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From the Associate Editor

I n 1973-74, Lyndon LaRouche commissioned a study of the epide-
miological effects, globally, of those changes in monetary policy
which had been initiated under President Nixon in 1971. The pub-
lished result forecast that if those monetary and economic policies
were continued, the world would soon be gripped by a major epidemi-
ological disaster.

Let those beef carcasses on our cover serve as an emblem of
the fact that LaRouche was right! Not only did the AIDS pandemic
emerge in the 1980s as a result of the very processes he described—
an epidemic which is now wiping out entire nations—but now, the
food supply of the United States itself is in jeopardy from new dis-
eases that are “jumping the species-barrier,” such as the so-called
Mad Cow disease. Oufeature provides the first comprehensive
picture in the world literature, of the science behind these strange
new disease-outbreaks; the economic policies of deregulation which
made them inevitable; and the political fight with respectidong
something to protect ourselves. As Marcia Merry Baker points out, it
is highly ironic that with all the Bush Administration’s talk about
Homeland Security and protection against bio-terrorism, “the United
States is in a state of outstanding lack of preparedness to handle a
clear and present danger in the livestock/food chain.”

OurEconomicssection documents, through various current news
developments, how the floating-exchange-rate monetary system ush-
ered in by Nixon in 1971 is leading to a catastrophic blowout of the
global economy today. The leading story is of course Argentina,
where the International Monetary Fund was forced to back down in
its confrontation with President Kirchner, out of fear of a chain-
reaction of defaulting nations.

Also in the domain of LaRouche’s highly accurate forecasts, see
Jeffrey Steinberg’s report on the Madrid terror bombings. Just last
August, LaRouche warned that the most likely scenario for new ter-
roristassaults would emerge in Spain, as aresult of the redeployments
of the Synarchist International. That analysis left many readers puz-
zled atthe time—~but the events of March 11 show how very prescient
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Argentina Backs Down the IMF,
But Pulls the Knock-Out Punch

by Dennis Small and Cynthia Rush

Early onthe afternoon of March 9, after several days of tense
negotiations, the Argentine government and the International
Monetary Fund (IMF) stepped away from atotal showdown
on the issue of Argentina's restructuring of $99 hillion in
public debt on which it defaulted in December 2001, and the
two sides came to a time-buying agreement. Negotiations
went down to thewire, with President Néstor Kirchner threat-
ening to default on a $3.1 billion payment due the IMF that
day, and refusing to bend to fierce international pressure to
pay more on the defaulted public debt than the 25% of face
value he announced months ago.

Under the terms of the accord, the IMF agreed to lend
Argentina $3.1 billion, which will be used to cover Argenti-
na s $3.1 hillion payment back to the IMF—a straight debt
rollover—without imposing major new austerity require-
ments on the country.

The Kirchner government thus backed down the once-
mighty IMF, and won this round of the battle by threatening
to use its “debt bomb” if forced to the wall. But Kirchner
failedtodeliver theknock-out punchtotheentirel MF system,
which inall likelihood would have resulted if Argentinahad
outright defaulted on its $3.1 billion payment.

It was, in fact, fear of such a financial chain-reaction
whichdrovetheU.S. Treasury toinstruct the[MF bureaucrats
to back off from the showdown. AsU.S. Presidential candi-
date Lyndon LaRouche commented on hearing the news:
“There was enough dynamite there, that the Argentine crisis
could have been a detonator for all that explosive power.
That's the secret of this thing: The U.S. Treasury and IMF
had to side-step the confrontation, and try to buy time.”

LaRouche was referring to the latest Bank for Interna-
tional Settlements quarterly report (which documents the
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multiple dangers of financial explosion internationally), and
the looming bankruptcy of the U.S. giant Fannie Mae and
Freddie Mac mortgage agencies (see article, p. 8).

LaRoucheYouth Linking Brazil, Argentina

A particularly important stick of financial dynamiteisthe
debt of Argentina’'s neighbor Brazil, which owes some $28
billion to the IMF. Together, Argentina and Brazil account
for nearly 50% of al the debt owed the IMF. The London
Guardian’sLarry Elliott noted in the paper’ sMarch 9 edition
that Argentine defiance of the IMF “raises the ultimate spec-
tre: adomino effect of defaultersthat could bankrupt it.”

Thebankers' particular nightmareisanallianceof Argen-
tinaand Brazil to usethisdebt weaponto forceaglobal finan-
cial reorganization around the specifications of LaRouche's
New Bretton Woods proposal .

Precisely such action was called for by the international
LaRouche Y outh Movement, which issued an open letter to
Brazilian President Lula da Silva March 8, and held rallies
beforethe Brazilian and Argentineembasssiesinahalf-dozen
countries. The letter, published in the March 11 edition of
Listin Diario, the leading newspaper of the Dominican Re-
public, urged Lulato support Argentina, and work with it and
other nationsto bring about L aRouche’ sNew Bretton Woods
to displace the IMF (see box).

But President Lula, so far, is waffling. Lula proclaimed
his“solidarity” with Argentina, but insisted that Brazil isina
“very different” situationfrom Argentina. Lulahad originally
agreed to meet with Kirchner on March 10—the day after the
IMF payments deadline—but chose to postpone the meeting
by aweek, so asnot to betoo closely identified with Kirchner.

Just under the surface, there is a battle raging inside the
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Lulagovernment over economic policy. Lulaisstill trying to
figure out a way to manage his country’s own impossible
debt situation within the framework of the IMF. According
to Argentina's La Nacion, Brazil's Foreign Ministry, Ita-
maraty, is particularly cool to the idea of a close alliance
with Argentina; but others show enthusiasm for just such
an approach.

José Botafogo Goncatalves, Brazil’ s ambassador in Bue-
nos Aires, reportedly reflects the Itamaraty line. In remarks
that irked President Kirchner, he told La Nacion that the
agreement made at the Feb. 27-28 Group of 15 meeting in
Caracastodefinea“commonstrategy” towardthelMF, didn’t
meanthat Brazil and Argentinaweregoingtojointly negotiate
their debt with the IMF. “The debts are different; we're not
talking about negotiating together with our creditors. We're
in very different situations,” Botafogo said. He went on to
stress the need to reform the IMF slending criteria, whichis
what Lulais also discussing with European leaders such as
France’ s Jacques Chirac and Germany’s Gerhard Schroder.
Lulais caling on the IMF to exclude public investments,
particularly ininfrastructure, from government cal cul ation of
their primary budget surplus—i.e., put that investment before
debt payment. But heis not proposing radical changesin the
IMF system as such.

But Kirchner's somewhat more aggressive strategy is
popular inside Brazil, which is causing Lula headaches. Ac-
cording to the March 9 Jornal do Brasil, “Asit isknown that

Near showdown with the IMF, Argentine President Kirchner (with
Economics Minister Roberto Lavagna, left) spoke by phone with
Brazlian President Lula da Slva. Argentina made the IMF blink;
but Argentina and Braz| together could have forced a global
monetary change.

a wing of the Brazilian government is sympathetic to the
stance on foreign capital defended by the neighboring coun-
try, an Argentine default could translate into greater pressure
on Brazil’ s orthodox economic policies.”

Open Letter to Lula:
Join Argentina

On March 8, the LaRouche Youth Movement issued an
openletter toPresident LuizlnacioLuladaSlva, of Brazil,
whichreadin part:

Dear President Lula:

The LaRouche Youth Movement (LYM) in various
countries around the world is issuing this open letter to
urgently call on your government to:

1. Firmly support the sister republic of Argentinain
its current life-and-death battle against the International
Monetary Fund (IMF) and the so-called “vulture funds’;
and

2. Join Argentina and other nations in promoting the
call for aNew Bretton Woodsto replace the current bank-
rupt and genocidal IMF system, asissued by the renowed
economist Lyndon LaRouche, currently a Presidential
candidate running in the Democratic primaries in the

United States. . . .

President Lula: Those who today attack Argentina,
will tomorrow do the same to Brazil. Do not repeat the
mistakes made in 1982 by the governments of Brazil and
Argentina, when they did not support the heroic battle
waged against the IMF and the voracious speculators by
then-Mexican President José Lopez Portillo, who had
adopted the proposalsof Lyndon LaRouchefor thereorga-
nization of the international financial architecture.

A decadeearlier, LaRouche had apublic debatein New
York City with the most famous “Keynesian” economist
of thetime, Abba Lerner, in which LaRouche denounced
thoseforcesinthe United Stateswhowereimposing fasci st
policies on Brazil, modeled on the policies of Hjamar
Schacht, Adolf Hitler's Economics Minister. Lerner de-
fended Schacht, saying that, had he succeeded, “Hitler
would not have been necessary.” LaRouchedefended Bra-
zil. Today, those same fascist interests are assaulting Ar-
gentina. . . .

President Lula: As Lyndon LaRouche said, the key
issue is: “Who are the leading personalities” who will
make the necessary decisions?

—The LaRouche Youth Movement

EIR March 19, 2004
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Vulture Economics

In their crazed attempt to prop up the crumbling global
financial system, the IMF and the Group of Seven industrial-
ized nations are determined to squeeze more blood out of
every economy onthe planet, and thustried to makeof Argen-
tina abloody example. They stepped in as collection agents
for the vulture funds, and threatened that unless Kirchner
capitulated to their demands, they would not approvethe IMF
performance review or reimburse the $3.1 billion payment.

But Kirchner stood firm. Argentina s people and national
interests must come before the banks, he said. To pay more
than 25% would mean a“ new genocide” against the country.

The bondholders were outraged that they didn’t get their
way. A Standard & Poor’s director snarled, after the an-
nouncement of the 11th-hour deal, “The bondholders have
every right to bedisappointed.” The Financial Timesreported
unhappily that Argentina remained “defiant towards private
creditors.” And Scott Grannisat Western Asset Management
Co. bemoaned “the government’s lack of respect for global
capital markets.”

Awarethat even more brutal pressureswill comein June,
when the IMF accord comes up for review, Kirchner told
his closest collaborators not to rest on their laurels, because
“WE' re in a minute-by-minute, hand-to-hand combat.”

He' sright. Speaking at aMarch 10 U.S. Senate subcom-
mittee hearing in Washington, U.S. Assistant Secretary of
Treasury for International Affairs, Randal Quarles, stated un-
ambiguously that Argentinamust tighten its belt still further:
“Itistheresponsihility of Argentinatowork withitscreditors
to achieve a debt restructuring deal that will define the in-
creasein primary surplusabove [the current level of] 3%, that
is needed to cover debt service on performing and restruc-
tured debt.”

And speaking for thevulturesthemselves, Adam Lerrick,
of the steering committee of the Global Committee of Argen-
tina Bondholders, addressed the same Senate hearing, and
bemoaned the fact that “we no longer livein an erawherethe
governmentsof private sector lenders send the navy to collect
on their bad loans.” And he went on to express outrage at the
very idea of putting the people and their survival ahead of
speculative paper: “ Argentina has made a pre-emptive deci-
sion. Paymentsto the country’ slenders are now deemed dis-
cretionary expenditure, not fixed obligations. Government-
sponsored posters of ragged children crystallize a new con-
cept: The ‘socia debt’ to provide a better quality of life for
citizens takes priority over the financia debt to the nation’s
creditors. If Argentinaeven comes closetoimposing the 90%
debt reduction” —thevulturescall it 90% by adding in unpaid
interest charges—"how can Latin American leaders, or any
developing-country politician, justify to their electorates
stringent fiscal effortsto honor obligationstoforeignlenders?
Why not schools and hospitals instead of repaying rich for-
eigners? Theresulting defaultswill cascadethroughtheinter-
national capital markets.” Thisistheangry voice of fascism.
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Hyperinilationary Rise
Spreads Worldwide

by Richard Freeman

During the past 8 months, a wide array of goods, from raw
materials, to intermediate goods, in addition to some final
goods, have undergone price explosions not experienced, in
some cases, in more than two decades. A leading exampl e of
thisisthe case of gasoline. By the end of the week of March
1-5, at self-service gasoline pumps throughout California,
the average price of gasoline had risen to $2.11 per gallon,
according to the Energy Information Agency (EIA) of the
U.S. Department of Energy. The EIA reports that during the
past 10 weeks, the price of gasolinein Californiahas climbed
51.7 cents per gallon—or 32%. The price is within pennies
of its all-time record of $2.145 reached during the Summer
of last year, and some analysts predict that the pricewill shoot
to $2.50 or higher by the Summer of thisyear.

On March 4, U.S. Energy Secretary Spencer Abraham
said that the Bush Administration is “extremely concerned”
about the impact of high gasoline prices. One of the reasons
cited for the oil priceriseisthe sharp increase in the price of
crude ail, the raw stock from which gasoline is made. On
March 5, at the close of trading on the NYMEX (New Y ork
Mercantile Exchange), the price of crude oil jumped to above
$37 per barrel. But ascribing theincreasein the gasoline price
totherisein the price of crude explains nothing. Why hasthe
crude oil price spiked upward? Heavy speculation and geo-
political factors can account for some of the price increase,
but there is much that they do not account for.

The same is true for dozens of commodities. Each has a
particular explanation for its price increase, but this does not
explain why all of these prices are shooting up simultane-
oudly. Didtheparticular alleged trigger for each commodity’s
priceincrease, get activated at the same time 8 months ago?

The problem with economists' explanations is that they
are desperately seeking to conceal what is going on. 2004
Presidential candidate Lyndon LaRouche has uniquely ex-
plained the deeper processthat governswhat iscurrently hap-
pening. Over therecent period, thedisintegration of the hope-
lessly bankrupt world financia system has accelerated. In
response, Federal Reserve Board chairman Alan Greenspan
attempted to prolong the system: wildly increasing the emis-
sion of monetary stock to prevent the speculative financial
aggregates—stocks, bonds, derivatives et. al—from collaps-
ing. This process set off an hyperinflationary explosion in
asset prices, led by real estate; and it has now spread to com-
modity andintermediategoodspricesingeneral. Itisproceed-
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ing along the same path as the Weimar hyperinflation which
ravaged Germany from March through November, 1923.
Now, this Weimar processis extended to the whole world.

The Case of Steel

What isunfolding with regard to steel isamarker for the
systemasawhole. U.S. steel priceshavejumped at |east 30%
in two and one-half months; it has reached the point that
suppliers can't predict from week to week what steel prices
will be. Thisis affecting all those who buy and bend steel,
from appliance makers, to tool-makers, to commercial con-
struction companies.

Bob McDaniels, president of Oncore Construction LLC,
reportsthat heisstockpiling, inanticipation of priceincreases,
“1 bought atractor [trailer] full of nails, because | was afraid
| would be paying more next month.” During the past year,
the cost of nailsroseto $25 a box, from $12.

The Feb. 23 Wall Sreet Journal reported that toward the
end of February, the spot-market price of hot rolled steel —
an industry bench-mark—was running at about $500, with
surchargesincluded, up 30-50% fromamonth earlier, accord-
ing to varioussteel buyers. Peter Fish, of MEPSLtd, aBritish
steel-market consulting firm, predicts steel prices will reach
an eight-year high during March.

Steel is an intermediate good crucial to every economy:
itisusedintheconstruction of everything from machine-tools
to bridges, to automobiles. Its price increase is transmitted,
through the bills of materials, to every part of production.
Its price increase (and those of other commodities) could do
further damagetothe U.S. physical economy and destroy the
last remnantsof the Bush-Cheney Administration’ seconomic
recovery myth. NelsLeutwiler, president of the Chicago, Illi-
nois-based Parkview Metal Products, reported that he has
aready laid off 80 out of his 500 workers—16%. He stated
that, for those metalforming companies that have survived
the depression, “this sudden run-up in steel priceswill bethe
last straw for many of them.”

Most economists, to the extent they have said anything to
explain the steel price increase, have attributed it to China’'s
heavy buying of steel. China has bought large amounts of
steel for its considerable industrial and infrastructural devel-
opment, and in addition to that, for construction of the stadia
and venuesfor the 2008 Olympicsin Beijing. Indeed, during
2003, China consumed one-third of the world' srolled steel,
asizeable amount. But does this explain the sudden increase
in steel prices by 30-50% between January and the end of
February of thisyear? Hardly.

Primary Commodities and Foodstuffs

One can only fully understand the jumps in the prices of
steel and gasoline, from the standpoint of a worldwide pro-
cess. Table 1 shows that since the end of the second quarter
of 2003, priceshaveexploded by 9-94% for avariety of goods
needed for human existence—from metals, to energy sup-
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TABLE 1
Raw Materials Price Increases
($ Per Metric Ton)
2nd Q February Percent
Commodity 2003 2004 Increase
Metals
Copper 1,641 2,752 68%
Aluminum 1,382 1,685 22
Tin 4,658 6,663 43
Nickel 8,372 15,099 80
Lead 456 885 94
Hardwood Logs 182 199 9
Softwood Logs 148 178 20
Energy
U.K. Brent Oil* 26.1 313 20
Australian coal 254 435 71
Uranium** 10.6 16.1 53
Foodstuffs
Wheat 137 161 18
Soybeans 246 370 50
Soybean meal 197 279 42
Palm Oil 419 534 27
Fish Meal 603 685 14
Olive Oil 3,618 4,669 29

* Price of Brent oil is measured per barrel.
** Price of uranium is measured per pound.

plies, to foodstuffs. The underlying reason for this, isasurge
in Weimar-style hyperinflation. For example, for the metals
group, the price of auminum rose by 22%, that of nickel by
80%, and that of lead by 94%.

There are particular reasons that can be cited to partially
explain why a particular commodity’s price rose, such as
perhaps apoor crop in the case of afoodstuff. Thedeclinein
the value of the dollar is another contributing factor: some
raw material producers have partially raised the price of their
commodities, priced in dollars, to compensatefor thedollar’s
fall. However, these are not predominant forces.

Think methodologically. The world financial system is
disintegrating, an underlying reality which nearly all econo-
mistsand | eading politicianshave been frantically attempting
to deny. In response to that disintegration, Fed chairman
Greenspan has followed awildly destructive money-printing
process. Thelawful resultisthat ahyperinflationary processis
breaking out, that could soon reach the gal e-force proportions
last seen in Weimar Germany, eight decades ago.

To reach us on the Web:
www.larouchepub.com
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‘Dynamite Is Everywhere’
In Financial System Now

by Paul Gallagher

AsPresidential candidate Lyndon LaRouche was addressing
hisAustralian movement onMarch 5 (“ ThisWorld Monetary
System Is on the Way to the Burial Grounds,” see below),
alarm bells were indeed tolling very loudly for the global
financial system, which threatened to explodebeforethe U.S.
Democratic Party holds its nhominating convention in July
in Boston.

While the bomb the International Monetary Fund (IMF)
and monetary authoritieswere working hardest to defusewas
the Argentine debt bomb, even bigger explosives lay else-
where. One London banker told EIR, “Argentina may be a
difficulty for theFund and for thefinancial world, butif you're
looking for the really big crisis, look at the United States. A
giant crisisis coming there, sooner than most peoplethink. It
isnow clear, that what has been keeping the system going, is
just pumping of liquidity. . . . The United States is the place
to look, for where the really big crisis will hit.” A series of
U.S. economic disasterswere announced in early March, like
blowswhich sent the stock marketsreeling, made pathetic the
Bush Administration’s"recovery” bravado, and deepenedthe
fears of Fed Chairman Alan Greenspan and his international
counterparts about “ systemic threats’ of acollapse.

U.S. Debt Bomb GetsWorseand Wor ser

The U.S. Labor Department’s March 5 report on unem-
ployment in February, though shocking in its mgor an-
nouncement of the complete lack of job creation in the econ-
omy, was much worse for its small print. Nearly 3 million
Americans have dropped out of the labor force since March

Then on March 10 came the worst-ever trade deficit
report from the U.S. Commerce Department, a $48.4 hillion
trade deficit in January (approaching a $600 billion annual
rate), as U.S. exportsfell during the month despite the dollar
decling; and a $43 hillion current-account deficit in that
month. This, and the $5-600 hillion Federal budget deficit,
had scared Greenspan, during Senate testimony on Feb. 25,
into demanding drastic austerity against government entitle-
ments, including Social Security and Medicare, and other
desperate measures, in order to preserve the system of free
trade. One newsletter, published by a senior Republican
Party figure, reported that Greenspan frankly “fears another
great depression,” and believes that al that has held off
disaster so far “is the exponential growth of credit deriva
tives’ which have “sheltered the banking system from a
catastrophic collapse.”

But a potential derivatives-driven collapse was the third
major shock, a March 10 report involving the huge national
mortgage company known as Fannie Mae. Greenspan had
aready, on Feb. 25, told a Senate committee that Fannie
Mae—a giant Federally-subsidized corporation with $2.4
trillion in mortgage-debt securities outstanding—had too
much debt and could cause a “systemic” crisis if it failed.
Fannie Maewas supposedly protecting itsvast exposurewith
credit derivatives, but on March 10 the London Financial
Timesreported, “An independent analysis of Fannie's ac-
counts suggestsit may haveincurred lossesonitsderivatives
trading of $24 billion between 2000 and third-quarter 2003.
... The potential scale of theliahilities, which have yet to be
recognized in the company‘s earnings or in the minimum
capital adequacy required by its regulator, raise fresh doubts
about thefinancial health of themortgagefinancegiant. Regu-
lation of Fannie Mae and its sibling Freddie Mac is rapidly
moving up the agendain Washington, amid concernsthat the
two government-sponsored entities have grown so big that
they pose asystemic risk to the U.S. financial system.”

Fannie Mae and Freddie Mac have been the huge bellows
blowing up thetremendous U.S. real -estate mortgage bubbl e,
which has become both the financial “lifeline” of American

2001, and almost 400,000 abandoned the labor force in Feb-households' consumption, and the engine of their ruinousand

ruary 2004 alone—in addition to the 8.2 million unemployed
and 5 million forced to work only part-time—making real
unemployment well over 10%. A steadily shrinking labor
force has never appeared in any U.S. “post-recession” in 100
years—only in the first years of the Great Depression. The
February report also revealed that the average American em-
ployee's wage had grown only 1.6% in a year, while his or
her household’ s average debt had grown by 10.4%, and home
priceswereinflating at a15% annual rate. The unemployment
report was claimed, politically, to lock the Federal Reserve
into “no rise in interest rates until 2005” from their current
40-year low. Thisisafatal trap for the central bank, as some
Fed governors clearly see, in an economy actually bursting
with inflation asthe dollar falls (see article, page 6).
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rapidly increasing indebtedness.

Fannie Mae acknowledged the derivatives | osses, though
refusing to quantify them until areport to beissued on March
15. In Congressional testimony on March 9, Treasury Secre-
tary John Snow had warned that theideathat thetwo mortgage
giants were “too big to fall” was wrong, and that the Bush
Administration did not want to be seen as guaranteeing a
subsidy of their debt in order to bail them out in amortgage-
debt crisis. But should one of the mortgage enterprises fail,
or be taken over by regulators as Greenspan had mooted, the
shock to the super-heated American mortgage bubble would
cause an explosion.

A City of London financial expert commented that the
problem of the large derivatives losses was not limited to
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What does Ex-IMF Director Horst Kuer (left) fear? What does he know that others
don’t? Kéhler suddenly, on March 4, fled his IMF position—one of the world’s most
powerful offices—supposedly to seek the largely ceremonial Presidency of Germany! . . .
Here he's pictured with one mooted candidate to fill his abruptly-vacated office, Brown of'€ir @cumulation, aswell asthe appli-

the U.K.

Fannie Mae, but involved the very large number of counter-
partiestoitsderivativescontracts. If thegovernment formally
withdraws the implicit public guarantees of Fannie Mag's
debt, the counterpartieswould most likely suffer huge losses.
“L ook at JP Morgan Chase, which holds 50% of these deriva
tives. And other banks are heavily exposed to this as well.
Thenyou get into yet another ‘too bigtofail’ situation.” Then
it would be up to the Federal Reserve to step in, and that's
why Fed governors Susan Schmidt Biesand Mark W. Olson
recently sounded alarm about the mortgage risk.”

Inother words, what threatensisanother, and muchlarger,
LTCM-style failure: When the large derivatives-dealing
hedge fund Long Term Capital Management went bust in
1998, theglobal financial system nearly melted down, asFed-
eral Reserve officiass, including Greenspan, admitted—Iater.
A FannieMae or Freddie Mac failure would dwarf the explo-
sivechargeof LTCM.

Fearsat theBlSand IMF

The Bank for International Settlements Quarterly Re-
view issued in March, also pointed to a rising number of
“factors of systemic risk” in the financial system, including
therush of banksand investorsworldwideinto high-risk mar-
kets, and a 26% increasein just the past year in the turnover
of financial derivativescontractsat theofficial derivativesex-
changes.

The IMF itself was “hit like a bombshell” by the abrupt
resignation of itsManaging Director, Horst Kdhler, on March
4, lessthan aweek before the deadline at which an Argentine
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default to the Fund was feared. The
day after Kdhler jumped ship, the IMF
website put up a press rel ease reporting
on a Feb. 25 meeting of the Fund's
directors, to discuss “financial risk” to
the ingtitution, and the need to bolster
“precautionary balances’ against the
“risk of an income shortfall.” Specifi-
cally, the directors “ stressed that sound
risk management requires the Fund to
be prepared for the possibility of pay-
ments disruptions, which could arise
from the increase and concentration of
its outstanding credit.”

The greatest credit risk to the IMF,
its release said, “is mainly from large
arrangements  with  middle-income
countriesand the Fund.” Conveying ur-
gency, if not panic, the directors agreed
that the “adequacy of the level of pre-
cautionary balances, and the pace of

cation of the burden-sharing mecha
nism, will need to be kept under close
review.”

Argentina's Pagina 12newspaper put this a good deal
more plainly in its March 7 coverage, “Who Will Save the
Fund?’ Argentina and Brazil alone account for 50% of the
IMF' s loans outstanding. Add Turkey, and three IMF debt-
ors—all which have been suffering foreign-debt crises—ac-
count for 72% of itsassets. “ If the Fund were aprivate bank,”
Pagina 12stated irrefutably, “the central bank of any country
would have already suspended it”; another way of putting
LaRouche's insistence that it is the IMF, World Bank, and
central bankswhich need to be put into bankruptcy reorgani-
zationin aNew Bretton Woods.

This was the situation, of growing fears of a coming
global financial blowout, in which some right-wing Syn-
archist financial forcesin the United States and Europe were
demanding a brutal confrontation with Argentina on March
9. These forces wanted an end to the IMF/Federal Reserve
“wall of money” policy, which went into effect from 1997
on, with the debt crises of Asian nations, then Brazil, Russia,
Mexico, Turkey, and Argentina. Ironically, these Synarchists
were blaming this money-printing, debt-bailout policy on
Argentina, which had had nothing to do with its formulation
by their opposite numbers, “left-wing Synarchists’ like
George Soros and Felix Rohatyn. In this Argentine crisis,
U.S. monetary authorities in particular, apparently decided
they needed the “wall of money” for a while longer—to
feed the debt bubble in the United StatesBut before long,
it will look like the walls of Jericho after Joshua blew his
horn, unless LaRouche's New Bretton Woods conferenceis
urgently convened.
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LaRouche to Australian Movement

“This World Monetary System Is
On the Way to the Burial Grounds’

Presidential candidate Lyndon LaRouche addressed 40 Aus-  the undertakers will lead it, and so forth, is not yet certain.
tralian recruits of his International LaRouche Youth Move- But, it's obvious, it's a phase-change.

ment on March 5, at a weekend “ cadre school” near Mel-

bourne. LaRouche's speech to the group by telephone  Neo-ConsBeing Pushed Aside?

conference was followed by two hours of questions and dis- You've got two things that are going on politically, inter-
cussion, not published here, but available at www.larou- nationally—especially, inthe United States, butnot justthere.
chein2004.com. You have the neo-conservatives—these are the extreme right-

Okay, now we have a very interesting day, today, in Eu-  wing animals, like Richard Perle and so forth—and contrary
rope and the United States. It's been building up over the padb the statements by some that Richard Perle is not out, the
days, but it hit today, that in the wake of the Super Tuesday, fact of Richard Perle’s withdrawing from his position with
that’s this past week, primary elections, there has been a sighe Bush Administratiois a part of the same process as the
nificant phase-shift, not only in the election process in the  withdrawal of Conrad Black—the man who was the money-
United States, where John Kerry, the Senator, and | are thieags for a lot of the neo-conservatives—who is in trouble all
only leading candidates who are still in the race. There are  over the place, because they're sort of tired of his sort of
some others, who are in there for delegates; not for nomifunding of neo-conservatives.
nation. This coincides with something else: Not only is the Bush

There is also some tremendous turmoil, in other issuesieo-conservative phenomenon in trouble—and | probably
For example, you take the case which has caused much must take the blame for a great deal of the suffering arount
comment in Germany. You have the head of the IMF, whathe Bush camp, and others—but, the perception is that the
is sitting on top of the poor Argentines. And he was suddenly ~ Bush sort of right wing is not really going to work. It is not
called back, in a sense, to Germany. That is, he was notifiedjoing to “carry the day,” so to speak. And therefore, the right
that he was being appointed the President of Germany, to  wing of importance right now, in the United States, is situated
succeed the present President. And the fellow got on hig the Democratic Party, on the Democratic side!
plane, and left there, dropped the IMF, left his IMF post, In the Democratic Party, we have a major conflict, be-
and went back to Germany! The comment in Germany istween two views, in which my view lies in there, somewhere.
that Horst Kdiler was getting out of the IMF, when the  You have one view, which is typified by the circles around
getting was good! the former Treasury Secretary Robert Rubin, which recog-

We have similar things like that: We have, Greenspan is nizes the severity of the present international monetary-fi-
mooted to be on the ropes; that Bush wants him fired. Gordonancial crisis, as very few others of that generation do. (Oh,
Brown, of the United Kingdom, is mooted as a possible suc- he’s not actually a Baby Boomer; he’s alittle too old for that.)
cessor for Kbler; and similar kinds of things are going on.  But then you have, on the opposite side, you have the group

What you have is a general turmoil, around the world,  around Lazane$;revho has a pro-Schachtian position.
whichindicates thatwe're on the edge of a phase-change. Yofind if you haven’t been told this already, Hjalmar Schacht
have the gyrations in the relationship between the valuationof =~ was the man who—for the Bank of England chief—put Hitler
the dollar and the euro, and other things of that sort. In termg power in Germany in 1933. And [Schacht] is famous, not
of my own experience, the response to me is suddenly greatly  only for that, but as the Economics Minister of the Nazi sys-
improved inside the United States, in the media, and so fortitem. And his policies, his economic austerity policies, are
in terms of contacts, people I'm talking to, and that sort of  those which are associated with Nazism the way Hitler came
thing. to power. These policies are not only popular with the outright

So, there is a phase-shift in world affairs. And this obvi- fascists, or the obvious fascists—Ilike the neo-conservatives
ously reflects one thing, among others: And that is, that thimround the Bush camp; like the Richard Perles and the Conrad
shebang, this present world monetary system is on the way to Blacks, and so forth.
the burial grounds. Exactly which direction itwill take, where  But, there is also another variety of fascist, as there was
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during the 1922-1945 period of the fascist heyday in Europe:
These are the left-wing fascists, and they are typified by the
Lazard Frerescrowd, which was—during that period in Euro-
pean history—was very fascist, indeed. It's a hard-core Sy-
narchist organization. Its typical expression in the United
States, of that group, isFelix Rohatyn, an alumnusof Middle-
bury College in Vermont, where | had a funny experience
some monthsago. And herepresentsthe pro-fascist economic
policy alternative inside the United States. His group, inside
the Demoacratic Party, is moving to replace George Bush as
President, becausethey say he’ shopeless. But they havetheir
own brand of fascism: And their commitment is to keep me
out, at al costs.

What has happened now, isthere’ sashift inthe situation,
and some peoplein Europe have put it thisway: Felix Roha-
tyn’'s crowd is incompetent. What they intend to do, what
they’ re willing to do, will not fly under the conditions of the
present world international financial crisis. It just won't fly.
For exampl e, onething that Rohatyn and so forth will be dead
againgt, is capital controls. Now, what is going to happen, of
course, asthe crisis hitswith fuller force—and that can bein
days; we're on the edge of it now: It can be weeks. It can be
days. It can even be a couple of months or more. But, we're
on the edge now. It is going to happen. What is keeping the
systemalive, isahyperinflationary bubble of money-printing.
In other words, a hyperinflationary process is keeping this
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LaRouche and Lazard Fréres banker Felix Rohatyn (left) battle for the Democratic Party, over whether the response to collapse will be
Rooseveltian led by LaRouche, or Schactian, fascist. “ Not only is the Bush neo-conservative phenomenon in trouble—and | probably must
probably take the blame for a great deal of the suffering around the Bush camp, and others—but, the perception isthat the Bush sort of
right wing isnot really going to work. . . . And therefore, the right wing of importance right now, in the United Sates, is situated in the
Democratic Party, on the Democratic side!”

bubble going, as long as the system will keep accepting the
outpouring of this mass of money into the system, especialy
dollars and so forth.

The Schachtian Threat

It sgoing to come down: When it comes down, and if the
world is not going to go “On the Beach” so to speak (in line
with your discussion yesterday), then, there’ re going to have
to be some changes. First of al, we're going to have to put
the IMF system into bankruptcy reorganization. That is, gov-
ernmentswill haveto take over, asthey did during theimme-
diate post-war period, with the founding the original Bretton
Woods system, governments took over, and the banks had to
behave themselves, at that time. At alater time, up through
1989, there were changes. The Bretton Woods system was
cancelledin’71-72. Andin 1992, essentially—the M aastricht
agreements and so forth—Europe gave up sanity, in terms of
monetary policy.

But, we' re going to have to go back to that. We're going
to have go back to what was changed. We're going to haveto
put theIMF systeminto bankruptcy. Central banking systems
aregoingtobetakeninto receivership, for bankruptcy reorga-
nization. Governmentsaregoingto havetotakecontrol, of the
business of generating and managing credit, credit of states.
Under these circumstances, we' re going to haveto go back to
aregulated system, of international trade and finance. We're
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going to haveto go to capital controls: That is, governments
are going to take responsibility for what are lawful priorities,
in the flow of capital funds, and in what is alowable in the
movement of capital funds. Because, in a crisis, we must
manage, as you do in any bankruptcy.

Now, the Felix Rohatyn crowd, the Lazard Freres types,
and similar types, are dead set against capital controls, or
anythinglikethat. They' redead set against protectionist mea-
sures. And protectionist measures are absolutely indispens-
able, for getting through the crisisthat’s coming on us now.

| represent that: But other people recognize that this kind
of measure, which | represent, must be used—they may not
agree with the way | want to use it, or the way | want to do
it—but they agree it must be used, under conditions of this
kind of crisis. And, they can seethiskind of crisiscoming on,
now. And they seethat themagnitude of the potential blowout
is far beyond anything that would permit Felix Rohatyn’s
policiesto be applied to the present situation.

For example, if the policies of Schacht are applied—and
that’ swhat you' re looking at, in terms of the debt collection
operation against Argentina—this is pure fascism in eco-
nomic policy: The IMF is practicing pure fascismin its sup-
port for these collection policies. But, that’s the policy that
would be applied, to the interior of every country in the
world!'—including Austraia, of course—if these policies
were continued. These are Schachtian, pro-Nazi policies.
They may not call them pro-Nazi, but that’ swhat they are.

So, there’ sabigfight about that. And the general opinion,
among informed people, is that the Nazi-like policies, the
Schachtian policies, which are associated with Felix Roha
tyn’s proposals will not fly, in this period, unless you want to
have ageneral collapse of world civilization: anew dark age.

So, today, in the past couple of days, especialy today,
there’ sarumbling, arumbling, likethe pre-shock of an earth-
guake. And that’ swhat | was experiencing, during the course
of theday, and overnight. There’ sa big change coming. And,
| don’t know what’ s coming. | think the monotremes of Aus-
tralia will survive, but | wonder if some of the still more
primitive animals, such as your local breed of neo-conserva-
tive, will also come out of thisthing intact.

