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“A little more than two years ago, | broadcasl a
forecast of the likely situation during a year under
the George W. Bush then awailing inauguration as
the next President. Subsequent events have fully
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fashion, like every published economic forecast |
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2003, . . . I shall deliver another history-making
forecast on the state of the Union and of the world,
by webcast, from our nation’s capital.”
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From the Associate Editor

W hat will the new year bring? That’s not a question for tea-leaf
reading, but rather for resolute and thoughtful action. Those who get
their “news” from CNN or théVashington Post might despair at the
global panorama of economic collapse and the threat of war; but as
this week’s issue shows, there is growing potential for a strategic
shift away from those catastrophic scenarios.

Lyndon H. LaRouche, Jr., in a Dec. 18 speech dEdtdseminar
in Berlin, put it in a startling way: “On the 28th of January of this
coming year, about five days after President George W. Bush, Jr. will
have delivered his State of the Union address, | shall issue mine,
which will be broadcast on a webcast at 1 o’clock Washington, D.C.
time, which will be 7 o’clock in the evening Berlin time. Until those
two addresses have been made, it will be extremely difficult to esti-
mate what U.S. policy is going to be, and consequently, very difficult
to estimate what the world situation will be.”

LaRouche’s initiatives are at center stage, in the steps we report
toward realization of development corridors along the Eurasian Land-
Bridge. The victory of Roh Moo-hyun in the South Korean Presiden-
tial elections, shores up that flank in the battle for a “New Silk Road.”
In Italy, the government has turned the tables on the insane Maastricht
free-trade principles that formed the European Union, calling for a
revival of “Colbertism” (state intervention, rather than privatization),
and infrastructure corridor development in nations seeking entry to
the EU. China is moving ahead with the world’s largest water diver-
sion project, known as “Move South Water North,” to deal with the
pressing problems of water shortage in the North, and flooding in the
South. A far cry from what the Wall Street and London advocates of
coastal “free trade zones” have demanded! In Hungary, a battle is
raging over the government’s subservience to International Monetary
Fund dictates, and leading economists invited LaRouche to present
his alternative policy. And, in the United States, the “Southern Strat-
egy” has taken a big hit, with the sagging fortunes of Trent Lott,
Henry Kissinger, and Al Gore. The LaRouche forces are moving into
the breach.

This is our last issue of 2002. The first of 2003 will be dated
Jan. 10.

o eczar. LA
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‘NEO-COLBERTISM’ OR DECADENCE

Italy Offers EU an Initiative
For Infrastructure Development

by Claudio Celani

On the eve of the Dec. 12-13 Copenhagen summit of the
European Union, thefight insidethe EU, onwhether to change
the strict free-trade policies embodied in the Maastricht
Treaty, took on a new dimension, involving the issue of the
enlargement of the EU. Whereas one faction, strongly repre-
sented inside the European Commission in Brussels, insists
on building alarge free-market zoneincluding ten new mem-
ber states, another faction, represented by some EU member
governmentsand other forces, wantsto drop these neo-liberal
policies, and adopt what Italian Economics Minister Giulio
Tremonti characterized as a “neo-Colbertist” approach, in
which the state plays a crucial guiding role in economic
policy.

As afirst step in this direction, the Italian government
published a proposal aimed at shifting the emphasisfrom the
enlargement issue, to that of building infrastructure corridors
across those very countries which are candidates to join the
EU. Theltalian proposal echoesthe recommendationsissued
by Lyndon LaRouche during his visits to Italy in the last
two years, most recently in Milan on Nov. 23-25 (see EIR,
Dec. 6).

Theltalian government has proposed that the EU enlarge-
ment be subordinated to “the realization of strategic infra-
structure, both material and nonmaterial.” In particular, Italy
is interested in the accelerated realization of three “trans-
Europeancorridors’ (seeFigurel): No.5(Trieste-Ljubljana-
Budapest-Lviv-Kiev), No. 8 (Bari-Durazzo-Skopje-Sofia-
Burgas-Varna), connecting the Black Sea with the Adriatic,
and No. 10 (Salzburg-Ljubljana-Zagreb-Belgrade-Nis-Sa-
lonika). Thesethree corridors are part of the Trans-European
Network (TEN) of rail corridors identified at the EU’s Crete
conference in 1994, whose realization has been hindered by
lack of financial resources, dueto the Malthusian-style Maas-
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tricht policies.

Parallel to the proposal to accel erate the realization of the
trans-European corridors, the Italian government proposes
that EU member states proceed with the same urgency to
upgrade their nationa infrastructure systems. In order to do
S0, it is necessary to introduce “ quotas of re-nationalization
of regional development policies,” saysatechnical paper pre-
pared by the Economics Ministry, to synopsize the Itaian
requests at the Copenhagen summit. After identifying the
three TEN corridors that are of specia strategic interest for
Italy, thepaper says: “ Corridors8and 10, athoughinteresting
for our country, presupposetheexistenceof national networks
ready to connect with them, to bring benefits to the Italian
transport system. For Italy, therefore, the absolutely deter-
mining and central role is played by Corridor 5, because it
represents the key axis of national communication networks,
internal and international ones.” The paper then calls for an
“EU-Italy” pact, to make sure that those national infrastruc-
ture projects play a European strategic role, to “ open the way
for ‘national’ authorization procedures’ and “differentiated
fiscal policies.”

Italian Economics Minister Tremonti took the unusual
step of publishing an op-ed, signed together with the chair-
man of the Association of Italian Industrialists (Confindus-
tria), Antonio D’ Amato, to accompany the publication of
the “technical paper” in the business daily Il Sole 24 Ore
on Dec. 11. Tremonti and D’ Amato announced the Italian
initiative in the EU, stressing that the strategy of infrastruc-
ture corridors requested by Italy, especially the devel opment
of Corridors 5 and 8, will alow Italy “to exploit, to the
advantage of the whole continent, its position in the middle
of the Mediterranean, as a crossroads of traffic with Far
East Asia”

EIR December 27, 2002



Shift toa‘New Deal’

The Italian initiative intersects a
wider European movement to get rid of
the Maastricht Treaty’s monetarist
straitjackets, since Europe facesadeep-
eninginternational crisiswhichrequires
public investment policies. Part of this
processisthe discussion ontherevision
of the EU’s “ Stability Pact,” with pro-
posalscoming from Italian, French, and
also German quarters, to decouple in-
vestment spending from budget ac-
counting. What isrequired, however, is
afundamental reversal of economic pol-
icy, abandoning free-market neo-liber-
alism outright. Many think that, but few
say it in public. Again, the Italians are
themost outspoken, partly becauseltaly
displays a greater urgency for physical
investment than its EU partners, partly
because of theinfluence of LaRouche's
ideas on Italian political elites. Thisis
shown, for instance, in statements by
Minister Tremonti inthe Turindaily La
Sampaon Nov. 16, and repeated on na-
tional television on Nov. 21, in which
he called for a shift to “neo-Colbertist”
policies, aEuropean New Deal, and the
adoption of protectionist measures
against free-market globalization.

According to Tremonti, 9/11 has
brought to the surface latent crises. “In
afew years, two continents have disap-

peared,” he said. “No news comes from Africa any longer.
South Americaalternates between autarchic temptations and
global alliances, combining modern finances with archaic
politics. Roads, trade routes disappear. On American maps,
routesare marked with thewarning: Bandits. Forbidden areas
come back, we begin again, asin the Middle Ages, to write:
hic sunt leones.” (“Heretherearelions.”)

Tremonti criticized the “utopia of privatizations,” which
often has resulted in property changes, each time marked by
the increase of debt. Y et those firms which were kept under
state ownership are today in good health. Against the “de-
cline” of the country, Tremonti said: “We could even takethe

FIGURE 1
Italy’s ‘National Projects in Europe’s Interest’
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Source: Government of Italy; published in Il Sole 24 Ore.

The Italian government proposed that “ enlargement” of the EU by 10 more countries, be
subordinated to real expansion: “ therealization of strategic infrastructures,” particularly
new corridors of high-speed transport.

fundamental issue.”

La Stampa reported that the idea of “market corrections
through the state” wasborninthe context of growing contacts
between theltalian Economics Ministry and other “economic
chanceries’ of Europe. Tremonti then mentioned a project
being studied internationally, “Plan B,” which would move
the New Deal from a phase of study and elaboration, to a
phase of interventions and reforms—but he refused to say
more. “We have the cultural means to correct the market
asymmetries, to project, if necessary, anew New Deal. . ..
We want adiaectic of products and duties, neo-Col bertism,
New Deal, correction of market asymmetries.”

direction of anew New Deal. Using the state.”

Themarket, for Tremonti, isnotan*“idol”: “If, inthe East,
they produce at a cost of 10, avalve which here costs 100, it
is not possible to compete, tax reductions cannot help. We
must intervene. Once, onewould have reacted with theintro-
duction of tariffs; now, we must impose conditions of reci-
procity. . . . Those countries which make products but do not
impose social obligations upon their producers, are putting
Europeaside. Thisisan asymmetry which we must correct—
not to deny, but to establish market conditions. It will be a

EIR December 27, 2002

A New Bretton Woods

However, none of the policies advocated by Tremonti
can be successful, unless a general reorganization of the
world financial and monetary system takes place. The stan-
dard on this issue has been established by the resolution
issued by the Italian Chamber of Deputies on Sept. 25,
calling for a“new financial architecture,” otherwise known
as a New Bretton Woods. Some factions in Europe, blind
to the systemic nature of the world economic crisis, are

Economics 5



LaRouches Speak
To Berlin Seminar

Continuing rapid-fireinterventionsthroughout Europe, for
amove by Eurasian nationsto avert war with cooperative
action to stop the depression collapse, Lyndon and Helga
LaRouche addressed an overflow crowd at a Berlin EIR
seminar on Dec. 18. Diplomatsfrom Arab, Asian, African,
and East European embassies; ten representativesof Arab,
German, and Asian media; university and other activists
from Germany, France, and Scandinavia; and economists
and businessmen heard LaRouche speak at the Westin
Grand Hotel on Berlin’ sfamousavenue Unter den Linden.
TheBerlinseminar followedimmediately themajor Buda-
pest presentations by LaRouche, reported in this issue’'s
Feature.

Lyndon LaRouchenoted that hewill givehisown State
of the Union message by webcast on Jan. 28, 2003 just
daysafter U.S. President George Bushwill havegiven his;
LaRouche will comment on what Bush will have said,

and what he will have omitted. Y ou cannot say what U.S.
policy is going to be, he told the Berlin audience, until
after these two speeches have been given.

He compared the current economic and strategic crisis
tothecrisisof 1928-33; thistopic, in depth, wasthe subject
of Helga Zepp-LaRouche' sremarks to the seminar.

hysterically blocking theissue. A casein point isthe position
expressed by the European Commission, through its repre-
sentative Pedro Solbes, in answering an official interrogatory
filed by Member of the European Parliament member Cristi-
ana Muscardini, of Italy. On the basis of the resolution
adopted by the Italian Chamber of Deputies, Mrs. Musc-
ardini had asked whether the European Commission would
adopt the same resolution and take initiatives to organize a
New Bretton Woods conference. The answer reads. “The
Commission does not intend to convoke an international
conference to remedy the consequences of the speculative
bubble.” Inamalicioustwist, Solbes added that the Commis-
sion also “does not intend to adopt initiatives aimed at di-
rectly stabilizing investors' wealth,” slanderously implying
that this was the concept behind Muscardini’ s request. Also,
referring to the data on the global speculative bubble cited
by Muscardini, taken from the Italian Deputies’ resolution,
Solbes wrote, “The Commission cannot directly confirm the
data mentioned in the written interrogatory.”

That hostile and arrogant answer demonstrates the oppo-
sition of the European Commission to acting on behalf of the
common good of the nations represented. And this comes
from an institution which looks forward to becoming the
“government” of Europe!

Cardinal Tettamanzi Speaks Out
Thebehavior of the EU Commission exemplifiesthesitu-
ationwhenasociety, initsleadinginstitutions, preferstohang

6 Economics

on to its ideology, even if this ensures that the society, and
thoseinstitutionsthemsel ves, will go under. Thisattitudewas
blasted by a prominent leader of the Catholic Church, Milan
Archbishop Cardinal Dionigi Tettamanzi, who is among the
most outspoken critics of globalization inside the Church.
Cardinal Tettamanzi gave his“ State of the City” address on
Dec. 6, thefeast of St. Ambrose, following atradition inaugu-
rated by Pope Paul VI, when he was Archbishop of Milan.
Tettamanzi compared the current situation with the times of
St. Ambrose, the former Roman governor who became
Bishop of Milanin 374 B.C. Thereare “worrying analogies”
with Ambrose’s times, Tettamanzi said: an “empire appar-
ently looking strong and splendid, but without soul,” where“a
few still believedingreat ideals”; political lifewasdecoupled
from the “ common good” ; the institution of the family “prey
to disintegration”; schools “disrupted by intolerable disor-
ders’; the entertainment world “ more and moreferociousand
immoral”; and “restless and threatening populations’ at the
borders of the empire. Facing all this, “one needed commit-
ment and cohesion,” but, lacking that, the empire collapsed.

“Our epoch, like the times of St. Ambrose, not infre-
guently presents worrying signs of a social, cultural, moral
andreligiouscrisis. . . . Thecurrent phenomenon of globaliza-
tion, often ruled exclusively or predominantly by market cri-
teria . .. ends up aggravating socia imbalances, economic
differences, and the different forms of marginalization.” Tet-
tamanzi called on the political classto “nurture agreat sensi-
bility for the common good.”

EIR December 27, 2002



Indicative of what can be done, was also an eventin Ber-
lin, organized by the German Industrial Association (BDI)
and the embassy of Poland, on Dec. 11. Marek Pol, transport

GeImaI1 Economy’s Chan(}e minister and vice premier of Poland, stressed the enormous

importance of accelerating, and vastly increasing funding for
That Won't Come Agaln the modernization of Poland’s transport infrastructure. Rai-
sing the railway, highway, seaport, and inland shipping infra-
structure to modern standards, is important for the Polish
economy, as it prepares to enter the European Union as a full
member in May 2004, Pol said. Further, Poland had its last
Like the German economy in general, the national govern- upgrade of nationalinfrastructure in the 1960s and 1970s, ar
ment in Berlin looks like a fortress being so heavily poundedis in urgent need of reconstruction. But it is also important,
from all sides, that it seems only a question of time until it ~ Pol stressed, for the rest of Europe, because Poland and Ge
falls. Three or four protest rallies in the capital every day, themany are the essential transit countries for everything that
threat of a national strike by public sector workers (with 2.7 goes on between Europe and Asia. The chance to link an
million members, the biggest labor union), increasing attackslevelop all the economies along this route is offered now
from the labor movement on the government’s budget-cutting by the project of upgrading the Trans-Siberian Railroad, an
policies—these are handwriting on the wall. And mass unemestablishing the Trans-Korean Railroad.
ployment is steadily rising: from 4 million in October to 4.3 More must be done, the Polish minister insisted; more
million now, and headed to 4.5 million by late January. If themoney must be invested than ever before, and more must
government cannot turn around the economic and political come from sources outside the restricted national budge
situation, it will likely not survive past February, and the final of the respective states—although the Polish government is
catalyst may be the loss of the state of Lower Saxony to the  taking agreat step by allocating 3 billion euros fromits budge
opposition in the Feb. 2 state elections there. for the next three years, for such infrastructure projects. Pol,
But none ofthisis inevitable. Social Democratic Chancel- ~ who is also Poland’s housing minister, urged that along with
lor Gerhard Schrder's government can turn the situation the infrastructure development, a policy of home-building
around, if it responds positively to the recent overtures from  be implemented.
countries such as Poland, Russia, and China, to embark on a WhenEIRpresented him with the idea of long-term infra-
grand cooperation agreementon the developmentoftransport  structure loans based on the German KredWdiestattfu
infrastructures between Western Europe and East Asia—thaufbau (KfW) national bank model, Pol discussed connecting
chance the LaRouche movement has told all Germany about. the wide Russian railway gauge with the more narrow Eur
pean one in Slawkow, in southern Poland. A week earlier, he
A Crucial Rideon aMaglev Train had held talks in Moscow with the Russian Railway Minister
Russian Deputy Railway Minister Vladimir Yakunin Gennady Fadeyev, during which there was a Polish proposal
asked, in a late-November speech in Hamburg, for Germato host an international conference of transport ministers, on
assistance in realizing the great project of the Trans-Siberian/  infrastructure development, in two months, which won Rus
Trans-Korean railway link—to make that a main artery for sian support.
transporting commodities between Europe and Asia. The Chi- The Polish official acknowledged, that to develop Eu:
nese development perspective encompasses the crucial statpe’s transport infrastructure, much more funding was re-
visit of Chancellor Schider to Beijing and Shanghai at the  quired, and that Poland is discussing state-guaranteed loans
end ofthe year, crowned by aninaugural ceremony for the firsBeveral hours after Pol's remarkable Berlin speech, $igtro
fully commercial magnetic levitation railroad in the world, declared that an expansion of the EU toward the East only
between the city of Shanghai and its airport at Pudong. made sense, if Poland played animportantrole in that process.
On Dec. 31, the German Chancellor, Chinese Prime Min- ~ To make that happen, the Chancellor said, Germany mu
ister Zhu Rongji, and several hundred other leaders frontreate financial resources, which currently do not exist in the
China and Germany will ride on the maglev train—a joint narrow framework of existing austerity budgets: that is, long-
project of German and Chinese engineers—from Shanghai tierm infrastructure loans, at low interest and with long grace
Pudong. It is possible that in the context of that historic periods for repayment.
maglev ride, China and Germany will announce a statement What Germany already has, is the KfW, a state-owned
of intent to construct more such maglev routes in China, bank for reconstruction projects and investmentilitto the
meaning a lot more employment for engineers and highlytelstand (small and medium-size, high-end industries) under
skilled German railway workers. This is just the kind of an-  justsuch conditions. Its expansion, by having the government
nouncementto convey technological optimism and economitake an increased role as guarantor of such productive credit,
hope to a Germany that otherwise seesnoway outofadeepen-  can meet these job- and wealth-creating requests from
ing economic depression. East—a chance that will not come again.

by Rainer Apel

EIR December 27, 2002 Economics 7



Anne Krueger, who has been totally intransigent on Argen-
tina. “Doesn’'t Krueger say that countries have to bankrupted?
Then, | have the same right to say that the IMF should be dis-

Argentina Crisis NOwW  sovear
HltS IMF, World Bank Gowith LaRouche' s New Bretton Woods

Ruckauf's proposal is a fine idea, but will mean little if
. it remains at the level of rhetoric. As 2004 U.S. Democratic
by Cynthia R. Rush Presidential pre-candidate Lyndon LaRouche has repeatedly
stated, Argentinaannot pay its $220 billion debt, nor should
After almost a year of torturous negotiations with the Interna- it. Rather than delude itself that it “needs” the IMF,
tional Monetary Fund, during which it has largely complied LaRouche advises, Argentina should recognize that the IMF
with Fund austerity demands, the Argentine government of  and its sister organizations are thoroughly bankrupt—the
President Eduardo Duhalde has finally put its foot down. Be€ould be brought down by Argentine and Brazilian de-
tween Nov. 14 and Dec. 15, it has defaulted on two debt  faults—and join the international movement for a New Bret-
payments to the World Bank—$805 million and $980 mil- ton Woods.
lion—and warned that it will make no more payments to While Duhalde and Lavagna have said they will, nonethe-
multilateral institutions, until the IMF signs a “reasonable less, continue negotiating, there are signs that some people,
agreement” to roll over the $16 billion that comes due be-  in government and out, are studying options other than the
tween now and the end of 2003. “Just as the Monetary FuntMF trap.
has no timetable for signing an agreement, Argentina has no The “Malaysia model” is one such option. At the invita-
dates ortimetable set for its debt payments,” Finance Ministetion of the Argentine Business Association, a team of leading
Roberto Lavagna said Dec. 12. It cannot afford to dip into its Malaysian economists travelled to Argentinain early Decem-
$10 billion in reserves to make payments, without riskingber, to explain how that country, under the leadership of Prime
further financial instability. Minister Mahathir bin Mohamad, defied the IMF and applied
Lavagna rejected alarmist warnings that the Worldprotectionist measures to defend itself from the speculative
Bank’s cutoff of $2 billion inloans, resulting from the govern-  attacks of 1997-98, led by drug legalizer George Soros. The
ment’s decision not to pay $980 million on Dec. 15, would team was expected to meet with Finance Minister Lavagna
seriously damage social, health and public works programs. and other economists and business leaders.
The $2 billion was to have been disbursed over a five-year Peronist leader Juan Labateported in an August, 2002
period, he said, and the Finance Ministry is already working article, that Malaysia’'s ambassador to Argentina, Mr. Mariap-
on alternative means to keep funding these programs. pan Santhanaban, told him that what allowed Malaysia to
There is enormous anger in the government over the be successful in 1997-98, was not just a series of technic
IMF’s humiliating treatment of Argentina, its assertions thatmeasures—rather, “the decision to fight, even it it were
the country’s financial meltdown is “its own fault,” and ‘against the whole world.” ” Were Argentines to rediscover
demands that it impose more murderous austerity, to provtheir ability to think indepdently, they could also replicate
its creditworthiness. After IMF Managing Director Horst ~ Malaysia’'s success, said the Ambassador.
Koéhler said Dec. 12 “to blame the IMF for what happened,  Argentina’s relationship with Italy, whose Chamber of
and is happening, in Argentina, is totally unacceptable,” Deputies passed the historic resolution on Sept. 25 calling fo
Chief of Cabinet Alfredo Atanasof shot back, “We’re not adoption of LaRouche’s New Bretton Woods, and harshly
saying the blame for what's wrong should be pinned on the  criticized the IMF “solution” for Argentina, is also a source
Fund; what we are saying is the bureaucracy of the Fundfhope. There have been frequent contacts at the government
has promoted the policies that put us in this situation. No level, and on Dec. 11, a delegation of Italian parliamentarian
one can ignore that.” visited the country, to “study” the situation, and offer its sup-
Foreign Minister Carlos Ruckauf put it more bluntly. port. The delegation’s leader, Gustavo Selva, publicly
Speaking on the “Arco Iris” cable TV program on Dec. 12, charged that the IMF “has responsibility in this crisis, and
he called the IMF “atumor’which “wantstomake anexample  should be reformed, not only because of how it handled the
of Argentina” for having declared a debt moratorium in De- Argentine case, but other crises as well.”
cember 2001, while it continues “kicking around” other Ibero- The delegation also met with Lavagna, and with Foreign
American nations. “The IMF should be dissolved,” he de-Minister Ruckauf, who told them that the government’s strat-
manded. “A new, much smaller and more efficient entity egy is to strengthen ties between the Common Market of the
should be created—one that is anti-cyclical; that is, whereSouth (Mercosur), and the European Union, and that this has
there is a recession, it shouldn’t deepen it.” a greater priority than an “automatic alignment” with the
He took direct aim at IMF Deputy Managing Director United States, as has been the case over the past decade.
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nancing and liquidate United—which, with flights to 1,700
national and international destination, has the best fleet and
route network in the industry. The other carriers would then

Airl i Nnes A]l Descendi ] Ig pick its bones, grabbing “profitable” routes. Carriers are al-

ready maneuvering around the upcoming sale of United’s

Into tl’le MaCIStr()m? assets indicated by CEO Glenn Tilton.

With bankruptcy, United won a 60-day payment holiday
on its aircraft lease payments, and United will now decide

by Anita Gallagher which leases to dump, and which to renegotiate. United has
sent 2,500 letters to aircraft lessors and financiers, seeking
I no longer hesitated what to do. | resolved to lash my- both to make them into shorter-term operating leases, and ct
self securely to the water cask upon which I now held, rental payments by atleast half. More than 10% of the nation’s
to cut it loose from the counter, and to throw myself commercial aircraft are now parked in Southwestern deserts
with it into the water. | attracted my brother’s attention  rotting. The lessors have a choice of getting less, or getting
by signs, pointed to the floating barrels that came near nothing—which will lead to bankruptcy and unemployment
us, and did everything in my power to make him under- in the aerospace industry, which axed 83,000 workers last
stand what | was about to do . . . but . . . he shook his year!

head dispairingly, and refused to move from his station
by the ring-bolt. . . . With a bitter struggle, | resigned TheHalt BuystheLame

him to his fate, fastened myself to the cask ... and Retirement Systems of Alabama (RSA), the debtor-in-
precipitated myself with it into the sea, without another possession of seventh-largest U.S. Airways, recently threat
moment’s hesitation. ened to liquidate that carrier, if its unions did not agree to an
The result was precisely what | had hoped it might additional $200 million in annual cuts. RSA itself is already
be. As it is myself who now tell you this tale—you see  unsound, having paid out more in pensions than it received
that | did escape. last year, because of its $2.77 billion asset loss. Among its

biggest losses were $500 million in bonds it held in U.S.
The great American methodological thinker Edgar Allan Airways, United, Delta, and American. RSA’s financial chief,

Poe might have written his famous short story as fictional David Bronner, has now positioned it to recoup its losses a
advice for America’s airline industry, which is making its U.S. Air's debtor-in-possession, dictating austerity to pay the
own “Descent Into the Maelstrom” to certain destruction, so bondholders. No one but LaRouche is defending the integrity
long as it holds fast to the “ring-bolt” of deregulation and of the air transport system of the Eastern United States.
shareholder value. Instead, like the sole survivor of Poe’s Third-largest Delta Airlines will lay off 4,000 employees
shipwreck, the airlines must let go of prevailing financial next Spring, besides 4,000 early retirements. These layoffs
dogmas, and demand the completely changed Federal ap-  will degrade the Delta hubs in Atlanta, Salt Lake City, an
proach which Presidential candidate Lyndon LaRouche’s ha€incinnati, in particular. In the past week, the National Medi-
called for:re-regulation and the creation of a “Super-TVA”  ation Board reversed its preliminary finding, that Delta had
infrastructure-building Federal agency serving the nation’sllegally interfered in a union representation election for its

general welfare. 30,000 flight attendants. This was the largest private sector
The pace of disasters for the airlines is, like the the ship’sinion election in the nation in more than 30 years.
descentinto Poe’s whirlpool, in a sickening acceleration. The only way up from this whirlpool of destruction, is two

Bankrupt United Airlines announced that it will seek to pieces of legislation proposed by LaRouche. First, a “Super-
nullify all its existing labor contracts by filingan 1113 motion ~ TVA,”which, LaRouche says, mustbe enacted onthe Federal
in U.S. Bankruptcy Court on Dec. 26, and ask the court to seand state level, to save our air and rail transportation systems,
new wages, work rules, and benefits. The filing puts intense  our water-management, energy-generating, and other s
pressure on the unions to agree to $2.4 billion a year in givetems. And, the Federal government must repeal all of those
backs—twice the amount United demanded only two weeks changes in law, which were made over the past 35 year
ago, before it declared bankruptcy on Dec. 9—to maintain avhich took us from a fixed-exchange-rate international mone-
union contract. tary system, to a floating-exchange-rate system; away from a

The filing timetable will settle the issue by Feb. 15, whenprotectionist policy, toward a free trade policy, and into mas-
United must show its debtors-in-possession (DIP)—J.P. sive deregulation. The Federal government must re-regulat
Morgan Chase, Citibank, CIT Group, and Bank One—how itand supplyprotection to the investment in these infrastruc-
willreduce its $22 million-a-day losses, in ordertoreceivethe  ture programs.
next $700 million in interim financing from the DIP lenders. Or, as Poe would put it, let go of the rapidly sinking ship,
Should it fail, the debtors-in-possession could pull their fi-  and escape by scientific principles which insure survival.
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Great Water Project Will
Change the Face of China

by Mary Burdman

China will soon begin constructing its massive “Move South andthethree northernriversitwill feed: the Huanghe, Huaihe,
Water North” project, Vice Minister of Water Resources and Haihe.fleis Chinese for river.)
Zhang Jiyao announced at a Beijing press conference Nov. Water has long been a strategic issue in China’s develc
25. In what will soon be, by far, the world’s largest water ment. In real economic terms, the lack of sufficient water is a
diversion project, the nation will create three new, man-madenore criticalproblem, than the size of its great population of
“rivers.” As the project is completed over the next 50 years,1.3 billion. Already, lack of water in the northern and western
they will bring some 45 billion cubic meters of water ayear  regions of the country is beginning to choke economic
to northern China. This is equal to the flow of China’s famousgrowth, and the situation will become more acute very
Huanghe, or Yellow River. rapidly.
This enormous undertaking is essential for the future of  This is not just a problem for China. In the vast Eurasian
the Chinese economy and nation. The plan, which is to take hinterland, the nations of Central Asia, water is a more pre
water from the vast Changjiang River system (known outsideious resource than oil. There, also, the shortage, and espe-
China as the Yangtze) to the arid northern region, is being  cially the very uneven distribution of water, is a real growth-
carried out as “a mega-project that is strategically aimed alimiting problem. Tensions exist among the Central Asian
realizing the optimal allocation of water resources” in China, nations, with Russia, and increasingly, with China, over use
Zhang Jiyao announced. of regional water resources. These are problems which much
The cost of constructing the two eastern-most of the arti-  be solved to ensure development of the Eurasian landmas
ficial rivers will be over $20 billion; total costs will be greater Without water, there is no life.
than those of the Three Gorges Project, the world’s largest
flood-control and hydroelectric project, now being built on Ver nadsky’ s Biosphere

the Changjiang. The answer to the problem, is not simply a matter of send-
. . ing water from one place to another. Such measures can gener-
SineQuaNon, Not Only for China ate more and new difficulties, as demonstrated by the drying

Transferring water on this scale is a highly complicated  up of the Aral Sea in Central Asia, due to over-extraction of
process. The proposal has been under consideration for afater for irrigation. Mankind must transform whole regions
least 50 years, from the early period after the 1949 revolution. of the Earth, a big undertaking. This can only be done, b
It has been debated intensely and widely in China ever sinceising concepts grounded in the thinking of the great Russian

Water will flow in the three new “rivers,” through canals, scientist V.l. Vernadsky, to deliberaiedyea new, poten-
lakes, reservoirs, and pipelines, from the Changjiang, the lortially much more productive living space.

gestriverin Asia, and third in the world after the Amazon and Terrestrial waters and soils, Vernadsky wrote, are highly
the Nile. The eventually much-improved water resources ircomplex “bio-inert” bodies, in which living bodies play a
the North will directly benefit 300 million Chinese, and indi-  fundamental role. Using and improving soil and water is

rectly, the entire nation. Without solving its water crisis, therefore a complicated undertaking. Genuinely to improve
China cannot continue to develop as a modern nation. Asa  the conditions of life in northern China, for example, require
November 2000 report by the Ministry of Water Resourcegthat “natural conditions,” including soil quality, water purity,
stated, the “hidden disasters of the Chinese nationality” are  forest and general vegetation, and eventually climate, be d
the flooding and water logging of the South, and drought ofveloped simultaneously with the human activity of productive

the North. cultivation and industry.

The overall concept of the plan will use the “four trans- ~ Such a process requires generations, a perspective for
verse rivers and three longitudinal routes” as the calligraphic ~ vast geographical areas, and study of the Earth’s conditior
strokes of a vast, nationwide “character” to create a nationabver many millennia. National governments, working in
water system. The four transverse strokes are the Changjiang,  theanaltheir neighbors’ interests, must take leadership
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FIGURE 1
China’s Great Water Management Projects
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of this process.
To some degree, this is being done in China.

Redrawingthe Map

The grand economic policy of the Chinese government,
outlined in the Tenth Five-Year Plan of March 2001, isto
“Re-Draw China s Economic Division Map.” Four projects
will become nation-crossing “strokes’: the south-to-north
water diversion plan; the west-to-east gas pipeline project;
the west-to-east power transmission grid; and completion of
the railway from Qinghai to Tibet, the “horizontal” crossing
the aready finished “vertical stroke” made by the Beijing-
Kowloon railway.

South-to-north water diversion will mean “overall strate-
gic restructuring” of water resources, the Five-Year Plan
stated. Although China has built many long-distance water-
diversion projects over the past half century, it has done no-
thing on this scale. The “water-rich South” and “water-defi-
cient North” problem, remainsunsolved. Northern Chinahas
struggled with desertificationfor millennia. TheHuanghewas
the cradle of Chinese civilization; evidence of civilization
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dating back 8,000-10,000 years hasrecently been discovered
in Gansu province, on the upper Huanghe. The “ Gansu-Hexi
Corridor” alongtheriver, haslong been densely popul ated—
Xi'an, an ancient capital and eastern terminus of the Silk
Road, was a city of 1 million people during the European
“Middle Ages,” when Paris, then by far the largest city in
Europe, had amere 100,000 people.

A recent study by the Chinese Academy of Sciences, in
cooperation with Australian and U.S. scientists, indicates
some of the long-term pattern of climate in northern China.
Over recent centuries, the deserts have moved three degrees
latitude—about 300 kilometers—to the south, back to where
they had extended during the last maximum glacial period,
21,000-13,000 years ago. Currently, China’ sclimateisinflu-
enced by the Summer monsoon, which brings the rainy sea-
son. The monsoon was weakest during the last Ice Age, and
deserts expanded. However, during the following, Holocene
period, 10,000-5,000 years ago, a much stronger monsoon
pushed the desertsnorth, and turned northern Chinainto well-
watered grassland and forest. This was when the Huanghe
became the “cradle of Chinese civilization.” Archeologists
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FIGURE 2
Annual Precipitation in Eastern China
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Rainfall in China’s populous eastern regions is heavily

concentrated in the South, with wide northern areas threatened b

chronic drought and desertification; but the majority of arable
agricultural land is actually in the drier regions, one of several
reasons the nationwide water-transfer “great projects” are
critical.

arenow finding moreand moreevidence of dense settlements,
in areas which are now desert.

Today, while the monsoon remains strong, the desertsare
advancing south again. Over the past 3,000 years, intense
cultivation, and—even more—periods of frequent warfare,
such asduring themiddleand late Tang Dynasty inthe Eighth
and Ninth Centuries, laid large areasto waste. However, this
processcan bereversed, asthe Chinese Academy study noted,
since the monsoon climate, which produces 200-t0-400 mm
of rainfall ayear, makesit possible to “treat” the expanding
desertification, and restore vegetation.

Now, the once-torrential Huanghe, no longer even flows
to the sea for many weeks each year. Thisis a cultural, as
well aseconomic, tragedy for China. For many centuries, the
Huanghe was the inspiration for Chinese poets and painters;
now, in itslower reaches, it islittle more than astream.

Water Shortage Choking Growth

The shortage of water in northern Chinais beginning to
choke Chinese economic development. With the nation’s
rapid economic growth since the 1980s, the water crisis has
become ever more acute. In mid-2001, the Ministry of Water
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Resources in Beijing reported that China's water shortage
would hit the “danger” level by 2030, when the population
will reach 1.6 billion people. Hard hit are the great northern
cities; water for industry isfar too limited, and agriculturein
China snorthern grain belt isal so threatened. By 2030, China
will need another 65 billion cubic metersof water for agricul-
ture, if it is to ensure national grain security. Farmers who
cannot afford to drill very deep wells, are being forced to
abandon irrigation and returnto less-productive and less-reli-
ablerain-fed agriculture.

While Chinais the fifth-richest nation in water resources
in the world—after Brazil, Russia, Canada, and the United
States—with a total of 2,810 trillion cubic meters of water;
that is just 2,200 cubic meters per person, only 25% of the
world average. By 2030, per-capitawater resourceswill only
be 1,700 cubic meters, a“ shortage” level.

The second problem is the very uneven distribution of
water. Chinaisdeeply divided geographically. Thebigrivers
run from west to east, rising in the central plateau of Tibet,
the 4,500-meter-high “roof of theworld.” They flow east and
south in watersheds divided by high and rugged moutains.
Over 80% of China swater flows either into the Changjiang
basin, which cuts the country through the center, or further
south. The Changjiang hasan annual flow of 956 billion cubic
meters; evenduring dry years, theflow totheseais600 billion
cubic meters.

Almost 55% of the population live here, most in the
Changjiang Valley, but this region has just over 35% of
China sarableland.

In the northern plain, is 60% of China's farmland and
almost 45% of the population—»but thisregion has only 15%
of China swater. The worst affected areas, are the Huanghe,
Huaihe, and Haihe basins. Here is concentrated 39% of the
farmland; 35% of the population—and just 7.7% of the
China' s water! Per-capita water is only 500 cubic meters, a
dangerously low level.

