ to charac-
terize the lexicon of totalitarian regimes, the Bush govern-
ment called the principle guiding what is without doubt the
most aggressive security policy adopted by the U.S.A. since
President Reagan, ‘ authentic American internationalism,’” in
opposition to what would be a search for ‘unilateral advan-
tage.” Reminiscent of the‘Big Stick’ eraof Theodore Roose-
velt. . ..

“In other words, no nation will havetheliberty to develop
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a defense system which the United States considers poten-
tially competitive with its own. But al of them, on the other
hand, must accept their ‘ sovereign responsibilities’ inthebat-
tle against terrorism.”

Helio Jaguaribe, “ Superpower and Legitimacy,” O
Globo, Brazil, Sept. 23:

Jagueribe, a sociologist who is close to President
Fernando Henrique Cardoso, writes that the Bush Adminis-
tration’ snew security doctrineischanging themost important
characteristic historically of the United States: that it adhered
to principles of democracy and legality, in matters both do-
mestic and international . Such was the case from Presidents
Washington and Jefferson, through Lincoln and Franklin D.
Roosevelt, to Kennedy and Clinton. This consistent demo-
cratic orientation is what permitted the United States to be-
come a world power in World War I, and a superpower in
World War 11, with the agreement of the civilized and demo-
cratic world.

Bush, after acontested el ectionin which amajority of the
citizens voted against him, instead of adopting a moderate
position, “formed, with the notable exception of Secretary
Powell, a Cabinet of ultras, representative of the most reac-
tionary currents of the country, and intends now, in the name
of the battle against international terrorism and the pretext
of keeping Saddam Hussein from accumulating dangerous
stocks of weapons of mass destruction, to militarily invade
Irag, tooverthrow itsPresident and replacehimwithan Amer-
ican puppet.

“The world now faces. . . the unilateral assertion by the
only superpower, that it will superimposeitswill upon inter-
national law. Thelonghistorical tradition of theUnited States,
asan open and democratic society, respectful of law, isthreat-
ened by a frontal attack from the man who happens to be
President. ... Suddenly, President Bush declares himself
willing to use, arbitrarily and unilaterally, his military super-
power, including, if judged convenient, nuclear weapons.
This challenge places the United Nations and the democratic
and civilized world in an unescapable dilemma. Should
American unilateralism be tolerated, even implicitly, the
world will ceaseto be free, democracy ceaseto be universal,
and the power of the strongest will prevail.”

Mideast

Al-Watan, Saudi Arabian daily, publishes an article
by EIR s Jeffrey Steinberg, “ Pollard’s Spiesin the White
House” Sept. 20:

Steinberg reports the latest revelations made by Demo-
cratic Presidential pre-candidate Lyndon LaRouche on the
role of Israeli agents, including people in the office of Vice
President Cheney, such as Lewis Libby.

Zainil-Abdin al-Rikabi, Asharq al-Awsat, Saudi Ara-
bian daily, Sept. 14:
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Zainil-Abdin Al-Rikabi, a well-known Saudi religious
author, comments on President Bush’s decision to take the
Iraq case to the United Nations. “ Bush'’s backing down from
adirect war could be due to the growing opposition, or an
attempt to contain the wide opposition to thewar both domes-
ticaly and internationally. Meanwhile, we should not
downplay the other options, because the plans to attack Iraq
are mixed and interconnected with parallel strategies aiming
at redrawing themapsof theregion. Therearepeoplein Wash-
ington who are pushing into thisdirection to serve the Zionist
strategy, as American political leader Lyndon LaRouche has
said. And, thisis what he said literally: ‘There is now firm
evidence that the ongoing drive to induce President George
W. Bush tolaunch awar against Iraqg, isa 1996 Isragli policy
that isbeing foisted on the President by anest of | sragli agents
insidethe Israeli government.’ ”

Patrick Seale, “ HavetheWashington HawksBeen De-
feated?” Al-Hayat, L ondon-based Saudi-L ebanese daily,
Sept. 20:

“ThehawksinWashingtonand Tel Aviv arefurious. They
were preparing to smash Irag, unseat Saddam Hussein, install
a puppet government in Baghdad, and redraw the political
map of the entire region, shifting the balance of power deci-
sively in favor of the United States and Israel,” writes Seale,
a British Mideast expert, pointing to the Iragi decision to
allow UN weapons inspectors back.

“As they voice angry skepticism about the sincerity of
Irag’s intentions, the hawks disappointment is palpable.
They wanttokill SaddamHussein, not merely todisarmhim.”
Under the subtitle “Likudniks in the Bush Administration,”
Sealewrites: “ The hawksin Washington and Tel Aviv do not
want Saddam to be serious about weapons inspections. They
want him to cheat and provide a pretext for war. For them,
Iragq's aleged possession of weapons of mass destruction
(WMD) hasalways been something of asideissue, whilelrag
itself was only a means to an end. They dream of ‘regime
change' in Iraq as a stepping stoneto bigger things—control
of Irag’ s ail, thereby reducing Western dependence on Saudi
oil; pressure on Iran, seen as the mgjor long-term threat to
Israel; possible ‘regime change’ in both Iran and Syria; a
free hand for Israel to break the Palestinians and draw new
expanded frontiers; ‘democratic’ reform, U.S.-style, in both
Egypt and Saudi Arabia; a new imperial order in the Middle
East under joint U.S.-1sragli control. . . . Sucharethegeopolit-
ical fantasies devised by a group of fervent American Li-
kudniks—Deputy Defense Secretary Paul Wolfowitz, Assis-
tant Secretary for Defense Policy Douglas Feith, Chairman
of the Defense Policy Board Richard Perle—and which have
been adopted, uncritically, by the two most powerful menin
President Bush’s Administration, Defense Sectary Rumsfeld
and Vice President Cheney, and apparently by the President
himself.” He warns that “ some of these men are aware that,
if Irag manages to escape from war, their own ideological
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vision and political fortunes could be sacrificed. They need
to move fast because the timetable is extremely tight.”

From Our Archives

Suspected Soviet Cell
Wrote Reagan’s
Long-Term Strategy

by Jeffrey Steinberg

Reprinted and excer pted from EIR, June 3, 1988.

On Feb. 19, 1988, Washington Post associate editor Bob
Woodward published a front-page story detailing the Penta-
gon and CIA’sfutile search for “Mr. X,” the designation for
ahigh-level intelligence community mole who was believed
to be providing Pollard with top-secret code numbers of clas-
sified military documentsthat Pollard, acounterterrorist ana-
lyst at a Naval Investigative Service facility in Suitland,
Maryland, would then pilfer and passonto I sraeli and Soviet
intelligence. Shabtai Kalmanowitch, a Russian-born Isragli
multi-millionaire, soon to betried in Isragl asa KGB spy, is
widely believed to have been one of the Israel-Soviet “back
channels’ through which the “Mr. X” loot was shared with
M oscow.

According to one Pentagon source, theelusive“Mr. X" is
actually known to be an entire cell of shared Soviet-Isragli
agents, rather than just one well-placed individual. While
Woodward's headline-grabbing revelations about “Mr. X”
were aimed at blocking the Department of Justice from shut-
ting downits Pollard investigation altogether, under reported
strong pressure from State Department chief counsel Abra
ham Sofaer and Secretary of State George Shultz himself,
Pentagon and CIA officials have been reportedly aware that
they are dealing with an “X Committee,” buried deep inside
the American national security establishment.

Oneversion of the“ X Committee” list, reportedly passed
from the office of the genera counsel to the Secretary of
Defense and on to the FBI early this year, contained such
prominent Reagan Administration figures as: klé, Richard
Perle, Steven Bryen, Doug Feith, Andy Marshal, Henry
Rowen, and Frank Gaffney, Jr. All were, up until very re-
cently, senior officialsat the Pentagon, the Arms Control and
Disarmament Agency, and the CIA’s National Intelligence
Estimates Board.

For the past month, ateam of EIR investigators has con-
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ducted an extensive background cross-check of these named
individuals and others closely associated with them, such as
Michael Ledeen, Roy Godson, and Neil Livingstone. This
preliminary specia report summarizesthe findingsto date.

Albert Wohlstetter Recruitsa Net

Decades beforethere was Pollard and Kamanowitch, Dr.
Albert Wohlstetter had already established himself as one of
America spreeminent “ nuclear strategists’—certainly oneof
the figures upon whom the early 1960s character “Dr.
Strangelove” was based. First at the RAND Corporation and
the University of Chicago, and later at his own consulting
firm, Pan-Heuristics, Wohlstetter groomed literally scores of
protégés for future sensitive government posts.

Using the Senate offices of the late Henry Jackson (D-
Wash.) and Clifford Case (R-N.J.) asstepping stonesfor plac-
ing his epigones into the Washington, D.C. policymaking
circuit, Wohlstetter had succeeded, by the time the Reagan
Administration entered office, in placing his assets in sensi-
tive and powerful positions at the Pentagon. Dr. Fred Iklg, a
Wohlstetter protége from their days together at RAND, be-
came the Deputy Secretary of Defense. Richard Perle, who
had come under Wohlstetter's wing while still a student at
Hollywood High School, and who survived a 1970 near-ar-
rest, reportedly for passing secrets to the Mossad while on
Scoop Jackson's staff, became President Reagan’s most
trusted arms control adviser up until his departure from the
Pentagon late last year. Perle was the actual author of the
disastrous INF treaty proposal jumped on by Soviet boss
Gorbachov at Reykjavik. . . .

Wohlstetter apparently went to great lengths to distance
himself from hisyears of activity asafigurein the American
communist movement in the 1930s and 1940s.

By 1983, Wohlstetter and his network had so penetrated
the national security apparatus of the Reagan Administration
that the “father of America’'sMAD strategy,” as Wohlstetter
was known, was formally appointed—at the same time as
Henry Kissinger—tothePresident’ sForeign Intelligence Ad-
visory Board, a post he retains today. While not exactly an
operational assignment, membership on PFIAB entitles
Wohlstetter to access some of America s most important and
operational intelligence secrets.

When the Reagan Administration set out to define along-
term strategy for confronting the Soviet threat going into the
early decades of the 21st Century, a “private” blue ribbon
commission was empaneled by Defense Secretary Caspar
Weinberger. The co-chairmen of the panel were Wohl stetter
and Iklé.

The final product of the Wohlstetter-lklé Commission,
once one grasps the implications of the “X Committee” au-
thorship, was predictable. Released at a Pentagon press con-
ference on Jan. 12 of this year, Discriminate Deterrence, a
Report fromthe Commission on Integrated Long-Term Strat-
egy, made two particular policy pronouncements that were
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tantamount to treason.

First, thereport stated categorically that the United States
should formally remove its nuclear umbrella from its Euro-
pean NATO allies, thus virtually assuring the Soviets of an
unchallenged conventional military takeover of Western Eu-
rope at any moment they might choose.

Second, thereport called for the abandonment of the Pres-
ident’'s Strategic Defense Initiative by refocussing on the
more narrow objective of a point defense of America’ sland-
based nuclear arsenal. By abandoning the overall doctrinal
shift to Mutually Assured Survival based on a broad defense
against all Soviet nuclear weapons, the report called for kill-
ing thewhol e program while at the sametime abandoning the
post-war doctrine of deterrence by massive retaliation.

Asif to remove any doubt asto theintention of thereport,
co-author Wohlstetter told an EIR journalist at the Pentagon
pressbriefing, “ The SDI will eventually die of embarrassment
[because] the notion that the Soviet Union would launch a
nuclear attack against the population of the United States
isabsurd.”

The Search for ‘Mr. X’

by Joseph Brewda

Reprinted and excerpted from EIR, June 3, 1988, this profile
of leading candidates for the “ X Committee” controlling the
espionage of Jonathan Pollard, exposes much of thewar hawk
leader ship of the Pentagon today.

U.S. government investigatorsare hot on thetrail of “Mr. X,”
the senior U.S. government official deemed responsible for
having placed convicted Soviet-l1sragli spy Jonathan Pollard
in a sensitive post at U.S. Nava Intelligence. Without such
an official, or officials, Pollard could never have reached his
position. EIR has received alist of suspects currently being
investigated by the U.S. government for having played that
treacherousrole. ItisEIR sjudgment, moreover, that theindi-
viduals on the list, far from being a random collection of
suspects, constituteatightly organized conspiracy, whichwas
responsible, as a whole, for patronizing and protecting Pol-
lard. Perhapsthe best description of themis* Albert Wohl stet-
ter'schildren.”. . . Wohlstetter was one of the founders of the
RAND corporation, a center of crackpot strategies, together
with Andrew Marshall, Henry Rowen, and Herman Kahn.

Altogether, the list includes:

Henry S. Rowen. Currently asenior fellow at the Hoover
I nstitution, Rowen joined Wohlstetter and Kahn at the newly
formed RAND corporation in 1951, following graduation
from Massachusetts | nstitute of Technology. His most recent
government post was chairman of the Nationa Intelligence
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EstimatesBoard at CIA, 1980 to 1983.

In 1951, Rowen and Wohl stetter succeeded in expanding
their penetration of U.S. defense circles through a RAND
study on the vulnerability of Strategic Air Command basesto
Soviet surprise attack. Rowen and Wohlstetter designed the
insane doctrine of “flexibleresponse” and “controlled escala-
tion” at RAND, and later sold it to Defense Secretary Robert
McNamara.

In 1959, Rowen, Wohlstetter, and Andy Marshall became
key figuresinthe John F. Kennedy campaign. Following Ken-
nedy’ s election, Rowen was appointed Deputy Assistant De-
fense Secretary under McNamara, where he advocated the
“Mutually Assured Destruction” deterrencethesis, in opposi-
tion to the traditional military doctrine of “war-winning.”
Rowen served as President Johnson’ s assistant director at the
Bureau of the Budget, and then returned to RAND. Rowen
reemerged as the leader, with Wohlstetter and Kahn, of the
team which wrote Jimmy Carter’ s notorious PD-59, a policy
which removed the strategic nuclear umbrellafrom Western
Europe.

Andrew Marshall. Currently the director of the Defense
Department’ s Office of Net Assessments, a post he has held
since 1973, Marshall overseesall Pentagon studiescomparing
the relative strengths of the U.S. and Soviet military. The
office’ s assessments have been notoriously incompetent. A
founder of RAND, Marshall assisted Albert Wohlstetter and
hiswife, Roberta, intheirinfluential study onthevulnerability
of the Strategic Air Command. While at RAND, Marshall
also trained future Defense Secretary James Schlesinger.

In 1957, Marshall joined H. Rowan Gaither in directing
the Council of Foreign Relations-linked Gaither Committee,
which concluded that the United States would not be able to
follow the doctrine of “massive retaliation,” and had to, they
insisted, accept the idea of U.S.-Soviet strategic parity. The
committee’' s ideas were later picked up by Henry Kissinger.
In 1973, Secretary of Defense James Schlesinger hired his
mentor Marshall to become director of the Office of Strategic
Assessment. Under Marshall, it became the key Pentagon
office overseeing the subcontracting of strategic assessments
to private firms, such as RAND. Marshall has also served as
the key liaison with the Isragli Defense Ministry. In 1982,
Marshall, Fred Ikle, and Richard Perle co-authored the
Reagan Administration’ s guidelines on defense guidance.

Fred Charles|klé. Product of an €elite family associated
with the National Bank of Switzerland, Ikléwastrained at the
RAND Socia Sciences department under Wohlstetter and
Marshall. From 1981 through February 1988, IkléwasUnder-
secretary of Defense for Policy. He is the co-author with
Wohlstetter, of the recent Pentagon study, Discriminate De-
terrence.

In addition to serving in his family’s Zurich-American
Insurance Company and teaching at MIT, Iklé directed the
Arms Control and Disarmament Agency under President
Ford. He has served as the main patron of the “X Commit-
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tee's’ Richard N. Perle and Stephen D. Bryen within the De-
fense Department.

Richard N. Perle. From 1981 through April 1987, Perle
was Assistant Secretary of Defense for International, Eco-
nomic, Trade, and Security Policy, serving under Undersecre-
tary Iklé. Perleisnow based at the American Enterprise Insti-
tute. Perle formulated the treasonous “ zero option,” and sold
the policy to Ronald Reagan for the 1986 Reykjavik summit.
Heismarriedto L eslie Joan Barr, formerly atop officer at the
Commerce Department and currently in the sensitive post
of director of the Customs Service's International Program
Management Division.

Perlegot hisstart by dating Wohl stetter’ sdaughter in high
school. He was later a London School of Economics college
roommate of another Wohlstetter protégé, nuclear strategist
Edward Luttwak. Perle was sent into the Congress in 1970,
as atop aide to the late Sen. Henry “Scoop” Jackson, with
access to high-level classified information. In 1970, U.S.
wiretapsof thelsraeli embassy showed that Perlewasfeeding
some of this classified information to the I sragli government,
probably in association with Kissinger associate Helmut Son-
nenfeldt.

In 1976, Perleleft government to form the Abingdon Cor-
poration, an arms trading company, with future Navy Secre-
tary John Lehman. Perle maintained Abingdon’s lucrative
account with Soltam Corporation, Isragl’s largest mortar
manufacturer, which was later implicated in the Iran-Contra
arms sales. Perle was later caught receiving over $100,000
from Soltam, after he joined the Reagan Administration in
1980, alegedly for past services due. Simultaneous with
forming Abingdon, Perlefounded the Jewish Institutefor Na-
tional Security Affairs (JINSA) with Stephen Bryen; Michael
Ledeen, a suspected Mossad or Soviet spy later central to
the Iran-Contra affair; and Y ossef Bodansky, reportedly the
Israeli intelligence handler of Jonathan Pollard.

Stephen D. Bryen. Currently employed at the new post of
Deputy Undersecretary of Defensefor Trade Security Policy,
Bryen had been a deputy of Perle at Defense since 1980.
Bryen got his start as an aide to Sen. Clifford Case in 1971,
quickly becoming Perle's closest associate in the Senate.
Bryen co-founded JINSA with Perle, and hiswife, Shoshana
Bryen, has served as JINSA'’ s executive director sinceitsin-
ception.

In 1978, Bryen was caught red-handed withthe Mossad' s
Washington station chief, Zvi Rafiah, discussing giving the
Israeli government classified information. Bryen was then
staff director of the Senate Foreign Relations Subcommittee
on Near Eastern and South Asian Affairs. Like Perle, Bryen
escaped prosecution.

While serving as Perle’ s assistant at the Defense Depart-
ment, Bryen formed the Technology Transfer Center, with
oversight over the smuggling of strategic technology. Bryen
hired Pollard’ sreported handler, Y ossef Bodansky, to serveat
thecenter, aswell asMichael Ledeen’ swife, BarbaraL edeen.
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Frank Gaffney, Jr. Now based at Herman Kahn's Hud-
son Institute, Gaffney was Deputy Assistant Secretary of
Defense for Nuclear Forces under Perle, and was dated to
be his replacement until his resignation from government
last November. Like Perle, Gaffney got his start working
for Sen. Scoop Jackson, and has often been described as a
Perle protégé. Since his resignation, Gaffney has loudly
criticized the INF treaty, whose worst features Perle master-
minded. He has not broken with Perle, however, and co-
authored a loyal “critique” of the treaty with Perle in Feb-
ruary.

DouglasJ. Feith. At hisown Washington law firm since
1986, Feith served as Perle's deputy in varying capacities at
Defense since 1982, most recently as deputy assistant secre-
tary for negotiations policy. He had previously served on the
Reagan National Security Council.

John F. Lehman, Jr. Secretary of the Navy from 1981
through 1987, Lehmanis currently touted asaNational Secu-
rity Adviser or Defense Secretary in a Bush Administration.
A relative of the late Princess Grace of Monaco, L ehman got
hisstart asthe Oxford University roommate of David Walker,
afutureleader of Britain’ selite Strategic Air Services(SAS),
and founder of KMS, Ltd., a firm which Lehman ensured
handled much of the Iran-Contraarms trafficking.