S0, that’ s the nature of the situation.

A Youth Movement Against
‘No Future Society

Now, otherwise, on the subject of the youth movement:
The key thing to understand this youth movement phenome-
non—and this is something that’s become empirically sig-
nificant around the world, asin the United States, during the
recent four years. About 40 years ago, in the United States,
and in the United Kingdom, following the assassination of
President Kennedy and the ouster of Macmillan in the United
Kingdom, as Prime Minister—it was a coup—with the first
Harold Wilson government in the United Kingdom coming
along shortly after the ouster of Macmillan; and what hap-
pened with the United States, after Kennedy was killed, and
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President Johnson was terrified (at least on these questions);
we went into the Vietham War, Indo-ChinaWar.

At that point, there was a cultural paradigm-shift in the
generation of university age, those particularly who were go-
ing into universities at that time. This represented a cultural
paradigm-shift away from an idea of a producer society—
which the United States had been the leading example of, up
to that point—and against technology; an anti-technology,
post-industrial movement, of which the most colorful form
was the rock-drug-sex counterculture. But the rock-drug-sex
counterculture was only the most extreme, the most radical,
the most carnival-tent-show-type part of this process of cul-
tural change.

During the past 40 years, the culture of the United States
has changed, and of the United Kingdom. And thishas spilled
over into continental Europe, especially with the 68ers. It
spilled into Central and South America. So, around this part
of theworld, and other parts of the world, the generation now
in their fifties or early sixties, the so-called Baby-Boomer
generation, al around the world, are dominated by a genera-
tional phenomenon: In other words, even if people are not
smoking pot, and having sex with strange animals, they are
still Baby Boomers, in the sense that most of them accept the
values which are common to that generation. And the values
which are common to that generation, are acceptance of the
leading role of cultural policy-changes, which have occurred
during this 40-year period.

Now, what has happened asaresult of this, over 40 years:
The culture of Europe, Australia, New Zealand, and of the
United States, the Americasgenerally, haschanged: to apost-
industrial policy. As aresult of that change, and what goes
with it, the present world monetary-financial economic sys-
tem isfinished! It's gone, to the point, it can no longer stand
onitsown legs. It isabout to collapse.

Now, younger people, who were entering adulthood dur-
ing the recent four years—that is, going from adolescence to
adulthood—Iooked around them and said, “What we are go-
ing through is a no-future society. That is, what our parents
generation has done to us, is give us a no-future society in
which to live—and not live it very well, and perhaps, not at
al.” Sotherefore, you had aconflict between young adults—
that i's, people who are young, but who think like adults; they
don't think like adolescents or children. They think about
their responsibility for being “mama’ and “papa’; not being
the children of the household, but being the parents in the
household, or thinking in that direction. So therefore, they
tend to be somewhat independent, and say, “Well, I’'m not
going to accept—I’m not going to Hell! | don’t care what my
parents tell me to do, I'm not going there. | don't want the
place. I'm going to change things, if possible. I’'m not going
to accept no-future, as a perspective.”

What you have, therefore, is you have a conflict between
the parents generation, and the younger generation, the
young adults. This is not a conflict of prejudice: thisis a
conflict of reality. The older generation is still clinging to
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those values and habits of behavior and belief, which mean
no future for humanity. The younger generation’s conflict
with its parents’ generation, is not the usual kind of thing, of
theyoung peoplequarreling withtheparents. It' snot “ leaving
theegg,” soto speak. Thisisreal.

The younger generation represents a potentially healthy
generation, for turning society back, away from a no-future
society perspective. Whereas the older generation is imbed-
ded with habits—habits of thinking, prejudices, knee-jerk re-
actions, emotiona reflexes—all these things which would
prevent afuturefor theyounger generation, and their children.
So, thisisthe nature of the conflict.

Thus, under these circumstances, what is needed, is that
the younger generation, while it may not know everything
it needs to know, is instinctively right, in sensing that their
parents generation’s values—the people in their fifties and
early sixties—are wrong. They may not know exactly why
they’re wrong, but they know they’re wrong, because the
parents’ generationisliving in ano-future fantasy. And they
know, that they’ ve got to find their way out of this no-future
end-game. That' s the nature of the conflict.

Therefore, at thistime, thekind of youth movement which
we've organized in the United States, spread into Europe;
and we have some seeds down there in Australia. This is
absolutely essential—not to stage a generational quarrel, per
se. The problemis, the older generation is habituated to those
habits, those ways of behaving, which mean ano-future soci-
ety. And therefore, young people must have the indepen-
dence, which istheir independence of the Baby-Boomer ide-
ology. Because, if we don’t get the world freed of the grip of
Baby-Boomer ideology, the world is not going to make it,
except plunging into anew dark age. Therefore, the devel op-
ment of a young generation, which will lead their parents
generation out of madness, isthe key to civilization.

FacingaDark Age

Thisis not entirely uncommon in human history: Often
cultures go down, not because they didn’t have the magic
elixir, or something of that sort; but, because they got into
cultural habits, which in practice, led to acceptance of, or
caused, a collapse of civilization. The Roman Empire is an
example of along process of decadence. Medieval European
society, the so-called “ultramontane society,” of the Welf
faction, and similar people, isan example of that: That these
cultural trends destroy civilization. They may not destroy ev-
erybody init, but they put usinto adark age or arelative dark
age, repeatedly.

So therefore, when you come to a dark age, the problem
isnot that adark ageis natural—except for accidents, natural
accidents, which are beyond our reach—every catastrophe
mankindfaces, isimposed by mankinditself. Itisnotimposed
by one or two leaders, usually—very rarely: It is imposed
by the fact, that the majority of the population has become
culturally addicted to habits of behavior and thinking, which
haveled, over the course of time, to acollapse of civilization.
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That’ swhat wefacenow, acollapse-of-civilization crisis.
Not a mistake, which has to be fixed. Not a gimmick. You
don’'t go to the store and buy a new costume, and solve this
problem. Y ou have to go to a store, and get a new mind! A
mind free of these cultural habits, which were devel oped with
the Baby-Boomer generation, asthe post-industrial, pleasure-
society ideology which has come to dominate Europe and the
Americasin the recent period. And, of course, it has had not
pleasant affects on the possibilitiesin Australia.

And therefore, the younger generation—those of uswho
arewiseenough, will support theyounger generation’ sefforts
to get out of this mess, and to lead their parents’ generation,
and others, under the pressure of crisis, into going back to
ideas which worked. And building the future, by going back
to the fork in the road where they made the wrong turn. And
makethe proper turn thistime, and get their reluctant parents
generation, to go along with thejourney. Under those circum-
stances, there is no reason we should not come out of this
crisisquitewell, with alittle suffering and hard work. But, if
we don’t make that change, there’ s no chance.

Andtherefore, intimeslikethis, it is sometimesagenera
tion of young adults which makes the turn. Take the case of
the history of the United States: If you look at the age of the
people who became the leaders of the United States—those
who formed the Declaration of Independence; thosewho cre-
ated the Constitution, and so forth—these people were re-
cruited around afellow, a scientist, aleading world scientist
at the time, Benjamin Franklin, who was influenced from
Europe. Influenced by, in part, people like Priestley, in En-
gland; Watt, who was recruited by Franklin and Priestley,
who developed the famous Watt steam engine—in France;
with the assistance of agreat Frenchman, Lavoisier, whowas
killed by the French Revolution; by Leibniz's influence, di-
rectly, through hiswritings.

The Secretsof Rebuilding Nations

So, these young people, around the best ideas from Eu-
rope, grouped around Franklin, from the middle of the 1770s
on, becamealeadershipwhich created theUnited States. They
were, with few exceptions, ayouth movement. George Wash-
ington was not exactly a youth at that time; nor, of course,
was Franklin, who died at aripe old age. But, these guys—
the Hamiltons, the Madisons, the Jeffersons, and so forth—
these were part of ayouth movement.

Now, you havetothink of yourself, today, asbeing typical
of youth who are making thiskind of turn. Y ou have to think
of yourselves as people who are reaching out to find the so-
called secrets of society—sometimes, thelost secrets of soci-
ety—which are needed to rebuild nations, to rebuild civiliza-
tion. And, you are acting in that way, and in that degree, as
the conscience of your nation, and the conscience of civiliza-
tion, to turn the world back to where we made thewrong turn,
especially the wrong turn of the 1960s: In that way, we shall
comeout al right. Not perfect, but al right.

And, that’s, | think, what you are implicitly doing.
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Who Was Schacht, and
What Is Schachtianism?

by Michael Liebig

With aworld economy in thethroes of adeep systemic crisis,
Democratic Presidential candidate Lyndon LaRouche has
stressed that only two fundamental alternative policies exist:
reorganize the international financial system along the lines
of his proposal for a New Bretton Woods conference, in the
tradition of Franklin Delano Roosevelt’s actions against the
Depression and the effects of war; or adopt the policies of
Hjalmar Schacht, Germany’s central banker in the 1920s and
Hitler's Economics Minister in the 1930s—policies that to-
day arerepresented, typically, by American banker Felix Ro-
hatyn. How might one best characterize what are known as
Schachtian policies?

A Schachtian first insists that the population, not the
banks, must pay the costs of the crisis. Today, that meansthe
materia living standard of most of the world’'s population
must be sharply cut, so as to use available means to feed the
inflated paper holdings of private financial interests.

This becomes all the more pressing when the contradic-
tory forcesof grossly inflated paper holdings, ontheonehand,
and thereal economy ontheother, lead to outright crisis. That
iswhat transpired in Germany from the hyperinflationary pe-
riod of 1923, to the world economic crisis of 1929-33, and
that is precisely what we see today, athough in an order of
magnitude far greater.

While Reichsbank chairman in the 1920s and 1930s,
Hjalmar Schacht reported that almost every morning he
would speak on the telephone with the Bank of England's
Governor, Sir Montagu Norman (1871-1950), to take hisin-
structions. Under so-called normal conditions, Schacht might
not have taken on much importance. But under conditions of
a grossly hyperinflated financia bubble, and collapsed real
production, he came to the forefront of world politics a a
timewhen the political, economic, and financial situation had
reached acritical stage. Under those circumstances, Schacht,
the prototypical Synarchist, was emphatic: Let the financiers
doasthey will! Let usremoveat any cost the obstaclesthrown
up by a democratic republic which remains somehow tied to
the common welfare.

OnMarch 7, 1930, six brief monthsafter the stock market
collapse of October 1929, Schacht resigned as Reichsbank
chairman because, he said, the Weimar Republic’s political
systemwould not allow himto properly discharge hisrespon-
sibilities. In September 1930, Schacht travelled to England
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and the United states,
and discussed the Ger-
man crisis with Anglo-
American financiers for
weeks on end. Immedi-
ately upon his return in
December, Schacht met
with Hermann Goring.
Goring was to become,
after 1933, Minister of
Interior, Commander in
Chief of Police and Ge-
stapo, and Commis
sioner for Aviation. On
Jan. 5, 1931, Schacht
dined with Goring, Hit-
ler and Fritz Thyssen.

Schacht called him-
self “a non-party politi-
ca economist.” which
was indeed the case—
his true loyalties were always to the financial oligarchy, the
Synarchists. The latter had come to the conclusion that even
Heinrich Briining's austerity policy, rammed through with
Emergency Decrees, would not suffice. Schacht had nothing
against Bruning' spolicy of slashing wages and public expen-
diture, as that was what he himself intended. But he thought
it not enough. The Weimar Republic's constitution itself
made it impossible to destroy living standards to the degree
demanded by the financiers.

In anotorious speech at Bad Harzburg on Oct. 11, 1931,
Schacht spelled out the endless catalogue of financial de-
mands on Germany: “foreign debts, that cannot be paid on
time”; “illiquidity of our financial intitutions and the State”;
“public finances, such that even the Finance Minister cannot
say how we shall get through the coming months.” So Ger-
many must set aside “the misconceived basis on which the
system hasrested to date.” Never did Schacht consider amor-
atorium on Germany’s crushing domestic and foreign debt.
To the contrary! He knew the peril the financia oligarchs
would havetoface, weretheWeimar Republictolast: afreeze
on debt repayment, and a program to relaunch the physical
economy by theissuance of state credit.

Schacht had been designated to head off that option,
which was the “Lautenbach Plan” of economist Wilhelm
Lautenbach. When, in December 1932-January 1933, the
government of Chancellor Kurt von Schleicher announced
that it would adopt the Lautenbach Plan, Schacht got Kurt
von Schroder’ sAnglo-American-linked bank toinject several
million reichsmarks into the Nazi Party, thus saving it from
bankruptcy. Chancellor von Hindenburg was blackmailed
into dismissing von Schlei cher and appointing Hitler asChan-
cellor. OnMarch 17, 1933, Schacht stepped back into hisrole
as chairman of the Reichsbank.

Hitler with his Economics
Minister Hjalmar Schacht in 1934.
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In Italy, Crisis Brings
Crackdown on the Banks

by Claudio Celani

On March 2, the Neue Ziircher Zeitung published an alarmed
report from Rome: In Italy—wrote the newspaper of the
Swiss financial community—a dangerous witch-hunt is de-
veloping against the Italian banking system. The Italian
banks are targeted by public opinion, by the judiciary, and
even by Parliament, because they are considered responsible
for a series of corporate failures and other events which
have severely hit hundreds of thousands of small investors.
Almost daily, leading bankers are crucified in television talk
shows, while the ongoing investigations on the Cirio and
Parmalat bankruptcies expand to some excellent namesfrom
the financial community, like Rainer Masera (I misanpaolo)
or Cesare Geronzi (Capitalia). Even Bank of Italy chief
Antonio Fazio has come under the scrutiny of the judiciary,
as it was announced that prosecutors in the small city of
Trani, in Apulie, are investigating the missing control of
the Banca d'Italia in the context of a local banking fraud,
Banca 121.

But most alarming, it seems, for the Swissfinancia news-
paper, is that the Italian Parliament—the same Parliament
considering motionsfor aNew Bretton Woods monetary sys-
tem—is discussing, in a bipartisan process, a reform bill
which will put severe regulations on banking activities.

CrisisThreatensltalian Bond Market

Indeed, the popular resentment in Italy against the banks
isreal and well-grounded. Thereisadramatic crisis of confi-
dencein the banking system, determined by thefact that hun-
dred of thousands of Italian families have lost savings which
most of them thought had been safely invested by their bank.
A flight from Italy’ scapital market, which Financeand Econ-
omy Minister Giulio Tremonti warned against before Christ-
mas, isalready under way, threatening asevereliquidity crisis
of thewhole Italian bond market.

Italy, with Japan, has historically been at the top of world
saving rates. In the 1980s, family savings bailed out Italy’s
huge public debt through purchases of treasury bonds. In the
1990s, as Italy joined the Maastricht agreement and imple-
mented “ convergence” policiesto join the Eurozone, falling
state bond yeldsmoved Italian familiestoinvest their savings
in the then-booming stock market. Thiswas a conscious pol-
icy, discussed in a secretive meeting of Italian and British
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bankers and public officials on board the British royal yacht
Britanniain June 1992, and implemented by a series of tech-
nocratic cabinets. Theideawasthat theltalian family savings,
appropriately leveraged, should become abellowsfor there-
gional expansion of theworld financial bubble, as part of the
€euro project.

Some $300 hillionin privatizations of Italy’ s huge public
sector wasused to lurethose savingsinto the stock exchange,
whose capitalization zoomed from 11% of GDP in 1992, to
70% of GDP in 2000. When, in 2001, the stock market col-
lapsed, Italian families lost, in one shot, Eu216 billion. The
banks then offered a “safe” investment in state bonds, and
convinced their customers to buy Argentine debt titles! As
Argentinawent insolvent in 2002, about 450,000 I talian small
investorslost Eul2 billion. And this was not the end: 40,000
lost Eul.2billionintheinsolvency of the Ciriofood company;
and finally, the Parmalat bankruptcy has pulverized the sav-
ings of 100,000 more investors.

Few amongall theseinvestorsknew that they were putting
their money in high-risk enterprises. In most cases, bank cus-
tomers discovered that their money had been invested in
something they could never imagine. Many pensioners just
trusted their bank clerk; in some documented cases, banks
sold Parmalat bondsto unknowing customerson thevery day
the Parmalat concern officially defaulted. The Romeregiona
department of the Finance police has delivered athick report
toprosecutors, establishingthat intheCirio case, theresponsi-
bility for dumping insolvent bonds on retail customers lies
at the level of the “genera director” of the banks involved.
Leading target of the Cirio investigation is Capitalia Bank,
whose chairman, Cesare Geronzi, is accused of “organized
crime association.”

The Cirio and Parmalat cases are connected. The house
bank for both firms was Capitalia. To help Cirio to avoid
bankruptcy, Capitaliapulled in Parmalat, which bought over-
priced parts of Cirio. Also, Capitalia organized swaps be-
tween the two soccer clubs owned by Cirio and Parmalat,
Lazio AC and Parma, in order to improve the budgets of
Lazio, aclub quoted on the stock market. And in both cases,
Capitaliais suspected of having forced the two firms to re-
placetheir debtsto the bank with bond i ssues, so that the bank
customers, and not the bank itself, would suffer from the
coming insolvency. Furthermore, the report of the Rome fi-
nancia policeclearly statesthat thebondswereillegally sold,
toretail customers, using guidelinesintended only for institu-
tional investors.

The largest Italian banks—Intesa-BCl, Unicredito,
Sanpaoloimi, Capitalia, and Monte dei Paschi di Siena—are
facing investigations.

TheLTCM Disaster Returns

However, if onewantsto know wherethe climate of deep
mistrust against the banks all started, it all goes back to one
word: “Maastricht.” The banking reforms introduced by the
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minister knownas“Mr. Britannia,” Mario Draghi, aremostly
responsiblefor the present situation. The Capitaliacaseisthe
most instructive.

One of the personsinvestigated for the Cirio fraud caseis
Alberto Giovannini, who from 1999-2001, led the brokerage
department of Capitalia, then still called Bancadi Roma. Gio-
vannini leads us directly to theinternational technocratic ma-
fiaresponsiblefor the euro project, and for international spec-
ulation. He was on the board of Long-Term Capital
Management (LTCM), the famous hedge fund that went
bankrupt in 1998, and wasbailed out by central bankstoavoid
a collapse of the international financial system. LTCM had
hired Nobel Prize winners Scholes and Morton to develop
sophisticated mathematical models for derivative contracts.
It went broke because it was not able to forecast the Russian
debt crisis. According to the New York Times, inspectorswho
examined the LTCM records found out that $4.75 billion in
investors' capital had been used as* collateral for purchasing
$125 billion in assets, which were then used in turn as collat-
eral in exotic financia transactions amounting to $1,250
billion.”

In Banca di Roma, Giovannini did exactly what LTCM
had done: He hired young graduatesin physics, and put them
to work developing mathematical models for operations on
the capital market. It was during the Giovannini period at
Bancadi Romathat the Cirio bonds were sold to customers.

Giovannini had a so been head of the expert group which,
on behalf of the European Commission, prepared the techni-
cal transition to the euro—the “ Giovannini group.” He owed
thisto hismentor Robert Mundell, the economi st who pursues
the synarchist project of a single world central bank. In its
report to the Commission, the Giovannini group stressed that
the future perspectives for the euro were bound to a change:
developing abroad derivative market in Europe.

Now, reports published by the Italian mediaon the inter-
national aspectsof the Parmalat swindle, asleaked by investi-
gatorsin Milan, are completing the picture. After many days
of interrogations of former Parmalat officials Calisto Tanzi,
Fausto Tonna, and Alberto Ferraris, anditsattorney, prosecu-
tors have reached conclusionsthat confirm those of EIR: The
international banksforced Parmalat to issue bondsin order to
cover thebanks own losses.

In one caseinvolving bondsissued onthe U.S. market for
avalue of Eu3.6 billion, Bank of America's chief European
official, Shahzad Shahbaz, is being investigated as master-
mind of the scheme. In this, as in other cases, Parmalat
would issue a bond, only to immediately buy back part or
most of it—unknown to the market—so that the new liquid-
ity would appear on Parmalat’s books, but in reality it had
been loaned little or nothing. Bank of America is not the
only bank involved in such schemes; prosecutors are also
investigating JP Morgan Chase, Citicorp, Deutsche Bark,
Crédit Suisse First Boston, Banco Santander—all the main
placersof Parmalat bonds on the international markets. Pros-
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ecutors now demand that those banks' claims as Parmalat
creditors be cancelled.

No wonder that the political class, feeling the pressure of
public opinion, has searched for the one responsible for all
that, and found him in Italian central banker Antonio Fazio.
As ultimate banking supervisor, the Banca d'Italia should
have known what was going on. And indeed, the central bank
is one of the authorities which could have stopped the bonds
issued on the Italian market—the other being the Stock Ex-
change Authority (Consob). But the Bank of Italy, whose
independence has been always celebrated, isreally a private
entity controlled by those very same banks it is supposed
to control!

Solution Isa New Bretton Woods

The demand for a correction of this highly anomalous
situation has found bipartisan support in the Parliament,
where a reform hill is currently being discussed, prepared
by hearings of the Joint Parliamentary Finance and Industry
Committees dedicated to Parmalat case.

Although the idea of establishing Parliament control on
the central bank is correct, the reforms which the Italian Par-
liament will enact, risk the effect of closing the barn doors
once the cows have escaped.

Thereal issueto be addressed isthereform of theinterna-
tional financial and monetary system, as the motion pre-
sented on Feb. 12 in both houses of Parliament states. That
motion was co-authored by Italian LaRouche representative
Paolo Raimondi, and introduced in the Chamber by Repre-
sentative Mario Lettieri, and in the Senate by Sen. Oskar
Peterlini. Seventy members of Parliament of both govern-
ment and opposition parties support it. It puts work of the
Joint Parliament Committee on the Parmalat case in the
context of the bankrupt international financial and monetary
system, and calls on the government to promote an interna-
tiona reorganization on the model of the 1944 Bretton
Woods conference.

On Feb. 27, German Chancellor Gerhard Schroder was
confronted with the Italian initiative at the press conference
with U.S. President George Bush, at the White House. EIR
correspondent Bill Jones asked Schroder whether he would
support the proposal for aNew Bretton Woods, and Schroder
answered: “I can make an evaluation of it only once | have
seenit directly. Similar proposals have been made aready in
the past, | say that with all respect due to the Italian Parlia-
ment.” Schroder’ scomment has been picked up by theltalian
Agenparl news agency, which reported a statement by
LaRouche representative Raimondi under the headline “ The
Head of the German Government Wants To Study the Italian
Parliament Proposal.” “After Schrider’s words,” Raimondi
isquoted saying, “itiseven moreurgent that theltalian Parlia-
ment and government solicit European countries and institu-
tionsto promote. . . initiatives to reform the bankrupt finan-
cia system.”
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As Dollar Falls, China Seeks National
Economic Security, Internal Development

by Mary Burdman

The annual meeting of China’s national congress became the  fight, in the famous “battle of Hong Kong” that year, against
setting for the Chinese government to assert its policy on twahe attacks by international currency speculators which were
critical issues of national economic security: Stopping big devastating every other nation in Asia.
international speculative operations trying to force an up- Now, with cries of “It's 1998 all over again” echoing
valuation of the renminbi (RMB); and dealing with the prob-  on every side—as the dollar, hedge funds, and markets all
lems of poverty and infrastructure shortfalls in China’s devel-tremble on the edge of the abyss—China is responding to
oping economy of 1.3 billion human beings. renewed pressures, this timeifftows of an estimated

In his opening speech at the National People’s Congres$30-50 billion in “hot money.” (Some sources point to as
March 5, Prime Minister Wen Jiabao said his government ~ much as $85 billion.) This would account fohabot
wants to slow down the rate of “GDP-measured” growth, tothe highly controversial ballooning of China’s dollar holdings
7% this year. In 2003, it was 9.1%. China is concerned not  inthe past year.
only about the risk of inflation, but also abouttoo much unbal-  Ata press conference March 11, Zhou Xiaochuan, gover-
anced and “low level” investment, Wen Jiabao said. The focus nor of the central People’s Bank of China (PBOC) affirmed,
on “GDP” had not succeeded in resolving the long-standingas every leading official had done before him, that China will
problems of China’s economy, especially the disparity be- keep the exchange rate of the RMB “basically stable.” China
tween the rapidly growing eastern coast, and the vast interiowill also “strengthen coordination of its domestic and foreign
These disparities are growing, and this is a big risk for  currency policies, and better monitor and manage short-term
China’s welfare. capital flows,"People’ sDaily reported from the press confer-

China must continue its national investment policy, Wen ence. The PBOC pledged to “improve” how it determines the
Jiabao said, for “expanding domestic demand.” It will keepRMB exchange rate—as ever—in the interests of China’s
up the “pro-active fiscal policy”—the program of special con- national economy.
struction treasury bonds—although the governmentcontribu- Lastweek, ata bimonthly meeting of “G-10" and “emerg-
tion will be somewhat reduced. At the same time, China “will ing” central bank governors in Basle, PBOC deputy governor
work to basically balance international payments and keejn charge of international affairs Li Ruogu, had told the
the exchange rate for the renminbi basically stable ata proper ~ world’s financial officials and bankers the same thing. “We
and balanced level.” have always stated that the RMB will be maintained at a

The Chinese government is striving to introduce an idea reasonable level of stability,” Li said. “Unless we can have
of “common wealth” in its policy, as the well-known econo- satisfactory results on all these [financial sector] reforms, we
mist Hu Angang has just said. But this is a challenge. In trying don't think we can move fast on the exchange rate.” Asked if
to improve conditions for China’s 800 million farmers, the he thought the yuan was correctly valued now, he replied
government will be losing revenue, and increasing its deficit. “Certainly 1 do.”
Economic bottlenecks, especially in infrastructure, are mak- As a well-informed Beijing banker tol&IR March 10,
ing development extremely difficult; the challenges are China has very closely studied, and learned the lessons of
enormous. what happened to Japan after the 1985 Plaza Accord, when

And the international situation is making the challenges  the United States forced Japan to let the yen rise sharply
much greater. Since last year, extremist factions in Washingagainst the dollar, to save the badly threatened U.S. currency
ton and Tokyo have been trying to force China to break the and eliminate huge U.S. deficits to Japan. Germany was giver
RMB'’s fixed exchange rate with the dollar, which has existedsimilar treatment.
since 1994. During the international turmoil of that fateful Last September, after the Dubai G-7 meeting demanded
year 1998, China, despite heavy pressure, keptits capital cotmore flexibility in exchange rates,” tHeeople' s Daily pub-
trols and fixed exchange rates intact—and was able to win its lished a commentary stating thatin 1985, “the U.S. forced the
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The disparities between the rapidly growing eastern coast, and the vast interior, is still a big risk for China. With 800 million of its 1.3
billion population living in less-devel oped rural areas, the government intends to maintain its program of special construction treasury
bonds. To facilitate this devel opment per spective in the face of pressures due to the falling dollar, China wants to keep its capital controls
and fixed exchange ratesintact.

Japaneseyentorevalue,” inorder to artificialy eliminate the
huge U.S. financial and trade deficits with Japan. Postwar
Japanese economic growth, “which depended heavily onfor-
eign resources,” was thrown into a“yen revaluation depres-
sion.” Now, Japan isbankrupting itself, weekly investing bil-
lionsto maintain the yen against the dollar.

Beijingisasofully aware, that wereit to giveinto “mar-
ket pressure” to revalue the RMB, that pressure would only
get much worse.

It must be emphasized that many U.S. and European
officials and economists also completely reject the demands
for RMB revaluation, acknowledging that it would have
devastating effects, especialy on the fate of the U.S. dollar.

Thelncome Gap

Amidst the international turmoil, Chinais also facing an
economic challenge on a scale only approached by that of
India—how to bring a nation of 1.3 hillion people, which,
only 50 years ago, was among the poorest on earth, to general
prosperity. Nothing like this has ever been done before, and
China’s new generation of leaders, who came to power only
ayear ago, iscertainly awareof that. Two decades of “reform
and opening up to theworld,” launched by the great reformer
Deng Xiaoping, havebrought enormousgrowth to China. But
ahuge problem remains. Some 800 million Chineselive and
work in therural economy, whereliving standards are barely
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one-third the level of urban living standards. For some 285
million peoplein interior China's “poverty belt,” conditions
arefar worse.

Thisyawning “income gap” is a challenge to the current
stability, and entirefuture, of China. InhisNPC speech, Prime
Minister Wen Jiabao emphasi zed that Chinamust solve these
“long-standing and deep-seated problems.”

“Rural incomes have grown too slowly, the task of in-
creasing employment and improving social security is ardu-
ous, development in different regions of the country is not
balanced, the income gap is too wide among some members
of society, and pressure on resources and the environment is
mounting,” Wen Jiabao said. The rural economy will be the
“top priority of al our work.”

Fighting Speculators

Already last Summer, leading Chinese officialsand econ-
omistsrejected any “ shock therapy” (i.e, Plaza Accord-style)
exchangerate“reform.” Thiswould, they warned, allow spec-
ulative “hot money” to rush in, sending the RMB into gyra-
tions, which China’ s economy cannot handle.

Asearly as August 2003, the State Administration of For-
eign Exchange (SAFE) announced that hot money was
“sneaking” into China, speculating on a sharp up-valuation
of the exchange rate, as U.S. Treasury Secretary John Snow
was demanding. China s foreign exchange, overall, shot up
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by $116.8 billion last year, to $403.3 billion. The speculative
fundsgot into Chinathroughtrade, foreign direct investment,
borrowings by foreign banks now operating under China's
agreement with the World Trade Organization, and from
overseas Chinese.

Last Autumn, the SAFE began a specia investigation.
The results were announced Feb. 26 in aspecial interview to
the official news service Xinhau, given in Beijing by Guo
Shuging, who is both vice-governor of the PBOC—the cen-
tral bank—and director-general of SAFE. Those who would
bet on arise of the RMB rate, he warned, should “be on
the alert against risksin order to prevent unnecessary losses.
[They] arelikely to pay enormous prices.”

It is notable that recently, the central bank of Russia has
also been warning of hot money flows. In contrast to 1998,
these are flows into the country, not capital flight, and the
pressure is to force currencies up against the dollar. But the
resultswould be just as dangerous. The Russian central bank
warned of the rising exposure of big Russian corporations to
foreign debt, and upward pressure on the ruble, which has
actually been rising against the dollar.

On March 9, the ChinaBanking Regulatory Commission
(CBRC) announced a crackdown on foreign banks operating
in China. It will now demand twice-yearly operations reports
from the branches in China. Before, the foreign banks only
had to report on their global operations. As of October 2003,
there were 62 foreign-invested banksin China; as of Decem-
ber, about 40% of branches could provide Chinese currency
services, increasing their economic influence.

“This has posed achallenge to continued effective super-
vision, and requiresregulatorsto be clear about every foreign
bank’ soverall operationsandrisk levels, and properly assess
their business strategies and risk management capabilities,”
the CBRC spokesperson said. These foreign-owned banks
have been heavily increasing foreign loans in China. They
borrowed $58.6 billioninforeign loansinthefirst ninemonths
of 2003, to lend to foreign companiesin China, about 80% of
China stotal new foreign liabilities!

Theseweremostly short-term debts, making forex regul a-
tors suspicious that the foreign banks were speculating on a
revaluation of the RMB. This process has been driving dollar
inflows into China, pushing its foreign exchange reservesto
unprecedented levels, and it fuelled monetary expansion last
year, reported Xinhua.

The foreign banks will now have to account for lending
activities, affiliated transactions, cross-border fund flows, bad
loan provisions and capital adequacy ratios. The CBRC
spokesman said that: “Implementing consolidated supervi-
sion on foreign-invested banksis of great significance.”

Chinesefirms are a so implicated, some of them borrow-
ing dollars abroad and selling them to Chinese banks for
RMB. Higher domesticinterest ratesare al so causing Chinese
to dump dollars onto the central banking system in favor of
RMB, al of which hasincreased China sdollar reserves.
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Rational Trade Balance

As part of an effort to bring overall “exuberant” growth
under control, Chinawill a so be slowing the expansion of its
foreigntradethisyear, the Minister of the State Devel opment
and Reform Commission, Ma Kai, said in his annual report
to the National People’ s Congress March 8. He emphasized
that Chinahad slowed downitsforeigntradegrowthratefrom
37%, to just 8% last year. Growth had been in double digits
for many years.

Guo Shiging had the same message. China will strive
to balance its international payments this year, “before the
negative impact of persistent surpluses comesinto play,” he
told Xinhua. This would not be done via changing the ex-
change rate: the government will support higher value Chi-
nese exports, increase quality importsinto China, and tighten
supervision of capital inflow.

China has been increasing imports since last year, and in
addition, the soaring pricesof commaodities, including ail, has
brought itsprevioustrade surplusesinto deficit in thefirst two
months of 2004. The deficit was $682 millionin January, and
thisrose sharply to $7.9 billion in February.

The trade policy has broader implications for China's
national economic security, as a National People’ s Congress
deputy from Guangdong province, Fu Hanxun, wrote in an
article published in the Peoples Daily March 9. China, which
isat a“turning period of strategic opportunity,” should look
at the fate of the nations of Latin America, he wrote.

Since the 1980s, countries such as Brazil and Argentina,
striving to expand GDP, allowed all-out transfer of U.S. and
EU processing industriesinto their countries, but did not have
profit-and asset-transmission |aws. Foreign capital now dom-
inates 90% of Brazil’s enterprises, Fu wrote. Many of these
industries have been sent to China, leading to economic col-
lapsein Latin America.

The key question for China is, “Do Chinese or foreign
enterprises dominate its economy?’ For the past 25 years,
foreign enterprises have been given “super-nationa treat-
ment” in China, unlike domestic enterprises. Some 60% of
China s foreign trade was from foreign-controlled process-
ing industries last year, and over 50% of manufacturing
exports are from joint ventures. Such foreign dependence
could well threaten China’'s economic security, Fu
Hanxun warned.

Financial Risks

However, while asserting control, warned Guo Shuging,
China should not “overshoot” the goal, lowering its forex
reserves too far. It must be prepared for speculative attacks,
and*“thereisthepossibility of aturnaroundintheinternational
balance of payment situation,” were there to be a shift in
U.S. interest rate policy. Chinamaintainsitsforeign reserves
primarily to guard against international financial risks, heem-
phasized.

During the Asian financial crisis, there was a hot debate
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in China, on whether it wasthe capital and currency controls,
or itslargeforex reserves, which was most critical in protect-
ing the national economy. Former Prime Minister Zhu Rongji
was committed to expanding foreign exchange, and Guo
Shuging would appear to support this view, by citing the
statements of Republic of Korea officials, that the more the
forex reserve a country held, the better. This does not, how-
ever, mean any softness on the currency and capital controls
front!

“Provided China was in a serious financial crisis,” Guo
said, “the country would need perhaps several hundred bil-
lion U.S. dollars, as tens of hillions of U.S. dollars (in
emergency aid) is not adequate, as its economic scale is
very big.” Thereis no lender under the current international
financia system that can provide such a huge amount of
money, and China must depend upon its own self-reliant
efforts, he said.

LaRouche sPalicy

China, liketherest of theworld, is caught in the crashing
U.S. dollar system. This creates more pressure in Asia than
Europe: most European trade is within the EU, and is con-
ducted in euros, but Chinahasto usedollars. Its currency and
capital controls are a vital line of defense for its national
economic sovereignty, but thisis not enough.

Amidst al the other financial pressures, certain institu-
tions, including the likes of Goldman Sachs and HSBC, the
current manifestation of Hongkong-Shanghai Bank, have
been promoting theview that Chinawill makea“small” reval-
uation of theRM B, and then peg it to a“ basket of currencies.”
When this view was published in the Chinese Business Post,
it wasimmediately denied by the PBOC.

The Beijing banker affirmed that China had no intention
to re-peg the RMB to a “currency basket”—for very good
reason. In the daily financial turmoil, world currencies are
frantically gyrating against each other, making any “ currency
basket” unworkable.