Finaly, Chinaisadeveloping nation. Much of itsindus-
trial technology isinefficient. Asaresult, water consumption
per industrial product is5-10 times higher than that of indus-
trialized countries, and China only recycles 20-30% of its
industrial water. Irrigation is also inefficient. Just 25-30%
of irrigation water is used effectively; at the same time,
some 2.5 million tons of grain are lost each year due to
water shortages.

In November 2000, the Ministry of Water Resources
published a paper on the “Basic Readiness of Preparation
Work for South-to-North Water Transfer Project.” Diverted
water isto go first to cities and industry; then to agriculture
and other uses. Water use in agriculture will be improved
by increasing efficiency of irrigation; regional water which
had been diverted to cities and industry, must be returned
to the countryside. In al, a mere 5-6% of the flow of the
“mighty Yangtze'—the Changjiang—will need to be sent
to the North.

Yy
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Recent Drought Across
Asia

A series of bad droughts be-
gan in 1997, when the Huanghe
did not flow to the seafor arecord
267 days, causing serious prob-
lems for industry and agriculture
in Shandong province. In 1999,
large areas of Eurasia, extending
from the Korean Peninsulato Af-
ghanistan, andincluding northern
and western China, were struck
by the worst drought in 50 years.
Millions of people and more mil-
lions of livestock, in the country-
side and in cities and towns, did
not have enough water even for
drinking. The effects on sanitary
and health conditions, are obvi-
ous. Better rainfall has improved
conditions in some areas by this
year, but drought persists else-
where.

Yet, typical of the extreme
contrasts in China's conditions,
1998 was the year of the cata-
strophic “century floods” in the Changjiang and some far-
northern rivers, which also caused extreme damage.

Already, 400 of the600|argest Chinesecitieshaveserious
water shortages, which cause economic losses amounting to
more than 120 hillion yuan ($14.5 billion) annually. Water
exploitation in the Huang-Huai-Hai region, is much higher
than 40%, the world-wide recognized “rational” limit.

In 2001, as drought continued for the third year, it was
announced that the preparation work of the South-to-North
Water Transfer Project has met technical requirements, and
construction could beginin 2002. Since Spring 2002, the con-
tinuing severe drought has left 8 million farmers and over 6
millionlivestock desperately short of drinkingwater. Drought
conditions are so bad in Shandong Province, that in Decem-
ber, it was announced that 9 million farmers will not have
enough grain thisWinter. Public granarieswill be opened for
all those too poor to buy government grain.

The cities of northern China—including the capital
Beijinganditsport city, Tianjin—are heavily over-extracting
groundwater, about 8 billion cubic meters in recent years.
This makes further problems. Much of the groundwater is
seriously polluted. Also, groundwater tables are falling fast:
In Beijing, water tables go down by 1.5-2 meters a year.
Around Tianjin, so much water has been pumped out of the
ground, that large patches of ground have sunk by over 2
meters, and underground “funnels’ are appearing in many
other areas along the northeast coast, due to water extraction.

Another phenomenon is the sudden and severe increase
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Severe erosion on the famous “ loess plateau” in Gansu province. Gulleys like that on theright,
are now being planted with fast-growing shrubs, and culverts are being built to end the washing
away of the sail.

in bad dust storms which have struck Beijing, the Korean
Peninsula, and farther east. The dust storms originate in cen-
tral Asid s and northwestern Chind' s deserts. They had been
very frequent in the 1950s and 1960s, but lessened since—
until 1999.

History and Priorities of the Water Scheme

In 1958, the Huanghe and Changjiang Commissions be-
gan to study the possibility of sending water north, and the
ideahasbeen studied for thefollowing 40 years. The*founda
tion” waslaid already in 1972, with construction of the Danji-
angkou Reservoir on the Hanjiang, the longest tributary of
the Changjiang.

Thethreeroutes now decided upon for transfer of water to
the North—the East Route, Middle Route, and West Route—
were selected from among 50 alternatives. By 2001, it was
decided, with adoption of the“ Tenth Five-Y ear Plan for Na-
tional Economic and Social Development,” to focus on con-
struction of water projects, transportation, energy, and other
infrastructure. In September 2000, a preparatory national fo-
rumwas held in Beijing. Municipalitieswhich would receive
the water, weretold to begin planning water distribution sys-
tems, and, finally, theMinistry of Water Resourcescompleted
the general plan.

The strategic perspective of this project, as the Ministry
reported, isthat the “ bearing capacity of water resourceswill
be strengthened, allocation efficiency of resources will be
enhanced, and the strategic restructuring of the economy will
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Intensive cultivation in Gansu province, on the upper Huang He (Yellow River), in the northern
region to which water will be transferred by the great project. Treesare extremely rare here.

be accelerated. It is of great importance to enlarge domestic
demand, to create new job opportunities, and to sustain high-
speed development of the national economy. ... Through
the improvement of water resources conditions, the potential
productive force will be mobilized for economic growth. In
addition to greatly improving the quality of drinking water,
and national health, theconstraint of urbanizationinthenorth-
ern area due to water shortage will be alleviated; the process
of local urbanization will be accelerated. The eco-environ-
ment and the natural landscape will be improved, satisfying
the increased requirement of the people for higher living
standards.”

A key part of the project is the “three priorities’: to save
water before diverting it; treat pollution before diverting wa-
ter; and protect the environment beforeinjecting more water.

Thesemeasuresare essential. Much of China swater sup-
ply, sewage, and irrigation systems are wasteful. Pollutionis
an extreme problem, destroying large amounts of usable wa
ter, and endangering national health. If seriouswater wastage
isnot ended, the scale of the project would becometoo bigto
handle. China cannot divert water, at great cost, to waste it.
However, good advances have been madein themain receiv-
ing areas for the Middle and Eastern routes. It would also
be a disaster to divert badly polluted water. Pollution is an
especially serious problem for water users along the Eastern
Route, which will use the ancient Beijing-Hangzhou Grand
Canal. Water taken from the Changjiang must be of good
quality.

China pollutes about 60 hillion tons of water a year, and
over 80% of it drainsdirectly into riversand lakes. Construc-

14 Economics

tion of the “Move South Water
North” project will be used as an
opportunity to improve water
quality along the Eastern Routeto
a “Class IlI" standard, which is
drinking-water quality. Over 100
new sewage plantswill bebuiltin
thecities. Eventually, thetargetis
to reach zero discharge of pol-
luted water into the main canals,
and make the Eastern Route a
“clear water passageway.”

ThreeTransfer Routes

“Move South Water North”
will bebuiltinthreeroutes, inthe
east, middle, and westernregions.
All three, will be built in three
phases. The routes will become
new economic growth areas, es-
pecially inthe western regions.

The “Eastern Route,” which
will be the first completed, will
take water from the lower section
of theY angtze, northward along the Beijing-Hangzhou Grand
Canal, through riversand lakes, to southern Shandong. Water
will also be pumped through atunnel across the Huanghe—
which, for the last 800 kilometers of its route, runs between
dykes some 4-6 meters above ground level—in the vicinity
of Dongping Lake in Shandong Province, to eastern Hebei
Province and Tianjin.

Some 50 pumping stations will be needed to move the
water northwards, since much of the route is at an altitude
higher than the Changjiang. The water will pass through 13
different levels; at Dongping, it will be 40 meters over the
Changjiang surface. Water should be arriving in Shandong
already by 2005; full construction for this and the middle
routewill take 15 years. This artificial river will be 1,150 km
long; it will eventually carry about 15 hillion cubic meters of
water ayear.

The“MiddleRoute,” 1,246 kmlong, will takewater from
the Danjiangkou Reservoir on the upper Hanjiang River, a
tributary of the Changjiang, to Beijing and Tianjin, aswell as
cities along the Beijing-Guangzhou Railway in Hebei and
Henan provinces. Thisrouteistheonly onewhichwill involve
resettlement of people, but will also mean real economicim-
provements in areas it passes through. The first step will be
todig new channel sfrom the Danjiangkou reservoir, and then
increase the height of the dam, first built in 1966, to send the
water north. Eventually, the flow will be about 13 billion
cubic metersayear.

The“Western Route” is by far the most difficult to build;
itislikely to be the most challenging water diversion project
intheworld. Water will betaken from the Dadu, Y aong, and
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Tongtianrivers, along a3,600 km
canal, totheupper Huangheinthe
Ninxia Hui and Inner Mongolia
regions, and Shaanxi Province.

New technologies make the
project feasible; it could not have
been done when it was first con-
sidered in the 1950s. Construc-
tion of the Western Route will
cost over 300 billion yuan (about
$36hillion), but eventualy, itwill
takeabout 17 billion cubic meters
of water ayear to the dry North-
west. A long section will have to
be built in the extreme geol ogical
and weather conditions of the
Qinghai-Tibet plateau, which lies
3,000-4,500 meters above sea
level.

When “Move South Water
North” is finished, it will allow
overall and diverse water man-
agement for all of China. Thesup-
pliesfromtheEasternand Middle
routeswill lessen the strain on the
lower Huanghe, until the Western
Route is completed. Once that is done, the increased flow
along the upper Huanghe would make it possible to compen-
satefor any temporarily lessened flow fromthe Middle Route,
if there were a shortage of water in its source, the Hanjiang.
Inyearswhenthereisenough rainwater, water fromthediver-
sion project can be used to “recharge” depleted aquifiersand
rebuild groundwater and lakes.

China’s*New Deal’

This water project will be built as part of China’'s “New
Dedl” policy. Sinceearly 1998, Beijing hascarried out ahuge
national investment program—itsfunding led by government
bonds—to ensure construction of badly needed infrastructure
and the growth of the domestic economy. This has been
China' s“insurance policy” against theturmoil intheinterna-
tional economy, as demonstrated by the 1997-99 Asian eco-
nomic crisis, and the subsequent crash of the U.S.-led “new
economy”-“high tech” bubble.

Cornerstones of this national investment, are: the “De-
velop the West” campaign for the interior, launched in 1999;
and essential water-management projects, including the con-
struction of the Three Gorges Dam and reinforcing the dykes
along the Changjiang in the wake of the devastating floods of
Summer 1998. Heavy flooding occurred again in Summer
2002—nbut thistime, the dykesheld, and asecond catastrophe
was prevented.

Now, funds can be re-directed to water diversion. The
central government will financethe main waterways, at about
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The famous“ Half Moon Lake” in Xinjiang. Thislake, a natural phenomenon, lies amidst sand
dunes. Itswater level had fallen, but thereisa project torestoreit, aswell as other lakesin
Xinjiang.

60% of total costs, viaalimited liability company responsible
for construction, operation, and maintenance. Local govern-
ments which receive the water, will pay for the connecting
canals. Up to 30% of national investment will be loans from
domestic banks; but no foreign funding will be used, since
interest rates on such loans are too high.

State-supported water priceswill certainly riseinnorthern
China, especially inthecities, at | east in the short term. Even-
tually, prices may be brought down again; meanwhile, inex-
pensiveloansand other measureswill be availableto cushion
the effect on users.

In August 2001, Beijing's State Development Planning
Commission carried out a national study which concluded
that thewater shortagewasa"“ severerestraint” tothe potentia
for sustaining national economic growth. Over 100 cities
across China suffered water shortagesin 2000, affecting both
living standards and industry.

The same study found that rapidly advancing desertifica-
tioniscausing Chinaeconomiclossesof 54 billionyuan ($6.5
billion) ayear. Already, 1.7 million square km of land—18%
of Chineseterritory—haveturnedinto desert, and the damage
isspreading by 3,500 square km ayear. The problem isworst
in the western interior. In a country aready very short of
arable land, the expansions of deserts have sharply reduced
usable land and made already-impoverished farmers and
herdsmen even poorer.

Desertification is very difficult to reverse. Not only is
vegetation lost, but also the soil’s structure and ability to
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retain moisture are destroyed. Programs to curb desertifica-
tion had treated almost 9 million square km by end-2000,
but land is being destroyed faster than it can be saved.

China also has one of the world's worst soil-erosion
problems. Up to 5 hillion tons of fertile soil are lost each
year, and some 70,000 hectares of cultivated land damaged.
Erosion control has been a top priority since 1991, and
concern grew much greater in the wake of the terrible 1998
floods, which showed how much damage had been done by
loss of vegetation along the Changjiang. Strict bans were
imposed on logging; at the same time, the effort was sped
up to plant 20 million hectares of “green shelter belts’ of
trees throughout the northern regions and along the entire
course of the Changjiang.

In north China, less than 7% of the land is forested,
athough the goal is to increase that to over 20% by 2010.
For China as a whole, forest land is only 16.5%, and the
goal isto increase that to 20% by 2010 and 25% by 2050.
China already has one of the largest man-made forests in
the world, covering in total 47 million hectares.

Another project is an effort to end the cultivation of
marginal land, and returning it to forest and grassland, even-
tually moving farmers and herdsmen off this land. This,
however, is a big social issue. Some 80 million households
in rural China cultivate sloping or otherwise marginal land;
in some areas, thisis an ancient practice. A project has been
launched to give farmers eight years compensation for re-
foresting. However, a critical problem will be to maintain
living standards when the compensation ends, and to ensure
that the peasants do not return to cultivating the marginal
land.

Creating Water in Eurasia

While exploitation of natural forests has been reduced,
and large areas of sloping land successfully restored to forest
or grassland, both state forestry workers and many peasants
have been hit hard economically by these programs. Gover-
ment subsidies have made food prices cheaper, undermining
the incomes of peasants still working the land. “Fine tuning”
of the whole project is urgently needed, allowing controlled
logging, forest development, and livings for many millions
of people.

A smaller, but important achievement in water manage-
ment, has been restoring water flow in the 1,321 km Tarim
River in Xinjiang. This river, which gave life to ancient
cities along the Silk Road, was being over-used for irriga-
tion; as a result, one-third of its length had dried up. A
program was launched at the end of the 1990s, to save the
river, and a several-hundred-kilometer-long “green belt” of
poplar trees which had been planted to curb the expansion
and possible merging of the Taklamakan and Kum Tagh
deserts. This program, conducted on an emergency basis,
has now restored Taitema Lake, which had vanished in
1972. However, Xinjiang needs much more water. Larger
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The Upper Huang He, the once-mighty Yellow River.

measures, including exploitation of the large underground
water reserves of the area, estimated at twice the volume of
the Huanghe, must be undertaken for more permanent solu-
tions.

Ultimately, “Move South Water North” should be just
an initiating phase of transforming China’ s water resources.
Chinarequires water cooperation with the nations of Central
Asia, Russia, and the Indian Subcontinent, to meet the needs
of Eurasia. And new water resources must be created.

Some in China have thisideain mind. In Summer 2001,
Qinghua University, China's leading institution of science
and technology, announced that it would supply nuclear
technology to launch a seawater-desalination project in
Shandong. When finished, this project will produce 160,000
tons of urgently needed fresh water a day. Nuclear energy
will be used both to reduce the costs of desalination and
increase production capacity, Qinghua officials announced.
Such technologies and projects are the wave of the future
for Eurasia’s 4 billion people.
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Interview: Hal Cooper

Build Eurasian Railroads
To Fuel Economic Progress

Dr. Hal Cooper, of Cooper Consulting Company, isatrans-
portation expert from Seattle, Washington. He was inter-
viewed on Dec. 12 by Marcia Merry Baker.

EIR: YouwereinRussiaNov. 22to Dec. 4, in Novosibirsk,
for an important railroad conference at the Siberian State
Transportation University. Tell ushow itis, that thereissuch
aspecialty university—I think wehaveno such transportation
college here in the United States. What was the purpose of
the conference, who attended, and so forth?

Cooper: The Siberian State Transport University is one of
theten universitiesin Russia, which is devoted to the educa-
tion of specidists for railways. It has an enrollment of about
9,000 students, a staff and faculty of about 800, and it’'s one
of themaintransportation universitiesin Russia; it specializes
inrailroads.

They were holding aconferencein conjunction with their
70th anniversary celebrations, while | was there, during the
period from Nov. 24 until Nov. 28, in Novosibirsk. There
were approximately 400 people attending the conference. |
wasthe only one from the United States. . . .

EIR: It seemsthat the theme of the Novosibirsk conference
isvery much thetopic of continental and intercontinental rail
integration. | understand that you and a Korean rail expert
were the speakers on apanel on this.

Cooper: Yes. Aspart of the ceremoniesfor the conference,
there were a number of people there from both North Korea
and South Korea. And the fact that the Russian railway and
the Novosibirsk university have been very instrumenta in
hel ping both North and South Koreawork to reunify their rail
systems, andtoupgradetheir rail systems, hasbeenvery much
apart of thiswhole program.

There was a woman named Madame [Dr.] Choi Yeon-
hye, who gave a paper on the North and South Korean
railways, and the effortsto reunify them [see article, below].
And at the same time, | gave a paper on transportation
corridors, and that served as one of the sessions for the con-
ference.

EIR: Her paperiscalled, “For the Eraof an Iron Silk Road.”
Could you summarize the key points?
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Cooper: Shereviewed thepresent statusof operation of both
the South Korean and North Korean railways. The South Ko-
reanrailway isarelatively well-developed railway, withrela-
tively high traffic, and it's in relatively good physical con-
dition.

Shealsodiscussed thefact that they are now intheprocess
of building a high-speed line between Seoul and Pusan,
through South Korea. It is not completed yet, but it is under
construction.

Then she went through, in extensive detail, what is the
situation in the North Korean railway, in terms of its present
traffic, its present physical condition, the commodities it
hauls, and the effortsto link the North Korean railways, not
only to South Korea, but to connect South Korea to China
and Russia, by way of North Korea; because North Koreais
essential for all the interconnectionsto take place.

The fact that these discussions are occurring, is an effort
toreally connect al these countries together and to link them
much closer economically, which will be beneficial to al of
the countries, in particular to North Korea. . . .

Much of the North Korean Railway isin a condition of
near collapse. On some of the lines, thereis no ballast. Most
of itissingletrack. Therearenot that many sidings. However,
thereisrelatively light traffic at themoment. Sofor therailway
to be expanded, in terms of its ability to haul more cargo and
passengers, it's going to have to be significantly upgraded,
and then expanded.

Sheisestablishing its present baseline, so that what needs
to be improved can be defined, and then those efforts can be
brought into being.

EIR: Soinaway, thisis part of the background for what we
have seen since. Thisvery week, sinceyou’ ve beenback from
the conference, the Russians have a big delegation in South
Korea, and they have some expertsupin North Korea, check-
ing out all the lines.

Cooper: Exactly.

EIR: Soyou seeadl thisasafollow-on, to the conference of
expertsin which you took part?

Cooper: Thisis al a part of the same effort, to get these
railways connected with each other, so commerce can move,
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and certainly so that the economic conditionsin North Korea
can beimproved.

EIR: What about the routes, in your opinion and that of Dr
18 Economics

Choi? Even though on the map, it appearsto bethe“long way
round” to get to Europe, for example, from South Korea, by
going northeast up into Russia, and then hooking west—isn't
that actually alimitedway tolook atit?1t’ sstill very favorable
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tolink both through China—more geographically direct, and
also through Russia, you say? Isthat right?

Cooper: Thatiscorrect. Of course, thereisone problem, and
that is, that if you are going through the Russian system, you
have agauge changethat you haveto deal with. That’ s one of
theissuesthat hasto be addressed from atechnical standpoint.
They areworking on how they can best deal with the question
of changing railway gauges.

EIR: Onthesamepanel, you talked about what we could we
call the* North Americanintegrated rail approach,” whichwe
have not had in past decades.

Cooper: | wasredly reviewing the present status of the de-
velopment of railroad transportation corridors in North
America, in my presentation, yes.

EIR: Thelong-hoped-for onethat you havefought for, isthe
Alaska-Canada-U.S.A. line, connecting to the Bering Strait.

Cooper: The Bering Strait Tunnel project. | was asked to
focus my presentation, not on what | had written my paper
about—except in review—but on, how does al this relate
to the Bering Strait and what can be done? Because at that
university, they havealready established ataskforce of people
to study the Bering Strait Tunnel, and the ability to generate
traffic for economic development in the corridors leading to
the Bering Strait Tunnel from the existing railway lines now.

EIR: What is involved technically in such a tunnel? It's
fascinating. Would it be atunnel under the Earth; or akind of
sealed box on the seabed?

Cooper: Youhaveverylong connecting routesto build from
both existing railroads, and that’ s as much of a cost factor as
atechnical factor.

EIR: Youmeanto get up to the Strait?

Cooper: Yes, to get there. There have been suggestions of
both a bridge and atunnel. A bridge is probably less expen-
sive, but it exposes you to the problems of the weather.

The tunnel is more expensive, but you are going to have
much less problem, obviously, with weather concerns. There
are people who believe in both. My personal opinion is that
we should have a tunnel there. We can build bridges farther
south, where we don’t have as severe weather problems, and
we wouldn't have as much safety or operational problems
from the Bering Searegion. Thisiswhere most of the storms
originate that come to North America.

Evidently, thisisrelatively solid material, so that digging
atunnel is not an extremely difficult task at that point, on a
relative basis. It would probably be very much comparableto
the tunnel we already have at the English Channel between
France and England.

EIR: So, in other words, people at the Siberian State Trans-

port University were not daunted by any technical issues of
the engineering involved.
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Cooper: We redly didn't discuss that issue. Our concern
was, if you are going to build it, why are you going to build
it?What isthejustification? And what isthetraffic potential ?
That’ sthe issue that we discussed.

EIR: What did the Russian contingents say?

Cooper: They felt that there arereally two commoditiesthat
are going to make that tunnel be very viable. First of al, is
the transport of oil from Russia to the United States. And
second, is the transport of intermodal containers from the
central part of Asia, to the central part of North America.

EIR: From your point of view—the only American there—
what assessment did you convey to the Russians about the
prospectsfor getting thisNorth American corridor that would
go up to the Bering Strait connection?

Cooper: It was, and is, my opinion, that the governments of
the United States and Russia need to work together. | think
that the issue of the transport of oil seemsto be the strategic
interest that ties all of this together, because we had a very
extensive discussion among the participants of the session,
about—if we are going to transport oil from Russia to the
United States, wherearewegoingto transport it from?Where
will it go to? Where will the oil be refined? And then, where
does that fit into the market in the United States? And then,
what are al the problems involved with the transport routes
and infrastructure?

Our conclusion was, because so much of Russia s oil is
in northerly locations, whereit’s along ways from an ocean,
we would be better off, shipping it by rail through the Bering
Strait, than trying to use pipelines and seaports, and run into
all these problemswith other countries, wheninfact, that isn’t
even necessary.

EIR: Soyou are talking about good, old-fashioned tanker-
cars?
Cooper: Exactly.

EIR: In other words, this really takes it outside the box of
thelimited discussion of whether to have an Alaskan northern
slope gas pipeline?

Cooper: Actualy, building a natural gas pipeline might
serve as an impetus to get the American part of this project
moving, which ismy belief, because some of the statesin the
upper Midwest would liketo buy natural gasfrom Alaska, so
asto assure astable supply at astable price.

EIR: Thisbringsusto the gist of what your prepared paper
was talking about; that is, integrated transport corridors, that
have utilities combined. Did you report on that?

Cooper: Oh, yes. And the Russian people fedl that in these
areas which are remote, which right now have no develop-
ment, you have, you know, nothing that you need to un-build,
if you are developing a transportation corridor. So that con-
cept worksvery well.

Economics 19



Infact, asyou are probably aware, | did afeasibility study
several years ago for one of these rail lines in northeastern
Russia, which would actually involve a 500-mile-long trans-
portation corridor, integrating this concept.

EIR: So in the paper that you submitted, you summarized
how you would see the upgrading of therail system of North
Americainthat light?

Cooper: Exactly.

EIR: Which key corridorsdid you highlight?

Cooper: Weéll, thecorridor that’ sof focus, isfromthe Bering
Strait down into northern British Columbia, into the U.S.-
Canada border in North Dakota, and to a lesser extent, in
the state of Washington, because that’s the primary place of
interest of getting cargo from the United Statesto the Bering
Strait, by way of Alaska.

EIR: And to finish out the continental picture, the corridor
that you speak of, running through the Dakotas, would con-
tinue southward down into Mexico?

Cooper: That iscorrect.

EIR: Otherwise, you see that in aready highly settled re-
gions, such asthe Eastern United States, or urban areason the
West Coast, you see particular kinds of corridors there too?
But with more specialized functions?

Cooper: They would probably be somewhat more limited,
but there needs to be a corridor along the West Coast, gener-
aly parallel to Interstate 5, which, you know, I’ ve already
proposed, and made several presentations to the LaRouche
organization about, in Los Angeles. And the Centra Corri-
dor—which | presented to the LaRouche organization in
South Dakota. And then, also acorridor going over to Chicago
and Minneapolis from the Dakotas, because of the fact that
tiesinto the eastern, southern United States.

EIR: So, in other words, asthisyear ends, you are involved
in almost as much, or more, international discussion—with
the Russiansand the K oreans—than has happened on Capitol
Hill, because of the opposition here to do anything about
Amtrak and so forth.

Canyou say something about what ought to be done about

our national passenger rail and theimmediate emergency situ-
ation that we have?
Cooper: It'svery obviousto methat the reason that we have
so many financial problems with our airlines, is that we've
tried to force a bi-modal passenger transportation system in
this country, for intermodal service, which is airplanes and
automobiles—basically to try to exclude railroads.

EIR; You mean, in the longer view—over the last 50
years?

Cooper: Over the last 50 years, exactly. This has been the
basis of the transportation policy of the United States. And
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this policy also integrates burning the maximum amount of
oil that has to be imported, aswe can possibly do. Thisisthe
basisof thepolicy, andthisiswhat hasto be, basically, thrown
out the window. Because we' re proving right now that when
you try to use airplanes for markets for which they arereally
not suitable, it doesn’t work!

EIR: You mean short-hop and so forth.
Cooper: Yes, exactly.

EIR: Soyou'resaying, that since we have the overall crisis,
it can be an opportunity to put things back on—

Cooper: Put things back onto where they should have been
in the first place. We should never have gotten in this mess.
Wehavealot of airlinesthat probably never should bethere.
Not that I’ m against Boeing, right herein Seattle! But, we use
too many airplanes for our inter-city transportation in this
country. I'm afraid Russia's beginning to go down that
same path.

But anyway, | feel that we haveto get the national system
re-built, with a minimum of two trains in each direction in
each of those lines, and we need to start expanding the lines.
We have to recognize that we have an energy problem. And
that isn't going to be solved by running more planes, and
driving more cars.

EIR: You're saying, what we have now in the way of the
major Amtrak and Via Canada and Mexican passenger lines,
should have two trains on each of them.

Cooper: They should have, and most of them do not. That's
what I’'m trying to point out. To make this economically via-
ble, you need at |east two aday in each direction, and wedon’t
have that.

EIR: So you will have alot to do in the new year, to help
change the thinking.

Cooper: Wéll, | hope so. Asyou said, | probably had more
discussions about integration of rail systems between North
America and Asig, than has occurred on Capitol Hill, and |
believe it—that’ sthe case!

EIR: Maybeyou canbring pressureto bear fromtheoutside.
Cooper: Thedifficulty that we have, isthat most of the gov-
ernment people look at al this as fantasy-land. | mean, they
are not looking at the strategic interest of the country.

And you know, the Russians were very concerned about,
how dowe get oil from Russiato the United States, and where
does it need to get to? And their conclusion is, you are not
going to bring most of thisby ship or by plane.

EIR: Soitisawaysback to, what istheright infrastructure?
Cooper: Right. ...

EIR: Waéll, thank you for representing the traditional inter-
ests of the United States.
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Cooper: Obvioudly, today, there is a concern over there
about this war, and why are we spending so much effort on
that, when wereally don’t need to.

Korean Rail Expert

‘For the Era of
The Iron Silk Road’

Dr. Choi Y eon-hye, professor in the Department of Transpor-
tation Management at the Korea National Railroad College
in South Korea, spoke at the Nov. 25-29 conference at the
Siberian State Transport University inNovosibirsk, onapanel
with Dr. Hal Cooper. Dr. Choi contributed a paper, “For the
Eraof thelron Silk Road: A Report on | nter-K orean Railway
Link Projects and Perspectives for the TKR-TSR” (Trans-
Korean Railway and Trans-Siberian Railway).

In the 30-page document, Dr. Choi starts with a chronol-
ogy of theK orean National Railway, from 1899to thepresent,
and then reviews the status of the current North and South
Koreanrail systems. Finally she givesthelatest update onthe
“Inter-Korean Railway Link Projects,” and her perspectiveon
“Alternatives for Continental Railway Link”—through both
Chinaand Russia

Her paper provideschartsandtablesof the* Planned I nter-
Korean|nfrastructureRe-Link Projects,” rangingfromamere
8 km of the Jangdan-Bongdong connection on the west coast
Kyongui Line (opened in 1906, to connect Seoul with Pyong-
yang and Shinuiju), to are-link of 127 km on the Kangnung-
Demilitarized Zone segment of the east coast Donghae-
Bukbu Line. She writesthat with the reconnections, “thetwo
Koreas are expecting positive impacts, first of al, in the eco-
nomicfield. Transportation costsbetween thetwo Koreaswill

be reduced to about one-quarter of the current cost of sending
goodsby ships, namely to $150-200 per TEU [20-foot equiva
lent unit] from the current $700.” And there will be time
savings, too.

Choi wrote: “These merits will contribute to increasing
inter-Korean economic cooperation. According to estima-
tionsfromthe K orean Ministry of Constructionand Transpor-
tation, the volume of inter-K orean trade can be increased up
totenfold of thisyear.”

In giving her view of the “Comparative Advantages for
the Trans-Siberian Railway,” Choi stressed that, in respect to
futureprogressin North Korea, “ Russiacan plan animportant
role, becauseit isone of afew countrieswhich still remainin
adiplomatic relationship with North Korea. Furthermore, the
two countries have been cultivating a close friendship tradi-
tionally. Hence, Russia is situated in a position to inspire
North Korea for re-linking railway networks and also for
keeping up smooth operations later on.”

Dr. Choi drew out other comparative advantages of the
Trans-Siberian link—not as opposed to the link-up with
China, but rather, for certain inherent merits. She provided a
chart (Table 1) comparing three land-routes from Korea to
Germany, and the marine transport trip, in terms of length of
time, distance, and estimated fare. She then summarized:

“First, in the case of the TSR, the number of transit coun-
tries is much less than the TCR [Trans-China Railroad]-
TMGR [Trans-MongoliaRailroad]-TSR corridor. It isgener-
ally acknowledged that the customs formalities at the cross-
border are always accompanied by some risks in terms of
time.

“Second, TSR still offersavailable capacity, whereasthe
TCR suffersinsomeareasfrom partly seriousbottleneck phe-
nomena.

“Third, the transportation means more than transit. The
connectionto TSRindicatesaccessto Siberia, whichisknown
as the treasure house of various resources. Therefore, taking
achanceto participate in the economic devel opment process
of this arearepresents another merit of TSR.”

TABLE 1

From Koreato Germany: Comparison of Three ‘Iron Silk Road’ Routes, and Marine Transport

Route Length (km) Time (Days) Fares ($)
1. Trans-Korea/Trans-Siberia Rail Seoul-Tumen River-Bostochini- 11,569 24-26 1,869-2,019
Brest-Berlin
2. Trans-Korea/ Trans-China/Trans-Mongolia/Trans-Siberia Seoul- 10,625 25-27 1,919-2,069
Shinuiju-
Dandong-Beijing-Ulanbaator-Brest-Berlin
3. Pusan, Trans-Korea/Trans-Siberia Pusan-Bostochini-Brest Berlin 12,080 26-28 2,024-2,174
4. Marine Transportation* 21,749 33 2,101-2,501

* Different marine routes from Pusan to Europe (Rotterdam). By sea, through the Suez Canal (27,000 km); through the Panama Canal (23,000 km); via Cape Town,

South Africa, (27,000); or land-bridge across North America (20,000 km).

Source: Dr. Choi Yeon-hye, “For the Era of the Iron Silk Road: A Report on Inter-Korean Railway Link Projects and Perspectives for THR-TSR,” November, 2002.
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Malaysia Demands Japan
Regain Economic Lead

Malaysian PrimeMinister Dr. Mahathir bin Mohamad spoke
inTokyo on Dec. 12, at the” Seminar on the 20th Anniversary
of the Look East Palicy,” which refersto Malaysia’s policy
of learning from the Japanese model of economic develop-
ment. Dr. Mahathir painted a gruesome portrait of theglobal
economiccrisisbrought onbythe* globalization” of specula-
tive, free trade economics since the deregulation of currency
speculation in 1971. He criticized Japan for turning against
itsown historic committment to a policy of gover nment foster -
ing of economic development, in favor of “westernizing,”

contributing greatly to the current crisis. He called on Japan
to return to the dirigistic methods which worked in the past,
and to again provide leader ship to the devel oping nations of
theworld.

What Malaysia’s leader did not address, in hiswordsto
Tokyo, is that Japan’s 19th century Meiji adoption of these
dirigistic methods was inspired by a faction in the United
Satesdedicated to the American Systemof Political Economy
of Alexander Hamilton, Matthew Carey, Frederick List, and
Erasmus Peshine Smith, as opposed to the British free trade
model. Inthereconstructionafter World War 11, the American
occupation under General Douglas MacArthur supported
Franklin Delano’s Roosevelt’s model of this American Sys-
tem. Drawing out this connection, beyond Dr. Mahathir’s
analysis, is of particular importance at this point in history,
as the collapsing U.S. economy is itself faced with choosing
between the failed free-trade policies of the past 30 years,
or a renewal of American System ideas, now promoted by
Presidential candidate Lyndon LaRouche.

Dr. Mahathir’s speech is excerpted, and subheads have
been added.

| would like to thank the organisers for inviting me to speak
at this 20th Anniversary of the Look East Policy. | have
chosen to speak on “Look East Policy— The Challenges
for Japan in a Globalised World.” The people of East Asia
had been Looking East long before Malaysia adopted the
Look East Policy. When Japan started modernising during
the Meiji Restoration, East Asianswho were then faced with
aggressive European and American free traders, to open
their countries for trade, looked at Japan’s handling of
this problem. . ..

Japan was able to ward off European and American he-
gemony by adopting the administrative systems and the com-
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mercialisation of the economy. Large numbers of Japanese
were sent to Europein order to acquireindustrial technology.
Very quickly Japan became as much an industrial and com-
mercial power asthe Europeans. Any ideathat the Europeans
had of colonising or dominating Japan was shattered whenin
1905 a modern Japanese Navy defeated the Russians deci-
sively. From then on Japan was |ooked up to by East Asians.

Malaysia identified what we believed to be the factors
which contributed towards Japan’ s success. They are the pa-
triotism, discipline, good work ethics, competent manage-
ment system and above all the close cooperation between the
Government and the private sector. And so we tried to adopt
these practices and instill these cultures in our people. And
everyone now acknowledges that Malaysia has made better
progress than most other developing countries. The fastest
pace of Malaysid s progress and development took place in
the last two decades coinciding with Malaysid's Look East

policy. . ..

FreeTradelsLike Gunboats

Free trade had always been the war cry of the Europe-
ans. In the 19th Century they used threats and force of
arms to open up the countries of East Asia for trade.
They objected strongly when they were not allowed to
use opium to pay for the goods of Asian countries. ...
All these were done in the name of free trade. How it
could be called free trade when force of arms were used,
and partner countries were occupied and colonised, is
difficult to understand. But today we are again assailed
by the same demand for free trade.

Some countries are subjected to sanctions; i.e., they were
not allowed to trade freely unless they accept the terms and
conditions proposed for them. If they haveto accept, then can
it be said that their trade is free? Trade under terms imposed
by the traders surely cannot be free trade.

Tremendouspressureisbrought to bear onthesecountries
to conform. Institutionsincluding the mediacontrolled by the
rich and the powerful examine and investigate every aspect
of acountry’ sadministration, includingitspolitics, inorder to
enforce conformity. These institutions publish their findings
which often affect adversely the economy and palitics of the
countries concerned. In this way the countries are forced to
conform, or more correctly, to obey. Y et no matter how they
try to conform they are invariably found wanting. They can
do nothing right.

The gunboats have disappeared but the economic and po-
litical pressuresexerted are no lessthreatening, no less effec-
tive. Anarmy of occupation cannot colonise more effectively
than the economic and political arm-twisting used by the
Western countries.