Lehman was a senior staff aide and counsel to Henry
Kissinger, both at the NSC and the State Department. Begin-
ning in 1975, Lehman served as |kI€ s deputy director at the
Arms Control and Disarmament Agency. During the Carter
years, Lehman formed the Abingdon Corporation with Rich-
ard Perle.

Paul Dundes Wolfowitz. Currently ambassador to Indo-
nesia, Wolfowitz had been Wohlstetter’ s student at the Uni-
versity of Chicago, together with Donald Fortier, the recently
deceased deputy director of the National Security Council.
Wolfowitz's first government post was as special assistant
to Fred Iklg, 1974-77, then directing the Arms Control and
Disarmament Agency. After athree-year stint at the Defense
Department Regional Programs Office, Wolfowitz became
director of the Policy Planning Staff at the State Department,
in 1981-82, and then Assistant Secretary of State for East
Asianand Pacific Affairsthrough 1985. At that post, Wolfow-
itz played akey rolein theoverthrow of Philippines President
Ferdinand Marcos.
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George Pratt Shultz:
The Vulcans’ Godfather

by Scott Thompson

According to newsaccounts of Summer, 1998, aBush family
war council took place at their Kennebunkport, Maine vaca-
tion compound, where it was decided to make George Pratt
Shultz (a high-ranking official in every Republican Cabinet
since President Nixon's), head of then-Gov. George Bush
“43's’ Presidentia Exploratory Committee. Shultz's deputy
on the Committee, launched shortly thereafter, was former
President Bush “41's’ Secretary of Defense, Dick Cheney,
who has since emerged as one of the most powerful Vice
Presidentsin history. Like Shultz, Cheney brought with him
baggage, such ashis 1990 Defense Secretary’ s brief advocat-
ing a Roman-style Pax Americana. Clearly, Shultz did not
disagree, because almost every member of Bush 41’ sforeign
policy team shared the post-Cold War mirage of building
an “American empire.” It was these two Anglo-American
Establishment members of the Republican “ Old Guard” who
paved the way for Bush 43's successful Presidential cam-
paign.

Oneof thefirst selectionsmade by Shultz—whowashim-
self then a Distinguished Fellow at the Hoover Institution
among other positions—was of Condoleezza Rice, also a
Hoover Fellow, who had just finished a term as Provost at
Stanford. It was she who dubbed Bush 43’ s strategic policy
team“TheVulcans,” after astatue of the Roman god of metal -
forginginthe steel center of Birmington, Alabama, her home
town. (Some wags have suggested since, that she ought better
to have dubbed the team “Martians,” after the Roman god
of war.)

Shortly after the Kennebunkport summit, Bush 43 visited
Shultz’'s home in Palo Alto, California and approved the
woman who wasto be part “ nanny,” part “ school marm,” and
today Presidential Assistant for National Security Affairs.
With Condi Rice as the self-described “quarterback of the
Vulcans,” one of the first drafts by Shultz and Cheney was
Paul Wolfowitz, Deputy Secretary of Defense. Wolfowitz, as
amember of the Cheney Defense Department under Bush 41,
had argued loudly that the time wasripefor a Pax Americana
empire. Wolfowitzinturnisbelievedto havebrought in Rich-
ard Perle, today chairman of the Defense Policy Board, having
served as the highly suspect Assistant Secretary of Defense
for International Security Affairs from 1981-87 in President
Reagan’s Administration.

Thus came together the followers of H.G. Wells who

EIR October 4, 2002

would be the trainers and advisers of the current President,
whom Lyndon LaRouche has called “adupe from birth.”

Shultz and the Pollard Affair

His role with “The Vulcans’ makes it hardly surprising
that as Reagan Administration Secretary of State, Shultz did
everything within his power to halt the investigation of con-
victed “spy for Israel,” Jonathan J. Pollard. As EIR reported,
fromwell-informed U.S. intelligence sources, the reason Pol -
lard has never been released from prison to Isragl, liesin the
sealed affadavit of Reagan’s Secretary of Defense Caspar
Weinberger. Weinberger attested that far from Pollard’ smain
focus being Arab “enemies of Isragl,” he gathered the most
highly classified materia on the U.S. war-fighting strategy
against the Soviet Union, which Israel then used for trading
with the U.S.S.R.—e.g., for the release of Jewsto Isradl.

EIR learned from Pentagon and other U.S. intelligence
sources, and published, that an investigation was ongoing,
not simply to find the “Mr. X" director of Pollard’s spying
activities, buttoidentify an“ X Committee” actingasaSoviet-
Israeli “molehill” in Washington, telling Pollard what docu-
ments were available to be turned over to the I sraglis.

Ironically, oneof theforemost suspectsinthe X Commit-
tee” wasRichard Perle(a.k.a.“ ThePrinceof Darkness). Perle,
whose appointment as chairman of the Defense Policy Board
did not require Senate approval, and who reports directly to
Paul Wolfowitz, has been foremost among those arguing for
war on Irag, for U.S. occupation and takeover of Saudi Ara
bia's eastern oil fields, for a total break with the House of
Saud, and for a purge of those American military chiefswho
don’t agree with him. Still, Shultz drafted Richard Perle as
one of the first members of “The Vulcans,” who held daily
conference calls “to bring Governor Bush up to speed.”

It was this investigation into the “X Committee” that
Shultz, when Secretary of State under Reagan, had tried to
nip in the bud. For this purpose, Shultz deployed the Legal
Adviser of the U.S. State Department, Abraham Sofaer, who
was aformer Federal Judge nominated by President Jimmy
Carter, and an alleged Mossad agent. Judge Sofaer had pre-
sided over the lawsuit brought by then-Gen. Ariel Sharon
against Timefor itsstraightforward coverage of the slaughter
in Lebanon by Falange militia under Genera Sharon’s over-
sight.

No sooner did Shultz tip Sofaer to try to bury the Pollard
case, than Sofaer led a delegation in late 1985 to Israel to
interrogate Rafael Eitan. Eitan had been the head of Lekem—
the “off-the-reservation” technological intelligence unit that
was believed to have been the Israeli counterpart of the “X
Committee.” Not only did nothing come out of thisinterview
with Eitan, but, whilein | srael, Sofaer—according to colum-
nistsEvansand Novak—gave aninterview tothelsraeli daily
Ha’ aretz, where he praised Sharon’s invasion of Lebanon,
Israel’s bombing the Palestine Liberation Organization
(PLO) inTunisia, and itsinterception of an Egyptian airliner.
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George Shultz (Ieft) with Caspar Weinberger, in 1987. Shultz was
instrumental in protecting Jonathan J. Pollard, who was convicted
of espionage for Israel.

So, Shultz used an avowed advocate of Israel’s fascist
“Terror Against Terror”-style tactics, to cover-up the extent
of the Jonathan Pollard espionage network. And, herewarded
Judge Sofaer by seeing that heisnow aFellow at the Hoover
Institution, along with Shultz.

Other Treachery Against U.S. Interests

Shultz' s personal disdain for the general welfare of U.S.
citizens may originate with his background before entering
high office. Hewas one of thefirst Secretaries of State, whose
training had been largely that of a nerdy, cybernetics “time
study” man. Shultz earned a Ph.D. in industrial economics
from the Massachusetts Ingtitute of Technology, where he
also taught from 1948-57. He became Dean of the Graduate
School of Business at the University of Chicago (1962-68).
There Shultz was a “sherpa” for the likes of such “Chicago
School” types as the Milton Friedman who followed in the
footsteps of Nazi Finance Minister Hjalmar Schacht. A 1960
Shultz book that hel ped him obtain thisjob was Management
Organization and the Computer, which peddled the fraud of
artificial intelligence, and what became known as the late,
great “Information Age.”

Shultz served as Secretary of Labor intheNixon Adminis-
tration from 1969-70, and was then appointed Director of the
Office of Management and the Budget (OMB). It was in the
latter position, according to well-informed sources, that
Shultz was one of the persons who strong-armed Treasury
Secretary John Connolly to accept the 1971 decision to de-
stroy the Bretton Woods monetary system. This process, es-
pecialy, included dumping gold-reserve-pegged parities
among currencies, to create the floating exchange-rate sys-
tem. Of al the disastrous policies in the post-World War 11
era, thisdecision to destroy Bretton Woods did perhaps more
than any other, to extinguish President Franklin Delano Roo-
sevelt’ s successin reversing the Great Depression. In physi-
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cal-economic terms, it has meant negative growth for the
United Statessince 1971. It wascritical increating thecurrent,
accel erating, global systemiceconomic collapse. Asareward,
thetragic Nixon appointed Shultz Secretary of the Treasury—
replacing Connolly—where Shultz implemented austerity
measures upon American citizensfrom May 1972 until May
1974,

In 1981 Shultz was made chairman of theincoming Presi-
dent Reagan’ sEconomic Policy Advisory Board. Inthat posi-
tion, he did nothing to reverse the ravages upon the physical
economy—industry, agriculture, infrastructure—wrought
during thepreviousCarter Administration by Federal Reserve
Chairman Paul Volcker's usurious interest rates. Rather,
Shultz embraced the New York Council on Foreign Rela-
tions' “1980s Project” work of 1976, which had called for
“controlled disintingration.”

In 1982, Shultz was promoted to become the 60th Secre-
tary of State, and served until Jan. 20, 1989. Toward the end,
following then-Prime Minister Lady Margaret Thatcher’ sad-
vicethat Mikhail Gorbachov wasa* man with whom you can
do business,” Shultz proposed what was then known as a
“global condominium” or “New Yalta’ arrangement with
Gorbachov. Ironically, by 1989, Soviet hardliners, fearing an
impending economic collapse, were preparing for apotential
“global showdown,” and Gorbachov was Secretary General
in name only.

Exemplary of the“New Yalta,” isthe case of the Middle
East, where Shultz rudely rejected Israeli and other sugges-
tions that an economic development program for the region
ought to be the key component of negotiating political solu-
tions. Taking a page from Zbigniew Brzezinski’s “Arc of
Crisis,” Shultz carried out secret diplomacy, offering Israel
the West Bank (which had been part of Jordan), plusa part of
southern Lebanon, if Israel would grant Syria, whichwasthen
aSoviet satrap, the remainder of northern Lebanon. Thus, the
map of the Mideast would beredrawn into a*“ Greater Syria’
and a"“ Greater |sragl”—an arrangement which left the Pales-
tinians, with whom Shultz refused to deal, with nothing.

Sinceleaving office, Shultz has not changed hisdisregard
for the general welfare. He teamed up with “British Golem”
and mega-speculator George Soros to promote a series of
referendato legalize narcotics, making him truly the* Godfa
ther of The Vulcans.” Thus, inan Oct. 7, 1989, speech to the
Stanford Business School, Shultz said that thetime had come
“to makeit possiblefor addictsto buy drugsat someregulated
place at a price that approximates cost. . . . We need at |east
to consider and examine forms of controlled legalization of
drugs.” Shultz's argument, in historical effect, has been for
skyrocketting addiction wherever it has succeeded.

In semi-retirement in the Hoover Institution's ivory
towers, Shultz has done very well indeed, giving economic
advice to many companies gullible enough to accept it from
the man who helped bring about their impending demise.
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He is amember of the board of directors of Bechtel Group,
Fremont Group, Gilead Sciences, Unext.com, and Charles
Schwab & Co. Heisal so chairman of the I nternational Coun-
cil of J.P. Morgan Chase, which EIR analysts believe may
have been taken under protection of the Federal Reserve after
it nearly went under thisyear. For now, Shultz is being well
rewarded for his years of servitude to the Anglo-American
Establishment.

The ‘Neo-Conservative’
Problem

by Dr. Clifford A. Kiracofe, Jr.

Inthelast several weeks, EIR hasreprinted, with permission,
notable commentaries questioning war against Iraq, includ-
ing articles by former U.S National Security Adviser Gen.
Brent Scowcroft, former Republican U.S. Rep. Pete McClos-
key of California, and speaker sat a conferenceof theNational
Council on U.S-Arab RelationsinWashington. Thefollowing
comments by Dr. Clifford Kiracofe were made on Sept. 9 to
that conference. Kiracofe, an historian who was a senior
staff member of the Senate Committee on Foreign Relations,
anticipated the contents of President GeorgeW. Bush' s* neo-
imperial” doctrine by several weeks. Further speeches from
the U.S-Arab conferencewill be coveredin next week’ sEIR.

InJune, | had the opportunity to visit Saudi Arabiaand Egypt.
It was instructive to be in the region again. The situation is
dangerousand the gulf iswidening between the United States
and our friendsin the region. | was pleased to meet and hear
from such personalities as H.R.H. Crown Prince Abdullah,
the Egyptian Foreign Minister, and the head of the Arab
League. . . . Turning now to thistown, | shall now comment
on neo-conservatives, Christian Zionists, and the print news
media

Congressmen and Senators, while home during recess,
evidently encountered a deeply skeptical electorate with re-
spect to war against Irag. Scurrying back to this town, some-
what chastened politicians seem nervous about the elections
just ahead and the international situation.

Where the United States had the whole world behind it
last 9/11, the whole world today—one can say, with good
reason—isagainst the United States, because of the Adminis-
tration’s neo-conservative Middle East policy, to attack Irag
and to do nothing to solve the Pal estine question.

While many in this room are familiar with the “hawks
versusdoves’ or “unilateralistsversusmultilateralists’ analy-
sis of the foreign policy debate, may | offer the perspective
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of “Traditionalists versus Neo-Conservatives’? In my view,
the current policy debate is a confrontation between those
who advocate the core values of thetraditional United States
approach to foreign relations, as established by the Founding
Fathers, and those who are the alien-minded advocates of a
radical break with American tradition.

Thealien-minded neo-conservativepolicy network advo-
catesthe revival of a 19th-Century European imperialism—
if not aruthlessand cynical 20th-Century German machtpoli-
tik—asthebasisfor anew permanent directioninU.S. foreign
policy. Infact, the neo-conservative policy network demands
that the United States adopt a policy of global imperialism.
That this is a constant theme in their propaganda is well
known, and observable on adaily basis.

The policy of permanent global imperialismisthe core of
the dark, hysterical, and alien mind-set of the neo-conserva-
tives. Americanforeignpolicy traditionalists, of course, reject
permanent global imperialism and pre-emptive war. Tradi-
tionalists say international law must be respected, and that
our policy should beto* observegood faith andjusticetoward
all nations.”

Because of the penetration of the Republican Party by the
neo-conservative policy network during the past 20 years, the
Republican Party now faces a severe internal crisis. Thisis
reflected in the situation in Congress today by the sharp split
between pro-Zionist Republicans and non-Zionist Republi-
cans. A few sensible and respected Republican |eaders of an
older generation, such as James Baker and Brent Scowcroft,
stepped forward to caution fellow citizens about the dangers
of neo-conservative foreign policy. But the neo-conservative
network of ayounger generation of ideol ogi cal zeal otsoperat-
ing inside the Bush Administration, and supported by most
Republicans in Congress—at least for the time being—goes
about itswork unimpeded, andisinfact protected at the high-
est levels of the Administration. . . .

1. Who Arethe Neo-Conser vatives?

When | refer to “neo-conservatives,” | mean a particular
network of Jewish-Americanintellectuals, operativesincethe
1950s. Gentile allies of the self-styled neo-conservatives,
such as Gary Bauer, began torefer to themselvesin the 1980s
as “Socia Conservatives.” The followers of William Buck-
ley, who have been alies of the neo-conservatives since the
1950s, tend to call themselves “ Conservatives.”

With respect to Buckley, | recall his National Review
magazine lambasted President Eisenhower for his Middle
East policy during the Suez Crisisin 1956. President Eisen-
hower, of course, opposed the neo-imperialism of Britain,
France, and Israel. The “neo-conservative” movement
emerged in the 1950s from the work of two key intellectuals,
Norman Podhoretz and Irving Kristol. They had, according
to some intellectual historians, drifted from pre-World War
[l Trotskyism to post-World War 11 Cold War Zionism. They
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Dr. Clifford
Kiracofe:

“ American
traditionalists
oppose a policy of
permanent global
imperialismand
pre-emptive war.”

became Truman Democrats.

Theintellectual rootsof neo-conservativethinking onfor-
eign policy matters can be traced, in large measure, to Prof.
Leo Strauss and Prof. Hans Morganthau—both emigrésfrom
Nazi Germany teaching at the University of Chicago.
Morganthau advocated realpolitik foreign policy in what
came to be called the “Realist School.” The philosophical
underpinnings of these “ Realists’ and neo-conservativesare,
demonstrably, Friedrich Nietzsche with his advocacy of
amoral power, and Spinoza with his advocacy of a certain
esoteric intellectual elitism. Thisis certainly a very far cry
fromthetraditionsof the United States, our Founding Fathers,
and our Constitution.

Intheearly 1970s, the neo-conservativesclustered around
U.S. Sen. “Scoop” Jackson. They then, opportunisticaly,
bolted the Demaocratic Party led by President immy Carter,
in disagreement with his approach to the Middle East. And
what didthey donext? They simply penetrated the Republican
Party and the incoming Reagan Administration in 1981.

2. What Do the Neo-Conservatives Advocate?

The neo-conservative policy network advocates a desta-
bilization and bakanization of the Middle East. Out of the
chaos, they say, will come a new order through “regime
change,” the redrawing of borders, and the reallocation of
the control of the hydrocarbon resources of the region. Neo-
conservatives see the destabilization of the Arab and Muslim
Middle East as good for Isragl. | myself, to the contrary,
think this policy is harmful—even dangerous—to the long-
range security of lsrael, not to mention to the region as
awhole.

One element of neo-conservative foreign policy seems
drawn from Lord Palmerston, ca. 1840. Palmerston devised
aMiddle East policy for the British Empire that promoted a
Jewish entity in historic Palestine, linked to the Turkish Em-
pire as a counterweight to Egypt. This policy waslater modi-
fied when the British Empire seized Egypt outright in the
latter 19th Century.

Theneo-conservative, neo-imperial policy for theMiddle
East isbased on an alliance between I srael, the United States,
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Turkey, Jordan, and a“ Hashemitelrag.” Onecanimaginethat
the next step will be to restore the Holy Places to Hashemite
control after dismembering Saudi Arabia, by carving out the
Eastern Province as a separate state. . . .

Neo-conservatives go further than mereroutineimperial-
ism. They advocate active “pre-emptive” warfare, and the
erection of a “new order” in the Middle East. Their policy
position is akin to the cynical German macht-paliticians and
diplomats who sought a “New Order” in Europe, and
launched the “pre-emptive’ attack on Poland that triggered
World War 11.

3. Neo-Conservativesand Christian Zionistsin
Congress

Why has Congress become an engine for the destruction
of U.S. relations with the Arab and Muslim worlds? Begin-
ning about 1980, the parasitic neo-conservativeelement inthe
Republican Party aligned with the fundamentalist Christian
Right. Christian Zionists, such as Jerry Falwell and Pat
Robertson, follow the bizarre cultic theology spread in parts
of the United States during the mid-19th Century by the de-
frocked Anglican priest from England, John Nelson Darby.
This bizarre cult has no relationship, at all, to the traditional
Christian churches established in the United Statesduring the
17th and 18th Centuries. Darby spread the cult between 1859
and 1872 during visitsto the United States. Becausethe apoc-
alyptic Darbyite cult underliesthe Christian Zionist influence
in Congress, and inthe Administration, it must be understood
forwhatitis.

Y ou can explainthe behavior of aDick Armey andaTom
Del ay and dozens of members of Congress, aswell as some
Senators, when it is understood that they themselves are
Darbyite Christian Zionists. A simple Internet search of the
name “John Nelson Darby” will flood your desktops with
ampledata, | can assure you.

Jerry Fawell’s trip to Isradl in 1979 was key to the
aliance between the Darbyite Christian Zionists in the
United States and the Likud party in Israel. In fact, the
American Christian Zionists developed complex and close
relations with a range of extreme Messianic Jewish circles
in Isragl, including the Gush Emunim, the “ settlers’ ” move-
ment, and the old-line Jabotinsky right-wing nationalists of
Begin's Herut party.