Thereisno solution possible, other than that proposed by
Lyndon L aRouche—anew Bretton Woodssystem. In August
1998, asthe“Asia’ crisis was careening towards its second,
and worst phase, LaRouche warned that China should not
yield to pressure, then, to devaluethe RMB in thewake of the
collapsing yen.

There is only one option: that “China, the U.S.A., and
other relevant nations, . . . establish, as early as possible, a
new international monetary order, eliminating the present
‘fl oating exchange-rate’ system, and establishing a set of ad-
justable, but approximately fixed parities, similar to the pre-
1959 form of the Bretton Woods agreements,” LaRouche
wrote. Financial and trade relations must be based on foster-
ing “development of basic economic infrastructure and ad-
vanced technologies of agriculture and industry from the al-
ready industrialized to the so-called developing nations.”
Hereliesthe answer for China.
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Austerity Hits Hungary
On Eve of Entry to EU

by Birgit Vitt

Hungary will, on May 1, become a member of the European
Union (EU), aong with Poland, the Czech Republic, Slo-
vakia, Slovenia, the three Baltic states, Malta, and Cyprus.
But a Schiller Institute delegation that visited Budapest in
February received the impression that the country has not
been well prepared for this step by its political leadership:
People arefacing akind of reality-shock.

Two years ago, the Socialist/Liberal government coali-
tion under Prime Minister Peter Megyessy came to power,
having made many electoral promises to the effect that the
new government would improve living standards. They in-
creased the wages of 800,000 state employees, and raised
pensions. This led to a short-term improvement for the peo-
ple, but it also increased the state’s expenses and inflation.
The government tried to get its money back through other
means. In 2003, inflation was at 5.3%; but, according to
official statistics, the cost of living in January 2004 had
increased by 6.6% in comparison to the year before. From
December 2003 to January 2004, basic living costs rose by
2.1%. This must be seen in the context of the increased
value added tax and consumer taxes. Hungarians had to pay
3% more for food, while costs for public transport, waste
disposal, energy, alcohol, and tobacco also increased. Given
the 5% value added tax, Hungarians had to pay 16% more
for medicine.

Thisisonly the beginning. On Feb. 11, Tibor Draskovics
was nominated as the new Finance Minister. He has assured
EU headquarters in Brussels that he will do everything he
can to consolidate the budget, and announced a draconian
austerity program of 570 million eurosin cutsfor 2004. This
still means abudget deficit of 4.6%, and isfar from fulfilling
the criteria of the EU’s Maastricht criteria, which limit the
deficit to 3%. Hungary’s entry into the Eurozone will there-
fore most probably not occur before 2010.

In the second half of 2003, there was a speculative run
against the Hungarian currency, the forint, as a consequence
of which, the central bank had to increase interest rates to
12%. The areas in which cuts will be made are the follwing:
Economics Ministry Eu138 million; Defense Eu46 million;
Education and Culture, each Eu32 million; Information Tech-
nology and Telecommuni cations Eu30 million. According to
Interfax, subsidies for the health-insurance fund will be cut

EIR March 19, 2004



by Eu35 million, for city administrations by Eu38 million,
and for railroads by Eu4 million.

AgricultureHit Hard

Hungary, as a new member of the EU, will not receive
any EU subsidiesfor oneyear. Thiswill hit agriculture partic-
ularly hard, and is expected to lead to an immediate wave of
farm foreclosures. Twenty percent of the Hungarian working
population is employed in the agricultural sector. At the end
of February, hundreds of thousands of farmers demonstrated
al over thecountry. Those most hard-hit by the crisisare pork
and dairy farmers, whose costs of production are much higher
thantheincomethey makefor milk, dairy, and pork products.
State subsidies won't fill the gap. What makes the situation
particularly difficult, isthat Danish dairy producersaretrying
to sell cheap milk powder into the Hungarian market, as are
Dutch farmers who want to replace the very tasty Hungarian
tomatoes. There is aso the Hungarian branch of the food
conglomerate Parmalat, Parmalat Hungaria RT, whose fu-
ture, after the bankruptcy of Parmalat in Italy, isunclear. Its
market shareis 5-6%, and it owes half abillion forintsto the
milk distributors.

While in the previous year, the Agricultural Ministry
could give 230 hillion forintsin state subsidiesto the agricul -
tural sector, in 2004 it will be only 40-50 billion forints. The
160 billion forints in EU subsidies for agriculture will only
beavailablenext year. Many Hungarian peasantsand farmers
therefore will not have the money they need to invest in pro-
duction. Because of last year's drought, animal feed prices
rose by 12%.

The radical budget consolidation will have social conse-
guences as well, particularly among the very poor—as sug-
gested by the large-scale plundering of supermarkets at the
end of February in Slovakia, after the Slovak government
announced a 25% cut in socia welfare.

Schiller Institute Intervenes

TheSchiller Instituteteam talked with economists, church
leaders, intellectuals, as well as young people, about the
global financial-economic crisis and Lyndon LaRouche's
Presidential campaigninthe United States. Therewasgeneral
agreement that the crisis must be solved on the basis of the
principle of defending the Common Good. The interlocutors
from the Hungarian side emphasized that the crisiswill have
cultural consequences for their country. Some pointed to the
fact that Hungary’ seducational system, onceamong the most
brilliant in the world, is being destroyed, and that this means
destroying awhol egeneration of young people. Many empha-
sized how important a solid, Classical education is, in view
of the fact that only a new generation of politicians—who
will come from those who are today 18-25 years old—can
givethe country afuture.

The Schiller Ingtitute representatives presented
LaRouche' sstrategic analysis, including the consequences of
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the Bush-Cheney war policy and therol e of the neo-conserva-
tivesintheBush Administration. They discussed LaRouche's
Presidential election campaign, and his program for reor-
ganizing the bankrupt world financial system. This program
is well understood, especially in light of a seminar which
LaRouche gave at the Hungarian Finance Ministry at theend
of 2002, on the need for aNew Bretton Woodsfinancial reor-
ganization. Of particular interest to the Hungarian partici-
pants, is the need to orient Europe in the direction of a Eur-
asian economic devel opment perspective.

During an event which was organized by the Schiller
Institute at the Budapest Reformatory University, Elisabeth
Hellenbroich made reference to the keynote speech which
LaRouche had given on Feb. 14 at the Schiller Institute
conferencein Virginia (EIR, Feb. 27). There, LaRouche had
emphasized that we are now at the end of a doomed system,
and the question before us is one of power: whether we will
succeed in bringing an end to the imperial policy of the neo-
conservatives in Bush's Administration, and whether there
will be a solution to the global crisis, based on an aliance
of sovereign nation-states, which will lay the foundation for
a new global financial system, a New Bretton Woods. She
concluded with the challenge to the audience, that Europe
can only fight for a new global system, if it defines its
mission in terms of the need to feed 6 billion people on
the Earth.
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Report From Germany by Rainer Apel

What Would Cause a Reality-Shift?
products like the Transrapid [magley

Members of the German parliament need the kind of courage system] in the U.S.A. This would be

. . . good.”
which their Italian colleagues have shown. A Free Democrat said that hd

still has not figured out whether

C LaRouche is “more a leftist or more

ould there be a German parlia- this would secure Bush’s re-election, a rightist,” but that if LaRouche is
mentary equivalent to the spectacular because of the worsened econeartaigning against the neo-consef
Feb. 13 initiative in the two chambersand social situation in the United vatives, that is welcome news. |He
of the Iltalian Parliament for a New States. They pointed out that in thaid that if the idea of the New
Bretton Woods reorganization of theelection of 1992, Bush's father lostto  Bretton Woods is that the U.S.A,,
bankrupt global financial system? Democrat Bill Clinton, on the issue@dpecially, should return to a reason
Generally, one would not think it pos- the economy. able economic and financial policy|of
sible, because of the depth to which When briefed about Democratimstructive cooperation with othef
ecologism and a zero-growth mentalfarty pre-candidate Lyndon H. countries, this would be more than
ity have penetrated German politics. LaRouche’s ongoing campaign, amdcome and necessary. This politi
Members of the Bundestag (parlia-LaRouche’s intervention to educate cian was impressed by the fact that
ment) show more interest in the state  his rival Sen. John Kerry on econobr@®ouche has a broad network of
of the Brazilian rainforests, than in theissues, including the Argentina crisis, supporters among the U.S. electofate,
financial crisisin Argentina, forexam- several Bundestag politicians sudving more individual contributions
ple. Recent meetings of the Bundedenly showed more interestin Ameri- even than Kerry.
stag’s foreign relations committee, can developments. The fact that theWith a keener understanding of
financial affairs committee, and devel-German economy is very much con- U.S. developments, a first step toward
oping sector committee allignoredthe  nected with that of the United Stafegprovement of the political debate in
Argentine conflict with the Interna- andvery muchinfluenced bythe ongo- Berlin would be taken. But still, is |t
tional Monetary Fund, showing how ing collapse of the dollar, all of a sudkalistic to expect German politiciang
much the parliament is out of touchden moved to the center of discus- to show as much courage as their |tal-
with reality. sions. ian colleagues, on the New Brettor

German resistance to the IragWar One Social Democrat, for exam-  Woods issue?
in 2003 was one of the rare moments  ple, said thatthe main incentive for thelt is realistic, on the condition that
in which the Bundestag showed somé&erman economy in 2005 would not  Social Democrats stop insisting, as
interest in international affairs; but come from within the Europeahey did when discussing with this au-
after the end of the U.S. official mili- Union—where more than 50% of Ger- thor, that the top priority is to car
tary operations, that interest eroded, man exports are currently going—duitthe government’s budget-cuttin
and boring budget-balancing routinerather would be provided by a shiftin ~ Agenda 2010 and sell it to the eledtor-
has taken over the minds of the parlia- U.S. economic policy, “putting an eatd. It is realistic, on the condition tha
mentarians, along with proposals forto the militaristic approach ofthe Bush  parliamentarians begin dealing
new austerity measures. Administration, beginning with londundamentals of economic policie

Discussions this author has had iroverdue domestic investments in the and stop repeating the budget-bajanc-
recent days with Bundestag members civilian economy, and stopping thgsslogans. Numerous parliamentari
and their aides in Berlin, however, dodollar policy. It would also help our  ans have some of LaRouche’s propos-
show that with the U.S. Presidential exports to the States, which have balsrstuffed away in their desk drawers,
primaries, a certain interest in devel-shrinking visibly.” and have been made acquainted|with
opments outside of Germany is re- This politician, who first said lleem during numerous LaRouch
awakening. Some said they would notid not like LaRouche, butthenadmit- movement political interventions| in
rule out that President Bush would try  ted that he did not know much ab&trlin in the recent period. It would
a propaganda trick, such as “finding”him, conceded that “if Kerry would  be a relatively easy job to finally ppll
Osama bin Laden or starting a new win and investin transport projectstteam out from those drawers; but i
military intervention somewhere; butyour man there advocates, there might could certainly be a big step forward
they were dubious as to whether even  be a chance also for German highftaamankind.
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Business Briefs

Machine Tools

American Consumption
Plunged in January

A March 7 report by the American Machin
Tool Distributors’ Association and the Assg
ciation of Manufacturing Technology sai
that U.S. machine tool consumption in Jan
ary plunged 23.9% from December's de
pression level, as manufacturers are hit
soaring steel prices. Industry consumed or
$161.19 million worth of machine tools, u
19.4% from the near-record low of a ye
ago. But January was down 23.9% from t
level in December, which had been proppg
up by year-end tax incentives. Geograph
cally, machine tool use fell in all regions o
the nation, with the largest drop in the Sout

During 2003, annual U.S. machine to
consumption had plummeted 64% from t
level of 1997.

Labor Force

Many ImmigrantsAre
Virtually Indentured

Northern Virginia, particularly its home
construction industry, is one clear examp

of the condition of virtual indentured servit

tude of many workers who are recent Hi
panic immigrants to the United States.
According to first-hand reports, man
Hispanic construction workers in Leesbur
Ashburn, Arlington, and Alexandria, Vir-
ginia, work for contractors who hire 5-1
workers to work on a project; receiv
$2,000-3,000 per week; but pay the worke

of the crew only a small fraction of that. Hist
panic families under these arrangements?? Nations Finance

sometimes have to live in houses that t
contractor owns, with up to 4-6 families liv
ing in one home.

Whether living in contractors’ homes o
not, many immigrant families pay $600-80
per month for just one, or at most two room
and the right to use a kitchen and toilet
Sometimes several families combined a
paying more than $3,000 per month in re
for a house. Some Hispanic constructig
workers pay $500 per month just to rent

single bed and the use of abathroom. In some

cases, 2 or 3 families are wedged into a s

%r Germany

Inone construction projectinthe Great
Washington, D.C. area, which has been
pairing a bridge, two Peruvian workers an
one Bolivian worker died in accidents lag
year. When it is cold and windy, Hispani
workers are sent to the highest point of t
bridge. Some of the same construction
- landscaping workers, in December, work t
i hours a day, six days a week selling Chris
U-mas trees, for which they are paid $50 p
2- week.
oy
ly

D

.ﬁExports Roseto Asa,
"EU; Dropped to U.S.

h.
| A March 9 preview of a German Office o

e Statistics report on 2003 shows that Germ
exports to Asian, Eastern European, and B
rozone countries continued to increase md
erately, whereas exports to the United Stat
saw a considerable drop. The most specta
lar single increase was reported in exports
China (up 24.9%), and to Russia (up 6.59
European Union (EU) member countries in
ported 3.5% more. “EU plus 10" (the ex|
panded EU from May 2004 on) accounte
for an increase of 3.8%. Exports to th
United States dropped by 9.1%.

le

| rope increased for Germany, which so
P~ 55.5% of its exports to the EU, and 64% t
the “EU plus 10.” All in all, the Eurasian

) role for German exporters.

D

rsAsian Bond

"“Ministers To Meet

Finance ministers of the 22-nation Asian
D operation Dialogue (ACD) will meetin May
5, to consider establishing a $10 billion
5. billion baht) fund to invest in governmen
re  bonds issued by ACD members. The
ntfinance ministers’ meeting in Bangkok wil
n  be followed by a summit in Chinator
athe concept.

Sirote Swasipanich, director-geng
nthe ACD’s Fiscal Policy Office, said the

gle apartment.
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Asian Co-operation Dialogue Fund (ACD

(o]

would invest in local currency sovereig
bonds issued by the members. Thai Pri
Minister Thaksin Shinawatra, the main pro-
ponentofthe ACD group, had previously ar
nounced that Thailand was ready to comm
$1 billion in foreign reserves to the ACDF
with a similar commitment made by India
leaders.
Sirote said that whether reserves i
vested in the ACDF could still be counted
official reserves, depended on whether au-
thorities were able to convince the Interna-
tional Monetary Fund of the stability of fund
investments. “As a result, investments need
to be in investment-grade securities that
trade with adequate liquidity. It's notasifall
22 ACD members will be able to issue bonds
for the fund to buy,” he said.

LrRailroads

¢Shanghai and Siemens
~May Expand Maglev

Shanghai’s governmentand Germany'’s Sie-
mens and ThyssenKrupp are discussing ex-
tending the Shanghai-Pudong magnetic-lev-
itation train to Hangzhou, a city 200 km
southwest of Shanghaiin Zhejiang province.
Shanghai government spokeswoman L
Rong said on March 8 that the “governmer
of the two sides are discussing such a pre
ject.” It is awaiting approval in Beijing.
“Shanghai can'’t start such a big constructic

Y Land-Bridge countries played an increasing project without central government orders.

The Shanghai Maglev Transportatic
Co., which operates the 30-km existing com:
mercial maglev, said that it is doing feasibil-
ity research on extending to Hangzhou. Ge
man radio reports on March 8 claimed that
Transrapid International is about to com
plete an agreement to build the new section.
No decision has yet been made on what
technology will be used for the longer,
Shanghai-Beijing high-speed railroad.

Co- Areport from the Overseas Chinese Af-

fairs Office of the State Council said tha

(38Bejiang Province officials are to present

their proposal for the new maglev line to tf

Mag@tral government by December. If itis ap-

proved, construction would begin in 200!
ifhe maglev, which can reach speeds of 430
kilometers per hour already on the shc

er&8leinghai-Pudong line, would reduce travel

time between Shanghai and Hangzhou fr

FYwo hours to 30 minutes, beginning in 2008.
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Rovers Find Proof, Mars Was
Once ‘Soaked’ With Water

Scientists have long thought that there was once water on the
surface of Mars, based on orbital photographs. Now they have on-
the-ground proof. Marsha Freeman reports.

A planet-shaking announcement was made on March 2 at a
special briefing held at NASA headquarters in Washington.
Scientists announced that datareturned by the two Mars Ex-
ploration Rovers confirmed that at one time in its history,
there was water on Mars. Photographs of canyons and dried-
out riverbeds taken from orbit had shown evidence of water
thereinthepast, but now thereis* groundtruth.” Thepresence
of water, science leader Dr. Steve Squyres stated, meansthis
site “was a habitable place.”

Water isthe only known necessary ingredient for life. On
Earth, simplelifeforms have been found in the most extreme
environments—eventhosesimilar toMars—andevenif there
isno sunlight or air, if there is water, there islife. Although
the Mars rovers Spirit and Opportunity will not be able to
answer the question of whether there has been, or is, life on
Mars, they have now answered the question of whether the
prerequisite, liquid water, was present.

Meridiani Planum, the Oklahoma-sized plain where Op-
portunity is exploring, was chosen asthelanding site because
orbital measurements had revealed a layer of gray hematite
on the surface. This mineral forms in the presence of water
on Earth, and so would provide a footprint for the existence
of past water on Mars. Fortunately, Opportunity missed its
prime target by a few miles, and did not land on the open
plain, but inside one of anumber of small cratersinthe area.
The crater is 72 feet in diameter and nearly 10 feet deep.

Lying only tens of feet from the landing site, within easy
reach, was an outcrop of rocks that scientists immediately
recognized as having formed in the very early days of Mars,
billions of years ago. The bedrock sits on the wall of the
rover's small crater, and was thrown up near the rim when
the crater was made by a meteor impact. The bedrock, since
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named Opportunity Ledge, tells the story of the ancient his-
tory of Mars.

The Chemical Evidence

The data that led the scientists to make the categorical
statement that Meridiani Planum was once “soaked” with
water, was returned from three of the scientific instruments
located on adepl oyable arm on Opportunity. Each set of data
from the spectrometerstakes at least 10 hoursto collect, and
thentwo or threedaysto transmit back to Earth. The scientists
have been patiently waiting for the results of their experi-
ments.

It isonly natural that the scientists studying the features
onMarsrely onwhat they know about the geol ogy, chemistry,
and history of the Earth to try to inform their understanding
of Mars.

Lyndon LaRouche has posed the possibility, however,
that chemistry on Mars may not be entirely comparable to
that of theEarth. Inhisarticletitled, “ Onthe Subject of Tariffs
and Trade” (EIR, Feb. 13), he discussed the challenge faced
by the human race, to overcome the limited supply of indis-
pensable minerals natural to Earth, that will be increasingly
depleted as popul ation grows. “We need aphysical chemistry
which does not continue to rely upon blind faith in ‘magic
numbers to seem to explain away how the Solar System
actually generated the repertoire of what is aready known
as the naturally-found periodic table of the Solar System,”
LaRouchewrote. “We must get out of the intellectual prison
of our current textbooks, and go to Mars, hoping to find the
different physical chemistry, which will help usto develop a
physical chemistry—including a nuclear physical chemis-
try—beyond what we know from studies on Earth.”
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The discovery by the Opportunity rover that Mars once had water,
was made through the intensive analysis of thisfield of rocksin an
outcrop of bedrock near the landing site.

Thetwo Mars Exploration Roversare providing the most
detailed insightsinto the similarities, and the differences, be-
tween the chemistry of Mars and the Earth.

The rover’'s Alpha Particle X-Ray Spectrometer, or
APXS, which reveal sthe elemental composition of rocksand
soil, identified large amounts of sulfur in outcrop rocks. Op-
portunity spent afew days at the part of the outcrop called El
Capitan; and in that region, a rock named McKittrick was
found to contain the highest concentration of sulfur ever ob-
served on Mars. The APSX uses radioactive curium-244 to
bombard atarget areawith alphaparticlesand X -rays, causing
a cascade of reflective flourescent X-rays. Each chemical in
thesoil or rock isidentified by aunique spectrum or footprint
reflecting the energy level of the radiation produced.

If the sulfur concentration were found only on the surface
of McKittrick as a coating, that would have been interesting,
but not conclusive. In fact, the sulfur was found inside the
rock, after the rover’s Rock Abrasion Tool (RAT), drilled a
circular hole about 0.16 inches deep and 1.8 inchesin diame-
ter. The spectra from McKittrick also showed the presence
of bromine.

The examination of another section of El Capitan, at the
rock dubbed Guadal upe, found similarly high concentrations
of sulfur, but with very little bromine. The scientists report
that this“element fractionation” typically occurs when awa-
tery brine slowly evaporates and various salt compounds pre-
Cipitate out, in sequence, over time.

In addition, data collected by the Miniature Thermal
Emission Spectrometer (Mini-TES), which identifies the
mineral s present, showed that the sulfur is present intheform
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of mineral sulfates. The scientists think the salt that is proba
bly most prevalant is magnesium sulfate, which can be found
at thelocal drugstoreintheform of Epsom salt, on Earth. The
salt content may beasmuch as40%, an*“ astounding amount,”
which would mean the water it precipitated from is “like the
Dead Sea,” stated Dr. Benton Clark.

A third instrument, the Mossbauer spectrometer—con-
tributed to the mission by the University of Mainz in Ger-
many—speciaizesinidentifying variousformsof iron-bear-
ing minerals. At the El Capitan site, the instrument detected
thepresenceof jarosite—an hydrated iron sulfate, which con-
tains water in the form of an hydroxyl as part of its structure.
Typically, jarosite spendstimein an acidic lake or acidic hot
spring environment, on the Earth.

The scientists find no other explanation for these results,
than that water was involved in the history of the ancient
bedrock. Dr. Squyresreported that there are two possibilties:
that the rockswere formed through the deposition of vol canic
ash into layers that were porous, and that ground water |ater
percolated through the rocks, changing their chemistry; or,
that the rocks were formed out of sedimentary layers, when
salts and minerals that were dissolved in water periodically
precipitated out into sold form.

If there were a salty seain the region of the crater where
Opportunity sits, thereisnotopographic evidencefor it today.
There is no basin that could hold an ocean, or observable
shoreline. But Dr. Squyres cautioned that does not mean that
the topography was not quite different in the past.

At the March 2 special NASA briefing, another piece of
new evidence for past water on Mars was discussed by Dr.
Benton Clark, from Lockheed Martin. Very detailed photo-
graphs taken by the rover’s Microscopic Imager reveal that
inside the outcrop rocks are tiny holes, or voids, which Dr.
Benton said are called “vugs.” These voids, he explained,
match thedistinctiveappearanceof hollowsthat forminrocks
on Earth, where crystals of minerals grow when the rocks sit
in briny, or salty, water. Later, when the crystals themselves
disappear, because they are eroded by the wind or dissolvein
water, the holes or moldsthat they created are left behind.

Someof these Marsvugshavedisk-like shapes, withwide
midpoints and tapered ends. This is consistent with sulfate
mineralsthat crystallizewithintherock matrix, either pushing
the matrix material aside, or replacing it.

A Closer Look at theFirst Hints

Sinceit opened its panoramic-cameraeyeson Marsafew
hoursafter landing on Jan. 25th, Opportunity hasbeen sending
back intriguing hintsthat there may have been waterin Mars
past. Additional data collected recently, which represent a
broader-scale, yet more detailed examination of Opportuni-
ty's small crater on Meridian Planum, are adding to the evi-
dencefor water which hasbeen confirmedinMars' chemistry.

When Opportunity first imaged the outcrop, geologists
recoghized that many of the rocks were made up of layers,
different from the volcanic basalt rocks at the Spirit rover
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Two of therocksin the El Capitan formation that Opportunity
targetted for detailed study, were the triangular-shaped
McKittrick—in the center of this photograph—and Guadalupe,
further up. Both have been drilled into with the rover’ s Rock
Abrasion Tool, indicated by the circular drilling patterns seenin
the photo.

basein Gusev crater, halfway around the planet. Thelayering
could have been produced by periodic depositionsof volcanic
ash, or sediments of minerals that precipitated out from a
briny water solution.

Onits 17th day on Mars, Feb. 10, Opportunity had rolled
towithin striking distance of the rocks at the outcrop, and the
panorama photographs showed clearly that the layersin the
bedrock were not aways parallel to each other, like aperfect
layer cake. Instead, thelayersappearedto have cross-bedding,
or different thicknesseswithin alayer, indicating their forma-
tion would have been from some sort of flowing motion. This
motion could have been from wind, or water.

Standing water, such as alake or ocean, could have cre-
ated the layers, asthe water evaporated, leaving the minerals
behind. Or they could be theresult of the same process, inthe
periodic action of water—in ebbs and flows.

One of the most interesting outcrop rocks for the study
of rock layering, is called Last Chance. It appears to have
evidence of ageologic feature known asripple cross-stratifi-
cation. Thethinlayers(0.4-0.8 inchesthick) at the base of the
rock are dipping down toward one side. In the upper right
corner of the rock, layers aso dip to the right, giving the
rock aweak concave geometry. The combination of thisthin,
cross-layered bedding, combined with the concave geometry,
suggest the action of small rippleswith sinuous crest lines.

The scientists point out that although the wind can pro-
duceripples, on Earth they rarely have crest lines, and never
form steep, dipping layers at such a small scale. The most
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The key data collected by the Mossbauer spectrometer at the El
Capitan rock collection was the identification of the iron sulfate
mineral, jarosite. Its spectral signatureis seen in the two light-
colored peaksto the right and left of center of this graph.

probable explanation is that the ripples were formed in the
presence of moving water.

Opportunity will do an intensive, all-instrument investi-
gation of Last Chance, and geologi st and science team mem-
ber Dr. John Grotzinger said at the March 2 briefing that he
hoped thescientistswill beableto narrow downthe possibilit-
ies, and conclude that it was water that created these features
ontheancientMarsrocks. Atleastthey will beableto* narrow
the range of possibilities,” Dr. Grotzinger said.

Another hint of the action of water that has been evident
sincethe end of January, isthe presence at Meridiani Planum
of round, grey-colored particles, Since then, everywhere that
Opportunity has looked, it has found these spherules. They
areontop of thefine-grained soil, underneath the surface, and
on, aswell asinside, the outcrop rocks.

Until early March, the scientists were entertaining three
possible processesfor the creation of these curious spherules:
droplets of molten volcanic glass, called lipilli, cooled into a
“volcanic hailstorm,” and dropped from the sky; droplets of
soil material that became heated and tossed into the atmo-
spherefromameteor impact, fell fromthesky; or, concretions
were formed inside the rocks around small grains of material
that were dissolved in water, and precipitated out.

At the March 2 briefing, the science team members pre-
sented new material concluding that concretion, in a water
environment, created the rounded spherules. They observed
that the spherules found in the rocks, when the rover’ s Rock
Abrasion Tool drilled down inside, did not deform the rock
layersin which they reside. This indicates that the spherules
did not come bounding in from the sky. Similarly, their pres-
ence throughout the rock’ sinterior indicates they formed in-
side the rock and were not imported.

Spirit FindsWater, Too
The Spirit rover isworking insidealargecrater the size of
Connecticut, named after 19th-Century Russian astronomer
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Peering inside therocks at El Capitan, scientists found voids
created by crystalsthat have since disappeared, called vugs. The
Microscopic Imager took this picture on Opportunity’s 28th day
on Mars, which highlights these hollowsinside the rock. The area
inthe pictureisabout 1.2 inches across.

Matvei Gusev. This site was chosen for the rover’s landing
because orbital photographs suggest Gusev crater was once
filled with water, as there are outflow channels, and what
appear to be beachheads there.

As Spirit was first on the scene, landing on Jan. 3, three
weeks before Opportunity, it returned thefirst in situ dataon
the characteristics of Mars soil, soon after it rolled off its
lander. Just as the Apollo astronauts left their footprints on
the Moon, Spirit left itswheel tracks on the Martian soil.

Navigation engineers, responsible for safely guiding the
rover around itsterrain, noticed from the first post-drive im-
agesthat the soil seemed to be sticking to the rover’ swheels.
It is possible, scientists believe, that this cohesion in the soil
could be from layers of dust that have been compacted; or,
that brine, or salty water, has created a kind of cement. It
seems the soil could be “sticky” from salty water oozing
from underground.

At the end of February, as engineers and scientists were
examining Spirit’s tracks, Dr. Lutz Richter of the German
Space Agency, who isarover science team member, said, “|
would comparetherover trackstotheboot printsof geologists
walking around on Earth. They immediately give usinforma-
tion about the nature of the material on whichweareroving.”
He explained that “the material we are on has given way to
the weight of the rover in some places. We can measure the
amount of sinkage, and that tellsusthe strength of thematerial
weareon. . .. Sofar, wehave seen alot of variation.”

Their analysis has led the scientists to believe that the
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Thisimage, taken at the outcrop rock named Last Chance, shows
layers making up the rock which are not parallel, or which are
cross-bedded. Scientists say the most probable explanation of the
ripplesin thelayersisthe presence of moving water.

surfacematerial at Gusev Crater containsathin crust covering
thesoil. Dr. Richter reported that preliminary chemical analy-
ses indicate high amounts of chlorine and sulfur on the top-
most layer of the soil. He said that there must have been at
|east trace amounts of water at work, to produce this chemis-
try. There are a few possibilties. “Perhaps a few hundred
thousand years ago,” he proposed, “the atmosphere might
have been saturated, and could have been responsiblefor this
recent crust at the Gusev site.”

On its 45th day on Mars, on Feb. 17th, Spirit returned
images of fine-grained soil it was studying in asmall depres-
sion called Laguna Hollow. Inside the Hollow, scientists
could seeirregular patterns of lines and polygons. Such pat-
terns are found on the Earth, Dave Des Marais from the sci-
ence team explained, when you have freeze-thaw activity,
“such asin tundra. Y ou can also get that in asalt flat, where
the salt, by warming, or by wetting and drying, expands and
contracts. This forms a very characteristic polygon pattern.
Y ou can do it with mud flats, with mud cracks.”

DesMarais specul atesthat because these patternsare still
visible on the surface today, they could be due to an active,
ongoing process on Mars.

At a briefing at the Jet Propulsion Laboratory on March
5, scientists discussed another hint from Spirit’ s adventures,
that small amounts of water existed at Gusev Crater. The
interior of adark volcanic rock named Humphrey, which was
examined after the rover’s Rock Abrasion Tool had scraped
away the surface, contains bright material in cracksand crev-
icesthat |ookslikemineralscrystallized out of water, reported
Dr. Ray Arvidson. “If we found this rock on Earth,” he ex-
plained, “we would say it is avolcanic rock that had alittle
fluid moving through it.” The amount of water suggested by
Humphrey's crystalsis far less than what isindicated in the
mineral structures found by Opportunity, but could be a hint
of more extensive findings, soon to come.
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The tracks the rovers make in the soil are a result of their rolling
on their six wheelsto their next target. But the tracks provide
information about the cohesion and other characteristics of the
soil, and can also be a marker for water. Thisclear set of tracks
was made by the Opportunity rover, and photographed on its 37th
day on Mars. The outcrop of rocksisvisible on the horizon, and on
thefar left isthelander that the rover hasleft behind.

What Could Live There Now?

AttheMarch2briefing, Dr. Clark threw out theintriguing
ideathat there aremi cro-organismsthat could liveinthehigh-
sulfur environment that the rovers have found on Mars. They
would have to be able to hibernate during the colder, winter
spells, perhaps in the form of spores, and then re-animate in
the warmer weather.

Dr. Clark believes that one Earth-bound, sulfur-reducing
microbe that could make ahome on Mars is Desulfotomacu-
lum, which could live off the sulfate found in the Martian
rocks. Terrestrialy, it isfound in soil, water, and geothermal
regions, and aso in the intestines of insects and animal ru-
mens. It reducessul fur compoundsto hydrogen sulfide. Sulfur
isitsenergy source, so “it can work independent of the Sun,”
Dr. Clark explains. It can also form spores, “so it can hiber-
nate” over the Martian cold spells.

It does need some hydrogen for its metabolism, but there
isampleevidenceof theexistence of hydrogen on Mars, prob-
ably in the form of water ice, under the soil of alarge area of
the planet. In equatorial regionsin the summer, some of that
ice may melt. There may also be supplies of liquid water
residing underground.

How would you know if you have found them? Dr. Clark
says that you would have to be able to carry out isotopic
fractionation. “When living organisms process sulfur, they
tend to fractionate isotopes differently from geological or
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At the Spirit site, scientists have not found layered rocks; but
Humphrey, seen here, which isvolcanic, hasits own interesting
features. In order to examine what isinside, the Rock Abrasion
Tool was used to dust off a small section of the surface, and then
used its diamond-head drill to make a shallow hole.

mineralogical” processes. To do that intricate examination,
sampleswill have to be brought back to Earth.

Finding fossilswould be no easy task on Mars. Dr. Grotz-
inger explained that on Earth, finding fossils preserved in
ancient rocks is very rare, as they will likely be on Mars.
But the signatures for past life, like the signature in Mars
chemistry for the past presence of water, will beontheagenda
as more and more sophisticated robotic missions, and finally
people, maketheir expeditions to the Red Planet.

What’ s Next?

Opportunityisstill inthemidst of itsinvestigationsinside
its small crater. It will be heading over to a different area of
theoutcrop wherethereisarock that hasabowl shape. Inside,
the panoramic cameras indicate, is a cache of the small,
rounded spherulesthat rolled down the side of the carter and
collected there. The scientists plan to take measurements of
surrounding rock, and then of the bowl, and compare them.
By subtracting out the mineralsthat are similar, they hopeto
see if there are any differences that can be attributed to the
cluster of spherules.

More studies will also be done of the heavily layered
rocks in another Ledge region called Big Bend, to see if
more can be learned about the water history of the site. Dr.
Grotzinger said that the cross-bedding there appears to be
different, which could indicate a different mineralogy. He
expressed optimism that the additional data will resolve
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This mosaic of images taken inside the hole drilled into Humphrey,
isalmost two inchesin diameter. The Microsopic Imager can only
capture a portion at any time of the area that has been ground
away by the abrasion tool, so a number of images have been
carefully stitched together to create this one. It shows sinuous
veinsinside the vol canic rock which could be evidence of water
trickling through the material.

some of the questions about water on Mars, over the com-
ing weeks.

Afterit completesit intensive study of theancient outcrop
rocks, Opportunity will head toward the rim and then venture
out of itssmall crater. Asit crosses the plain, scientists plan
to search for the hematite the rover was sent there to find.
Crystalline gray hematite forms in the present of water on
Earth. Orbital dataindicatesMeridiani Planum should contain
significant amounts.

To the east on Meridiani Plain is alarger crater, named
Endurance, whichisabout 40yardsaway. Enduranceappears,
from orbital photographs, to have brightly colored material
on itsrim, said Dr. Joy Crisp at the briefing. That material
may besimilar tothe outcrop Opportunity hasbeen exploring;
but because it is nearly 100 feet deep, the material exploded
up to the rim when the crater was formed may be even older
than the outcrop at Opportunity L edge.

Spirit will continue its excursions inside Gusev Crater,
also headingtoward acrater rim; that of asmaller crater within
Gusev, to examine outcropped rocks there.

At thebriefing, astring of reporterstried to pin the scien-
tistsdown asto how much water existed at Meridiani Planum;
when, and for how long it was there; whether it was under-
ground or on the surface; and whether it was persistent, or
camein ebbsand flows. Dr. Squyresinsisted that these ques-
tions could not be answered with the suite of instruments
aboard the two rovers currently on Mars.
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The next spacecraft bound for Marsin NASA's campaign, will be
the Mars Reconnaissance Orbiter, to launch in 2005. It will be
able to image the landscape to see details as small as a table, will
scan for underground layers of water and ice, and will identify
surface minerals. Scientistswill use what they have learned from
theroverson the ground, to refine their search fromorbit.