Witness the operation of the free market in currencies.
Upon allowing the currenciesto be floated, the so-called free
traderstraded not in goods but in currencies. The currency of
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acountry istreated asa commodity which isnot only bought
and sold but is speculated in. From speculation the traders
graduated to manipul ation, selling huge quantities of currenc-
ies in order to force down the value and then buying at the
depressed prices in order to deliver to their buyers. Short
selling has been taken to the ultimate level. . . .

But what isof concerntothesmall countriesisthat thefree
tradein currencies could destroy their economies overnight.
Suddenly countries which were doing well, which were re-
garded as tiger economies; suddenly they became insolvent.
The “international” institutions then moved in to advise and
to offer tolend money to pay off foreigndebts. . . . Themoney
borrowed isnot disbursed unlesscertain“reforms’ arecarried
out. But evenif themoney isgivenitisto beusedto pay debts
to foreign banks. In effect the country is just changing the
creditors, becoming borrowers of the international institu-
tions instead of the foreign banks. The burden of debts re-
mains, sometimes permanently.

In the meantime every aspect of the administration of the
country is put under the control of the international institu-
tions, whichin effect meansbeing controlled by therich coun-
trieswhich control theinstitutions. It means colonisation and
nothing less. As before when gunships were used to open up
countriesfor trade, now theinternational institutions are used
to open up the countriesfor the so-called “freetrade”. . . .

Japan’sRole

Japan has been having a bad time for more than adecade
now. The people who are looking East are not getting any
guidance from Japan. It seemsthat Japan is somehow unable
to pull itself out of the economic quagmirethat itisin. . . .

Asaforeigner fromasmall country, itisnot for meto tell
Japan what it should do in order to again become amodel for
us. But with apologies, | would liketo put in my penny worth
of comments.

No one can dispute that Japan achieved amiraclewhen it
rebuilt itself after the war. How did it do it? It did it by not
being advised by other people. It did it in its own way. The
only advice it accepted was to produce high quality goods,
goods of world standards, so as to be accepted by the world
markets. The rest was entirely Japanese. . . .

So it was not unusual for the banks to lend more money
than they had for the expansion of Japanese companies. In
any case the stock market was bullish and the value of the
Japanese companies was high. The banksfelt secure because
thecollateral sthey held wereadequate, and they werelending
to companies which were worth more and more all the time
because their shares were appreciating to astronomical
heights. The companies were certainly better propositions
than the hedge funds whose value is not known, and as we
have seen can suddenly be worth nothing. The Japanese com-
panies could have gone on expanding. But Japan decided to
Westernise its business practices.

Japan has been censured for the close cooperation be-
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tween the government and the corporations. Japan | ncorpo-
rated was regarded as some kind of cronyism involving the
government and the private sector. Malaysia sees nothing
wrong in the close collaboration between government and
the private sector. The government should help the private
sector to succeed because a large chunk of the profits made
by the private sector belongs to the government. In helping
the private sector the government is actualy helping it-
sf. ...

We understand the desire of the Japanese to Westernise
[their] system. But when systems are suddenly changed,
even if it is for the better, there will be severe disruptions.
It isfar better to stick to the system which worked. And the
Japanese system had worked very well for the Japanese. It
enabled Japan to recover rapidly from the destruction
wrought by the war and it made Japan the second most
powerful economy in the world. It may not be the Western
way but it cannot be all wrong if it can achieve so much.
If you must change, then change slowly to avoid too
much disruption.

‘World Has Truly Lost ItsWay’

Asians are looking East at Japan. Y eswe can learn from
your mistake, but we would rather learn from your success.
The Japanese people as awhol e must wake up and appreciate
that the disaster that you face now is of your own making.
Just as your post-war recovery was through your own way,
you can recover now by your ownway. . . .

And the challenge for Japan is to take on the leadership
role. Japan hasthe size, thewealth and world classtechnol og-
ies. Military might is still important but today’ s war is more
economic than military. Japan has shown how it could resur-
rect itself after the most devastating war ever. It was a feat
that reflects the character of the Japanese people. Prosperity
has no doubt sapped some of this character, but not com-
pletely. . ..

We live in an age of fear, we are afraid of terrorists and
being frightened, we react blindly. We try to fight terrorists
as if we are fighting a conventional war. We erect barriers
around us, we invent new security measures, we break our
own codes of behavior, we do not respect borders, we assassi-
nate and kidnap, we detain our enemies without trial and put
them to death. We are getting more and more angry and in
our anger we have becomeirrational. Weareback inthe stone
agewhen might isright. . . .

Theworld hastruly lost itsway. The anger of theterrorist
isthere and will remain there. But we can control our anger,
we can be rational. Only rationality can win us the battle
against the terrorists.

Japan is not the target. It need not be filled with anger. It
can help bring the world back to its senses. It can help revive
the world’ s economy. It can do many thingsif it decides not
tofollow but to lead. Thisthenisthe challengefor Japanina
globalised world, to lead and not to be led.
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1Tk National Economy

Germany and the Lautenbach
Plan: Can We Learn from History?

by Helga Zepp-LaRouche

Thispresentationwasgivento a Copenhagen” cadreschool” bankin Germany, the Kreditanstaltfviederaufbau, to have
for young organizers from Denmark, Sveden, and Norway,  a state intervention program for jobs creation. This was a
on Dec. 1. Mrs. LaRouche spoke by phone. Subheads have  watered-down version of what we were saying, but it was
been added. clearly copied from us.

Then the Red-Green coalition came in, and coalition ne-
What | want to discuss with you today, is the question of whatgotiations took place. And Eichel, who is the Finance Minis-
it takes to be a leadership of Europe today. Because it'svery  ter, succeeded, with massive support by the Greenies, to i
clear, that if we just leave it to the “powers that be,” to the plement an absolutely brutal austerity program, trying to
governments in place, then we all are in bad shape, because  cover the budget deficit of something like 15 billion euro
either these governments created the mess in which we ar@jth massive cuts in the social programs, health care, unem-
or they didn’t prevent it. ployment money, and so forth. And the whole population got

So, what | want to do today, is to focus on the situation intotally enraged.

Germany, because this is where a very important debate is And, then something very funny happened, and you act

taking place right now; and then, in the end, | want to discusslly may have heard of it; You probably know this pop band

with you, what you can do in Scandinavia, to impact the  “The Ketchups"—well, obviously, | will not sing it to you,

situation in Germany, and that way have an influence on théut it's a song that was very popular on the charts for the

development in Europe in general. last month. Somebody had the bright idea, to take this very
popular song, which everybody knows, and write a new text

A Popular Song, and German Popular Opinion  to it. Basically saying, “Ha ha, I'm your Chancellor. You

You all know that on Sept. 22, the S¢klier government, voted me in. Now, I’'m stealing out of your pockets everything
whichisin a“Red-Green” coalition—consisting of the Social | can get. And you voted me in, and now you can't fire me.
Democrats and Greens—got voted in. And, only two months ~ That's the thorny aspectaboutdemocracy. And | keep stealir
later (end of November-beginning of December), this governyour money, and | know you have put away some cash some-
ment is already in a complete disaster; and, you know, itisa  where, and I'll find it.”
guestion, how long it will remain. And it goes on and on like that.

Just before the election, sometime around July-August, So, the whole country is singing this song, which sho
Schraler realized that he was losing in the polls, that thereup in three days, from newcomer to #1 on the charts. And,
was no way that he could win the elections. So he made a "8ehiothe absolute laughingstock of the whole country.
drastic shift, and he adopted essentially two programmatic Then, another campaign became very popular, namely,
points of the BGo—which is the German equivalent of the  that people said, “This guy is stealing our last shirt”; in Ger-
EAP [LaRouche’s Swedish co-thinkers, European Laboman, there is an idiom, if you steal somebody’s “last shirt,”
Party]: namely, an absolute firm opposition against the war  you really take everything away. So, people have started t
in Iraqg; and then, secondly, he took a programmatic point ogend in shirts—you know, blouses, tee-shirts, whatnot. And
our economic recovery program—namely, to use the national ~ hundreds of thousands of shirts have been sent already
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Chancellor Schroder.

Now, what this really reminds you of, is the sense of the
cabarets of the '20s and ’30s. For those of you who have
looked into that part of history, the political cabaret wasvery
popular; as well, as the Depression and the unemployment
becameworse, thepolitical cabaret became morefunny, more
witty, but naturally never had any solution. So, you have,
actually, arepetition of that.

The Controver sy of Schroder asBrining

All of asudden, avery important debate started to eruptin
Germany, where one of theformer leading Social Democratic
politicians, Oskar Lafontaine, who had been kicked out of
the party some years ago, accused Schroder of repeating the
policies of Heinrich Briining. Now, Briining was one of the
last Chancellors, who in history is being accused of having
prepared the way for Hitler. Thisisnot alight thingto say in
Germany, so naturally the freakout was gigantic. And then,
another historian called Arnulf Baring—avery vicious, right-
wing liberal historian from the Free University in Berlin, who
had had an earlier career at Harvard at thetimewhenKissinger
was there—and is influential, and clearly has atotal Anglo-
American profile—he also started to use this comparison to
Brining; and actually said that the people should go out in
the streets and topple this government; that they should
change the Constitution, because the problem with this Con-
stitution of Germany right now, is, it does not have the possi-
bility of emergency laws, asinthe’30sused by Brining, and
therefore this Constitution should be changed.

Now, thisis severe: Because thisisnot only an attack on
the Constitution, in terms of the economic dimension; but—
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Helga Zepp-LaRouche: The world
crisisrequires” decisive
intervention by outstanding
individuals, who regard
themselves as world-historical
individuals. Who say, ‘| take upon
myself, the fate of mankind. I'm
not just sitting here like a cow,
eating grass, enjoying myself. But,
I’'mthe one, who istaking
responsibility for what will happen
to this historical period, in which
I'mborn.’ ”

apart from Article 48, which is the emergency provision
which existedinthe’ 30s—Aurticle 26 of the present Constitu-
tion prohibits German participation in any war of aggression.
Thisisobviously extremely important, because Germany by
its Consgtitution, cannot participate in the U.S. war against
Iraq; becausethat, by all international law standards, isawar
of aggression. So, what I'm trying to describe to you, is that
there is a complete assault on the German Constitution, with
theeffort to eliminateexactly that, whichfortunately occurred
after the Second World War, to prohibit that Germany, ever
again, would participate in any war of aggression.

Thisisvery hot, because, if you look at the history in the
|ast Depression, in the period between the Black Friday in’ 29
and mass unemployment, until * 33, this period really moved
extremely quickly. If people now are talking about Briining,
what isin the air is that something much worse could come.
Now, thereis no Hitler visible—Schroder, for sure, not; no-
body in the CDU [Christian Democratic Union]. But, we are
in a period, in which total chaos and “Argentinization” is
actually threatening. What | mean by “Argentinization” is
that the whole economic system could disintegratein exactly
the same way, asyou can seeit in Argentina, right now. And
that would mean chaos.

So, the track in Berlin, the so-called “insider gossip,” is
that this government will only last until the Spring.

Hitler Could Have Been Prevented

It is very interesting, and very important for you to
understand, that, for the first time ever, somebody outside
of our organization has come up with the argument, that if
certain economic policies would have been adopted in the
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Adolf Hitler with Reichsbank President Hjalmar Schacht, in 1934.
Had the economic policies of Dr. Wilhelm Lautenbach been
adopted in the early 1930s, the collapse could have been reversed,
and Hitler would never have come to power. Instead, Schacht and
his Anglo-American backers, including Bank of England head
Montagu Norman and J.P. Morgan, brought Hitler to power
through massive support to the Naz Party.

'30s, Hitler could have been prevented. Now that’'s very
interesting, because the |eading economics professor of Ger-
many, the Kiel Economics Professor Giersch, who was one
of the so-called “Five Wise Men,” had an articlelast Sunday
[Nov. 24], in which he said: If the economic proposals of
a whole group of economists in the '30s, who proposed to
have astate intervention, had been adopted, then Hitler could
have been prevented.

Now, | just wrote a leaflet, which we will have for mass
circulationin Germany, wherel say: Thisisfantastic that this
argument now is there, because we are in exactly a similar
situation; and let’ shave anational debate, on how we can get
out of thiscrisis. But, thefact that somebody whoisrelatively
known, likethisProfessor Giersch, picked up thisargument—
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thisis abombshell; it's a complete revolution. And | would
really suggest, that maybe you can have that leaflet out in
Danish, in Swedish, and then have, elsewherein Europe, dis-
cussions: “Could Hitler have been prevented? And, are we
in the similar situation today? And what are the economic
proposal's, which would make such achange possible?’

Let me go briefly into the historical background of this
debate, because this relatively unknown, but | think it is ex-
tremely important to look at thistoday.

In 1930, there was a circle of so-called “reformers’ in
Germany—professors, bankers, industrialists, bureaucrats,
who, fromdifferent pointsof view, andwith differentideol og-
ical touches, all argued against thefree-tradedogma, and said,
“We have to deal with the economic depression with other
economic options.” One of them was Dr. Wilhelm Lauten-
bach, ahigh-level economist from the Reich EconomicsMin-
istry, who belonged temporarily to the Brandt Commission
for the study of the unemployment question; and who was an
adviser, first of the Briining government, and later of von
Schleicher.

Another one, was the Liubeck industrialist Heinrich
Dréager, who bel onged to a study group on money and credit.
And, both of them, especially Lautenbach, produced various
writings, memos, speeches, and so forth; he wrote one book,
whichwascalled, Interest Rates, Credit, and Production. The
main argument he madethere, isthat, in adepression, despite
reduced production, sales are down, and then, as a result of
that—reduced sales—production gets further reduced, so
forth and so on, and thisis a spiral toward lower and lower
levels, without a bottom.

Andthat’ sexactly what we havetoday, because consumer
confidence collapses, people are afraid of the future, they
don’t buy any more; and if you then impose austerity, you go
down, and down, and down. As Lautenbach said: Therefore,
you have to have the conscious intervention, necessary to
overcome the depression, and that could only occur through
the courage to implement the visionary task for the future.
And then, he mentioned the example of the reconstruction of
Tokyo after the earthquake in 1923. This was a very severe
earthquake, which had completely turned Tokyointo arubble
field, and basically, then, nobody asked where to take the
money from: They just issued unlimited credit, reconstructed
Tokyo, and that led to an increase of the productivity and
living standard of all of Japan, becauseit had such anincredi-
blerevitalizing effect on the economy.

1930 Proposalsfor Directed Credit

So, what L autenbach said was. Therefore, what you have
to do is, you have to build large infrastructure projects, and
the financing has to occur on the basis of [government] bills
based on discount—discountable bills. And the banks should
give credit lines to the firms which participate in the project.
Andtheway that functionsis, that only thewagesareactually
paidin cash. Therest of the cost occursintheform of checks,
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or hills, so that the actual amount of newly issued credit is
relatively small.

Now, the entrepreneur who participatesin these projects,
can invest in new investments, and repair things, for which
he didn’'t have the money to repair before because of the
depression. And then, these bills, issued initialy based on
discount, after 12-15 months, should betransformed into me-
dium- or long-term Treasury bonds, which will be covered
through the growing national income. Thecreditisonly given
if a project is necessary and productive. So therefore, real
wealth is created, and therefore creates no inflation, because
you only give out as much credit as you produce in terms of
real wealth; and that way, you actually increase the capital
value of society.

Now, Brining knew about this proposal, but he did not
adopt it. Other people had similar proposals, as we already
mentioned: Libeck industrialist Heinrich Dréager, who, in
1931, had written several memaos; Franz von Papen and Kurt
von Schleicher, who did, indeed [as Chancellors], pick up
these proposals. There was another person: Dr. Gunther Ger-
ecke; . . . Dr. Wagemann, and so forth.

Heinrich Drager wrote a book in 1932, called Job Cre-
ation Through Productive Credit Creation. And in thisbook,
he dealt with the exaggerated fear of inflation, which, asyou
remember, in 1923, when the Reichsbank basically printed as
much money as was required to pay the reparations—much,
much more than the German economy could compensate in
terms of real production. And that then led to the famous
hyperinflation, in which, in November 1923, you had to pay
for one pound of bread with atrillion reichsmarks, and then
it became absurd and people just stopped using this money
altogether. In the end phase, they would literally have wheel-
barrows of money, with which they would run to the baker to
buy a piece of bread. And then the whole became absurd,
and stopped.

So therefore, because of this experience, thefear of infla-
tion in Germany was redly very, very great. Now, in this
book, Drager dealt with the exaggerated fear of inflation, and
said, “If you generate credit only for productive investments,
then it will not lead to inflation. Credit should only be used
for new, long-term productive values, and lead to an increase
of real goods and capital value.”

Now, Drager had a very interesting proposal. He said,
“Thesekindsof creditsshould have zero-percent interest rate,
becausetheselarge, long-term projects, haveonly avery slow
amortization, and therefore, one should have no interest on
these, at all.”

Now, he actually had a very concrete proposal—he pro-
posed, for 1932, to issue 2 billion reichsmarksfor such infra:
structure projects—for public projects—and then, when the
success would be obvious, and the public acceptance would
increase, he said, “Thenin 1933, we can use 5 billion reichs-
marks. And, then in the period between 1933-39, let's have
30 hillion reichsmarks.” And then he calculated, that through
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The hyperinflated currency of Weimar Germany in the 1920s
became so worthless, that it was used as cooking fuel.
Lautenbach’ s memorandum showed the way out: state creation of
credit for productive jobsininfrastructure building.

the initial 2 billion reichsmarks, there would be jobs for
500,000 peopl e created; and then through the secondary wave
of investment—for example, if you build alarge infrastruc-
ture project, like amaglev train or some other things, you're
not only employing the peoplewho areimmediately invol ved,
but those peopl e can then go to the baker and buy more bread;
they can go to the dentist and have better teeth; so you havea
secondary wave of mobilizing the economy. So, he calcu-
lated, that for thisinitial 500,000 jobs, you would have the
secondary wave of investments for 2 million jobs. And, he
suggested, very concretely, large infrastructure projects. fast
trains, power plants, modernization of large cities, and so
forth.

And he said: Either we do that—issue credit for these
productive investments—or, if the economy continuesto go
down, soon wewill haveto issue credit to finance unemploy-
ment payments, because the unemployment will become so
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big, that we will haveto issue credit to pay it.
That's exactly the situation that we have today.

ThelLautenbach Memorandum

On the Sept. 16 and 17, 1931, there was a secret confer-
ence of the List Society in Germany, with the already-men-
tioned Dr. Wilhelm Lautenbach, Dr. Hans L uther—who was
the President of the Reichsbank at the time—and 30 leading
industrialistsand bankers. So, thisisvery interesting, because
he [Lautenbach] wrote a memorandum. And this memoran-
dum is, today, the absolute key, if you want to get out of
this Depression, and have an alternative. Because, you know,
whenwetalk about New Bretton Woodssystem, and Eurasian
Land-Bridge, thisLautenbach proposal actually isexactly the
theoretical basis, of what Franklin D. Roosevelt did in the
1930s and '40s, to bring the U.S. economy out of the De-
pression.

And that isthe famous document, that, if that would have
been implemented, the economic conditions could have been
eliminated, which enabled Hitler and the Nazisto take power
two yearslater. And, | would strongly suggest that you look
into this, because thisis one of the most decisive arguments,
why the state has to intervene, and why productive credit,
issued by the state, for clearly defined projects, is not infla-
tionary. And, asto the question of, who should finance al of
this? It’ s clearly answered there.

Lautenbach’s memorandum wastitled “ The Possibilities
of Boosting Economic Activity, by Means of Investment and
Expansionof Credit.” And, init, hewrote, “ Thenatural course
for overcoming economic and financial emergency” is “not
to limit economic activity, but to increase it.” Lautenbach
then said that there are two possible emergency situations:
where one is a war economy, and the question of how to
convert from awar economy to peacetime production; or, for
example, where you have economic and financial emergen-
ciesonanational and international level. Anditisvery clear,
that under those conditions, “we should and want to produce
more.” But, under the condition of adepression and an inter-
national financial crisis (which was then the case, and it's
exactly the casetoday), “the market, the sole regul ator of the
capitalist economy, doesnot provide any obviouspositivedi-
rectives.”

Now, that’s exactly the problem we have today: that, un-
der conditions of a depression, the normal market mecha
nismsdon’t functionany more. If youlook at Alan Greenspan,
who aready in[2001] lowered theinterest rates 11 times, and
it had absolutely no effect. Normally, if you lower interest
rates—you know, when you want to stimulate the economy,
you put in moreliquidity, more buying power, and so forth—
but, the opposite happened, because people become unem-
ployed, they no longer have any trust, and the economy con-
tinues to collapse. Now, we have almost zero-interest-rate
policiesin the United States, and still, it has no effect.

Lautenbach then said: The economic emergency of the
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second category, adepression and a collapse of the financial
system, was characterized by the “paradoxical condition,”
that “ despite curtailed production, demand islessthan supply
andfirst leadstothetendency to decrease production further.”
Under conditions of depression, there are normally two eco-
nomic policy reactions: The first was the policy of deflation.
The budget deficit was reduced by cutting state expenditures,
pricesand wagesarelowered. At the sametime, [bank] credit
is restricted. If credits are not curtailed, low interest rates
would lead to an outflow of foreign capital, which endangers
the exchangerate, and produces still greater scarcity of avail-
able capital for the domestic economy. And so forth, and
SO on.

So, then hebasically said: Therefore, theonly thing which
can be done under those circumstances, isthat the state hasto
intervene, and invest inthose areasin which you wouldinvest
if theeconomy werefunctioning well. Andthat must bethings
which are for the common good, which take care of those
areasof theeconomy, inwhich no privateentrepreneur would
ever invest, because it’s not profitable—such as large infra-
structure projects, which have along time before they turn a
profit, and therefore any ideaof “ shareholder values’ and get-
rich-quick, you can forget.

Lautenbach said, the state must intervene in those areas
which arein the interest of the common good, and they must
be of such avalue, that you would invest in them if the econ-
omy were functioning well. Because they’re profitable and
they createreal capital value, and, because they do that, they
arenot inflationary.

Now the biggest problem in a depression is, you have
to get rid of unemployment, because unemployment is the
biggest cost sector in the economy—you know, you haveto
finance the unemployed and their families, and they produce
nothing, and therefore, it’s just the biggest problem. So, if
you want to get out of a depression, the biggest job is to
get rid of unemployment, and have productive job creation,
instead; and invest in those areas, which are a boost for the
general economy.

If you do that, Lautenbach argues, you can actually see,
that through theinitial investment and the secondary wave of
job creation, you create moretax revenuethan you havegiven
out ascredit inthebeginning. And that hasto do withthefact,
that it is the human cognitive power of the person, which
creates wedlth. It is the cognitive ability to, again and again,
have adequate hypotheses about the lawfulness of the physi-
cal universe. And if such increase in knowledge occurs, this
iscalled “scientific progress’; and if you then transform that
scientific progress into a technology, and you apply it in the
production process, it increasesthe productivity and it creates
more wealth. And that is actually the basis for the existence
of society.

Because of this beautiful capacity of human labor, you
can actually create morethan youinitialy had, and that’ sthe
whole secret of why we have come asfar aswe have comein
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human development. And, in economic terms, this means,
that if you give such productive-oriented credits, the income
you get later on, intermsof tax revenue, isalwaysbigger than
that which you haveinitialy issued.

Why It Was Not Done

Now, that isactually anincredible perspective, and it was
avery real discussion. But, naturally, hewas preventedinthis
period. Well, you know—a clear, international opposition.
Eventually, Dr. Wagemann—who was actually not as good
as Lautenbach, who had made such a plan in 1931, and who
was relatively aliberal—there was an emergency in light of
theunemployment, so hemadeaproposal, by theend of 1931,
whichwasrelatively moderate, to increasetheliquidity of the
banks by 3 billion reichsmarks for such investments: This
caused completehysteria. Oneof therepresentativesof Chase
National Bank, Benjamin Anderson, at that point said, this
plan would be considered by the United Statesasasignal for
anew, paper-money inflation, like the one in ' 23, because it
would lead to an unrestrained money emission, and a total
loss of confidence in the Reichsbank.

What happened with these proposals? There was a clear
aternative to Hitler on the table. Briining did not pick up the
Wagemann proposal, and then, in May ' 31, the Depression
really became virulent: You had the collapse of the Wiener
Kreditanstalt, the collapse of the Danat Bank in July *31. And
even Briining, at that point, wasso shocked, that heconsidered
organizing 1 billion reichsmarksfor public big projects. But,
the problem was, that since hedidn’t go with the Lautenbach/
Wagemann/Drager proposals, he only thought to get the
money through foreign credits. And since the reparation
agreementsforbade any direct credit creation through the Re-
ichsbank, nothing really happened; becausetheforeign coun-
tries were not willing to give such credits. And so therefore,
alot of timewas|ost; the unemployment became bigger; and
the only real effort was made by von Schleicher, but this
occurred very late—in December 1932—when you aready
had 6 million unemployed.

Now, remember that, on Nov. 6, 1932, the Nazis in the
election had arelative defeat: They got 2 million less votes,
as compared to July ' 32. In November ’ 32, von Papen made
the proposal to dissolve the Reichstag, form himself the gov-
ernment based on the Reichswehr [the military]—which was
areal provocative proposal, given the fact that you had all
this right-left violence, Nazis, Bolsheviks, street fights, and
so forth; and von Schleicher, who was Defense Minister at
thetime, told Rei chs President Paul von Hindenburg, that this
wasavery bad idea. But, von Hindenburg insisted to appoint
von Papen, as Chancellor; but, except for two of hisministers,
they all voted for von Schieicher instead.

So, who wasthisguy von Schleicher?Hebecame, on Dec.
2,1932, thelast Chancellor of the Weimar Republic. Hewas,
actualy, avery interesting figure. He came from a Christian-
humanist background. He, already in 1918, together with the
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Supreme Commander General Groener, negotiated an agree-
ment between the Social Democratic Reichs President Ebert
and the Rei chswehr, which saved the extremely young repub-
licfromcivil war, then; because, at that point, you had already
anarchists and radical elements. And he played akey rolein
creating a very broad alliance, from workers to the Reichs-
wehr, to save the republic—the idea that he had pursued in
1918. And hetried to build a united political front which was
supposed to beacoalition of themoderateright wing, thetrade
unions, the Social Democrats—all relevant social forces. And
hewanted to push through, withthisunited front, astatecredit
kind of program, to restart the economy.

When he became Chancellor, in December 1932, he a-
ready had the agreement for such acollaborationin the united
front from many forces. For example: the general trade union
association, with their chairman Leipart; the Catholic trade
union movement; the Christian and free trade unions; the
Reichsbanner; the Stahlhelm; the Jigenbewegung; the Ger-
manrural community association, under itspresident Gerecke
(Gerecke was one of these economists, who had formulated
thejobs-creation program, who wasinspired by the proposals
of the Drager Circlefor productive credit creation).

And so, on Dec. 15, 1932, the von Schleicher government
declared thiseconomic program. And hesaid, “ Thisisneither
capitalism, nor socialism.” And he even considered national -
izing the coal and iron industries.

But, the problem at that point, was that the left-SPD [So-
cial Democratic] faction leader, Rudolf Breitscheid, refused
collaboration with von Schleicher, and said, “We do not talk
to reactionary generals.”

End of December: Von Schleicher, again, made a pro-
posal for appropriation with the Social Democrats, and even
proposed at one point, prohibition of the NSDAP [National
Socidist German Workers Party, or Nazi Party]. But,
Breitscheid rejected it again. It became so absurd, that by
Jan. 11, 1933, the SPD leadership forbade the trade union
chairman Leipart any dial oguewith von Schieicher, at apoint
when hewasjust trying to meet and work out these things.

Now, thisis al the more incredible, because on Jan. 4,
1933, there was this infamous meeting between von Papen
and Hitler, in the house of the banker, Schroder, where the
deal was made to put Hitler into power. And, this then oc-
curred two weeks later. So, this was a highly dramatic situ-
ation.

Now, if von Schleicher had six months' time, and he
wanted to invest half amillion reichsmarksin these projects,
then this, indeed, would have eliminated the conditions for
the Nazis to take power. And, as we know, it was through
Anglo-American intervention, with Schacht and money-
stealing, to get money to the Nazisby Montagu Norman from
the Bank of England and J.P. Morgan from New Y ork, and
Harriman and so forth; so Hitler wasreally imposed.

But, the conditions would have existed to prevent this
from happening.
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Then and Now

Now, | find this part of history is extremely important to
quickly absorb and study now, because, as the depression is
worsening, we are again in aperiod that such things happen.
There werelots of people who saw themselves exactly in the
same form; but, the economic policies and so forth, were
similar. And the question is: Have we learned anything from
history? Today, again, we have adepression, and we have an
international financia crisis. And, if you leave these trends
by themselves, if you just insist on debt payment, on a parity
program, on monetary policies, then, indeed, you will have,
on a global scale, a combination of 1929 stock market col-
lapse, 1932-33 massunempl oyment, 1923 hyperinfl ation; and
eventually, on aglobal scale, chaos and “ Argentinization,” a
collapse of the entire structure of the state.

Now, ontheother side, thealternativeisonthetable, more
powerfully than even in the’ 30s. Inthe’ 30s, just imagine, if
in Germany, they would have donethe samething asFranklin
D. Roosevelt didin America. Not only would there have been
no Depression, but there would have been no Second World
War! Today, we have, in the form of the proposals which
Lyndon LaRouche, my sweet husband, has proposed for
many years, we have amuch more powerful aternative.

For example, the Italian Parliament has aready, with a
majority, voted for a New Bretton Woods system, a new fi-
nancia system. We havesignaturesfrom other parliamentari-

ansinmany other countries—Russia, Australia, Poland, Hun-
gary, and many more—and, we' reinthe processof collecting
more of those. We have it in the form of the Eurasian Land-
Bridge, which no longer isjust an economic proposal, which
hasworked for along time. Because, for along time, wewere
the only ones to propose a Eurasian economic integration.
But now recently, in a big summit of the ASEAN plus Four
countriesin Phnom Penh, ASEAN plusChina, Russia, Korea,
and Japan, they clearly said, that they want to go for economic
integration, not only for the economic benefits of everybody,
but as a clear war-avoidance policy.

So, theseproposalsare now onthetable. And, thequestion
is, can we mobilize the European populations to implement
these proposals, beforeit istoo late?

Development and Peace

Now, let me add one other consideration. It isvery clear,
that the crisis we're experiencing today, is not just an eco-
nomicandfinancia crisis; butitis, fundamentally, an epochal
change, a tectonic change, where the outcome is absolutely
open: Either the outcome of this historic epoch, isadark age;
or it can be, at the sametime, acompl etely new age of reason,
of economic cooperation, of optimism, and cultura renais-
sance.

Itisvery clear to me, since along time—since a couple
of decades—that Nicolaus of Cusa, who was one of the
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greatest thinkers of European history, for sure: He was the
founder of the modern nation-state; he' sthe founder of mod-
ern science; he was a Cardina in the 15th Century; and,
he developed profound ideas. For example: He has this
conception, that the laws of the macrocosm, and the laws
of the microcosm, are exactly the same. Which means that
the laws of creative reason, the microcosm, and the laws of
the physical universe, the macrocosm, are identical. And
that isthe only reason, why the mind can know, with absolute
certainty, thingsin the physical universe. | mean, that is one
of the most beautiful things: that the human mind can pro-
duceanidea. And if you try toweigh anidea, if you measure
it, if you try to smell it, you can’'t do any of these things to
an idea, because it'simmaterial! It doesn’t weigh anything,
it has no length, it doesn’'t smell. But it exists! And, if this
idea is a universal idea, if it concerns a universaly valid
principle, then it can change the physical universe. Now,
that’s one of the most beautiful things to think about: That
something which is completely immaterial, an idea, indeed,
can have an effect in the physical universe. Nicolaus had
this beautiful idea, that concordance in the microcosm—
peace in the physical order at large—can only exigt, if all
microcosms develop in the absolute maximum way.

Weéll, thisissomething that isapplicable, also, tothepolit-
ical order. You can have peace in the political world, only if
al microcosms, al sovereign nation-states, develop in the
maximum way. | mean, you cannot have imperialism, where
onelarge country dominatesthe others, at the expense of their
development. According to Nicolaus, then peace isimpossi-
ble. But, only if each country, each sovereign nation-state,
each microcosm, develops its most beautiful potentials, and
regards this as its self-interest with the other microcosm,
which also develops itself in the best possible way: Only on
that basis, you can have peace.

Now, that basically means—and then an idea, which
many other thinkershad, later on, also, including such people
as Vernadsky, or the Indian philosopher Sri Aurobindo
Ghosh: that only if you implement the cosmic order in the
political world, then you can have peace and progress.

I’m absolutely convinced, that we have reached, for the
first timein human history, amoment wherewe areall sitting
inthe one boat. Y ou cannot have two continents collapsed in
misery and death—Ilike Africaand Latin America are doing
right now—and somehow think, that wein Europe are sitting
behind abig “limeswall,” and can enjoy ourselves, and sur-
vive. In former times, you had cultures going under, like the
Roman Empire collapsed; the Byzantine Empire; the Incas;
the Aztecs; and many other empires collapsed; and in other
parts of the world, people didn’t even know about it, because
it took a lot of time to travel, and it didn’t bother people,
becauseit wasso far away. And, other areas of theworld had
beautiful renaissance periods, like the Gupta period in India
in the Fifth and Sixth Centuries B.C., and the Sung Dynasty
in China, and so forth—and Europe wasin adark age.
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The founding meeting of the Nordic chapter of the International
LaRouche Movement on Nov. 30-Dec. 1 in Copenhagen, which
Lyndon and Helga LaRouche addressed.

Global History IsMadeby Individuals

Now, for the very first time, because of the globalization
(what I mean by real globalization, isnuclear weapons, AIDS
and other pandemics, communications, and so forth), we are
al so much connected, that either we come out of this to-
gether, and create a human order, a political order which is
worthy of human dignity—ajust, new world economic order,
which allows the survival of all people; or, we al will not
make it. So, I’'m actually optimistic, that, when challenged
with a great evil, man has the absolute capacity to respond
with an even greater Good.

Now, this, however, is not some mechanistic historical
materialism, or dialectical materialism; but, history is made
by individuals. And therefore, we put so much emphasis on
Friedrich Schiller, and why the Schiller Institute is actually
named after him; because it requires the absolute decisive
intervention by outstanding individuals, who regard them-
selves asworld-historical individuals. Who say, “| take upon
myself, the fate of mankind. I'm not just sitting here like a
cow, eating grass, enjoying myself. But, I'm the one, who is
taking responsibility for what will happen to this historical
period, inwhich I’'m born.”

Andthisrequiresthat you feel compassion. That you have
to take all of mankind into your heart. Y ou have to say, “I
lovethe peoplein Africa, in Latin America, in Asia, asmuch
as| lovemy littleniece or nephew, or peoplein my immediate
environment.” And only if you have that absolute human
capacity, to say, “| will make the difference. | will not allow
this beautiful world to go down the drain, asit isin danger
now. But, | will be one of the persons who change history, at
amoment, where any option is still open.”