Prior to the 1980 elections in the U.S., the Israeli New
Right made preparations to form political relationships with
the Christian fundamentalist groups in the United States that
adhered to the Darbyite apocalyptic cultic theology. These
Christian Zionists, in turn, would pressure Congress and the
White House to support Likud's “Eretz Israel” (“Greater Is-
rael”) policy.

Thelsraeli operational guidefor targeting and manipul at-
ing Christian Zionists in the United States was published in
1978. It is entitled, American Fundamentalism and Israel:
The Relation of Fundamentalist Churches to Zionism and
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the Sate of Israel. Written by the late Isragli scholar Yonah
Malachy, the book was published by the Institute of Contem-
porary Jewry at the Hebrew University of Jerusalem.

The Christian Zionist lobby came out of the closet with
itsfirst “National Prayer Breakfast for Isragl” held in Wash-
ington on Feb. 6, 1985. Theevent attracted many key political
personalities. Benjamin Netanyahu, then I sraeli Ambassador
at the United Nations, gave the keynote address and praised
the work of Christian Zionists who, he said, “influenced the
thinking of Lloyd George, Arthur Balfour, and Woodrow
Wilson.”

Fast forward to 1998-1999. The neo-conservatives, under
the protection of “pro-lsragl” George Shultz, were able to
formthe so-called “ Vulcan Group” of policy experts—Iled by
Paul Wolfowitz and Richard Perle, and coordinated by Condi
Rice—that advised Presidential candidate George W. Bush.
Their adviceto candidate Bush on Middle East policy wasto
put Iragq on the front burner, and to put the Palestine question
on the back burner, if not in the freezer. Following Bush's
election, the neo-conservative policy network was rewarded
with a variety of top positions in the new Administration.
Their advice is unchanged: Irag on the front burner, and the
Palestine question in the freezer, if not in the trash. And this
policy line is supported by the Christian Zionist phalanx of
Republicans in Congress led by Armey and DelLay on the
Houseside.

ThePrint NewsMedia and Public Opinion

Significant editorial opinion in newspapersin the United
States reflects caution and restraint with respect to pre-emp-
tivewar against Irag. Furthermore, significant editorial opin-
ion in newspapersin the United States urgesajust solution to
the Palestine question.

WhileWashington might beathree newspaper town—the
New York Times, the Washington Post, and the Washington
Times—there is the rest of the country, after all. And we
should not forget this. We all know the handful of big-name
columnists who serve as the vector for Isragli propaganda,
neo-conservative foreign policy, and the Christian Zionists.
But they arejust ahandful. There are dozens, if not hundreds,
of working journalists acrossthe United Stateswho reject the
neo-conservativeline.

Reviewing U.S. newspaper editorial opinion for the last
couple of months, | have found editorial after editorial, from
across the United States, that call for caution and restraint
with respect to the Irag question. Similarly, | havefound edi-
torial after editorial that advocate ajust solution of the Pales-
tine question.

Please examine, for example, the editorial pages of such
papersas. the San Diego Union, the San Francisco Chronicle,
the Sacramento Bee, the Rocky Mountain News, the Kansas
City Sar, the Chicago Tribune, the Minneapolis Sar-Trib-
une, the Detroit FreePress, the Atlanta Jour nal-Constitution,
and the Hartford Courant, to name just afew.
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The White House can't fail to notice American editoria
opinion. And my guess is that this explains why the White
House appears somewhat unnerved just at the moment. The
“pro-Israel” lobby does not fail to notice American editorial
opinion. In fact, it seeksto manipulate or intimidate it.

That is why the “pro-lsrael” lobby moved to establish
three key operations to attack the American media, in order
to intimidate and silence working journalists who advocate
peace and justice in the Middle East, rather than davishly
push the extremist line of the Likud, the Sharonists, and the
neo-conservatives.

I would cite MEMRI, CAMERA, and HONESTRE-
PORTING.COM. They al havewebsites, and they arelinked
to the U.S. “pro-lsragl” lobby, as well as to certain Isragli
government, military, and intelligence circles. There is no
guestion that CAMERA and HONESTREPORTING.COM
exist tointimidate American journalistsin order to stifle free-
domof thepressinour land. A simplereview of their websites
will demonstrate thisfact to you. . . .

American traditionalists oppose a policy of permanent
global imperialism and pre-emptive war.

After listing 13 key “fundamentals’ of American foreign
policy, Prof. Samuel Flagg Bemis of Yale University once
said, of our greatest President from aforeign policy perspec-
tive: “Implicit in all these fundamentals, which all together
we may connect with the name John Quincy Adams more
than with any other one man, was a feeling, strongly sensed
and practiced, of anti-imperialism.”

What IsTo BeDone?

We must return to traditional principles of foreign policy
such as respect for the rule of law—not to mention respect
for our own Constitution.

Wemust reject the neo-conservative agendaof permanent
global imperialism and pre-emptive war.

Allow meto quote President “ George W.” when he said:
“Observe good faith and justice toward all nations. Cultivate
peace and harmony with all. Religion and morality enjoin
this conduct.”

Oh, by the way, | am quoting the rea “George W.”—
President George Washington, that is—in his Farewell Ad-
dress. To continue with President George Washington's
words: “Nothing ismoreessential than that permanent, invet-
erate antipathies against particular nations and passionate at-
tachments for others should be excluded. . .. A passionate
attachment of one nation for another produces a variety of
evils. Sympathy for the favorite nation, facilitating the illu-
sion of common interest where no real common interest ex-
ists, and infusing one with the enmities of the other, betrays
the former into a participation in the quarrels and wars of the
latter without adequate inducement or justification.”

The passionate attachment of the neo-conservatives for
Israel may well bethe Achilles’ heel of the Bush Administra-
tion, if not thisrepublic.
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Setback for the War Party
In Germany’s Elections

by Rainer Apel

In the Sept. 22 nationa elections in Germany, incumbent
Chancellor Gerhard Schroder’s “red-green” government co-
alition of Social Democratic (SPD)and Green parties secured
amajority of 11 seatsin the Bundestag (lower house of parlia-
ment) over the “black-yellow” opposition camp of Christian
Democrats (CDU-CSU) and Free Democrats (FDP. The
SPD’s sudden “recovery” (it had, after all, anet loss of 2.4%
compared to the last elections in 1998) during the last two
weeks of the campaign, and the 1.9% gain of the Greens,

Of BiiSo leader Helga Zepp-LaRouche' stwo campaign focusses,

“ Financial Crash and Danger of War,” Chancellor Schroder took
on the second, and surged to re-election. Here, a BuSo campaign
tablein Darmstadt warns, “ Even an Iraq war can’t save Wall
Street any more.”
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are the reflection of a genuine, broad sentiment against war,
among German voters of all ages. Schroder (SPD), who four
weeks before Election Day was not certain to win, secured
his thin margin over CDU-CSU challenger Edmund Stoiber
mainly because, in early September, hecopied acentral theme
from Helga Zepp-LaRouche' s Civil Rights Movement Soli-
darity (BuSo) party: complete rejection of awar against Irag.

Schroder focussed his campaign on this during Septem-
ber, and posed a trap for Christian Democrat Stoiber: On
the one hand, Stoiber wanted to counterpose to Schroder’s
criticism’ sof President GeorgeW. Bush, hisown reassurance
of “institutional” German friendship with the Americans; on
the other hand, Stoiber could not support thewar drive of the
Bush Administration, strongly opposed by more than 80% of
Germans according to opinion polls.

The 11-seat Bundestag margin does not really match the
voter percentages: Nationwide, the SPD only received 8,864
votes more than the Christian Democrats; each party won
38.5% of the vote and 247 seats in the Bundestag. And in
many cases, the margins by which the candidates won were
paper thin. But the SPD managed to get three more candidates
elected directly, in their districts, than the CDU-CSU. The
German el ection system allowseach voter to cast two votes—
one for a candidate, one for a party, in each district—and
compensates the partiesif their candidates’ votes exceed the
party’s vote percentages. So the SPD was given four extra
seats, and the CDU only one. Percentage gains by the Green
party added to the 11-seat majority of the governing coalition.

Economic Storm Clouds Gather

Schroder “ducked” the other central theme in the BiSo
campaign, the warning against an impending world financial
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collapse, and the urgency of formulating an aternate eco-
nomic design. Only vaguely, in his campaign statements and
interviews, did Schroder make reference to the fact that Ger-
many’ s economic problems and the rise of its unemployment
are related to the ailing state of the globa economy; and he
used this to claim that Germany could not change anything
on the global scale. Debating his challenger Stoiber on eco-

nomics, Schroder did not performwell during the entire cam-
paign, and with that, he would not have convinced many vot-
ersto votefor hisred-green majority.

What did help Schrader to rebuild some popularity, was
his prompt response to the August flood in eastern Germany,
where the Social Democrats gained votes significantly. He
declared the Elbe River flood, which caused estimated dam-

LaRouche on Schroder’s
Surge to Narrow Victory

This statement wasissued by the LaRouchein 2004 Presi-
dential campaign committee on Sept. 23.

The coadlition behind Germany’s Chancellor Gerhard
Schroder and Foreign Minister JoschkaFisher surgedfrom
behind, to anarrow victory in Sunday’ s national election.
Asthesurgeinthevotefor Fischer’ sGreen Party indicates,
it was the Chancellor’s tough refusal to participate in a
war against Irag, combined with rival Edmund Stoiber’s
oppositionto general relief for recent flood-devastated re-
gions, which enabled Schroder to retain the Chancel-
lorship.

As both rival Chancellor candidate Edmund Stoiber
and the Bush White House have been shown, the German
election-campaign and its results happened to coincide
with a growing, powerful reaction, around most of the
world—especially throughout Eurasia—against the Bush
Administration’s current support for the lunatic imperial
war-policiesof U.S. Vice President Dick Cheney and Che-
ney’s flock of what are known in leading U.SA. and
United Kingdom circles as“ The Chickenhawks.”

It would be amistake to view these results as defining
atrendfor themonthsahead. Thepresentironiesininterna-
tional relations are only the warning gusts of two great,
global hurricanes soon to arrive: the economic and other
effects of the snarling strategic lunacies of the obsessed
VicePresident Cheney, and theal ready onrushing collapse
of the world’s present monetary-financial system. Under
these circumstances, candidate Stoiber’s near-missin his
challenge to Chancellor Schroder does not define atrend.
If Stoiber continues to burden himself with the current
economicideologiesof hisCDU/CSU-Liberal aliance, he
were likely to figure in the future role of Don Quixote
riding adead horse to a battle with the German Greenies
windmills.

Many trendsare still undecided; what iscertain, isthat
no current policy of any nation of the Americas or Europe
will be left standing a year from now. Unless the Bush

Administration scraps both Cheney’s strategic doctrine
and Bush'’ sown deeply-rooted economic palicies, thegul f
between the U.S.A. and Eurasia will degpen and widen.
Eurasiawill not willingly submit to the increasing horror
produced by the continuation of Cheney’ s strategic lunac-
ies. Eurasia could not survive in tandem with the tragic
economic delusions presently taxing the credibility of the
Bush Administration.

Merely typical of that Administration’ seconomic-pol-
icy follies, isthefantasy displayed by oneof the scrapbook
items pasted into what is called “The National Security
Strategy of the United States,” Bush’'s March 22, 2002
address at Monterrey, Mexico. That appears in that
Brague-like paste-up under thetitle of “VI. Ignite a New
Era of Global Growth Through Free Markets and Free
Trade.” Were those policies continued, the super-armed
U.S. gunman would, at present rates, soon lack the price
of theticket to travel to hislatest war.

Meanwhile, of course, the blacked-out, and poorly fi-
nanced electoral campaign of Helga Zepp-LaRouche's
BuSo party, did show someinteresting indicationsfor the
future, especialy in Berlin, Bavaria, and Saxony. Under
presently erupting international trends, Schroder’ s come-
from-behind victory showed factors which coincide with
the longer-range policy-outlooks which the BiiSo has pi-
oneered in Germany’ s political life.

TheBUSo brought itswarning of financial collapseand
war, and stimulated public debate on these subjects. It ran
liststotalling 150 candidatesin eight Federal districts, and
45individual candidatesfor direct electionin nine Federal
districts. The BUS0's lead candidate, Helga Zepp-
LaRouche, ranfor adirect mandatein Berlin-Mitte, onthe
platform of aJust New World Economic Order.

Both the number of votes for the BuSo's individual
candidates, and for itsslates, doubled from thelast el ection
in 1998. Theformer rosefrom 10,260 to 22,503 votes, and
the latter from 9,662 to 17,020 votes. BuSo individual
candidates polled between 0.4% and 1.2% in Saxony,
0.2%1t0 0.5% in Berlin, and 0.2% to 0.8% in Bavaria.

Despite press and party blackouts against the Bii1So,
LaRouche' s New Bretton Woods, as the way out of the
depression, can no longer beignored in Germany.

—1yndon H. LaRouche, Jr.
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ages of $20 billion, a “national catastrophe,” and decreed
that extra money outside the regular budget had to be made
available for the victims. This enabled Schroder to present
himself asa“friend of the eastern Germans”; and indeed, his
Socia Democrats did visibly better in the eastern election
districts, than the Christian Democrats of Stoiber.

Schroder’ svictory is an unstable one, however: the poli-
cies which he has advocated during the past four years, and
which he wants to continue (as he said on election day),
will not help to reduce the mass unemployment (over 4
million officialy, 7.5 million in readlity), which has drasti-
caly increased during the last months of his term. Nor will
Schroder’ s policies defend the German economy against the
next inevitable rounds of financial market collapse. With
the anti-industrial, pro-“New Economy” Greensin the gov-
ernment, the re-elected Schroder will not be able to master
the coming world economic and strategic storms. The Greens
also are the main source of calls for even deeper budget
cuts and more fiscal austerity, which makesthem an obstacle
to any serious move toward economic recovery. An early
failure of the new red-green coalition government, and its
abrupt replacement by a Grand Coalition between Social
Demoacrats and Christian Democrats, can be expected. This
were actually in accord with what the majority of German
voters would prefer.

BUSo Organizing New Voters, Activists

The LaRouche BuSo party’ sown el ection campaign dou-
bled its vote results from the 1998 election, and in Berlin
(where party Chairwoman Helga Zepp-LaRouche ran, and
where harassment and slanderous mediacoverage prevailed),
election results for the party were considerably above the
national average. For exampleintheBerlin districtsMarzahn
and Pankow, 0.5% and 0.4% werereceived. Another example
of the BUiSo impact is the eastern state of Saxony, in which
the three districts Freiberg, Dresden |1, and Zwickau yielded
0.6%, 0.6%, and 0.8% respectively. Two other districts in
Saxony—Sachsi sche Schweiz and Gorlitz, yielded 1.0% and
1.2% of the vote. In Wiesbaden and Neu-Ulm, BiiSo candi-
dates gained 0.5% and 0.8%.

All inall, the BuSo reported avisibly increased recogni-
tioninal districtswherethe party’ scandidatesran. Itsforce-
ful campaign for an in-depth reconstruction of the flooded
regions, onthebasisof long-term productiveloansguaranteed
by the government, contributed to the high recognition of the
party in Saxony. Many voters noticed the difference between
this sound approach on the reconstruction challenge, and the
government’ s approach, which wantsto “generate funds’ by
scrapping tax cut promises and suspending infrastructure
projects planned for future fiscal years.

With its sucessful intervention in the election campaign,
the B1So haslaid a sound basis for broadening the debate in
Germany on an aternate economic and financial policy—
which is exactly what Germany needs now.
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Leading Israelis Show
Iraq War Opposition

by Dean Andromidas

Leading Israelis have come out publicly against the Bush
Administration’s determination to launch awar on Iraqg, at a
timewhen Isragli intelligence sourceswarn that Prime Minis-
ter Ariel Sharon and hisgenerals are counting on aU.S. war,
in order to expel the Palestinians from the West Bank. In
recent weeks, Sharon and his ministers have kept alow pro-
file, avoiding comments on Iraq so as not to complicate the
White House efforts in mobilizing international support, nor
have many public statements been made against the pro-
posed war.

These same sources point to fears among circles within
the military-security establishment, about the effect on Israel
of launching war onlrag. These circles see awar aggravating
the Isragli conflict with the Palestinians; not to mention that
Sharon will try to expel the Palestinians by launching a new
regional war. Thereisalso agrowing concern that under such
astrain, the deeply depressed Israeli economy will collapse,
threatening to bring down Isragli stateinstitutions.

Writing in the Jerusalem Post on Sept. 5, Prof. Shlomo
Ben-Ami, former Foreign Minister inthegovernment of Ehud
Barak, attacked the Bush Administration’ s post-Sept. 11 pol-
icy, whichhecharacterized as" dominated by adisproportion-
ate . .. exaggeration of al-Qaeda’ and an “obsession with
Irag.” Ben-Ami’s views are representative of much of the
peace camp. “It isto be hoped that the Bush Administration
will not betemptedtolet itself be persuaded by its own rheto-
ric to launch an all-out offensive against I raq; there would be
no justification for it in the eyes of Arab regimes or their
public,” hewrote. “In 1990, the case was cut-and-dried: Iraq
invaded a sovereign neighboring state, though even at that
time, the coalition’s attack sparked angry demonstrations
throughout the Arabworld. . . . Today, with no such clarity—
thereis no proof of nuclear weaponsin Irag. . .. TheU.S.is
obviously in no position to form a coalition with the nations
of theMiddle East. . . . [T]hereis no doubt that an American
offensive against Iraq will unleash anti-American and anti-
Israeli feelings throughout the Arab world, on an apocalyp-
tic scale.”

“At such atime,” Professor Ben-Ami concluded, “bin
Laden and a-Qaeda will return, and fundamentalist Islam
will become the driving force behind every frustrated and
humiliated young Mudlim. . . . An offensive against Iraq will
givethis process added momentum which will hit hard at the
foundations of Arab nationstoo. The American experiencein
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Afghanistan, the single piece of reality to date in the war on
terror, was not an overwhelming success, and it is doubtful
whether it augurs well for further and more intricate adven-
turesinlrag.”

Specifically, Ben-Ami warned that the attack on Iraq
could lead to the overthrow of President Hosni Mubarak in
Egypt and the Hashemite Kingdom of Jordan, which could
lead to an “existential threat to Israel.”

Makea Grim Situation Worse

Anocther criticisGen. (Res.) Danny Rothschild, president
of the Council of Peace and Security, agroup of 1,400 retired
military, Mossad, and Shin Bet officers, established 14 years
agoby Mgj. Gen. (Res.) Aharon Y ariv, with theview of using
their professionalism and experienceto address | sragl’ s secu-
rity policy. For six months, they and other groups have called
foraunilateral disengagement fromthePalestinianterritories.

In an interview with EIR, General Rothschild expressed
ambivalence toward the Bush Administration’s intentions.
“Saddam Husseinand Irag, and Iran,” hesaid, “areathreat to
Israel. Inaway, an existential threat. Although one hasto deal
with thisthreat, | question whether thisistheway todoit and
isthisthetimeto do it. Should the United States go, without
building a coalition of states, both in Europe and the Arab
world, asthey did in 1991?71 am not sure they should. Thisis
despitethefact that | would be happy to see someone dealing
with Saddam Hussein.” General Rothschild’ sviewsarewith-
out doubt shared by many inlsrael, particularly inthe political
center, who seeanew Iraqwar asaggravating | sragl’ salready
unacceptable security situation in its conflict with the Pales-
tinians.

Another remarkable criticism of the war appeared in the
daily Ha' aretzon Sept. 24. Writing under theheadline, “Wag-
ing War on Irag Is Not Justified,” Brig. Gen. (Res.) Aharon
Levran cautioned, “What arewefighting for? That isacrucial
guestionwhen going of f towar, and certainly beforeinitiating
one. The Bush Administration has no solid grounds for wag-
ing war on Saddam Hussein, and the arguments about the
variety of risks Saddam posesare exaggerated.” Levran then,
point for point, disputed the Bush Administration’s pretexts.