In order to sgqueeze more secrets out of the rocks and soil
on Mars, samples must be brought back to laboratories on
Earth. In that way, trace elements, to the level of parts per
billion, could be detected inthe material . | sotopic differences
in elements could provide further clues as to their age. An
entire armamentarium of the world’ s most sophisticated sci-
entificinstrumentation would bebrought to bear toinvestigate
the samples.

NASA headquarters Lead Scientist for Mars and the
Moon, Dr. Jim Garvin, outlined the next steps in the space
agency’ s Mars exploration program at the briefing. More so-
phisticated orbiters, alander that is a mobile laboratory, and
additional infrastructureareplanned. And adecadefromnow,
samplesfrom Mars should be reaching laboratories on Earth.
Dr. EdWeiler, NASA Associate Administrator for Space Sci-
ence, said that as envisioned in President Bush's exploration
initiative, thesewill beprecursorsfor thefirst humanmissions
to Mars.

Three kinds of missions will follow in the future, Dr.
Weiler explained. These will include a sample return, both
for scientificinquiry and in preparation for manned missions;
in situ astrobiology, where instruments are sent specifically
to search for past signs of life; and, the landing of equipment
and infrastructure to prepare for the manned missions, and to
test the environment for characteristics such asthetoxicity of
the sail.

Will it be possible to know conclusively, if life ever ex-
isted on Mars? Probably not until we go there ourselves.
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1T IR Feature

Beltway Ideologues

Deny Mad-Cow
Disease Threat

by Marcia Merry Baker

On March 5, at the Houston Rodeo and Livestock Arena, a show-hearing was held
on Mad Cow Disease in North America, by the Agriculture Committee of the House
of Representatives, for the Bush Administrationto announce a “voluntary” program
for identification and tracking of cattle. It is to be implemented in the indefinite
future—maybe “sometime next summer.”

This Texas bells-and-whistles eventwas intended to give the impression that the
United Statesis serious aboutimplementing a disease surveillance and containment
program. But on specifics, Keith Collins, U.S. Department of Agriculture Chief
Economist, said only that his agency is still working on it; and as to when it will be
ready for ranchers, “we are going by the seasons.”

“Pure ideology” was how one veteran farm state Congressman summed up the
proceedings. To begin with, the Texas venue was chosen for the Committee field
hearing, for the very purpose of pandering to what's called politically, “Big Beef.”
This refers, not generically to family farm cattlemen, but to financial and cartel
interests in the beef commodity trade, aligned, to date anyway, with the Bush
Presidency. In particular, these interests are infuriated that Japan, South Korea and
Canada—the principal importers of U.S. beef—are retaining their ban on U.S.
commodities, given safety concerns. Only Mexico has caved in to resuming im-
ports. The other governments continue to reject the many “trust us” statements
from Agriculture Secretary AnnVeneman, U.S. Trade Representative Robert Zoel-
lick, and others.

The sorry Houston event is only the latest in a series of Administration policy
actions that amount to both a denial of the nature of the disease threat, and a re-
play of the very deregulation-type ideology practiced by Margaret Thatcher, the
original Mad Cow, whose administration (1979-1990) was associated with the
outbreak and spread of BSE—bovine spongiform encephalopathy. It is thought
that the disease made a species jump from sheep to cows in the early 1980s, under
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U.S Secretary of Agriculture Ann Veneman (right) and former British Prime Minister Margaret Thatcher: Nothing to smile about, when it

comesto USDA policy on BSE.

deregulated livestock feed conditions, expressly warned
against by scientistsin the 1970s.

In the end, over 180,000 British cows were confirmed
with BSE, two million cattle killed, and over 160 cases of
human contraction of the bovine form of the disease—called
in humans, variant Creutzfel dt-Jacob Disease (vCJID)—have
been documented in Britain. The diseaseisfatal.

Part of the Thatcher Mad Cow legacy, is that infected
animals inevitably made their way to other countries. In re-
sponse, governmentsin Europeand Japan haveinstituted new
testing and contai nment programs, whilein the United States,
only apretense exists. In Japan, for example, all domestically
raised cows are tested at slaughter, and meat held back until
results are known. So far this year, some 10 animals have
tested positive for BSE. No meat recall was required.

Other nations have differing, but serious programs. In
Ireland, in the range of 40 BSE cases are found yearly, a
number that epidemiologists expect to seefalling asthe dis-
eased animals die out. In France, half of all cows going to
slaughter aretested, using apattern to maximize surveillance
of the nationa herd inventory, in order to track and contain
any disease presence.

But inthe United States, only some 20,000 animalsayear
have been tested, out of over 30 million slaughtered; the meat
isnot held back. Veneman’ s order to, now, test 40,000 ayear
isnochangein policy. Thetwo BSE cowsidentified in North
America over the past nine months (in June in Canada, and
in December, Washington state), should not have come as
asurprise.

What isrequiredisaserioussurveillance program of test-
ing cows going to slaughter; and atagging and tracking sys-
tem, so that containment can be implemented in the case of
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disease. Secondly, alive-animal test must bean R& D priority,
to begin to go beyond containment to eradication. Thirdly,
sanitation and decontamination technologies are required. It
is an irony that with al the Homeland talk of bio-security
against potential bio-terrorism, the United Statesisin astate
of outstanding lack of preparedness to handle a clear and
present danger in the livestock/food chain.

Most of all, a crash science research program is required
to investigate the whole category of the pathology involved
in TSEs—transmissable spongiform encephal opathies, now
called“priondiseases’ after thenamegiventothesub-cellular
mutant protein matter, or “prion,” that isinfectious but not a
virus nor bacterium.

BSE is not the only TSE documented to exist in North
America, in meat animals. Scrapie—the namefor the disease
in sheep—is present in U.S. flocks, as in many parts of the
world. And in the wild, a TSE “wasting disease” is now
spreading among white-tail deer, after a species jump from
Western muledeer. The point isnot that you must necessarily
avoid eating lamb, mutton or venison for fear of infection.
The point is, that there is a disease threat present, and there
are many unknowns. Therefore, government’ s responsibility
is to further the research and health measures required to
protect the public interest.

One newly introduced bill in Congress nominally ad-
dresses the urgency of facing up to this threat. Senate Bill
2007, sponsored by Sen. Richard Durbin (D-111.), isthe*BSE
and Other Prion Disease Prevention and Public Health Protec-
tion Act” (H.R. 3714IH, in the House of Representatives).
But the dominant ideology of denial in the Administration,
and by the Congressional magjority, is so far prevailing in
Washington, D.C.
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Interview: Colin Lowry

Don’t Underestimate This Public
Health Enemy: ‘Prion Pathology’

Colin Lowry, cell biologist and
Associate Editor of 21st Century
Science& Technology magazine,
wasinterviewed on Feb. 12 onthe
danger of bovine spongiform en-
cephal opathy—BSE, or mad cow
disease—andthelittle-known sci-
ence of prions. Theinterview, ex-
cerpted here, was conducted by
Economics Editor Marcia Merry
Baker and Science Editor Marjo-
rie Mazel Hecht. The full inter-
view will appear in 21st Century
Science and Technology.

EIR: Wehave had two cases of BSE in North Americaover
the past nine months, and from a scientific point of view, you
have said that the Federal food and agriculture safety policy
isoutrageous. What isthe danger?

Lowry: The Federa standards are totaly inadequate.
There's very little testing at all to identify cows that are
slaughtered that might have BSE. Thereis absolutely no test-
ing before an animal is slaughtered, which isarea problem,
because if you find a BSE cow, you can't identify where it
came from. And the only way to find new cases is to catch
them at slaughter by chance.

The USDA is also misleading the public on where the
prion pathogen, or BSE, isfound in cattle. The press reports,
and statements by Ann Veneman and others from the U.S.
Department of Agriculture, are either the result of complete
stupidity, or lying. BSE is not found only in the brain and
spinal cord. In an animal that actually is symptomatic or in-
fected, it will bein all nervoustissue, in the lymph nodes, in
the blood, small amounts in the muscle, in the spleen, in the
gut—just about everywhere. So, to think that you’ re protect-
ing yourself by not eating brain and spinal cord, or somehow
not recycling those partsinto other animal feed, isjust ridicu-
lous—and potentially alie, because they should know better.

EIR: What is the pathology of the “prion” and where does
this name come from?

Lowry: The prion is a protein, sub-cellular in size, folded
into adominant conformation that is somehow infectious, in
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that it causesincredibly horrible neurological complications,
and can spread through the blood, person to person.

Prions themselves were recognized as such in the mid-
1970s, originally by Carleton Gajdusek, and later by Stanley
Prusiner and his research group. Gajdusek first found what
came to be called prions in tribes in New Guinea, some of
which were cannibals, others of which were not, but they had
rather unusua rituals, which involved communing with the
dead, and being exposed to their brains. And he saw neuro-
degenerative diseasein very young people, which you would
never expect to see.

Thisdiseaseiscalledkuru, andisendemicin New Guinea,
and probably a few other places. It is a neuro-degenerative
disease, apriondisease. Basicaly, it causesmassivecell death
of neurons throughout the central nervous system. It has a
long incubation time, on the order of years. It might take up
to 6-10 years, to actually have someone die of it.

Itsbehavior isvery similar towhat we seeintheinherited
Creutzfel dt-Jacob Disease (CJD) andin the animal-to-human
transmitted variant Creutzfeldt-Jacob Disease (vCJID), and
how the disease progresses.

EIR: WasCJD known earlier?

Lowry: No. Prionswereidentified in the late 1970s. At that
time, the prion was a really revolutionary idea that was re-
sisted by most scientists. No onebelievedthat anything except
avirusor bacteriacould beinfectiousor transmissible. Prions
werejust aprotein, in avery dominant shape or conformation
that was resistant to high heat, protease digestion, enzymes,
chemicals—nothing could kill it, so to speak.

EIR: Didthey actually take samples of the kuru, the prions?
Lowry: Yes, thisisexactly what they did. At the time, they
did not know what it was. The first assumption—which was
a good assumption—is that it was some kind of rare virus.
So they then used techniques that would obviously destroy
viruses—autoclaving (sterilizing), high heat, chemicals, fil-
tering, you name it. And they found that there was almost
nothing they could do to the protein fraction of the extracts;
it was always infectious, even when they used things that
would destroy nucleic acids, RNAse, DNAse, so that there
would be no nucleic acids left, or available for this thing
to reproduce.
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So they determined at that point, that this must be some
kind of protein that’ sinfectious.

EIR: Why wasit named “prion?’

Lowry: Ithink, becausewehad virions, and wehad proteins,
and they wanted to makeit aninfectious protein. | don’t know
actually, who gave the name—whether it was Gajdusek, or
Prusiner. It acquired the namein the late 1970s.

EIR: Isit known how much of theinfectious protein it takes
to infect another animal or person?

Lowry: No. That's part of the problem. The threshold is
probably very low. There's no way to quantify that directly.
But it will depend on three factors. whether the prions are
bound to a metal, whether they are in solution, and what the
genetics of the person are.

Inthefirst case, if the prion isbound to asurface, such as
steel, or any other metal, thereis an extremely low threshold
required to infect another animal. The experimental work was
done on this by the French, and aso by the British. One of
theunfortunatetransmissionsof thevariant Creutzfel dt-Jacob
Disease (vCJID) occurred in France, the result of instruments
that had been sterilized in the standard way, which did not do
anything to defeat the infectivity of the prions; the prions
bound tightly to the stainless steel.

What happened was that two other people on whom these
instrumentswerelater usedin brain surgery, becameinfected.

EIR: Soinstruments, used on someonewho had the disease,
were sterilized and they still passed on the disease to the
next patient?

Lowry: Yes, at the time they did not know that the origina
patient had Creutzfel dt-Jacob Disease.

EIR: Wasthisresilience to sterilization known before BSE
transmission to humans came along; that is, at the time of the
first knowledge of Creuzfeldt-Jacob Disease?

Lowry: Well, there had been other experiments, modelling
this exact scenario in mice. These were much more precise,
because they werelaboratory-controlled. What they did s, to
take atransgenic mouse, which is ableto beinfected with the
same prion that causes BSE in cows. They took a stainless
steel wire and passed it through asmall holeinto theinfected
mouse’s brain. They then took this wire, dipped it in 10%
formaldehyde, autoclaved it, did everything you would nor-
mally do to sterilize an instrument, and then put it into the
brain of another mouse, that did not have any infection at all.
They found that you can do thisin series, and end up infecting
maybe eight out of ten micein arow.

EIR: Soyou sterilizeit ten times—and it’s still causing in-
fection, from the very first case?

Lowry: Yes, potentialy. In other words, it is not 100%, but
eight out of ten, in this case. What they find is that the prion
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The prion bindstightly to stainless steel, and is absol utely resistant
to destruction by heat, chemicals, and other standard sterilization
techniques.

protein is absolutely resistant, when it is bound to a steel
surface. The only way to beat it in this case, isincineration.

EIR: Isthisany steel surface, likeaknife used in slaughter?
Lowry: Yes. Anything: slaughterhouse equipment, surgical
instruments, wire, whatever ismetal. The prion, inits normal
form, bindsto copper and other metal ions very tightly. And
they found out, the hard way, that it binds to stainless steel
incredibly tightly, and is absolutely resistant to treatment by
chemicals, proteases, heat, whatever you want.

EIR: Irradiation?
Lowry: Evenirradiation. The prion could careless.

EIR: Pleasediscussthe other two factorsregarding thislow
infectivity threshold.

Lowry: Factor two is whether the prions are in solution or
not. We aretalking here about afluid, like blood—and thisis
the other large fear about human-to-human transmission, in
cases in the United Kingdom and in France. There are docu-
mented cases occurring in Scotland, of a person who gave
blood and |ater was diagnosed as having variant Creutzfeldt-
Jacob Disease, which means that the person was actually ex-
posed to BSE, and was infected from the original cow form
of theprion, which then adapted into human form. And before
the person was symptomatic, he was a blood donor, and this
blood was then given to someone el se.

Now, the personwho got thisblood—and | think thereare
two cases documented—these people then became infected
withvariant Creutzfel dt-Jacob themsel ves, through theblood.
This is not a surprise because, since the late 1970s, we' ve
known that, in the case of scrapie (which isthe prionin the
sheep), blood from one scrapie-infected sheep transfused into
another healthy sheep, will cause that second sheep also to
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get scrapie. The period of incubation could range from one
year to three yearsin the sheep.

In the human cases, from what we' ve seen in the British
cases, incubation time might be between three to six years,
maybe aslong asten.

EIR: And thethird factor of the threshold?

Lowry: Thethird factor, whichisreally unknown, hasto do
with the genetics of the host animal or person that is being
infected. This means that because a prion is a protein—it’s
not avirus, it’ snot abacteria—it does not infect in aclassical
sense. It actually bindsto what we'll call the prion-precursor.

Thenormal form of thisproteinisfound on the surface of
thecell. Itisbasically stuck through the cell membrane, with
its tail going back into the rest of the cytoplasm. So, what
happens is that the prion—or the infectious form—actually
bindsto the native precursor, and then transformsthis precur-
sor through a series of events inside the cell, many of which
are not understood at all.

Then it causes that cell to produce only the prion-infec-
tiousform of the protein, to stick that onto the exterior of the
cell, and then to infect other cells. But, what happensis, that
the genetic variation in the prion protein itself will determine
the susceptibility of the host to infection.

So, let’s say, if | had alarge variety of mice of different
strainsand backgrounds, and infected 100 micewith apartic-
ular prion, I may find agroup of maybe 10to 15 micethat are
resistant to it, because my infectious prion, of a certain type,
cannot bind or causethe prion natural precursor of thesemice,
totransforminto the prion type. So, in the human population,
we always expect that a small percentage of the population
will beresistant to agiven prion, and asmall percentage will
bevery easily infected by it.

In the middle range, it's very hard to tell. Basicaly, we
don’'t know the genetic determinants, especially in human
beings, that would cause us to be able to judge, whether one
person will becomeinfected, or another, not. Wedon't realy
know the answer to that yet.

EIR: Start back in the 1970s again, with the sheep form of
whatisnow known to beatransmissi ble spongiform encepha-
lopathy. Hasn't the sheep form of illness been observed for
ages?
Lowry: Yes, thisisscrapie, the name of the diseasein sheep,
whichhasbeenaroundfor at least 100 years. Inthelate 1970s,
scientists realized that sheep scrapie was a prion disease as
well, and they determined that it was. Of course, sheep scrapie
is endemic in Great Britain. There were a huge amount of
sheep scrapie cases in the 1970s—probably in the hundreds
of thousandsin sheep at that point. And of course, at that time,
there were very few rules about slaughterhouse excesses—
what kinds of bonemeal and fats could be recycled from
slaughtered sheep, and then rendered back into animal feed.
And sothiswasdone—sheep partsgot into the cattlefeed.
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BSE isbelieved to have originated with the prion disease known as
sheep scrapie, which underwent a species-jumpinto cattlein
Britain. Lowry points out that there are other possible prion
diseases yet to come.

And this was thought to be the original source of BSE: a
speciesjump from sheep scrapie into cattle. It is not fully
understood exactly how this happened. But there has been a
lot of good research, especially concentrating on, whether
BSE could jump to human beings. And the answer so far, is
adefinitive, yes. Thishas already occurred.

EIR: Wheredid it show up?

Lowry: The British experience is the best thing we have to
go by, athough, it is important to keep in mind, that thisis
one particular prion we' re talking about, which doesn’t mean
that another epidemic couldn’t occur from adifferent source.

The British epidemic is believed to be a single-source
epidemic, from most available research. This means that
scrapieistheoriginal prion, which then passed into the cattle
and became BSE. What happensis, that the prion must adapt
toitshost to be ableto “reproduce.”

It's not reproducing in the way a virus or bacteria does.
What it is doing, is causing the cell to create only the prion
form of the protein. Now, thishasno genetic changeswhatso-
ever; there are no genetic changes in the infected animal.
The only change is in what we call the post-trandational
processing of the protein.. . .

EIR: Canwego back to the British epidemic, and how it oc-
curred?

Lowry: TheBritish epidemic, as| said, was asingle-source
epidemic. When Margaret Thatcher became Prime Minister,
deregulation of all the agricultural policies was introduced,
along with cost-cutting measures. What used to be done in
the United Kingdom before Thatcher (it was done less here),
wasthat they would recyclefrom the slaughter house, mostly
bone meal, brain, and every other fat and piece of garbage
they could get off the floor. Thiswas from cows, sheep, any-
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thing that was slaughtered, all animals. They would then sell
thisto arendering plant that would use high heat and organic
solvents, to remove some of the fat, and to kill off viruses,
immediately. Thehigh heat will alsokill off bacteria. Soitwas
arelatively sane idea at the time, although with some risks.

Now, when Thatcher came in, the government said,
“WEell, we' renot goingto havethem adheretothesestandards.
They’ regoingto dowhatever they want” —deregulation. And
with the pressureson cost-cutting, the rendering plantsstarted
lowering the temperatures they were using, and most of
them—in fact, from the British reports I’ ve seen, all but two
plantsin Britain that did bonemeal and reprocessing—cut the
use of organic solventsentirely.

And this was probably what doomed them. Because, the
prionisatransmembraneprotein, and it lovesto be associated
withlipids. And by not using organic solvents, lipids and fats
are untouched.

So, researchers in Britain have gone back through the
records and determined that the transfer of sheep scrapie to
cattle—whenitreally took off—isprobably about 1981. Now
this change in the law was made starting, | believe in 1979,
but not everybody went for itimmediately. So what happened
in 1981-82: There was some event, where the sheep scrapie
basically came in contact with enough cattle, so that a small
percentage of cattle in the population was infected by the
sheep variety. Other cattle wereresistant at that point.

But once the scrapie was in the cattle, it adapted to the
cattle, and then it could go to amost any cow. At that time,
the British were also recycling cattle parts into cattle feed.
This is a key thing to keep in mind, because at that point,
that’swhat really burned them. If it had only been the sheep
parts that were being recycled, there would have been only a
small number of cattle that were susceptible to that species-
jump, so to speak.

That’ snot what happened. Therewere 189,000 casesdoc-
umented of Mad Cow in Great Britain, by, | believe, about
1990.

EIR: Sothey weretaking dead cow partsfrom the slaughter-
house to be rendered into animal feed.

Lowry: They didn’t discriminate: cows, sheep, pig, any-
thing.

EIR: And after they stopped using sheep, they were till
using cows and other animals?
Lowry: Yes, until 1989, when they did wise up, after the
scientists screamed at them for ten years. It' sthe early 1980s
that really killed them. Becausein the early 1980s, they were
using recycled cow, sheep, pig, whatever, back to the cows
via animal feed. The sheep were the initial event. But the
problem was recycling the cattle parts, because the adapted
BSE prion could wipe out potentially 80-90% of the cattle
coming into contact with it.

Whereas, before, with the sheep scrapie, maybe only a
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Margaret Thatcher, asdepicted in a 1996 French article, “ A Mad
Cow Called Maggie,” that blamed her deregulation policies for
the spread of BSE.

very low percentage—2-5% could dothis. That’ sthe estimate
they made. So then, what happened s, that the Britishrealized
that they had obviously exposed—at the lowest estimate—at
least 2 million peopleto infected beef during this period. It's
probably higher, but |l et’ sjust gowiththat figurefor amoment.
They got that figure by extrapolating the 189,000 infected
cattle, and the ones that probably were slaughtered that were
not recalled and went to market. It’' s statistical; it’snot really
scientific, but probably somewhat accurate. So the problem
thenis, that in about 1994, | think, they first recognized, they
were seeing avariant Creutzfeldt-Jacob Disease in humans.
Now, let me clarify this. Thereisan original Creutzfeldt-
Jacob Disease. Thisis a genetically inheritable disease, and
this mutation is a mutation of the prion precursor protein
itself. In other words, these people with the original CJD are
born with adifferent set of amino acidsin their prion protein,
the normal protein. The bad news is, that the mutation they
have changes the surface potential of their protein, changes
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Obviously, replaying the same situation in the United States is a time bomb.
We have absolutely no testing. We have no idea. So without even having the
tests, if we say okay, what if we start seeing variant Creutzfeldt-Jacob in the
United States, we have no way to backtrack it. We have no way to test it. We

can’t say the blood supply is safe at all.

its binding characteristic, and therefore, totally changes its
function.

Unfortunately for these people, thiskicks off the spongi-
form encephalopathy that basically is a time bomb. These
people usually get the diseasein their 40s, sometimesin their
30s. But what the British started seeing waswhat they thought
was Creutzfeldt-Jacob in people as young as teenagers, and
very old people. But a very old person could never survive
with original Creutzfeldt-Jacob. So, they reasoned, thisthing
must be BSE in human beings. And testing it later, and with
genetic analysis, they realized, yes, it is.

The way to confirm this was done secondarily in France,
and there was some work in the United States as well. What
they did, is take BSE—the original BSE prion, and infect
primates—macaques, and other non-human primates—and
they showed that these animals could easily be infected by
BSE. And once BSE passes through the first primate, if you
then take the blood of the primate who is infected—and the
prion doesn't have to change much; just aslight alteration to
adapt to the macagues—you can then infect 80-90% of the
other primates that you inject.

EIR: Through blood transfusion?

Lowry: Yes. Sothisisthereal fear in Britain. And this, of
course, has come true in the two cases that we' ve seen, and
there are probably many more that are not reported.

Franceisalsoworried about the samething. They' veseen
afew of the variant Creutzfeldt-Jacob Disease cases them-
selves, so the blood transfusion question is definitely very
important to them. And it will be here in this country, since
we have absolutely none of the safeguards that they have.

Let's go back to one aspect of the British experience,
the first documented case of the variant CJD from a blood
transfusion. Now, the thing that has freaked out the British
blood bank nationally—and they’ ve written about this—is
that, as aresult of the lack of any good way to test the blood
for prions, they haveto track the casesindividualy.

And here's the bad news. Even if you assume that the
British have the best epidemiology in the world—which
they don’t—and assume that they can find half of the actual
cases, and we have 150-some-odd documented cases, that
means that we missed 150-some-odd cases. So, if any of
those infected people gave blood, we'll never know it, until
we start seeing secondary transmission through the blood
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banks to other people.

The other bad newsisthat oncewe havethevariant Creu-
tzfeldt-Jacob adapted in this form, the susceptibility is ex-
tremely high. In other words, the likelihood is that probably
90% or more, of the population will be susceptible to the
human-adapted prion in the blood form.

Now, the origina fear, of course, was, this transmission
from the cows to the human beings. Eating infected beef,
researchers thought, would have a relatively high transmis-
sion level, even 40%. By this measure they would have seen
thousands of cases in the early 1990s, and they didn’'t. So,
there was a false sense of security—which is being used in
the U.S. pressto say, “Well, the British had only 150 cases,
and maybe 2 million people were exposed.”

Ah, but they were exposed to the BSE agent through
eating beef. What if you took those people and you exposed
them to the new variant Creutzfeldt-Jacob, then you would
have 90% efficiency of transmission. The problem is, they
can't test, because thereisno way to test the blood. Wedon't
have atest sensitive enough for that. But if that’s now in the
blood banksin the United Kingdom, they could be sitting on
atime bomb!

EIR: How long do they keep blood?

Lowry: Itwouldn’'t matter. In other words, that exposure of
the people went on for years. So you could have someone,
even from five years ago, who may have been exposed, who
isn’'t going to show symptoms of the disease until ten years
later. So thisisavery serious concern.

Obvioudly, replaying the same situation in the United
Statesisatimebomb. We have absol utely notesting. We have
no idea. So without even having the tests, if we say okay,
what if westart seeing variant Creutzfel dt-Jacob inthe United
States, we have no way to backtrack it. We have no way to
test it. We can’t say the blood supply issafe at all.

Thesecond point | want to makeisthat al disease models
arebased onthe spread of the scrapie-BSE-to-humansin Brit-
ain. In the United States we have mule deer prions, we have
white-tail deer prions, and wehavescrapieitself. Well, people
eat alot of white-tail deer. If we see adifferent prion protein
jump into humans from a different source, thereis no way to
model it, based on the British experience. You don’t know
what it's going to do. You don’'t know how infective it will
be, from human to human. How efficient, right now, is the
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white-tail deer prion—can it infect humansjust as BSE did?
Wedon't know.

Does anyone want to do a study to find out? No. So how
can we model it? We can't. We can only model it in non-
human primates, and I’ ve never seen any of thiswork being
done. I’'msureit’ sgoing to start being done. But, the assump-
tions being thrown around in the press about, “Oh, don’'t
worry, the risk is very low,” are based on assumptions that
just may not betrue at all.

And we're not talking about the flu, where you may or
may not die. Thisis a 100% fatal disease. “Oh, if you catch
it, maybe you'll be okay.” No, you're not going to be okay.
It'sal00%fatal disease. So, if youthen start telling the people
who die of it, “Oh, too bad. That was your risk,” that just
doesn’t go over very well. “It's 100% fatal, but it's a small
risk”—that’ s ridiculous. That’s no way to run public health

policy.

EIR: So we really need a very large program of research,
monitoring, testing, education, avery broad program.
Lowry: We need a huge research program on prions them-
selves, and al so, weneed to beabletotry to get an understand-
ing of how speciesjumpsdo occur, and what could happen—
because we have two other sources that it could jump from.
We only know of one, in the British experience, from sheep
to cow to human, that has occurred. But there is the opportu-
nity for that to happen from other sources. And no one has a
model of that, or any idea of what theimpact of that could be.
And we have to do that research.

And there’ saton that would haveto be done on treatment
interventions, because there is no good treatment at all right
now. That's going to take the longest. And that’s really the
scariest.

It's under way, but a relatively small group of scientists
are doing it. Because again, from the funding perspective,
they would say, “Well, therisk is so low, why do you want to
study that?’

EIR: Aretherestill people who say that prions don’t exist?
Lowry: There are. There is still some resistance against it.
People say, “Well, the prion exists, but it actualy must be
harboring anucleic acid, and you just can’t seeit.” | find this
ridiculousat thispoint. And | think that, especially Prusiner’s
work in moving the prion associationsin the cell, that is the
final nail inthe coffin.

EIR: In France they test routinely, 3 million cattle out of 6
million slaughtered.

Lowry: AndtheJapanesetest all their slaughtered cattle. We
test very little; about 30,000 cattle ayear, | believe, and this
is after slaughter.

We do not have arapid test, which the Europeans have. |
mean, we have it, but the USDA just doesn’t use it. So, it
might be eight or ten days after a cow is slaughtered, and the
meat fromitisalready packed up and sent to seven states, that
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you would then—if you found infected cattle—haveto recall
it, which is obvioudly very difficult. And it’s going to cost a
hell of alot of money. Then you would haveto decontaminate
thedlaughterhouse, and no oneiseventalking about that from
the USDA.

Therapid test is currently in use in Britain, even though
it' s designed by American companies, which israther ironic.
It is an immune-based test, using antibodies to look for the
presence of the prion protein in itsinfectious form. You can
probably do it in a day or two. You could do it in the same
day, if you actually had alab set up to do it. Thisiswhat they
also usein France, and probably Germany and elsewhere.

EIR: Isthisdonewith adead animal or alive one?
Lowry: Thisiswith adead animal. Thisiswith samples of
brain tissue or other such things.

EIR: Theprovinceof Albertain Canadaannounced thisFeb-
ruary, that it will implement the French rapid test technique.
Lowry: France hasadecent testing system; at |east they use
arapid test, with resultsin one or two days. And they do it at
theslaughterhouse, beforethemeat issent out, whichissmart.
Now, they’ ve not instituted atest on live animal sbecausethat
isdtill being worked on. It certainly could be done.
HereintheUnited States, we al so haveto deal with prions
in other animals besides cattle. We have mule deer, in the
Western U.S., and we also have white-tail deer, which have
becomeinfected with theprion originally from themule deer.
Thisreally isachallengeto the current science, becausethere
is no model of the spread that fits this. The mule deer, a
different species of deer in the Western United States, which
co-existswith the white-tailsin Colorado and elsewhere, has
had anatural mule deer prion, probably for hundreds of years.
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In the United Sates, we have to deal with prionsin other animals
besides cattle. The white-tail deer became infected in a species-
jump froma prion originally in the mule deer. But how, since no
oneisrecycling feed to deer? Nobody really knows.

But now we have seen it jump to white-tail deer.

Now the problem is, white-tail deer don’t eat mule deer.
And no one is recycling feed to deer. So the infected feed
theory is moot. The question is, how did this happen? The
researchers that look at this have some ideas. These deer in
theWest do liveinthe same habitat. They eat alot of thesame
things. There could be feces contamination; there could be
urine. Nobody has a definitive answer. . . .

EIR: Over decades, or ahundred years or o, is there occa-
sionally subsidence of the scrapie?

Lowry: Not quite. What has happened in these cases are,
either alot of the scrapie-infected sheep die off, and so do
their offspring. And they also, even in the old days, before
anybody knew what thesewere, they would likely have culled
these sheep out.

The problem isthat scrapie isin the sheep; it can be ge-
netic, in that it can just occur naturally, with a higher fre-
guency than that of Creutzfeldt-Jacob. In a population like
that of the United States, you might only see fewer than 100
CJD casesinayear. But if youlook at asheep population, the
instance of scrapieis much higher.

Therearealsoalot of questionsabout how scrapiespreads
in sheep, that are not fully known. We know it will spread
obviously from mother sheep, through the milk, to its off-
spring. But again, sheep don’t eat other sheep, so there are
still some unanswered questions about how it realy can
spread. We do know the following about the sheep, though.
Inan animal that is symptomatic, or even just pre-symptom-
atic, the lymph nodes, and therefore the lymph system, and
thetonsils, areloaded with an extremely high level of prions.
So, it is potentially possible, that if they are eating from the
same sources—and the salivary glands are loaded with pri-
ons—that they may be able to somehow spread the disease
through their own salivation, onto the food the other sheep
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eat. We don't know.

Now, alsointhe United States, the same researchersfrom
Colorado Fish and Wildlife, who are working on mule deer,
and white-tail deer prions, have developed a way to do a
needle-biopsy of the tonsils of the mule deer, without killing
theanimal. They take that material, and do an immune-based
test, and they can do that in aday or two.

It's not perfected; it has not been used in cattle yet that |
know of; but the same technique certainly could be applied.
Becausewedo know, yes, in cattle, the diseaseisvery similar,
in that the lymph nodes, and the tonsils become loaded with
prion—even in an animal that doesn’t show symptoms. And
obviously when it does show symptomsit’svery easy to test
for. So this could be rapidly developed in less than a year,
withno question. Anditwould bethebest kind of surveillance
test to usefor herds.

EIR: You' ve recommended what you call a “two-tier sys-
tem” for testing.
Lowry: Yes. Theway youwoulddoit, isthat if you develop
the test for the live animals—because obvioudy the cattle
farmers would not appreciate you killing off the herd to test
it—you could just test acertain number of animalsin aherd,
regularly, to seeif thereis any BSE coming into this herd. If
thereis, you quarantine that herd, and test the rest of them.
And obviously, the second level would be, at the slaugh-
terhouse, whereyou havetotest amuch, much greater number
of animals.

EIR: How about al of them?

Lowry: Maybe. | don’'t know, because the amount of cattle
daughtered in the United Statesis on the order of 30 million
ayear. That might be alittle difficult to do.

EIR: Of course, now there is hardly even a pretense of
checking.

Lowry: Yes. It'slessthan ahalf percent. If you had a prop-
erly devised system of checking, if you could actually see it
out in the field, so to speak—if you see it, then you would
increase your testing at the slaughterhouse.

EIR: You could have animals slaughtered who had some
prion that would be passed on through their meat.

Lowry: That ispossible. But as| said, doing alivetest, you
would catch even pre-clinical animals. It al depends on how
good thetestis. That is till to be developed. If we could do a
test of the blood—in this case, a pre-clinical animal would
havethousandsof timeslessprionintheblood, thanan animal
that isactually showing signsof the disease. Thisisadefinite
challenge that we' re going to have to solve. At the moment,
we couldn’t do that kind of test.

EIR: Butif youcombinewhat you are describing, with what
was announced in February, by Federal officials; that is, if
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you had atrue nationwide system of tagging-and-tracking, so
that you know where the animals are, along with your testing
systems, then you could go for containment.

Lowry: Exactly, classical containment.

EIR: But the USDA Veterinary head, W. Ron DeHaven,
said, well, we're going to stop tracing the connections of the
December 2003 BSE cow, and we are going to forget about
the othersin the breeding herd that we can’t find.

If, instead, you had complete tracing and tracking and
really good surveillance, then you could go for containment.
Lowry: Absolutely, becausethecurrent systemisridiculous.
They can’t eventracetheother animals. They can'tdoit, even
if they wanted to test the other herds, where these animals
might have been. If you had the tracing system, plusthe two-
tiered testing, | think that would be adequate, depending on
how sensitive your testsreally are.

EIR: Onaglobal scale, intermsof tradeand regionalization,
we'vehad 30 yearsor 40 yearsof dispersement, withtheethic
being, “We want to be open-ended, not much testing, self-
policing,” and a lot of movement of animals, as opposed to
local and regional-based livestock raising and slaughtering.
So, wearein trouble.
Lowry: We know exactly where that will go. It will be the
elimination of the entire beef industry in the United States.
Because we can’t afford to reproduce the British experience,
andwhat if our caseisworsethantheirs? They hadto slaughter
2million cattle, and they basically annihilated the British beef
industry in the 1990s, which is now barely coming back.

If you do that to the American beef supply, not only the
United States is going to start starving, but the rest of the
world dependsonit aswell.

EIR: And there are problems of scale at work. Britain has
many more sheep as compared with numbers of cattle. In
North America, we have many more cattle as compared with
numbers of sheep. They may be widely dispersed, but given
enough time, and no testing, it'sinevitable.