So, what | want to tell you, is: Think about it, and be
such a world-historical individual. And, then, everything
is possible.
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The Startling American Revolution
Of Henry Clay and Mathew Carey

by Anton Chaitkin

Deadly crisis gripped the country—the economy a disaster  ruling through the Northeastern importing merchants and th
from cheap imports—terrorist attacks within and outsideSouthern plantation owners, both still tied by the political
America’s borders. bands connecting them to the former colonial overlord. Clay
But the political party of the common people, misled andbluntly described the source of the slaveowners’ political
drifting, proposed no remedy, no government action. Their ~ power: “All parts of the Union, not planting, [are] tributary
wealthy opponents, the party hostile to popular rights, treato the planting parts. .. .[There is] a sort of tacit compact
sonously adhered to a foreign country (which had occupied between the cotton grower and the British manufacturer, . .
and enslaved its neighbor). on the part of the cotton grower, that the whole of the United
Aleader, educatedin humanismand Greek Classics, arose States. . . shall remain open and unrestricted in the consul
to set things right. He led the nation to defend itself, againstion of British manufactures; and on the part of the British
its real enemies. He and his collaborators created anewgener- ~ manufacturer, that he will continue to purchase the cotton
ation of leaders, restoring the activist path to rapid economithe South.”
progress which had been foolishly abandoned. The anti-national factions in North and South, though
Henry Clay (1777-1852) acted entirely outsidertfeatal nominally opposed within Boston’s “Federalist” and Jeffer-
confines of the existing, paralyzed, political party system. son’s “Democratic-Republican” parties, had combined to
Though a member of the popular Jeffersonian party, Clayake down the Founding Fathers’ protectionist economics.
guided arevolution in public opinionresulting ina completely (The second act passed by the Founding session of the U.<
unforeseen new broad consensus that saved the nation.  Congress had been a protective tariff, designed to “promote
Clay stepped forward in the gathering storm of the first ~ manufactures.”) American industrialization had halted under
decade of the 1800s. His example was repeated a generatiardeluge of British imports.
later by his follower, Abraham Lincoln, whose strength and The British navy, meanwhile, under cover of their war
genius saved the Union and revolutionized the world econwith Napoleon, stopped American ships everywhere, and
omy. And Franklin D. Roosevelt's commanding personal forcibly removed sailors, both British deserters and Ameri-
guidance, echoing Lincoln in the next century, revived a recans. These were then “impressed” into the British navy. As
public largely given up for dead. It is this legacy represented  James Fenimore Cooper stated, “The number of impresse
by Presidential pre-candidate Lyndon LaRouche. Americans on board British ships of war, was seldom less
Todaythereis no publicmemory of the successful, sweep-  than the entire number of seamen in the American navy, b
ing change in American strategy, made by Clay and his alliesween the years 1802 and 1812. Atthe [American] declaration
Telling that story may help stimulate the nationalimagination, of war in 1812, the number that [the British] turned over to

and promote action for survival. the prison ships for refusing to fight against their own country,
_ _ is said to have exceeded two thousahd.”
Heading for Disaster British armed forces and intelligence agents, stationed in

Henry Clay came on the national scene in November, the British colony of Canada, in the Spanish territory of Flor-
1806, when the Kentucky legislature appointed him—at ageda, and all around the U.S. frontier, armed the Indians and
29—toreplace aretiring U.S. Senator for the last few months cynically directed them in terrorist attacks against Americar
of atermin Washington. He wentto serve a country sufferingcommunities. The British Crown had never ceased its original
internal weakness and foreign aggression. Still a nation of  colonial policy of instigating racial warfare between Ameri-
less than 7 million people clustered on the Atlantic coast, thean Indians and settlers.

U.S.A. produced almost no iron or steel, had no heat-powered Within the national government, both delusions and sab

machines and virtually no factories. Slaves produced cotton

and tobacco, ex_ported to quland in exchange for, the MaSS james Fenimore Coopéjstory of the Navy of the United States of

of goods the United States did not manufacture foritself.  america, second edition (Philadelphia: Lea and Blanchard, 1840), Vol. II, p.
British imperial power strangled American development, 46, footnote.
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tage prevented the strengthening of the economy or the mili-
tary. President Thomas Jefferson, advised by histreacherous
Swissaristocratic Treasury Secretary, Albert Gallatin, econo-
mized by reducing thearmy and navy to compl eteineffective-
ness. And the administration’s so-caled free-trade policy
was, ineffect, aprohibitionagainst U.S. manufacturing, given
the British trade war and military attacks. Congressional at-
tempts at positive action were stymied by the Federalists,
typically Massachusetts and other Northeastern states' rich
merchants, often from Tory families—those on the losing,
British side of the Revolution.

There had been different “ Federalists” in the late 1780s,
fighting for the adoption of astrong national Constitution, led
by Benjamin Franklin, George Washington and Alexander
Hamilton. President Washington’ s Treasury Secretary, Ham-
ilton, had been such an original “Federalist” when he pro-
posed tariffsto protect manufactures, created the Bank of the
United States to undercut usurers, and urged government-
sponsored transport infrastructure.

But when Jefferson attacked these policies, theold Boston
Tories used the Jeffersonians’ attacks, as a pretext to push
the country back into a de facto colonia relation to Britain.
Pretending to support Hamilton, the Cabots, Lowells and
other “Boston Brahmins® brazenly colluded with the British
to bring about anew “Federalist” party, dedicated to splitting
the nation against the Jeffersonians. Alexander Hamilton lost
his life opposing the Federalists' plots. Hamilton exposed
Aaron Burr’s treason, when Burr and the Boston Tories
planned to pull the Northeastern states out of the Union in
1804; Burr killed Hamilton in aduel.

TheElevation of the Oppressed

These Federalists (and an allied splinter faction of anti-
Jefferson Southern ultrascalled “ Quids’) dominated the Con-
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A political revolution,
which completely broke
through a dead-end of
two thoroughly
corrupted major
political parties—like
that currently afflicting
the United Sates—was
made at the time of the
War of 1812, by two
American leaders who
both bore the direct
legacy of Benjamin
Franklin. Philadelphia
publisher and Irish
revolutionary Mathew
Carey (left) and original
Whig Henry Clay (right)
made America’ sfirst
real industrial boom
possible.

gress when the young Henry Clay entered it, determined to
force a change. Clay had had a truly unique preparation for
political combat.

At agefour, in his native Virginiaduring the Revolution,
Clay and his mother watched arrogant British soldiers thrust
swords through hisfather’ sfresh grave, seeking hidden fam-
ily valuables.

In his young manhood in Virginia, Clay worked for four
yearsas personal secretary, law student and ancient-literature
copyist for Judge GeorgeWythe, the Greek scholar whowrote
the rules for the U.S. Constitutional Convention. Benjamin
Franklin's leading Southern collaborator, Wythe studied
Plato and taught his studentsthe humanism of Aeschylus, and
they helped him with his el ectrical experiments.

It was as Wythe' s virtual stepson that Clay emigrated to
Kentucky, Virginia sfrontier land. Now apracticing lawyer,
he maintai ned the contacts he had madewith George Wythe's
students and friends—who now were the leadership of the
republican movement in Kentucky, as well as in Virginia
and Pennsylvania. Virginian James Monroe, one of Wythe's
students, becameyoung attorney Clay’ sclient. (President Jef-
ferson and Chief Justice John Marshal had also been
Wythe's students.)

Abraham Lincoln accurately eulogized Henry Clay’'s
“strong sympathy with the oppressed every where, and ardent
wish for their elevation. With him, thiswasaprimary and all
controlling passion. . . . He loved his country partly because
it was his own country, but mostly because it was a free
country.”?

The new Senator Clay moved and passed aresolution, in
February 1807, directing the Treasury Secretary to prepare a

2. July 6, 1852, Lincoln Collected Works (New Brunswick, N.J.: Rutgers
University Press, 1953), Vol. I1, p. 126.
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construction plan for a national network of canals and high-
ways, abackbonefor industrial and military strength. Though
Gallatin did nothing with the report he wasinstructed to pub-
lish, the question had been ably put before the public; its
implementation was left for Clay and his alies, when they
had the power.

American troop movements in southern territory whose
possessi on was di sputed with Spain, brought thewarning that
Britain would be displeased. Clay asked the Senate, “is the
time never to arrive, when we may manage our own affairs,
without the fear of insulting his Britannic majesty? Istherod
of British power to befor ever suspended over our heads?. . .
We are . .. warned of the indignation of England. ... The
whole navy of the haughty mistress of the seas is made to
thunderinour ears. . . . Weare. . . menaced with the chastise-
ment which English pride will not fail to inflict. Whether we
assert our rights by sea, or attempt their maintenance by land,
this phantom incessantly pursues us. Already has it had too
much influence on the councils of the nation.”

But the British attacks increased, the new U.S. President,
James Madison, responded feebly, and the Congress re-
mained under the Federalist spell.

Henry Clay was now the leader of the Jeffersonian party
in Kentucky. In 1810, after being appointed again to fill out
an expiring Senate term, Clay decided to declare his candi-
dacy for the U.S. House of Representativesfor the 12th Con-
gress, which would convenein 1811. He planned to carry out
his revolution in the House, where all seats were open for
election every two years (Senate terms|last six years).

Clay focused ontheneed for U.S. industrial development,
as the program of a popular movement that could both elect
him and accomplish hisnationalist aims. A “Memorial of the
Mechanics and Manufacturers of Lexington, Kentucky, to
Congress,” published on Christmas Day, 1810 in the Ken-
tucky Gazette, was undoubtedly written for the petitioning
workers and businessmen by their newly elected Congress-
man. Clay’s constituents pleaded: “The manufacturer works
up our raw materials, and consumes our provisions. What he
earns, is kept at home, and is amost immediately circulated
again by various channels through society. The merchant is
by no means so useful a character—part of his gains are sent
abroad, and paid away toforeigners. The mechanic and manu-
facturer, likewise contribute to make the country really inde-
pendent by furnishing those supplies, which we should other-
wise be dependent for, on foreign nations. . . .

Should our disputes with foreign nationsend in war . . .
would not acongressional act for the permanent support of the
mechanics and manufacturers of the country much encourage
thosecitizenswho aredisposed to devotetheir capital tothose
pursuits, and as much assist our government in the vigorous
prosecution of war?”’

Whilenegotiationswiththe British dragged onintermina-
bly, the nationalists' palitical force was being assembled for
decisive action. Clay’ sfriend and law client, James Monroe,
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was appointed Secretary of Statein April 1811.

Just as the 12th Congress convened, British-supplied
Indianslaunched amajor attack on U.S. troopsin the Indiana
Territory. Gen. William Henry Harrison had earlier reported
to the Secretary of War that a British officer, Captain Elliott,
had told Chief Tecumseh's braves, “My tomahawk is now
up—be you ready—but do not strike untill | give the
signa.”®

The Defeat of the Tories

This Congress, however, was not one to be intimidated.
Fifty-nine newly elected Congressmen took their seats. Only
82 had been re-elected from the 11th Congress, which had
habitually knuckled under to the haughty Federaists and
Quids. The palitical amateurs, Clay’s“War Hawks” from all
partsof the Union, had not cometo Washington to take orders
from bluebloods.

The 12th Congress convened Nov. 4, 1811. Henry Clay,
who had never been in the House of Representatives, was
immediately elected Speaker of the House. He appointed his
War Hawk alies to the important committee positions. On
Nov. 29, 1811, Clay’s new chairman of the Committee on
Foreign Relations, New York’s Peter B. Porter, recom-
mended “that the United States be immediately put into an
armor and attitude demanded by thecrisis, and corresponding
withthenational spirit and expectations.” Porter’ sresolutions
toincrease U.S. military forces, to repair and refit navy ves-
sels, and to allow merchant vessels to arm themselves, were
adopted Dec. 19.

In debateson thisand related bills, the opposition wasled
by John Randolph of Roanoke, the sadistic terror of the
House. Randolph, the owner of a mass of slaves, was accus-
tomed to swagger into the Capitol in hislong boots, brandish-
ing a whip, trailed by his hunting dogs. He met his match
in Henry Clay, who immediately ordered Randolph’s dogs
removed and otherwisereined himin. Later when they fought
aduel, Clay put abullet through Randolph’ s coat and quieted
him down considerably.

Boston Congressman Josiah Quincy, one of the Massa-
chusetts Essex Junto that schemed for New England to leave
the American Union, caled Clay’s patriots “toad eaters’—
commoners who had usurped the places of their betters in
the government. Henry Clay, moving ruthlessly to political
victory, said he was not disturbed “by the howlings of the
whole British pack let loose from the Essex kennel.”

The new British ambassador to Washington, John Au-
gustusFoster, wrote hopefully to Britain’ sForeign Officethat
since the Madison Administration would not alow itself to
“be pushed into a War with us . . . there never was a more
favourable moment for Great Britain to impose almost what

3. Harrison to William Eustis, July 18, 1810, quoted in Robert V. Remini,
Henry Clay: Statesman for the Union (New York: W.W. Norton and Co.,
1991), p. 363.
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terms she pleases.”*

Three days after the British ambassador wrote of the “fa-
vourable moment,” Speaker Clay left the chair to speak on a
bill to increase the U.S. army by 25,000 troops. Clay dis-
missed the idea that England was fighting the battles of man-
kind, and that America must do nothing to weaken her mag-
nanimous efforts against the French Emperor Napoleon who
isaiming at universal empire (afamiliar dilemmafor Ameri-
canstoday, twisted intoirrational conflict with Irag and other
oligarch-selected “rogue nations’ ).

Clay asked, shall we “bear the actua cuffs of her arro-
gance, that we may escape a chimerical French subjugation?
Weareinvited, conjured to drink the potion of British poison
prepared by perturbed imaginations. We are called upon to
submit to debasement, dishonor, and disgrace—to bow the
neck to royal insolence, as a course of preparation for manly
resistance to [French] invasion!”5

President Madison was made to understand that hewould
not be supported for a second Presidential term if he did not
come out for war with Britain. Madison began issuing pro-
war messages, and the Democratic caucus renominated him.
Therewas no official Federalist candidate.

With the overturn of the Federalist sabotage, a new era
was emerging in American palitics.

British Ambassador Foster lamented the loss of “the old
Democratic Party"—i.e. Gallatin’s, which stood for econ-
omy, states' rights, and peace with England—and was, in a
colonia fashion, England’'s best market and source of raw
materials.® Previoudly, Gallatin’ s budget had had the effect of
“damping the military ardour.””

Alarmed by an American political movement combining
politicized city workers and internationally aert frontier
farmers, the British ambassador denounced the large anti-
British meetings in Philadelphia, Baltimore and other sea-
ports, which the Briton claimed were mobs “principally
composed of Irishmen of the lowest order, Negros, and
Boys.”®

Retired former President Jefferson agreed with “this sec-
ond weaning from British principles, British attachments,
British manners and manufactures.” He looked forward to
the outcome of awar—"a spirit of nationalism and of conse-
quent prosperity, which could never have resulted from a

4. Foster toWellesley, Dec. 28, 1811, Foreign Office 5:77, quoted in Bernard
Mayo, Henry Clay: Spokesman of the New West (Boston: Houghton Mifflin
Company, 1937), p. 429.

5. Annals of Congress, House of Representatives, 12th Congress, First Ses-
sion, p. 600.

6. Foster to Wellesley Jan. 16, 1812, Foreign Office 5:84; quoted in Mayo,
op cit., p. 469.

7. Foster to Wellesley, Jan. 31, 1812, Foreign Office 5:84, quoted in Mayo,
op cit., p. 451.

8. Foster to Castlereagh, the new British Foreign Secretary, May 26, 1812,
quoted in Mayo, op cit., p. 476.
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continued subordination to the interests and influence of
England.”®

On June 12, 1812, Congress approved Madison’s pro-
posed declaration of America's second war of indepen-
dence—the “War of 1812." The ill-prepared republic sur-
vived intrernal treachery and held its own militarily against
theworld' sgreatest power. Americans defeated British naval
forcesonthe Great L akes, cut off their Canadian-routeterror-
ism, stopped aninvasion of New Y ork, and smashed the Brit-
ish army in New Orleans.

Enter Mathew Carey

Latein 1814, whilethe outcomewasstill in doubt, Clay’s
Philadelphia aly, publisher Mathew Carey, issued his own
book The Olive Branch, subtitled “ Faultson Both Sides, Fed-
eral and Democratic. A Serious Appeal on the Necessity of
Mutua Forgiveness and Harmony to Save Our Common
Country from Ruin.”

The book’s historical importance rivaled Tom Paine’'s
Revolutionary War tract Common Sense. Every political
Americanread oneof the 100,000 copiesof TheOlive Branch,
which came out in ten editions. Carey blasted the Jeffersoni-
ans free-trade policy blunder, and irrefutably exposed the
Federalists' treasonous combination with the British enemy.
Patriots of both parties, including former Presidents Thomas
Jefferson and John Adams, praised the book and its author.

Some months later, after the war, it was clear that an
entirely new political order had begun. The old political par-
ties were both finished. Clay and Carey had rallied unified,
countrywide support for are-born nationalism, which would
in ten years push through an astonishing program of technol-
ogy development and westward-vectored transport. The re-
sulting industrial revolution, delayed over the previous free-
trade decades, would now give America muscle enough to
surviveaCivil War.

Thepoliciescomprisingwhat Clay dubbed“the American
System” would become later identified with Clay’ s and Car-
ey's Whig Party. But party affiliation was never the crux of
the new nationalism. Many patriots, who later adhered to
the Jackson-Van Buren Democratic Party, alied themselves
behind the scenes with the best Whigs against the combined
Northeastern-Southern-British oligarchy.

Mathew Carey, an Irish revolutionary immigrant to
America, was sponsored by America’ sleading statesmen for
assignmentsin both the Irish and U.S. sectors of the common
struggle against the British Empire.

Bornin 1760, the son of a Roman Catholic baker in Dub-
lin, Mathew Carey stepped boldly forward as pamphleteer
and editor for Catholic rights and a Protestant-Catholic alli-
ance. Carey’s campaign to define Irish nationalism, with
state-sponsorship for industrialization, was coordinated with

9. Jefferson to the anti-Gallatin Irish-American, William Duane, April 20,
1812; quoted in Mayo, op cit., p. 475.
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Benjamin Franklin in France. (See box). Carey twice fled
Ireland, pursued by British police, finally landing in America
for permanent refuge.

Mathew Carey arrived pennilessin Philadel phiaon Nov.
1, 1784. General Washington and General L afayette bothim-
mediately offered Carey their full supporttostartan American
newspaper. Lafayette travelled from Washington’s Virginia
home to Philadelphia to meet with Carey. Lafayette gave
Carey $400 cash towards a publishing enterprise, and opened
up communication between Carey and Robert Morris, finan-
cier of theRevolution and head of theBank of North America.

Lafayette’ sgift allowed Carey to begin the Pennsylvania
Herald in January 1785, succeeded the next year by the Co-
lumbian Magazine. The national magazine American Mu-
seum, started by Carey in January, 1787, carried in its first
issue Benjamin Franklin’s article “Consolations for
America” As Washington, Franklin and Hamilton nurtured
thepolitical forcesfor creatingamore permanent Unionunder
a Federal Constitution, they continued promoting Mathew
Carey’s publishing—one may still today see copies of Car-
ey’s American Museum prominently displayed in the pre-
served library of Washington's home, Mount Vernon.

The Constitutional Convention began in the Revolution-
ary capital city, Philadelphia, in May 1787. On May 11, a
paper setting forth America’ s founding nationalist economic
policy was read at Benjamin Franklin's home, at a meeting
of Franklin's" Saciety for Political Enquiries.” Carey’ sAmer-
ican Museum then published this paper, by Tench Coxe, in
June, for the edification of the form-of-government contro-
versy going on at the Convention and throughout the country.

Coxe' s“Enquiry into the Principles on which aCommer-
cial System for the United States should be Founded” noted
the cheap-goods dumping and boycotts which the British
were then using to prevent the birth of American industry.
Coxecalledfor anational government with the power to enact
protective tariffs against foreign nations and prevent trade
conflict between the states of the Union.

Carey Bridgesthe Hamilton-Jeffer son Gap
Tench Coxe continued to write for Carey in America’'s
first nationally successful magazine, while Alexander Hamil-
ton coordinated efforts to gain popular ratification in all the
states for the new Federal Constitution. From 1787 to 1789,
Mathew Carey and his publishing enterpriseworked in Ham-
ilton’s covert service, through Hamilton's persona intelli-
gence-lieutenant Nathaniel Hazard and hisbrother, Continen-
tal Postmaster General Ebenezer Hazard, until the new
Federal government had been safely established.
Hamiltonwasappointed thefounding Treasury Secretary.
Tench Coxe, appointed Hamilton’s Assistant Secretary, did
the detail work for Hamilton's famous Report on Manufac-
tures, proclaiming thecountry’ sright and necessity to deliber-
ately changeitself from abackward, defacto colonial planta-
tion into an actually independent, manufacturing nation.
While working for Hamilton, Coxe put Carey in touch
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with Secretary of State Thomas Jefferson. Carey and other
patriots, who fully supported Hamilton's nationalist eco-
nomic policy, began to counter-organi ze against the pro-Brit-
ish subversion of foreign policy by the Northeastern states
Federalists.

In February 1791, Jefferson, through hisfriend and clerk
Henry Remsen, sent Carey aseries of documentsfor publica-
tion. Jefferson’ sman Remsen thereafter became Carey’ sNew
Y ork agent and banker. John Beckley, Jefferson’ schief hatch-
etman as Clerk of the House of Representatives, wroteto the
U.S. consul in London asking him to help Carey get credit
and advances.

By the middle 1790s, Mathew Carey had developed, in
effect, a new Democratic-Republican party in Pennsylvania
with spreading influence elsewhere. It was Jeffersonian—
anti-British and anti-aristocratic; and Hamiltonian, that is,
defending the national government measures that could de-
feat British power and preserve America sindependence and
Union, intheface of attacks against Hamilton and the central

The Irish-American Revolution

America's Revolutionary leaders knew themselves to be
in a globa fight against their imperial opponents. And
the American nationalists who succeeded those Founders
were palitically educated in theissues of that global strug-
gle—as the example of the Franklin-Carey collaboration
makes clear.

Mathew Carey was apprenticed in 1775 to Thomas
McDonnell, printer and bookseller, and the publisher of
theHibernian Journal, amost radical newspaper opposing
the British subjugation of Ireland. Through four years, as
the American Revolution’s progress was applauded in
McDonnell’ spress, young Carey | earned printing and took
on an adult rolein the Irish struggle.

Benjamin Franklinwasin France beginningin 1776 to
procure European support, money, arms and troops for
American independence. In November 1778, Franklin's
“OpenLetter tothelrish People” waspublishedinMcDon-
nell’s Hibernian Journal. Franklin said Ireland could re-
place its trade with England—whose laws forcibly re-
pressed Irish manufactures—by a trade aliance with
Revolutionary America.

Irish patriots were by then arming and drilling in the
“Volunteers’ movement—under the pretext that they
would defend the country from the threat of invasion by
France, America's ally! The Irish nationalists emulated
America s non-importation associations, boycotting Brit-
ish goods and pledging to wear only Irish-made clothes.
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government by the deluded Jefferson and assorted mobsof his
followers. The tragedy of the anarchized French Revolution
underlay the messin American politics; the world’ s republi-
can cause did not soon recover from theloss of the American-
French power combination.

Carey’s closest colleague in managing this restraint and
education of the Jeffersonians, wasthe attorney Alexander J.
Dallas (1759-1817), founder of the Democratic Society of
Pennsylvania, oneof acomplex of Carey/Dallas-guided insti-
tutions overlapping the American Philosophical Society.
(Dallas was a grandfather of scientist Alexander Dallas
Bache, and Bache was also the great grandson of Benjamin
Franklin.)

During the 1790s, while Philadelphia was the national
capital, before the construction of Washington, D.C., printer
and bookseller Mathew Carey acquired a network of agents
in Ireland, Scotland, England, Germany, France, India, the
West Indiesand across America. Carey becamethe American
agent and literature supplier for Gottingen University, the

high seat of German natural science. He printed and published
America sfirst Roman Catholic version of the Bible. And he
prodded and encouraged American authorsto createaliterary
culture independent of Great Britain, eventualy becoming
the publisher of James Fenimore Cooper, Washington Irving
and Edgar Allan Poe.

Thus when Henry Clay began leading the United States
towards national strength and self-defense, Mathew Carey
was well-placed to join in the direction of events, and to be
heard as an impartial counselor.

Taking the Presidency

Whilethetemper of the country had moved towardsreso-
[ute nationalism, the Madison Administration was still piti-
fully drifting. On Aug. 24, 1814, invading British troops
burned down the practically undefended White House, the
Capitol, and other government buildings.

This was the political turning point. A few days later,
Secretary of State Monroe was appointed Secretary of War

The Volunteers had 100,000 men under arms by the end
of 1779. But these were almost all Protestants. Britishrule
forbade Irish Catholics (Ireland’ smajority) to own land or
weapons, to hold public office, or to speak out against their
condition. The Catholic Church submitted meekly, while
the Protestants’ suspicion of their Catholic countrymen
undermined the nationalist effort.

Mathew Carey’sFirst Pamphlet

Acting to bridge the gap, young Mathew Carey now
wrote, without revealing his authorship, “ The Urgent Ne-
cessity of an Immediate Repeal of the Whole Penal Code
against the Roman Catholics.” On Nov. 11, 1779, abold
advertisement appeared in various Dublin papers, head-
lined “An Appeal to the Roman Catholics of Ireland,”
showing the title page of the anonymous pamphlet which
was due to be published the next day. Leeflets were
distributed throughout Dublin and were stuck on the
doors of churches and cafés. A reward was put out
for the identification and arrest of the dangerous rebel
author. Carey went into hiding, and then fled by ship
to France.

Hewas brought to Benjamin Franklin, and Carey went
to work printing American Revolutionary literature in
Franklin’ sheadquartersat Passy. There, General L afayette
interviewed Carey regarding Irish readiness to receive an
American-French invasion of the British |dles.

Returning to Ireland in late 1780, Carey began editing
the Freeman’ s Journal in 1781. This pro-American paper
was the main outlet for the VVolunteers. In October 1781,
the British army surrendered to the Americansand French
at Yorktown, Virginia. The American victory inspired a

national meeting of the Volunteers at Dungannon, which
issued resolutionsfor an independent Irish parliament and
for the repeal of the penal laws against Roman Cathalics.
Within two months the armed V olunteers movement was
in total control of the Irish situation.

The British government resigned March 20, 1782. A
new government under Lord Shelburne negotiated peace
withthe Americansand granted anindependent parliament
to Ireland.

Mathew Carey now created and published anew news-
paper representing the nationalist movement, called Vol-
unteers Journal or Irish Herald. In line with Franklin's
views, Carey’s paper set forth the program of national
sponsorship for the development of manufacturing,
through whichto * complete the emancipation of our coun-
try from domestic and external slavery.”

In this period the British were dumping cheap manu-
factures on the markets of British-occupied Ireland, and
in newly independent but unindustrialized America. As
impoverished Irish linen workers began to starve, Carey
caled for protective tariffs on British imports, and full
Irish national and industrial independence. Carey was ar-
rested for sedition and high treason; widespread protests
backed down the British occupiers. But hewassoonforced
to flee the country again, and the ship America took him
to Franklin’s Philadel phia.

British police-state measures never let up. Finally on
the first day of 1801, the Act of Union created the United
Kingdom of Great Britain and Ireland, cancelling Irish
nationality altogether. Over succeeding decades Britain
closed Ireland’ s factories and reduced the people to beg-
gary and starvation.—Anton Chaitkin
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aswell, and virtual commander-in-chief. On Oct. 6, six weeks
after the British burned Washington, Mathew Carey’ s politi-
cal partner Alexander J. Dallaswas appointed U.S. Treasury
Secretary. Dallas immediately submitted to the Clay-orga
nized Congress, a proposal for a second Bank of the United
States, to beheadquartered in Philadel phia. Thisproposal was
adopted over the negative votes of New England Federalists
and John Randolph, with Pennsylvania, the South, and the
Midwest making the new majority. Dallas also proposed
higher tariffs, and twoyearslater the Congresspassed amildly
protective tariff bill.

Thefirst edition of Mathew Carey’ sThe OliveBranchwas
published in November 1814. Carey’ s sensational bestseller
charged that the “democratic party” had worked from the
time of the Constitutional Convention to weaken the Federal
government (in favor of “states' rights”), to the point where
the Federal government might be too weak to survive; and
that they had opposed the creation of even a small navy,
“partly from a sordid and contemptible spirit of economy
[and] . .. abase spirit of courting popularity by husbanding
the public money, even on occasions when liberality is true
economy.”

Carey chastised the Jeffersoniansfor havinglet thecharter
of the Bank of the United States lapse in 1811, after they
themselves had voted in 1804 to authorize the Bank's
branchesin the territories of the United States (an act signed
by Jefferson).

Carey then turned his guns on the New England Federal-
ists, being careful to differentiate Alexander Hamilton, acou-
rageous Founding Father, from those partisan associateswho
had survived him.

Carey described how Boston leaders had used blackmail
and intimidation to sabotage the sale of U.S. government
bonds. Without the Bank of the United States to defend
against them, the Boston bankers sought to drain the country
of gold by putting unbearable demands on banks in the other
sections of the country. Asthe United States fought a desper-
ate war, climaxed by the British burning of Washington, the
Boston traitors had openly sold British government bondsin
the United States, sending the gold received to Canada for
payment of British soldiers preparing fresh invasions of the
United States.

Carey’ s exposé was passed from hand to hand amongst a
population roused for awar of national salvation. Read asan
objectivewarning by atrusted statesman, it solidified support
for the new American policy, and finished off the Federalist
Party politically.

James Monroe was swept into the Presidency in the 1816
election. In hislnaugural Address, Monroe congratul ated the
country for having been able to “pass with glory through the
late war.” But the Virginian Monroe gently reminded the
peopl ethat they had previously become abestial anti-govern-
ment mob, manipul ated by populist demagogues. Such degra-
dation would lead to the loss of the republic.
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President Monroe's warning still stings—especialy to-
day: “Had the people of the United States been educated in
different principles, had they been lessintelligent, lessinde-
pendent, or less virtuous, can it be believed that we should
have maintained the same steady and consi stent career or been
blessed with the same success? . . . Itisonly when the people
become ignorant and corrupt, when they degenerate into a
populace, that they are incapable of exercising the sover-
eignty. Usurpation isthen an easy attainment, and an usurper
soonfound. The peoplethemsel vesbecomethewillinginstru-
ments of their own debasement and ruin. Let us, then, [ook to
thegreat cause, and endeavor to preserveitinfull force. Let us
by all wise and constitutional measures promoteintelligence
among the people as the best means of preserving our lib-
erties.” 10

The Nationalistsin Power

To promote the peopl€e's intelligence was an urgent re-
quirement for durable national survival. A small, industrially
ignorant country would continue to be at the mercy of its
enemies abroad, who took the planters’ crops and supplied
manufactures. The nationalists, coming into power, took un-
precedented action to educate a new leadership, and to alter
and sharply improve the characteristics of the population it-
self. Hamilton' s proposal from a quarter-century before (an-
swering Adam Smith’ smoronic Wealth of Nations), wasnow
the rule of thumb: “To cherish and stimulate the activity of
the human mind, by multiplying the objects of enterprise, is
not among the least considerable of the expedients, by which
the wealth of anation may be promoted.”*

Thefirst step wasto create military and engineering com-
petence. President Monroe appointed South Carolina' s pre-
eminent nationalist spokesman, John C. Calhoun, formerly
Speaker Clay’s War Hawk lieutenant, as U.S. Secretary of
War. On Cahoun’swatch, West Point was transformed into
the nation-building headquarters, with materialsand staff im-
ported from France' s world-leading Ecole Polytechnique.

Calhoun is famous as pro-secession, the bitter enemy of
national unity! But this was not so, until years later a dirty
British political swindle called the “free-trade movement”
madeitsway through Wall Street and theslaveowners’ ranks,
convincing Calhoun and othersto savetheir careersby desert-
ing to the enemy.

Abraham Lincoln enjoyed quoting the original, national -
ist Calhoun, who said in 1816, “When our manufactures are
grown to acertain perfection, asthey soon will be, under the
fostering care of Government, the farmer will find a ready
market for his surplus produce, and, what is of equal conse-

10. Monroe, First Inaugural Address, March 4, 1817, The Inaugural Ad-
dresses of the Presidents (New Y ork: Gramercy Books, 1997), p. 53.

11. Hamilton, Report on Manufactures, 1791, reprinted in The Political
Economy of the American Revolution (Washington, D.C.: Executive Intelli-
gence Review News Service, 1996), p. 406.
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guence, acertainand cheap supply of all hewants; hisprosper-
ity will diffuseitself to every class of the community.”*?

Following the War of 1812, in Pennsylvania, anationalist
political power center arose, whoseinitiativeswould in many
ways determine the course of world history for a century
ahead.

Beginning in 1819, Mathew Carey wrote and widely dis-
tributed pamphlets urging protective tariffs, demolishing
Adam Smith’ sargument that Americamust submit totherule
of free trade and remain a poor, rura dependent of Great
Britain. Over the succeeding years, Carey wrote and pub-
lished over ahundred pamphl ets, essays, circularsand memo-
rialsto Congress.

Henry Clay’s forces now drove an industrialization pro-
gram through in Washington. The General Survey Act was
passed in 1824, authorizing the President to employ West
Point-trained Army engineers for “surveys, plans and esti-
mates . . . of the routes of such roads and canals as he may
deem of national importance, in a commercial or military
point of view.” %

Inhislast year inoffice, President Monroesignedinto law
both the Survey Act and the 1824 tariff, increasing protective
dutieson such crucia goodsasiron products. There was now
all the legal authority and public approval necessary for the
next President, who would take office in 1825, to guide a
spectacular national industrial takeoff.

Under John Quincy Adams (President 1825-29), with
Henry Clay as Secretary of State, America sindustrialization
began with a leap. The astonishing accomplishments of the
brief John Quincy Adamsregime, answer the the mindlessly
repeated dogma, that Adamswasout of thebounds of existing
public opinion. Critics point with scorn at his Inaugural Ad-
dress, which called for building astronomical observatories,
“lighthouses of the skies.” Inreal history, only those proceed-
ing from such avisionary perpective have moved the nation
forward.

Starting from scratch, government organized, financed
and engineered America srailroads. No significant U.S. rail
lines were purely private investments. President Adams as-
signed Army Engineers to plan railroad lines, working for
private compani essubsidized by state and local governments.
A vast network of canads, joint state and Federa projects,
opened up the agro-industrial potential of the Midwest.

Pennsylvania s scheme to create an enormous coal min-
ingindustry, and the canalsfor itstransport, wasimmediately
successful. Under strong government tariff protection, iron
forging, machine building and related industries shot into ex-

12. Calhoun, April 6, 1816, advocating aprotectivetariff, quoted by Abraham
Lincoln in his Campaign Circular from Whig Committee, Address to the
People of Illinois, March 4, 1843, in Lincoln, Collected Works, op cit., Vol.
I, p. 310.

13. Annals of Congress, House of Representatives, 18th Congress, First
Session, p. 1,042.
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istence, aided by the newly launched railroads, canals and
coal mines. Anthracite coa production for the market rose
from zeroin 1819, to 8,000 tonsper year in 1823, to 1 million
tonsin 1837. Pigiron production rose from about 20,000 tons
in 1820, to 61,000 tons in 1823, to 130,000 tons in 1828, to
200,000 tonsin 1832.

Thisindustrial revolution, celebrated as America’ s great
material success story, was significantly slowed by subse-
quent free-trade regimes. But the nationalists had given an
economic war-winning power to the Union. The nationalist
industrialization program was later renewed on afar grander
scale by Lincoln, collaborating with Mathew Carey’s son,
economist Henry C. Carey, and was spread to much of the
world.

President John Quincy Adamslaid down thelaw of prog-
ress, speaking July 4, 1828 at groundbreaking ceremoniesfor
the Chesapeake and Ohio Canal, aFederal project linking the
Atlantic with the Ohio River. Adams said: “ At the creation of
man, . . . theLord of the universe, their Maker, blessed them,
and said unto them, be fruitful, and multiply, and replenish
the earth, and subdue it. To subdue the earth was, therefore,
one of the first duties assigned to man at his creation. . .. To
subduetheearthispre-eminently the purposeof thisundertak-
ing. . ..[May He] makeit one of His chosen instruments for
the preservation, prosperity, and perpetuity of our Union.”

In another ceremony elsewhere that same day, ground
was being broken for the nation’ sfirst railroad, the Baltimore
and Ohio, whose Army designers Adams had assigned to
their task. The President exulted, “It is one of the happiest
characteristicsin the principle of internal improvement, that
the success of one great enterprise, instead of counteracting,
gives assistance to the execution of another. May they in-
crease and multiply, till, in the sublime language of inspira-
tion, every valley shal be exalted and every mountain and
hill shall be made low; the crooked straight, the rough
placesplain.”

America's success deeply frightened the British Empire
anditsforeign collaborators, and moved them to hostile coun-
termeasures. The enemy—the colonial oligarchy, straddling
the Atlantic—sought to prevent America' s westward devel-
opment, stop industrialization, perpetuatethe colonia planta-
tion economy, and whip the geographical sections against
each other, disrupting the Union. In the political arena, this
persistent treachery appeared before the public through what
came to be called the Democratic Party, beginning with the
Presidency of Andrew Jackson, apersonal project of thetrai-
tor Aaron Burr.

Thenationalist project wasonly restoredinthenext gener-
ation, when Abraham Lincoln won his lifelong fight to give
genius back to America' s people.