“Despitehisbombasticlying declarations,” Levranwrote,
“Saddam iswell aware he was defeated. It isclear to him that
he cannot take on the might of America, and it is no accident
that he hasfolded now ontheissueof nuclear weaponsinspec-
tors. . . . Hislimited aims are to protect Iraq and deter others
from harming it, and—of course—to survive. . . . Saddam s
striving to remove the burdensome economic sanctions and
thehumiliating inspectionregime.” Nonethless, heknowshis
limitation. “A brutal and crafty despot, Saddam has proved
to be careful and sane in his moves.”

Levran discounts the nuclear threat. “Iraq today has no
nuclear power, mainly because it has no fissile material like
plutonium or enriched unranium. . . . Thismaterial wastaken
away from Irag, and today it does not have the capabilitiesto
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enrich uranium with centrifuges or in other ways. ... It is
doubtful that post-war Saddam is striving wholeheartedly to
build a nuclear bomb, because the moment he approachesit,
thiswill not go unnoticed in the United States, and he would
be sentencing himself to an immediate liquidation attempt.”
Although Irag may have had chemical and biological
weaponsduring the Gulf War, it “did not dare usethose weap-
ons,” Levranwrote. Asfor launching such weapons, the Iragi
Air Forcein 1991 “did not demonstrate any considerable at-
tacking power—never mind after the war when it was very
much weakened.” And as for its missile threat, “there is no
evidencethat Irag hasmany launchersand missiles, especially
inthemiddlerange. . . . Thereisalso the question of whether
they could be operated freely in western Iraq asthey werein
1991. . . . It seems one may establish that the risks from Sad-
dam Hussein are not so bad as they are made to appear.”

‘“Why Should I srael Pay?’

Demonstrating that heis no leftist, “realist” Levran sees
the threat from Iran and the Hezbollah guerrillasin Lebanon
as more acute. He concludes, “It is not desirable that the
United States, so important to the freeworld, should pitchits
power against adanger that isnot first rate.”

Generd Levrantold EIRthat thiswasthe third such com-
mentary he had written, the others having been published on
May 13 and July 31. Hismotive, ashe described it: “1 am for
just war. Our armed confrontation against the Palestiniansis
just, but this one, awar against Irag, is not so justified.” He
said thewar posesthree dangers. First, the United Statesdoes
not have an Iragi equivalent of the Northern Alliance, as it
did in Afghanistan, “so they will have to sacrifice people.
That’s OK in ajust war, but this oneis not so just.” Second,
it will distract from the U.S. war against terror since, Iraq is
not involved in international terror. Third, there is the
“involvement of Israel, and | don’t likeit. Why should Israel
pay?lt makesmefurious.” Thegeneral seesisrael inthesame
position as Great Britain; but, referring to Prime Minister
Tony Blair's Iraq dossier, he said, “1 saw Blair on CNN; |
wasn't convinced.”

Levran knows U.S. Deputy Secretary of State Paul
Wolfowitz and Defense Policy Board Chairman Richard
Perle personally, he said, “and | will tell you, | don’t know
why they are supporting thiswar.” He believesthat when the
war goessour, Perle’ sand Wolfowitz' srolewill throw blame
onlsrael.
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Field of Thorns: Sharon
To Expel Palestinians

by Dean Andromidas

Israel PrimeMinister Ariel Sharonand hisgeneralsarepoised
to expel the Palestinian population from the“ Land of Isragl.”
Sharon’s latest actions are not a “reaction” to the suicide
bombings of Sept. 18-19, but part of his war plan which he
has systematically implemented since coming to power. A
U.S.-launched war on Irag has been considered necessary for
the final implementation of these plans. Y et, the imprison-
ment of Palestinian Authority President Y asser Arafat in his
Ramallah headquartersisadramatic confirmation that Sharon
might not be able to wait for the American assaullt.

An Europe-based Isragli intelligence source warned that
the generals dominating the upper command levels of the
Israeli Defense Forces (IDF) could push Sharon to launch the
“transfer” sooner than expected. Among the most dangerous
of these generals is IDF Chief of Staff Moshe Yaaon. In
1996, aschief of Israeli military intelligence, Y & aon drafted
awar plan called “Field of Thorns.” Since Sharon’s Sept. 28,
2000 march on to Jerusalem’s a-Haram al-Sharif/Temple
Mount, the Field of Thorns has been systematically imple-
mented to crush Palestinian resistance.

Only two steps remain to be carried out. The first is the
final destruction of the Palestinian National Authority with
thearrest and/or killing of the entire Pal estinian political |ead-
ership. Thishasaready been partially implemented. The sec-
ondisthedeportation of Palestiniansfrom*“ sensitiveareas’ —
the entire West Bank.

According to these sources, the generals hoped to imple-
ment this policy amidst amajor Middle East war, for which
an attack on Irag is crucial. They have three options. First,
implement it in the wake of a U.S. attack on Irag—already
begun in the past weeks with attacks on Iraqi radar and other
sites, to provoke a reaction from Iraq that can be used as a
pretext for the war. Second, a Palestinian mega-terror attack
inside Israel. Third, an Isragli attack on Syria and Lebanon.
The sources located the “water dispute” between Lebanon
and Israel, as smply an Israeli pretext to launch such an
attack.

Hawksand Chicken-Hawks

The Field of Thorns war plan is not simply a product of
the warhawk generals who have been carefully placed by
Sharon at all levels of the Isragli military-security establish-
ment. Itisaplan drafted in full coordination with the Ameri-
can “Chicken-hawks’ who have been equally carefully
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placed by Vice President Dick Cheney within the U.S. mili-
tary-security establishment, particularly in hisown officeand
that of theU.S. Defenseand State Departments. Theseinclude
Deputy Secretary of Defense Paul Wolfowitz; Chairman of
the Defense Policy Board Richard Perle; Assistant Secretary
of Defense for Policy Douglas Feith; and David Wurmser,
special assistant to State Department chief armscontrol nego-
tiator John Bolton.

It isthis group that, for over adecade, since Cheney was
Secretary of Defense in the administration of George Bush
“41,” have been mobilizing for a new Middle East war to
overthrow virtually all the Arab and Muslim regimes in the
region. Yet not until the events of Sept. 11, 2001 have they
been ableto fully implement it.

Despite the 1991 Gulf War, this policy was never fully
realized under the elder Bush. Nor was it welcomed by the
Clinton Administration. Most significantly, thestrategic deci-
sion by Israeli PrimeMinister Yitzhak Rabinto signthe Oslo
Accords in September 1993 put Isragl on the road to peace
with its neighbors. But Rabin’ s assassination at the hands of
alsradi right-wing extremist in November 1995 sounded the
death knell for the Oslo Accords, and enabled afull mobiliza-
tion of this network, from outside and inside the Clinton Ad-
ministration, to reintroduce their plans for a new Middle
East war.

OnJuly 8, 1996, Richard Perlepresented then-PrimeMin-
ister Benjamin Netanyahu with a strategic war plan called,
“A Clean Break: A New Strategy for Securing the Realm”
co-authored by nearly al the Chicken-hawks in the current
Bush Administration. Thepolicy rejected the* land for peace”
principle of the Oslo Accords, and targetted Syria, Iran and
Iraq as the enemies of peace. Netanyahu enthusiastically ac-
cepted the policy and presented its outlines in a speech he
made before both houses of the U.S. Congress on July 11,
1996.

As soon as Netanyahu became Prime Minister in June
1996, Generd Ya aon, then chief of Israeli military intelli-
gence, ledtheteamthat drafted amilitary operational counter-
part to the “Clean Break” policy, code-named “Field of
Thorns.” The plan’ smission wasto crush the Palestinian Au-
thority and expel the Palestinians from the West Bank, and
put the Isragli defense forces in a position to launch a new
Middle East war against Lebanon and Syria in particular.
Within months, both plans were implemented, in a scenario
that parallels exactly what could be expected if the current
Bush Administration attacks Irag.

In September 1996, less than two months after the Clean
Break policy wasannounced, the Clinton Administration was
manipulated into launching major air raids on Iragq. Despite
thefact that Clinton could not stomach Netanyahu, warhawk
Vice President Al Gore maintained awarm relationship with
theLikud party’ sPrimeMinister. Within daysof theseattacks
Netanyahu provoked amajor confrontation with the Pal estin-
ian Authority by opening a “tourist tunnel” under the a-Ha-
ram al-Sharif/Temple Mount, one of Islam’ smost holy sites.
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Aswasexpected, thisled to mass Pal estinian demonstrations,
and was the pretext for the IDF to launch operation Field of
Thorns. Gun battles between Palestinian police and Isragli
troops led to hundreds of deaths and casualties. A deteriora-
tion into a wider Middle East war was averted only after
President Clinton de-escalated by pulling back his bombers
from Irag, and pressured Netanyahu to suspend the Field of
Thorns operation, and eventually forcing him to accept the
Wye Agreement with Arafat.

Christian ZionistsPushed ‘Field of Thorns

But Field of Thorns became the operational war plan of
theDF, intensified asthe pro-Oslo” generalswerereplaced,
one by one, with hardliners, during the government of Netan-
yahu. Theultra-hawk Gen. Shaul M ofaz wasel evated to Chief
of Staff, and Gen. Dan Halutz became head of the air force.
This year, “Bomber” Halutz was responsible for dropping a
one-ton bomb in Gazathat killed 11 children along with one
targetted Hamas commander. By 1998, Y a alon became head
of the Central Command, where he prepared his troops for
implementing Field of Thorns by training them in the same
operational tactics that Nazi SS Gen. Jirgen Stroop used to
crush the Warsaw Ghetto uprising.

On Sept. 4, 1997, the Jerusalem Repomvrote that the
policy “isthe scenario for abloodbath: Isragli tanksroll into
Palestinian cities, and are confronted by youths armed with
stones, Molotov cocktails, and guns. Israeli soldiers and Pal-
estinian police fight it out in house-to-house battles; Isragli
attack helicopters make pinpoint strikeson strategic Palestin-
ian targets. Casualtiesareimmense. . . .”

While Isragli media were denouncing the policy, it re-
ceived the praise of the American “Christian Zionist” right
wing. In September 1997, the newsletter of the International
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The “Field of Thorns” plan to destroy the Oslo

Bank, was already policy of the Israeli military
warhawk faction within a year after Oslo. Now in
full swing, the plan specified destruction of the
Palestinian Authority (here, its radio-television
headquarters is destroyed), and closure and
levelling of Palestinian cities and enclaves by
provoking street warfare.

Christian Embassy in Jerusalem, run by Jerry Falwell, wrote:
“They called it ‘ Field of Thorns —arecent exerciseto deter-
mine the cost of re-taking areas given to Arafat’s PLO. . ..
Retaking the Y esha areas [on the West Bank] from Arafat
could be the one issue Isragl has to deal with ruthlesdly. . . .
Our congressmen and parliamentarians must be informed,
challenged, and reminded again and again that . . . thefailure
of Odo. . .isthefallureof thePLO.”

The policy was also endorsed by Anthony Cordesman,
Middle East expert at the Washington-based Center for Stra-
tegic and International Studies (CSIS), in a study entitled
“Peace and War versusthe Palestinians: A Second Intifada,”
released in December 2002. Cordesman detailed the plan in
full, warning that the Palestinians should accede to Israli
demands, or suffer the consequences.

By September 2000, the Oslo Accords were driven into
the ground after the diplomatic sabotage by Prime Minister
Ehud Barak, whose chief military adviser was General Ya a
lon. The imminent departure of Bill Clinton from the White
House paved theway for implementing Field of Thornsinfull
force. Sharon’s march onto the al-Haram a-Sharif/Temple
Mount in September 2000 provided the match to ignite the
powderkeg of Palestinian rage.

Plan Almost Fully Implemented

The attacks on Sept. 11, 2001 brought the “ Clean Break”
policy back to Washington in the form of President Bush's
“axis of evil” and pre-emptive strike national security strat-
egy, with “regime change” in Irag at the center. Since that
date, the IDF military operations have escalated tremen-
dously, with Palestinian casualties doubling. According to
the Pal estinian Human Rights Monitoring Group, 1,203 Pal-
estinians were killed and 41,000 were wounded between
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September 2001 and September 2002—doubl e the figure of
last year.

The brutal events of the last months parallel everything
that is laid out in the Field of Thorns plan. These include
operation Defensive Shield of this Spring—Dbetter known as
“ Operation Warsaw Ghetto” —and the ongoing daily military
operations in the West Bank and Gaza Strip, which feature
the destruction of Palestinian infrastructure and economy,
targetted assassinations, closures, curfews, and sieges of Pal-
estinian cities.

The only two elements remaining to be implemented are
the fina destruction of the Palestinian Authority, with the
arrest and/or murder of itsleaders, and the forced evacuations
of Palestinians from the entire territory of the “ Greater Land
of Israel.”

But thereisonelast el ement that has not been made public
about Operation Field of Thorns, and that is the deployment
of nuclear weapons, about which American statesman Lyn-
don H. LaRouche has warned.

Nuclear Hysteria Targetsisraelis

Sharon has prepared the ground for this as well. For
weeks, his government haswarned that Israel will retaliateif
Irag launches missiles, especially weapons of mass destruc-
tion, against Isragl. Sharon claimsthisis necessary for Israel
to regain the “deterrence” it lost when it did not respond to
Irag’'s 39 Scud missiles launched toward Israel in the 1991
Gulf War. While an Iragi strike on Isragl is seen, even by
Israeli security experts, as unlikely, the Sharon government
and the Israeli media have been creating mass hysteriain the
population over it.

Senior military commentator Reuvan Pedatzur, writingin
the Israeli daily Ha' aretz on Sept. 26, warned that Sharon is
leading I srael to thedeployment of nuclear weapons. Pedatzur
wrote that according to Sharon’s logic of deterrence, “the
central problem that will face Isradl if it isattacked by Iraqis
the choice of means and targets for the response. An Isragli
response using conventional weapons will be a drop in the
ocean of destruction that the U.S. Army is planning for the
Iragis. Therefore, a response that is meant to transmit the
Israeli message has to be unconventional. From hereit's a
short distance to the many hints by politicians and senior
officers about the need to use strategic weapons.

“To remove any doubt about the policy to be followed by
| srael when the American war against Irag breaks out, Sharon
made it clear to senior administration officials that Israel’s
decision not to react in 1991 undermined its ability to deter
an enemy attack. In addition, he emphasized that the Isragli
public will demand a reaction if Irag attacks. Thus Sharon
completes an interesting circle.

“First you frighten the public, inflate improbable threats,
emphasi ze the continuing damage to deterrence, hint at the
need to use strategic weapons, and finally you tell the Ameri-
cansthat we have to respond, since the public demandsit.”
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Israeli Think-Tanks
And U.S. War Hawks

by Steven Meyer

Lyndon LaRouche's Presidential campaign reported, in a
mid-September mass|eaflet, that agroup of “chicken-hawks”
currently in high posts in the Bush Administration, had, on
July 8, 1996, rel eased a document prepared for Isragli Prime
Minister Benjamin Netanyahu, entitled “ Clean Break: A New
Strategy for Securing the Realm.” Published by the Institute
for Advanced Strategic and Politica Studies (IASPS) of
Washington and Jerusalem, the paper called for I sragl’ srepu-
diation of the Oslo Accords, its permanent annexation of the
entire West Bank and Gaza Strip, and the elimination of the
Saddam Hussein regime in Baghdad as the first step in over-
throwing the governments of Syria, Lebanon, Saudi Arabia,
and Iran. Netanyahu endorsed the document immediately,
anditisnow thepolicy of Israeli PrimeMinister Ariel Sharon.

To ensure that these policies had an institutional founda-
tion in Israel, the authors of “Clean Break” and their allies
in the Likud party also created several think-tanksin Israel,
including the Ariel Center for Policy Research and the Inter-
national Policy Institute for Counter-Terrorism. These insti-
tutes are part of what Lyndon LaRouche has described asthe
Israeli “glove” on the hand of Anglo-American oligarchical
policymakers. Even if the current international intervention
succeedsin preventing the Bush Administration from launch-
ing a war in the Middle East, LaRouche warned, it is till
possible that Sharon would launch anuclear attack on behalf
of himself and his defeated colleagues sitting inside the Bush
Administration.

Ariel Center for Policy Research

The Ariel Center, located in Ariel, Israel, issues research
papers to the international academic community, and its
spokespersonsareoftenfeaturedinthelsraeli and U.S. media.
Of crucial importanceisthe capability of “playing back” Ar-
iel’ spoliciesinto the United States.

The center was officially introduced to the public through
a Sept. 27, 1997 letter from founding member Yitzhak
Shamir, theformer Stern Gangterrorist and Likud PrimeMin-
ister. Wrote Shamir: “| am frequently asked by friendsaround
the world what they can do to help ater the course Isragl has
been forced into since the signing of the Oslo Accords four
yearsago, amosttotheday. . . . After devoting much thought
tothe subject, | cameto realizethat we have very few options
available to us. We should attempt to influence future events
certain to impact on our security and survival in our ancient
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homeland, by voicing aternative views and opinions as
loudly and widely as possible. . . . It isfor this purpose that
we have now established an academic research center, The
Ariel Center for Policy Research.”

The center announced that itswide range of topicswould
include: “Arab Anti-Semitism; Western Anti-Semitism; Is-
lamic Terror; Military Expendituresin the Middle East; Bal-
listic Missile Defense, Weapons of Mass Destruction Escala-
tion; The Survival Paradigm of the Jewish State, and The
Phenomenon of Jewish Self-Hatred.”

In the November 1999 issue of NATIV, the center’s bi-
monthly journal, Christopher Barder, an historian at Pem-
broke College, Cambridge University, wrote the lead article
entitled “ Professor Huntington's‘ Clash of Civilizations' and
Its Bearing on Israel’s Security.” It endorses Harvard Prof.
Samuel Huntington’s thesis that the current world strategic
situation isaclash between |slam andthe West, and therefore,
“the so-called peace process has no chance of bringing peace
but instead must be viewed as a means of further weakening
Israel’ s capacity to resist destruction at the hands of Muslim
Arab enemies.” Barder is a contributing author to the book
Odo’'sGift of “ Peace” : The Destruction of Israel’ s Security,
which was published by the center. He is aso on the board
of advisers to the Freeman Center for Strategic Studies in
Houston, Texas.

The September 2001 issue of NATIV, coinciding with
the Sept. 11 terror attacks, included “The Afghan Alumni
and the Clash of Civilizations,” by counterterrorism special-
ist Shaul Shay. This is an abridged version of a detailed
study entitled “The ‘Afghan Alumni’ Terrorism—Islamic
Militants Against the Rest of the World,” which the author
prepared for the International Policy Institute for Counter
Terrorism (see below). Co-authored with Y oram Schweitzer,
the report was issued on Nov. 6, 2000. It uses historic events
to validate Huntington's thesis and spotlights the “Afghan
Alumni” terrorist groups as having formed an Islamic Inter-
national which threatens Western civilization. Osama bin
Laden is described as the most dangerous threat, and the
conclusion setsforth a plan of international action for West-
ern governments—which could have been handed to Presi-
dent George Bush on Sept. 11, 2001.

Ariel’sboard of directorsincludes Mark Zell, Esg., who
was the law partner of Douglas Feith, the Bush Administra-
tion’ s Assistant Secretary of Defensefor Policy, and aleader
of the“chicken-hawk” faction. Zell isamember of the Likud
central committee and of its policy bureau. After being intro-
duced to the Isragli settlers movement by the extremist Gush
Emunim group in 1985, Zell became an orthodox right-wing
Zionist and moved from Washington to the | sragli settlement
of Alon Shvut. Zell is aso the spokesman for Republicans
inlsrael.