Lowry: Yes, because there is so much transfer of animals
around the world.

EIR: It'sironic, that their justification for not doing this, is
to protect the cattle industry.

Lowry: Yes, but not taking these precautions will destroy
the cattle industry.

EIR: They say they are saving money. That's called, the
“markets speak.”

Lowry: Ithinkthesmarter cattlemenrealizethat thisisgoing
to be suicide for them. None of the countries that actually do
testing is going to lift the ban on the U.S. cattle, until the
United States can do its own testing and prove that the meat
isactually safe.
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EIR: We've talked about public health, animal health and
all. Now, what about the gear-up that we ought to be having at
thelevel of science—Ilaboratoriesand research collaboration?
Lowry: Theproblem with the prion diseasesisthat, because
there is so much unknown, and because there are so many
different disciplinesinvolved, even within biology, therere-
ally isn’t enough collaboration.

To deal with it at the cell level, you need experts from
immunology, expertsat looking at how the cell produces pro-
teins and traffics them in the cell. And then, to go into the
wholeanimal models of the disease, you need to know veteri-
nary experts, pathol ogists, neurologists. And if you are even-
tually going to do interventions, you aregoing to haveto have
peoplein drug design. And if vaccines are ever an option, of
course, you need people to be able to do that. And at the
protein level, you need biophysicists, and molecular biolo-
gists. And there’' s not one of those scientific disciplines that
can answer the question of how we can actually handle or
control prions. All of them will have to work together.

In the United States and Europe, science is so cut up
among the disciplines in little boxes of their own, without
understanding what the others are doing, that there is no way
to collaborate effectively to solve the problem. That's a big
barrier.

EIR: Wadll, you'rereally quiteuniqueinthis, becauseno one
else is saying this. Your training is double-barreled in that
you have the biological training, but also you have a public
health perspective and a palitical outlook that probably isnot
shared by very many.

Lowry: Notmany.But | think some of thetop scientistswho
deal with prions, would share the same or asimilar view.

EIR: Arethey afraidto speak out?
Lowry: They’'re not going to speak out, especially with the
political repercussionsin science.

EIR: Ann Veneman has fired more than one person in the
last two years.

Lowry: Yes ThesamethingoccurredinBritaininthe1980s.
There were many British scientists who were told to shut up
by the Thatcher government, and later by the Major govern-
ment aswell, because this was a complete bombshell.

EIR: And then you also had big funding of the effort of the
so-called friends-of-the-animals, to say, that prion diseaseis
“revenge’ on meat-eaters. . . . In Britain, they just cancelled
the building of a new research lab, because of the animal
rights people protesting, that they didn’t want testing on ani-
mals. And yet, who is going to get hurt from this?

Lowry: Thefirst casualty of prion diseases are animals.

EIR: BesidesthePrusiner group, who elseisworkingonthis
in depth?
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And we’re not talking about the flu, where you may or may not die. This is a
100% fatal disease. “Oh, if you catch it, maybe you’ll be okay.” No, you’re not
going to be okay. It’'s a 100% fatal disease. So, if you then start telling the
people who die of it, “Oh, too bad. That was your risk. . . . “It’'s 100% fatal, but
it’s a small risk”—that’s ridiculous. That’s no way to run public health policy.

Lowry: There are large groups in France, of various types.
Some from the national research center, people around the
Pasteur Ingtitute, and in Lyon. | would have to go look up
where everybody is. In the United States, there is a huge
group at the University of California at San Francisco—Iled
by Prusiner, but there are many others. Thereisalarge group
in Colorado, which deals with mule deer and other wildlife;
afairly significant group at the National Institutes of Health,
specifically within NINDS—that’ sNational Institute of Neu-
rological Disorders and Stroke. And there are other people
spread out |ooking at different aspects of it—somein the pure
biochemical work, looking at the X-ray crystallography of
the protein itself. Thereisavery wide array of researchers.

EIR: Ontheengineering side, wouldn’t you want industrial
engineers, and others, to beworking on the sterilization ques-
tion? We' ve heard something about aplasma-furnace crema-
torium technology developed in Germany. Thisisabig chal-
lenge, for public health, How do you dispose of infected
animals? What did they do in England? What isreliable?
Lowry: Decontamination is a serious question. At first, the
British were mostly burning and burying carcasses, which
works pretty well, as long as none of that actually gets back
inthefood chain. Designated dump areas are certainly not as
good, nor as fool-proof as the German idea of high-pressure,
high-temperatureincinerationis. . . .

EIR: On the veterinary side, and not strictly just the food
chain, arethere certain animalswhere efforts have focussed?
Lowry: There hasbeen a pretty wide survey of animalsthat
are used for human consumption. There is an interesting
anomaly with regard to pigs. Pigs do have a prion disease.
However, the spread of the pig disease is completely unique
in that it cannot be spread by the oral route, or introduced
through the gut. We don’t know why we cannot introduce
infection from pig to pig through the gut.

Thisis aso again, lucky for us, because if this were not
the case, we would have another source of prionsin amajor
food source.

Now, thisis very startling, in one sense. Because even
among mammals, a pig is closer to a human, than a cow or
sheep, becausethelatter are ruminants, and we' renot. So, it’'s
very strange. This shows you how detailed thiswork is.
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If wetakeapig that isinfected with pig prion, and wetake
an extract from its lymph node, or from the brain, and infect
it into another pig’s brain, yes, that pig’'s going to get prion
disease. But if wewereto somehow, hack up theinfected pig,
and feed it to another pig, it's not going to be infected. We
don’t know why. There's a difference in the gut processing
of the antigen in the pig that is affecting the prion, and we
have no ideawhat’ s going on, at this point.

| want to get into another aspect of this, whichistheprion
theory of neura invasion, from the oral—or basically, the
feed-contamination idea—and how this could work in hu-
man beings.

We do now have abetter understanding of this phenome-
non, athough there is till alot unknown. So, what is pre-
sumed to have happened—there used to bean old saying, well
the immune system doesn’t react to the prions at all, because
theprionisjust too much likeyour nativenormal prion precur-
sor, so how couldit differentiate between theinfectiousform?
And that’ s not entirely true.

Y es, human beings do not have an effective immune re-
sponse against prions. But there is a specia situation in the
human gut regarding any foreign antigens. Y ou have avery
high degree of tolerancein the gut, because you must. Other-
wise, anything you eat from foreign proteins of meat, could
not be recognized asit normally would.

If | took a piece of meat and cut it up and injected it
into your skin, you would have a hell of arash, and alarge
inflammation response. But if you eat that meat, the lining of
your gut does not become inflamed, and you don’'t have an
immuneresponse, or you' d bedead if theimmune system had
this problem. So the gut has a special tolerance.

The gut uses a separate class of immunoglobulins, which
are the major surface receptor, that the immune system uses
to communicate. The gut has aspecial one, known asimmu-
noglobulin A (IGA). It will basically tag with IGA, antigens
that it wants to process. We're looking at al these antigens
coming in. We know that many of them are foreign. We'd
like to know if any of these antigens could potentially be
dangerous, infectious, or from something we could be con-
cerned about, like abacteriaor virus.

EIR: Likeareferral system.
Lowry: Yes, areferral system. So what happens isthat, we
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coat them with IGA, and we send them to the spleen, or we
send to the lymph nodes. But the primary lymph nodes that
deal with the gut are first, dong the small intestine itself—
known as Peyer’ spatches. And thereissome processing done
there. But the main processing isdonein the spleen. Now, the
lymph nodes in the spleen are very important, because they
have the most contact with the sympathetic nervous system
of the spleenic nerves—direct contact, for good reason.

In the spleenic lymph nodes, alarge quantity of very spe-
cial immune cells live here, called dendritic cells—not to be
confused with neuronal cells. Theseareimmune cellsthat are
special because they can speak to both branches of the im-
mune system at the sametime. Thismeans| can look at anti-
gens that can be presented on the surface of the cell, such as
from avirus, and | can look for loose stuff, that is around in
fluidsandin blood, and createantibodiesto themif necessary.
Thefirst iscellular immunity, and the second is humoral im-
munity, or antibody-based immunity.

The dendritic cell could speak to both arms, and present
the same antigen to both at the same time. It's in charge of
processing these kinds of antigens. So, what happens in the
case of the prion from the gut, is that it is presented to the
follicular dendritic cell in the spleen and lymph nodes, and
unfortunately, the dendritic cell has no choice but to pick it
up. Once it does, since it, itself, has prion precursor, it is
one of thefirst cells to become infected. It then transfers the
infection to other cells of the immune system.

So what they have shown in anima models, is that the
first place where the prion from the oral contamination route,
shows up, isin the lymph nodesin the spleen. Then, because
these lymph nodes are in direct contact with spleenic nerves,
it is through the spleenic nerves, that the prion gains access
into the nervous system. And this is why you have a long
incubation periodintheanimals. It snot so easy for the prions
todothis, to gain enough infected cellsto actually get the ball
rolling from the prion’ s point of view, in the nervous system,
to actually cause massive replication of the prion, and then
eventually damage. Thistakesyears.

EIR: So, the times are what you already said: 1-2 yearsin
sheep; 3-6 yearsin humans—
Lowry: Yes. It can be quicker. Then again, there arelots of
experiments looking at hamsters and mice and incubation
times. The other thing that isvery interesting, isthat thereare
different strains of prions. We could have BSE, and have
different strains, or variations of that. And each has different
incubation timesin different species. It'svery complicated.
Let’ ssay, in thetransgenic mice model, what we' ve done
to study BSE directly isto give the mouse the prion precursor
from cattle. We make a mouse, basically; from the prion’s
point of view, it’s binding to cattle; however, the cellular
machinery ismouse. So it still has to adapt to the mouseto a
certain degree, becauseit’ sgot to be ableto turn onthe mouse
machinery to create BSE prion.
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So what they found, is that there are varying incubation
times, depending on what strain of prion we' retalking about,
and thisvaries from hundreds of days, to potentially years.
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Madrid Bombs: ‘Don’t Make a
Furor, Get the Intelligence’

by Jeffrey Steinberg

Democratic Presidential candidate Lyndon LaRouche issuel aRouche’ s August 2003 War ning

a statement on March 11 after being briefed on the bombings On July 24, 2003, Vice President Dick Cheney delivered

in Madrid that morning, which had claimed at least 190 lives, a speech at the American Enterprise Institute in Washington,

and left 1,500 people injured. A total of ten bombs detonated.C., promoting the Bush Administration’s doctrine of pre-

simultaneously aboard three trains at the Madrid train station ventive war on terrorism. He virtually promised that the

and along local commuter lines during the morning rush hourUnited States would again be subject to catastrophic terrorist

Three additional bombs, set to explode a short time later in attacks, perhaps involving the use of weapons of mass de

the midst of rescue efforts, were found and defused. struction provided to terrorist organizations by “rogue states,”
LaRouche commented: “The recent atrocities in Spain  such as the Afghanistan and Iraq, that had already been mili-

remind me of the Bologna train station bombing of 1980. Itarily attacked and occupied as the first two “battles” of Che-

am not surprised at this act of brutal terrorism. As a leading ney’s war on terrorism.

U.S.A. public figure, | present the following precise assess- In response to the Cheney speech, as well as a recently-
ment to the government and to the Democratic Party. detected pattern of reactivation of European and Americas-
“l warned of precisely this kind of developmentin August based Synarchist terrorist networks, LaRouche issued an
of last year, following statements, issued by Vice President  Aug.9 memorandum, which circulated throughout the United

Dick Cheney, in which he referenced new terrorist threats t&tates in multi-million copies, under the headline, “When
the United States. | stated at the time that it was crucial to look Cheney Spoke of Terrorism: Which Terrorists, Dick?” The
at the Spanish-speaking side of the international Synarchishemo explained what LaRouche meant by the current up-
apparatus. | pointed to Italian, French, Spanish, and South  surge in right-wing Synarchist terrorism, and how it might be
and Central American networks targetting the United Statesexploited by Cheney and his neo-conservative allies in and
These networks were activated along the lines of SamuelHun-  around the Bush Administration.
tington’s new Clash of Civilizations efforts, aimed at pro- LaRouche noted that Cheney had emerged, since the
voking confrontation between the U.S.A. and the Hispanic  terrorist attacks of Sept. 11, 2001, as the most powerful figure
population of the Americas and the Iberian peninsula. in the Bush Administration, and that part of his expanded

“In this context, | appeal to President Bush: Do not—I “Presidential” portfolio was the counter-terrorism policy.
repeat, do not—trigger some crazy furor over the events ifiNow,” LaRouche wrote, “speaking from that position, he
Madrid. Instead, get on to the intelligence. We know where has promised an early terrorist attack on the U.S.A., compa-
these terrorist attacks are coming from. Start with the internarable in political effect to that of Sept. 11, 2001. He does
tional Synarchists, the international friends of the grand-  so at a time when his own failing political position requires
daughter of Mussolini—in Italy, France, Spain, and thesome lucky such event to put him firmly back in the position
Americas. Don't let it happen again.” he had prior to the recent developments in the Irag war. He
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claims to be the expert in such matters. Is he bluffing, or
do his advisors know something relevant? Are there any
relevant kinds of possible terrorist attacks on the horizon?
As, now, the myth of the Arab origin of 9/11isin the process
of becoming buried under a pile of fake yellowcake; what
other aternatives exist?

“1 know,” LaRouche continued, “of two cases which
would fit Cheney’s requirements. One s typified by the for-
mally deniable capabilities of Pollard Affair star and fugitive
Rafi Eitan, currently a subject of concern for both relevant
Israeli and U.S. circles. The Isragli fascist circles are masters
of disguise. The second, is defined by the cover recently as-
sembled under Spain’sleading fascist figure, Blas Pifar. As-
sessthe potential for arelevant type of 9/11-like attack on the
U.S. which would be traceable to Blas Pifiar, as 9/11 was
traced to Arabs. Blas Pifiar’ s current regrouping of interna-
tional Synarchist forces does contain elements which fit the
I.D. of the principal terrorist organizations deployed inside
western Europe during the 1970s, in incidents such as the
Bolognarailway-station bombing and thekidnapping-murder
of theltalian |eader personally threatened by Henry Kissinger
(during aWashington, D.C. meeting), Aldo Moro. These are
Synarchist groups whose penetration of Mexico and other
partsof the Americaswascoordinated, during the 1930s, from
Germany, via Spain, by Adolf Hitler's Nazi Party officesin
Berlin. They exist, actively, till today.”

LaRouche elaborated, “ The most significant aspect of the
new international regroupment under former Franco official
Blas Pifiar, isthat itis muscular, but of anintrinsically ‘ may-
fly’ kind of political-operational potential. It is composed,
inclusively, and significantly, of small but muscular groups
representing acontinuation of thosewhichwereused ascover
for international terrorist operations in 1970s Europe.
Through Blas Pifiar’ s recent action, there are presently ideal
instruments for covering terrorist operations run against the
internal U.S.A. through South and Central America. Muscu-
lar mayfly associations of international Synarchist profiles
are, by their very existence, among the most likely sources of
international terrorist actions; otherwise, they, like mayflies,
die soon.”

LaRouchewarned: “ Think of theeffect of aterrorist attack
ontheU.S.A., comparablein psychological effectto9/11, but
blamed, thistime, on Hispanic, rather than Arab popul ations!
Think of the great benefit of that for resuscitating Cheney’s
re-election prospects!”

A Clear Remedy

LaRouche next turned to the issue of how to respond to
such a new terrorist threat of an “Hispanic 9/11": “How
should we deal with this? Let us not be stupid again. The
methods of Straussians such as Ashcroft and Cheney only
make bad matters worse. Use intelligent political methods;
exposethe Synarchist International. Let peoplelearnfromthe
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1920-1945warsin Europe, and Nazi subversion of South and
Central America, how President Franklin Roosevelt and his
leadership dealt politically with such threats. Expose Syn-
archismforwhat it actually is. Stripit of toleration by govern-
ments and churches, and send quietly waiting counter-intelli-
gence bushesinto position, to catch them if they try to move
inrelevant directions. To make populationsaswell asleading
institutions alert to existing dangers, isthefirst line of defen-
sive counterintelligence against such dangers. The U.S. has
the professiona capability for its part in such precautions,
weretheinterference of Cheney’ s neo-conservative crowd to
be removed.”

The documentation that accompanied LaRouche’' swarn-
ing, in EIR, Aug. 22, 2003 and in two other dossiers on the
same Synarchist terror capability (“Maritornes: New Fascist
Threat in Old Bottles,” EIR, Jan. 9, 2004, and “LaRouche
Blast Exposes Synarchist Pro-Terrorist Operation” EIR, Jan.
23, 2004), provided al the necessary leads for a comprehen-
sive multi-national counterintelligence effort, involving the
security services of the Americas and Europe.

Those three combined reports presented a time-line of
the still-ongoing regroupment of the Synarchist-fascist cir-
cles into a new international apparatus, targetting specific
venom against the United States. Indeed, one of the ideo-
logues of the new Synarchism, Uruguayan writer Alvaro
Pacheco Sere, president of the national branch of the Charles
VI Traditionalist Brotherhood, wrote an Oct. 26, 2001 arti-
cle in the Brotherhood's bulletin, celebrating the 9/11 at-
tacks. “The historic 11th of September of 2001 altered the
march of world events,” he wrote. The United States, which
“never wasaNation in the classic sense—they were children
of an idea: Liberty, as conceived by the Revolution—felt
the blows of the revolutionary groups which it itself had
fomented against others. Seen from traditionalist thought,
Sept. 11, 2001 appears as ‘The Day that the [Masonic]
Columns Were Brought Down'. . .. The destruction of the
columns and the wounding of the ... Pentagon appear to
mean that some high-level circles, secret and unrecogniz-
able, decided that, there, the Revolution would now be dis-
owned. . .. Anarchy reigns. The false premises of pacifism,
ecumenicism, and the civilization of love preached by the
modern masonized world, and with it, by the Church since
Vatican 11, have been questioned.”

Pacheco Serelater wrote, “ The national republican States
find not only their identity questioned, but their very exist-
ence, their independence, the legitimacy of their origin. The
fractureof Americacouldonly beovercomeby theconvoking
voice of that Crown which gaveit being and life.”

Emer gence of the Synar chist Threat

Highlights of a counterintelligence time-line on this case
include:

January 2001: Right-wing Italian terrorist Andrea Insa-
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bato was caught, in afailed terrorist attack against a Rome
newspaper office. In hearings, anti-terror police chief An-
soino Andreassi linked | nsabato to Roberto Fiori, the head of
the fascist terrorist group Forza Nuova. Fiori had fled from
Italy to Londonin 1981, following hisconvictionfor member-
ship in a neo-fascist organization called Terza Posizione
(“Third Position™), linked to astring of terrorist attacks, from
the 1969 Piazza Fontana bombing to the 1980 Bologna
bombing.

November 2001: A group of Ibero-American and Euro-
pean Falangists and Carlist restorationists launched a new
publication, Maritornes. Notebooks of Hispanidad, at a
founding ceremony in Madrid. The editoria board repre-
sented the nucleus of anew Synarchist International, includ-
ing several individualswith past tiesto the right-wing “ strat-
egy of tension” terrorism that destabilized all of continental
Europeinthe1970sand early 1980s. Among theleading such
figures were Blas Pifiar of Spain, aformer aide to Francisco
Franco, and the founder of the Falangist revival group Fuerza
Nueva; and Francesco Maurizio Di Giovine, aleading Italian
neo-fascist “historian,” who had earlier led blackshirt youth
gangs, and was a suspect in the 1974 “Rosa dei Venti”
(“Points of the Compass’) right-wing terror rampage, that
destabilized a succession of Italian governments. It culmi-
nated in the 1978 ki dnappi ng/assassi nation of former Premier
Aldo Moro and the December 1980 Bologna train station
bombing.

Nov. 16-17, 2002: An international meeting in Madrid
launched thenew Synarchist I nternational . Among thegroups
and individuals participating, co-hosted by Blas Pifiar's
Fuerza Nueva and Falange Espafiol, were: Roberto Fiore of
Forza Nuova, who was a featured speaker; Thibault de la
Tocnaye, of the French National Front of Jean Marie Le Pen;
Udo Voigt of the German National Democratic Party (NPD);
arepresentativeof Final Conflict-Third Position of Great Brit-
ain; acollection of neo-nazi organizations affiliated with the
Romanian Iron Guard; and Argentine retired Army captain
Gustavo Breide Obeid, representing the Partido Popular por
la Reconstruccion (PPR). Breide and two other PPR leaders
toured France and Italy, under the sponsorship of Le Pen
and Fiore.

Jan. 26, 2003: A followup meeting took placein Madrid,
drawing areported crowd of 3,000 people, addressed by Fiore
and Voigt.

Mid-December 2003: Roberto Fiore announced that his
Forza Nuova had formed an electoral bloc with several other
neo-fascist splinter parties, including the party of Alessandra
Mussolini, the Fascist dictator’ s granddaughter.

The Jan. 23, 2004 EIR dossier characterized the Musso-
lini, Fiore, Le Pen, Blas Piflar apparatus as “a broader Syn-
archist operation now under way. . . . It is Spanish Carlist in
roots, fascist in outlook, and terrorist-linked in current politi-
cal strategic deployments.”

The March 12, 2004 EIR added one additional feature
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to the dossier (“Huntington Raves Again: Watch Out for a
New Cheney War!™). TheMarch/April 2004 issueof Foreign
Policy, the journal of the Carnegie Endowment for Interna-
tional Peace, featured a cover story by Clash of Civilizations
promoter Samuel Huntington, this time promoting a civil
war in the Americas between Hispanics and “the distinct
Anglo-Protestant culture” of the United States. Huntington
evoked a “white nativist” fascist movement to be born in
the United States against Hispanic immigrants. “A plausible
reaction to the demographic changes underway in the United
States could be the rise of an anti-Hispanic, anti-black, and
anti-immigrant movement, composed largely of white, work-
ing- and middle-class males, protesting their job losses to
immigrants and foreign countries, the perversion of their
culture, and the displacement of their language.” Pit the
hatred of the Hispanics, promoted by Huntington, against
the virulent anti-Americanism of the Blas Pifiar/Roberto
Fiore apparatus, and you have the perfect Synarchist mix:
arecipe for precisely the kind of terrorism that exploded in
Madrid on March 11.

OneEarlier Warning

LaRouche' s credentials as a seasoned specialist on mat-
ters of global irregular warfare appear by taking his 2003
warnings of anew Hispanic-linked 9/11, in the context of his
Aug. 24, 2001 assessment that the United Stateswas ripe for
amajor international terrorist attack, likely focussed on the
nation’ s capital. Indeed, asthe attacks of Sept. 11, 2001 were
taking place, LaRouche associates were out on the streets of
Woashington, D.C. and many other cities, mass distributing a
LaRouche Presidential campaign statement, “ Jacobin Terror
AimsatD.C.” Init, thecandidatesaid, “ Theworldispresently
gripped by the biggest, most deep-going, most deadly finan-
cial and monetary crisis since Europe of the middle-to-late
Fourteenth Century. We are in a period in which economic
and related circumstances have madetheideaof regular mod-
ern warfare a sick joke; in which regional and other ‘little
wars,” terrorism, political assassinations, and other forms of
destabilization, are leading items on the agendas of many of
the strategic planners. Thefinancial and monetary crisisinits
presently advanced stage, drives desperate political forcesto
the brink, desperate political forces who would ratehr drive
civilization itself to the brink, than tolerate the changes in
financial and monetary institutions which the present crisis-
situation demands.

“Washington, D.C. has become a very shabby sort of
world power, but it is still the leading world power. Any
movement which would terrify official Washington and its
environsinto fleeing under itsbed, would beamajor strategic
threat to the peace of the world at large. Just as the Jacobin
Terror of 1789-94 led fatefully to those Napoleonic wars,
which dominated Europe until the conclusion of that Vienna
Congress which sowed the seeds of the later catastrophes
to come.”

EIR March 19, 2004



elected democratically, would be illegitimate. This led to the

abandonment, on the U.S. side, of the plan to hold unelected

regional caucuses to select a body to draft a constitution.
However, the U.S. government went ahead with the draft

U,S, IJayS DOWI] "I‘l’le IJaW, of the law for administration of Iraq, known as “The Law,”

incorporating clauses which were not acceptable to al-Sistani.

In Iraq: Who Wﬂl Obey? The two major clauses which were rejected relate to the role

and power of the Kurds (or other minorities) and the shape of
by Muriel Mirak-Weissbach ?h future governm_ent. Both C(_)mplaints derive frc_)m the _fact
at the clauses violate the principle of democratic elections.
They also provide the basis for a future partition of the
At long last, the so-called interim agreement for Iraq was  country.
signed on March 8, in Baghdad. Although U.S. proconsul  This partition scenario was laid out explicitly by Henry
Paul Bremer could be heard sighing with relief, there was Kissinger, in a commentary in the German\Weatkin
little for the occupying forces to be happy about. First, theSonntag on Feb. 15. Noting that Iraq, like Yugoslavia, was
signing ceremony had been twice postponed: once, following “created for geostrategic reasons,” he said that the country
the atrocities committed against Shi'ites on March 2; and‘cannot be held together by representative institutions which
again, following political complications raised by Shi'ite  desire an autocratic regime or which break up into groups.”
leaders, on March 5. And, even after having succeeded ifthus, “events could make the partition in three states nec-
bringing all sides to the table, Bremer had to face the fact  essary.”
that several of those who had signed, had done so more as a
formality than as a sign of firm commitment. The “Law of What Is‘TheLaw’?
Administration for the State of Iraq for the Transitional Pe-  “The Law” states that there are two phases to the transi-
riod” is a piece of paper, and not worth much more than that.  tional period: First, is “the formation of a fully sovereign Iraqi
The agreement is an outrageous piece of imperial preterinterim Government that takes power on 30 June 2004. This
sion, delivered with the combination of arrogance and igno-  government shall be constituted in a process of extensive
rance that has characterized the occupying powers’ behavideliberations and consultations with cross-sections of the
since the war. Politically, they hailed the ceremony as a great Iragi people conducted by the Governing Council and the
historic breakthrough, in Washington as in Baghdad; but theCoalition Provisional Authority and possibly in consultation
deadlock among members of the Iraqi Governing Council  with the United Nations.” In short, an unelected body, and
(IGC), regarding important principles in the document, hasherefore unacceptable to al-Sistani.
not been broken. And for good reason. During the negotia- The second phase is to begin “after the formation of the
tions, led by Bremer, disunity and internal conflict amonglraqgi Transitional Government, which will take place after
the 25 IGC members had reached such a pitch, according to elections for the National Assembly.” The elections should
sources close to the body, that Bremer had to hold one-orbe held by December 2004 or, atthe latest, Jan. 31, 2005. This
one meetings, then try to patch together some agreement. phase is to end once an Iragi government has been forme
When the IGC did meet as a body, disagreement over crucidpursuant to a permanent constitution.”
issues led to a walkout of the Shi'ite members. After this had This National Assembly, of 275 members, should be
been papered over, and the signing ceremony scheduled fetected according to “an electoral law and a political parties
March 5, again the Shi’ite side rethought its position, and the law” not yet in existence. This body is to elect, from its mem-
ceremony was once again delayed for three days. bership, a president and two deputy presidents of the Assem-
These shifts and postponements demonstrated that the bly. Furthermore, “The National Assembly shall elect a Presi
leading Shi'ite authority, Grand Ayatollah Ali al-Husseinial- dent of the State and two Deputies,” which form “the
Sistani, isthe most powerful nationalinstitutional force whom Presidency Council.” It is the National Assembly also which
the occupying powers have to reckon with. It was al-Sistani'ds to draft a permanent constitution.
guidance throughout the process which shaped the Shi’ites’ Although Iraqg is supposed to remain united, there are
stance, and which stamped “Dead Letter” on the final docuextraordinary powers allocated to the Kurds. For example,
ment, once it had been signed. although the Law states in Article 27 (B): “Armed forces
Al-Sistani had made known his rejection of the entireand militias not under the command structure of the Iraqi
process Bremer had thought up, back in November 2003, Transitional Government are prohibited, except as provided
afteran agremeent had beenannounced between the Coalitibp Federal law,” in Article 54 (A), it states: “The Kurdistan
Provisional Authority (CPA) and the IGC. At the time, al- Regional Government shall retain regional control over po-
Sistani issued a religious edidafwa), saying that any gov- lice forces and internal security, and it will have the right to
erning body, or constitutional assembly, which were not  impose taxes and fees within the Kurdistan region.” Further-
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Proconsul Paul Bremer, though greatly relieved when he finally succeeded in “ getting an
unelected body to sign a dead letter,” the so-called Iraqi constitution, has actually won a
Pyrrhic victory. Thereal questionisstill: Will the U.S. transfer authority to the UN to
allow election of a government; or try to stay and face a growing national resistance?

more, (B) states: “With regard to the application of Federal
lawsin the Kurdistan region, the Kurdistan National Assem-
bly shall be permitted to amend the application of any such
law within the Kurdistan region. . . .”

In short, Kurdistan remains an autonomous entity. Not
only: There are also provisions for atering the demographic
composition of the region. Article 58 (A) states: “The Iraqgi
Transitional Government, and, especially the Iraqgi Property
Claims Commission and other relevant bodies, shall act ex-
peditiously totakemeasuresto remedy theinjusti ce caused by
the previous regime’s practices in atering the demographic
character of certain regions, including Kirkuk, by deporting
and expellingindividualsfromtheir placesof residence,” etc.
To remedy this, the ITG should “restore the residentsto their
homes and property. . . .” Thismeansthat major centers, like
Kirkuk, which the Kurds claim as part of “Kurdistan,” and
which is inhabited by a mixed population including a large
percentage of Turkmen, isto be ethnically atered to have a
Kurdish mgjority.

Finally, there is a clear veto power given to the Kurds
over the constitution. The permanent constitution, which the
elected National Assembly is supposed to draft by no later
than August 2005, should be presented to the population in
a referendum no later than Oct. 15, 2005. Article 61 (C)
states: “The general referendum will be successful and the
draft constitution ratified if a mgjority of the votersin Irag
approve and if two-thirds of the voters in three or more
provinces do not reject it.” Then, if it is approved, elections
for a permanent government are dated for Dec. 15, 2005 at
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latest, and the new government should
enter office no later than Dec. 31, 2005.

ThisArticle61 (C) iswhat triggered
first the Shi’ite walkout, then, the post-
ponement of theMarch 5 ceremony, and
then, the post factum reservations. The
article means that if two-thirds of the
electorate in three provinces reject the
congtitution, then it is not passed. The
threeprovincesimmediately inquestion
are those making up the Kurdistan re-
gion. If the Kurds were to exercise this
veto power, thenthe National Assembly
would be dissolved, and new elections
would be held for it, and anew govern-
ment would haveto beformed. Thereaf-
ter, the new National Assembly would
start again with drafting a constitution,
and the process would be repeated. If,
again, no constitution were completed
by Aug. 15, 2005, and no extention of
the deadline were requested by the Na-
tional Assembly, the process would be
repeated again.

Thisformulation of vetorightsfor theKurds, theoretically
making it possible to postpone a constitution ad infinitum, is
what al-Sistani rejected outright. When the Shi’ ite members
of the IGC refused to sign on March 5, the reason given was
the Kurdish issue.

Hamed al-Bayati, an advisor to one of the Shi’ite parties
that refused to sign, pointed out, with reference to the Kurd-
ish veto: “Some of these provinces have only 400,000 or
500,000 people. We cannot have that humber of people
rejecting a constitution for 25 million people.” An al-Sistani
representative, Sheikh Abdel-Mehdi al-Kerbalai, reflected
the concerns on March 5: “There is one article that gives a
specific party the right to veto the permanent constitution if
it failsto meet their demands, and thisis adangerous thing,”
he said.

It should be added, that this is not an ethnic issue: The
Law spesks of any three provinces, which means also that
three Sunni provinces could shoot down the constitution.

Shi’ite IGC members held lengthy talks with al-Sistani
March 6-7, after which they appeared at the signing ceremony
and, at least pro forma, did their part. The reason was that,
particularly inthewake of the bombing atatcksagainst Shi’ite
worshippers one week earlier, which had been orchestrated
in an attempt to trigger civil war, the Shi'ite leadership
(flanked by its Sunni counterparts) wanted to do everything
possible to prevent such civil strife. In the name of national
unity, al-Sistani recommended that the Shi’ite IGC mem-
berssign.

But, with reservations and conditions. Council member
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Ibrahim al-Jaafari read a statement signed by 12 of the 13
Shi’ite council members, in which they stated: “We say here
our decision to sign the document is pegged to reservations,”
centering on the Kurdish veto. Other Shi’ite IGC members
said these contested clauses would be subject to further nego-
tiations, and might be amended in an addendum to the in-
terim congtitution

A statement issued by al-Sistani’s office made clear that
his stance had not changed. It said: “His Eminence has pre-
vioudly clarified hisreservation regarding the 15 of November
accord, that any law drafted for thetransitional period will not
gain legitimacy unlessit is approved by the elected national
assembly. In addition, thislaw places obstaclesto arriving at
a permanent constitution for the country that preserves its
unity and the rights of its people from all ethnicities and
sects.”

Following al-Sistani’s statement, the leading Shi’ite on
the IGC, Abdel-Aziz al-Hakim, who is head of the Supreme
Council for thelslamic RevolutioninIrag (SCIRI), expressed
hisreservationsto apress conference on March 9. “ Our main
problem lieswith theimposition of restrictions set by an une-
lected body on an elected body,” he said. He will be working
on amendments to the document.

Another senior Shi’iteclericfromtheholy city of Kerbala,
Ayatollah Mohammed Tagi al-Modaresi, aso criticized
clauses pertaining to federalism in the document. He said the
federalist system would be “a time bomb that will spark a
civil war in Iraqif it goes off.”

There is no exaggeration in this latter remark. Although
al-Sistani’ scarefully worded declarations have avoided men-
tion of disintegration of the nation, clearly thisisthe concern
uppermost in his mind. If one studies the Law in detail, one
notesthat thereare provisionsfor new “regions’ to beformed,
when “any group of not more than three governates outside
the Kurdistan region, with the exception of Baghdad and
Kirkuk,” so desire, and approve by referendum.

This implies the possibility of setting up several “re-
gions,” whichthenwould becomeindependent. It isprecisely
this scenario that Kissinger has been promoting.

‘Sovereign’ But Occupied Iraq?

One Arab source close to the Shi’ite community in Iraqg,
told EIR that, in his view, the interim agreement would not
change anything, in itself. According to international law, it
is utterly illegal, since it has been drafted by an occupying
power and agreed to by abody, the IGC, set up by the same.
Furthermore, it has de facto been declared a dead | etter. The
real issue, he said, is the occupation: Will the U.S. leave or
stay? He noted that all the concessions the United States has
made, thus far, have been made under the gun of the resis-
tance, and the political power of al-Sistani.

According to press reports and official U.S. government
statements, the new interim agreement isto hand over sover-
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eignty to “the Iragis,” thus ending the occupation. However,
the Law states in Article 59 (B) and (C), that “during the
transitional period, the Iragi Armed Forceswill beaprincipal
partner inthemulti-national forceoperatinginlrag.. ..” And,
“Upon itsassumption of authority, and consistent with Iraq’s
status asasovereign state, the el ected Iragi Transitional Gov-
ernment shall have the authority to conclude binding interna-
tional agreements regarding the activities of the multi-na-
tional force,” etc.

Nowhere in the Law is there mention of withdrawal of
foreign troops. Indeed, thereis no intention to do so anytime
soon. On March 9, so much was stated by Brig. Gen. Carter
F. Ham, the commander of Task Force Olympia, the 9,000-
strong U.S. force that replaced the 101st Airborne Division
in northern Irag, headquartered in Mosul. In response to a
question from EIR, Ham said that he didn’t think his security
mission would change much after the June 30 hand-over of
sovereignty. Evenafter thehand-over, Ham said that hewould
still be getting his instructions from Combined Joint Task
Force 7, the military command headed by Lt. Gen. Ricardo
Sanchez. When Iragi forces will take over the security mis-
sion, will depend on how quickly they are trained and
equipped for the mission, he said.