14. Quoted in William H. Seward, Life and Public Services of John Quincy
Adams (Auburn, N.Y .: Derby, Miller and Company, 1849), pp. 221-223.
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1T IR Feature

Hungary in Crisis: LaRouche
Ofters New Bretton Woods

by Elisabeth Hellenbroich

Economist and U.S. Presidential pre-candidate Lyndon exchange rates, requiring a balance-of-payments reserv
LaRouche’s Dec. 11-13 visit to Hungary was organizedsystem of pricing monetary reserve gold at about $1,000 per
around two strategic events: A conference atthe Finance Min-  troy ounce or higher.
istry, “The World Economy in Crisis: Need for a New Bretton LaRouche pointed to the prospects for a great expansion
Woods,” was held on Dec. 12, organized by the Hungarian of trade and cooperative relations between Europe, and t
Economics Association, the Schiller Institute, and the Hun-emerging great Eurasian development effort to come from
garian Academy of Sciences’ Committee on Finance, whose Russia, China, and India; but also shocked his audience:
chairman is the well-known economist Prof. |8eCsikas-  Hungary’s leading economists—by telling them he was opti-
Nagy. And a Schiller Institute meeting at the St. Lazslo Insti- mistic about near-term “remarkable improvements in think-
tute latr that evening drew 120 active participants, and mediang” in Washington, on the subject of the onrushing collapse
representatives. (See presentations below). of the post-Bretton Woods floating-exchange-rate systen
The conference at the Finance Ministry was chaired byand the breakdown of the U.S. physical economy.
Prof. Tama Bacskai, former chief economist of the Hungar- LaRouche’s speech sparked a lively discussion, ranging
ian Central Bank, and addressed by LaRouche; Dr. Nino Gaffrom the characteristics of a gold-reserve system and sover-
loni from the Italian Ministry of Labor; Prof. Hajna Lorinc-  eign national money creation; to the global problem of illegi-
Istvanffy from the Budapest University of Economic Sci- minate debt and the destabilizing effect of speculative capital
ences and Public Administration; Prof. Katalin Botos from movements; to the future role of the International Monetary
the Peer Pamany Catholic University; Dr. Tibor Erhartfrom Fund (IMF) in a new monetary system.

the Ministry of Finance; Lothar Komp fror&lR; and Dr. To the Schiller Institute meeting, LaRouche—introduced
Janos Plentner F.C.S.1., former ambassador of Hungary tdy Hungarian Schiller Institute leader Dr. Tibor Kdsa—
Canada. gave a very moving speech in which he held up the historical

In his keynote, LaRouche underlined that we are in theexample of Jeanne d’Arc, contrasting her with Shakespeare’s
“terminal phase of a physical economic collapse of the pres- Hamlet the Dane, to challenge the audience with the questic
ently bankrupt post-1971 floating-exchange-rate monetaryef what kind of “moral leadership quality” is needed today, to
financial system.” Without a return to something resembling  overcome the presently unfolding tragedy. “A national leader.
that pre-1971 Bretton Woods model, the candidate stressedho’s not committed to immortality, is not capablenodral -
the world will be quickly doomed to plunging into a pro- ity,inresponse tothe challenges of thistime,” LaRouche said.
longed New Dark Age. In order to reverse the effects of 30
years of degeneration of the economies of Europe and thielungary at a Crossr oad
Americas, long-term, capital-intensive investments have to LaRouche’svisitto Hungarytook place atamomentwhen
be made, chiefly in basic economic infrastructure, LaRouche Hungary, along with Poland and eight other countries fron
said. This could be done under a monetary system of fixe€entral and Eastern Europe which are to join the European
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Lyndon H. LaRouche, Jr. addresses a meeting in Budapest co-sponsored by the Schiller
Institute on Dec. 12, on “ How To Reconstruct a Bankrupt World.” He also spoke earlier in
the day before a conference at the Ministry of Finance, on “ The World Economy in Crisis:
Need for a New Bretton Woods.”

Unionin May 2004—standsat astrategic crossroad. On April
12, 2003 a national referendum will be held in Hungary on
entry into the EU, followed by similar referendain the other
countries awaiting membership. Hungary joins the EU at a
time when the global economic and financial crisisis having
adramatic impact on the average citizen'slife.

In April, the center-right government (of the Fidesz and
Hungarian Democratic Forum parties) under Prime Minister
Viktor Orban, was replaced, and Péter Medgyessy became
Prime Minister. The new government is a coalition between
the ex-communist Socialist Party (MSZP) and the super-lib-
eral Alliance of Free Democrats (SzDSz). The elections pro-
voked adeep polarizationin the country, which somepolitical
observers compared to a“cold civil war.” It sparked nation-
wide debate concerning Hungary’ s past under communism,
anditsfuturein Europe. Under theleadership of former Prime
Minister Orban, who had been pushing the Szechenyi Plan—
a plan for infrastructure build-up and more protection for
national corporations—civic circles began to form all over
the country.

A closer look at some of their debates reflects what is
at the core of this raging debate. The issue is the question
of sovereignty: How to make sure that the government does
not sell out Hungary’ svital national interest to foreign corpo-
rations and banks. Many forces see afuture for their country
only if it is politically unified around a sound political and
economic policy. They argue that Hungary must define the
mission it can carry out in Europe, and in a world whose
only option for surviva is, as LaRouche outlined, a New
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Bretton Woods monetary system
and a Eurasian development per-
spective.

The impact of the global finan-
cial and economic crisisisbeing felt
quite dramatically in Hungary.
Whilethe gap between rich and poor
isgrowing (6-8% areextremely rich,
30% live in desperate poverty), the
government is under pressure from
thelMF, theWorld Bank, andthe EU
to go for more free-trade economic
reforms. They demand that the gov-
ernment reduce its budget deficit—
which stands at 6% of GDP—and
make further cutsin public services,
in particular health care, as well as
carry out more privatizations. Three
of the nation’s publicly owned
banks—Postabank, Konzumbank,
and the Land Credit and Mortgage
Bank—are to be privatized. Half of
Hungary’s corporations are in for-
eign hands.

A million and a half jobs have
been lost since 1990, and unemploy-
ment is officidly at 5.7%. Most of these foreign companies
have been enjoying tax holidays, or are allowed to pay a
very low corporate tax. The dramatic socia consequence of
“globalization” is illustrated by the recent case of IBM. In
October, from one day to the next, IBM closed the gates of
its brand new factory, which five years ago began production
inthe city of Székesféhervar, 70 kilometers southwest of Bu-
dapest, and which was seen as a symbol for Hungary’ s eco-
NOMIC SUCCESS.

IBM is one of 49 big foreign companies which, in the
1990s, began to establish their production sitesin Hungary,
being attracted by the offer of low wages—which since then
haveincreased by 20% on average. Having enjoyed fiveyears
of tax privileges, and without leaving any productive infra-
structure—being interested only in assembling parts with a
very cheap labor force—the company cited the cold-blooded
logic of globalization. Arguing that it will lose its “interna
tional competitiveness’ because of Hungary’'s rising (!)
wages, and pointing to its own declining exports, IBM de-
cided to shift its production to a cheaper production site in
Asia. Thus more than 3,700 Hungarians were thrown into
unemployment—not counting the many smaller firmswhich
depended on the IBM production site.

The EU Commission has announced that it will not allow
Hungary to continue its tax privilege policy after entry into
the EU. Thiswill make the bad situation worse; Hungarians
now realize that many more foreign corporations, under the
EU tax guideline, will beleaving Hungary in search for ever
cheaper labor and production sites.
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Lyndon H. LaRouche, Jr.

How To Reconstruct i
A Bankrupt World | A

Mr. LaRouche delivered the following address to a public
event sponsored by Schiller Institute on Dec. 12 in Budapes
Subheads have been added. The audience of 120 people
mained for three hours of discussion.

My dear friends: | am so glad to be here again, and to see yol
The subjectonwhich | shall speak tonight, is an extremely
important one, for you, and for the world. It would be more
customary, in these matters, for public spokesmen to descri
the situation to you; and | shall not do that. | explain my!
procedure, before giving my presentation. I
The British actor Sir Lawrence Olivier was, in my opin-
ion, one of the worst professional actors in modern history
At some time near the end of his miserable life, he was ask
by a British reporter, what caused people to wish to becom
actors. And he said to the reporter, “Look at me! Look at me!”

He, like many politicians, wishes to be admired in his bod
and person, like some object on stage. Lyndon LaRouche in Budapest: “A leader for a time of crisis must

Now, whereas in contrast, if some of you have studiedt only have a sense of personal immortality, they must have

. . appropriateknowledge And the first level of knowledge they must
ancient Greek drama of the Classical method, and seen sorggpress, is the knowledge to communicate to people generally,

of the great Classical drama in good performances in youfyhat leadership means. That is, to show people timycan

lifetime, the great Greek tragedy was performed in an amphijudge who is, or is not, qualified as a leader for a time of great

theater by actors wearing masks—very large masks. Yod@risis.”

could not see the face of the actor; the actor came on stage,

and he would play different parts at different times—behind

the same mask! And the audience followed the drama very For example: If you're a grandparent, or a parent, hov

clearly, and often with great passion. Because they did notvould you judge the interest of your country? You say, “What

seethe actor on stage; they saw the drama on the sthge will the future bring to our children and grandchildren?” If

their imagination. you're wise, you know we all die. If you die, what is the
When people communicate Classical poetry, Classical meaning of your life? Are you a dog, a cat, a fish? Or, are yol

drama, to you, you don’t sekemuntil after they’ve finished. something else? Are you tloeitcomeof your life—what you

Your only image of what they've done, inside yourself, you =~ make happen in the future? The future of your nation, the

knowthe image. A bad actor, a bad politician, like Sir Law- future of civilization: Thatis you.

rence Olivier, gives you an opinion; he does not give you the Now, the problem in politics, is, very few politicians have

experience of generating knowledge in your own mind. It'sa sense athatkind of personal immortality.

like the poor musician, who is well-trained, but he can only Let me be very frank with you about this business. Let

perform the notes; he can not perform the music. me speak of a predecessor of mine, a former President, Bill
Now, in politics, it's the same—real, serious politi¥au  Clinton, of the United States. Bill Clinton was one of the most

are the subject of the drama. The suffering of the world, igntelligent Presidents we've had in the 20th Century. But he

yoursuffering. The tragedy of the worldy®urtragedy. Itis  was also a failure—not merely because of that girl; that was

not a fantasy painted on a wall; ity@urexperience. Now, if minor. He was a failure, because often, when he came to a

itisagood piece of knowledge, your experience of knowledge point of a decision, and he knew that this decision was impor

isn't merely what you are experiencing at this moment; you'retant for humanity, he sacrificed humanity for the sake of either

experiencing the future as well. his vanity, or his short-term personal advantage.
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Most leading politicians in the world are as bad, or far
worse, than Bill Clinton. They have no sense of immortality.
For example, likearesistancefighter, or aleader inwar: What
ishisor her interest?

Jeanned’Arc: theQuality of Real L eader ship

Let's take a case, the famous case of Jeanne d'Arc of
France. Jeanne d’' Arc was well-educated, actually, morally,
and shehad aninspiration. With great determination, shewent
to the stupid King of France. What she said, in effect, to this
King, is. “Stupid, foolish King: God sent meto tell you to be
areal King, not afool.” Her conviction wasso strong, that the
King consented to give her authority to lead his troops. He
thought that would get rid of her. (Thisisthe actual record of
the case; thisisnot astory, thisisthetruth.)

But she won the war! It was hard to get rid of her. All of
the other commanders had failed; she won the war. Then the
King betrayed her, and let her be captured by the evil British,
the Normans. They sought to destroy her. She could either
cringe and discredit herself, or be killed. She refused. After
vacillating once, she refused. She was burned aive. She was
burned twice: They put her inside the fire, they set the fire,
and then opened the flamesto seeif she was cooked yet. And
when they saw that she was already dead, they put the wood
back, and completed the burning.

Her courage, and the injustice she suffered, roused not
only France to throw the British out, but also aroused the
councils of the Vatican to restore a Papacy which had been
destroyed. For which sheis revered today by all who know,
asimmortal.

Did shewaste her life? She died young. Or, did she spend
her life wisely?

Now, thisisamessageto all of us, asto how to order our
life. Our mortal life has a beginning, and an inevitable end.
What, then, is our immortal interest in being aperson? All of
theleaders of society, especially intimesof crisis, areleaders
because they measure up to some approximation of that stan-
dard. And in good education, especialy good moral educa-
tion, we educate our children, and others, to understand that
principle of immortality. And asin the case of the New Testa-
ment Parabl e of the Talents, one saysto the children, “ Do not
waste your talent. Do not waste your life. Spend it wisely for
animmortal purpose.”

In our civilization, all persons who radiate that sense of
immortality to others, have atouch of immortality. However,
that quality, by itself, is not sufficient in aleader of a nation
in a time of crisis. A leader for a time of crisis must not
only have a sense of personal immortality, they must have
appropriate knowledge. And thefirst level of knowledge they
must express, is the knowledge to communicate to people
generaly, what leadership means. That is, to show people
how they can judgewho is, or isnot, qualified as aleader for
atimeof great crisis.

Now wearein atime of great crisisof al humanity. This
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is, infact, aperiod of agreat Classical tragedy—atragedy in
the sense of Classical Greek tragedy, or of Shakespeare's
tragedy of Hamlet, or the great tragedies of Friedrich Schiller.
And that’swhat | shall deal with here tonight.

A Systemic Crisis

What we face is not merely afinancia crisis. Thisis not
a cyclical crisis; it is a systemic crisis, which will decide
whether or not European civilization plungesinto aprolonged
dark age, or survives. Beginning approximately 1964, in par-
ticular, and thereafter, European civilization, radiating from
Britain and the United States, turned rotten. | see by your
ages, that many of you here can remember the relevant facts.
Prior to 1964-71, the standard of civilization was produc-
tion—the production of themeans and conditionsfor the per-
petuation and improvement of human life. We prided our-
selves on the ideathat the individual should be respected for
the useful contribution they made to the needs of humanity—
each in their own way. The individual, so seeing himself or
herself, had self-respect.

Then, about that time, the United Statesand Britainled in
a process of moral degeneration of all European and world
civilization. It occurred in the context of the U.S. launching
an Indo-Chinawar, from which the soul of the United States
never returned. It was expressed by the Wilson Administra-
tion in the United Kingdom, which engaged in an orgy of
destruction of thephysical production of industry and agricul -
ture in that country. On both sides of the Atlantic, there was
spread the so-called “rock-drug-sex youth counterculture,”
which engaged in the direct moral destruction of, especialy,
university-age students of that period. Evil peoplelike Zbig-
niew Brzezinski preached “post-industrial society,” “ end of
agricultural-industrial society.” They preached the pagan
kind of nature-worship called “ecology.”

A worthless Soviet system destroying itself is a part of
this. Y ou had agentleman whose nameisknown toyou, Lord
Kaldor (who's part of that collection of the Martians, from
here, who come from the tradition of the Bela Kun dictator-
ship). He became a British Lord, and his daughter became a
witch! And they spread this doctrine, by way of Laxenberg,
Austria, intothe Soviet system. And among circlesof aperson
known to you, but now deceased—Andropov, Y uri Andro-
pov—the Soviet Union led in destroying itself inside. And
he was a creature of the Comintern faction, of, also, some
Hungarians! John von Neumann was a product of this; his
systems analysis, otherwise the system of destruction. Leo
Szilard was one of the most evil fanatics for nuclear war that
ever dlithered across the planet.

In the 1970s, Kissinger and others proposed genocide
against Africa, on the assumption that there were too many
Africans, and they would use up the African natura re-
sources which the United States and Britain might need in
the future.

Now, that should refresh your memory, asto what we're
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LaRouche' sremarks on the history and position of Hungary in
Europe, provoked controversy in Budapest.

dealing with. So, systematically, we havedestroyed thecivili-
zation based on production, as it had been built up prior to
1974. The United States destroyed itself from inside, inten-
tionally. We destroyed ourselves with free trade. We de-
stroyed ourselves with deregulation of essential infrastruc-
ture. We created windmills to replace nuclear plants—and
we wonder where Don Quixote is today! We systematically
destroyed people in our own nations, by economic and re-
lated means.

ThePrincipleof Classical Tragedy

There are many examples of this kind of problem in the
history of tragedy—of real tragedy. Real tragedy always oc-
curs, when a people consents, by consensus, in destroying
themselves. It is not leaders who cause tragedies; it is the
people themsel ves which cause the tragedy.

L ook back for just amoment to the Classical tragedy, asa
matter of principle. Look at the caseof Shakespeare’ sHamlet.
Now, think of the connection between two soliloquys from
that play: one, Hamlet’s Second Act soliloquy, or what ap-
pearsas“What apeasant rogueam|”; and the second of those
solilogquys, the famous Third Act “To be, or not to be.” In
short, what does Hamlet say in that Third Act soliloquy, “To
be, or not to be"? . ... What is he redly saying? He says,
“Well, | can fight"—heis akiller. He kills on the whim! He
is not the effete person that Sir Lawrence Olivier tried to
portray himto be. He'sakiller!

But then, he trembles. What did he tremble in front of ?
Thefear of death?No: thefear of immortality. And what does
he do? He said, “I have no choice but to follow the road of
folly, drivento folly by my fear of immortality.”

Andthenwecometo thelast sceneof the play. Thecorpse
of Hamlet is being carried offstage, with the other corpses.
Hamlet’s successor says, “ Get on with the war!” And Ham-
let's friend, to one side, says, sadly, “Let us pause, while
this experience is fresh in our mind, that we don’t repeat

44  Feature

thisfolly.”

Then contrast this figure of Hamlet with that of Jeanne
d Arc: What's the difference? In Hamlet, you had a person,
who’ s put into aposition of leadership, who out of fear of the
idea of immortality, allows the corruption of his society to
proceed unhindered. Jeanned’ Arcintervenesin history, amid
atragic unfolding of slaughter, between France and England,
and el sewhere, toinspireFrance, and alsotoassistininspiring
the Papacy, to solve this problem of civilization.

So, for this tragic situation, this immediately inevitable
collapse of the system in its present form, | have to ask you,
and others around the world, to start demanding |eaders, who
arenot part of atragedy, your tragedy. Inthisworld situation,
we have—likethe Roman Empire, it’ sthe American Empire,
the Anglo-American Empire: That’s the world today. People
all over Europe tremble, “What did the American Embassy
say?’ “ Should | divorce my wife? What does the American
Embassy say?’ What tyrants! But, you are subjects. You're
inaBalkan state, amid aEurope, whichisaEuropeof coward-
ice! We have Americanswho arecowards. WehaveaBritain,
which isruled by the husband of Cherie Blair.

The world is acting like a Ship of Fools, on the way to
destruction, and somefoolsaretelling other fool sto accept the
system. What isthe system, from the standpoint of European
history? Toward the end of Rome's Second Punic War,
Rome' s character shifted: It shifted from anation of produc-
tive peasants, largely—farmers—to becoming, not a pro-
ducer society, but a consumer society, without benefit of
credit cards! Rome lived, by looting the world it subjugated:
It murdered and looted most of the people of most of that
Roman Empire world, into a state of destruction. And then,
Romeitself was destroyed.

And then, we had another abomination, called the Byzan-
tine Empire, until it destroyed itself, in a similar fashion.
Then we had the Venetian Empire, which ran feudalism,
which dominated Europe until past the Treaty of Westphalia
of 1648.

And now, the world is dominated by a bastard child of
Venice: Anglo-Dutch liberalism, asystem, inwhich countries
are controlled, not by their governments, but by central bank-
ing systems, which represent financier oligarchies of the Ve-
netian tradition.

InClassical Greek and Christian civilization, thestandard
of morality in government, isthe so-called “ general welfare”
or“commongood,” calledin Greek agape. Therefore, aswe'd
established withthemonarchy of L ouisX | in France, of Henry
VIl in England, and in other cases, asinthe U.S. Preamble of
the Constitution, no government is legitimate, unless it is
efficiently committed to promote the general welfare, of al
of the people, living and their descendants.

The leading opposite tendency today, the anti-agape
tendency, is the tendency of Thomas Hobbes and John
Locke. In John Locke, who is the leading exponent of the
doctrine of Anglo-Dutch liberalism, the doctrineis property.
The argument is, that the financier has the right to a certain
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Jeanne d’ Arc’ s sublime character, her sacrifice for the good of the
nation, stand in stark contrast to the tragedy of Hamlet, who failed
to take leadership, out of fear of theidea of immortality.

yield on his capital, no matter how many people he has to
kill, to get it.

What IsWealth?

Now, to come to my crucial, concluding point, on this
issue: How does man produce wealth? And, what iswealth?
Without cheating, by looking into the Bible or something,
what is human nature? Imagine you're a bunch of illiterate
savages on some island someplace, with no knowledge of
history: What is the difference between man and a beast?
Beasts can learn, but, only a human being can discover, and
transmit knowledge of, a universal physical principle of the
universe. If man were a beast, man would be like a higher
ape, like a Lord Bertrand Russell, or Henry Kissinger, or
Zbigniew Brzezinski. Because, man, on this planet, were he
a higher ape, would never have exceeded a population of
several million people, under any known condition on this
planet. Just to prove that Henry Kissinger, and all ecologists
are liars: The fact is, the latest report is, there are on this
planet, presently, 6.2 billion people!
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How did it happen? Not by breeding. It took more. Man
is capable of discovering, and mastering, universal physical
principles, by which man increases hispower in, and over the
universe. By great art, and by great science, we imbue in
children and students, an understanding of this ability to dis-
cover universal physical principles. People so educated, in
Classical culture, in Classical science, ook into the face of
another person, and love that person, because they recognize
in that person, this quality of creativity, which distinguishes
man from the beast.

And there, we understand our immortality. When we gen-
erate, and transmit, discoveries of principle, to our children,
to those who come later, we live forever in the history of
mankind. Our mortal existence is no longer a matter of a
beginning and an end: Our mortal existenceisaplacein eter-
nity, from which we radiate the experience of generations
before us, and radiate our existence into the future. We be-
come theimmortal children of the Creator of the universe.

Now, we have different languages, and different strains
of cultural history. So, how shall we organize our affairs,
among humanity? We should realize that we must communi-
cate with one another, and our culture and our language are
means by which we share ideas: by which we educate our
children; by which we reach back in history, to love those
creators of great art from the past. Thisisthe quality, which
Plato calls, in the mouth of Socrates, agape. Thisisthe same
concept of agapein | Corinthians 13.

Sotherefore, weshould beafraternity of nations, of sover-
eign nations—united by a common purpose for humanity.
Nations are not intrinsically in conflict; war is not a natural
condition of mankind. War isjustified, only when it comesto
defend the possibility of a community of principle, anong
mankind.

All right, so now, what doesthis add up to? We' ve come
to apoint, where the present international financial systemis
collapsing, the monetary system is collapsing. Nothing can
save the financial and monetary system, in its present form.
No power on this planet would be capable of saving this
monetary and financial system—and, no power in the uni-
verse would wish to do so. The question is, we have to save
the economy, as a physical economy, for the people and for
the nations.

People today are infected with silly ideas—you know
them. They say, “Y ou can’t change popular opinion”; that's
what they said in Rome, before it died. We must change
popular opinion. But, you don’t do it just negatively: Asthe
case of Schiller's portrayal of Jeanne d’ Arc illustrates the
point, you must inspire people with love, to desire to free
themselves from the degradation of popular opinion, and
to demand leaders, who are committed to the principle of
immortality. A national leader, who's not committed to im-
mortality, is not capable of morality, in response to the
challenges of this time.

| ask you, to see these things on the stage of your own
imagination—and now, | shall return to my sesat.
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Lyndon H. LaRouche, Jr.

The Science of
Physical Economy Today

The following is Mr. LaRouche’ s speech to a workshop on
“The World Economy in Crisis. Need for a New Bretton
Woods,” at a conference on Dec. 12 organized by the Com-
mittee on Finance of the Hungarian Academy of Sciences
(HAS) in cooperationwith theinternational Schiller Institute
and the Hungarian Economic Association. The conference
took place in the Protocol Room of the Ministry of Finance.
The initiator and organizer of the meeting was Prof. Béla
Csikos-Nagy, member of the HAS, chair man of the Committee
on Finance, who was unable to attend. The moderator was
Prof. TamasBacskai, DSc. Among other swho spoke, wasDr .
Nino Galloni of the Italian Ministry of Labor.

As seen from the U.S.A. today, we are in the terminal phase
of a physical-economic collapse of the presently bankrupt,
post-1971 fl oating-exchange-rate monetary-financial system.
Inside the world’ sleading power of the moment, the U.S.A.,
the Federal Reserve System is conducting desperately infla-
tionary measures modeled in fact on the celebrated German
hyperinflationary program of June-November 1923. Typical
of the situation: 46 of the 50 U.S. Federal states are currently
either bankrupt, or nearly so; the last significant remains of a
ruined U.S. rail system could vanish, unlessthe President and
Congress make sudden and radical changes in U.S. policy;
theU.S. air-traffic systemisat the brink of agenera catastro-
phe; theleading U.S. banksareessentially bankrupt, and giant
real-estate-mortgage bubblesarenow ripefor burstingin both
poor Cherie Blair' s United Kingdom and the U.S.A.

| must warn you that, at the present moment, neither the
U.S. government, the Federal Reserve System, nor theincum-
bent leadership of either the Republican or Demacratic par-
ties, have any competent commitments to deal with tectonic
monetary and financial developments of the coming severa
months. | can not promise that those institutionswill cometo
their senses, but | have strong reasonsto believe that remark-
able improvementsin thinking might occur, even rather sud-
denly, just as we have, recently, averted a threatened new
MiddleEastwar, if only temporarily. Therearegrowing num-
bers of leading U.S. circles inside and outside government
who recognize the nature of the situation. For the moment,
the problem remains, that the topmost strata of the relevant
authoritative institutions, even among most of those who
agree with my proposed reforms, are so far unwilling to take
the available stepswhich could, in fact, bring therising crisis
under effective control.
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Three conclusions are to be examined in defining what is
in fact apresently global, historic disaster.

Firgt, aslong asthe U.S.A. and other leading nations con-
tinued new, utopian trends in military, cultural, economic,
and monetary policies launched during the 1964-1982 inter-
val, the world was headed toward something which is not
merely anew cyclical crisis, but afina breakdown, a break-
down built into the axiomatic assumptions underlying the
world’ spresently hegemonic, 1971-2002, floating-exchange-
rate form of monetary-financial system.

Since the Fifteenth-Century recovery of European civili-
zation from the preceding Fourteenth-Century collapse into
a New Dark Age, globally extended European civilization
had repeatedly plunged itself into long periods of religious
warfare and other disasters, but, until crisis devel opments of
the 1961-1971 interval, that civilization had always emerged
from threatened disasters as a society defined by goals of
production. The adoption of these goals led repeatedly into
developmentsin an overall upward direction. The net effect
of changes which have taken over long-ranging trends, since
the 1964-1982 interval, has been anew kind of systemwhich
must haveled toward ageneral collapse of European civiliza-
tion over a period of between one and two generations. A
generation and a half later, that culturally-driven collapseis
occurring asageneralized physical-economic collapse of the
world's presently hegemonic monetary-financial system.

Second, although the existing monetary-financial system
ishopelessly bankrupt, the world economy could be rescued,
and along wave of real growth could be begun quickly, but
only under areturn to aproduction-oriented, fixed-exchange-
rate monetary system modeled upon the U.S.-sponsored Eu-
ropean economic reconstruction of 1946-1958. In other
words, without areturn to something resembling that Bretton
Woods model of fixed-exchange-rate, protectionist mone-
tary-financia system, theworld asweknow it will be quickly
doomedtoaplungeinto aprolonged new dark agethroughout,
at least, most of Europe, Africa, and the Americas.

Third, any successful effort to reverse the effects of the
recent thirty-odd years degeneration of the economies of Eu-
rope, the Americas, and elsewhere, will rely upon long-term
capita-intensive investments, chiefly in basic economic in-
frastructure. These will be investments, largely financed at
between 1-2% simple interest, much of which will be over
spans of from one to two generations: 25-50 years. Most of
the initial capital required for this can come from nowhere
except theuseof long-term credit created by sovereign nation-
states acting as leading trading partners.

Thiscould be doneonly under amonetary system of fixed
exchange-rates, probably requiring a new balance-of-pay-
ments reserve-system pricing monetary-reserve gold at about
$1,000 per troy ounce, or higher.

In somerespects, thehistory of modern Europeanciviliza-
tion's earlier recoveries from crises, points to the leading
measures needed tolaunch ageneral economic recovery now.
Some steps in that direction are now being crafted in regions
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Lyndon LaRouche (center) addresses the meeting at the Finance Ministry in
Budapest on Dec. 12, organized by the Committee on Finance of the Hungarian
Academy of Sciences, the Schiller Ingtitute, and the Hungarian Economic
Association. Inset: Dr. Nino Galloni of the Italian Ministry of Labor, who spoke on
“ Europe’ s Contribution to the New Bretton \Woods.”

of Asia. In my estimation, the presently proposed reforms of
the world system are movements in an excellent direction,
but nonetheless till lack certain crucial elements of success.
What must be added is anew understanding of theindispens-
ablesymbioticrelationshipwhich Colbert, Leibniz, Benjamin
Franklin, Alexander Hamilton, Friedrich List, and Henry C.
Carey saw, between therole of the nation-statein large-scale
development of both scientific progress and basic economic
infrastructure, on the one side, and, complementing that, a
technology-driven quality of privateentrepreneurshipinwhat
is sometimes called the Mittel stand, in agriculture, manufac-
turing, and related spheres.

During the coming two generations, probably half of the
total allotment for national economiesin their entireties, will
be dedicated to developing and maintaining such forms of
large-scal ebasi ceconomicinfrastructureaspower generation
and distribution, large-scale water management, land recla-
mation, mass transportation, urban infrastructure, and forms
of universal health-care and educational facilities and pro-
grams. These infrastructure programs will be the principal
immediate stimulusfor urgently needed recovery and expan-
sionin productive formsof employment, and will betheprin-
cipal foundation for large-scale growth in employment in ag-
ricultural, manufacturing, and comparabl e entrepreneurships.

Typical of the great opportunities for global economic
renewa and expansion, is the prospect of greatly expanded
trading rel ations between Western and Central Europe, onthe
one side, and the presently ongoing emergence of a great
Eurasian development effort being built up in Asia through
the initiative of a strategic triangle of cooperation centered
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now among Russia, China, and India.

| emphasize that the possibility of a genu-
ine, sustainable economic recovery from the
presently ruined state of the economy, re-
quires long-term, large-scale investments,
largely by public credit, over a period of one
to two generations. We must learn the lesson
of President Franklin Roosevelt’sU.S. recov-
ery and build-up during the 1933-1945 inter-
val; we must do something similar, but, this
time, onalarger andlonger-term, global scale.

Can Economics Be a Science?

How, then, can we be certain that our
choices of long-term investment will not be
mistakes? The answer to that is: We must put
thestudy and application of ascienceof physi-
cal economy in the foremost position in the
economics departments of our universities
and in the shaping of policies of and among
governments. We must abandon the mistake
of designing economies to meet the utopian
reguirementsof radically monetarist schemes,
and revive the intent of those, such asthe au-
thors of the U.S. Federal Constitution’'s Pre-
ambl e, to design monetary and financial systemswhich steer
production and investment into directionswhich promotethe
general welfare in and among nations.

Now, as on various earlier occasions, to illustrate what
that means in practice, | have asked my audiences to focus
upon certain practical implications of my proposals to de-
velop anetwork of mass-transport-focussed economic devel-
opment corridorsacrossEurasia, from Franceto Pusan, across
Siberia and through China, India and Southeast Asia, into
Japan, and beyond. These are corridors of between 50 to 100
kilometers width, which shall contain within them power,
water, centersof urban devel opment, and agriculture, mining,
and manufacturing. Look at two fascinating internal features
of such a Eurasian Land-Bridge development. Look at the
vast mineral and related resources locked up in arid regions
or tundra, which are presently not efficiently accessible. Fore-
seeable developments within the framework of that Land-
Bridge will make these efficiently accessible. This develop-
mentwill havethelawful, included net effect of moving goods
from Pusan to Rotterdam far cheaper and quicker by high-
speed friction-rail or magnetic levitation transport than by
ocean-going ships.

Obvioudly, in committing ourselves to such large-scale
development programs over oneto two generations, we must
know in advance what long-term, global effects we are pro-
ducing. For this purpose, let us look at what | have just said
about the regions of Central and North Asia from the stand-
point of Vladimir Vernadsky’s concept of a Nodsphere.

Although Vernadsky’s work had no part in the original
development of my discoveries in the science of physical
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FIGURE 1

Eurasia: Main Routes and Selected Secondary Routes of the Eurasian Land-Bridge
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LaRouche' s program calls for the initiation of development corridors along the Eurasian Land-Bridge, which shall contain within them
power, water, centers of urban development, and agricultural, mining, and manufacturing.

economy, there is nothing in his argument with which | dis-
agree, asfar ashe goes. To derive aneeded economic science
appropriate to Vernadsky’ s work, we must apply the princi-
plesof aRiemannian physical geometry to economy aslarge-
scal e social-economic systems, but must also locate the func-
tion of themind of the needed type of individual privateentre-
preneur more precisely. The following summary of my view
of the present great relevance of Vernadsky’s work for the
development of a Eurasian Land-Bridge, permits me to state
the case for physical economy within the constraints of this
present occasion.

Now, to make those points respecting long-term forecast-
ing, inthis concluding portion of my report, | shall now focus
on summarizing briefly, in succession, five, functionaly in-
terrelated, crucia topics of a science of physical economy.
First, | show how | situate the lessons of Vernadsky’s notion
of Biosphere and Notsphere within a science of physical
economy. Second, the role of the private entrepreneurship of
the Mittel stand type within modern physical economy. Third,
the relationship between the nation-state’ s role in basic eco-
nomic infrastructure and the increase of the productive pow-
ers of labor, and capital investment, in the private sector.
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Fourth, | refer to Vernadsky’s concept of the Nodsphere to
identify, as Leibniz did, the urgency of basing the role of
human nature in the economy on rejecting the bestial mis-
definitions of human nature associated with Hobbes and
Locke. Finally, | emphasize the key to all competent long-
range economic forecasting, in whichwemust at last abandon
those medieval methods of Claudius Ptolemy’ sfailed astron-
omy, infavor of applying instead the modern scientific meth-
odsof forecasting introduced by Johannes K epler and hisfol-
lowers.

Vernadsky’s conceptions of Biosphere and Noosphere
should be made obligatory studies in all training of econo-
mists for the relevant missions before mankind today. Not
only did he lay the basis for approaching more rigorously
problems such as the long-range economic development of
the vast tundra and arid regions of the Asian continent. His
development of those conceptions conveys to the student of
economics an efficient sense of the proper meaning of the
term “physical principle’ in the successful aspects of the de-
velopment of al modern experimental notions of physical
science. Thisview of thedefinition of physical principlefrom
the standpoint of the work of Vernadsky providesthe serious
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forecaster a means of escape from the disastroudly failed,
post hoc ergo propter hoc statistical folliesof such celebrated
figures as Professor Milton Friedman.

Vernadsky dividestheexperimental evidenceof universal
physical principlesamongthree categorical types. First, those
effectswhichtheexperimental standpoint of physical chemis-
try defines as reflections of abiotic principles. Second, those
effectswhich physical chemistry defines as products of anti-
entropic universal principleswhich are produced only by liv-
ing processes: the Biosphere. Third, those anti-entropic ef-
fects which are produced only by what Vernadsky terms the
“noétic” powers of the individual human mind: the “Noo-
sphere.” For Vernadsky, geobiochemistry showshimthat life
is cumulatively more powerful an influence for cumulative
changes in the physical universe than abiotic processes, and
that the“ noétic” powers of the human mind are cumulatively
more powerful than those of biology assuch. Thisistheview
to be applied to forecasting long-term effects of adopted poli-
cies of economic development within the tundraand arid re-
gionsof Asia, for example.

Clearly, Vernadsky’ swork must be featured in any train-
ing in the science of physical economy today.

To understand the role of the Mittelstand entrepreneur,
we must define what Vernadsky chooses to name “noésis,”
the“ nogtic” principle. Hereisthe point at which the devotees
of so-called historical materialism have usually begun
screaming theepithet “voluntarist” at me. Vernadsky usesthe
Greek terms “noésis’ and “noétic” as appropriate choices of
synonymsfor Plato’ s use of “hypothesis.”