On Nov. 7, 2000, Election Day in the United States, Zell
wrote an editorial for the Jerusalem Post, entitled “ The Right
Man at the Right Time,” in which he endorsed George W.
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Bush and prophesied that as President, Bush would not inter-
veneinlsrael’ sdomestic affairsasthe Clinton Administration
alegedly had around Oslo. Saying that the United States, as
the sol eremaining superpower, had theresponsibility to“lead
the struggle against those who were waiting to lash out at
Judeo-Chrigtian civilization,” he added, “The rise of Bush
will also mean the rise of people [such as] Paul Wolfowitz,
Richard Perle, Frank Gaffney, Condoleezza Rice, Douglas
Feith, and [Colin Powell], whose support for Isragl is
grounded not on weak sentimentalism. . . .”

It wasRichard Perle, now Chairman of the Defense Policy
Board, who in 1996 presented the “ Clean Break” document
to PrimeMinister Netanyahu, and Perle and Feith, along with
Meyrav Wurmser, an Ariel Center “contributing expert,”
were co-authors of the report. Frank Gaffney, whose Center
for Security Policy deployed to wreck the Oslo Accords, is
asolistedasa“ contributing expert” to Ariel. Ariel’ sadvisory
council includes William Van Cleave, an old neo-con hand,
who is a board member of IASPS, and who runs IASPS's
intern program, which posts Isragli and American graduate
students to the U.S. Congress. Van Cleave is also a trustee
of the Philadelphia-based Foreign Policy Research Institute
(FPRI). Itsfounder, the late Robert Strausz-Hupé, floated the
original clash of civilizationsthesisinthe 1950s. Ariel’ sadvi-
sory council also includes neo-con Eugene Rostow, the for-
mer director of the executive board of the now-defunct Com-
mittee on the Present Danger.

Also on Ariel’s board of directors is Y ossef Bodansky,
who has served as the Director of the Congressional Task
Force on Terrorism and Unconventional Warfare of the U.S.
House of Representatives. His book, Osama bin Laden: The
Man Who Declared War on America, wasreleased in Septem-
ber 2001. Bodansky has written numerous studies for the
Freeman Center.

Other “contributing experts’ to the Ariel Center include
Angelo Codevilla, the Director of Research in Strategy at
IASPS, and Dr. Irving Moskowitz, afinancial angel to Netan-
yahu and the I sragli settlers movement.

Thedirector of the Ariel Center, Arieh Stav, isan*“ officia
core supporter” and member of the Golden Circle of the
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United States Committeefor aFree L ebanon (USCFL). Many
of the same cast of characters mentioned above are collabora-
tors at USCFL, which publishes the monthly Middle East
Intelligence Bulletin, circulated widely in the U.S. Senate
and House.

International Policy Institutefor Counter
Terrorism (ICT)

The ICT, which published Shay’s paper endorsing Hun-
tington’s Clash of Civilizations thesis, was created in 1996,
at the Interdisciplinary Center in Herlizya, Isragl. The chair-
man of theboard, Shabtai Shavit, spent 30 yearsin thelsragli
intelligence service, the Mossad. Hewas director of the Mos-
sad from 1989-96 before“retiring” and founding I TC. Shavit
also spent ayear at Harvard' sKennedy School of Public Pol-
icy. He is a close friend of former CIA director James
Woolsey, aloud war-hawk in the “get Saddam” chorus.

The board of trustees, primarily dominated by terrorist
experts and former military and intelligence officials, in-
cludes Avner Azulay, the executivedirector of theMarc Rich
Foundation. The ICT inaugurated an annual International
Conference on Terrorism, in March 1997, which featured
then-Prime Minister Netanyahu, then-Ambassador Woolsey,
and Mgj. Gen. (Res.) Meir Dagan, who isalso an associate of
the institute, and who was recently appointed to head the
M ossad.

ThelICT has co-sponsored conferences with U.S. organi-
zations such asthe Jewish Ingtitute for National Security Af-
fairs (JINSA) and the Anti-Defamation League of B'nai
B’rith (ADL). On May 26, 2002, the ICT and the ADL rana
day-long conference in Jerusalem entitled “ The Psychology
of Terror: TacklingtheTerrorist Threat.” Openingtheconfer-
encewas ADL National Chairman Abe Foxman, who ranted
that the United States should take pre-emptive measures
against rogue states or terrorist groups that have access to
nuclear or other unconventional weapons, as Prime Minister
Menachem Begin had done when, in 1981, had he bombed
Iraq’s Osirak nuclear reactor.

Belittling the Arab leaders who wish a substantive peace
intheregion, Foxman said: “ Itisimperativeto grasp theroots
of therageinthe Araband|slamicworld, andthehugecultural
and psychological chasm that yawns between that world and
the Western world. Thereislittlein Arab history or memory
that allowstheideaof anindependent, sovereign, Jewish state
intheir region to be an acceptableidea. They will continueto
fantasize about old maps, to dream of conquest to create a
total pan-Arab world, to engage in revisionism proving the
Holocaust isa propagandistic lie and that Jews have no roots
and no rights and no history in the Middle East.”

Panelists during the conference included Shaul Shay, Yi-
gal Carmon, president of the Middle East Media Research
Institute, and Dr. Jerrold M. Post, of the Palitical Psychology
Department of George Washington University in Washing-
ton, D.C.
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Russian Round Table

War Threat Linked to
U.S. Economic Collapse

The Russian intelligence-linked weekly Zavtra published in
its Sept. 11 edition, the transcript of a round table discussion
ontheworld situation since Sept. 11 of last year. Participants
were Zavtradeputy editor Alexander Nagor ny, strategic ana-
lyst Gen. Leonid Ivashov, formerly of the Russian Defense
Ministry, financial expert Mikhail Khazin, the prominent Rus-
sian television commentator Mikhail Leontyev, and former
senior KGB officer Gen. Leonid Shebarshin. The discussion
reveals interesting elements of the thinking among well-
placed Russian observers about the present strategic situa-
tion, and about the United Sates, in particular.

Excerpts from the round table have been trandslated by
EIR, and subheads have been added.

Sept. 11: *An Attempted Coup d’ Etat’

Gen. Leonid Ivashov: | holdto my opinion, that Sept. 11
was an internal operation in the United States. The situation
in the world today shows clearly, that there are two forces,
and two concepts, battling to establish world domination. The
first force is associated with the Bush Administration, and
represents the United States as a nation. The second force
is the world financial elite. Its upper echelon, meaning the
wealthiest people in the world and the circles behind them,
believesthat thetime has cometo establish world rule, subju-
gating the United States, inclusively. . . .

It is no accident, that many Western analysts write about
Sept. 11 as an attempted coup d’ état. It could not have been
undertaken by people from some gorge in Afghanistan. The
customer who placed the order, of course, was arather more
weighty figure, who it seems to me is connected with the
worldfinancial mafia, which hasrepresentativesinU.S. agen-
ciesof power, including theintelligence and special services.
Itisnot amerecoincidencethat, parallel withtheinvestigation
of the Sept. 11 explosions, investigationsare under way inthe
United Statesinto the activity of anumber of other agencies,
including the Mossad, within the U.S. intelligence com-
munity.

It seemsto methat eventsinthe United Stateswill develop
out of the conflict between these two forces. What unites
them, isthe necessity to use the military power of the U.S. to
smash national bordersand erasethecivilizational destruction
and theindependence of other nations. The variousgeopoaliti-
cal theories of [ Samuel] Huntington, [Zbigniew] Brzezinski,
et a. are used to bolster this. . . .
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Evidently theU.S. feelsitisunder timepressure, to secure
control over key world resources aswell as policy control in
themajority of countries. Why the hurry? First of all, because
Chinaisdeveloping; secondly, the Arab East is consolidating
itself; thirdly, Southeast Asia is developing at a brisk rate.
The current state of Russia, naturaly, suits the interests of
the United States, but they cannot be sure what will happen
tomorrow. Therefore, the United Statesisnot at abreak point.
They have reached the climax of their adventure to establish
control over the planet by force. What next?

| think this peak will have been passed in aperiod of one-
and-a-half to two years, after which Americawill beginto be
rolled back from its positions as a result of economic prob-
lems. | think that the attack on Irag most likely will occur. |
think Iran will be drawn into the confrontation, and it should
not be excluded, that Israel will participatein military actions
against Iraq. . . . After that, U.S. policy will begin to disinte-
grate, in the context of economic and socio-political collapse
inside the United States. One gets the impression that the
planet’s financial oligarchy has no interest in the American
population’s maintaining its present standard of living and
consumption.

Systemic U.S. Economic Crisis

Mikhail Khazin: | want to talk about the events of Sept.
11 from the standpoint of the economy. At the end of the
1990s, the United States entered asevere structural crisis. . . .

Thereisonly onething left for the U.S. to do: seek asharp
reduction of coststhroughout theeconomy. . . . Theonly way
to achieve this is through a reduction of world oil prices.
They want prices at home to decline, while prices for other
countries, especially thosethat export to the United States, to
rise.. .. Americaneedsoil pricesintheregion of $12-13 per
barrel. . .. Actualy, in order to pull their economy out of its
slump, gradually letting go the [failed] 25% that is the New
Economy, while building up some new sector to compensete,
they need even more financial assistance, to achieve which
they would havetolet oil pricesfall to $8-9 per barrel, better
still, $7 per barrel. This would be possible only if they had
total control over the petroleum resources of Iraq and Saudi
Arabia. Isn't that what we are seeing?. . .

They haveafour- to six-monthtimelimit, defined by their
own ail reserves. . .. Within half a year, they need to seize
total control of Iraqg and Saudi Arabia. . . .

Certainly, the global forces and antagonisms, mentioned
by Leonid Ivashov, exist. But globa events don’'t happen,
until the objective economic situation is ripe. ... And the
situation in the U.S. economy has become intolerable. It is
obvious, that Sept. 11 was prepared by many forces. . . . But
thoseexpl osionstook placeexactly whentheinterestsof those
two American groupings coincided. . . .

Mikhail Leontyev: Indeed, the United Statesreally isin
asystemic, structural crisis, which is not only economic, but
also social. Qualitatively speaking, this crisis is reminiscent
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of thecrisisin the Soviet Union at the beginning of the 1980s.
At that time, few people realized how quickly the country
woulddisintegrate. Today in America, asintheU.S.S.R. then,
theeliteiseither not able, or at least does not demonstratethe
capability of getting out of the crisis using its old forces and
old methods. Obviously, thiscrisisdid not begin on Sept. 11,
nor did it end at that time. But what happened on Sept. 11 was
necessary for atransition to other, new methods. . . .

The battle between the two groups that have been men-
tioned—I call themthe" military force” peopleandthe”isola-

“It is no accident, that many
Western analysts write about Sept.
11 as an attempted coup d’état. It
could not have been undertaken by
people from some gorge in
Afghanistan. The customer who
placed the order, of course, was a
rather more weighty figure, who it
seems to me is connected with the
world financial mafia. . . .”

—Gen. Leonid Ivashov

tionists’—has become brutal. The isolationists are people
who think chiefly intermsof thesurvival of theU.S. economy
andindustry. They think the United States should concentrate
onitsown problems, e.g., by carrying out acontrolled deval u-
ation of the dollar in order to make capital at least alittle bit
more competitivein America. Inforeign policy, they haveno
use for total world hegemony, only for a system of loyal
regional gendarmes. The policy for a rapprochement with
Russiaisthenew policy of theseisol ationists, whowant to use
usasone of the gendarmes. Naturally, they haveto recognize
some of Russia's interests in nearby areas, which Russian
formulates rather clearly. And they are prepared to do this.
So far, the military force group islosing. But the battleis
not with Saddam Hussein or with the terrorists. The battleis
for the brain of Mr. Bush. ... The military force group’s
tactics are better than before, due to abetter understanding of
the depth of the crisisin the U.S. economy, and not only in
the economy. And, rather than fiddling with finances in an
attempt to salvage the New Economy through some sort of
world economic regrouping, the military force group wants
to exploit the unique area, where they have an overwhelming
advantage and no competitors—the military-political sphere.
There is a high danger of explosion, of an uncontrolled
development of the situation. Bombingisonething, entailing
no massive human casualties for the United States; but
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launching a ground operation is another. This could be quite
prolonged. And thesituation would becomeworseand worse,
while the internal struggle between different groups inside
the United States grew more acute.

It would be unrealistic to try to forecast the devel opment
of this systemic crisis. The important thing is to define the
algorithm for Russia’s reaction. . . . Russia needs a radical
shiftinitsdomestic policy. At present, wesimply don’t havea
domesticeconomicpolicy.. . . Weneed ashifttoaneconomic
growth policy, based on maximum utilization of internal re-
sources, in order to prepare ourselves for the damage, that
will be associated with the virtually inevitable global crisis.

Drive Toward War

Alexander Nagorny: The systemic crisis in the United
States subsumes the political and ideological situation in the
American elites, which is intense and has no exit. ... The
whole Iraq operation also hangs by a thread. Cheney says
twice in the space of two weeks, that actions should begin
as soon as possible, making Bush' s formulation sound rather
surprising, when he talks about more consultations, consen-
sus, etc. . .. Nonetheless, it appears that the decision to act
has already been taken, insofar as it is connected with the
President’s personal situation and that of his group. The
deterioration of U.S. economic indicators, complicated by
social factors, essentially mean afailure for the Republicans
in the mid-term elections, and 2004 is approaching very fast.
Bush needs to make a final leap, in case it can be a leap
to victory.

My scenario is rather categorical: The bombing has to
start in September, followed by landing operations beginning
aweek beforetheNov. 2 mid-termelections, inorder to secure
support from the Democrats. Then there are two and a half
monthsto seize Baghdad. . . . The appearance of atemporary
“liberation” regime in Iraq ... would create a whole new
situation in the Middle East. It isimportant to note, that this
isnot just aquestion of an anti-terrorist raid against Saddam,
but amajor operation, implying anew level of legitimization
of the United Statesin Saudi Arabia, inclusively: Only with
achangein the Saudi regime, will the economic and financial
maneuvers Mikhail Khazin was talking about become possi-
ble. Of course, the Americanswill a so facethe serious possi-
bility, that Muslims of the entire world will declare general
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jihad against them, and that the entire campaign will spill
over into amajor war, consisting of many regional conflicts.
This means a deterioration of the situation in Afghanistan,
Pakistan, Palestine, and an entirely new situation around Is-
rael. But if the U.S. doesn't do this, but gets tied up with
United Nations resolutions, the moment will be lost and the
entire operation will come to naught.

‘Everything Could Disintegr ate’

Leonid Shebarshin: | think that America's goal in Af-
ghanistan amounted to a demonstration, for the man in the
street and therest of theworld, of itsreadinesstoact. . . . They
installed their Prime Minister and gave him 72 bodyguards,
which becameanisland of stability in Afghanistan. And now
there is talk about the Americans remaining in Afghanistan
for fiveto ten years, or maybe even longer.

Another important result is that the Americans used Af-
ghanistan, in order to take over positions in former Soviet
Central Asia. They got very good basesin Kyrgyzstan, abase
in Tajikistan, agreements with the Uzbeks, pressure on Ka-
zakstan. | think we are looking at preparations for a serious
confrontation with China, which is turning into a strategic
issue. The same thing is happening with China, as earlier
with the Soviet Union: bases in Central Asia, Afghanistan,
Pekistan, the return of the Americans to Cam Ranh Bay,
which we abandoned, the base on Okinawa. Thus, Chinais
surrounded by a chain of U.S. bases, while Russia is being
drawn into NATO institutions.

But thisis along-term perspective. At the moment, after
the“triumphal” victory in Afghanistan, the U.S. islaunching
anew adventure: war with Irag. Afghanistan was a“limited
operation,” athough the firepower used there was colossal.
... ButIragisnot Afghanistan. Here the situationis“50-50.”
The U.S. might stumble, and if this happens, it could be the
beginning of atotal collapse. Everything could disintegrate,
just as the Soviet Union disintegrated, when a great state
ceased to exist in just four days.

Khazin: One very important point. No coups or ground
operation will halt the structural crisis. ... | would like to
note that Desert Storm was financed by the Japanese. This
time, nobody will pay, for avery simple reason. The people
who really control financial flows in the world understand
that the only purpose of all the turmoil around Iraq would be
to pull Americaout of adeep economic hole. . . .

If Afghanistan, indeed, entailed aPR operationfor Ameri-
can domestic consumption, thistimetherewould be aspecific
political-economic goal: to reduce the price of il to $6-7, or
amaximum level of $8. And | firmly believethat the U.S. will
go far in pursuit of that goal. | believe that their operational
plansinclude the use of tactical nuclear weapons, just to ter-
rorizetheworld by showing that they will stop at nothing. . . .

Thereal weakness of the United States, isthat in agenu-
inely critical situation, people with avery ordinary mentality
arein power. . . .
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Russia

Glazyev’'s Success Draws
National Attention

by Rachel Douglas

The unexpectedly strong showing of economist Sergei Gla-
zyev inthefirst round of the Krasnoyarsk gubernatorial €l ec-
tions, held Sept. 8, has become a hot topic of discussion in
Russia. Running asthe Communist Party electoral bloc’scan-
didate for the post left vacant by the death of Gov. Aleksandr
Lebedlast April, Glazyev cameinthird, with over 21% of the
vote. According to some reports, the failure of officias to
count several thousand of Glazyev’ svotesmay have cost him
aspot in the run-off election. Glazyev, however, opted not to
contest the el ection results.

As head of the State Duma s Committee on Economic
Policy, Sergel Glazyev last year invited Lyndon LaRoucheto
keynote specia hearings on how to save the national econ-
omy, under conditionsof global financial crash (seeEIR, July
6 and 20, 2001).

Nezavisimaya Gazeta of Sept. 18 carried an article on
Glazyev, subtitled, “ TheKrasnoyarsk Election HasGiventhe
Left a New Leader.” Journalist Anatoli Kostyukov wrote:
“Sergei Glazyev has proved to be the greatest discovery of
thegubernatorial electionin Krasnoyarsk. Everyoneexpected
him to perform poorly, but he camein third in the el ection—
without the benefit of any substantial administrative, political,
orfinancial support.. . . Neither Alexander Ussnor Alexander
Khloponin [thetwo candidatesin therun-off—ed.] eventried
to conceal that Glazyev had given them a serious fright; and
when they recovered from the shock they started to pay him
alot of compliments.”

Whereas Ussand Khloponin aretied to “ specific industry
sectorsand specific sourcesof funding. Glazyev had only one
asset: the support of the Communist Party (CPRF). However,
the Communists are not highly rated in Krasnoyarsk Terri-
tory, and do not win many seats evenin the[regional] assem-
bly. Therefore, Glazyev himself was a political resource for
hisownelection. ThiselectionwasGlazyev’ sfirst experience
of this kind; earlier he had been included on dates by the
Communists or other palitical forcesthat needed brains.”

The article recounted Glazyev’ s principled opposition to
the looting of Russia under the guise of reforms, in the early
1990s. He was a government minister, and “could have be-
comeatycoon,” but he resigned from the Cabinet and would
not pursue personal enrichment.

TheNG articleconcluded that if the CPRF can understand
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how important it is to show a real ability to govern, “then
Krasnoyarsk has given them a new trump card. Now they
have a new person, who is able not only to write aternative
budgets, but also construct anew left alternative and become
the leader of the left wing. The young and well-educated
Glazyev has proved to be a successful public fighter, too.”

Although CPRF leader Zyuganov endorsed Alexander
Khloponin (Governor of the Taymur region, within Krasnoy-
arsk Territory; former head of Norilsk Nickel) in the run-
off election, Glazyev declined to back either Khloponin or
Alexander Uss (Speaker of the Krasnoyarsk legislature, en-
dorsed by Oleg Deripaska of Russian Aluminum). On Sept.
20, he also urged his voters not to cast votes for “none of the
above.” He said that Krasnoyarsk voters “are literate, and
know both the candidates,” both of whom “have stated that
they share [my] program in large part, and have signed the
Treaty on Social Responsibility”—drawn up by Glazyev’'s
team during the first-round campaign. Glazyev said that the
task of the CPRF should be not to support one candidate or
the other, but to make both candidates accept “elementary
responsibility for working to raise the population’ s standard
of living, and to acknowledge that they should resign, if peo-
ple swelfareisnot improved.”