Washington dreamers are moving ahead at breaskneck
speed to set up the new U.S. Embassy in Baghdad, said now
to house 4,000 employees, making it the biggest embassy of
any country anywhere in the world. It will be in Saddam
Hussein's Presidential palace, inside the high-security
“Green Zone.” Meanwhile, the Iragi resistance continues to
develop new techniques, and launch audacious actions, in-
cluding just prior to and during the ceremonious signing of
the Law, when 11 rockets were launched against the Rashid
Hotel, alsoinside the * safe” Green Zone.

Thereality is, that the resistance will continue, and grow.
The forces loya to Ayatollah al-Sistani will appear to play
along with the game, to see if elections will be held or not.
They will not submit to phony elections; nor will they accept
the occupation.

Thereisno way out of the Iraq quagmire, other than Lyn-
don LaRouche's call for the United States to officially an-
nounce its intention to withdraw, and hand over authority to
the United Nations, to oversee the process of elections, and
acongtitution.

Scott Ritter, the former arms inspector who quit in pro-
test against U.S. policy, echoed this view in an interview
with the German publication Junge Welt on March 9. Asked
how he thought the United States could restore itslost credi-
bility in Irag, Ritter said bluntly: “This war is already lost.
My solution is then: Pull the troops out immediately! Con-
sider Iraq like a burning nation, from top to bottom, east to
west. The ail that is fuelling this fire, is the presence of
American troops. In order to put out the fire, we have to
cut off the ail.”
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‘Dark Clouds’ Gather
Over Sharon’s Regime

by Dean Andromidas

The lsraeli mass-circulation daily Ma'ariv on March 3
launched yet another scandal against Prime Minister Ariel
Sharon, one that could finally lead to his early demise. The
affair involves Elhanan Tennenbaum, the reputed drug traf-
ficker whose release from captivity by the Lebanese militant
organization Hezbollah was secured by Sharon through a
highly controversial prisoner swap. Ma’ariv revealed that
Sharon was business partners with Tennenbaum’s family, a
vital piece of information Sharon kept from his government,
the security services. and all the relevant authoritiesin order
to ensure the deal’ s approval .

The new scandal arrives on Sharon’s doorstep when no
fewer than three criminal investigations involving bribery,
breach of trust, and corruption could lead to his indictment
within afew months. Already simmering, are the accusations
that he took bribes from Israeli contractor and Likud party
kingmaker David Appel; the so-called Cyril Kern affair,
where millions of dollars were transferred to the bank ac-
counts of Sharon’s son Gilad; and the so-called “Greek is-
land” affair, which also involves bribe-taking from David
Appel.

Israeli intelligence sources report that Sharon’s political
position is starting to appear very shaky in the eyes of his
great ally, theBush Administration. Sharonisnolonger being
seen as an “asset” but a“very heavy weight” around Bush's
neck. Certain Isragli factions are trying to use these scandals
to oust Sharon, but they are not yet strong enough, one source
said. Either Sharon’s health or developments in Washington
will lead to hisdownfall. “ Sharon’ sfate,” the source said, “is
linked to that of Vice President Dick Cheney and his neo-
cons.” The source suggests that once Cheney’ stop ally, Dep-
uty Secretary of Defense Paul Wolfowitz, isout, Sharon will
soon follow. “When thefirst domino falls, they will all fall.”

Old Business Partners

Early last month, Sharon’ sgovernment announced aspec-
tacular prisoner swap with Hezbollah, an organizationthat is
not only seen by Israglis astheir great enemy, but is high on
the U.S. State Department’s list of terrorist organizations.
Israel released 436 prisoners, including Palestinians, Leba-
nese, Egyptians, and other Arab prisoners, and 59 bodies of
slain Lebaneseguerrillas. Inreturn, Israel received thebodies
of three Israeli soldiers who died as a result of wounds they
received when Hezbollah abducted them on the | sragli-L eba-
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Elhanan Tennenbaum'srelease
is Sharon’slatest disgrace.

nese border in October 2000. Also released was Elhanan Ten-
nenbaum, areserve colonel inthelsraeli DefenseForces, who
was kidnapped by Hezbollah only afew days after the attack
on the other three soldiers.

The deal caused outrage because even before Tenne-
baum’ srelease, it was being reported in the press that he was
kidnapped while attempting to negotiate a drug deal with
Lebanese drug traffickers. Furthermore, it was asked why
Sharonwaswilling to rel ease so many Pal estinian prisonersin
adeal with Hezbollah, building up the prestige of its spiritual
leader, Sheikh Hassan Nasrallah; yet Sharon refused to re-
lease even one prisoner to former Palestinian Prime Minister
Mohammed Abbas. This refusal contributed to the latter’'s
downfall and the collapse of the Road Map for aMiddle East
peace. When Sharon’ s government gave Tennenbaum aplea
bargain that would prevent him from standing trial and going
to prison, in return for telling the truth of what he revealed to
the Hezbollah, cries of outrage, for a public inquest, were
raised acrossthe political spectrum.

Then on March 3, Ma’ ariv revealed that the 89-year-old
Shimon Cohen, father of Tennenbaum’s estranged wife, Es-
ther, had been a business partner with Sharon for almost two
decades, beginning when Cohen was a shareholder in the
company that Sharon formed to manage his Sycamore Ranch
in 1975.

Sharon immediately affirmed, “1 did not know of thefor-
mer family ties of Mr. Shimon Cohen, whom | have not seen
nor spoken with for decades.”

‘Sharon Must Resign’

In launching the Tennenbaum scandal, Ma’ ariv's senior
political commentator, Ben Kaspit, wrote, “It ishard to know
if hispersonal acquaintance with Tennenbaum influenced the
prime minister when he decided on the steep pricethat hewas
willing to pay for the prisoner exchange. Onethingiscertain.
Hedid not tell the government ministers, senior defense offi-
cials, or thepublicabout thenatureof hisfamily’ srelationship
with Tennenbaum. For weeks, Isragli citizens have been try-
ing to figure out why Ariel Sharon worked so hard to have
Elhanan Tennenbaum released from captivity. Why did he
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release hundreds of terrorists for a drug dealer? Why did he
pursue minister after minister in order to obtain a majority?
Why did hetell investigatorsto treat him gently? Now, there
may be an answer.”

Calling for Sharon’s resignation, Ben Kaspit declared,
“Please put the keys to the state on the table and vacate your
position . . . not tomorrow, not the day after, not next week.
Today, now.”

The political storm turned into a hurricane after the
Ma’ ariv revelations, with opposition politicians calling for
Sharon’ sresignation.

Meretz party faction leader Zahava Gal-On tabled a“no-
confidence” motion to be voted on in the Knesset. Gal-On
said, “ The Prime Minister had alot of information and chose
to keep quiet. He must resign immediately.” After Sharon
claimed he was unaware of the family connection to Ten-
nenbaum, Gal-On said, “It seems alittle odd that the Prime
Minister didn’t know. Hedidn’t know about the Tennenbaum
affair, he didn’t know about the affair of Appel and his son,
he didn’t know about Cyril Kern. There's so much that he
didn’t know, that the quantity createsthe quality. . . . There's
avery dark cloud now hovering over the Prime Minister.”

TheLabor Party’ sOphir Pines Paz, commenting on Shar-
on’s claims that he was not aware of the family connection,
said, “Hisstory isan offense to normal intelligence; just like
his reactions to previous revelations, he sounds so shallow,
sofallacious, so unbelievable; only alie detector can substan-
tiate hisclaims.”

Y ossi Sarid of Meretzcompared Sharon to the three mon-
keys: “See no evil, hear no evil, and speak no evil,” saying,
“The new findings demand an additional two monkeys be
added: Know no evil and remember no evil.”

In an emergency meeting held in the offices of leader of
the opposition Shimon Peres, the Knesset members of the
Labor Party decided to call for an independent inquest by
Israel’ s State Comptroller, the same Comptroller who discov-
ered that Sharon had illegally financed his 1999 primary cam-
paign and other actsthat are now at the center of criminal in-
vestigations.

Peres declared to the press, “ A most seriouscrisis of trust
has been created in the Isragli public, surrounding the Prime
Minister, due to a string of events that has peaked with the
Tennenbaum release scandal .”

Who IsTennenbaum, Really?

In 1984, U.S. CIA station chief William Buckley was
kidnapped by Shi’ite militants in West Beirut. Tortured to
death, his decomposed body was not found until years later.
By contrast, Tennenbaum, with therank of lieutenant colonel,
was not only the most senior Israeli officer ever captured by
Hezbollah, or any Arab army, but was the only one to come
away alive. After three years of captivity, Tennenbaum re-
turned with every hair on his head, al his fingernails, and
even afew extra pounds under his belt.
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These facts have raised quite a few eyebrows in Isragl.
Thereis obviously something more behind the Tennenbaum
scandal than Sharon using his power to help athe son-in-law
of an old business partner.

Senior | sraeli and European security sourceswho arevery
familiar with Lebanon and Israel, pointed out that Ten-
nenbaum hasall the makingsof ahigh-level intelligence oper-
ative, and not adesperate businessman looking for quick cash
to pay off gambling debts, as alleged in the press. Not only
was Tennenbaum a lieutenant colonel in the reserves, but he
worked as a consultant for Tadiran Communications, one of
Israel’ s most important manufacturers of military communi-
cations equipment. If anything, the drug story was only a
cover. One source pointed out that no Israeli drug dealer
would go to an Arab country to close adrug deal, especialy
if he was an officer in the Israeli army.

“Israeli and Lebanese drug trafficking is a highly struc-
tured business,” said an European security source who has
worked in both Isragl and Lebanon. “It’s just not done that
way. Tennenbaum was on anintelligence mission, not adrug
deal. What that mission was, we just do not know. Nonethe-
less, the drug story isjust acover.”

Furthermore, his drug-dealing partners-turned-kidnap-
pers had, in fact, been Israeli agents. Kais Obeid was a Shin
Bet agent-informant up until the time he “turned bad” and
allegedly plotted to kidnap Tennenbaum for Hezbollah. The
other kidnapper, Kayeed Biro, was linked to Isragli Military
Intelligence’ s Unit 504, which runs Arab agents-collabora-
torswho are drawn from drug-smuggling networks operating
between Israel and Lebanon.

Before he left Isragl in October 2000, Tennenbaum left
several boxes of documents at the home of his mistress. This
source pointed out that this is exactly what an intelligence
operative does before leaving on a highly controversial mis-
sion: “He leaves a box of documents as his ‘life insurance
policy.” They are usually left with alawyer with instructions
onwhen and to whom to reveal them. But he could also leave
them with afriend.”

One source even suggested that this could have been an
operation by Sharon to establish some sort of back channel to
Hezbollah, as away to making contact with Iran. Such back
channels, which have existed in the past, would require an
agent of Tennenbaum'’ scredentials—i.e., asenior reserve of-
ficer with a connection to Sharon. “Whatever the truth,” the
source said, “thisis going to end up having been avery dirty
affair.”

Another factor isthat Ma’ariv is owned by the infamous
Jacob Nimrodi, the former Mossad agent and arms dealer
who, in the 1980s, worked with then-Vice President George
H.W. Bush during the Iran-Contra affair. He is no friend of
Sharon, and would have accessto thetype of information that
could sink the Israeli Prime Minister. In fact, the editors of
Ma’ ariv have promised to comeout with even moredamaging
revelations over the next days.
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Australia Dossier by Robert Barwick

Australia’s‘Notverordnung’

and_their front'grpup, the Ar!ti—Dgfa—
Naz ‘emergency decree’ legislation to ban organizations has mation Commission of B'nai B'rith,

: called for the CEC to be banned. (Cru}
been rammed through Parliament. cially, that call came just five days

afterthe CEC published afull-page adf
vertisement inThe Australian news-
A paper, which listed over 600 promi-
bill granting Australia’s Attor- inadequate but inappropriate,” he nent Australians calling for [the
ney General sweeping powers to arbi- raved. “Dealing with terrorists and &stablishment of a national bank.)
trarily ban organizations was rushederrorist threat requires pre-emption The effectiveness of the CEC mo-
into law on March 4, within hours of and deterrence, our approach mustiiézation was reflected by Labor Part
being tabled inthe Federal Parliamentpreventative as well as punitive. This  leader Simon Crean in June 203,
The Criminal Code Amendment (Ter- approach of course, flies in the facendfen he slammed the government’
rorist Organizations) Bill 2003 pro- a conventional law and order/prose- power-grab as politically motivatef:
vides for organizations to be pro- cute and punish approach.” “We will not agree to their carte
scribed simply if the Attorney Ruddock’s new executive pro- blanche approach in giving the Attoy-
General, with no requirement to test scription power is the Australiapy General the sweeping powers that
the evidence, is “satisfied on reasonequivalent of the infamoublotvero- John Howard always wanted [but
able grounds that the organization igdnung (Emergency Decree) and En-would only ever act oiif it suited his
directly or indirectly engaged in, pre-abling Law that passed the Germarpoalitical purposes, not for the protec-
paring, planning, assistingin orfoster- ~Reichstag in 1933, which handed Hidn and the security of the Australian
ing the doing of aterroristact (whetherler his dictatorial powers. Then, the people” (emphasis added). Howe)er,
or not the terrorist act has occurred or  very opposition political parties wlast December, the ALP dropped
will occur).” caved inunder pressure and passed ti@rean as party leader, and with him
The man granted these extraordi- laws, were among the first groupgg@pposition to the bill.
nary powers, Attorney General Philipbe banned. New leader Mark Latham, a Mgnt
Ruddock, has spent the last few years The passage of the AustraliarHglerin stooge describedEbR by one
honing his skills by running Austra- follows a similar cave-in by the “oppo- member of his own party as an “ey
lia's regime of concentration camps, sition” Australian Labor Party (ALPjght-winger,” immediately an-
where refugeesfleeingto Australia, inwhich opposed the bill for two years, nounced his intention to form a De-
cluding children, are locked up for despite intense pressure from the cpartment of Homeland Security, mod
years without charge behind barbedervative Howard government, and elled on the fascist Ashcroft/Rifige
wire, in the middle of the Australian the synarchist Rupert Murdockiepartment in the United States, if h
desert, as a “deterrent” against illegabwned media. Initially inclinedtosup-  is elected as prime minister this year.
immigration. port the bill, out of a desire to be seeBut under questioning from the CE
In January, Ruddock visited theto be “tough on terrorism,” the ALP’s  and members of the LaRouche Yquth
United States and Canada, where he opposition was catalyzed by a naktovement, Latham and his senio
met key police-state enforcers such awide mobilization which generated party spokesmen repeatedly lied about
Attorney General John Ashcroft, tens of thousands of calls of protdseir intention to support the banning
Homeland Security Secretary Tomagainst the bill when it was firsttabled  law, until the day the bill was tabl
Ridge, and Canadian Attorney Gen- in 2002. This mobilization was led thyus short-circuiting any real chancg
eral Irwin Cotler. Lyndon LaRouche’s Australian asso- for community opposition to be mobi
Upon his return, he addressed a ciates, the Citizens Electoral Coutiziéd. Despite the CEC’s best effortg
Feb. 19 session of Parliament—justvhich charged that it was a Hitler-like  to organize protest calls against it| the

17

dy

two weeks before the bill passed— push to impose fascism, in the fackitifwas passed in 24 hours. Latham’y
where he chillingly proclaimed a newthe deepening global depression. actions have won him the suppor{ of
era of fascism in Australia. “The con- LaRouche’s CEC was the printhe Murdoch media, which is now

ventional criminal law/due processpal target of this law, as confirmed in  touting him as the likely next prime
model [innocent until proven guilty, October 2002 when Australian meminister, after the upcoming elec-
the right to a fair trial, etc.] is not only bers of Her Majesty’s Privy Council tion—if his party isn’t banned first.
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International Intelligence

EIR Warned of
Korea ‘Regime Change'

South Korean President Roh Moo-Hyunwas
suspended from office at on March 12 after
an unprecedented parliamentary impeach
ment vote ahead of turbulent April 15 gen-
eral elections. Prime Minister Goh Kun took
over as interim president, calling an emer-
gency cabinet meeting, although Rohretain
the poorly-defined post of “chief executive '
There are only very foggy rules in the Con-
stitution for impeachment, which has never

S

the plane. During his investigation—de
manded by the families ofthe four French g
personnelkilled in the downing—Bruguie

heard the testimony of hundreds, launch
many foreign investigations, and benefittg
from the support of several dissidents of K

game’s Rwandan Patriotic Front (FPR) no|

living in protected places, among whom wé

amember of the “Network Commando,” op-

erating directly under Kagame and in char
of shooting down the plane.

Beginning in 1996, Lyndon LaRouch
had sponsored a worldwide campaign to €
pose the Anglo-American interests behir

ir

Experts at the conference said they can-
not predict which infectious disease will hit

happened in the history of Korea.

The scenario went as the Oct. 24, 2003
issue oEIRhadwarned (“South Korea: Tart

get for Cheney ‘Regime Change’'?”) an
triggered panic in financial markets as fo
eign hot money poured out—also &R
forecast then. Seoul’'s main index slumpg
nearly 5% in morning trading.

The impeachment was run directly b
the American Enterprise Institute (AEI)
controlled Korean opposition Grand N3
tional Party, whichEIR has exposed for|
some years as a front for Cheney’s neo-c
faction, given Cheney’s extensive ties f{
AEL.

French Judge Blames
Kagamefor 1994 Deaths

Judge Jean Louis Brugui® the top anti-
terrorist judge of France, will soon issue
devastating reportonwho shotdownthe F
con 50 airplane transporting Rwandan Pre
dent Juvenal Habyarimana and Burundi
President Cyprien Ntaryamira to Kigali
Rwanda, in 1994, returning from a region
summit in Dar es Salaam. The downing
that plane ignited the Hutu genocide agai
the Tutsi in Rwanda. The report—whic!
was finished Jan. 30, but will not be dig
closed officially until after the ceremonie
of the tenth anniversary of the genocide
April 6—was leaked td_e Monde, which
put it on its front page March 10 and gave
a full two pages.

Bruguige's report blames presen
Rwandan President Paul Kagame as {

the genocide in the Great Lakes region
Africa, with Ugandan President Yoweri Mu
seveni and Paul Kagame as their tools.
d According toLe Monde's Africa corre-
- spondent Stephen Smith, France, in t
course of Bruguiee's investigation, has|
,dbeen actively impeding Kagame’s militar
[“activities in neighboring countries, as we|

Y as smuggling some of its Rwandan sourc

_ game had several of Judge Brugeis wit-
nesses murdered, Smith charges.

on
(0]

CDC: Rare Diseases Could
Become Global, Unstoppable

Centers for Disease Control, warned at t
Fourth International Conference on Emer
ing Infectious Diseases, in Atlanta, Georg
a that diseases that are now only a problem|
al-  local areas could become global; tha
si-eases that today are rare could become wi
an spread; and that new animal disease
. jump the species barrier and affect the h
al  man population.
of  The SARS outbreak, the flu, and othg
st recent examples indicative of the d
h were discussed, and Dr. Keiji Fukuda, ani
fluenza epidemiologist at the CDC, said
5 a worldwide flu epidemic is “inevitable,”
n  noting that the recent run of emergin
eases has already “taxed and strained the
tire international health system” beyon
capacity. “We are thin in terms of number
t of available experts, resources, and s
héhe said, according to a MarchMew York

it

to more secure locations. In retaliation, Ka-

Dr. Julie Gerberding, director of the U.S.

next. One candidate is the Usutu virus, which

ed  had never beenidentified outside of southern

dAfrica until 2001, when birds in Vienna,

n-  Austria suddenly started dying fromiit. It has
apparently adapted to cold European Win-
ters, and so far one person has become ill

from the virus. Many others are possibilities.
On top of these, there is the return to the

United States, thanks to the policies of to-

day’s Schachtian budget cutters, of diseases
such as malaria, which had been nearly erad-
icated through the use of the politically-
banned DDT.
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heChavez Alleges Bush Coup;
, Threatens ‘100 Years War’

s Venezuela President Hugo vEéhaon

March 5 charged that the Bush Administra-
tion was running a coupad’against his
government, and predicted that the opposi-
tion march planned for the next day would
be an attempted repeat of April 11, 2002,
when he was briefly overthrown. He called
the opposition “aterroristand coup-monger-
ing movement dressed in democratic
clothes, whichis trying to unseat the govern-
ment,” and accused its leaders of causing the
eight or more deaths that occurred at the end
heof February, despite the fact that the majority
j-  of the victims were protesters against his
iaegime.
in During a five and a half hour televised
t digeech on March 7, Chiaz repeated his
de- claim that Haiti's President Aristide had
5 dmdd “express-kidnapped” by U.S. Marines,
u- and warned Washington not to “even think
about trying something similar in Vene-
or  zuela.”Heinsisted that“the Bolivarian revo-
arigeon has enough allies on this continent to
n- launch a Hundred Years’ War, and not just
tloat VVenezuelan territory,” and added that
“U.S. citizens could forget about ever get-
) disg Venezuelan oil,” if the U.S. tried to in-
envade his country. Atthe sametime, the oppo-
d #ision forces are pushing for a Hundred
s Years' War of their own, adding fuel to the
tafflanned conflagration that could soon hit
Venezuela, before spreading throughout Ib-

main decision-maker behind the downing
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pf Times article.

ero-America.
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Joseph Fouché and
The French Insurrection

by Katherine Kanter

In October 2002, mosques and Muslim prayer halls in Seine- The ostensible concern was “Muslim radicalism.” In re-

Saint-Denis, a department near Paris, received a letter frosponse to a telephone call from the Paris daéyvlonde,* the

the local Directorate of the Political Police, the Renseigne- Religions Section at the Interior Ministry acknowledged that

ments Gagaux (RG): “At the request of the Interior Minis- the letter had been “awkward,” but that “the intentions behind

try, and of the Prefect of the Seine-Saint-Deni . , inorder it were good nonetheless.”

to update our information relating to those who lead prayer Franceis, | believe, the only country in the modern world,

halls, all individuals in charge of a prayer room are instructed where there exists, openly, and quite officially, a Political

to attend.” Police. They attend, on a regular basis, openly, and quite
The letterwas on Interior Ministry letterhead, orderingthe  officially, political and, as we have just seen, religious events.

religious leaders to appear atthe RG headquarters at Bobigngnd the RG is wont to boldly interfere with “dissident” politi-

and to bring with them the following papers: “passport, resi-  cal formations, without, it seems, ever giving rise to public
dence permit, national insurance documents, wage slips, rentitcry.
receipt for their lodgings, family-benefit card, income-tax re- The present study of the founder of the modern concept
turns, identity photographs, and school-leaving or universityof political police, though very summary, will shed some light
diplomas.” on what must change, in the French political psyche.
* * *
The story of Joseph In 1789, there broke out an event that history refers to as
Children EOUCh'eiS published the French Revolution, but were better known as the French
ereasa contribution Insurrection, being, as it was, more like the populist hysteria
Of Satan g{g;:cﬁrsnt&eon the that preceded the fall of Salvador Allende in Chile in 1973,
11 International: the than to the events of 1777 in America.
“ beast-men” who seize Following the death of Foreign Minister Vergennes in
The control of nationsin 1788, France had scarcely a political figure of any stature.

periods of crisis,
Beast-Men REEfEE )
unspeakable horrors for

The scientific and engineering corps, not being, in the main,
noblemen, were excluded from public life. As for the Church,

% I the sake of terrifying both the Council of Trent faction, on the one hand, and the
-,.' their opponentsinto Gallicanists on the other, were equally reactionary. Unlike
submission. This the American population in 1777—"Latin Farmers” as they
pamphlet by the were called—most Frenchmen were illiterate. Only a tiny
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The bloodthirsty Fouché (left) has been
described as a forerunner of Nazi SSchief
Heinrich Himmler; but many in France
today still leap to Fouch&' s defense, asthey
also defend the Terror of the French
Revolution. Historian Jean Tulard’s 1995
book on Fouché called the comparison
with Himmler “ unfair,” adding that

“ Fouchéwasfar cleverer than Himmler.”

handful, outside the ruling elite, even knew what the word
Republic meant, or had the remotest idea of what the program
of the United States Revolution might have been, beyond the
fact that it was anti-English.

Enter Joseph Fouché

In the year that Friedrich Schiller was born at Stuttgart,
1759, unhappy France acquired a petty bourgeois bounder of
apeculiarly energetic complexion, Joseph Fouché. Together
with his alter-ego, Charles-Maurice de Talleyrand-Périgord,
this man was, over the course of hisforty yearsin palitics, to
alter the character of the French people, much for the worse.

Born at Nantes into a family of sea merchants, whose
affairsinvolved, inter alia, slave-plantations in the West In-
dies, young Joseph was put in with the Oratorians to study,
and, on finishing the cursus, became an extremely popular
teacher of mathematics and physics at the Oratorian College
at Arras. There he met Maximilien Robespierre. Many of the
Oratorians' pupilswere to become perfervid Jacobins, but at
the time, Fouch€& s mask was a Catholic one.?

In 1789, as the Insurrection erupted, Robespierre was
elected to the Estates General, while Fouché was transferred
back to Nantes to teach. He got himself elected, in 1790,
chairman of the Friends of the Constitution and became prin-
cipal of the College at Nantes. On learning that the monarchy

2. It has been suggested that a Jansenist cell had developed within the erst-
while Christian-humanist Oratorians, and as for Arras, that town had itself
been notorious as a center of the French Inquisition.
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had been overthrown, he began to agi-
tate to become Deputy (Member of Par-
liament) for the Loire-Inférieure, as-
tutely marrying in the process one
Bonne-Jeanne Coiquaud, whose sole
feminine attraction is reported to have
been that her papa ran the province's
Administration.

In the light of Fouch&' s later deeds,
his electoral tracts are instructive. He
describes himself as an “architect of
policy,” rather than a“ revol utionist agi-
tator.” He praises the Oratorians for fo-
menting “those religious sentiments
that are so needful, and so admirable,
when purified by philosophy.” He won
the seat.

In 1792, we find him among the
great Revolutionists, seated on the
Committee of Public Instruction along-
side Nicolas Caritat, Marquess of Con-
dorcet.® By 1793, the “ moderate archi-
tect of policy” of 1790 was pressing for
the death of Louis XVI, for which he
voted, and publishing a pamphlet entitled “ Reflexions sur la
Mort de Louis Capet” (“Reflections on the Death of Louis
Capet”) in which he shrieks. “We are strong enough to bend
to our will al powers, and al events. Time is on our side,
against all the Kings on this earth.”

Asthose words were written, the Kings of Europe (Prus-
sia, Austria, Great Britain) were, in point of fact, preparing
an ondlaught on revolutionary France, theninthegrip of civil
war. The British, riding the wave of imperial victory in Can-
ada and India, had stipendiary agents in every Paris faction
and throughout the countryside, the scenario beingto provoke
inchoate uprisings, whereby France would be knocked out of
the Great Game by civil strife, dissolution, and dictatorship.

At what point Fouché entered the service of the British,
or the Austrians, or both, this author cannot say, not having
access to primary sources in the relevant State Archives.
But enter the service of a foreign power, he did. There is
otherwise no explanation for how a complete mediocrity
could have succeeded in his designs to cover the entire
territory of France with the most finely-tuned network of
political police and informants since the Assyrian Empire,
adesign, moreover, that served no positive national purpose
whatsoever. Unless it were some other nation’s purpose: At
the end of the day, virtually every event in France during

3. The Marquess of Condorcet (murdered 1794), was a central figurein the
Committee, whose work was to lead, in 1795, to the Revolution’s few real
achievements, notably the Conservatoire des Arts et Métiers, the Ecole
Normale, and secondary schooling.

History 53



The storming of the Bastille, July 14, 1789. The French Revolution—better called
an Insurrection—quickly degenerated into a brigand’ s den of warring intelligence
factions. Fouchéwas later dispatched by the Committee of Public Safety with the
explicit mission of unleashing Terror.

Fouch€é's political existence tended to the advancement of
the British Empire.

Fouch& sCareer asa‘Mission Agent’

Lacking, asit did, any programmatic content, the French
Insurrection promptly became a brigand’ sden of warring in-
telligence factions. Within a fortnight of the fall of the Bas-
tille, the Constitutional Assembly had set up the Committee
of Information, renamed, inturn, the Committee of Research,
the Committee of Surveillance, andfinally, in 1792, the Com-
mittee of General Security (Comité de Sreté Générale). By
thetime the Convention placed Terror “On the Agendaof the
Day” (1793), the Committee of General Security had become
avirtual ministry, with at least 160 officia employees, and
dozens (hundreds?) of six-man teams combing hill and dale,
called agents of execution. The Committee of General Secu-
rity couldissuearrest warrants, and had accessto secret funds.
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" In 1794, the Committee of Public Safety
(Comitéde Salut Public), theonly known pos-
itive elements of which were Lazare Carnot*
and Prieur delaCoted’ Or, set up arival body,
known as the Bureau of Administrative Sur-
veillance amd General Police.

One of the salient traits of this so-called
Revolutionist period, is the entwining of the
prosecution services with both the investiga-
tive agencies, and the administration of jus-
tice. In plain English, the same people were
judge, jury, and executioner. For example, in
1793, the Convention placed thelocal authori-
ties (district administrations) under its direct
control. These administrations had full power
to enforce “revolutionary law,” and could, in
particular, arrest people. Each district had a
National Agent, whose explicit mission was
political surveillance of private citizens. This
agent could issue the equivalent of habeas
corpus writs, impound private property, and
enter thejails unhindered.

Then there were the “ spontaneous” grass-
roots grouplets, known as Surveillance Com-
mittees, Central Committees, and Revolution-
ary Committees, planted in every town and
hamlet. They were “legalized” in 1793.
Among the pastimes of these bucolic bodies:
checking the identity of “outsiders’ (persons
foreigntothetown, moreoftenthannot people
fleeing Paris and the Terror), issuing arrest
warrants and Certificates of Civic Virtue and
passports, receiving informants' reports, and
bringing people up manu militari before the
Revolutionary Tribunals. Thelatter were em-
powered to hand down summary judgment,
including in capital offences—of which there were many—
without right of appeal.

Now, this seething mass of tittle-tattlers had to report to
someone. By decision of the Committee of Public Safety,
they were to tattle to what were known as “mission agents,”
who had unlimited power to “maintain order.” Assoon asthe
mission agents would arrive in a district, they would make
contact with the local Surveillance Committees and Jacobin
clubs, and could bring any citizen up beforethe Revol utionary
Tribunals. They also ran the press-gangs. Some mission
agents must have done their job in raising an army, because
Lazare Carnot’s defense of France succeeded; others, like
Fouchég, were otherwise engaged.

Somehow, we know not precisely how, Fouché got him-

4. Lazare Carnot (1753-1823), mathematician, one of the greatest military
reformersin modern history.
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self appointed mission agent for the Loire-Inférieure and the
Mayenne, with orders to raise a force of 300,000 men. On
March 26, 1793, our subject wrote to the Convention that
he had jailed all nobles and priests in the Nantes area, and
had set up a Tribunal to judge them. He did not, however,
succeed in raising soldiers, owing to the local population’s
anti-Jacobin sentiment. Empty-handed, he turned back to
Paris, and veered toward the Hébertistes, a still-more ex-
treme revolutionist faction. In June 1793, we find the ex-
seminarist publishing a pamphlet entitled “ Reflexions sur
I’education publique’ (“Reflections on public education”)
in line with the ideas of his new alies in the Commune.
The pamphlet is an onslaught upon the clergy, and upon
religion in general; “religion,” he wrote, “sullies man, and
degradeshim.” The revolutionists must create a“monopoly”
over education—in other words, al schools run by the
Church must be forbidden—in order to “combat the odious
influence of religion.”

By the end of June 1793, Fouché was sent out as mission
agent yet again, thistimeto the center and west of the country.
After a campaign of rabble-rousing against “the rich,” he
issued a Decree on Requisitions in October 1793, which re-
callsStalin’ sUkazy against the unhappy kulaks. Under Article
4, any “richlandownersor farmers’ who were“ declared sus-
pect” of withholding wheat were to have, not only the grain,
but al their private property, and all their private papers
and documents seized. The same measures were to apply to
factory ownerswhose machineswereidle, and to landowners
whose land lay fallow.

The impounding, continues the decree, was to be done
by “patriots’ of the Revolutionary Guard, endowed with a
Certificate of Civic Virtue issued by the local Surveillance
Committee. Under Article 16, those committees were to “ef-
fect the same” vis-a-vis all “rich men” in their districts, “in
proportion to their fortune, and to their lack of civic virtue.”
Peering into one’s neighbor’s coffers, and accusing him of
“lacking civicvirtue,” iswhat that boils down to. Meanwhile,
Fouché amused himself with scribbling signed notes, that he
put into the hands of the local riff-raff, authorizing them to
turn up at the homes of the rich, and demand to be “ clothed
from head to toe.”

Encouraged by the popularity that such acts of petty tyr-
anny gained him with the Hells Angels of the day, Fouché,
by September 1793, threw himself headlong into the Hébert-
ists' de-Christianization campaign. On Sept. 23 heissued an
Order ordering “all priests on state pension either to marry,
or adopt achild, within amonth.” At Moulins, he obliged the
Bishop and 30 prieststo renouncethefaith, and tore down all
signsof the Christianreligion. At Nevers, on Oct. 9, heissued
adecreestatingthat “all signsof religion ontheroads, squares,
andinall public places, shall bedestroyed.” At the gate of the
cemeteriesin hisprovinces, he had put up the sign: “Deathis
eternal sleep.”
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At the end of May 1793, the City of Lyons, which at
that time held about 100,000 inhabitants, rose up against the
Revolution, led by a coalition of Royalists, republicans op-
posed to theterrorists, Girondins, and the bourgeoisie. Lyons
was accordingly besieged by the Convention from August to
October 1793. When it fell, Fouché was dispatched by the
Committee of Public Safety with the explicit mission of un-
leashing Terror. By the time he left, something like 2,000
people lay dead. He first set up a temporary Surveillance
Commission, in November, and then a Revolutionary Com-
mission to sentence the suspects. So many were shot, that
gunpowder became scarce. Fouchéthereupon brought in can-
non. The insurrectionists of the lower classes—their betters
were guillotined—were tied together in the Plaine des Brot-
teaux, and mowed down with cannon. Did the cannon miss,
they werechoppedtobits, or buried aive. Lyonswasrenamed
Commune-Affranchie, theLiberated Commune. And Fouché
wrote to the Committee of Public Safety—which givesonea
good idea of the psychosis that reigned there—that his anti-
British (sic) strategy wasto“ let their bleeding corpses, thrown
into the Rhone, present to both its banks . . . the impact of
horror, and the image of the French peopl€'s irresistible
power.”

“Irresistible” indeed, the power to slaughter most of Ly-
ons skilled textile workers. A few decades back, the British
had cut off the right arm of Calcutta' s textile workers; but
they had not, at thetime, found so eager an Indianto command
the maneuver for them.

A ceremony Fouchéorganized at Lyonsat that time, gives
one aflavor of hisrule:

November 10th, 1793

A Sans-Culottist wearing a Bishop's Mitre and
bearing his Staff, walks solemnly beforeadonkey, over
which Papa garments have been draped, and a Mitre
placed on his head. Round the donkey’ s neck, hangs a
chalice, and attached to his tail, a Bible, and a Missal
book. Bringing up the rear of the procession, another
Sans-Culottist, dragging in the dust the Fleur-de-Lys.