Tointroducethenation of “hypothesis’ to studentsonthe
university level today, | have found it best to focus upon the
Classical Greek geometry’ sprecedentsfor Carl Gauss' s1799
report of his original discovery of the fundamental theorem
of algebra, inwhichhecorrectly providesaphysical definition
for the complex domain, in refuting the mistaken views of
d’ Alembert, Euler, and Lagrange. Those associated with me
in introducing this matter to students, emphasize the connec-
tionto Plato’ sargument in hisMeno and Thaeatetusdia ogues
and the Archytas solution for the doubling of the cube by
construction. | combinethiswith the case of Kepler’ sdiscov-
ery of universal gravitation, Leibniz’ s catenary-based defini-
tion of a principle of universal least action, and Riemann’s
deriving ageneralized, anti-Euclidean physical geometry, as
the physical -science-based definitions of “noésis,” “ hypothe-
sis,” and “ cognition” used by me.

These examplesof creativity arethe basisfor afunctional
definition of “creativity” employed in a science of physical
economy. This, inturn, situates my definition of the“volunta-
rist” role of the typical entrepreneur in increasing the per-
capita physical value of the productive powers of labor in
society. That entrepreneur’ s characteristic roleis an offshoot
of the same function performed in the partnership between
the original discoverer of an hypothesized universal physical
principle and the team of designers of crucial-experimental
processes by which those hypothesized principles are given
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the quality of test which Riemann defines as a unique experi-
ment. In my writing | have emphasized the way in which
technologies are derived from the implications of unique
qualities of experiment, as the typification of the machine-
tool sector of the Mittelstand.

So, the educational development of cadres of persons
qualified in the scientific/engineering domain of unique ex-
perimentation, is the crucia driver for the increase of the
productive powers of labor-in-general, in design of products
and of productive processes. This is true for agriculture as
for manufacturing, and for engineering in the domain of
public basic economic infrastructure. This connection, as
reflected in such roles within the Mittelstand, is the exempli-
fication of the way in which “noésis’ transforms the world
and its physical economy, from lower to higher states of
the Noosphere.

However, much of the net increase of the productive pow-
ers of labor within private enterprises, for example, is gener-
ated from outside particular private entrepreneurship, asin
improved transportation systems, for example. Take the case
of thedevel opment of theinfrastructure of the Eurasian Land-
Bridge as an example of this. The action of movement of
goods by ship does not increase the intrinsic value of the
goods shipped. However, when land routes as such become
economically interactive with transport, the net cost of trans-
port from Rotterdam to Pusan may even be negative: thein-
crease in wealth generated as a by-product of interaction be-
tween transport and production along theroute, will beamong
the principal sources of gain from the operation of the Land-
Bridge as aland-route of high-speed transport.

The discovery and realized application of anew physical
principle, isthe typical action which sets the human species
categorically apart from and superior to al other living spe-
cies. It is cooperation rooted in this specifically human qual-
ity, which separates human beingsfrom such creatures of The
Island of Dr. Moreau as the sub-human creatures of Hobbes'
and Locke' sphilosophy. Thispointiswell illustrated by con-
sidering the effects of Kepler’ soriginal discovery of gravita-
tion, as detailed in his The New Astronomy, with theintrinsi-
cally failed Aristotelean, post hoc ergo propter hoc systems
of Claudius Ptolemy, Copernicus, and Tycho Brahe.

Thefact that Kepler’ smeasured orbit wasneither circular,
and of constantly non-uniform rates of motion, showed that
the Solar System is not ruled by kinematic ricochets, but by
principleswhich predeterminethelawfully defined future po-
sition of the body. That is the lesson which must be used to
rehabilitate today’ s economic statisticians, and to bring the
matter of forecasting the effects of willfully variable human
behavior under the domain of science. | attest, that competent
long-range forecasting, in which | have excelled during the
recent several decades, follows the model of Kepler’s treat-
ment of long-term orbits, not thefailed, post hoc, ergo propter
hoc of al too many, much too celebrated recent statistical
forecasters.

Thank you.
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[srael Elections: Sharon May
Sink in Likud Money Scandals

by Dean Andromidas

Speaking of “adding hope to the United States’ Middle East ~ Schemes, To Steal an Election for Sharon.”
agenda” in Washington on Dec. 12, Secretary of State Colin
Powell announced a new $29 million program aimed at proHow ‘Mideast’s Only Democracy’ Works
moting “democracy” and open economic policies throughout  On Dec. 8, the 3,000-member Likud Central Committee
the region. The program did not aim at Israel, however, he  held its convention to elect candidates for the Jan. 28 gener
said, because it is the “Middle East’s only democracy” andKnesset election. The event was described in the Israeli daily
therefore not in need of political reforms. Ha'aretz as “a spectacle that looked like a cross between a
Israel's current general election campaign, thereforeTurkish bazaar, a Nigerianriot,and a Hamas funeralin Gaza.”
should serve as an example of democracy in action; a cam-  The committee deliberated on who willbecome Israel’s futur
paign where war and peace should be at the center of politicdwmakers amid reports of cash payoffs, fist fights, and bal-
debate. On one side is Prime Minister Ariel Sharon, whose lot fraud.
policies have led to two years of the worst bloodshed in the  Under the Likud party’s “democratic” system the Central
region’s bloody recent history, and whose backing from the Committee elects candidates to preference slots from 1 t
war party in Washington threatens to allow Israel to ignite thel20. While Sharon and former Prime Minister Benjamin Ne-
Clash of Civilizations between the Muslim world and the  tanyahu (currently Sharon’s Foreign Minister) were named
West. On the other side is the Labor Party’s Amram Mitzna,automatically to the first and second slot, the competition for
like Sharon a retired general, who hopes to revive the peace  the restwas feverish, because those who did not reach the
policies of slain Prime Minister Yitzhak Rabin. Paralleling 30 slots were unlikely to enter the Knesset. This democratic
Mitzna’s efforts are those of the rest of the peace campledby  processwas notopen to the pglesa;déimtorrespondent
the dovish Meretz party and the Israeli Arab parties. SincéAri Shavit managed to infiltrate the event, and reported:
Sharon won the Likud party primary, the international media ~ “Anyone who has managed to sneak into the completely
has been pushing the line that he, enjoying the unprecedentetbsed area of Booth 26 understands exactly why the media
backing of President George W. Bush, will easilywinaland-  was not allowed to enter: the Likud has no interest in having
slide victory as the “strong leader” Israelis are said to want. the public see howthe large intestine of its internal democracy
But generally missing from this coverage, isthe factthata  functions. It has no interest in having the public see the de
major election scandal threatens to expose the “Middle East'®nse minister and finance minister of the State of Israel sweat-
only democracy” as a banana republic. Israeli police have ing and frightened as they kowtow to the odd collection of
opened an official investigation into the internal Likud elec- Central Committee members. Or to see . . . Pnina Rosenblum
tions for the party’s list of candidates for the next Knesset  [the “cosmetic queen of Israel”], deeply cleavaged, sitting for
(parliament). Police have already arrested four party officialfiours on a high chair at the entrance and bending over to every
amid reports of cash payoffs, vote manipulation by organized delegate who enters before planting two wet kisses on h
crime elements, and kickbacks. The dirty trail leads directlycheeks. Or Deputy Minister [Naomi] Blumenthal standing
to George Bush’s “good friend,” Ariel Sharon. Itdramatically ~ barefoot on a stainless steel slate that rests on a cardboar
confirms theElR exposeof Dec. 13, “Exposed: Dirty Money carton, distributing seductive smiles in all directions.”
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After the convention, the press trumpeted a great victory
for the extreme right wing of the party, the camp of Netan-
yahu, Sharon’shig rival. But acloser look at thelist revealed
that among the top 30 candidates were a nightclub cocktail
waitress—whose father is a suspected crime boss—atire re-
pairman, and figures hitherto unknown to Likud politics.
Ha' aretz, referring to the striptease artist Cicciolina el ected
totheltalian Parliament inthe 1980s, wrote: “ The 16th Knes-
set will include some Likud representatives whose candidacy
isaslegitimate astheltalian Stripper. . . . These peoplerepre-
sent a phenomenon that stands to undermine the status of
Israeli politicsand public ethics. . . . The Likud Central Com-
mittee must provide aconvincing answer [as] to why it chose
asitsemissariesfor national leadership, atire-repairer, astu-
dent whose family has been under intelligence surveillance
by thepolice, aformer secretary of theprimeminister’ soffice,
aminister’ sdriver, alocal council deal-maker who failed to
pass the civil service exams, and several ambitious young
peoplewhosesol e public experienceishaving spenttwoyears
in the proximity of aminister.” And thelist included Moshe
Feiglin, often called a “Jewish fascist” and “Jewish Nazi,”
whoislsrael’s Meir Kahane of the 21st Century.

Within hours of the closing of the Likud convention, can-
didates who found themselves at the bottom of the list re-
veal ed demandsfor thousandsof dollarsby “votecontractors”
in the Central Committee, in return for votes. One candidate,
Haim Cohen, told Ha'aretz he was asked to pay $70,000,
and another candidate was asked to pay the equivaent of
$200,000. One candidate’ s secretary told Israel’s Channel 2,
that her bosstold her to plaster abumper sticker with hisname
across her chest, and begin to offer sex to Central Committee
membersinreturnfor their votes. But far moreominous, were
revelations that several of the committee members, control-
ling hundreds of votes, were among Israel’s top crime fam-
ilies.

First ArrestsMade

Within daysof these exposés, the | sraeli police opened an
official investigation, and by Dec. 17, madetheir first arrests:
four Central Committee members, including Gil Haddad and
Haim Naim, top party apparatchiksfrom thecity of Lod. Both
were accused of asking for cash—up to $300 per vote—and
both are cronies of Sharon. According to Ha' aretz, Haddad
“is considered a key figure in the Central Committe, who
oftenbragshehasan openlineto PrimeMinister Ariel Sharon.
Hislawyer, Ari Kedri, mentioned that connection during yes-
terday’ scourt hearing asevidence of hisclient’ sgood charac-
ter.” Other arrests are expected.

One candidate, RuhamaAvraham, secretary to Benjamin
Netanyahu as prime minister, reportedly paid the fee, and
although a political novice, won the 18th slot, which all but
guarantees her a seat in the next Knesset and a fat cabinet
portfolio should Likud win the next government.

In former years, supporters at Likud conventions would
welcome Ariel Sharon with shouts of “ Arik, King of Isragl!”
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But at the next convention, shouts of “Arik King of Sleaze!”
will bemoremoreappropriate. The* deal-makers’ inthe Cen-
tral Committee represent the top organized crime familiesin
the country. For Israel’s Al Capones, the real payoff comes
after the elections.

Writing in Ha' aretzon Dec. 17, commentator Amir Oren
called Likud, “Nolonger aparty that hascriminals, but crimi-
nals who have a party. When three high-ranking officials of
the Public Security Ministry—the minister, his deputy, and
his assistant—were all subject to the mercies of the Central
Committee in the struggle over their places on the list, very
few organs of power remained outside of the control of
crime.”

The revelations are biting deep into the fabulous polls
that showed Likud winning over 40 Knesset seats. Sharon’s
advisershave stopped talking about doubling Likud' snumber
of seats, as more and more of its candidateswho found them-
selvesvictimized at thehandsof the Central Committee, make
their way to the offices of the National Fraud Squad. Ha' aretz
wryly commented, “ Only President Bush and hiswar on Irag
can save the day, and so far, he’ skeeping quiet.”

Sharon has responded, as before, by lying his head off
that he knew nothing, and has called on Justice Minister Meir
Sheetrit (who won the number 16 slot on the Knesset list) to
form a committee of party elders to investigate and propose
changes to the primary process. But he cannot escape his
own responsibility. Sharon chose to have the election of the
Knesset list carried out in the Central Committee, rather than
in primaries, involving the whole party membership. He re-
placed the old Central Committee, which wasidentified with
Foreign Minister and former PrimeMinister Benjamin Netan-
yahu, with a committee 60% of whose members were newly
chosen since Sharon’ s primary victory.

The'Big Deal’

According to investigations by Ha'aretz and other
sources, the candidates who made it to the top of the Knesset
list did so because of a“big deal” involving several Central
Committee memberswho were among thetop crimefamilies
in Israel, and who controlled hundreds of votes among the
3,000 Central Committee members. Someof these candidates
arecurrently among the most important ministersin Sharon’s
government, and would aso be in his next government if
Likud should win the elections. Sharon’s son Omri was part
of the“big deal.” But the capo di tutti capi of the Likud, and
of its“big deals,” is Ariel Sharon himself.

The king-makers are led by the infamous Moussa Alp-
eron, the Al Capone of Israel. He has been in and out of
jail and reportedly sits at the head of a criminal empire that
includes narcotics trafficking, illegal gambling, “gray mar-
ket” fi nancing, money laundering, and trafficking in women
for prostitution. Isragl has been cited by the United Nations
andthe U.S. State Department was one of theworst offenders
inthisslavetrade. Nonetheless, the Likud by-lawsdid not bar
him from becoming a Central Committee member with the
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power to choose Isragl’ s future lawmakers.

Working with Alperon was David Appel, a shoddy con-
tractor close to Netanyahu. In 1997 Appel was accused of
involvement in the infamous “ Bar-On Affair,” which almost
landed an indictment against then-Prime Minister Netan-
yahu. That affair involved a conspiracy to appoint Likud
member Roni Bar-On—now number 31 on the Knesset
list—Attorney General, on the promise that he would drop
akickback investigation of one of Netanyahu' s cabinet min-
isters. The other person involved in this affair was Tzachi
Haneghi, who was Justice Minister at the time. All escaped
indictment only because current Attorney general Elyakim
Rubinstein, who had won the appointment instead of Bar-
On, refused to level any indictments. On Dec. 8, Hanegbi
won the highly prized number three position on the Likud
election list. He is currently Environmental Minister, and
only recently escaped indictment again, thistimefor appoint-
ing 80 people to his ministry, who had absolutely no qualifi-
cations for their jobs.

Another member of this powerful circle is the Gavridli
family, whosepatriarchisReuven Gavrigli. Thisworthy orga-
nizes taking planeloads of Israeli gamblersto Turkey, where
he runs a string of casinos. Two of his brothers spent timein
prison for drug dealing, and another, Shoni, runs the Arian
Clubin Jaffa. Shoni’ s daughter might now be ableto go from
beingacocktail waitressin her father’ snightclubtolaunching
acareer in politics after winning the 29th spot, way ahead of
somevery senior Likud membersincluding Jerusalem Mayor
Ehud Olmert.

Then there is the Oz family, whose patriarch is Shlomi
Oz. The family recently took over the Ramat Gan branch of
the Likud, one of the party’ s most important and richest. Not
so long ago, at end of the 1980s, Shlomi Oz was member of
the Alperon gang, for which he managed Alperon’s “debt
collection” company. Together with the Alperons, he was
involved in a plot to counterfeit $2 million, and he served
almost three years in prison. After his release, his fortunes
changed; nolonger was he breaking thelegsof truant debtors,
but was able to earn afortune in the real estate business. He
al so becamethe representative of asecurity company of more
than 1,000 employees, Tzevet Bitahon Ltd., which provides
security to local authorities and public companies. They also
guard Likud's national headquartersin Tel Aviv, and Shar-
on's Office of the Prime Minister. The company’s deputy
director, Erez Halfon, who worked for the company at Likud
headquarters, is now in charge of staging political ralliesfor
Sharon.

TheNext Criminal Generation

Among Oz’ sfreindsisOmri Sharon, thePrimeMinister's
son. Out of this deal, Omri, who only entered politicsin the
last two years as his father's errand boy, got the 27th slot.
Omri earned a spot in the big deal because he helped bring
these “families’ into the Likud. For months he criss-crossed
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Israel, meeting with leading families of various hamulas or
clans among the Oriental Jewish communities, to sign them
up to the Likud. A single hamula could represent a bloc of
hundredsof votes. Many of theseclanshad criminal elements,
who in many cases were their most influential and wealthy.
The Gavrielis and the Alperons represent |eading families of
hamulasand became new membersof the Central Committee.
According to Ha' aretz, one such clan that Omri personally
organized was the Jarusha hamula, a family with a well-
known criminal wing.

After Shlomi Oz took over the Likud branch, Ramat Gan
Mayor Zvi Bar called senior Likud member Moshe Arens, to
tell him, “1 want you to know, the Mafia has taken over the
Likud branch in Ramat Gan.” Arens did not reply, but it is
interesting to notethat Sharon hasnamed Arensto hisinvesti-
gativecommission. Itisan open question whether Arens, who
in the 1970s rescued Netanyahu from a career as a furniture
salesman and launched his career inthe Likud, will act onthe
Ramat Gan Mayor’ stip.

Whilethis sleaze was being spread out in the headlines of
Israel’ s leading newspapers, Sharon went on Israel’s much
watched “Popolitika’ TV show, and with the straight face he
is known to adopt when he islying, said, “When the reports
began appearinginthepress| understood therewasan attempt
to exploit our democratic system. My son, Omri, had nothing
to do with criminal elements who managed to get into the
Central Committee.”

Sharon’s real mob connections, which EIR has exposed
for years, areto the descendants of the old networks of Meyer
Lansky. Compared to Lansky, the Alperons and Gavrielis
are street-corner punks. It was Lansky associate Meshulam
Riklis, among other things a leading casino operator in Las
Vegas, who was one of Sharon’skey U.S. financial backers.
Riklis' protégé, New Y ork businessman Arie Genger, is Shar-
on’s current back-channel to the Bush White House.

L ooking for a $14 Billion Boost from Bush

One wonders whether Palestinian Authority President
Y asser Arafat will now ironically turnthetables, and statethat
hewill not negotiate until Israel’ sleadershipis*reformed” of
its cronyism and criminal elements. New polls reveal that
15% of Likud supporters are no longer so sure that they will
vote for the party; that 19% of Likud voters would support
talks with the Palestinians unconditionally, as Labor Party
Chairman Mitzna proposes; and that Labor could pick up
more than the 26 seatsit holds now.

Sharon is desparately trying to create the impression that
the $14 billion bailout he requested from the Bush Adminis-
tration is already in the bank. He is also trying to neutralize
Mitzna by claiming the Labor Party would reenter a unity
government with Sharon after the el ection, something Mitzna
has always denied. Sharon may sink in the sleaze he helped
create; thequestionis, will the Bush Administration continue
to throw him more lifelines?
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Documents Show Israeli Hand in
Phony Al-Qaeda, Hezbollah, and Hamas

This document was provided to EIR following three press  “Yousef” made a phone call to the Palestinian citizen “B.B”
conferences given by Col. Rashid Abu Shbak, head of the  from the phone number 0096277670253. In this call, Yousef
Palestinian Preventive Security agency inthe Gaza Srip,on  asked “B.B” to keep going to pray in the mosque, and to
Dec. 6, 8, and 10. As reported in last week (EIR, Dec. 20, rent a house and purchase a fax machine and to call the
“Mossad Exposed in Phony ‘Palestinian Al-Qaeda’ Caper,”) number: 055971295. Yousef had made money transfers t
Colonel Shbak released extensive documents to the press atie® mentioned person as well as sending him “Orange” mo-

to the ambassadors and consuls of foreign governments, that  bile phone card “vouchers” and informed him that he inten
detail the efforts of the Israeli intelligence services to createo work with him after they both join the Al-Qaeda organiza-
al-Qaeda cells to claim credit for staged terrorist incidents, tion led by the Sheikh Osama Bin Laden, which aims to-
and thereby to justify Israeli revenge. At a Dec. 10 presswards:

conference in Gaza, the Palestinian Preventive Security ¢ Supporting the Intifada and guaranteeing its acceler-
agency presented “Ibrahim,” the man whom the Mossad hadltion;

tried to use as the recruiter to its fake al-Qaeda cell. » Providing money and weapons to the fighters-muja-

The document below was prepared in English, and is dideen;
summary of evidence the Palestinian security services pos- ¢ Trainingthe fighters-mujahideen to prepare explosives
sess. Colonel Shbak had stated at the press conferences tbadifferent kinds;
the telephone numbers and bank account numbers used in ¢ Recruiting different nets to work for Al-Qaeda to
recruiting the claimed “Palestinian al-Qaeda” cell had beerguarantee the shape of the battle as being Islamic and uni-
traced to Israeli intelligence. versal.

Despite the lack of significant international press cover-  “Yousef” then asked the Palestinian citizen to supply
age of this explosive evidence, aside from this news service, him with names of active and religious members to recru
itis in the hands of governments, including that of the Unitedthem for Al-Qaeda. “Yousef” also asked the Palestinian
States. In publishing this document, we repeat our question citizen to inform him of a way they can use to bring weapon
of last week: “Do these governments have the moral fibeto the Gaza Strip from Israel. He told him that these weapons
to investigate?” are kept with people who work with Al-Qaeda from the

Palestinians inside the 1948 lands, i.e., Israeli Arabs. The
“A Secret Document That Reveals The Involvement Of mentioned person kept contacting “B.B” following the same
Israel Intelligence Service In Forming Cells That Work mentioned goals.
For Each Of: Al Qaeda, Hezbollah, Islamic Jihad And
Hamas|n The Gaza Strip.” Case Two: Hezbollah

Introduction: Following the statements of the Israel In March 2002, an anonymous person called “Abu Al-
Prime Minister, Ariel Sharon, on Dec. 5th 2002, in which he Hassan,” claiming that he is a Hezbollah member from South
claimed that members of Al-Qaeda are present in the Gaziaebanon, made a phone call to a Palestinian citizen “M.SH,”
Strip and Lebanon, the head of the Palestinian Preventive  from a phone with an international number in Germany, an
Security made the decision to reveal the Israeli involvementold him that he intends to support one of the Palestinian
in forming these cells, after keeping this subject as a secret  groups that belongs to Fatah movement. The caller ask
for a couple of months. . . . “M.SH"to send afaxtelling himthe needs of the organization.

Inthis document, we will present some cases inwhichthe  “Abu Al-Hassan” then informed the Palestinian citizen about
Israeli intelligence service supervised the recruitment of cellshe person called “Abu Al-Abed,” who carries amobile phone
inside Gaza in an effortto “afghanize” the Palestinianterritor- ~ number 050704768. The person called “Abu Al-Abed” had
iesas apretexttolaunch alarge-scale war against the Palestinformed the Palestinian citizen of drop points to hand in the

ian people after stigmatizing them with terrorism. weapons and ammunition and explosives in points that were
close to Israeli locations in the south and middle of the Gaza
Case One: Al-Qaeda Organization Strip. Atthat point“M.SH” decided to stop all communication

By the beginning of the year 2002, a person called  with these suspected parties.
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CaseThree: Al Qaeda Organization

In mid-February 2002, a phone call was made from the
number 009618340379, and Jihad Al-Amareen who was|ater
assassinated by Israel, was asked to open a communication
linewith that person who claimed he was speaking on behal f
of the Al-Qaeda organization.

In one of these cases, the Israeli Al-Qaeda agents had
provided a number of items of weaponry that was handed
in Gaza to Jihad Al-Amareen. It was agreed that Jihad Al-
Amareen will recruit cellsthat will work for Al-Qaedaandto
nominate peopl eto be sent abroad to betrained on kidnapping
and murdering on alarge scale. After Jihad Al-Amareen was
assassinated, the same person called one of the people who
were closeto Al-Amareen and asked him to identify the dep-
uty of Al-Amareen to work and cooperate with.

CaseFour: Thelslamic Jihad

On July 12, 2001, an anonymous person made a phone
call from mobile phone number: 055318484, and asked the
Palestiniancitizen“M.KH" togoto Al-Hudamosguein Khan
Y ouniscity, where hewould find aletter behind atoilet cabin
inthemosguetoilets. “M.KH” went to the agreed point where
he found a letter offering him to join one of the Palestinian
organizations, and [offering] to train him on how to use mor-
tarsand explosives.

Thelsraeli intelligence service agent “ Abu Jamal” called
the Palestinian citizen again and informed him about a place
in Khan Y ouniswhere he will obtain an amount of money to
buy amobile phone, and, in addition 50 meterslong el ectrical
wire, and small batteries to prepare for work. “Abu Jamal”
then called the Palestinian citizen for the third time and asked
him to go to the toilets of the Rafah service club to purchase
some material connected to explosives.

On July 21, 2001, “Abu Jamal” asked “M.KH” to go to
the road next to the European hospital where he was guided
through the mobile phone to a place where he found the fol-
lowing: aKalashnikov rifle, ahand grenade, ammunition, and
aletter saying: “Thisisagift from your brother in the service
to protect you.” He then sent him some money that “M.KH”
put behind one of the windows of the building that contains
the Fatah movement office, in front of the Khan Y ounis ga-
rage, next to the Al-Quds girls school.

“Abu Jamal” then sent the sum of 1400 Jordanian Dinars
to the Palestinian citizen to buy a gun. In one of the cases,
“Abu Jamal” sent the Palestinian citizen a large explosive,
who[“M.KH"] inturn, informed one of hisfriends of hisown
fears and doubts about that explosive. Another friend had it
exploded in an empty place.

CaseFive:

This case is about a person who works for the Isragli
intelligence services who claimed he was called “Abu Su-
haib,” and who had contacted a Palestinian citizen called
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“A.M." [*Abu Suhaib"] had provided him with money start-
ing with drop points, and then through money transfers to a
bank account at one of the Palestinian banks. . . . The sum of
themoney received was approximately $7500. “ Abu Suhaib”
then asked “ A.M.” to provide him with information about the
activities of one of the Palestinian organizations, and to also
report about all the events, in addition to recruiting members
to work the military apparatus.

In this case, Abu Suhaib called “A.M.” and told him that
the Preventive Security Serviceisnow aware of their relation
and communications, and asked him to tell the Preventive
Security if they arrest him that it was a contact from Saudi
Arabiaand also to hide the fax machine hewasusing in their
communications.

Case Six:

Thelsragli intelligence service had recruited the collabo-
rator “M.N.” and asked him to join Hezbollah and the Popu-
lar Front for the Liberation of Paestine (PFLP)-General
Command in Lebanon. There “M.N.,” guided by the Isragli
intelligence service would meet a person called “Abu Sa-
mah” in Syria, where “Abu Samah” took him to meet “Ji-
had Jebril.”

When he returned to Gaza, the Palestinian citizen was
ordered by the Israeli Shabak officers to establish contacts
with activists of Al-Agsa Martyrs Brigades, and informed
some of them that he works for Hezbollah. He then asked
some of them to join him in Hezbollah to carry out large-
scale bombing and suicide bombings.

Case Seven:

A contact had taken place between a person who claimed
to carry the name of “Abu Omar,” and the Palestinian citizen
“R.M.” from aphonethat carriesthe number 009613868075.
Omar had told him that he worked for Hamas in the past
and that now he works for Al-Qaeda organization under the
leadership of Sheikh Osama Bin Laden. He aso told him
that he wishes to support the Intifada and help accelerating
its ongoing. He then sent him the sum of $1000 to buy a
computer and afax machine. After awhile, the Isragli Mos-
sad agent “Abu Omar” called “R.M” from the phone number:
0096277970198, and asked him to nominate and recruit a
number of Palestinians who wish to be martyrs. Some of
the contact between the two was made through the Internet.
Some other amounts of money were sent aiming towards
collecting information and recruiting members for outside
parties (definitely Isragli ones,) aiming towards destroying
the stability in the Gaza Strip and creating general chaos.

Case Eight: Al-Qaeda Organization

A phone call was made between “Abu Omar” who
claimed he was calling from Lebanon, and two Palestinian
citizens: “A.S.” and “H.S.” “ Abu Omar” asked both Pales-
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tinian citizens to travel to Turkey to be trained to use ad-
vanced weaponry, and to say that they were going on a
business trip.

“Abu Omar” sent them money in different payments to
cover their correspondences end expenses. The wire transfer
would come from East Jerusalem from the name of Khaled
Jabir—200 Jordanian Dinars. Then another bank transfer
was made of the sum of 340 Jordanian Dinars from a person
called Imad Y ounis from the city of Im El-Fahim. The first
contact was made in mid-September and in the next contact,
Abu Omar informed our citizens that he “works with the
Sheikh Osama Bin Laden, and that they are planning to
carry out large operations against the enemy. ...” and he
“Abu Omar” added “after we have destroyed the oil tanker
“COLE" our enemies will tend to surround the organization
but definitely we shall beat them.” The contact took place
through the Internet, on the following email address, which
belongsto “Abu Omar”: HY PERLINK “mailto Omar3500-
@unicurn.de”

“Abu Omar” tried through our citizens, to enter weapons
to the Gaza Strip, and to identify names of field activists.

Appendix: TheText Of TheL etters Sent By I sradli Shab-
bak Using The Name Of Al-Qaeda Organization

Dear Brother:

After carrying out investigations about you, and after
receiving the reports from the brothersin your region, telling
us of your honest |lamic approach, and your willing[ness] to
jointhefighters-Mujahideen. Following all that, the Brothers
had nominated you, and recommended your high enthusiasm
for 1dlam, and your appreciation of Jihad and martyrdom.
Therefore, we come to ask you to join the fighters-Mujahi-
deen—and we will support you with money and weaponry.
After receiving the attached letter, you must call us on the
following number (. ..) and ask for brother (Abu Mujahid)
and to identify yourself as “Abu Anas.”

The contact must take place between 15:00 hrs and
17:00 hrs.

If for any reason—technical or other—you must call at
the same time the next day. After reading the letter and
understanding its contents, you must burn it, and keep al
this as a secret and never tell anyone, even the people close
to you, about its contents. “To help carry out your needs
keep them unrevealed.”

Your brother, the slave of god

Osama Bin Laden

Al-Qaeda organization

Summary

After showing these simple cases, we at the [Pal estinian]
Preventive Security indicate first of al that what is released
in this document is true, accurate intelligence information,
that we haveinformed someinternational partiesof itsdetails

EIR December 27, 2002

tobewitnessesof thelsragli government behavior inthe occu-
pied Palestinian territories.

But today [Dec. 6], and after the claims made by Ariel
Sharon, the Israeli Prime Minister, that there are members of
Al-Qaeda organization in the Gaza Strip, we indicate to the
world that this organization, if it does exist and does have
members in Gaza, then it is the making of Sharon and his
intelligence services.

Hereby, we reveal thisinformation to put you in the pic-
ture of the situation in order to make a stand on accepting
political and ethical responsibilities, and to ruin the Isragli
attemptsto “afghanize” the Palestinian case.

We here indicate that the incitement campaign led by
Sharon against the world’s largest prison (the Gaza Strip),
which suffers from severe poverty, sickness, and unemploy-
ment, may aim towards paving the way to new massacresin
the Strip which might be committed as part of the Isragli
elections campaign. This might be carried out through inva-
sions and re-occupying the Gaza Strip after obtaining the
international consensus to this large scale operation planned
tobedoneinthe Gaza Strip. Thisconsensusmight be obtained
through convincing theinternational “world” that cellswork-
ing for Al-Qaeda organization do exist in the Strip that must
be uprooted.
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joint North-South Kaesung Industrial Complex, scheduled
for Dec. 28-30.

This development of the New Silk Road in Korea, which
is pivotal to the entire Tokyo/Pusan-to-Paris Eurasian Land-

‘NeW S]]k Road’ Pa_rty Bridge, could have been endangered if the opposition had

. . been elected and cut off economic relations with the North.
Wms Korean PreS]_dency Pyongyang's failure to respond to President Kim's Sunshine
Policy, until a sudden agreement to open the DMZ in Septem-
by Kathy Wolfe ber, put op_position leader Lee Hoi-chang far aheadinthe polls
most of this year.
But in the last weeks, the South Korean public grew so
Millennium Democratic Party (MDP) candidate Roh Moo-  outraged over attacks on Korea’s national sovereignty, that
hyun was elected President of South Korea Dec. 19, in auch attacks from Washington only “blew back” into the Uto-
narrow but decisive 49 to 46% vote, against opposition Grand  pians’ faces. Over 300,000 people joined candlelight vigil:
National Party (GNP) chief Lee Hoi-chang, a victory for the across the South on Dec. 14, protesting the recent U.S. court
New Silk Road and Eurasian Land-Bridge. Roh won by call-  acquittal of soldiers who killed two Korean girlsin an armored
ing for dialogue with North Korea, and opposing calls from vehicle accident. The U.S. President’s Jan. 29, 2002 “axis of
Lee for economic sanctions over Pyongyang’s nuclear pro-  evil” speech was seen as an insult to the entire Korean natio
gram. "I am the only candidate who can resolve the nucleatThe issue is not anti-Americanism,” a vigil leader told CBS
issue through dialogue. The survival of 70 million Koreansis  News. “We all have great respect for America! The issue is
at stake,” Roh said on Dec. 15. respect for the Korean people and the sovereignty of Korea.

Roh also, as President Kim Dae-jung has done, criticized = We're not the 51st state.”
demands for sanctions and other confrontations with the A Dec. 16Korea Times column by Dr. Kim Sang-woo,

North, from the minority “Utopian” faction in Washington, chief spokesman for President-elect Roh's campaign,
while making it clear that mindless anti-Americanism will warned, as did LaRouche, against Utopian threats to North
notdo. “ldon’t have any anti-American sentiment, butlwon't ~ Korea, which are not the policy of President Bush, and which
kowtow, either,” he told a rally Dec. 17. “will certainly not serve the national interest of South Korea.”

The election shows that South Koreans, traditionally pro- Dr. Kim, a former diplomat, called instead for the economic
American, have nonetheless rejected recent interference olevelopment of Asia based on the Trans-Korean Railway and
Korean affairs by kooks such as Defense Policy Board (DPB)  the New Silk Road. Excerpts from his column, “Challenges
chairman Richard Perle, and by Defense Secretary Donal8head for Korean Foreign Policy,” accompanies this article.
Rumesfeld. This included the seizure of a North Korean ship “Use of military power” to halt North Korea's nuclear weap-
on Dec. 11, an attempt to split Roh’s campaign in half, and a
public warning by Perle to South Korea, on Election Day, to
prepare for war.

EIR Founding Editor Lyndon LaRouche, candidate for
U.S. President in 2004, in a Dec. 15 statement distribute
in Korea, exposed the “destabilization of the South Korea
election campaign.” He said that “attempts by . . . ‘Chicken-

hawks’ such as Richard Perle to trigger a war-like crisis i South Korean
the Korea Peninsula, must be stepped on, hard,” by cool hea Eﬂr:iﬂsﬂtn'?sect Roh
in Washington (see box). committed to the
same policy of
North-South Highway Opens Christmas Day linking the two
Meanwhile on Dec. 18, Seoul Unification Ministry offi- Koreasthrough
cials just back from talks in North Korea, told the press that infrastructure, and
A L linking the
the west coast Kyongui Line (Seoul-Pyongyang-Shinuiju) of Peninsula to the
the Trans-Korean Railway will be complete by the end of Eurasian Land-
December, or the end of January at latest if technical problen Bridges, as

President KimDae-
jung has been. His
electionwasalso a

arise. The four-lane highway along the Kyongui Line acros
the DMZ, he added, will open Christmas Day. Heavy equip
ment, construction materials, and South Korean officials wil

: . : . demand for full
travel the road overland for the first time since 1950 into Korean
North Korea, for a ground-breaking ceremony of the new sovereignty.
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ons program, such as“aU.S. preemptive strike, . . . will cer-
tainly not servetheinterest of South Korea” Ambassador Kim
warned, and would “create a serious impingement upon the
sovereignty of thenation.” Instead of war, South Koreaneeds
“reinforced emphasis on regional cooperation in East Asia,”
led by the New Silk Road. “[T]hefuture of East Asiabelongs
together. . . . The ongoing construction of the Trans-Korean
Railwaysandtheir connectiontothe Trans-Siberian Railways
will hopefully have atrigger-effect for further connectionsto
the Chinese mainland and Trans-Asian Railwaysencompass-
ing ASEAN countries.”

Utopian Interference

The Korean Presidential election was close, because the
South Korean population is deeply split. Voters over 50,
who remember the K orean War and are grateful to the United
States, are frightened by media hype about the war threat.
Y ounger voters, who are moreignorant of thishistory, disbe-
lieve the threat and want to get on to building a united
Korea. South Korea fundamentally is a very pro-American
place for good reasons, as the two countries share mutual
respect for the absolute sovereignty of a republic under
natural law.

Theincreasingly heavy-handed interferenceintotheelec-
tion, however, became too much for Koreans to take. First,

there was the U.S. declaration of an oil embargo against the
North on Nov. 14; then the seizure of a North Korean mer-
chant ship on Dec. 11. These provoked North Korea to an-
nounce on Dec. 14 plansto reopen its plutonium reactor, just
as President Kim had warned on Nov. 18 (see EIR, Dec. 6).