Khloponin won the Sept. 22 run-off.

The Russian | eftist daily Sovetskaya Rossiya Sept. 21 car-
ried a report from the intelligence-linked Stringer agency,
which claimsthat Russian President Putin’ s staff is preparing
toinvite Glazyev to become an economic adviser to the Presi-
dent, and Nikolai Ryzhkov and Y uri Maslyukov as advisers
toPrimeMinister Kasyanov. Ryzhkov isaformer PrimeMin-
ister of the U.S.S.R., while industry expert Maslykov served
asFirst Deputy Prime Minister in Y evgeni Primakov’ s 1998-
99 government. Stringer caststhe allegedly planned appoint-
mentsstrictly asapolitical maneuver to split the CPRFforces,
ignoring the economic policy implications—at a moment
when more and more people in the Russian €elite realize that
anew economic policy is needed.
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What is the truth?

There is absolutely no way to know whether or not al-
Faruq in fact confessed to any of these deeds. He is being
held, like all U.S. detainees on suspicion of connections to
terrorism, with neither the rights to counsel and due process

6 ° 9 .
U,S, Pre—el ] IpthIl Alms guaranteed under the U.S. Constitution to those placed under

arrest (including non-citizens), nor the rights of prisoners of

At Indonesia in Asia war under the Geneva Convention. If tFiene account is to
be believed, he was held by the United States in Afghanistan
by Michael O. Billington after his arrest and deportation in June, where he was sub-

jected to psychological and physical torture for three months,
before he “broke” on Sept. 9.

While world leadersinsist that the United States has presented Clearly the deeds and confessions ascribed to al-Fai
no sufficient evidence to justify an invasion of Iraq, a similar conveniently facilitate the policies of the utopian war party
process is unfolding in Asia, in regard to the recent escalation now attempting to turn the United States into a globalimperie
of American accusations that Southeast Asia has becomepwer, contrary to the history and character of the the United
new headquarters for al-Qaeda, with Indonesia as its center. States Republic.
Combined with the imperial doctrine of unilateralismand pre-  Indonesia is not acquiescing to the attempted power play.
emptive military action to meet perceived terrorist threats,  Although President Megawati has kept silent, at least pub
such accusations regarding Asia are being taken very serfiicly, Vice President Hamzah Haz, who is also the head of a
ously in the region. leading Islamic party, joined with the leaders of the two mass-

In fact, the global “Code Orange” terror alert declared bybased, moderate Islamic organizations—Ahmad Syafi'ie
the Bush Administration in the days before the anniversary of Maarif of the 30-million strong Muhammadiyah, and Hasyim
the 9/11 attacks—the highest alert level declared to date—Muzadi, head of the 40-million strong Nahdlatul Ulama—in
was based on reported confessions by one Omar al-Faruq, dismissing the story of assassination attempts against Pr
a Kuwaiti arrested in Indonesia and deported into the handdent Megawati. Maarif told reporters, “I'm afraid [the report]
of U.S. authorities in June. Al-Farug was the subject of a  is an attempt to divide Indonesia.” Hasyim Muzadi went fur-
cover story in the Sept. ZBme, supposedly based on leaks ther, warning that “If Indonesia is continuously bothered, cer-
from the CIA and other intelligence agencies involved in  tainparties, including moderate elements, may take adversar
his interrogation. The article claimed al-Faruqg had confessedctions againstthe U.S.” He further denouncediihge story
to: being al-Qaeda’s senior representative in Southeast Asia; as “various propaganda tricks,” adding, “We greatly deplot
planning bombings at U.S. Embassies in seven Southeaitese moves because they amount to U.S. interference” in
Asian countries, and Taiwan, on the 9/11 anniversary; being Indonesia. Muhammadiyah Deputy Chairman Din Syamsuc
responsible for the infamous Christmas 2000 church bombdin accused Washington, in cooperation with certain elements
ings in Indonesia; planning two assassination attempts  within Indonesia, of “spreading a self-fulfilling prophesy—
against Indonesian President Megawati Sukarnoputri; antb pit Muslims against nationalists here.”

other serious crimes. Even the bomber convicted in a shopping mall bombing
_ in July 2001, which al-Faruq reportedly says was aimed at
Chargeof Terrorist “ Super state” President Megawati, dismissed the story in an interview in

Most importantly for future developments, al-Faruq is the SepK&Hhn Tempo, as “unimaginable.”
reported to have claimed that Abu Bakar Ba’asyir, an Islamic  Munir, a prominent Indonesian human rights lawyer, also
cleric living in Indonesia, had “authorized Faruq to use Je-  dismisseditheestory, saying: “I think the assassination
maah Islamiah operatives and resources” to carry out the tething is a way of pressuring Megawati to be more cooperative
rorist operation. Ba'asyir is accused by Singapore’s overlord in the so-called war on terror.”
Lee Kuan Yew, and by most ofthe U.S. press and government
agencies, of being the leader of a region-wide terrorist grougAmerican Ambassador Escalates
(Jemaah Islamiah—Islamic Community) connected to al- Throwing oil on the fire, Matthew Daley, U.S. Assistant
Qaeda, accused of targetting Western facilities for terror at-  Secretary of State for East Asia and the Pacific, said in Han
tacks, and of efforts to bring about a regional “Islamic state”on Sept. 24 that the United States may place Jemaah Islamiah
including Indonesia, Malaysia, Brunei, and parts of the Phil-  ontheir “terrorist list,” and made it clear that he meant “Ba’a-
ippines and Thailand. Indonesia has interrogated Ba’asyiisyir's group.” This could, of course, imply American military
but has adamantly refused to arrest him merely on the basis  action under the “new” doctrine of pre-emptive military
of foreign accusations and press reports, lacking any concretgtack.
evidence to back up the accusations. The United States, Britain, and Canada alsoissued awarn
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ing for their citizens travelling to the city of Y ogyakarta or
nearby Solo, the area of Ba asyir’ sresidence and his school,
claiming that Westerners “may be targetted for violence in
theimmediatefuture.” President Bush called President Mega-
wati, and sent Karen Brooks, the National Security Advisor
for Asian Affairs, to meet with her in Jakarta, increasing the
pressure.

In response, the Sultan and Governor of Y ogyakarta, Ha-
mengkubuwono X, who is a leading religious and political
leader in the nation, has cancelled a high-profile visit to the
United States which wasto have begun at the end of Septem-
ber. Sofian Effendi, the rector of the University of Gadjah
Mada, who wasto accompany the Sultan on hisvisit, asserted
that Indonesia provides adequate security for al visitors, and
that the U.S. “must know that we do not like being treated
like that—we have our dignity.”

Indonesian Foreign Minister Dr. Hassan Wirgjuda said
on Sept. 23 that there was an “urgent need” for the United
Statesto provide an explanation regarding the alleged intelli-
gencefindings, and that the claims about international terror-
ist networksin the country “may provoke widespread resent-
ment against the United States and other western countries.”

Foreign Minister Hassan spoke with EIR after a diplo-
matic dinner in Washington on Sept. 12. In regard to the
pressure on Indonesiato round up radical Muslim leaders as
terrorist suspects, he said: “We have questioned Abu Bakar
Ba asyir, the Jemaah | slamiah leader. But our police have not
found evidence even sufficientto arrest him. UnlikeMalaysia
and Singapore, we do not have an equival ent Internal Security
act. Wedid havesuch alaw, under Suharto, whichwasusedin
suppressing anyone who had any aspirations toward Islamic
state concepts, or applicationsof |slamic sharialaw. But now,
in our democratic setting, our people are free to express, to
have an open debate, even on sensitiveissues such aslslamic
state concepts and application of sharia.”

In his speech to the UN General Assembly on Sept. 18,
Foreign Minister Hassan addressed his nation’ s serious con-
cerns regarding U.S. unilateralism and pre-emptive inten-
tions, and the double standard regarding Israel. “Nowhereis
the necessity for multilateralism moreglaring,” hesaid, “than
inour responseto the scourge of our time: international terror-
ism. And nowhereelseistherole of the United Nations more
vital. . . . Multilateral affirmative action can also bring about
peace wherefor many yearsthere has only been violence and
bloodshed. In the Middle East, the powers that wield great
influence on the region are called upon to adopt a just and
balanced approach to the issue of Palestine. They can, if they
wish, persuadel srael towithdraw itsforcesfromtheoccupied
territories and to cease settlement activities in accordance
with the relevant UN Security Council resolution.”

Target: China

The targetting of Indonesia must be seen in the context
of the broader goa of the war party—confronting China, as
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spelled out inthe July Congressional and Pentagon reportson
the Chinese military (see EIR, Aug. 9, 2002). To see this
clearly, wemust look at the dire state of the Indonesian econ-
omy, which could be given the* Argentina/Brazil treatment”
at any time by the International Monetary Fund, and counter-
posetothat the crucia economic and political relationsdevel -
oping between China and Southeast Asia, and Indonesia in
particular. Note also the great strides over the past weeks
toward peace on the Korean peninsula (in which Indonesia,
with many others, played asignificant role), whichisviewed
asachallengetothe promotersof theinfantile, but dangerous,
“axisof evil” doctrine.

Indonesia, withtheworld’ sfourth-largest popul ation, was
ravaged by the 1997-98 speculative assault on its currency,
the rupiah, and by the subsequent IMF conditionalities im-
posed to roll over aforeign debt of $210 billion, whose debt
service requirements simply can not be paid. A debt morato-
rium on it, principle and interest, was granted on a yearly
basis. Indonesia’s domestic debt was created by the forced
bailout of the banking system after the destruction of the cur-
rency in 1997-98; it must be paid, to keep the domestic econ-
omy afloat. But it is the foreign debt which gives the IMF
and its Anglo-American controllers the power to play the
“Argentina’ card any time they so choose.

Other aspects of economic relations with the West are
evenmoregrim. Foreign direct investment dropped by ahuge
42% for the first six months of this year, while capital flight
continues unabated. Some $8.2 billion was pulled out of the
country in 2001, after losing over $13 hillion in 1998 and
nearly $10billionin 1999 and 2000. Among themajor nations
of Southeast Asia, only Indonesia has continued to suffer this
severedrain on its capital.

Without writing off this debt, in the context of a New
Bretton Woodsworld financial system, Indonesiacan not sur-
vive. Asked by EIR about the failure of the world community
to create anew world financial architecture after the 1997-98
crisis, Foreign Minister Hassan said, “We would not expect
much from countriesoutsideour region. . . . But at least weare
trying within our own region—in particular the ASEAN+3
process—we have been talking about the future of the East
Asiancommunity. Infact, ASEAN hasbeen somewhat insist-
ing, becausewewant to havethisprocess. . . . Infact, wehave
concrete projects, road and railway networks connecting our
region east-west and north-south; human resources, telecom-
munications, and the energy sector.” He added that “we knew
from the beginning that the big powers are not too happy for
Asiato havetheir own financial arrangements.”

China’ sCrucial Role

Asked about China srole, he said: “ They have offered us
important assistance, in particular for a bridge connecting
Sumatrato Java, and one from Javato Bali.” Although these
mega-projects are till in the planning stage, the government
announced that China will be building a bridge connecting
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Surabaya, the capital of East Java, to theisland of Madura, a
5.43-kilometer span, to begin constructionin February. Also,
on Sept. 26, China signed six agreements for major energy
projectsin Indonesia, including oil, mining, and power devel -
opment; whileon Sept. 27 thetwo nations signed ahuge, $8.4
billion contract for the supply of liquified natural gasfrom a
new facility in the Indonesian Province of Papua, to supply
the Chinese Province of Fujian.

Making the point even clearer, Indonesian Army Chief
Gen. Endriartono Sutarto announced Sept. 19 that Indonesia
was seeking alternatives to the United States as the nation’s
arms supplier. Following a meeting with Chinese Defense
Minister Gen. Chi Haotian in Jakarta, General Endriartono
said that Indonesiacould not continue to be dependent on one
source, since that source has been disrupted by embargos
based on political considerations. He named China as one
likely new source.

The National Strategy Report released by the U.S. White
House on Sept. 20 includes the following passage on China:
“Yet, aquarter century after beginning the process of shed-
ding the worst features of the Communist legacy, China's
leaders have not yet made the next series of fundamental
choices about the character of their state. In pursuing ad-
vanced military capabilitiesthat can threaten its neighborsin
the Asia-Pacific region, Chinais following an outdated path
that, in the end, will hamper itsown pursuit of national great-
ness. Intime, Chinawill find that social and political freedom
isthe only source of that greatness.”

This is the same document in which President Bush put
hissignatureto thefollowing utopian doctrine, endorsing pre-
emptivemiltary actionagainst perceivedthreats: “ Asamatter
of common sense and self-defense, Americawill act against
such emerging threats before they are fully formed. We can-
not defend America and our friends by hoping for the best.
So we must be prepared to defeat our enemies’ plans, using
the best intelligence and proceeding with deliberation. His-
tory will judge harshly those who saw thiscoming danger but
failed to act. In the new world we have entered, the only path
to peace and security isthe path of action.”

Thefuture of Indonesia, of China, of Asia, depends abso-
lutely on the global effort to end both this utopian war policy,
andtheunfoldingfinancial collapse, whilebuilding theneces-
sary aliance of sovereign nationsto create a new world eco-
nomic structure.

To reach us on the Web:

www.larouchepub.com
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Sri Lanka Talks To End
19 Years of Civil War

by Ramtanu Maitra

While U.S. President George W. Bush was busily precipitat-
ing awar against Iraq, aremarkable event took place on Sept.
16-19, in southern Thailand, where the Sri Lankan govern-
ment and the Liberation Tigersof Tamil Eelam (LTTE), hith-
erto murderous adversaries, began an arduousjourney to end
the 19-year-old civil war. Tucked away in privatevillasunder
the tight security at the Sattahip naval base, 160 miles south-
east of Bangkok and close to the resort city of Pattaya, the
two parties ended their first round of talks and set the dates
for the next three rounds: Oct. 31-Nov. 3, Dec. 2-5, and Jan.
6-9, 2003.

Theoutcomeof thefirst round of talkswasmost encourag-
ing. Beside expressing their “resolveto addressthe full range
of issues pertaining to a lasting political settlement of the
ethnic conflict in Sri Lanka’ and pledging their “determina-
tion to continue upholding the Cease-Fire Agreement and
expanding the range of confidence-building measures over
theperiod ahead,” thetwo sidesdiscussedindepth “theurgent
need to address the difficult humanitarian situation in the
north and east of Sri Lanka.” They agreed to set up ajoint
task force for humanitarian and reconstruction activities, the
pressrelease said.

Behind the Peace Effort

In the process of bringing about the first round of talks, a
number of nations had played key roles, especially Norway,
India, and the United States. But, according to observers, two
unrelated events perhaps contributed the most in making the
parties agree to break the cycle of violence that has taken
almost 65,000 lives and created serious security concernsfor
not only the Sri Lankan citizens, but also for the nations in
theregion.

The first was the violent events in the United States on
Sept. 11, 2001, which caused revulsion in Sri Lanka at the
loss of thousands of innocent lives. The second turning point
was the €election of a new government under the United Na-
tiona Party (UNP) leader, Ranil Wickremasinghe. Prime
Minister Wickremasinghe had madea“ peace plan” thecenter
of his election campaign. Though his appea was strongly
opposed by asignificant segment of the ethnic-Sinhalamajor-
ity, who consider elimination of the Tamil minority as the
only possible solution to the ethnic strife, at the end, a war-
weary country responded by endorsing Wickremasinghe's
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approach of a negotiated settlement of the civil war, and
handed him anarrow victory.

Atthetalks, the Colombo government wasrepresented by
aCabinet Minister and aclose confidant of Wickremasinghe,
Prof. G.1. Peiris, whilethe Tamil Tigers negotiator wastheir
spokesman, Anton Balasingham. Equally significant wasthe
presenceof Sri LankanMuslimrepresentative Rauff Hakeem,
as an equal partner to the talks. Hakeem's 12 Members of
Parliament belonging to the Sri Lankan Muslim Congress
(SLMC) provide support to Wickremasinghe's government
andtheir pullout could collapsethegovernment, and the peace
talks, instantly. On the other hand, the Muslims are adistinct
ethnic minority, forming almost 7% of theidland’s19 million
people, and are concentrated in the northeastern and eastern
provincesof Sri Lanka. Inthese provinces, the Tamilsarethe
single largest ethnic group. Earlier the Tamils had tried to
expel the Muslims from these provinces to boost their own
numbers. It is evident that by bringing the Muslimsin asan
equal partner tothetalks, the Tamilshave exhibited flexibility
and goodwill.

Autonomy, Not Separ atism

Perhaps the most encouraging feature of the first round
wasthe environment that prevailed throughout the three days
of talks. Both sides were eager to move forward and accom-
plish something positive. At theend, the Tigers, who rejected
government’ s proposal to disarm until a permanent solution
meeting the aspirations of the Tamil people is reached, said
categorically that they do not seek a separate nation. What
the Tamilswant, Balasingham explained, is autonomy. “The
LTTE does not operate with the concept of a separate state.
We operate with the concept of ahomeland and self-determi-
nation. Homeland does not mean a separate state,” Balasin-
gham said.

Balasingham'’s statement was warmly welcomed by the
government in Colombo, and Professor Peiris told the press
that the Tigers' aspirations“can befulfilled within one coun-
try, if we set about it in the proper way.” The Norwegians,
who had sponsored the talks, also announced that both sides
have agreed to set up a panel to resettle some 1.6 million
people who were displaced by the two decades of civil war.

Seeking I nternational Support

As soon the talks began, Wickremasinghe flew over to
New Y ork, where the United Nations General Assembly was
in session, and where he met with Indian Prime Minister Atal
Behari Vajpayee and then, went to Washington to meet with
U.S. authorities. Although the Sri Lankan Prime Minister’'s
visit to the United States was labeled as“amission to attract
financial support to rebuild the war-battered nation,” it was
obviously more than that. It islikely that the Prime Minister
was on a mission to seek support from powerful nations in
order to continue with the peace process.

The one-day visit to Sri Lanka by U.S. Deputy Secretary
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of State Richard Armitage latein August, has drawn interna-
tional attention. Armitage visited the northern city of Jaffna,
traditionally the Tigers stronghold, and saw some of the
worst scenes of destruction caused by the war. He visited the
second largesttowninthenorth, Chavakatchery, and met with
adel egation led by the veteran Tamil politician, Sampanthan.
Upon his return to the capital, Colombo, Armitage met with
Wickremasinghe and former Foreign Minister Kadirgamar, a
Muslim, who deliberated with the American diplomat in his
capacity asPresident ChandrikaK umaratunga’ sinternational
affairs adviser.

There are a number of reasons why Wickremasinghe is
keen in garnering outside support. For one thing, he faces
strong opposition to the peace process within the country. To
begin with, the Tamil Tigers are a dangerous opponent, and
the Sri Lankan government would not liketo drop itsguard to
accommodate the peace process. Moreover, the Tamil Tigers
seek tomake Trincomal ee, the deep-water port on Sri Lanka's
east coast, its capital. Trincomalee, considered by experts as
the best deep-water port in Asia, was used by the British and
other Allies during World War 11, and was eyed as a prized
port by the United States, Israel, and Britain during the Cold
War days. Itislikely that Wickremasinghewouldliketo know
the level of Washington’s present interest in Trincomalee.

Internal Opposition

Prime Minister Wickremasinghe's peace efforts are
openly resisted by Sri Lankan President Kumaratunga, who
years ago had tried to negotiate with the Tigers and failed.
Subsequently, Mrs. Kumaratunga became the target of the
Tiger assassinsand shehasal ready survived oneassassination
attempt. The past has made President Kumaratunga bitter,
and some observers contend that she would do her very best
toscuttlethepeaceeffortslaunched by her political adversary,
Wickremasinghe.