Theinstant Fouchélearnt that Hebert had been guillotined
at Paris, he ordered a halt to the executions, and purged the
LyonsRevolutionary Committeesof all Hebertist supporters.
This moment will likely emerge as the one at which Fouché
came to the attention of the Austrians and the British, as a
possible major asset. Just as one must commit a murder, in
cold blood, to gain entrance into the Mafia, so Fouché had
proven, through the de-Christianization campaign, and by his
conduct at Lyons, that for his own advancement, no act was
toovile. Itisknown that at alater stagein his career, Fouché
became Grand Conservateur of the Grande Loge Symbol-
ique, of which Napoleon’ s brother Joseph Bonaparte wasthe
Grand Master, thelatter’ sdeputiesbeing Murat and Cambac-
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éres. The freemasonic Lodge would seem to have been the
equivalent, perhaps even the direct ancestor, of Licio Gelli’s
Propaganda-2 right-wing terrorist cell structure in Italy dur-
ing the 1980s. Bethat asit may, whether Fouchewasalready,
in 1794, a highly-placed freemason, this author does not, at
present, know.

In April 1794, ayear known to the Revolutionistsas Y ear
I1—the world was supposed to have begun afresh in 1793,
Y ear | of the Republic—Fouchéwasrecalled to Paris. Failing
aworthwhilepolitical or economic program, the Jacobinshad
let loose gang warfare in that city, dignified, in the history
books, by the title of “Terror.”> The Committee of General
Security was, in theory, in charge of “repressing plots by
enemies of the Revolution.” To that end, it was empowered
to issue arrest warrants. Arrests were also ordered by the
Committee of Public Safety, the Police Administration of the
Communeof Paris, and the Revol utionary Committees of the
City’s48 districts.

Each Revolutionary Committee was under ordersto draw
up a Schedule of Information on each citizen they arrested,
which schedule was then put before yet another body, known
asthe Office of Prisoners. That Bureau was answerable both
to the Commmittee of Public Safety, and the Committee of
General Security. There was aso established a Bureau of
Administrative Surveillance and General Police, within the
Committee of Public Safety, on which sat Robespierre, Cou-
thon, and Saint-Just. Nacht und Nebel. The upshot was police

5. See LesHommes de Londres, by Olivier Blanc (Albin Michel: 1989), one
of thefew modern studies on the role of British intelligencein the Terror.
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“ Contrary to official French historiography, the Terror was not a sacrificial
flame, purging and purifying everything it touched, with a few collateral losses.
It had no redeeming features.” Left to right: Robespierre, whose Reign of Terror
drowned the Revolution in blood; Jacques Necker, who as Finance Minister in
the pre-Revolutionary government, steered the plan to destroy France on orders
from Britain's Lord Shelburne; and Jean-Paul Marat, imported from London,
who was the leader of the Jacobins.

and secret intelligence warfare; arrest and release warrants
contradicted each other while thousands of innocents were
murdered without the shadow of a cause. In the meantime,
myriad files on individuals were collected, an underground
city of facts, like the East German Stasi’ s |abyrinth beneath
Berlin, that were to turn up as blackmail against entire fami-
lies, for two or more generations thereafter.

No Redeeming Features

Thrashing through the impenetrable thicket of names,
events and counter-events—we are dealing here with one of
the most tumultuous epochs in modern history—onething is
crystal-clear: Contrary to official French historiography, the
Terror was not a sacrificial flame, purging and purifying ev-
erything it touched, with a few collateral losses. It had no
redeeming features. Aswith Pol Pot in Cambodia, anyone of
quality, “anyone wearing eye-glasses,” was either murdered,
or had to flee the country for his life. The dregs of society
were given carte blanche to murder, loot, and ransack; 80-
and 90-year-old aristocratic women weregang-raped and torn
limb from limb. Informants ratted on informants in an infi-
niteloop.

The Terror left the French population, down to our own
day, with almost a genetic fear of any strong emotion, save
for hatred, which isbut another sign of deep-seated fear. Any
appeal to Christian sentiment in its strongest forms, to higher
moral ideals of any kind, is met by a cynical cackle, or a
salacious remark. Then, as now, the population took refuge
in pornography, one form of gnosticism in favor of which
therewas, and is, abroad national consensus.
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Inthe midst of the uproar, Fouché clambered over cadav-
ersinto the Presidency of the Jacobin Club, from which un-
steady vantage point he wasto effect the downfall of Robes-
pierre (1794). Somehow weathering all attempts to unseat
him from the Convention, when survivors of the atrocities at
Lyons attempted to get him indicted, he wrote:

Y ou have been coolly asked to contemplate the fate of
four thousand men mowed down by cannon. . . . | refer
to the fact only to draw serious reflections on the false
and hypocritical mood of sensitivity that has become
noticeable, inorder to show how necessary itistoinstill
terrorinthesoulsof thewicked. . . andthat any thought
of indulgence, of moderation, is a counter-revolution-
ary thought.

Although the Convention did in fact vote for Fouché's
arrest, in 1795, on hearing reportsfrom the provinces of atroc-
ities perpetrated at his orders, he was never taken. He simply
dropped out of view until an Amnesty was proclaimed on Oct.
26 of that same year, busying himself in the interval with
making money, appropriately enough, fromafraudinvolving
thefattening of swinefor market, andthereafter, frommilitary
procurement. The Directorate, which held sway over France
from 1795 to 1799, saw Fouché offering to serve Barras as
police agent and informer. Barras thereupon introduced
Fouché to a banker and outright British agent, one Gabriel
Julien Ouvrard, with whom he was later to plot against the
American Republic, and then catapulted him into his first
major position, asAmbassador to Milan, in 1798. Talleyrand,
also a British agent, but of a rather higher ilk, had become
Minister of Foreign Affairsin July 1798, which conveniently
made him Fouch€' s superior.®

Asanaside, allow usto report here, that rumor hasit that,
on being recalled to Paris from Milan, in 1799, Fouché took
care to remove with him the Embassy’ s stable of horses, and
all itslinens and furnishings.

Fouché' snext assignment wasas Ambassador to Holland,
where he remained for some months, until the Directorate
recalled him to Paris, this time, as Minister of the General
Police, aposition created in 1796.

Thisministry wasin chargeof the National Guard, Legion
of Police, and the gendarmerie, as well as the jails. When
Fouché cametoit, it was under the Directorate’ sfairly direct
control, and had few men and less power. He was astute
enough to seethat, in hisownwords, “all personal advantage
that could be got from the Revol ution, had been got,” and that
the next stage, was dictator ship, in which the police, through
his own person, were to become the core institution.

6. That being an acknowledged fact, it is quite extraordinary how, in our
own day, there flourish anumber of French societies, several of which have
websites, bearing names like “ Friends of Talleyrand.”
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Joseph, Joséphine, and the Slaves

Fouché spalitical faction of king-makers, appearsto have
toyed with General Joubert, who was killed in action, and
with General Bernadotte, beforelighting upon Gen. Napoleon
Bonaparte. Fouché&' s assignment was to use police measures
to paralyze any Royalists or Jacobinslikely to obstruct Bona-
parte’ s coup; Fouchéwas, in point of fact, personally respon-
sible for the measures taken against Lazare Carnot. To
sweeten Joséphine de Beauharnais,” the General’s mistress,
shewas given acut on the capital city’s gaming tables.®

In the Bonapartist coup d' état (1799), the two emeritus
agents of foreign powers, Charles-Maurice de Talleyrand-
Périgord and Fouché, each played their assigned role. Talley-
rand forced Barras to resign from the Directorate, leaving a
power vacuum. Fouché organi zed the technicalities: transfer-
ring the Parliament by force to Saint-Cloud, for “security
reasons,” under the “protection” of Bonaparte's troops, and
closing the Barriers of Paris, thus preventing anyone from
entering or leaving the capital without hispersonal authoriza-
tion. On learning, at seven in the evening, that Bonaparte's
coup had succeeded, Fouché announced that “an assassina-
tion attempt against General Bonaparte” had been success-
fully foiled, and issued a truly Orwellian proclamation to
the citizenry:

Eventsareat last upon us, for our own felicity, and that
of futuregenerations. . . letthe Weak rest assured; they
are with the Strong. Let everyone return to their own
business and homely practices. L et there befeared, and
checked, only those who foment disquiet, sow confu-
sion, and store up disorder.

Coming from aman whose only credential swere hisown
unchecked propensity to shed others' blood, one can only
imagine how the proclamation may have been received by
fellow citizens, on hearing fromaTerrorist that their physical
survival henceforth depended on refraining from al public or
political activity.

Haute Couture, Haute Cuisine, Haute Police
We are now cometo the point in Fouch€' s history, where

he was given carte blanche, officialy, to ater the character

of the French nation. Here, emerges the concept of the so-

7. Joseph Fouché and the courtesan Joséphine de Beauharnais, a French
creolewho later married Napoleon, had morein common thantheir Christian
name. Aswe have seen, Fouch& sfamily’sfortuneslay, at least in part, with
the progress of theslavetradein the West Indies, from whence camethelily-
white Joséphine. In 1802, slavery was restored in Guadel oupe, Martinique,
and French Guyana. Ten percent of the population of Guadel oupe, over ten
thousand people, were shot or deported, by Napoleon's troops. An attempt
to restore slavery manu militari on theisland of San Domingo (Haiti today),
by Napoleon’ s brother-in-law, General Leclerc, failed.

8. Fouché may have been the first to have seen the advantages to official,
institutional control over gaming.
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called Haute Police. You, dear reader,
have heard of Haute Cuisine; you have
heard of Haute Couture. But this may
be the first time you come across this
sympathetic little expression, the Haute
Police. The concept is Fouch&'s own.
“The police is an agency that tracks
down crime, and ensuresthat old ladies
do not get themselvesstruck by vehicles
hurtling at red lights?” Wrong! In the
French tradition, the true, and central,
function of the police, isapoalitical po-
lice. Any other public-safety duties are
anecdotal .

And what, pray, could the political
police be up to? Might they be thereto
thwart foreign subversives? Might they
be innocently reporting on al political
meetings to their minister? Wrong
again! The concept behind a political
police, isterror by other means. The po-
litical policenot only intervenesdirectly
into others political events, it creates
events, and it even creates, dare one say it, candidates to
highest office. The political policeleaks privy personal infor-
mation at its disposal to the press, to foreign governments, to
interested third parties.

All this, and more, we owe, inits modern form, to Joseph
Fouché, minister to amilitary dictator.

So herewe have Fouché himself, installed asthe Minister
of the General Police. Hisfirst move, on the 22nd Brumaire
(November 1799) wasto purge the Paris Administration, and
the Central Police Bureau. Hehad 37 “ Jacobins’ immediately
deported, including a journalist, and placed 22 under house
arrest. He had the leader of aso-called “ Royalist” conspiracy
shot. He bought newspapers, literally, with ministry funds.
Sixty newspapers out of 73 were outlawed, and Fouché per-
sonally saw to it that they were closed down (January 1800).
In the midst of al this, Napoleon Bonaparte had his own
private, and highly unofficial, police force.

How Fouché saw his assignment isinstructive:

wars.

The Paris police is, for a Republican Government, of
far greater importancethanit wasbeforethe Revolution
.. . thosewho opposethe new political order, have now
come to increase the number of those who oppose the
socia order.

And
the police, as | seeit, shall be established to forestal,
and prevent, offences, to contain, and check, whatever

the laws have not foreseen. Its authority is discre-
tionary.
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Charles-Maurice de Talleyrand-Périgord (l€eft), Foreign Minister from 1798-1807 was
Fouch€' s alter-ego and fellow British agent. From 1801 on, Fouché encrusted himself like
a barnacle with Napoleon, surviving each successive convulsion in the French political

Eschewing, henceforth, the weapon of indiscriminate
brute force, Fouché was utterly lucid about the impact that
hisvery British, very modern, psy-war was designed to have
on the politically-aware: One must, he wrote, keep the citi-
zenry inanever-shifting state of uncertainty. Few wereexiled,
still fewer killed, but one never knew who would be next, or
quite why.

Bonaparte, who waswont to personal ly meet with Fouché
to review hisdaily bulletins, greatly feared his own Minister
of Fear, and set up a Prefect at Paris as counterweight, since
he dared not do without him. According to a contemporary,
Pelet de la Lozere, “Discussion with Fouche held its attrac-
tionsfor Napoleon, because he would report to him only mat-
ters pertaining to the political police, that which related to
parties, diplomatic or intrigue, and never to the police on
the streets or highways, in which neither took the slightest
interest. Fouchéwould sign without reading everything rel at-
ing to such lowly business.”

From 1801 on, Fouché&, who maintained throughout a
tight, though in the main discreet, link with Talleyrand, en-
crusted himself like abarnacle with Napoleon, by orchestrat-
ing variousassassi nation attemptson thedictator, all of which
naturally failed, greatly redounding to the credit of theMinis-
ter of Police. Briefly disgraced in 1802, hisMinistry dissolved
into that of the Justice Ministry (a relative disgrace, since
Fouchéwasmade Senator of Aix-en-Provence, ahighly lucra-
tive position), Fouché was back in the saddle the following
year, and thistime, engaged, alongside Talleyrand, in one of
themost blatant breaches of international law since the Peace
of Westphalia.

The Duke of Enghien, aBourbon Prince, was kidnapped
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on the territory of a foreign state, Baden Wurtemburg,
dragged to Paris, and executed in dead of night on March
20, 1804, the year in which Napoleon had himself crowned
Emperor. The presence of both Talleyrand and Fouché at a
secret parley where the murder was planned, was asignal to
the world that France would no longer pay even lip-service
to international law®: The Empire was to be, and it meant
World War. A short week later, Fouché stood boldly before
the Senate pleading for the Empire, in order that Bonaparte's
“great work be brought to completion, by making it immor-
tal.” Inreturn, Fouch€& sMinistry of theGeneral Policewasre-
stored.

France had been prey to revolution, civil war, terror, re-
pression, foreign wars, for over 15 years. Therewas no mood
about in the nation for wars of conquest. Fouché set about
creating that mood, by the application of force, using hisre-
turn to the Ministry to crack down on playwrights, and on all
formsof literary activity. All printed bookswere reviewed at
the Justice Ministry, before they could be put out on sale.

Fouché thoroughly reorganized his ministerial fief. He
had three state counsellors appointed to the Ministry, each
responsiblefor onedistrict (arrondissement). Thefirstarron-
dissement was Northern and Western France, the second, the
South, thethird, Paris. In 1809 afourth was added, viz., those
parts of Italy under French dominion. Increasingly, as the
frontiersof France spread eastward, theactivitiesof thepolice
became entwined with those of military intelligence, and di-
plomacy.

A singular trait of the Age of Fouché, is the rise of what
the French call, “the Administration.” It had readily become
clear to educated Frenchmen, that political activity would
not be tolerated by the Life Consul, soon to be Emperor.
Ambitiousmen accordingly flocked to becomecivil servants,
where they expected to serve, not the public, but private par-
ticularist interests, and thereby enrich themselves at the ex-
pense of the nations that Napoleon crushed. Other scions of
the bourgeoisie sought a“ politically-correct” outlet for their
stunted energies in outré focus on bodily pleasures, notably
greedy feeding, of which Brillat-Savarin’s The Physiology of
Tasteisaremarkable, and reliable, testimony.°

In 1808, Napoleon, advised by his Mephistopheles, Tal-
leyrand, invaded Spain. Whilst the Emperor waged what one
might today call “preventive” war on the Spaniards,** Fouché
and Talleyrand“ brought together,” asPrince M etternich curi-
oudly put it, “ by circumstancesindependent of their own voli-

9. In 1806, Fouch&'s men kidnapped at Hamburg the British Ambassador,
and seized his papers.

10. While the wealthy flitted about in garments so transparent, for women,
and so close-fitting, for men, that they would befrowned on even by theatrical
artists today. Balzac has reported on this amusingly, in his “Physiology of
Marriage.”

11. Thereader isreferred to Francisco Goya s* Disastersof War” to appreci-
ate the exquisitely tactful behavior of Napoleon'stroopsin Spain
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tion,” met to discuss how, and by whom, the Emperor should
be replaced. The Austrians were to attack once the French
Army collapsed in Spain. When Napoleon returned, he threw
out Talleyrand, who promptly went over to the Austrians.
Fouché, however, had the files. He intended to remain in
place, and thus did not shrink from a little blackmail. In his
bulletin dated March 13, 1809, Fouché wrote to Napol eon:

It is bruited about by intrigants that the Minister of
the Police [Fouché himself] did burn many documents,
since the Emperor’ sreturn [from Spain]. The Minister
does indeed order the burning of many documents a
week . . . there would otherwise be clutter and confu-
sion. . . . Everything that relates the history of things,
and individuals, is carefully kept. In that respect, no
Ministry iskept in better order. Butthe. . . liesof every
kind raised against the most honest of our citizens, and
often, against members of the Imperial family, al such
documents, once they have been reviewed, are put be-
fore the Minister, who has them destroyed.

A Plan To Reconquer the United States

As the Emperor left for the Austrian front in June 1809,
Fouché becameinterim Minister of the Interior aswell, hold-
ing sway over the Prefects, and thus, over the economy. His
first movewasto grant licencesto tradewith England, despite
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the blockade that Napoleon had instituted. He then began to
raise a National Guard in four provinces, and 30,000 men
in Paris, commanded by acolytes of the exiled Talleyrand,
including aknown British middleman, one Montrond. Rumor
had it, that Fouché had begun his maneuvers, aided by the
British, to bring Prince Bernadotte to power.

Although Napoleon must have got wind of the Bernadotte
maneuver, he authorized Fouchéto negotiate with the British
through a relative of the Barings, a Dutch financier named
Labouchere. Baring (whom Fouché knew through a long-
standing contact, the banker and intelligence operative Ga
briel Julien Ouvrard [1770-1846]), wasto deal with the Brit-
ish Cabinet. Fouché however, went well beyond the instruc-
tions given him by Napoleon: He put to Lord Welledley, in
1810, a plan the details of which had been worked out by
Ouvrard: The French would help England reconquer the
United States, and for oneyear, all the French Empire’ sports
would be open to English trade.

No sooner had Bonaparte learnt of Fouch€'s ultra vires
diplomacy, that he had Ouvrard arrested, and € ected Fouché
from his ministries, but, fearing retaliation from the latter’'s
allies, yet appointed him Governor of the Papal States. Before
Fouché left for Italy, he removed from the Ministry every
scrap of paper of the remotest interest, and burned the rest.
His successor, Savary, found the cupboard bare.

Very briefly, Fouché fled Bonaparte's anger abroad,
though his precise movements remain unclear to this day. It
issaid that he had intended to go to Naples, to meet therewith
Murat, the “King” placed by his brother-in-law Napoleon on
that throne. Why? It would seem that through Murat’ s wife,
Caroline Bonaparte, who had been at one time Prince Met-
ternich’ smistress, communicationswith that Prince were un-
fettered.

The year 1810 was, in any event, an upbeat one for any
Frenchmen not enmeshed in one of Napoleon’sforeign wars
of aggression. As France annexed Rome and Holland, a new
domestic Criminal Codecameintoforce, instituting 30 capital
offences, and other measures of anotoriously repressivechar-
acter. Thewords“Liberty, Equality, Fraternity” were rubbed
off public buildings, while police censorship of the presswas
greatly intensified.

Fouché appears to have put the years of his “disgrace’
(1810-13) to good effect, as Prince Metternich and the Duke
of Wellington gathered forces and moved to extinguish Na-
poleon.

Instrument of his own downfall, Napoleon Bonaparte,
in 1813, appointed Fouché Governor of Illyria, an imperia
province that covered roughly the territory of present-day
Croatia. No better position could have been wished, from
Fouch€&'s standpoint, for dealings with the Austrians, to
whom, a few short weeks later, that province fell. Fouché
thereupon removed to Italy, where Bonaparte again issued to
himunwiseorders: togotoNaples, andtheretoactvirtually as
viceroy of theltalian peninsula, whileMurat, King of Naples,
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After the abdication of Napoleon, Louis XVIII became King of
France, and named Fouché as Secretary of State to the Ministry of
Police, fromwhich post the latter carried out the White Terror—a
new orgy of bloodletting.

Fouche's ally, was deep in turn-coat negotiations both with
Lord Bentinck, and with the Austrians.

Chaptal, a former Minister, reports in his Memoirs that
Fouchéacknowledged to him at thetimethat hewasin contact
with Prince Metternich, and had decided to throw his weight
behind General Bernadotte, a replacement for Bonaparte
whom he believed might prove agreeable to the British and
the Austrians.

Between 1813 and 1815, as Bonaparte' s Thousand-Y ear
Reich collapsed, and Francelost something like half amillion
men in foreign wars, Fouché was the till, steady center of
foreignintelligencein Paris. There was some sort of division
of labor—Talleyrand more closely connected to the British;
Fouché, to the Austrians. By 1815, Fouché had become so
bold asto meet in Pariswith Metternich’ semissaries” by light
of day.”*?

Wellington, Talleyrand, Fouché

When Napoleon abdicated, it was to Fouché that he
handed over the Act of Abdication. That Act stated that Napo-
leon’ s son, the so-called “King of Rome,” wastoreignin his

12. Cf. the “Eskeles Bank” affair, where Baron Ottenfels, Metternich’s pri-
vate secretary, had sent the clerk of the Bank to Paris with missives for
Fouché.

EIR March 19, 2004



stead. Fouché sped, Act in hand, to Parliament, where he read
out aspeech quitedisregarding theexistenceof thelittleKing.
Herather proposed that afive-man commission be appointed
to “negotiate” with the Allies, athough those negotiations
should, in point of fact, have been conducted by Parliament.
Lazare Carnot, who lacked Fouch€ s*international support,”
was elected to the Commission, and promptly outmaneu-
vered.

The Duke of Wellington, Prince Talleyrand, and Fouché
had long since agreed to bring aBritish puppet, Louis X VI,
to power. They met at Neuilly in July 1815, to decide what
should become of France. Talleyrand proposed that an am-
nesty be proclaimed of all charges (treason, and so forth)
raised against Fouchg, and that he be reinstated as Minister
of Palice. In the chaos of Napoleon’s fall, Fouché thus got
leave from Metternich and Wellington directly, to sweep
away anyone associated with Lazare Carnot, and to thwart
all attempts to institute a Republic. The Commission led by
Carnot was dissolved that same July, a date that marks the
last breath of Carnot’spolitical lifein France.

Louis XVIII signed the order appointing Fouché Secre-
tary of State to the Ministry of Police; and the ubiquitous
Prince Talleyrand was made the new King's Minister of
Foreign Affairs, aswell as President of the Council of Minis-
ters, which met in Talleyrand' s private residence. Fouch€'s
first move was to issue to the Prefects a Circular calling
upon them to intensify political repression: “The time has
come to sacrifice Opinion, on the altar of the Public Weal.”

How ready Fouché was to set the example, and sacrifice
Frenchmen himself, is shown by his interesting behavior
during what is known as the White Terror. This refers to
yet another episode of extreme violence, this time intended
by Louis X V111, during which anyone who had helped Bona-
parte return to power during the One Hundred Days was
hounded down, exiled, or executed. Fouché, who was, with
Talleyrand, Bonaparte's longest-serving Minister, drew up
thelist of suspects, and signed them himself. Although apol-
ogists of Empire, like the contemporary historian Jean Tu-
lard, would contend that Fouché attempted to water down
Louis XVIII's vengeful zeal, the exile of Fouch&'s bitterest
enemy, Lazare Carnot, inter alia, can scarcely have been a
dlip of the pen.

The White Terror was Fouch€'s final gift to the nation.
Pricked by the people’s keen hostility, Louis XVIII could
not keep on both Talleyrand and Fouchg, lest his own head
come off. He eschewed Wellington’'s advice, and probably
that of Castlereagh and Metternich as well, and decided, by
Sept. 15, 1815, to pack Fouché off as Ambassador to
Dresden. In January 1816, Louis went further, and had a
sentence of exile pronounced against Fouchg, in absentia.

Fouché died at Trieste in 1820, having declined to be
harbored by his aliesin England, Holland, and Austria. His
last act was to order his private papers burnt.

That Fouché acted throughout his career, as a conscious
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agent of foreign powers, is undoubted. What cannot but
astonish, under the circumstances, is how certain Frenchmen
will spring to his defense to this day. Witness the following
extraordinary passage from Jean Tulard’'s 1995 Joseph
Fouché:

theimperial police’ sreputationisnot of the best. Some
would have it to be a forerunner of that of the 20th
Century’s totalitarian governments, and they would
have us believe that Fouché was an early Himmiler,
an early Beria, an early founder of a Gestapo, an
NKVD. How unfair ajudgment! Thereisno such line
of descent: [Under Fouchg] there were no concentra-
tion camps, no deportation, no genocide planned under
Napoleon. The scale of repression was simply not the
same. What is more, Fouché was far cleverer than
Himmler, far lesscynical, lessof arouéthan Beria. . . .
Himmler too, after Hitler's death, thought to negotiate
with the Allies. But comparisons stop there.®

13. Cf. Friedrich Schiller, fragment of a play, The Paris Palice, he was
working on at thetime of his death in 1805, aswell as The Ghost-Seer.
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LaRouche in Kentucky, Oregon:
Primary Campaign’s Not Over

by Nancy Spannaus

“People think the primary campaign is over. It's not over. It's gia Association of Local Elected officials, to the Senate Dem-

not even close to ending. Because the issues which are goimgratic Caucus in Kentucky, and the Mock Political National

to decide what happens in the election are not decided, and  Convention which is put on every four years in Portland,

Kerry has not decided what his program is. So, what's goingregon, by Portland State University and the Beaverton

to happen is, the explosion of an international financial crisis ~ School District. Flanked by his Youth Movement, which is

is going to change the agenda, during the coming monthgyn adetermined recruitmentdrive leading into the July Demo-

between now and the Convention in Boston this July. What  cratic National Convention in Boston, the only FDR Demo-

will come on the agenda, is the fact that we have to go backrat in the race is seeking to provoke the dialogue required to

to an FDR-type policy, to get out of what is going to be the rebuild the party, and save the nation.

biggest depression in anyone’s memory. This would mean

that there’ll be a fight in the Democratic Party—which is M obilizing the Y outh

already ongoing—and | am part of that fight.” LaRouche was the only Presidential candidate to person-
With this statement at a March 9 press conference in ally address the Portland Mock Convention, a gathering of

Frankfort, Kentucky, Democratic Presidential candidate Lyn-several thousand high school youth who engage in the kind

don LaRouche sought to cut through the sports-arena atmo-  of historical discussion, politicking, and give-and-take which

sphere whichlingersinthe perception of the Presidential camdsed to characterize Presidential politics. The students, who

paign. He identified the key issues which must be addressed. come from Oregon, take on roles as representing differer

“It's a fight between people, including Bob Rubin—who | states of the union, and form caucuses, give speeches, and

generally am sympathetic to, although | have my own  vote onthe candidate.

views—opposed to Felix Rohatyn’s policy, and Rohatyn, an  From the start of the Convention on March 10, the envi-

associate of Lazard Fres, one of the kingmakers behindthe ~ ronmentwas shaped by the intervention of a contingent of the

scenes in the Democratic Party today. . . . If Felix Rohatyn_aRouche Youth Movement, largely coming from Washing-

controls Kerry’s election, Kerry will be an office boy for the ton State. Approximately 35 youth from the ages of 18-25 set

bankers during the middle of a depression. The issue is tap tables, distributed literature, put up pedagogical displays

fight that out. I think Kerry personally is a man of good quali-  and showings of LaRouche’s speeches, posted signs, and pro-

ties, and courageous, but he’s ignorant of economics. My jolvoked intensive discussion with the high school youth. By

is, among other things, to replace him—thatwould bethe best  the end of the first day, numbers of convention delegates

option, because | know how to make the decisions—but théndicated that they wanted to set up a LaRouche caucus, and

other option is to educate him, and therefore I'm running for began to organize this effort.

those two purposes.” It didn’t take long for LaRouche’s enemies to respond.
LaRouche’s pursuit of this job has taken him to a wide Numerous teachers and other Baby Boomers “counseled” the

variety of audiences in recent weeks, ranging from the Georhigh school youth that LaRouche was not a “real” candidate,
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and instigated both the circulation of the slanders of pro-drug
author and professional LaRouche slanderer Dennis King,
and the ripping down of LaRouche for President posters. Es-
sentially, what they accomplished wasto heat up the political
atmosphere, al of which must have served to build up interest
in the speech that LaRouche himself was scheduled to give,
on the evening of March 11.

LaRouche spokeimmediately after the Governor of Ore-
gon, and was introduced by a student posing asa“New Mex-
ico” delegate, who presented the candidate as “the foremost
economist of our time.” Approximately 1,000 youth del egates
were present with some members of the public in the bleach-
ers of the Portland Memoria Stadium, where the event was
being held. During his 20 minute address, LaRouche identi-
fied the two major issues of the election campaign: how to
stop the unconstitutional war launched against Irag; and how
to solve the financia crisis which is leading into depression
collapse and breakdown. The Democratic Party must take up
theseissues, LaRouchesaid, and heistheonly candidate with
the competence to carry out the policies.

Several times during his address—in which he attacked
NAFTA and globalization, and called for adoption of Classi-
cal educationa policies, as opposed to the test-taking mania
currently dominating “education”—the student audience
broke out in applause. But the best response came from
LaRouche' sdirect appeal to the youth on their responsibility
for bringing the world out of the current crisis.

How are we going to get a future for you? LaRouche
asked them. Y our parents, and the Baby Boom generationin
general, have |eft you no future, so you have to act to secure
one for yourselves. If you work with me, you can mobilize
your parentsto fight to change the nation’ s economic policy,
and save the country.

The LaRouche Y outh organizers reported alargely posi-
tiveresponsetothecandidate’ saddress, with numerousyouth
indicating that they had never encountered such a direct and
truthful challenge, both asto thereal situation they face, and
to their responsibility and ability to changeit.

AddressingthelL egidators

LaRouche's address to Kentucky’s Democratic Senato-
rial Caucus on March 8 was the flip side of his appeal to the
youth. During anintensehour-and-a-half discussion, inwhich
event sponsor State Sen. Joey Pendleton commented many of
his colleagues were the most concentrated he had seen them
in years, LaRouche challenged a number of State Senators
and statewide labor |eaders to deal with the problems that
have led to their decline. (Ironically, the evidence of that
declinewasoccurring asthey spoke, withthelegislaturebeing
convened to pass the latest budget cuts dictated by the pre-
dominant, incompetent response to the bankruptcy of the
U.S. economy.)

The meetingswith legidators and labor officials featured
some of the most intense and provocative exchanges of
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LaRouche'scampaign thusfar. Many reacted with insightful
shock at LaRouche's straightforward identification of the
core problem in the outlook of the Baby Boom generation.
After he sketched out the cultural downshift of the country
following the introduction of the rock-drug-sex countercul-
ture, with all of itswild side-effects, one Senator blurted out,
“1 hateto admit it, but there are some of usherethat are guilty
of that behavior.”

There was a long give-and-take on the manifestation, in
the economic crisis, of the effects of that cultural shift.
LaRouche developed the horrible results of NAFTA, out-
sourcing, and the consegquent massive budget shortfalls. The
labor officials present, including the state presidents of the
AFL-CIO and the American Federation of Teachers, wanted
to know what L aRouche would do, and he discussed how the
next President must be prepared to bankrupt both the Federal
Reserve System, and the International Monetary Fund finan-
cia insitutions, and returnto apolicy of re-regulation and job
creation at home. LaRouche challenged the labor leaders on
the needto build amassmovement inatimeof crisis, compar-
ing the current disaster to the postwar period when the labor
movement—a youth movement of returning veterans—
fought to achieve ahigher standard of living for the nation.

Perhaps the hottest exchanges occurred on the twin ideas
of the bankruptcy of the Demacratic Party, and the need to
recruit youth members to the party and the political move-
ment. All the participants complained that the Democratic
Party’ s active organization was falling apart, and lamented
the lack of younger members. LaRouche reviewed the shift
in the party away from the ideals and organizing of Franklin
Roosevelt around the theme of the “Forgotten Man,” and the
turn of the last 20-odd years—by today’s Terry McAuliffe
grouping and their predecessors—toward courting the white
suburban vote.

Senator Pendleton asked L aRouche to to describe how he
had recruited the LaRouche Y outh Movement over the past
several years: “When| attend your conferences, thereare 500,
600 young peoplethere.. . . It'sgreat. . . . Tell thesemen how
you doit.”

LaRouche responded that “we have become a society of
lies, yet we are still a Christian society where some of us
believethat Manisin theimage of the Creator and capabl e of
truth. The Youth Movement that | created was around that
principle, of truth, and especially the breakthroughs typified
by Carl Gauss's 1799 attack on empiricism, his so-called
Fundamental Theorem of Algebra. ... [S]o the youth, in
workingthroughthisand other similar ideas, cometo discover
what is true themselves, and no one can take this from them,
and they develop adifferent conception of themselvesin the
process.”

LaRouche challenged the legislators to join this exciting
process of recruiting young people and, in so doing, compel
themselves, the Baby Boomers, to give up their fantasiesand
rejoin the fight to save civilization, even at thisdark hour.
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DelLay’s Texas legislature caper was the Mississippi Band of
Choctaw Indians, who have also paid Abramoff $10 million

Demy Gett]ng Desperate infees; legislation delivered by DeLay exempted their casinos

. from Federal scrutiny. Indictments are expected soon in the
AS Scarldal \N aters Rlse TRMPAC/TAB case. DeLay’s own daughter Danielle Ferro,
who received over $20,000 from TRMPAC to fundraise for
i 1s state legislature candidates, testified to a grand jury, in answer
by Anton Chaitkin to D.A. Earle’s subpoena. Tom Craddick, whom DelLay’s
TRMPAC/TAB operatives made Speaker of the Texas House

Pressed by multiplying criminal investigations of his fun-  of Representatives in the 2002 scheme, is himself facing a
draising agents, and embarrassed by the wide circulation ofdragnet of subpoenas from the prosecution.
dossier on his mental life while under the control of religious DelLay also seems to have organized the illegal covert

psychopaths at “The Fellowship,” House Majority Leaderfunding of a campaign against a November 2003 Houston
Tom Delay is flailing about for support to save his power. urban transit funding referendum. This may prove to have
On March 10, DelLay presented, to a closed-door meeting dbeen a big political, and legal, mistake. “Texans for True
House Republicans, a new would-be agenda for the country, Mobility"—Republicans led by DelLay—spent around $2
called wistfully, “Conservative Blueprint of Success.” His million in a failed attempt to defeat the light-rail proposal.
appeal got mixed reviews, according to a report by his politi- ~ The group set up a tax-exempt funding mechanism, for “edu-
cal friends. cational” purposes, which allowed them to conceal their do-

In December and January, the LaRouche in 2004 cam-  nors. But tax-exempt units are not allowed to fund political
paign brought out hundreds of thousands of the pamphletampaigns. Civil suits have been filed, with the potential for
Children of Satan Il: The Beast-Men—uwith its account of  triple damages against illegal donors. Attorney Andy Taylor
DeLay’s drunken falland zombie rebirth—to all Washington, setthe tax-exempt unitup, and also created the Texas Associa-
D.C. neighborhoods, and to Congressional and other govern-  tion of Business, an arm of DeLay’s ARMPAC/TRMPAC.
ment offices. The pamphlet pinpointed the role of Congress- All these were Delay’s personal projects. In both the
man Frank Wolf (R-Va.) in guiding DeLay into the Hitler- =~ TRMPAC/TAB case and the Houston referendum affair, the
emulating Jesus cult called “The Family” or “Fellowship burning question is whether he personally will face criminal
Foundation.” Stung, Wolf, in late February, tried to separate prosecution. DelLay is vulnerable in Houston because his anti-
himself from DelLay by calling for FBI and Justice Depart- transit actions were widely resented. Besides trying to stop
ment investigations of Jack Abramoff, DeLay’s chief lobby-  the bond funding forlightrail, he used his Congressional clout
ing/fundraising coordinator. Abramoff is accused of extract-to block the use of Federal funds for Houston’s program, and
ing huge payments from Indian tribes in exchange for  the available funds were redirected to other cities. DelLay
promised or implied protection of their casinos by Delay.represents a wealthy suburb of Houston, not the city itself.