“Nobody wantsthe United Statesto intervenein our poli-
tics,” one Seoul professor told the Korea Times. “Since the
United Statesintercepted aNorth Korean cargo ship carrying
Scud missiles, many politicians and local media suspect that
theincident is part of an American maneuver to influencethe
Presidential poll.”

There were even last-minute stunts on Election Day.
Roh’ skey campaign partner Chung M ong-joon, popular head
of the soccer association and heir to the Hyundai Group, sud-
denly pulled out of Roh’'s campaign and denounced him,
seven hoursbefore pollsopened. Chung claimed that Roh had
told arally, that he would support Pyongyang in a conflict
with the United States. As Election Day began, opposition
spokesmen announced: “Now, wewill wintheelection!” The
Washington Post forecast that the Chung split would hand
Lee Hoi-chang a victory. Yet Roh, who was “baffled” by
Chung’ smove, had merely said: “ South Koreashould beable
to mediate a possible quarrel between North Korea and the
United States’ if it got out of hand, the transcript shows.
Chung locked himself in his home and refused to see Roh,

Korea and World Peace

This statement was issued on Dec. 15 by Lyndon H.
LaRouche, Jr.’ sPresidential pre-candidate political com-
mittee, LaRouche in 2004.)

| am thankful for the U.S. Government’s official apology
to Spain, over the attempt by some U.S. roguesto involve
Spaininan attempted destabilization of theongoing Korea
election campaigning. The restoration of rail transport
within Koreawhichwill allow usto connect Pusantowest-
ern Europe, is an essential part of the effort to rescue the
United States' partner, Europe, from the effects of a cur-
rently accel erating general economic collapsearound most
of the planet. The currently continuing attempts of U.S.
official “ Chicken-hawks,” such as Richard Perle and his
accomplices, totrigger awar-likecrisisintheK oreaPenin-
sula, must be stepped on, hard.

A group of Eurasian nations, including the Strategic
Triangle of Russia, China, and India, is emerging as the
pivot of an increasing density of far-reaching, long-term
economic development projectswithin Asia. Thisincludes

Korea, Japan, and Southeast Asia. The foundation of this
ongoing economic strategy includeslarge-scal einfrastruc-
ture projects which will serve asacritical margin of long-
term stimulants to the entire region. Among the effects
will be along-term growth of large margins of exports of
relevant technology from Europe, and similar opportuni-
tiesfor U.S. trans-Pacific trade.

Those benefits depend in significant degree upon stra-
tegically crucia cooperation among Japan, Korea, and
China. Japan urgently needs the opportunity to return to
the industrial-goods-export orientation of the period prior
toZbigniew Brzezinski’ sU.S. wrecking of Japan’ soil-for-
technology relations with Mexico, for example. Japan’'s
prospect for participation in cooperation among Russia,
China, and Koreg, is therefore a critical factor in Japan’s
early future. A revival of the pre-1997 industrial capabili-
ties of Korea, and the development of the rail connection
from Pusan to Europe, istherefore acritical frontier of the
defense of the U.S. economy itself.

Therefore, any meddling madmen who are seeking to
disrupt the Korearail connection, or target North Korea
for U.S. Chicken-hawks' attempts to use it as a nuclear
aternativefor warfareonIrag, must beconsidered athreat,
not only to our friends in Eurasia; but, also, a menace to
the imperilled economic security of the U.S.A. itself.
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|eading to specul ation that Chung may have been coercedinto
the whole provocation by athird party.

Richard Perle himself gave an incendiary interview,
which appeared in the morning of Dec. 19 in the hard-line
Chosun I1bo, saying that “the option of using military tactics
should not be ruled out” with North Korea. Perle said, that
those who thought “resolution through diplomatic means’
meant something other than 100% resolution were wrong,
and that “the danger to be brought upon us by North Korea's
nuclear development is so great that it will result in aquaran-
tine of unprecedented comprehensiveness.” He specified that
South Koreaneedsto adopt certain “ counter-battery artillery
techniques,” as war could be imminent, and threatened that
more North Korean ships may soon be stopped at sea. But the
voters weren’t buying.

New |MF Economic Threat

The new government faces the need to demand sover-
eignty for Korea seconomy, too. Ontop of thenuclear crisis,
President-elect Roh now faces a blow-up of the economy.
Just asWall Street istouting the International Monetary Fund
“economic miracle” in Koreg, it is falling apart. The IMF's
“success’ was based on the inflow of hot foreign money,
which has tripled the value of the Korean stock market since
1998. But now, the hot money is leaving just as quickly,
exposing the miracle as consumer fraud.

Roh, a labor lawyer, is said to have a leftist leaning for
further IMF “reforms.” President Kim’' sweak point has been
hisideologica bias against the chaebol industrial combines;
he alowed the IMF to shut down whole chunks of South
Korea' s industrial base. In November, the government sold
the advanced $5 hillion Hanbo Steel complex for scrap, at a
dimeon thedollar. Roh issaid to share that bias. If o, thisis
thetimeto get rid of it. As Ambassador Kim Sang-woo points
out, you can't eat cyber-space or fiber optic cable. Asia, and
both Koreasin particular, requirea“full-set” heavy industrial
infrastructure and a full range of industrial output to grow
and develop.

The LG Economic Research Institute said Dec. 19 that
South Korea seconomy will faceacrisisinthesecond quarter
of 2003, as exports to the collapsing U.S. economy dry up.
They forecast “ the aggravati on of insol vent househol d econo-
mies, due to an increase in the burden to repay interest and
loans.” Based on the hot-money stock bubble, the Korean
government and banks issued alarge consumer debt. On ad-
vicefromtheMF, Korean banksand compani es began hand-
ing out credit cards almost on every corner, even house to
house. Total household debt has been rising at a 34% annual
rate, to ailmost $400 billion. As stocks drop, the consumer
bubble is popping. The Bank of Korea (central bank) issued
areport Oct. 8, entitled “ Household Debt Feared to Spur Mass
Bankruptcies,” which states. “Households are increasingly
exposed to credit riskshy taking out moreloansfromfinancial
institutions, causing worries over a possible massive number
of household bankruptcies.”
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Challenges Ahead for
Korean Foreign Policy

by Dr. Kim Sang-woo

The article excerpted herefirst appeared in the Korea Times
on Dec. 16. Dr. KimisProfessor of International Relationsat
Kyung Hee University; former Ambassador for International
and Strategic Affairs, the Republic of Korea; and was spokes-
man for the Foreign Media Office for President-elect Roh
Moo-hyun of the Millennium Democratic Party.

The challenges we face in the field of foreign policy can be
described in thethree categories of peace, prosperity and ma-
turity. Obviously, themost pressing need is peace, aswe keep
being baffled by therecurring themeof North Korea' snuclear
development and the possibility of U.S. preemptive strikes.
Unificationisno doubt our ultimate goal ; yet peaceful coexis-
tenceontheK orean peninsulamust besecuredfirst sothepace
and cost of unification may stay within a manageable range.

Theoretically, there are three options available to resolve
the issue of North Korea's nuclear program. The first is the
use of military power. In 1994, the crisis passed before its
escalationinto war. The U.S. government then made the esti-
mationthatin caseof aU.S. preemptivestrikeand subsequent
retaliation by North Korea, South Korean casualties, both
military and civilian, would amount to 1.5 million and U.S.
troops 50,000 at least. With the entirety of South Korea and
a substantial part of Japan being in striking range of North
Korean missiles, thisis one option that should definitely be
avoided.

The second option iseconomic sanctions. Thisagain may
well provoke North Korea to go down the path of military
conflict by choosing to defy the sanctions and deviate from
the so-called Agreed Framework. Theend result will be same
asthefirst. However, if well controlled, economic sanctions
canindeed suffocatethe North Korean regime, and eventually
induce its collapse, without affairs being escalated to war.
Yet in this case, chaos will mount with millions of refugees
pouring down to the South and an astronomical amount of
money will be needed just to begin to address the situation.
The South will never be in a position to handle its impact
alone. Not only will outside assistance become essential, but
Koreansal so may even haveto relinguish our right to manage
the fate of the northern half of the peninsulato other powers
and international organizations.

That iswhy we believe the remaining option of engaging
with the North with the aim of inducing the regime to make
changes in the right direction is the only sensible way. To
do this job properly, it is of extreme importance to furnish
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Pyongyang with the straightforward message: we simply
want you to change, not perish; therefore stepstoward reform
and openness will be duly rewarded with further assistance,
but irresponsible actionswill be met with penalties. Thisisa
very delicate task requiring strategic astuteness. In sending
out such signals to Pyongyang successfully, it is crucial that
al therelevant powerscooperate, especially Seoul and Wash-
ington.

Despite President Bush's repeated claim that the United
States will not attack North Korea and intends to resolve the
situationinapeaceful manner, | amafraid | must point out that
Washington increasingly appears to be pushing for aregime
change in North Korea by attempting to accelerate the col-
lapse of the Kim Jong-il regime. This may serve the U.S.
interest asaquick and efficient solution to remove the source
of clear and present danger but as stated earlier, it will cer-
tainly not serve the national interest of South Korea.

Not only will the untimely collapse of Kim's regimein
the North bring havoc to the South Korean economy, but it
may also create a serious impingement upon the sovereignty
of thenation. With theseexigenciesin mind theU.S. adminis-
tration must cometo coordinate with Korea' s new President-
elect as soon as possible. Otherwise, North Korea will keep
pursuing political brinksmanship with its nuclear program
without knowing theway out and neither Seoul’ sengagement
policy nor Washington's hard-line sanctions will fully
achieve their objective. Asfor the opposition party in Seoul
and its supporters, who tend to reverberate the hard-line U.S.
rhetoric, | beseech themto cometo their sensesand think hard
about what the national interest of Koreais.

The second category of the foreign policy objective for
Korea, in my view, is about prosperity through reinforced
emphasison regional cooperation within East Asia. | believe
the future of East Asiabelongstogether. We must go beyond
the conventional notion of regional economic cooperation
centered on a free trade area and common currency. With
the advent of new technologies, we now have the means to
connect each country within the region to high-powered net-
works. Namely, common infrastructure of the Internet and
transportation can indeed substantiate the true meaning of
regional unity.

With Korea s leading edge in broadband technology, we
can help thewholeregion of East Asiaget connectedto cyber-
space, ranging from Kamchatka to Mumbai, from Irkutsk
down to Bandung and from Pyongyang to Lhasa. This must
coincide with the building of transportation infrastructure in
physical space. The ongoing construction of the Trans-Ko-
rean Railways and their connection to the Trans-Siberian
Railwayswill hopefully have atrigger-effect for further con-
nectionsto the Chinese mainland and Trans-Asian Railways
encompassing ASEAN countries. This combined network in
cyber and physical space will not only bring about immense
business opportunities and the thriving of physical industries
even in remote corners but also tremendously enhance the
level of technology for theregion. . . .
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Hindu Hard-Liners Win
Big in India’s Gujarat
by Ramtanu Maitra

The lopsided victory of the ruling Bharatiya Janata Party
(BJP) inthe Dec. 12 state assembly electionsin Gujarat, has
given mixed signalsto the near-future political sceneinIndia.
The elections, held under the shadow of widespread anti-
Muslimriots, whichleft at least 1,000 dead last spring, polar-
ized the state population. What was considered as a seesaw
battle between the ruling state party BJP and its main opposi-
tion, the Congress Party, turned out to be a virtual walkover
for the ruling party. The BJP won 127 of the 182 seats. Con-
gress, under the national leadership of Mrs. Sonia Gandhi
and the state-level leadership of Shankarlal Vaghela, could
manage to win only 50 seats—three less than it had won in
1998. Although the overall winner in the fray was the hard-
liner Hindu chauvinist BJP leader Narendra Modi—who is
now the state's Chief Minister—it is evident that the Hindus
inGujarat havevotedwiththeir feetinfavor of BJP scommu-
nal electoral forum.

Whilethe national BJPleaders, particularly Prime Minis-
ter Atal Behari V ajpayee, were lessthan enthusiastic for Mo-
di’scommunal platform, it islikely that the BJP asanational
party is now handcuffed, and has ittle choice but to use this
victory asamoralebooster for the upcoming el ectionsin other
states; and later, in 2004, the national elections. Already, the
BJP leaders are falling over each other to congratul ate M odi
for helping to rejuvenatethe party after it had suffered aseries
of state-level defeats during the past two years.

What Caused the Surprise?

The results have shaken up India’ s non-communal politi-
cians and analysts—all of whom like to be identified as pro-
moters of secularism. Some analysts are shouting from the
rooftops that the worst has happened and the Hindu funda-
mentalists will now steamroll to power in the coming elec-
tions. But thegroundrealitiesareby no meanssowel | defined.

To begin with, the Hindu-Muslim tension in Gujarat isa
historical fact. From the 12th Century onwards, Muslim raid-
ersfrom Central Asiacameand |looted therich Hindu temples
of Gujarat. In addition, as a coastal state on the Arabian Sea,
Gujarat has been deeply affected by Arab smugglers—all of
whom were Muslims and deeply clannish. There are coastal
townswhichremain partially under control of thisArab Mafia
who have enriched themselves by smuggling in gold, narcot-
ics, and electronics from across the sea. In other words, a
large number of Gujarati Hindus, often wrongly, associate
the Muslims with pillaging and violence.

Moreover, the state borders Pakistan and had long been
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an areaof irregular warfare conducted by the Pakistani Inter-
Services Intelligence (1S1) functioning within India. Dozens
of riotshavetaken placesincel ndiaachieved independencein
1947. All, barring the onein 2002, took place under Congress
Party rule. And the Congress Party did not bring to the fore
the real issues which might have drawn the attention of the
people.

TheUntold Issues

Thereal issuesweretheeconomy and much-desired polit-
ical stability. The Congress Party failed to convince the emo-
tionally charged el ectorate on both counts. Modi spoke exten-
sively against terrorism and the perfidious role of Pakistan,
but never addressed the economi ¢ issues—which would have
lost him the election. But Congress, also, did not tell the elec-
torate that Gujarat’s industrial growth has fallen since the
1990s, from 11% in 1996-97 and 8% in 1998-99, to 5% in
2000-01. In both citiesand villages, unemployment has been
rising. Four successive years of drought have made agricul-
tural work hard to find. Ahmedabad’ s textile mills have col-
lapsed morethan the last decade, leaving over 100,000 work-
ersin the city jobless. The number of educated unemployed
registered with the government increased by 30% in three
years, reaching 1.206 million in October. Capita-intensive
investment in sectors such as chemical s, petrochemicals, and
refining have not increased employment opportunities. Al-
though the BJP government promised the High Court that it
would fill 28,000 job vacancies for Scheduled Castes and
Scheduled Tribes, it has not yet done so.

In addition, water scarcity is ravaging Saurashtra and
north Gujarat. All over Gujarat, per-capitaavailability of wa-
ter has declined, from 1,391 cubic meters in 1991 to 1,137
cubic metersin 2000, according to economist IndiraHirway.
Although four years of drought was most responsible for the
water scarcity, the BJP government did preciouslittleto alle-
viate the situation.

Nor did Congress remind votersthat the BJP government
had promised 14 continuous hours a day of power supply for
agriculture, but most of rural Gujarat gets only four to six
hoursaday. Farmersneed at | east el ght hours of uninterrupted
supply, in order for their bore wells to function properly and
toirrigatethefieldssufficiently. Electricity supply issoerratic
that many pump sets are destroyed by voltage fluctuations.

Moreover, the Gujarat government’s debt has been in-
creasing. Inthelast five years of BJPrule, thefiscal situation
of the state government worsened, and it had to borrow on
overdraft 21 times. It has no money to pay for devel opment
work carried out by the village councils. Bills worth almost
10hillionsrupees (roughly $250 millions) have not been paid
to contractors. Government staff and workers have not been
paid their salary for several months. Instead of addressing
theseissues, the Congress Party | eaderschoseto makeroutine
visits to the temples to show that they were as good Hindus
asthe BJP leaders.
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What Now?

Unfortunately, as it happens often in India, the election
was further distorted by the Musdlims themselves. Just before
the elections, the Imam of Ahmedabad, Jama Masjid, on the
holy Muslim day of Eid-ul-Fitre which celebrates the end
of Ramadan, issued an edict urging Muslims to vote for the
Congress Party. Since the Hindu temples, nor institutions
representing other faiths, do not tell their congregants whom
tovotefor, the edictsissued by the mullahs from the mosques
sound like a fatwa to defeat a particular party. Since the
Muslims are Indians, there is no reason why voters have to
follow an edict and cannot vote according to their con-
science.

Inarecent article, anoted Muslim scholar, Rafiq Zakaria,
pointed out that the Muslims of India should do some intro-
spection and ask whether they have genuinely tried to contrib-
uteto the strengthening of Hindu-Muslim relations since Par-
tition. “The answer will be: ‘No,”” Zakaria said. “Indian
Muslims must open their eyes to the ground reality that an
increasing number of Hindus have begun to hate them. . ..
They have to do their best to bring about a change in the
hostile attitude of the communal Hindus towards them. This
isas much in their interest asthat of the nation. Muslim . . .
leaders waste their energies in playing games, whipping up
emotions, and bringing moretroubletotheordinary Muslims.
... Their self-servingleaders, with utter disregardtothe after-
math of Partition, remained oblivious to their miserable de-
cline and continued to behave with incredible arrogance, ex-
hibiting a sense of false bravado by their loud utterances;
they take out protest marches at the dightest pretext, hold
demonstrations, shout slogans, demand justice and fair play
but all thisnever gives any relief to the community. . . . They
guotethe Constitution and demand theimplementation of this
provision or that, guaranteed to the minorities, but none of it
gives Muslims the required protection; even democracy is
ranged heavily against them because under it, numbers
count,” Zakaria pointed out.

If India’'s Muslim leadership were to follow Zakaria's
advice, it would prevent the BJP from carrying out Najendra
Modi’s Gujarat-style campaign nationwide. India is a vast
nation with states having different languages and varied con-
cerns. In many ways, it resembles the European Union. Reli-
gion or caste can help win electionsin ahandful of states, but
those issues could be a graveyard in most other states. If
the political leaders can finally get this message, they would
realize that by carrying out a fanatic religious campaign in
favor of the Hindus, the BJP has become a one-dimensional,
“Hindutva’ party. Such acampaign can be defeated easily by
projecting before the populace theright issues. Inreality, BJP
haslost alot more than it gained by winning in Gujarat. But,
it remains for political leaders of other parties, who oppose
the religious politics and seek social harmony, to direct a
campaign which has the economic substance of the common
good for India
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Putin Welcomes India
Into Central Asia

by Ramtanu Maitra

Russian President Vladimir Putin’s Dec. 3-5 visit to Indiais
remarkable from anumber of aspects. Thisishissecond visit
to India in two years, and he arrived in New Delhi from
Beijing, following ahighly successful visit to China. Beside
the usual defense and military matters on which the Russians
and Indiansarein sync, thistimearound Putin was discussing
matters highly strategic and which may have along-termim-
pact in the region. The discussions not only centered on the
fact that the United States has appeared once again in the
regionwithan aggressive posture, but it al sotook into account
thevulnerability of the American power—economic and mil-
itary—and the rise of China and India as future powers to
reckon with.

President Putin had begun this three-nation—China, In-
dia, and Kyrgyzstan—trip on Dec. 1 on astrong note. Hetold
the Indian news daily The Hindu in an interview, that he is
afraid that Pakistan’ s weapons of mass destruction could fall
into thehandsof “ banditsandterrorists.” “Wetake note of the
statements made by the Pakistani President Pervez Musharraf
that the military potential of his country is safely protected,
strictly under control. But, to befrank, our concerns, our anxi-
ety, still persist,” said Putin, who made it clear that he shares
India's concerns.

Inaddition, just daysbefore Putin set footin China, Russia
deployed military aircraft to Kant, Kyrgyzstan, with the aim
of establishinganair baseintheCentral Asiannation. Military
officialsfrom both countriessay thebaseisdesignedto enable
Russian jets to provide close air support for ground units of
Collective Security Treaty member-states against potential
security threats. Regional analysts have characterized the de-
velopment as a strategic setback for the United States. A
source at the Russian Defense Ministry said the unit is de-
signed to counter “the emergence of areal security threat on
the Commonwealth of Independent States’ southern border,”
the RIA-Novosti news agency reported.

In China, according to the Christian Science Monitor,
Putin backed the idea of atriangular aliance among Russia,
China, and India, while at the same time stating clearly that
good relations with Washington, and the war on terrorism, is
the centerpiece of Russian ambitions—a sentiment shared by
both India and China. None of these nations is anxious to
convey to the United States that it iswilling even to consider
aMoscow-Delhi-Beijing triangle to confront Washington. In
1998, the proposal for astrategictieamong Russia, India, and
Chinawas mooted by then-Russian Prime Minister Y evgeni
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Primakov, ostensibly to contain the spread of U.S. influence
through NATO' s eastward thrust and Washington’' s growing
involvement in Central Asia for oil. Putin was clear in his
interview with The Hindu that thereisafuture for devel oping
the Russia-China-India triangle. “We are convinced of the
need for positive development of relations between Russia
and India, Russiaand China, and Chinaand India. | think that
all parties within this triangle are interested in this devel-
opment.”

Following a serious break in relations between Indiaand
Chinain 1998 when New Delhi tested its nuclear explosives,
China has begun engaging India more definitively through
high-level bilateral visits. The process has given birth to a
Joint Working Group onterrorism, which had itsfirst meeting
in April, and movement on the vexatious border negotiations,
stalled for nearly a decade. Beijing is a so reportedly not op-
posed to India sentry into the Shanghai Cooperation Organi-
zation (SCO). It was reported that Putin, during his discus-
sionsin Beijing, had indicated that the Indian involvement in
the SCO would be welcomed by Russia.

Key Issues

Indiais the only country that has a ten-year agreement
with Russia for cooperation in the military sphere. “And of
course every visit of such rank—every summit of our lead-
ers—is expected to be somekind of a breakthrough for Rus-
sian armstrade and for the Russian arms industry in particu-
lar,” said a Russian defense analyst. Thistime there was less
ceremony, but India will lease from Russia an Akula-class
nuclear submarine, which can carry nuclear-capable Klub-
class cruise missiles with a 300-kilometer range. It has also
been reported that the deal to refurbish and sell a Russian
aircraft carrier, the Admiral Gorshkov, tothelndian Navy has
been finalized after three years of negotiations. Moscow sees
India as a strategic partner and has aready sold some of its
most sophisticated weaponry to its South Asian aly. Some
weapons have even been designed especially for the Indian
Army, like the Su-30 planes, which are being upgraded to
meet Indian requirements.

The Indians and Russians also showed much interest in
cooperationin oil and natural gas exploration—Indiaisshort
of both. Russia had earlier brought Indiain on the develop-
ment of Russia’ s Sakhalin oil fields, and whilein Delhi, Putin
indicated that hewould likelndiato participatein theexplora-
tion of Caspian basin oil and gas fields. A week later, the
Indian Qil Corp. and Russia's Stroytransgraz announced a
joint bid for a$120 million oil pipeline project that will carry
150,000 barrel s per day of crudeoil through the 300 kilometer
stretch between Irag’ s border and Jordan’s Zargarefinery.

President Putin and Indian Prime Minister Atal Behari
V g payee discussed two other key issues now under the spot-
light: the potential invasion of Iraq by the United States and
the war against terrorism. In the New Delhi Declaration that
followed Putin’s meeting with Vajpayee, India and Russia
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endorsed the war against terrorism and strongly condemned
those who support terrorism and finance, train, harbor, and
support terrorists. What Putin conveyed to both China and
India, is that the militant secessionist movements, such as
those in Chechnya, Xinjiang, and Kashmir, have to be op-
posed with equa fervor. While Washington’s war against
terrorism is focussed against those who are undermining
American interests, the United Statesisless concerned about
the secessionist militant movements which often work hand
in glove with international terrorists such as al-Qaeda. This
clear distinction made by Putin has pleased both Beijing and
New Delhi and confirmstheir belief that Washingtonisusing
“double standards’ in itswar on terrorism.

Concern Over Central Asia

Putin and Vajpayee virtually endorsed the resolution of
the U.S.-Iraq conflict through the United Nations. It isappar-
ent that both are agreeableto aU.S. invasion of Iraqif Wash-
ingtonfollowsthe coursecharted by the UN Security Council.
On Central Asia, however, both Moscow and New Delhi,
with tacit approval of Beijing, are showing deeper concerns.
Convinced that the Afghan situation has spun out of U.S.
control, Russia has moved into Kyrgyzstan to set up its mili-
tary air base. It has also begun to coordinateits policiesinthe
region with India. India has set up an air base at Farkhor in
Tajikistan, bordering Afghanistan. Moreimportant, itsrecent
diplomatic thrust into Central Asia, triggered by the security
realignments following the Taliban’s ouster, is in keeping
withitsview of futureenergy requirementsand strategic posi-
tioning, and has involved bilateral visits, trade, and military
agreements with some of the republics. Though Indiais un-
ableto overtly influencethe” New Game” singlehandedly, its
size, military and nuclear capability, and closenessto Russia
and good relationswith China, makeit anot insignificant part
of thejigsaw puzzle.

Kazakstan' s push for India’ smembership inthe SCO has
also drawn attention in Delhi. The Russian and Indian initia-
tives in Central Asia have caught the attention of the Bush
Administration. Just hours after President Putin left for
Kyrgyzstan, PrimeMinister V ajpayee’ sprincipal adviser and
foreign policy confidant, Brajesh Mishra, was on his way to
Washington, via London. It is evident that Washington is
keen to know what transpired between Indiaand Russia, and
concerned about some harsh wordsissued by Pakistan on the
Russia-India detente.

Washington has expressed concerns, the most serious of
whichinvolvesthelIndianinitiativesin Afghanistan. Accord-
ing to reports, Indiais heaping largesse on Afghanistan, in-
cluding giving three Boeing aircraft to Ariana, Afghanistan’s
national airline, which had been reduced to just one air-wor-
thy craft during the Taliban regime; 50 buses to revive Ka
bul’ s public transport system; $100 millionin financial assis-
tance; $4 million to revive Kabul’ sIndira Gandhi Hospital, a
legacy of the 1960s which, again, has some Indian doctors at

62 International

work; $3 million on upgrading and establishing information
technology centers at Kabul's Habibia School; millions of
tons of wheat, medicines, and blankets—the list is long. A
significant number of Afghansare already training to be doc-
tors at the All India Institute of Medical Sciences in New
Delhi, while another 250 are training in various other institu-
tionsthroughout India, including theforeign services and po-
liceinstitutes.

All thisgivesNew Delhi leveragein Kabul. But what also
raised the hackles of Pakistan’s government is New Delhi’s
moves to open consulates in Jalalabad and Kandahar—two
Afghan cities in close proximity to the undemarcated and
disputed Durand Line that separates Afghanistan and Paki-
stan. Islamabad fears that India, with the support of Russia,
will promote the old movement to combine the Pashtoonsin
Afghanistan and Pakistan, reviving “ Greater Pashtoonistan”
dreamsin order to encircle Pakistan. What worries President
Musharraf as well, is the fact that India has invited Iran’s
President Mohammed Seyyed Khatami to be the Chief Guest
on India sRepublic Day on Jan. 26—Pakistan fearsitsencir-
clement by Indiawould then be complete.

On the other hand, there seems to be a tacit agreement
emerging between Moscow and New Delhi. Both believethat
as and when the United States moves out of Afghanistan,
Washington will hand Kabul over to Islamabad, and 1slam-
abad, which still harbors many Taliban and al-Qaeda mem-
bers, will move to undermine Russian and Indian interests.
It is also the reason why Russia and India are preparing to
strengthen the non-Pashtoon, anti-Pakistan, and pro-lran
Northern Alliance leaders in Afghanistan militarily. What
Moscow and New Delhi do not want, is Islamic militants
re-settling in a Pakistan-controlled Afghanistan. New Delhi
believesthat the Washington-1slamabad ententewill continue
no matter what, because the Americans want to build pipe-
lines from Central Asiato Pakistan via Afghanistan—thisis
the shortest route to the Asian markets. The 1,271 km pro-
posed pipeline from Turkmenistan to Pakistan will terminate
at Multan, where it will merge with an existing pipeline sys-
tem leading to the seaport of Karachi. The execution of this
pipeline plan, which was floated during the early days of the
Taliban, would mean a permanent U.S. presence in an area
whichisvital for Russia, India, and Chinafor security reasons.

Thisis why Brajesh Mishra suddenly departed for face-
to-face discussions in Washington. Ostensibly, Washington
hasurgedIndiato” slow down” itspolitical andreconstruction
work in Afghanistan, because this was impeding Musharraf
from cracking down on hard-linersin Pakistan. Reports sug-
gest that Musharraf reportedly threatened to “ step up” activi-
tiesin Afghanistan if Indiaopened up consulatesin Jalalabad
and Kandahar, asIndia sExternal AffairsMinister Y ashwant
Sinha promised during his visit to Afghanistan in August.
This apparently prompted American fears of fresh terror at-
tacksonitsforcesor onthefloundering Hamid Karzai regime,
whose writ is yet to extend beyond Kabul.
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Australia

Frantic Crown Launches
New Attacks on LaRouche

by Allen Douglas

Acting for the Queen’s Privy Council, the B’ nai B'rith Anti-
Defamation Commission Inc. of Australia (ADC) has made
asubmissiontothe Australian Parliament, demanding that the
CitizensElectoral Council (CEC), LaRouche' sco-thinkersin
Australia, be “de-registered”’ asafedera political party. The
ADC’s move was made on Oct. 1—just before the CEC gar-
nered the highest votesin its history, in recent parliamentary
elections.

Nominally a Jewish civil rights group, the ADC is in
fact afront group for Queen Elizabeth’ s Privy Council, three
of whose Australian members dominate its board. Their
outrageous, Hitler-style demand to ban a political party was
followed a few weeks later, by an early-November tirade
against LaRouche by one James Dale Davidson, a business
associate of the longtime editor of the London Times,oli-
garch and fanatical royalist Lord William Rees-Mogg. In
his publication Vantage PointDavidson ranted at |ength that
LaRouche had enormous influence over Brazil’s President-
elect Luiz Inacio “Luld’ da Silva, and reported speculation
that LaRouche might even become Brazil’ s new finance min-
ister.

The recent, Crown-related attacks on LaRouche in Aus-
tralia and Brazil echo those of two years ago in the same
two countries. In January 2001, the ADC demanded in a
press release that the CEC be silenced via the ADC-spon-
sored “racial vilification legislation” which provided for
AUS$30,000 in finesand six monthsin jail. Simultaneously,
Prince Philip's World Wide Fund for Nature (WWF) in
Brazil attempted to shut down LaRouche's associates there
through a spurious court case (which the WWF has since
lost), that produced a police raid upon a L aRouche-affiliated
office. LaRouche's visibility and influence has grown dra-
matically in both countries over the last two years, particu-
larly in Brazil, where he has been made an honorary citizen
of Sao Paulo, the world's third largest city, and where his
friend Dr. Enéas Carneiro was just elected to Congress with
the largest vote in history.

But neither the recent attacks, nor those of two years ago,
were caused by local events. Rather, they reflect the hysteria
of the British Crown-centered financial oligarchy about
LaRouche's burgeoning international strategic influence, as
theworld plungesinto the worst depression in centuries.

EIR December 27, 2002

Long ago, the Crown and its retainers singled out the
American statesman as the most dangerous threat to their
global power, just asGeorgel Il and hisflunkieswereterrified
of Benjamin Franklin, George Washington, and their associ-
ates. LaRouchetoday uniquely embodiestheideaof the gen-
eral welfareuponwhichtheUnited Stateswasestablished asa
sovereignrepublic. This*historical exception” hasrepeatedly
threatened to usher in a new political order worldwide, to
replace the empires which have dominated mankind. Indeed,
the ADC' ssubmission complainedthat, “Inasense, thewhole
LaRouche scenario [for replacing globalization with a New
Bretton Woods] isareplay of the American War of Indepen-
dence. It isup to an America enthused with hisideology and
practices to defeat the machinations of the British-led
Oligarchy.”

L ord Beaverbrook’sKindergarten

In discussions with associates, LaRouche has identified
the Anglo-Americanfaction behind thelatest wave of attacks,
as that associated with “Lord Beaverbrook’ s Kindergarten.”
It includes such press barons as Rupert Murdoch, owner of
the New York Postlord William Rees-Mogg's London
Times,and the mgjority of Australia's press; and Canadian
Privy Councillor Conrad Black, owner of the Daily Telegraph
and Jerusalem Postimong many others. This hard core of
the Crown’s assets in the Anglo-American intelligence and
security agencies, is the dead center of the Utopian “war
party” driving for awar against Irag. Lord Beaverbrook was
Minister of Informationfor HisMgjesty’ sBritish government
during World War |, aswell asthe owner of Britain'slargest
private media empire. After the war, he played akey rolein
reorganizing the British Secret Intelligence Service (SIS), so
astointegrate Britain’ smediawithinit. Thisgives SIS, which
has reported solely to the British Crown since its establish-
mentinthe16th Century, afar moresophisticated propaganda
apparatusthanHitler’ sPropagandaMinister Joseph Goebbels
ever enjoyed. One of Beaverbrook’ skey collaboratorsinthis
project, which included the establishment of the British
Broadcasting Corporation (BBC), was H.G. Wells, co-
founder with Lord Bertrand Russell of that Utopian faction
to which Murdoch, Black, et a., belong. Murdoch, like other
press lords and intelligence figures, was trained by Beaver-
brook personally in London in the 1950s and sent back to
Australia, from where he has built one of the world’ s largest
media conglomerates.

Canadian media tycoon Conrad Black, whose press has
repeatedly attacked LaRouche, represents the same British
SIS pedigree. Black got his start in his father's company,
Argus Corp, which wasfounded during World War || asWar
Supplies, Ltd., afront for the British Ministry of Munitions
and Supplies, based in Canada. Asthe Crown’sagent in pro-
curing military equipment from the United States, George
Montagu Black made afortune. In 1985, his son Conrad took
over, changed the company nameto Hollinger, and shiftedits
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The real story behind
Queen Elizabeth’s
fascist racial
vilification legislation

Her Majesty's Privy Council
v

B'nai B'rith Anti-_I:Ia-l'a maj_inn Commissian

# Fuldisnion i He Citzses Eecicrsd Copsll OF Lo@lielis
P B

Lyndon LaRouche defeated a round of international attacks by

British Crown agents, sharpest in Brazil and Australia, at the time

of President Bush'’s inauguration. This pamphlet was key in
LaRouche’s Australia counterattack. It focusses on the Privy

General—the Queen’s personal representative in Austraia,
and vested with her omnipotent juridical powers—andformer
primeministers. Thethree most senior of thelot hold the rank
of Privy Councillor: ADC Advisory Board Chairman the Rt.
Hon. Sir Zelman Cowen, former Governor General, and
Knight Grand Cross of the Order of St. Michael and St.
George (oneof the highest of the Crown’ s“ chivalric” orders);
the Rt. Hon. Sir Ninian Stephen, former Governor General,
Knight Grand Cross of the Order of St. Michael and St.
George; and the Rt. Hon. Malcolm Fraser, longtime Liberal
Party prime minister.

The Privy Council isthe ruling body of the British Com-
monwealth/Empire. Itssmelly tradition datesto feudal times,
when only the Crown’s most intimate advisers were allowed
to approach their sovereign on the commaode (the xprivyx).

In his cover letter to its parliamentary submission, ADC
Chairman Dr. Paul Gardner, a former Australian “liaison”
at the U.S. Anti-Defamation League's headquartersin New
York, argued that the CEC should be banned because “its
objectiveisto underminethevery political system that gives
it succor,” as the “unabashed mouthpiece of Lyndon
LaRouchein Australia” Therest of the submission clarifies
the rea content of the “political system” which the ADC is
defending: “ Given that post-industrialism is at full throttle,
andintotheforeseeablefutureunlikely to diminish, the poten-
tial growth for groups such asthe CEC is most evident, with
a prospect that could spell danger for the nation’s demo-
cratic system.”