In addition, Wickremasinghe will have to convince yet
another powerful adversary, the Buddhi st temple-based orga-
nization, the Sangha. Those Sinhala chauvinists who oppose
the peace process, have sought support recently of the Bud-
dhist monks. On Sept. 2, under the aegis of the newly formed
“National Conference on Buddhist Monks,” hundreds of
monksdemonstrated in Colombo, denouncing theNorwegian
peace brokers. The monks demanded that the government
abandon its plan to lift the ban on the Tamil Tigers ahead of
the talks. It is clear that President Kumaratunga has allied
with the powerful Buddhist Sanghato foil the peace efforts.

Wickremasingheisfully aware of the powerful influence
that the Sangha exercises on Sri Lankan politics and its role
in nearly two decades of civil war. His Defense Minister has
called onthe powerful Buddhist monk Malwatte M ahanayake
Thera, to obtain his blessings for the peace process, and has
assured the revered monk that the government’s decision to
lift the ban on the Tamil Tigers would not compromise na-
tion’ s security.
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Congressional Closeup by carl 0sgood

Energy Bill Hung Up said its goal is to encourage the con-  those working on alternative lan-
On Alaska Drilling I ssue struction of new power plants and in- guage, along with Ike Skelton (D-Mo.)
Negotiators working onacompromise crease capacity of the transmission and John Spratt (D-S.C.).

energy bill expressed optimism that  system. On the Senate side, both Russell
progress was being made, but the Feingold (D-Wisc.) and Robert Byrd
whole effort can still die on the issue (D-W.Va.) have spoken out strongly

of oil drilling in the Alaska National against the resolution. Feingold said
Wildlife Refuge. That is the not-so- SO ) that it “appears to actually authorize
veiled message that came from both me Raise Doubts Over the Presidentto do anything, anywhere
sides, on Sept. 19 and 24. Republicans,Bush’sWar Resolution in the Middle East.” Byrd took to the

in particular, are putting the issue The doubts swirling around President  floor of the Senate on Sept. 20 to com-
within the context of a likely war with Bush’s Iraq policy intensified on Sept.plain that Bush has yet to offer solid
Irag, claimingthat oilfromthe ANWR 19, when his proposed war resolution evidence, and thatrather than using the
canreplacethe 600,000 barrelsperday  arrived on Capitol Hill. While the wdorum of the UN to offer evidence and

the United States is currently import- party welcomed the language giving  proof of his claims, he “tried to play
ing from Iraq. Sen. Frank Murkowski ~ Bush the authority to use “all meanénternational prosecutor.” He warned
(R-Ak.) told reporters on Sept. 19 that that he determines to be appropriate” that Congress “must not hand this ad-

OPEC's decision, that day, notto in-  in dealing with “the Iraq problem,’ministration or any other administra-
crease production, also increases theothers are warning that what Bush is tion a blank check for military action.”
pressure for drilling in ANWR. demanding is a threat to the ConstituHe then put forward a series of ques-

On the other side, Senate Energy tion. Senate Minority Leader Trent tions, including how much would a
and Natural Resources Committee  Lott (R-Miss.) told reporters on Septar cost, who would pay for it, what
Chairman Jeff Bingaman told the U.S. 20, “I'm perfectly happy with the lan- would be the civilian toll, and would
Chamber of Commerce on Sept. 24, guage.”Majority Leader Tom Daschtke United States use nuclear
that the Senate position is to stimulate (D-S.D.) was not much less enthusias-  weapons.
drilling in other, less controversial ar-  tic. He said that “there is absolutely no
eas, including Alaska’s North Slope, difference of opinion with regard to
where oil is already under develop- the threat that Saddam Hussein poses
ment. The House billincludes a provi- and the need to address that threat inA o .
sion for drilling in ANWR, but the  multiple ways.” He noted, however, ppropriations Still
Senate voted down a similar provision that some Democrats want to make Frozen in Gridlock

last Spring. changesinthe wording that would nar-Intransigence and immaobilism contin-
Another issue that could cause row, at least to some extent, the broad  ues to be the order of the day on both
problems is electricity. The electricity ~ authority that Bush wants. sides of Capitol Hill, especially in the

title in the Senate bill completes the Atthe sametime, the voices of out- appropriations process. The House has
job of deregulation, by repealing the right opposition, if they have not benot acted on any more of the 13 annual
1935 Public Utility Holding Company come more numerous, have become spending bills since Congressreturned
Act, and papers that fact over by estab- louder. A caucus of some 20 Denfoam its August recess, and the Senate
lishing standards for pricing, distribu- crats has emerged in the House, led by has not been able to come to a resolu-
tion, energy source diversity, and fuel Representatives Dennis Kucinich (Bien on the Interior Department Ap-
efficiency. It also encourages the de- Ohio)and Jim McDermott (D-Wash.). propriations bill, even after three
velopment of regional transmission Rep. Lynn Woolsey (D-Cal.), a memweeks of debate. The House blames
organizations. The House-passed bill ber of this group, warned the House on the Senate for the gridlock, and Senate
does notaddress electricity, butHouse  Sept. 18, “America’s greatest asseDmmocrats blame the White House for
Energy and Commerce Committee our moral authority, not our military not being willing to raise the discre-
Chairman Billy Tauzin (R-La.) indi- power. Attacking a sovereign country,tionary spending ceiling beyond the
cated on Sept. 24, that the House nego-unprovoked, forfeits that authority $758 billion decreed by Office of Man-
tiators had submitted a proposal on completely.” House Minority Whipagement and Budget Director Mitch
that, to the conference committee. He Nancy Pelosi (D-Calif.) is among Daniels.
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With attention focused on the
“high-profile” issues of Iraq and
homeland security, there seems to be
very littleinterest in solving the prob-
lem, in spite of alooming $157 billion
deficit for fiscal 2002 and, likely, a
much larger one for 2003. Various
suggestions have been floated for ei-
ther a long-term continuing resolu-
tion—to as far as February 2003—or
alame duck session after the Novem-
ber election.

The odyssey of the Interior bill is
indicative of where the whole process
has gone. Senate Appropriations
Committee Chairman Robert Byrd
(D-W.Va.) proposed an amendment to
thehill to providefunding to cover the
costs of fighting forest fires in the
western states. Byrd and other Demo-
crats complained that the GOP was
holding up the amendment, and a clo-
ture vote failed, 50 to 49, on Sept. 17.
“The reason we've not been able to
reach agreement,” said Senate Mgjor-
ity Leader Tom Daschle (D-S.D.), “is
simply because most of our Republi-
can colleagueswill not agreethat there
hasto be someminimal environmental
sensitivity, here.”

Airlines Blame Security,

Insurance Costsfor Woes

On Sept. 24, four major airline CEOs
were among the witnesses who testi-
fied before the House Aviation Sub-
committee on the financia condition
of the airline industry. Delta Airlines
CEO Leo Mullin told the subcommit-
teethat “ ourindustry’ sviability isseri-
oudly in question, and the industry’s
capacity to performitsexpectedroleis
injeopardy.” Heandtheothersblamed
theindustry’s collapse, in part, on in-
creased security and insurance costs
in the aftermath of the Sept. 11, 2001

attacks. Among other measures, the
industry is asking Congress for relief
from the aviation security act, passed
last year, and for terrorism risk insur-
ancefor at least oneyear. “We ask for
that help,” Mullin said, “because avia-
tion is key to our nation’s economic
health.”

The impact on the industry of a
possiblewar with Irag al so raised con-
cerns. Subcommittee Chairman John
Mica (R-Fla.) warned that such awar
could “dramatically spike aviation
fuel pricesthat, in fact, could substan-
tially impact the already bleak bottom
ling” of the industry’s balance sheet.
Joseph Leonard, CEO of AirTran Air-
wayss, suggestedthat inthecaseof war,
the loan guarantee program should be
reopened, which Mica agreed “is
something we should look at.”

While the airline chiefs and most
members of the subcommittee dis-
cussed the industry’s problems in the
context of “market conditions,” Rep.
Peter Defazio (R-Ore.) had adifferent
view. “I think what we' re confronted
with here,” he said, “is the ultimate
failure of the promise of deregula-
tion.” He said the longer-term and
structural problems of the industry
raise the question “of whether or not
we're going to continueto have asys-
tem of universal air service.”

L abor Rights Stalls
Homeland Security Bill
Senators Phil Gramm (R-Tex.) and
Zell Miller (D-Ga.) unveiled a com-
promise on labor rights that they ex-
pect will break the logjam bogging
down the Homeland Security bill. The
compromise would maintain the Pres-
ident’s authority to exempt workers
from labor rights laws, but would add
notification requirements for both

workers and the Congress. Gramm, in
presenting the proposal, declared,
“The President has got to have the
power, in defending our homeland and
defending our people, to put the right
person in the right place at the right
time.” He accused the Democrats of
trying to take away power that every
President hashad since Jimmy Carter.
Miller added, “Choosing to fixate on
workplace procedures, choosing to
fixateonrulesand guidelines, unfortu-
nately, says a great deal about our
choice of priorities.” President Bush,
in an effort to get the process moving
again, offered his immediate support
for the Gramm-Miller proposal.

Meanwhile, Senate Appropria-
tions Committee Chairman Robert
Byrd (D-W.Va.) successfully contin-
ued his efforts to drag out the debate
as long as possible. On Sept. 18, he
introduced a substitute amendment
that would create thetop-level bureau-
cracy of the new department, but re-
quire additional legislation to transfer
the agencies. He told the Senate that
his amendment would give Congress
“additional opportunities to work
through details about worker protec-
tions, civil liberties, privacy, secrecy,
and which agencies and functions
should be transferred to the new de-
partment.” Hesaid it would also “ give
Congresstheopportunity to gaugeand
modify how the new department isbe-
ing implemented, whileit draftslegis-
lation to transfer additional functions
and agencies.”

Senate Governmental  Affairs
Committee Chairman Joe Lieberman
(D-Conn.) immediately roseto oppose
Byrd’ samendment. He said that adop-
tion of Byrd's proposal would “evis-
cerate” hisbill and take out of it, most
of the work his committee has put in.

Lieberman prevailed, in the end,
when Byrd's amendment was de-
feated on Sept. 24 by a70to 28 vote.
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Is'Tim LaHaye
The Anti-Christ?

by Mark Burdman

Desecration: Antichrist Takes the Throne
by Tim LaHaye and Jerry B. Jenkins

Wheaton, I1l.: Tyndale House Publishers, 2001
407 pages, hardbound, $24.99

The Remnant: On the Brink of
Armageddon

by Tim LaHaye and Jerry B. Jenkins

Wheaton, Ill.: Tyndale House Publishers, 2002
405 pages, hardbound, $24.99

In the aftermath of the Sept. 11 terror atrocities, in the midst
of theworst economic-financia crisisto hit Western civiliza-
tion in centuries, and as new wars are being prepared by the
imperial-utopian elementsin the Anglo-American realm and
their cohortsinIsragl, itisaparticularly dangerous phenome-
non, that abook series exulting about a coming Armageddon
and the slaughter of billions of human beings has been at the
top of bestseller lists in the United States. Such books are
the cultural-psychological equivaent of adeadly virus being
unleashed against the American population.

TheTim LaHaye-Jerry B. Jenkinsseriesof “ L eft Behind”
novels are such a“virus.” Desecratiorand The Remnardre
the latest, the ninth and tenth, in this series. The eighth, The
Mark: The Beast Rules the Worlogcame, during 1998, the
number-one bestseller at Amazon.com, selling most aggres-
sively in the Southern, “Bible Belt” states, led by Texas and
Georgia.
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Following Sept. 11, things have gotten worse. By March-
April 2002, Desecration: Antichrist Takes the Throne;
leased on Oct. 30, 2001, had sold nearly 3 million copies, and,
it isto be assumed, The Remnantgleased in June 2002, will
also make a giant profit for the two wacko authors and their
publisher. Itsinitial print runis2.75 million copies.

Tim LaHaye is reportedly the highest-paid author in the
world (Frankfurter Allgemeine Zeitungylarch 27). Hiswrit-
ings, including thosewith Jenkinsasco-author or ghostwriter,
have been translated into many languages. LaHaye's pub-
lisher claimsthat 50 million “Left Behind” books, including
children’ sand comic-book editions, have been sold since the
series began, seven years ago. There is now an industry of
“Left Behind” products, including CDs of “dramatic broad-
cast performances’; audio editions; “ Left Behind” calendars;
“religious’ objects; and more.

Tim LaHaye is also very well-connected into the Ameri-
can Christian fundamentalist movement (also known as
“Christian right” or “Christian Zionist”). This network num-
bersin the tens of millions, and has its claws in various ele-
ments of the Bush Administration, including part of the mind
of “Dubya’ himself.

LaHaye and hiswife Beverly areleading members of the
“Calvary Council” of the Religious Roundtable, which has
been blackmailing the White House to support Ariel Sharon
or lose the 2002 el ections. The Roundtable says that it “pro-
motes a strong military and strong law enforcement and op-
poses abortion, pornography and divorce. The group is also
an opponent of the Equal Rights Amendment and rights for
gay people and is antcommunist and anti-Soviet. The group
is strongly pro-lsrael ... and a clearinghouse” for right-
wing groups.

LaHayeisalso activein that brand of right-wing politics
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that intersects murky intelligence operations. He worked for
years, asapaid official of the Sun Myung Moon organization.
Inthe 1960s, L aHaye co-founded, with spook-ideol ogue Paul

Weyrich—a nomina “conservative Catholic”—the Council
on National Policy (CNP). Thissecretive organi zation played
a covert role in the 1990s operations against President Bill
Clinton.

‘Iraq = Babylon’

The Swedish daily Svenska Dagbladetn Sept. 9, ran a
feature on the “Left Behind” series, trying to explain what it
called the “bizarreideology” contained therein, to a Swedish
audience. Author Eva Johansson usefully pointed out, that
thisideology is“fully normal” for many mgjor figuresin the
Republican Party, is part of the “right-wing Christian stand-
point” that has influence inside the White House, and has
relevanceto certain aspects of American policies. Most nota-
bly, she stressed that the “Left Behind” seriesis germane to
“theplanstoinvadelraq,” especially asthebooksareacrude,
literal interpretation of the New Testament’ sBook of Revela-
tion, in which the Anti-Christ “is steering his empire from
Babylon”—i.e., Iraq today. In the LaHaye-Jenkins novels,
the“Antichrist” has his headquartersin “New Babylon.”

Indeed, at aJuly 10 press conferenceat the National Press

Club in Washington, to hype the release of The Remnant,

LaHayeranted against “rogue nations” with “ accessto weap-
ons of mass destruction,” clearly aplug for war against Irag.
Hetold the Washington audiencethat “ God has chosen to use
thistool” —hisbooks. In other locations, LaHayehasclaimed
that one of the signsnow rampant, of the activity of the* Anti-
christ,” are the “manifestations of Allah.” Thisis the “reli-
gious’ contribution to the Clash of Civilizations design of
Harvard's Samuel P. Huntington, Zbigniew Brzezinski, and
the wide assortment of neo-conservative nuts running loose
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Between them, these two varieties of magical belief in
“little green men under the floorboards” fixing the
outcome of the world, are dominating American popular
book sales. Tim Lahaye’s super-popular “Left Behind”
series of Armageddon books are written as close to
Spiderman comic style as possible.

in Washington. That the Christian fundieshave extensiveties
with the Sharon-Netanyahu Likud party fascists in Israel,
makes the dynamic more dangerous.

‘Imaginethe Turmoil, the Devastation’

LaHaye and Jenkins (a former speechwriter for the late
televangelist Billy Graham) appeal to the crudest Manichean
(“good guysvs. bad guys’) strain in the American ideology:
God and Hisfollowers on the one side, and “ Antichrist” and
his legions on the other. In this unfolding Armageddon, the
death of billions of human beingsiswelcomed, asanecessary
part of the divine design for bringing the world to an end as
soon as possible. When the war fever against Irag and Islam
isbeing whipped up, thisisatrue devil’ s brew.

As Svenska DagbladetJohansson pointed out, the basic
fraud—common fare among American “fundies’—is, that
the Book of Revelation must betaken astheliteral foretelling
of historical events. This confounds the true nature of Chris-
tianity, the standard of which isnatural law and the search for
truth, as exemplified by the magnificent Chapter 13 of St.
Paul’s First Epistle to the Corinthians; reading such a New
Testament passage, is the best antidote for the pagan, anti-
Christian eccentricity promoted by LaHaye and Jenkins. The
Book of Revelation was never meant to be prophecy, and
certainly not aforetelling of future history. It was, rather, in
the mode of an apocalyptic vision, an elaboration of the qual-
ity of the Roman Empire as adoomed civilization.

Flowing from that literalist fraud, the warped LaHaye-
Jenkins “theology” maintains that everything is effectively
predetermined; there is no free will, just a limited field for
action in agame already rigged. Theirsis a perverted notion
of “grace,” inwhich, by amystical act of faith, an“elect” can
be saved. Outside of thiselect, therest die. The“God” of the
“Left Behind” series, while repeatedly praised by hisfollow-
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ersin the novels as a “God of mercy,” is a cruel monster, a
genocidal beast, something out of the worst sermons of the
American fundamentalists' 18th-Century idol Jonathan Ed-
wards. Asthe novels progress, God combats the Anti-Christ
by such actions as turning the world’s seas into blood, un-
leashing unbearable heat upon the Earth, turning everything
into utter darkness, al of which lead to deaths of billions of
human beings.

But sinceall thissupposedly fulfillsthe passages of Reve-
lation, and brings on the coming “Kingdom of Heaven,” this
makes his followers happy! By the end of The Remnant, the
prophet for the “good guys,” Tsion ben-Judah, states: “The
world is a spent cartridge. . . . Poverty is rampant. Law and
order are relics. ... Imagine the turmoil, the devastation.
Power shortages, air conditioning overloads, breakdowns.
And all this coming with half the population aready gone.
Wearenot far from anarchy. . . . Godisjust and God ishaly,
... but I do not believe he would send any more judgments
ontheworld now if heweren't till jealousthat some repent.”

Thesebooks' puerilestyleisacrossbetween aSpiderman
comic-book and the script for acomputer game. Thisislaugh-
able, but also, literally, diabolical, intwo senses. Firgt, it con-
tributesto the dumbing-down of Americans' thinking, reduc-
ing thingsto simple and silly fantasies. And it trivializes the
kinds of genocidal slaughter described, as if only part of a
game. Co-author Jenkins is otherwise a writer of baseball
stars’ biographies; the“Left Behind” seemsalmost to refer to
failingtoget out of third grade. Typical of theelegant prose, is
the description of how Hattie Durham, a“good guy,” reacted,
whenvisited by the Archangel Michael: “Hattie sat panting.”
But my favorite gem isthe comment by hero Buck Williams
tohiswifeChloe: “Beserious. Weall need Rand Rbefore Ar-
mageddon.”

‘Bloodiest Season in the History of theWorld’

Astowherethewords" Left Behind” comefrom, and how
the story line unfolds, we now give a brief account.

Desecration and The Remnant take place in the second
half of the seven years of the “Great Tribulation,” described
as “the bloodiest season in the history of the world.” By the
conclusion of The Remnant, we are near the end of these
seven years, at the end of which will come “The Glorious
Appearing,” the Second Coming of Jesus Christ. Oneassumes
that al thiswill be described inacoming volume, if theworld
hasn’t ended by then.

The “Left Behind” series began after the big shock had
aready hit the world: “The Rapture,” accompanied by al
sorts of chaos and confusion, when “in one cataclysmic mo-
ment, millions around the world disappear.” These “disap-
peared” were sucked up to Heaven, to be reunited with their
family members among the good guys, when the “Kingdom
of Heaven” arrives.

In the seven years of the Tribulation, there is a cosmic
battle between the “believers’ and the Anti-Christ, who isa
bizarre figure named Nicol ae Carpathia. He became the Anti-
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Christ after having been killed—during his incarnation as
potentateof the* Global Community” (hehad previously been
President of Romania and Secretary Genera of the United
Nations)—and then having miracul ously risen fromthe dead.
He now heads areligion called “ Carpathianism,” whose fol-
lowersare branded with a“loyalty mark” ontheir right hands
or foreheads, and “vaccinated” with a biochip with personal
information (this detail was omitted somehow from Revela-
tion). If they refuse, they are executed by the guillotine. The
depiction of theinfinitely cruel Nicolae Carpathiamost often
readslikeacrossbetween agangsterinaGrade-D Hollywood
movie, andthe super-evil “bad guys’ in Spiderman or Batman
comic books.