The FBI was already probing related Indian-tribe lobbying Encouraged, Congressional Democrats are using DelLay
activities. Under the heat of the national publicity, Abramoff as a foil in their 2004 electoral strategy. In the past, Demo-
resigned from the Miami-based law firm Greenberg, Traurig,  cratic leaders have apparently so feared DelLay that they re-
for which he was chief Washington lobbyist. peatedly refused even to support the Democratic nominees

Wolf and Sen. John McCain (R-Ariz.) also called for a  opposing him for his seat. But Minority Leader Nancy Pelosi
Congressional investigation. They do not explicitly name De{D-Calif.) told a leadership luncheon in early March, that
Lay, but Abramoff has been DeLay’s main manager for rela- DeLay’s extremism would be the topic of a broad array of
tions with money and power, ever since the two men createemocratic campaigns. The Democratic Congressional Cam-
Americans for a Republican Majority (ARMPAC), using En-  paign Committee has proudly unveiled Cockroach Corner

ron funds, in 1994. website, satirizing DelLay, the former pest-control man.
In the March 10 Republican closed-door session, DelLay
The Texas Case, and theHouston Mistake reportedly spoke of increasing Homeland Security, doubling

Meanwhile in DeLay’s home state, Travis County (Aus-  the size of the economy (by extending tax cuts for wealthy
tin) District Attorney Ronald Earle is investigating the illegal donor-lobbyists), and “Protecting The Family.” His Religous
use of corporate donations, through ARMPAC's spinoffs, Right loyalists in the House applauded, Wastimgton
Texans for a Republican Majority (TRMPAC) and Texas As- Times pointed to skepticism and grumbling in the conserva-
sociation of Business (TAB), to grab control of the Texas  tive ranks: “Some members weren't thrilled with the speech.
legislature in the 2002 elections. The scheme allowed DeLajlt was vague; there wasn’'t much there,’ said one Republican,
to redraw the Texas Congressional districts, so astoincrease  who asked to remain anonymous. ... Many conservative
the hold of Republicans, and of DeLay personally, over thewvere bitterly disappointed that House leadership and Presi-
U.S. House of Representatives. One of the contributors to  dent Bush” have not dealt with a growing fiscal disaster.

64 National EIR March 19, 2004



Investigations Rip the Cheney-Pentagon
Axis of Liars Behind Unending Iraq War

by Michele Steinberg

The Justice Department on March 11 opened up aninvestiga-  ClA agent, Valerie Plame, to reporters. The leak was believe:
tion of Vice President Dick Cheney’s former company, Halli- to be in retaliation for the role of her husband, former Ambas-
burton, following a months-long Department of Defense sador Joseph Wilson, in discrediting the report that Iraq was
probe into Halliburton’s overcharging about $61 million for purchasing uranium from Niger in order to build nuclear
gasoline the company supplied to the U.S. occupationin Iraq. weapons. Cheney'’s chief of staff and national security advi-
The new investigation, which was referred to Justice by thesor, I. Lewis “Scooter” Libby, has been questioned about his
Pentagon, will look into whether Halliburton violated the role in the leak.
Federal False Claims Act, under which Halliburton could be
forced to pay back up to three times the amount of fraudCheney’sWeb Unravelling?
reported thaVall . Journal on March 11. There could also Halliburton’s profiteeringisjustone facetofamuchlarger
be criminal charges. picture of Dick Cheney’s web of deceit and corruption, which

At the same time, on March 9, testimony elicited from emerged the week of March 8 at two major Congressional
CIA Director George Tenet during hearings of the Senate  hearings: the Senate Armed Service Committee’s questioning
Armed Services Committee, confirmed that a unit of the Penef Tenet, when he appeared to present an assessment of the
tagon, the Office of Special Plans (OSP), and the related Pol-  world terrorist threat; and the special hearing by the Republi-
icy Counter-terrorism Evaluations Group created and run byan-controlled House Government Reform Committee on
the neo-conservative cabal that reports to Cheney'’s office, March 11, which centered on Halliburton’s overcharging and
gave secret briefings to the Office of the Vice President, angrice-gouging.
to the National Security Council, pumping up reports of links As the Congress was investigating, several shakeups at
between al-Qaeda and Saddam Hussein, in order to justify thhe Pentagon occurred, suggesting that Cheney’s web is un-
invasion of Iraq. ravelling. These include:

Given Cheney’s close ties to Halliburton, it cannot be  « The pending resignation of DoD Comptroller Dov
ruled out that an independent counsel will have to be ap-  Zakheim was reported on March 11, just hours before he
pointed to look into possible criminal activities by the Texastestified to the Halliburton hearings. Zakheim has been an
oil firm. Cheney earned $44 million during his five-year ten-  intimate of the Paul Wolfowitz Irag war cabal at the Pentagon,
ure at Halliburton; he still receives deferred salary paymentsafter having been recruited by Wolfowitz to join the team
and holds options on 440,000 shares of Halliburton stock, of “Vulcans” led by war-crazy Straussians Wolfowitz and
whose price has skyrocketed since the Iraq war began iRichard Perle, the former chairman of the Defense Policy
March 2003. Board. The Vulcans “trained” candidate George W. Bush in

If that war—which has taken the lives of more than 2000, especially onthe Iraqwar strategy. Fellow Vulcan Perle
550 U.S. soldiers, more than 15,000 Iraqis, especially civil-  quit the Defense Policy Board on Feb. 18.
ians, and hundreds of forces of America’s occupation al- ¢ The cancellation of a $327 million contract for security
lies—has been horrible for the United States and devastating and support services in Iraq, that had been awarded to Not
for the entire Middle East, it has been a life-saving windfall USA and Erinys Iraq, companies which are linked to Ahmad
for Halliburton, which won up to $18 billion in contracts  Chalabi, leader of Iragi National Congress (INC), ahgkprote
for Irag reconstruction and security, most of them no-bidof Wolfowitz and Perle. The contract was suspended by the
contracts. U.S. Army several weeks ago, when it was revealed that INC

And that is precisely why an independent counsel is noassociates of Chalabi, a convicted criminal who embezzled
out of the question. It would be the second time an indepen- $70 million from his own Petra Bank in Amman, Jordan in
dent counsel was appointed since the Iraq war, and it may ndi992, had been fabricating intelligence through INC-con-
be the last. The first, ongoing probe led by an independent  trolled “defectors” about alleged Iraqi WMD. Sources in the
counsel is looking into the leaking of the identity of a covert Washington intelligence community tol R that the INC
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“system” involved deliberate seeding of the defectors’ reports
with known, verified information, such as serial numberson
Iragi stockpiles of armaments, so that the reports would ap-
pear authentic. Reportsin Newsday of New Y ork, in February,
said that Chalabi received $2 millionin payment for facilitat-
ing the contract to Nour USA and Erinys|rag.

* Rep. Henry Waxman released new information from
the Defense Contract Audit Agency (DCAA) and the General
Accounting Office (GAO) on March 10, which revealed “ sys-
temic” problemsin giving the Iraq contracts to Halliburton.
At the House hearings, Waxman called the findings by the
DCAA “ascathing indictment of Halliburton,” and declared
that this* price-gouging and profiteering isseriousand should
never be tolerated.” Committee chairman Tom Davis (Va.),
astaunch Republican, wasunder so much pressurethat hewas
forcedto repeatedly mention the Vice President in connection
with Halliburton.

 Senate investigators from the Intelligence Committee
were scheduled on March 11 to question Michael Malouf, a
member of the Wolfowitz/Feith-created Counter-Terrorism
Evaluations Group (CTEG), which was behind the creation
of the trumped-up al-Qaeda/lraq report. Malouf’ s partner in
the two-man unit was David Wurmser, who now holds a post
on Cheney’ srump “National Security Council” inthe OSP.

Tenet’sInterrogation

On March 9, for the first time since their capitulation
to the imperia war policy in October 2002, leading Senate
Democrats used the occasion of Tenet's annual appearance
before the Senate Armed Services Committee to launch a
coordinated assault against Vice President Cheney, for going
outside official channelsto create his own rogueintelligence
pipeline, which played apivotal rolein disinforming the Con-
gress and the public before the Irag war.

Facing intense questioning by Democratic Senators Carl
Levin(Mich.), Ted Kennedy (Mass.), Mark Pryor (Ark.), Bill
Nelson (Fla.), and Jack Reed (R.1.), Director of Central Intelli-
gence Tenet admitted that Cheney had peddled intelligence
on Iraq's aleged nuclear weapons program, its links to al-
Qaeda, and allegationsthat I raq had mobile bio-weapons|abs
intrailers and unmanned aeria vehicles capable of releasing
biological and chemical weapons. All of that was false or
unproven, according tothe combined assessmentsof theintel-
ligence community.

Even more damning was the revelation about Feith's
briefings to the OSP and NSC in August-September 2002 on
Saddam Hussein's alleged ties to al-Qaeda. Tenet admitted,
under questioning, that he found out about the Feith briefing
to top White House policymakersonly “last week.”

Since June 2003, when he gave ahastily called press con-
ference about the OSP, Feith had claimed—uwith typical neo-
con arrogance—that the unit never briefed policymakers.
Feith isnow caught in the trap of his own coverup efforts. In
fact, Feith's secret briefing only came to light because of
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the five-month effort by Senator Levin to get answersto his
guestions about the OSP. Then, at the March 9 hearing, Sen.
John Warner (R-Va.), the Senate committee chairman, re-
leased acopy of aletter from Feith in which he admitted that
he had conducted the briefings, bypassing the CIA and other
official intelligence agencies. The briefing itself, according
to alL.os Angeles Times account, consisted of aslide presenta-
tion of so-called “intelligence” about Iragi linksto Osamabin
Laden; it featured attacks on the CIA, for failing to tout the
supposed Baghdad linksto the 9/11 terrorists.

The Senate revelationsfilled out an already damning pic-
ture of Cheney as the head of a rogue disinformation effort.
William Luti, aretired Navy Captain who was in Cheney’s
office at the start of the Bush 43 Administration, was sent
over to the Defense Department as head of the Near East and
South Asiapolicy planning shop, where he created the Office
of Special Plans as a war propaganda unit. Luti ostensibly
reported to Feith, but, according to former NESA staffers,
boasted that hewasreally working for “ Scooter,” referringto
Cheney’s chief of staff.

To make surethat Cheney cannot easily dodgetherevela-
tions, Levin released his Feb. 12 |etter to the Vice President,
in which he demanded that Cheney provide the intelligence
on which he based his claim that Iragq was close to having
a nuclear bomb. He also demanded that the Vice President
explain why he cited the Weekly Sandard’ s publication of a
leaked Doug Feith memo to the Senate Intelligence Commit-
tee, as proof that links existed between Saddam Hussein and
al-Qaeda.

That memo and has been denounced by intelligence com-
munity professionalsasacollection of raw leadsand disinfor-
mation. Tenet, too, concurred that theinformation about I rag/
al-Qaedalinksin the Feith letter is not trustworthy; but then
claimed he knew nothing about Cheney ever quoting the
leaked classified memo. The Senators made clear that his
claim that he is out of touch with what the Vice President—
a key policymaker—says, is hot to be tolerated. Levin and
Kennedy pressed Tenet to explainwhy hehad never corrected
the “ super-heated rhetoric,” such as the “mushroom cloud”
specter used by Bush, Cheney, and National Security Advisor
CondoleezzaRice.

Asmorerevelations surface about Cheney, he becomesa
liahility for Bush’ sre-electioncampaign. TheMarch5edition
of Coleman/Bartlett’ sWashington Focus, apolitical insiders
newsl etter, reportsthat many prominent Republicans, for the
first timein their lives, are planning to vote for a Democratic
Presidential candidate.

Author Charles Bartlett, a onetime close friend of Presi-
dent Kennedy, writes that one of the leading “political vul-
nerabilities” for the Administration is Halliburton’s “plush
rewards’ in the lrag contracts. He adds that if Cheney’s
other “judgments’ are “as bad as the Halliburton record
suggests, Bush will be sadly mistaken to run with him a
second time.”
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Debates Rage in Congress
On HAVA Computer Vote Act

by Edward Spannaus

EIRhas obtained two “Dear Colleague” letters, now circulat-  could result in more, rather than less, voter disenfranchise-
ing in Congress, on the subject of whether or not to amenanent and error.
the 2002 Help America Vote Act (HAVA), to require the We are certainly aware of the alleged concerns that have
printing of a paper record, which would allow an election to been raised in recent months regarding security issues asso-
be audited and ballots to be recounted. The first, opposingany  ciated with computer-based voting systems and technolog
effort to amend HAVA, is being circulated by its original ies, especially Direct Recording Electronic (DRE) voting
sponsors. The second is being circulated by some ofthemany  systems. These concerns are neither new nor unanticipat
sponsors of a bill which would require a “voter-verified pa- by HAVA. To address security-related issues, HAVA creates
per trail.” a Technical Guidelines Development Committee, chaired

EIR believes that computerized voting mustmned by the Director of the National Institute of Standards and
altogether on an emergency basis, and that the November  Technology (NIST), to assist the new Election Assistance
election must be conducted entirely with paper ballots, as th€ommission (EAC) in developing guidelines and standards
best means of preventing vote fraud and the theft of the 2004  to ensure the reliability of the computer technologies being
elections. (A fuller explication of the fraud of HAVA and the employed in voting systems. These standards will focus not
need for its banning can be foundHhR, Feb. 27 and March only on the security of computer and network hardware and
12,2004.) software and data storage, but also on the detection and

Nevertheless, we believe thatthe Congressionalexchange  prevention of fraud and the protection of voter privacy.
of letters (excerpted here) is useful in illustrating how defen-Additionally, HAVA provides that the testing and certi-
sive the original sponsors of HAVA have become, intheface  fication of voting system hardware and software must
of growing public and Congressional opposition to touch-take place in accredited laboratories. NIST initiated this

screen voting. process with a two-day public conference this past Decem-
ber, 2003.
The goal of HAVA is to ensure that every eligible Ameri-
HAVA SpOHSOI‘S can has an equal opportunity to cast a vote and have that
vote counted. HAVA does not mandate the use of DRE
March 3, 2004 systems. It does require, however, that voting systems be
enhanced to avoid the errors and accessibility problems asso-
Dear Colleague: ciated with antiquated systems, such as punch cards. Com-

As the principal authors of the Help America Vote Act  puter-based voting systems have a demonstrated track record
(Public Law 107-252) (HAVA), signed into law by President of achieving this goal, particularly for persons with disabili-
Bush on October 29, 2002, we feel compelled to express our  ties. While there are risks associated with any technology
concerns about recent legislative efforts that promise enthe solution is not to rush to judgment by returning to flawed
hanced electronic voting system security. Various proposals  systems. Rather, the answer is to allow the Commission
have been introduced in the House and Senate, but a commtwgether with the active input of election officials, computer
feature of these bills is they would amend HAVA to require  experts, and civil rights groups representing voter interests,
that all voting systems, including electronic and computer+to develop standards for ensuring the security of all voting
based systems, produce or accommodate a “voter verified systems, as required under HAVA.
paper record.” Not only are such proposals premature, but The proposals mandating a voter-verified paper record
they would undermine essential HAVA provisions, such as  would essentially take the most advanced generations of
the disability and language minority access requirements, anelection technologies and systems available and reduce them

EIR March 19, 2004 National 67



to little more than ballot printers. While such an approach
may be one way to address DRE security issues, it would,
if adopted, likely give rise to numerous adverse unintended
consequences. Most importantly, the proposals requiring a
voter-verified paper record would force voters with disabili-
ties to go back to using ballots that provide neither privacy
nor independence, thereby subverting a halmark of the
HAVA legislation. There must be voter confidence in the
accuracy of an electronic tally. However, the current propos-
als would do nothing to ensure greater trust in vote tabula-
tions but would be guaranteed to impose steep costs on
States and localities and introduce new complications into
the voting process.

Questions regarding voting systems' security, aswell as
many others, need to be examined by the entity responsible
for doing so under existing law, the Election Assistance
Commission, before Congress beginsimposing new require-
ments, just monthsbefore the 2004 Presidential and Congres-
sional elections, that have not been fully considered. The
security of voting technology is a non-partisan issue. We
encourage you to alow HAV A to beimplemented asenacted
and provide those who are charged with ensuring the security
of voting systems the time and flexibility needed to get the
job done effectively.

Sincerely,

Representative Robert W. Ney (R-Ohio)
Representative Steny Hoyer (D-Md.)
Senator Mitch McConnell (R-Ky.)
Senator Christopher J. Dodd (D-Conn.)
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Brave new world of
HAVA: elections by
computer without valid
record or recount.
Congressional critics of
the Act, which again
resulted in corrupted
electionresultson
March 9, in California,
are gtill not aiming to
repeal it, asisneeded to
save constitutional
elections.

HAVA Critics

March 9, 2004

A vote count with integrity—beforeit’stoo late.

Dear Colleague:

Recently, a letter circulated by Representatives Robert
Ney and Steny Hoyer, and Senators Mitch McConnell and
Chris Dodd, argued that legidlation to amend the Help
AmericaVoteAct of 2003 (HAVA) torequireavoter verified
paper trail is*“premature” and could be detrimental. It isun-
derstandable that the authors of the Help America VVote Act
would besensitivetoamending that | egislation. We supported
it,and westill support it. But we do not support the suggestion
that Congress should continueto sit by as election after elec-
tionisconducted with no meaningful way to audit the results.

The Voter Confidence and Increased Accessibility Act
(H.R. 2239 and S. 1980) has bipartisan support and more
than 120 bipartisan cosponsors. Seventy organizations have
endorsed the companion bills, including chapters of political
parties from one end of the political spectrum to the other.
Dozensof newspapersfrom acrossthe country have editorial -
ized in their favor. In addition to S. 1980, two other bills on
the subject are pending in the Senate. The breadth and depth
of support for H.R. 2239 and S. 1980 are dueto their promise
to restore confidence and accountability to our elections.
Without anindependent, voter-verified paper trail, wewill be
able only to guess whether votes are accurately counted.

HAVA's authors have suggested that we are advocating
“areturn to flawed systems.” Thisis not the case. The Voter
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Confidence and Increased Accessibility Act requires paper
ballot systems in November 2004 only in the jurisdictions
whose electronic equipment is not yet capable of producing
avoter verifiable paper record. Moreimportantly, paper ballot
systems are not “flawed.” A 2001 Caltech/MIT study found
paper balot systems have lower error rates than al other
voting methods, including direct recording electronic (DRE)
machines. By 2006, all jurisdictions would be reguired to
deploy the certified voter-verified paper trail system of their
choice. . ..

Notwithstanding the foregoing concerns expressed by
HAV A’ sauthors, thereisbroad support for therequirement of
voter-verified paper trailsamong publicinterest and disability
groups. The following statement, in fact, has been endorsed
by more than forty civil rights, public interest and disability
advocacy groups:

“New voting machines should provide a‘ voter-verifiable
paper audit trail’ and incorporate ‘ data-to-voice' technology
to ensurefull accessby all.”

In addition, the United States Department of Justice is-
sued an opinion in October 2003 that, although it did not
mention the Voter Confidence and Increased Accessibility
Act, confirmed the legal soundness of what the bill seeks to
mandate. It concluded:

A direct recording electronic voting system that pro-
duces a contemporaneous paper record, which is not
accessible to sight-impaired voters but which allows
sighted voters to confirm that their ballots accurately
reflect their choi cesbeforethe system officially records
their votes, would be consistent with the Help America
Vote Act and with Title Il of the Americanswith Disa
bilities Act, so long as the voting system provides a
similar opportunity for sight-impaired votersto verify
their ballots before those ballots are finally cast.

HAVA'’sauthors urge you to wait for the Election Assis-
tance Commission (EAC) to empanel the required Technical
Guidelines Devel opment Committee, whichthey suggest will
“ensure the reliability of the computer technologies being
employed in voting systems.” But how can it? HAVA re-
quired jurisdictions to request funding to replace obsolete
equipment by April 2003 and, without awaiver, deploy their
new equipment by November 2004. Millions of dollars in
HAVA funding to replace obsolete voting equipment were
requested, and disbursed, intheearly part of 2003. Purchasing
decisions were being made, equipment was being deployed.
Andall thewhile, therewasno EAC, and therewasno Techni-
cal Guidelines Devel opment Committee.

The EAC Commissionersthemsel ves were not appointed
until December 2003, and to this day there is no Technical
Guidelines Devel opment Committee. Evenif therewere, itis
not required to produce guidelines until nine months after its
members have been appointed. Even if it released guidelines
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tomorrow, theguidelinesarevoluntary, asdetermined by HA-
VA’sauthors, and could be changed with the stroke of apen.

We believe that the Technical Guidelines Development
Committee has animportant role, and welook forward to the
day it is empanelled. We are working, in fact, to ensure that
the EAC receives al the funding it needs as expeditiously as
possible. But the core of the solution to the el ectronic voting
security crisisisaready onthetable, and abroad cross-section
of thevoting public has already spoken out initsfavor with a
resoundingvoice. They want avotecount withintegrity. They
want avoter-verified paper trail.

Unless Congress addresses this problem immediately by
requiring voting machinesto produce apaper record that vot-
ers can verify, November 2004 will make November 2000
look like afond memory. Indeed, we have already seen elec-
tions across the country suffer from oneirregularity after an-
other after implementing unauditable electronic voting ma-
chines. Allowing ourselves to repeat these mistakes in 2004
would be bad for the public, bad for our democracy, and bad
for both political parties.

That iswhy we have introduced H.R. 2239 and S. 1980,
The Voter Confidence and Increased Accessibility Act of
2003, billsto amend HAV A to require avoter-verified paper
record for all votes cast in Federal elections. . . .

Sincerely,
Representative Rush Holt (D-N.J.)
Senator Bob Graham (D-Fla.)

2QSED!
i ' Vote
Fraud

by
Computer

Bev Harris’

new book
provides an
extensive profile
of methods for
ballot-tampering
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$1 9.95 plus shipping and handling
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Talion Publishing
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Congressional Closeup by carl 0sgood

Democr atsPressure GOP Senate Begins Debating budget are also making some mode
on Manufacturing Jobs Budget Resolution ate Republicans nervous and they b¢-
Further evidence that Democrats in-The Senate began 50 hours of debate, lieve that all discretionary prograns,
tend to use the collapse in manufactur- onMarch 8, onaFiscal Year 2005 baduding defense, ought to be on th¢
ing jobs against the GOP this electiorget resolution that maintains the previ-  table.
year, was provided by Rep. Bernie ous year’'s $814 billion discretionary
Sanders (I-Vt.) and House Democratspending cap, and reduces the ZOOR ]
who appeared with him ata press con-  defense budgetby $7 billion. The rdsd-eed, Hagel Bill To
ference on March 3, introducing legis-lution, passed out of the Senate Budgdtncr ease Army Strength
lation to discourage American compa- Committee on March 4, by a party-li@a March 4, Senators Jack Reed (D-
nies from outsourcing jobs overseasl?2 to 10 vote, also promises toreduce R.l.)and Chuck Hagel (R-Neb.) infro-
The “Defending American Jobs Act” the Federal deficit by half, one yeducedabilltoincrease the Army’s end
targets those companies that receivearlier, by 2006, than PresidentBush’s  strength by 30,000 soldiers| to
loans, loan guarantees or grants from budget submission. It promise512,400. Last October, Reed and Hg-
the Federal government, by prohibit-deficit of $209 billion by 2009. The  gel had sponsored an amendmeft to
ing such aid if they lay off more Amer-  resolution also provides for $30 billiotihe $87 billion supplemental appropri-
ican workers than workers from theirfor military operations in Iraq and Af-  ations bill to do the same thing, which
overseas operations. ghanistan, for 2005. It provides faas adopted by the full Senate, but
Sanders told the press conferenc8126 billion in tax cuts that include dropped in the conference agregment
that “in my view, itis an insult to the extending provisions that expire at timder White House pressure. Reed
middle class of this country, thatend of 2004 and an extension of relief noted that Secretary of Defense Dpn-
American taxpayer dollars are being from the alternative minimum tax. ald Rumsfeld had authorized a tempg-
usedtoprovideloans. . .andsubsidies Democrats spared no effort in rary increase in Army strength [last
to huge and profitable corporations blasting the resolution. In a Marclahuary, an acknowledgement that the
who then say to the American peoplestatement, Sen. Kent Conrad (N.D.), Army does nothave enough peoplg for
‘Thanks for the welfare, chumps, but the ranking Democrat on the Budgé#tof the missions it is being called
we're closing your plant and taking Committee, declared that the resolu- uponto perform. “What they still haye
your job to China.” Rep. Peter De- tion “closely follows President Bushistrecognized,” he said, “is paying fon
Fazio (D-Ore.), a co-sponsor of Sandreckless budget proposal. It would ex-  these troops in a straightforward, £an-
ers’ bill, complained that jobs are now plode deficits and debt at the walgd fashion, so that the American pub
America’s number one export, andpossible time, just as we approach the lic recognizes the costs associated
said, “We not only need to change retirement of the Baby-Boom genesdth Iraq and Afghanistan, and we
these polcies and bring the jobs homéion.” Conrad added that while the  provide for these costs, not simply
and put a moratorium on further free  GOP claims that the resolution wollddk the can down the road.”
trade agreements, but, the number oneut the deficit in half in three years, Under the Pentagon’s cufrent
no-brainer is we should not be asking “the reality is that under their platans, the temporary increase in Army
the American taxpayers to subsidizdarge deficits would continue as far as  strength will be paid for out of the spp-
the export of these jobs.” the eye can see.” Evenif it could kepfemental. Under Reed and Hagel's
Meanwhile, in the Senate, Carlits promises regarding the deficit, the legislation, the increase becomes part
Levin (D-Mich.) and Byron Dorgan resolution would still add $2.8 trilliorof the regular budget. “I believe we
(D-N.D.) announced on March 4 thatto gross Federal debt between 2004 can't afford for our long-term success
they would be introducing legislation and 2009. torely on these budgetary gimmicks,’
to eliminate the tax breaks that U.S. The Democratsare hopingtofinda Reed said. “We have to putthe mgney
companies get from setting up off- few moderate Republicans to—if thienthe budget. And that's what we will
shore subsidiaries in order to avoidcannot derail the resolution—at least do.” Secretary of Defense Donald
paying U.S. taxes. In their announce- modify it. Republicans in both Housasmsfeld, speaking to reporters o
ment, they particularly targetted cor-are divided overthe budgetplan. Some March 9, declared that there’s no need
porations that get U.S. government defense hawks are unhappy withfthehe Reed-Hagel bill and that th
contracts while hiding the profits theydefense budget cuts included in both stress on the force is being adequgtely
make from those contracts in offshore  the House and Senate versions ofrtheaged with the authorities that th
tax havens. resolution. The massive deficits in the Defense Department has, now.
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National News

Soros Gang JoinsPerle
Crusadevs. Saudi Arabia

The Democratic think-tank Center fo
American Progress (CAP), funded by f
nancial wizard George Soros, isjoining ne
conservative Richard Perle’s campaign
bash Saudi Arabia. CAP’s “Progress R
port” of March 11 launched a multi-layere
assault on Saudi Arabia, presented as an
tack on the two Bush Presidents, 41 and 4

With Perle out of the Defense Policy Board, written by theMiami Herald's Andres Op-

itappearsthatthe Soros Democrats are be
dragged out to do some of his dirty work.
The attack on “The Saudi Connectior
guotes from a new book calledouse of
Bush, House of Saud, accusing G.W. Bush

of spiriting Bin Laden family members and

other suspicious Saudis out of the Unite

States after 9/11, among other allegations.

Huntington’s Racist
Ravings Spark Debate

Harvard professor Samuel Huntington’s d
atribe against the “threat” posed to “Anglq
Protestant” America by Hispanic immi
grants (see last weekEIR), has set off a
“debate,” as intended, over his racist prov
cation. The Carnegie EndowmenEereign
Policy kicked off the campaign with its
splashy March/April cover story, “Jos€an
You See?” on Huntington's new book
which maintains that the new enemy imag
forthe United Statesis the 15% of its popul
tion who are of Hispanic origin.

Business Week's March 15 cover
screams: “Hispanic Nation. Hispanics are
immigrant group like no other. Their hug
numbers are changing old ideas about ass

ilation. Is America ready?” The article rer

hashes Huntington’s absurd arguments,
cluding questioning whether people wh
speak two languages fluently, rather th
only English, can really be patriotig
Americans.

London’s Economist magazine of
March 4 thinks Huntington “has some se
ous points on his side,” but warns with un

of closing the borders would be far bigge
than keeping them open, by starving t
economy of some of its most energetic wor

derful source of cheap labour.”

TheNew Republicon March 3 published
r University of Chicago professor Danie
- Drezner's commentary, that while some
0- Huntington’s points are “dubious,” he doe
toindeed, make “some provocative and wort
e-while points.”
| Not all press coverage was so favorab
atiowever. A blast against Huntington’
3pseudo-academic xenophobic rubbish

ngenheimer and titled “Racists Will Lovg
New ‘Hispanic Threat’ Book,” was pub-
" lished on Feb. 26 in a number of Knight
Ridder papers around the country.

d

LaRoucheDemsWinin
LosAngelesPrimary

The election of five supporters of Lyndo
LaRouche to the Los Angeles Democrat]
Central Committee in the “Super Tuesday
primary election on March 2, is drawing at

i- tention from the regional press.Ldfe
- AngelesTimeson March 9 reported the new
under the snide headline, “Winning an
scure race. Committees of local parties 3
not well known but play important rol
drumming up support for area candidates
While the article tried to play down the s
nificance of the LaRouche victories, b
, claiming that no one knew who they W
jevoting for, the paper was nonetheless forc
- to recognize that something seismig
happened.
Four of the five winners are members
anthe LaRouche Youth Movement.
] “Among the candidates elected, A
mElaire Shavin, who lives in Glendale, gotth
most votes in Burbank and Glendale,” n
nthe author, who adds, “Of the seven seats
o  for grabs in the 43rd [Assembly Distr
analso voted in was a slate of five Lyndo
LaRouche supporters. LaRouche, a De
cratic primary candidate for president, an
his supporters are running a campaign ba

- on stopping a government that they say ¢
ters to bankers, and one in which the D

0-

derstated British pragmatism, that “the co
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r Limari K. Navarrete, described as “a
eGlendale resident and LaRouche supporter
whowon aseatonthe committee,”is quoted,

ers.” These immigrants are, after all, “awon- “We're taking back the Democratic Party to

represent the forgotten man and woman.”
“The slate is significant,” said Andrew
| Westall, acommunity college professor and
of  local party activist who also won a seat.
5,  “Thereis the possibility that they could con-
h-  trol the 43rd Assembly District delegation
in the County Central Committee,” Westall
said, adding they would have a say in making
endorsements, “now that they have a major-
ity on the 43rd.”

€,
5

”
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" Computer Vote Fraud
In California Election

The national scandal over computerized vot-

ing continues to build, as 7,000 ballots were

wrongly recorded in California’s Orange

County alone. According to tHeos Angeles

Timeson March 9, of the votes cast on elec-

tronictouch-screensin Orange County inthe

March 2 primary, 21 precincts counted more
ballots cast than there are registered voters.
At these polling places where turnouts ex-
ceeded 100%, an estimated 1,500 voters had

their ballots tabulated for the wrong pre-

5 cinct. Tallies at 55 other polling places with

obtificially highturnouts, suggestthatatleast

re 5,500 ballots were incorrectly counted.

e in Five of the county’s six Congressional

.races, four of its five state Senate elections,

gand five of the nine Assembly races were

y affected. Election officials claimed thatnone

erd the results was in jeopardy.

ed Hart InterCivic, which manufactured

l@2rdnge County’s computerized voting sys-

tem, said it would be impossible to get an

oéxact account of miscast ballots, because of

measures the company had taken to ensure

nfigoter secrecy.”

e Each voter was given a four-digit code

otEEsenter into the electronic voting machine,

up  but for several thousand voters, the wrong

icthallot appeared on the screen. More than one

n precinct had been assigned to some polling

erlaces.

d Asaresult, voter turnout figures in some

1s@decincts were inflated—even to nearly tri-

a- ple the number of registered voters—while

emeighboring precincts recorded artificially

h
C

”

stcratic Party has not shown leadership.”

low turnouts.
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Editorial

The Battle Among the Dermocrats

While some might think that the fight for who will be
the Democratic Party nominee in the 2004 Presidential
electionsis“over,” infact, thereisaraging battle going
on for the soul of the Democratic Party, which will
determineitsfuture. Thequestionisthefollowing: Will
the Democratic Party break from the suicidal policy of
silencing and containing Presidential candidate L yndon
LaRouche; or will the party allow itself to be captured
by a group of outright Schachtian fascist bankers,
grouped around the person of Felix Rohatyn of the La-
zard Brothers Bank?

Rohatyn, aleading light of the Democratic Party, is
currently seeking to determine the policy of “frontrun-
ner John Kerry” for hisown Schachtian policies. These
policies, like those which the same Felix the Fixer im-
posed on New York City in the mid-1970s, call for
imposing draconian austerity on the U.S. population,
in order to save the power, and much of the assets of
the bankers.

Rohatyn’ sfirm, Lazard Fréres, hasalong history of
promoting the Synarchist agendaof Schachtian fascism
and war, especidly in the 1930s and 1940s. It was La-
zard Paristhat hel ped launch the Banque Worms finan-
cia operations that were at the heart of the Synarchist
takeover of France. After the American declaration of
war against Hitler, Lazard agents penetrated the Gaull-
ist resistance, and captured key posts in the postwar
French government’s ministries. Andre Meyer was a
key player in these events, allied with the Synarchist
Harriman and Dillon Reed interestsin the United States.
AndreMeyer hand-picked Felix Rohatynashisprotégé,
and made Rohatyn'’ s career.

If John Kerry islistening to Rohatyn, or to hisfriend
Ted Kennedy under conditions that Kennedy is listen-
ing to Rohatyn, it will be adisaster of thefirst order.

The aternative tradition of the Democratic Party is
that of Franklin Delano Roosevelt, whichisrepresented
today by LaRouche, the recognized nemesisof the Syn-
archist bankers, and their economist apologists, for
more than 30 years.

The conflict was joined as long ago as December

1971, when LaRouchehad aformal debatewith Keyne-
sian economist Abba L erner at Queens Collegein New
York City. When pressed by LaRouche on the fact that
his “academic” economic policy recommendations
would require the imposition of a fascist dictatorship,
Lerner blurted out an endorsement of the economist
who had set up the Nazi looting program, Hjamar
Schacht. “1f the Germanshad listened to Schacht, Hitler
would not have been necessary,” Lerner said, thereby
exposing himself to al the students in the room as an
advocate of fascist policies.

Since that time, the top financiers have put out or-
dersthat L aRoucheisnot to be given the recognition of
being debated. But that has not saved them from the
impact of LaRouche's consistent organizing against
Schachtian fascism. In the period of 1971-75,
L aRouche came closeto putting together acombination
of nations, and of political leaders, who would have
enforced a debt moratorium, and blown apart the geno-
cidal austerity schemesthat werebeingimposed by such
agencies as the IMF, internationally, and Big Mac and
the Emergency Financial Control Board in New Y ork
City. Felix Rohatyn hasundoubtedly not forgotten these
political battles; and today, withtheworldfinancia sys-
tem hanging by the proverbia thread, heisall the more
determined that LaRouche's solution be kept off the
table.

This conflict will have to be decided by the time
of the Boston Democratic Party Convention. A party
dominated by Rohatynwill lead the Democratstoward a
new program of budget cuts and national destruction—
sold asbeing “fairer” than President Bush’s, but disas-
trous just the same. A party which has opened up to
LaRouche, and his discussion of an economic alterna-
tive, can lead the Democrats into once again taking on
theroleof FDR, with hiscommitment to using the gov-
ernment, and government credit, to promotethegenera
welfare and prosperity again.

Right now, the battle of LaRouche vs. Rohatyn is
occurring behind the scenes. It’ stimeto bringit intothe
open, for the sake of the party and the nation.
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