The submission complained that the CEC “has already
contested past Stateand Federal el ections, andispreparing for

Councillors of the Queen, who have now launched a new attempt the next crop.” However, being oh-so-democratic, the ADC

to ban LaRouhe, because of his influence in the deepening
depression.

portfolio into media, rapidly purchasing more than 80 daily
and 300 weekly newspapersin the United States. Today, the
board of hisHallinger Inc. readslike“ Command Central” for
the Utopians’ planned Iraqwar. It features Pentagon Defense
Policy Board head Richard Perle, Zbigniew Brzezinski,
Henry Kissinger, Margaret Thatcher, William Buckley, and
numerous high-ranking British oligarchs, among others.
Black-controlled newspapers ran nasty attacks against
LaRouche's associates in Australiain the mid-1990s, when
Black reportedly telephoned LaRouche supporterspersonal ly
to harass them.

Also in Beaverbrook’ s Kindergarten was former British
MI6 station chief in New Y ork, Arthur Ross, who deployed
his son to infiltrate LaRouche’ s movement in the 1970s.

The Australian Battleground

Both the ADC’s board, as well asits Oct. 1 submission
against LaRouche's friends in the CEC, bespeak their royal
sponsors. That board is almost entirely former Governors
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noted that, “Given the understandable growing unease over
globalization and its associated notions such as free trade,
deregulation and privatization, there seemsto be, on thelin-
guistic plane, justification for Left and extreme Right cri-
tiques.”

But not, apparently, for LaRouche.

Among his other outrageous crimes, the ADC complains,
LaRouche attacks the Mont Pelerin Society, the economic
warfare unit of the British Crown established in London in
the 1950s with financing from the Queen’s personal money
manager, City of London financier Harley Drayton. Drayton
also used the royal purse to build up the notorious Lonrho
Corporation, which looted and pillaged Africa for decades
under his protégé Tiny Rowland—a prominent example of
Queen Elizabeth and Prince Philip’s much-vaunted love for
“indigenous peoples.” The Mont Pelerin Society, the mother
of the entire privatization/deregulation/anti-big government
movement worl dwide after World War |1, hasto be protected
fromthe CEC/LaRouche, the ADC whines, because. “In Aus-
tralia its [Mont Pelerin’s] membership reads as the Who's
Who of Australian capitalism. Included are al the major
banks, insurance companiesand financia institutions, aswell
as British transnational corporations such asRio Tinto, mega
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media moguls, the Australian Farmers Federation, and in-
fluential conservative think-tanks such as the H.R. Nicholls
Society, the Tasman Ingtitute, and the Centre for Indepen-
dent Studies.”

The “influential conservative think-tanks’ are out-and-
out Mont Pelerin subsidiaries, whose associates frequently
become A ustralian government ministers, or evenprimemin-
ister, asin the case of the present Prime Minister, John How-
ard. Reflecting itsroyal patrons, the ADC is particularly hys-
terical about LaRouche's plans for “re-industrialization of
the economy” through a New Bretton Woods international
monetary system, in which “each nation would implement
simultaneously the LaRouche economic plan of domination
[sic], centralization and protectionism.”

Rees-Mogg alter ego Davidson wrung his hands on pre-
cisely the same economic policy issues—the alleged impact
of “LaRouche’'s anti-market, anti-trade and anti-investor ti-
rades’ on Brazil’ sPresident-elect Lula, “leader of theworld's
fourth-largest democracy.”

No L ocal Affair

Throughout most of the 1990s, the attackson L aRouchein
Australia came from the two dominant figuresin Australia’ s
Zionist Lobby, the Melbourne brothers and businessmen Isi
and Mark Leibler. Isi Leibler’scareer asaZionist leader was
sponsored by Canadian boozebaron and multi-billionaire Ed-
gar Bronfman, a key figure in the same British-American-
Canadian (BAC) Crown-centered faction as Black and
Murdoch. After Isi Leibler moved to Israel in the late 1990s,
the CEC' srepeated hammering of Mark L eibler for such dubi-
ous ventures as his “tax minimization” schemes for Austra-
lia's richest families, discredited him. The Privy Council
front, the ADC, then took the point to publicly attack
LaRouche.

However, the ADC in turn was badly stung, after
LaRouche responded to the early 2001 Brazil/Australia out-
burstswith hisarticle, “Look What Happenedin Brazil” (EIR,
Feb. 9, 2001). The CEC printed and circulated 50,000 copies
of a pamphlet entitled, The Real Sory Behind Queen Eliza-
beth’s Fascist Racial Vilification Legidation. It featured
LaRouche' sarticle, alengthy, well-documented chronicle of
his clash with the Crown. As an appendix, the pamphlet also
included the whole sordid history of the Leibler-controlled
Jabotinskyite wing of the Australian Zionist lobby.

After that, nothing of anti-LaRouche significance had
been heard from either the Leiblers or the ADC, until the
latter’s Oct. 1 call for the CEC to be banned, whose seeming
out-of-the-blue appearance bespoke precisely theglobal stra-
tegic origin of that attack.

To appreciate the terror driving the latest anti-LaRouche
fulminations by royal toadies, comparethe strategic situation
today, to that of two years ago. George W. Bush had just
been inaugurated as the 43rd President on Jan. 20, 2001; an
occasion which, as LaRouche evaluated at the time, “ defined
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the global setting” in which the simultaneous attacks were
launched against him in Brazil and Australia within days of
that inauguration.

Back then, the Crown had good reason to be optimistic:
Thenew President’ sfather had been knighted by Queen Eliza-
beth, for, among other services, hisrolein launching thefirst
war againgt Irag, “Desert Storm”; Sir George's son became
President because the Al Gore/George W. Bush Presidential
race had been successfully rigged by the financier establish-
ment to keep LaRouche out; and a new Middle East war was
aready being brewed by the Crown and its assets, even then.

Today LaRouche, far from being shunted to the political
sidelines, has emerged as a crucial factor in that uniquely
Americaninstitution, the Presidency—including leading mil-
itary figures, past Presidents, senior figuresinside and outside
the Executive branch, and other influentials—which has
played the decisive role in frustrating the attempt by the
Crown's Anglo-American Utopians to launch a new war in
Iraq and unleash a Clash of Civilizations. In that mission,
LaRouche hasfound himself side by sidewith friends, advis-
ers, and former associates of “Bush 41"—a lawful irony of
history, giventhenature of the United Statesand itsuniquein-
stitutions.

Royal Family Under Attack

For another glimpse at how the worm has turned, look at
the Dec. 14 issue of New Idea, Australia's second largest
women’s magazine, released shortly after the ADC' s Parlia
mentary submission. Onewould normally expect such amag-
azine to be a bastion of pro-royal conservativism, but New
Idealetloosewith ascorcher of acover story, entitled“ Sordid
Secrets of the Royal Family.” After listing a series of royal
scandals—including homosexual debauchery, drug usage,
income tax evasion, Nazi links, protection of Soviet spies,
etc.—the magazine zeroed in on the most damaging of all,
the Crown’s likely role in the assassination of the beloved
Princess Diana, the “People’ s Princess,” and her friend Dodi
Fayed. This opened with abrief review of anew book on the
subject which “confirms what other royal insiders have said
for five years—that Princess Diana was killed because of a
plot by pro-royal fanatics.” New|deathenfeaturedtheevalua-
tion of alongtime LaRouche associate, “respected investiga-
tor Jeffrey Steinberg, senior editor of theinfluential Executive
Intelligence Review.” Steinberg was quoted at length on the
royal family’s planning “to deal with the ‘Diana and Dodi
problem.” ”

To reach us on the Web:
www.larouchepub.com
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‘Southern Strategy’ Sinking,
With Gore and Lott’s Careers

by Nancy Spannaus and Jeff Steinberg

The fall of “Ole Miss” cheerleader Sen. Trent Lott (R-Miss.), corporate axis. A major symbol of this, Enron, which we
from his perch of power on Capitol Hill as Senate Majority exposed in our 2001 story, is now kapultt.
Leader, is just the most dramatic indication that both parties’ Third, we have the “permanent” government apparatu:
shift to the political “Southern Strategy” which took off in the associated with the Southern Strategy, specifically the€ prote
late 1960s, is about to come to a screeching halt. Lott’s out- s ofjdlashville Agrarian and Harvard Government Depart-
right racist style perfectly represents the policy Nixon consol-ment ruler William Yandell Elliott: Henry Kissinger and
idated, of building a permanent Republican majority based Zbigniew Brzezinski. As we have seen, Kissinger's baggag
on an appeal to Southern racism, so-called Christian fundawas just too much for the current Bush Administration to
mentalism, radical states’ rights, and libertarianism. But it is bear.
not just the Republican Party which is set for a change, but What will replace the Southern Strategy? That's the ques-
the entire economic and political apparatus which has taken  tion which pivots on the success of Lyndon LaRouche, th
over, and nearly destroyed, the United States over the paktading representative of the American Intellectual Tradition,
30-35 years. ingeneral, and the Roosevelt Democrat tradition in particular,
Taking as a point of reference the analysis of the Southerim successfully leading both the institution of the Presidency,
Strategy whichEIR published in January 2001, we see that  and the political process, out of the current maelstrom of
many arms of that political apparatus are nearly destroyed. economic and strategic crisis. It took geniuses like Abraham
Lincoln and Franklin Delano Roosevelt to resolve the other
Enron, Kissinger, Gore, Lott . .. major nation-threatening crises in our nation’s history. Right
First, we have the political party apparatuses, which now, it will take the leadership of LaRouche.
moved toward Confederate policies at the time of Nixon's
1968 Republican victory, and again, with the election ofNeo-ConsHead for the Exits
“Democrat” Jimmy Carter. Increasingly, both parties have  Trent Lott has been the personification of the Southern
been controlled by the Confederate ideology of an abandon-  Strategy since he first came to the Congress as an ally of se
ment of the general welfare principle of the Constitution, andconfessed “Jacobin” Newt Gingrich, in the late 1970s. Lott’s
an appeal to populism of the most degraded sort. Now, the “Southernist” roots go far beyond his remarks at the Stror
leading representatives of this approach in both parties ar€hurmond centennialfe. In 1984, Lott gave an interview to
headed toward oblivion: from the Democratic Leadership  Stuthern Partisanmagazine, in which he praised Confed-
Council (DLC), to Al Gore, to Lott himself. erate President Jefferson Davis as a man who personified the
Second, we have the financial apparatus associated with  “fundamental principles” of the Republican Party. “A lot of
the take-down of the nation as an industrial power, and industundamental principles that Jefferson Davis believed in are
try’s replacement by the rentier-financier empire of specula-  very important today to people all across the country, anc
tion and real estate, all based on deregulation and cheap labdney apply to the Republican Party. Itis the more conservative
Associated with this was the buildup of the New York-Texas  party.. .. The platformwe had in Dallas, the 1984 Republican
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platform, all the ideas we supported there—from tax policy
to foreign policy, fromindividual rightsto neighborhood se-
curity—are things that Jefferson Davis and his people be-
lieved in,” asserted L ott.

As of this writing, the leaders of the Republican Party
around the President, seem to have finally cut Lott loose.
Following an icy statement of condemnation of Lott’s state-
ments, and the sentiment behind them, from Secretary of State
Colin Powell, the President’ s brother, FloridaGov. Jeb Bush,
cameout to say—abliquely, but unmistakably—that L ott was
causing an intolerable problem for the Republican Party.

Among the first to desert Lott was the neo-conservative,
ex-Trotskyitewing of the GOP. Within hoursof thedisclosure
of Lott’sremarks on Thurmond, a neo-conservative gang-up
began, with such syndicated propagandists as Charles Krau-
thammer (Washington Post), William Kristol (Weekly San-
dard), George F. Will (Hollinger Corp.), and William Safire
(New York Times) all trashing Lott and demanding hisresig-
nation from the Senate Mgjority post. Until the axe began to
swing, L ott had been one of thetop alliesof the neo-conserva
tives, going so far, during the Clinton Presidency, as to hire
arch neo-con Richard Perle as his chief “foreign policy ad-
viser.

Even as he is now being shown the door, Lott has re-
mained atrueally to the“X Committee” crowd of Sharonists
who are conniving insidethe U.S. national security establish-
ment. On Dec. 16, the Washington Post reported that L ott had
rebuffed ex-Senator Warren Rudman as a GOP member of
the newly established Blue Ribbon Panel to investigate the
intelligence failures leading to the 9/11 attacks. Instead, L ott
appointed former Reagan Administration Secretary of the
Navy John L ehman, whowasthen among theleading suspects
as a cohort of Jonathan Jay Pollard, convicted of spying for
Israel. Lehman is a top official of the Jewish Institute for
National Security Affairs, acrucial Israeli penetration front
into the Pentagon and retired military circles. Heis aformer
business partner of Perle.

And on the Democratic Side

The Southern Strategy would not have won hegemony,
of course, if the Democratic Party had not also capitulated to
the Confederate ideology. One leading representative of that
thinking on the Democratic side, Al Gore, aso bit thedust in
mid-December.

Gore was a quintessential representative of the Demo-
cratic Leadership Council, the anti-FDR faction of the party,
whichwasfounded by organized crime-linked Michael Stein-
hardt back in 1985. Gore's anti-technology rants were ac-
companied by his anti-human policies of deregulation,
NAFTA, and technological apartheid toward devel oping na-
tions. On top of that pedigree, Gore was personally responsi-
ble for ripping up the 1965 Voting Rights Act, by insisting
that the Democratic Party nullify the votes and convention
delegates of Lyndon LaRouche, hisrival in the 2000 Demo-
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cratic Presidentia primaries.

Gore's Dec. 15 announcement that he would not run in
the 2004 elections surprised few, despite the headlines. His
lack of popularity with the party leadership was only
surpassed by similar lack of sentiment in the population.
Thoserooting for hiscandidacy appear to havebeen primarily
based in the top circles of the Republican Party, who saw it
asadeath knell for the Democratic Party.

Many might expect that Gore' swithdrawal would be pri-
marily agift to hisformer running-mate, Joe Lieberman, who
hasbeen d avering for thejob of Democratic nominee. Indeed,
Lieberman immediately announced that he was travelling to
meet “the troops’ in the Middle East, and would make an
announcement in early January. But Lieberman is already
“damaged goods,” asaresult of theintensive campaign run by
LaRoucheover thesummer months, inwhich the Connecticut
Senator’ sintimatetiesto organized crime, including Michael
Steinhardt and the Cuban right-wing networks in Florida,
werewidely exposed.

Thus, in LaRouche's view, the more dangerous option
that could be expected is an attempt to revive the “Bull
Moose” option, of the team Sen. John McCain (R-Ariz.) and
Lieberman, as a pro-war threat against President Bush. The
LaRouche campaign will escalate its exposure of this duo,
and their organized-crime links, accordingly.

Preparing a Radical Shift

None of these changes is surprising when one considers
that the post-Bretton Woods monetary policy of floating ex-
changerates, unbridled specul ation and usury, and thelooting
of the resource wealth of the devel oping and underdevel oped
world, with its post-industrial correlatives, has brought the
world to the point of economic and social breakdown. The
“Southern Strategy” has been politically discredited—and
many of its erstwhile victims are not prepared to knuckle
under any more.

At present, however, none of the leading institutions
which the Southern Strategy has dominated, have any clear
alternative in view. They are dropping their liabilities, but
have not come up with apositive approachto rebuilding polit-
ical or other ingtitutions.

AsLaRouche has emphasi zed, the collapse of theseinsti-
tutions putsthenation at acrucial turning point, similar to that
which Germany faced in the early 1930s. Either aleadership
comes forward which will mobilize the population around a
mission to rebuild the economy, or the nation facesthe poten-
tial of dissolving into a chaosthat will |ead toward the emer-
gence of fascism.

Over recent months, it has been demonstrated, by the ef-
fectiveness of LaRouche and his movement in “jamming up”
anlraqwar, that theinstitution of the Presidency around Presi-
dent Bush, can respond to proper leadership. The collapse of
the Southern Strategy clearly opens up more opportunities,
and hope, for such an immediate change.
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1974, whose witting intent is population reduction. Having
stated that the AIDS crisis was caused by a policy which
would result in genocide, Freeman presented LaRouche’s

BlaCk State LCgiSlatOI‘S program for global economic reform based on his call for a

New Bretton Woods financial bankruptcy reorganization. She

Hear LaRouche Spokesmen stressed that without overturning axioms, we will not be suc-

cessful in fighting AIDS or other new diseases that arise dur-

ing an economic breakdown.
by Rochelle Ascher This presentation set the stage for the rest of the confer-

ence. Freeman was joined by three other campaign organiz-
Debra Freeman, national spokesman for the LaRouche in ers, who spent the week meeting with many of the approx
2004 Presidential Campaign, was the lead speaker at the “Imaately 225 legislators gathered. In virtually every state, these
ternational Day” AIDS forum, sponsored as part of the 26th legislators are facing budget catastrophes, as well as the cor
annual conference of the National Black Caucus of State Legplete collapse of leadership and solutions by either of the two
islators (NBCSL), on Dec. 9-13 in Indianapolis. political parties; so, many were open to serious discussions.

International Day is a pre-conference event to the weekkegislators told stories of hundreds of thousands being
long annual NBCSL conference. This year's theme was  thrown off Medicaid, and budget deficits in the billions, and
“Bridging the Gap to Quality Care,” with the emphasis on theadmitted that the only solutions being put forward—budget
AIDS pandemic. Freeman spoke before a large audience, of  cuts and tax increases—amount to murder.
state legislators, diplomats and elected officials from several Conference attendance was smaller than usual, reflecting
countries, and labor leaders. Sharing the podium with her  the demoralization of many black legislators, as a result of th
were former Rep. Ron Dellums (D-Calif.), now chair of Con- economic crisis combined with the collapse of the Democratic
stituency for Africa, and speakers from Jesse Jackson’s Rain- Party witnessed by the Nov. 5 elections. Many states, such
bow/PUSH AIDS Bureau, The Africa Fund, Africa Action, Californiaand Michigan, were inemergency budget sessions,
and USAID. Ironically—or maybe not—the major financiers ~ and did not send representatives. Others, like North Carolina
ofthe AIDS forum were the pharmaceutical companies, guarare in such dire straits that they had no travel money for
anteeing that not a word of fundamental truth about the pan- legislators to attend. But one result of this, was that som
demic would be uttered by anyone but the LaRouche camlegislators have finally realized that their only alternative is
paign. LaRouche. Indozens of discussions, legislators invited candi-
Freeman shocked the audience with her presentation. Shiate LaRouche or his spokesmen into their states, for town

documented the role of Lyndon LaRouche on the AIDS crisis, hall meetings, or hearings in their legislatures on the
going back to a study he commissioned in 1974, forecastingaRouche proposal for a “Super-TVA”" Federal infrastruc-
coming epidemics of both new and old diseases, as a result  ture-building initiative.
of the economic policies being pursued by the International Freeman was able to address another key workshop, the
Monetary Fund and World Bank in Africa. She told the truth Agricultural Policy Committee Session, chaired by Rep.
about AIDS as a disease born of poverty, and bluntly detailedhomas Jackson (D-Alabama), where she was able to show
the genocidalintent behind those, such asthe authorsof Henry ~ the 12-minute videotape which LaRouche had prepared fo
Kissinger's National Security Study Memorandum 200 ofDec. 7 emergency town hall meeting in Los Angeles, and

LaRouchein 2004 national spokesman Dr. Debra
Freeman addresses the National Black Caucus of State
Legislators' conference on the AIDS pandemic and the
global economic crisis, in Indianapolis on Dec. 9.
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to further detail LaRouche's Super-TV A proposal. Freeman
highlighted the agricultural crisis as paradigmatic for the en-
tire economic disaster, and discussed the overall debt crisis.
She discussed Franklin Delano Roosevelt's policy as the
model for LaRouche’s Super-TV A, with the added necessity
of repealing all the deregulation/privatization legislation
adopted over the past 30 years. She challenged the audience
to hold public hearings, meetings with LaRouche and his
representatives, to mobilize the nation around areturn to the
principle of the General Welfare.

L aRouche Resolution Passes

Representative Jackson, who chairs Agriculture both for
the NBCSL and for the State of Alabama, gave animpromptu
speech on hisrelationship with LaRouche, identifying him as
a“true prophet,” asevery economic forecast he has made has
cometrue. Jackson described the harassment he hasreceived
for putting forward LaRouche’s ideas, but said that he was
sick and tired of the naysayers, and promised that he would
promote LaRouche's ideas, because the Democratic Party
has no leadership, no policies, no agenda. Either LaRouche's
concepts are adopted—particularly the overarching New
Bretton Woods proposal—Jackson said, or there will be di-
saster. He concluded, “1 am committed to make my tenure as
chair of this committee a servant to the least, not aservant to
Wall Street. | am grateful to Mr. LaRouche for keeping me
informed and acting as the conscience of the world.”

LaRouche representatives made major interventions in

two other policy sessions. The Labor and Management ses-
sion—whose key speakers were the head of an organization
representing African-American unionists, and an investment
banker speciaizing in pension funds—was interrupted by a
LaRouche organizer, who pointed out that all promises of
“themarket coming back” werejust lies. Interestingly, imme-
diately after theworkshop ended, all three of the major speak-
erssurrounded the L aRoucheorganizer for aone-hour discus-
sion on real economics, and LaRouche' s detailed proposals.

A similar intervention occurred at the Faith-Based Round
Table. Many legidlators are horrified at the inroads that have
been madeinto their organization by the White House Faith-
Based Initiative, aswell by asthe funding corruption of their
colleagues by Rev. Sun Myung Moon. One legislator vowed
to distribute thousands of the LaRouche in 2004 leaflet on
Moon throughout his state.

On the last day of the session, resolutions that had been
submitted by the chairs of the various committeeswereintro-
duced to the final plenary. Representative Jackson, as Chair
of the Agriculture Committee, had introduced a resolution
calling for a New Bretton Woods solution, prominently fea-
turing LaRouche, modelled on the resolution passed by the
Italian Chamber of Deputies on Sept. 25. Thisresolution was
posted on the NBCSL site for the month before the confer-
ence, and had been endorsed by a dozen state legislators.
While enemies of LaRouche tried to block it on procedural
grounds, supporters stood their ground, and NBCSL passed
it on the second voice vote.

LaRouche To Make State
Of the Union Webcast

The following announcement, “ Now, Two Years Later,”
by LyndonH. LaRouche, Jr., wasissued by hisPresidential
campaign committee on Dec. 10.

A little more than two years ago, | broadcast aforecast of
the likely situation during a year under the George W.
Bush then awaiting inauguration as the next President.
Subsequent events have fully borne out that economic
forecastinatimely fashion, likeevery published economic
forecast | had delivered to the written record during the
preceding thirty-odd years. So, now, on January 28, 2003,
at 13:00 hours Eastern Standard Time, | shall deliver an-
other history-making forecast on the state of theUnionand
of the world, by webcast, from our nation’s capital.

A few days earlier, President George W. Bush should
have presented his annua State of the Union address.
Then, in my report of January 28, | shall tell the world
where President Bush wasright in his official report, and

where he must urgently change his opinion.

Now, the world is gripped by the onrush of what will
prove to be the greatest monetary-financial crisisin more
thanahundredyears. Wishful fool sare hovering anxiously
at Dracula sgrave-site, waiting for therelevant Dracula—
the present world monetary-financial system—to recover.
That succubussystemwill never recover; but, theeconomy
of theU.S.A., the Americas, and el sewhere could recover,
asit did under President Franklin Roosevelt’ s leadership,
if the President and Congress are willing to take the early
steps needed to set that recovery into motion.

What exactly will happen during 20037 Only witches
and the financial-market touts who have so richly duped
and robbed so many among you predict, but prophets and
honest economic forecasters deliver warnings of danger,
likethewarning delivered tothe doomed Biblical Belshaz-
zar. | predict nothing; | warn you of the danger you incur
if you do not accept the advice of the most successful
economic forecaster of the past thirty-odd years.

My job isto lead you, and aso the current President,
out of the present mess, if you and he are willing to face
reality. On January 28, | shall sum up the situation, and
answer your questions about this matter.
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users’—“those who played several hours a day,” said Dr.
Mathews. Though he did not issue any blanket condemnation
o o of violent video games, Mathews did say, “I think this infor-
Stl_ldles ShOW V]_Olent mation gives credence to what has become a growing concern
. . about what is perceived as increased violence among adoles-
Videos Damage Brain s’
Carol Rumack, a doctor of radiology and pediatrics at the
by Don Phau :éniversity of Colorado, saiq that th.e Indiana Styd‘}/ sugge.s.ts
at repeated exposure to violent video games is “desensitiz-
ing the brain. ... The result is that the child can no longer
Recently released medical studies indicate that violent video understand the real effects of violence.” These conclusior
games damage the brain, possibly permanently. Video gamegere also confirmed in a discussion with John P. Murray,
may be more dangerous to your health than cigarettes or al- professor of developmental psychology at Kansas State U
chohol. This national scandal has been covered up for the bemersity. Professor Murray has conducted his own studies of
efit of the $10 billion-a-year video-game industry, of which  violence using MRI (see interview).
violent games rated “M,” for Mature, are the fastest-growing  There have been other less elaborate studies which back
segment. Approximately 20 million Americans, many under  up Dr. Mathews’ work. A story in the October 2002 issue of
18, play these “M” games. The studies, many years in th&Computer Gamemagazine reported that in Japan, Akio Mori,
making, show that repeated playing of violent video games  a professor of neurology at Nihon University, said that chil-
“desensitizes” the activities of the brain involved in reasoningdren are at risk of developing “Video-Game Brain,” a perma-
and planning, while activating those functions that respond  nent suppression of certain brain functions. He examined 24
toviolence. The studies include scientific data indicating thapeople between the ages of 6 and 29. Mori studied brain wave

these games may actually cause destructive behavior. activity over a six-month period. The subjects showed a d
These research studies also underline the assessmentscbhe in beta wave activity “associated with emotional func-
Lyndon and Helga LaRouche in this news service, and of  tions, planning and self-control. ... Those who spent 2-

specialist Lt. Col. David Grossman, that point-and-shoothours a day playing showed little activity at all.”

video games can and do function as training devices teaching

young players how to accurately shoot and kill human targetsI raining Killers

For more than three yearElIR has featured the warnings Another experimental test, done at the urging of Colonel

by Lyndon LaRouche, Helga Zepp-LaRouche, and Colonel Grossman, confirmed that video games serve as training d
Grossman, thatviolent “entertainment,” such as video gamesjces which teach children how to kill. In the Summer of 2000

was akey factor in shootings and killings at schools around the in Indiana, a study was conducted by a parents’ group calle
world, such as those at Columbine High School in Coloradothe Center for Successful Parenting (CSP), together with a
where 27 students and teachers were massacred by two crazed national police group called “Dogs Against Drugs.” The 1

youths addicted to violent video games and movies. sultsappeared inareportentitled “Video-Game Violent Skills
' o Study,” by Tom Stougton. This experiment involved: “forty
Decreased Brain Activity boys ages 12 to 18, none of whom had ever fired a firearm of

The lead study was directed by Dr. Vincent Mathews of ~ any kind. The participants were split into two groups of 20.
the University of Indiana, and presented at the 88th Scientifi@he control group consisted of the youths who had limited
Sessions and Annual Meeting of the Radiological Society = experience with ‘first person shooter’ video games. The ex
of North America in Chicago in December of this year. Dr. perimental group was made up of boys who claimed, in con-
Mathews’ team conducted brain scans, called functional MRI trast, to being avid players of these games. The boys in th
(Magnetic Resonance Imaging), of 38 teenagers, ages 13-1latter category were required to demonstrate their proficiency
The teens were divided into two groups. One group of 19 by actually playing a ‘first person shooter’ video game while
had been diagnosed as having behavior problems (Disruptivieeing observed by local law enforcement police officers from
Mental Disorders), and the other 19 were “normal.” Both Madison County, Indiana, who are firearm instructors.”
groups were given two video games to play. One game was a The report continues: “After two hours of rigorous safety
non-violent car-racing game, and the other was a violent instruction, each group fired two, ten-shot courses of fire witt
James Bond-type shoot-'em-up. Both groups played tha& .9mm automatic pistol at a human silhouette target located
games while having their brains scanned by MRI. According at a distance of 15 yards. The first ten shots were not score
to Dr. Mathews, the MRI scans measured brain activity byand were intended merely to familiarize the boys with the

increased blood flow in the scanned areas. feel of the weapon. The second ten shots were recorded at
The results showed that both groups had decreased bragsompared. The results were astounding. The control group;
activity when regularly playing the violent video game. Brain i.e., those boys with limited exposure to ‘first person shooter’

changes were most apparent in those teens who were “heavideo games, hit the paper target on an average of 85% of
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their shots, and hit *vital” areas of the silhouette 75% of the
time. Their shot ‘groups’ werelarge and dispersed acrossthe
entire face of the target. The experimental group, however,
struck the target with 99% accuracy and placed 97% of their
shots in the vital areas. Their shot ‘groups were as tight as
those of highly qualified marksmen.”

Grossman, author of two books on the effects of violent
entertainment and video gameson children, said that the CSP
study demonstratesthat strong shooting skillsdoindeed trans-
fer from video gamesto actual firearms. He a so noted, of the
Indiana University study: “Basically, this research demon-
strates, with brain scan research of large numbersof kids, that
violent media causes violent behavior. Thisisvital informa-
tionfor law enforcement . . . and amajor nail inthe coffin for
the mediaviolenceindustry.”

Interview: John P. Murray

“These Studies
Are On Track’

Professor Murray teaches developmental psychology and di-
rects the School of Family Sudies and Human Services at
Kansas Sate University. Findings of his research on the ef-
fects of violent media on children, are in the October 2001
Psychiatric Times (www.psychiatrictimes.com). Professor
Murray was interviewed on Dec. 11 by Don Phau for EIR.
Theinterview has been excer pted.

EIR: What did theresearch of Dr. Mathews show?
Murray: | haven't seen the full version of the study, but
we' ve been doing research as well on the effects of TV vio-
lenceand activation of young children between8and 12 years
old.. .. Hewasusing clips of video-game violence; we were
using clipsfrom Sylvester Stallone' s“Rocky 1V.” Wherethey
come together, is we see areas of [brain] activation that are
peculiar, that are significantly active when viewing violence
and not active when viewing other things. . . .

So, while | can’t speak for Dr. Mathews precisely, in our
studieswefound that an areaof the brain called theamygdala
isinvolved. It' san areaof the brain about the size of athumb-
nail at the base of the brain. That’ sthe organ that sensesthreat
in the environment. It fires up, in the most common way, if
someonewasto drop asnakeinfront of you. . . . That gaspis
the amygdala. It senses the threat and instantaneously re-
sponds. It changes all kinds of thingsin the body, it changes
respiration, heart rate, and a whole bunch of biochemical
changes get triggered. We expected that when kids were
watching violence, asopposed to non-violence, wewould see
more activation of theamygdala. That’ sexactly what we got.
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EIR: Thisisyour study. Youdid MRI studies also?
Murray: Yes, thisismy study. What our findings also told
us, was that the kids were aroused by the violence; they may
betrying toimitateit and they stored it away in an area of the
brainthat isreserved for significant memories, for easy recall.
That initself tellsyou a story about why the effects of media
violencehad been demonstrated in overt behavior inkidsover
the past 30 or 40 years of research.

Now what Mathews did which is interesting, is that he
took it astep further; he came at it from adifferent angle and
asked a question . . . how would kids differ if we looked at
kids who were either the victims of violence—that is, kids
who were abused—or the perpetrators of violence? That is,
kids who were aggressive and acting out. What M athews has
shown, is what we were predicting you might see: that you
have less frontal 1obe involvement, less pre-frontal cortex
involvement in these disturbed youngsters. . . .

EIR: Does the study show that the violent video games are
more effective in invoking this response?

Murray: That is my reading of what he found. He found
these effects. He studied violent and non-violent video games
and found these effectsin only the violent video games.

EIR: Arevideo gamesinvoking psychological trauma?
Murray: Well, they' reinvoking the arousal, not necessarily
thetrauma. They are certainly invoking the arousal and anxi-
ety and theother concommitantsof behaving violently, which
will beincreased heart rate; they’ re on the attack. The reason
people have zeroed in on these video games, particularly the
newer versions, the first-person shooter video games, is that
they put the player in the context of being the aggressor, of
performing the violence, as opposed to someone just watch-
ing violence. The concern has been that all the effects that
have been demonstrated about TV violenceor movieviolence
over the past 30-40 years are even compounded and exacer-
bated, made more dangerous, or more worrisome, by the
video gameswheretheviewer isaparticipant in the construc-
tion of theviolence. . . .

Up until now, alot hasbeen speculation, and it still iskind
of open to discussion. What isn’t open for discussion is that
we have easily 40 years of research on the issue of TV vio-
lence. It's been studied from every angle, but not neurologi-
cally; and there’ s clear evidence that kids who watch alot of
violencearemorelikely to beviolent, and morelikely to hold
valuesfavorableto using aggression to solve conflicts. That's
been floating around at least since 1972 when the Surgeon-
General released a report on this, and each year adds more
information on this. But this whole new track of looking at
brain functioning is very, very new. There will be ups and
downs in our understanding and legitimate criticisms of the
studies. But knowing what we know about how behavior
changes when they watch violence, and getting a glimpse at
how the brain operates, we have a pretty good estimate that
these studies are on track.

National 71



Editorial

Taking On the ‘Inevitable’

An American invasion of Iraq which seemed “unstop- “The second guestion must be answered against the
pable” and more or less immediate, in late Summer obackground of the first. The question is of the same
this year, was stopped as Lyndon LaRouche said—in  class of implications as: If the German generals jvere to
his international webcast of Sept. 11, 2002—it couldpermit President Hindenburg to appoint Hitler Chancgl-
be stopped. His campaign’s months of mobilization,  lor, would Hindenburg’s Germany, and its gengerals,
distributing 7 million leaflets and hundreds of thousandshenefit in the end?
of reports exposing the Utopians behind the war drive, “For people who actually think, such are thq lines
played the crucial role in voluntaristically taking on the along which the lurking threat of a general outbreak pf
“inevitable.” International forces opposedtotheuncon-  an Iraq war is considered by competent strategid think-
stitutional and illegal doctrine of “preventive pre-emp- ers now. The outbreak of such a war, would mean that
tive war” were the other critical component of action. the U.S.A. were on the road to its own self-destrugtion,

Now again, from many quarters, and particularly that the relevant institutional forces of the U.S.A., like
throughout the U.S. and major international media, the ~ the German generals who failed to force Hindg¢nburg
cry is going up that war on Iraq is inevitable, and morenot to appoint Hitler, had lost the required margin gf
or less immediately. These war cries, including the  moralfitness to survive. A July 1944 would be awhiting
plaintive, fatalistic ones, have to be taken directly onthe military cadres who failed to stop the Hitler appoin
fortwo reasons: because such awarwould be disastrous ~ ment already in January 1933.
for the Middle East and for all nations involved; and,  “That is the forecast which all competent thinkers
because it will not happen if we can break the current  would be making, including van Crefeld if he thpught
desperate paralysis of economic policy, in the face othrough the warning attributed to him in today’s dis
worsening depression. patches.

On Dec. 17, Presidential pre-candidate LaRouche “The problemis, that all too many, including some
attacked the Iraq war fatalism. “Included in this morn- ~ among my associates, tend to think like fatalistic pook-
ing’s dispatches from Wiesbaden,” LaRouche said, “iskeepers or social-democratic and kindred devoteeq of

[Israeli military historian] Martin van Crefeld’s ex-  ‘historical materialism,’” rather than those true, aflult
pressed fear that the attack on Iraq might, nevertheledsuman beings called ‘voluntarists.’”
occur. In the aftermath of the Nov. 5 American electiong,

“For political analysts, or bookmakers or bookkeep-the Bush Administration necessarily turned to the qugs-

ers steeped in the tradition of crap-shoots and Belmont  tion of the plunging economy, the urgency pung¢tuated
Park ‘boat races,” van Crefeld is obviously correct.by the rapid-fire firings and resignations of “leaderg”
However, in real world of thinkers, rather than gam- of the Executive and both parties. These domindes are
blers, the relevant questions are two. First: Will thosefalling because the last 30 years’ economic poligy
U.S. institutional forces which have blocked the war  axioms are now shattered, hopelessly wrong and of no
thus far, suddenly collapse at this stage? Second, insteadfect. A thorough “Rooseveltian” shift must occur—
of the psycho-sexually impotent: ‘Were those forcesto by so far, the Administration does not allow it.|That
collapse now, what are the statistical chances of warXould change overnight in the crisis. All men anfl
rather: ‘Were President Bush, for example, to launch women of good will should throw all their effortg into
such a war, what would be the countervailing consethat development, rather than fatalistically “predicting”

guences of his launching such a wild-eyed act of folly?”  war which will be averted if we achieve it.
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