The heroes are led by the “ Tribulation Force,” based, for
some reason, out of Chicago, a city that had earlier been al-
most totally destroyedinwar. Sincethe Tribul ation Force had
not disappeared during the Rapture, are still alive on Earth
and not—yet—in Heaven, they are those “left behind.”

The Tribulation Force has the disadvantage of having to
operate underground, to avoid the “Globa Community
Peacekeepers’ of the Anti-Christ Carpathia. But they have
two advantages. Thefirst, another glaring omission from Rev-
elation, isthat they have vast Internet and computer capabili-
ties. The Force's spiritual leader and teacher, Tsion ben-Ju-
dah, manages to communicate with no fewer than 1 billion
peopleaday through the Internet—apparently, whilemillions
of others are dropping dead like flies. The other “weapons’
they have are the Archangel Michael, who manages to inter-
venewhenever the going getsreally rough, and God Himself,
Who setstherules. In the end, everything is preordained and
predetermined, the gameisrigged, the good guyswin.

‘Completed Jews

We spare our readers further details, only to point to one
interesting “ catch” in thewhole story, whichisimplied inthe
central roles of two of the heroes, Dr. Chaim Rosenzweig and
Tsion ben-Judah. Both are Israeli Jews, by origin. Ro-
senzweig had been a Nobel Prize-winning Isragli botanist,
before he killed Carpathia; while ben-Judah had been arab-
binical scholar and Israeli statesman. But, in the novels, they
are the strongest devotees of Christ the Messiah, and their
central missionisto bring Israeli Jewsinto Christianity. Ben-
Judah had revealed his belief in the Messiah on international
TV, and now propagates the ideathat the Jews have a chance
to reverse their “mistake,” in not having recognized Jesus as
the Messiah, originally.

Themain dramain the novelsisthe process of mass con-
version of Israeli Jews. So, in the end, there will be no more
Jews. Jews are the heroes of the book, aslong asthey become
what American fundies like to call “completed Jews.” This
desired fate for the mass conversaion of Jews, is at the core
of the Christian fundie/Christian Zionist belief-structure.
Doesn't thismake | sraeli fanaticslike former Prime Minister
Benjamin Netanyahu, who have spent so much time and en-
ergy building tiesto the fundies, all the moreinsane?
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The Bubble For
Dummies

by Harley Schlanger

dot.con: The Greatest Story Ever Sold
by John Cassidy

New York: HarperCollins Publishers, 2002
372 pages, hardbound, $25.95

OnDec. 5, 1996, Federal Reserve Chairman Alan Greenspan
surprised an audience of the American Enterprise Institute, a
gang of triumphalist free-tradeideol oguescometo honor him,
by questioning whether the rapid appreciation of U.S. stock
markets over the previous three years had been good for the
country. While praising the U.S. economy, comparing it fa-
vorably to Japan’s “so-called bubble economy,” Greenspan
asked, “But how do we know when irrational exuberance has
unduly escalated asset values, which then become subject to
unexpected and prolonged contractions asthey have in Japan
over the past decade?”’

This question, which dominated financial news for the
rest of the year, triggered a flood of propaganda, whose gist
wasthat the exuberancewasin fact rational, asthe U.S. econ-
omy had entered an era of the “New Economy.” Typica was
a feature in Business Week on Dec. 30, 1996 by Michael
Mandel, “ The Triumph of the New Economy,” which argued
that, “ Underlying the equity boom isthe emergence of aNew
Economy, built on the foundation of global markets and the
Information Revolution.”

A signature moment in this post-“irrationa exuberance”
propaganda offensive was the publication of an influential
piecein Wired magazine, in July 1997, “ The Long Boom: A
History of the Future, 1980-2020,” by Peter Leyden of Wired
and Peter Schwartz, co-founder of Global Business Network.
In a burst of euphoria, they wrote that “We are watching
the beginnings of a global economic boom on a scale never
experienced before. We have entered a period of sustained
growth that could eventually double the world’'s economy
every dozen years and bring increasing prosperity for—quite
literally—nbillions of people on the planet. We areriding the
early waves of a25-year run of agreatly expanding economy
that will do much to solve seemingly intractable problems
like poverty and to ease tensions throughout the world.”

The New Economy

In this piece, and in countless others that mimicked it,
economists, Wall Street brokersand analysts, and journalists,
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fell over themselvesto be overheard agreeing with the (Wired
scenario: The industrial era is over, replaced by a new era
ushered in by globalization and the Information Revolution.

The New Gospel wasbeing preached even fromthe estab-
lished houses of Wall Street. For example, Mary Meeker, an
analyst at Morgan Stanley, argued that anew model had to be
developed to measure “valuation” of Internet stocks. Tradi-
tional valuations could be misleading, she proclaimed. Cur-
rent earnings should be replaced asameasure of acompany’s
success, by “earnings potential,” which can be assessed
through determining the “mind share and market share” of
acompany.

Morgan Stanley’ srelease of “ Thelnternet Report” inFeb-
ruary 1996, prepared by Meeker and an assistant, helped fuel
theflood of Initial Public Offerings (IPOs) beginningin 1996,
which made multi-millionaires of those who launched them.
For example, in the IPO of Yahoo!, on April 12, 1996, 2.6
million shares were sold. The shares were issued at $12 per
share, opened at $25 per share, and closed that day at $33 per
share. Thus, Yahoo!, a company with 68 employees at the
time, was valued at $850 million!

These absurd stock valuations soon became one of the
leading arguments for those promoting the idea of the New
Economy. InBusinessWeek sNov. 17,1997 issue, theEditor-
In-Chief, Stephen B. Shepard wrote, ” We have the most pow-
erful gauge of al telling us that something profound is going
on: the stock market.”

One of the other great gurus of the New Economy was
Goldman Sachs Abby Joseph Cohen, the bull’s bull, who
became one of the chief ideol ogues of the movement. Cohen
argued, in the Spring of 1996, that what was driving higher
corporate profits—and therefore, generating higher stock
prices—was a previously unmeasured increase in productiv-
ity. “I believe the government’s productivity figures are
wrong,” she said, pressing this point during frequent inter-
viewswith the financial press.

New Paradigm or Bubble?

The story of how Wall Street hypesters like Meeker and
Cohen, in collaboration with “venture capitalists,” anti-gov-
ernment freetrade academics, and thefinancial media—espe-
cialy the new networks, such as MSNBC—combined to
snooker the American public into literaly betting the house
onthe" new economicparadigm,” isthesubject of John Cassi-
dy’s appropriately titled book, dot.con: The Greatest Story
Ever Sold. Cassidy haswritten an interesting anecdotal chro-
nology, from the invention of the microprocessor by an Intel
engineer in 1971, through the go-go 1990s, to the market
crash which waswell under way by Sept. 11, 2001.

Along theway, Cassidy offersample evidenceto demon-
strate that the wild upward curve of the marketsbeginningin
1995, followed the classical pattern of a speculative bubble.
He provides, inthe Prologue, what he callsthe four stages of
abubble. First, thereis*Displacement,” in which something
occurs which changes investors' expectations (in this case,
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thecomputer/Internet “ high-tech revolution™). Second comes
the“Boom Stage. . . when pricesarerising sharply and skep-
ticism givesway to greed.” Thirdis*“euphoria,” when " estab-
lished rules of investing and often mere common sense, are
dispensed with.” Fourth, “Finally, inevitably, comes the
bust,” when everyone asks, “How did that happen?’

By the third stage, he writes, “most observers have a
vested interest in avoiding stating the obvious—that delusion
has replaced reality.” Among those he includes in this cate-
gory are“Wall Street bankers eager to cash in on an unprece-
dented source of revenues;” journalists and the mediacompa:
nies, which cover financial news; economists and economic
policymakers, “who refused to learn the lessons of history;”
and Federal Reserve Chairman Greenspan, “who had con-
vinced himself that miraculous things were happening to the
American economy.”! And, of course, there could not be a
bubble without the suckers, those “ordinary Americans, en-
ticed by the prospect of instant weal th, parting withtheir hard-
earned money for worthless pieces of paper.”

Cassidy’ sbook isfilled with examples of how the bubble
was created and encouraged. As legislation to deregulate the
practices of Wall Street investment firms and commercia
banking was passed by Congress, thefirst 401(k) plan was set
up, in November 1981, to encourage employers and their
employees to put retirement and pension funds into stocks.
By 1985, ten million employees had 401(k) plans; by 2000,
more than 40 million Americans had them, with $1.7 trillion
in (since shrunken) assets.

At the same time, again as an offshoot of deregulation,
the number of mutual funds grew from 665 in 1981, to 1,527
by 1985. By the mid-1990s, there were 130 million mutual
fund accounts and, by 2001, these funds contained more than
$7 trillion, with more than $4 trillion of that total in stock
funds.

The‘New Valuation’ and Productivity

Cassidy offers numerous details of how these fundswere
sucked into the new Internet companies, many of which had
not recorded any profits. Take the IPO of Netscape, which
released itsfirst Web browser—Netscape Navigator 1.0—in
December 1994. At its IPO on Aug. 9, 1995, five million
shares of stock were offered, with a recommended price of
$28 per share. It opened at $71 per share, closed at morethan
$58. Inits first day of trading, its value (measured by stock
price) reached $2.2 billion, almost the total value of Genera
Dynamics!

For Wall Street, Cassidy writes, “the Netscape 1PO had
legitimized a new business model—one in which earnings

1. A transcript of a meeting at the Fed on Sept. 24, 1996 indicates that
Greenspan acknowledged even then that there was a stock bubble. In the
transcript, in response to Lawrence Lindsey’s assertion that “this emerging
bubbleisnonethelessreal,” Greenspan said, “| recognizethat thereisastock
market bubble problem at thispoint, and | agree with Governor Lindsey that
this is a problem we should keep an eye on.” (Lindsey is now President
Bush's senior economic adviser.)
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Author John Cassidy does a scholarly job of showing that the
“New Economy” was nothing but a stock bubble guaranteed to
collapse; but herefusesto admit the reality, that that collapseisa
new depression, wor se than the Great Depression set off by the
stock collapse of 1929-33.

and balance sheets didn’t matter. In the new Internet era, the
game was to raise money from investors, clamber aboard
an exponential growth curve, and worry about revenue and
profits later.” He shows most of the IPOs in the “high-tech”
sphere never made any profits.

However, the speculative profits made by Wall Street
firms led to a drumbeat to recognize a “new vauation,” one
which ignored the traditional measures, such as making a
profit. It was not long after hisirrational exuberance speech
that Alan Greenspan began promoting theideathat anew way
to measure the value of corporations is needed, which, he
argued—in support of high-tech cheerleaders Meeker and
Cohen—isto befound in the alleged growth of productivity
caused by these “new technologies.”

With the bull market soaring in 1997, Greenspan told the
Senate Banking Committee on July 22 that the economy’s
performanceis* exceptional,” and might represent a“ once or
twice in a century phenomenon that will carry productivity
trendsnationally andglobally toanew, higher track. . . . What
we may be observing in the current environment is a number
of key technologies, some even mature, finally interacting to
create significant new opportunitiesfor value creation.”

Greenspan seemed to be embracing in public the outland-
ish claims of Meeker, Cohen, Business Week's Mandel, and
others, that the huge volume of funds flowing into Internet,
telecommunications, and related stocks was due to “produc-
tivity.” The problem, they argued, was that the productivity
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gainswere not being measured; the old measures of produc-
tivity were outmoded, and new means were needed to mea-
sure “intangible” wealth creation.

Meeker, et al. were confusing increases in price, with
productivity. Cassidy quotes a Morgan Stanley Dean Witter
review prepared by Meeker in September 1997: “We have
onegeneral responsetotheword‘valuation’ thesedays: ‘ Bull
market.” We have been in the technology sell-side trenches
for about a decade and simply—we believe that we have
entered a new valuation zone.” This “new valuation” was
nothing but millions of people’s willingness to pour money
into buying stock in companies with no prospects to make
aprofit!

Asthe delusions continued through 1998, Greenspan in-
creasingly aligned himself with the hypesters. He asked Fed
officialsto find anew way of measuring productivity, so that
the soaring share prices could be seen as rational. On Jan.
28, 1999, Greenspan gave his cautious endorsement of the
runaway market, saying, "thereis at root something far more
fundamental—the stock market seeking out profitable ven-
tures and directing capital to hopeful projects before the
profits materialize. That's good for our system. And that, in
fact, with all its hype and craziness, is something that, at the
end of the day, probably is more plus than minus.”

By July 2000, Greenspan was less cautious, as at the Na-
tional Governors' Association: “With the adoption of infor-
mation technology, the share of output that is conceptual
rather than physical continuesto grow. . . . Asaresult, infor-
mation technol ogies have begun to ater significantly how we
do business and create economic value’ (emphasis added).
Theonly problem with Greenspan’ sanalysis, wasthat it was
dead wrong.

Productivity Comes From the Physical
Economy

A major weakness of Cassidy’s book is his assumption
that every one of the protagonists of the New Economy—
brokers, financial journalists, policymakers, and investors—
should have known it was abubble, but fell victimto “collec-
tive insanity” and “herd behavior.” Further, that the “New
Economy thesi swould never havebecomesowidely accepted
if Greenspan hadn’t seized upon it and madeit hisown.” But
after reviewing this descent into collective lunacy, Cassidy
ends his book by embracing it! On the economy’s overall
prospect after the market crash which continued from March
2000throughtheend of 2001, hewritesthat thereisa“ depres-
sion scenario.” However, a “reasonably rapid recovery”
would likely occur, if Americans “could be persuaded to re-
turn to the airports and the shopping malls pretty quickly.”

The continuing collapse of markets, which has acceler-
ated again in September 2002, mocks Cassidy’ s conclusion.
This grows lawfully, however, from the book’s fatal flaw:
Cassidy has left out the work of the only economist in the
United States who correctly argued, from the beginning of
the 1990s, that the “New Economy” was a wholesale fraud,
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and that the specul ative growth of the stock marketsexpressed
a deadly dangerous delusion. That economist is Lyndon
LaRouche, whose writingsin EIR have provided the most in-
depth analysis, and dead-on forecasting, of any economistin
theworld, for 35 years.

Take the question of productivity, which Cassidy identi-
fies as a centra problem for the New Economy. LaRouche
repeatedly has pointed to the Aug. 15, 1971 decision by Rich-
ard Nixon—which formally ended the successful post-war
Bretton Woods monetary system—as the take-off point for
the shift from an economy based on physical production, to a
consumer society. In the ensuing 30-plusyears, productivity,
as measured by the Bureau of Labor Statistics (BLS), had
falentolevelsof lessthan half of that from the end of World
War Il until 1971. Under pressurefrom Greenspan and others,
the BLS changed its productivity measurement, beginning in
1997, to show productivity increases, to match the hype
pushed by promoters of the “New Economic Paradigm.” In
August 2002, the BL S admitted this was an example of “ac-
counting fraud,” and revalued down productivity “gains’
from 1997-2000.

Inan April 2000 paper, “ Information Society: A Doomed
Empireof Evil,” LaRouchedefined the only sensiblemeasure
of productivity, premised upon “1.) What percentile of the
total labor-force, isengagedineither a) applying new physical
principlestoincreasemankind’ sper capitapower over nature,
or b) generating the new physical principlesand technologies
being employed * at the point of production’?2.) What is the
rateof netincreaseof physical output per capitaand per square
kilometer of the Earth’s surface-area, as being expressed at
the point of physical production of the basic economic infra-
structure, agriculture, and manufacturing?’

He continued with advice which might have aided Cas-
sidy, or any future, more serious report on the death of the
New Economy: “Do not confuse price with physical redlity;
rather assess the meaning of prices, by subjecting themto the
standards of physical redlity.”?

Had LaRouche’ s writings on physical economy over the
last 35 years been studied, and adopted to shape policy, we
could have avoided the catastrophic collapse of the financial
system we are facing now. Failure to learn from him will
doom civilization to a Dark Age. It is not simply greed and
delusion which placed usin this precarious position, but the
fear of challenging accepted “popular opinion.” including
such policymakers asthe fallen guru, Alan Greenspan.

Unfortunately, Cassidy ultimately did not have the cour-
age to break with that popular opinion that he so properly
skewered for more than 300 pages.

2. Lyndon H. LaRouche, Jr., “Information Society: A Doomed Empire of
Evil,” in EIR Special Report, Why the New Economy |s Doomed, June 2000,
andalsoinEIR, April 28, 2000. Thecollapseof productivity isalso expressed
by LaRouchein his Triple Curve Collapse Function (seep. 23), which serves
asapedagogica deviceto demonstrate how aspeculative bubbleis premised
upon the destruction of the productive economy.
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Editorial

The U.S. Strategic Situation Today

With the world’s present monetary-financial system  institutions, and the probable early disintegratjon of
now disintegrating, and the economies of all of theour republic.
nations of the Americas and Europe presently in a Dumb may still be be popular, but it is nqt the
power-dive, it should be clear that the generally actoad to national security under today’s national and
cepted slogans, explanations, and recipes of thelead-  world-wide crisis conditions.
erships of our political parties, major news media, Therefore, the putative Bush draft of “The Na+
and popular opinion, represent, combined, nothing  tional Securiity Strategy of the United States,” §hould
but a highway to a global catastrophe for our natiorbe dropped quietly, but definitively into the waste
and its people. paper basket, right now. Turn now to scientffic
Clearly, the time has come when the possibilitymethod, instead.
ofthe survival of our republic depends on the willing- The secure passage of our United Statps of
ness of a majority among our people to abandon theidmerica will be predetermined, not by any mere ir
habitual mind-slavery to so-called popular opinion. terpretation of the existing, imperilled world ofder,
If our republic is to outlive the present crisis, we but, rather, by our choice of that intention, that mis-
must not only abandon the war policies of Vice Presi-  sion, which predetermines our planet’s successful or-
dent Cheney and his Chicken-hawks. Despite théital trajectory, its escape from the grip of the papt
monstrous mental decay in our schools, universities, and present, into the future.
and financier-controlled mass media, our survival as This ability to discover and adopt creative phys
a nation now requires a majority among ustoturnto  cal-scientific and kindred choices of our repyblic’s
actually thinking; as Britain’s Percy Shelley wrote in intentional orbit, is a power which exists only for the
hisIn Defence of Poetry: We require are-awakening  human species, and not for any other type of abiotic
of mental life of our citizens, away from mind-dulling or living species within the Creator’s universe.

populism and its fads, to the practice of “imparting Therefore the fault of the imperilled U.S. today,
andreceiving profound and impassioned conceptionss, that its present policies are dominated by fooligh
respecting man and nature.” conceits of those disciples of Thomas Huxley who

It is now a time when we shall either think and have crafted the lunatic utopian doctrine of such Bagr-
discuss in rigorous and profound terms, or we shall  trand Russell followers as Vice-President Cheney
not continue to survive as a nation for very muchand his unsavory flock of Chicken-hawks.
longer. These dupes of the utopian rant of Russell et &

Dumbheadedness and opportunistic resort tthave, manifestly, like Russell himself before them
populist rhetoric, instead of actually thinking, is pres-  yetto recognize the existence of a principled digtinc-
ently the greatest single threat to our republic’s secution between mankind and British Lord Solly Zuckt
rity today. Demanding that politics be broughtdown  ermann’s baboons gathering nuts from the bpobab
to the level of, for example, outgoing Senator Philtrees.

Gramm’s simple-minded populist slogans and carp- —Lyndon H. LaRouche, Jr.
ing wise-cracks, would ensure the continued stupe- A Boldly Modest U.S. Global Mission
faction of our political processes and their leading Sept. 24, 2002
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