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From the Associate Editor

T here’s no way of getting around it: The people who are running
United States policy are insane. The President’s State of the Union
speech was an unmitigated disaster, and suggests that the “clash of
civilizations” ideologues who masterminded the Sept. 11 terror at-
tacks have succeeded, at least for now, in achieving the policy goals
of their coup d’¢at against the Presidency. As part of this, the U.S.
government is giving unabashed support to Israel’s Ariel Sharon, in
carrying out an extermination policy against the Palestinians, mod-
elled explicitly on the Nazi extermination of Jews in the Warsaw
Ghetto. Queried on news reports that Israeli Defense Forces officers
are studying the actions of the Waffen-SS against the Ghetto in order
to copy them, an Israeli official spokesman said that it was perfectly
“legitimate” for them to do so. And further, as the economy sinks
deeperinto depression every day, the U.S. Administration announces
that the “recession” is over, and we are now going to gear up for a
$48 hillion increase in military spending, for war on those who are
said to constitute an “axis of evil.”

The good news is, that there exists a political leader whnoiis
living in a state of delusion, but who is prepared to tell the truth, and
who knows what must be done to steer the world economy out of the
maelstrom into which it is descending. In deeature, Lyndon H.
LaRouche, Jr. contributes the Foreword to aforthcoming book-length
study of economic recovery policy. “We have, still,” he writes, “even
at this late date, the opportunity to survive, but, if that is to occur, two
conditions must be met. First, we must make the implied sudden,
and radical, changes in the cultural paradigms governing our policy-
making. Second, we must do this promptly, without whimpering
delays.” The full study will contain a longer methodological analysis
by LaRouche, complemented by a ground-breaking historical report
on how President Franklin D. Roosevelt got the country out of the
Depression of the 1930s, using the methods of the American System
of political economy.

For LaRouche’s statement on the fascist Israeli government pol-
icy, “Gotterdanmerung in Palestine,” seaternational. This state-
ment is being circulated in 100,000 copies, to mobilize people of
good will everywhere, including in Israel itself, to join LaRouche and
stop the genocide.
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Argentina Proves: If It Isn’t
LaRouche’s Plan, It Won't Work

by Dennis Small

“The governments of Ibero-America will be soon confronted pronounced that Argentina has “been off and onin trouble for
with saving their nations from the chaos which a collapse of7fOyears ormore. . . . Andthey like it that way. Nobody forced
the international banking system will bring. When the immi-  them to be what they are.”
nentbanking collapse occurs, those governments will be con- What the Argentine debt blow-out actually shows, how-
fronted with political decisions which must be made within ever, are two facts that confirm LaRouche’s words, facts that
days. There will be no time available for scholarly commis-all of the above-mentioned actors find too unpleasant to admit
sions to spend weeks or even months in constructing long- publicly . . . at least for now:
winded academic treatises. Governments must act immedi- 1. That the Argentine crisis is merely a microcosm of the
ately, within days, in decisions which have revolutionary im-  global financial blow-out, and that it is small change com-
pact on existing banking institutions and monetary agreepared to what is coming in Japan, and on the dollar markets
ments, decisions of broad and profound scope, and of great  more broadly; and
pungency and substance.” 2. That, by their very nature, neither the global financial
This extraordinary prognosis was written almost 15years  crisis nor its local Argentine expression, can be solved by an
ago by Lyndon LaRouche, in an introduction to the Schillerreforms or measures short of LaRouche’s plan for a complete
Institute’s Spanish-language bodkero-American Integra- bankruptcy reorganization of the entire international financial
tion: 100 Million New Jobs by the Year 2000. system, and of national banking systems withit. Other propos-
For Argentina, the clock has beenticking off those prover-  als may be deemend more politically palatable or expedient
bial “days,” ever since an explosion of popular outrage ornthe only problem isthey won’t work—not in Argentina, and
Dec. 19-20 last year toppled the government of the singularly ~ not globally.
grey President Fernando de la&@and his Harvard-trained An analysis of the Argentine case shows why. We will
sorcerer, Finance Minister Domingo Cavallo. The interven-  demonstrate that what used to be codesidestazidebt in
ing weeks since then have witnessed a succession of Argeiithird World countries, has been thoroughiter nationalized
tine governments, each stumbling around in search ofaviable  over the decade of the 1990s, and that a single, globaliz
policy to tame the country’s crisis, to the counterpoint of anforeign debt bubble has thereby been created—a bubble
interminable international procession of self-serving “ex-  which is today largely illegitimate, completely bankrupt, and
perts,” each eager to “draw the lessons” of the Argentinevhich has dragged nearly every national banking system in
blow-out. the world down with it, into de facto insolvency.
The International Monetary Fund blamed Argentina for
failing to apply IMF policies with sufficient rigor. Thé/all ~ The Debt Is lllegitimate
Sreet Journal blamed the IMF for lending Argentina too We begin by presenting the now-notorious “Bankers’
much money and not cutting them loose sooner. And U.S. Arithmegigufe 1).
Treasury Secretary Paul O’Neill, with his characteristic tact, Argentina’s official foreign debt rose steadily from $26

4 Economics EIR February 8, 2002



FIGURE 1
Argentina: Bankers’ Arithmetic
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billionin 1980toabout $60 billionin1990; it briefly stabilized
for afew years; and then it climbed again to $142 billion in
2001. Over this21-year period, Argentinapaid atotal of $120
billionincumulativeinterest paymentsalone—i.e., amortiza-
tion payments are excluded from consideration. This $120
billion amounts to almost 4.5 times the original debt owed
back in 1980; and yet, that principal grew more than fivefold
over the same period. Or, in bankers' arithmetic:

$27 billion — $120 billion = $142 billion.

Thisrepresentation of bankers' arithmetic—which holds
astrue for the entire Third World debt as it does for Argen-
tina—points to the underlying illegitimacy of the country’s
foreign debt. What we mean by illegitimacy, is that the debt
showing on the books either was never actually contracted or
received by the debtor party inthoseamounts; and/or, that the
amounts originally contracted and received have been fully
paid off one or more times—this as measured in the same
units of economic account in which the debts were origi-
nally contracted.

Inthecaseof Third World debt (suchasArgentind s), that
unit of account is best conceived as a proportion between the
dollar (the general debt currency) and the physical economic
wealth generated by the debtor; a proportion which is, typi-
cally, mediated through the debtor country’s national cur-
rency.

What shows up as the outrageous “bankers arithmetic”
is, thus, actually caused by four underlying factors:

Arbitrary, forced devaluations of the debtor country’s
national currency. These have the effect of instantaneously

EIR February 8, 2002

raising the foreign debt owed, as measured in local currency
(i.e., the closest monetary equivaent of domestic physical
economic production). For example, Argentina sofficia for-
eign debt of $142 billion could be paid off, for most of 2001,
with 142 billion pesos, since there was a one-to-one fixed
exchange rate between the peso and the dollar. But when the
Eduardo Duhalde government in January 2002 devalued the
pesotol.4tothedollar, Argentina sofficial foreign debt leapt
from 142 billion pesos, to 200 billion pesos, in the twinkling
of an eye.

Deterioration of the debtor’s terms of trade. Thissim-
ply meansthat thegoodsthat debtorsimport (typically, manu-
factured products) rise in cost, while the goods they export
(typicaly, agricultural and mining primary products) dropin
price. Thus, the physi cal -economi c equival ent required to pay
off agiven amount of debt, rises over time.

Rising interest rates.In less polite terms, thisis known
as the usury syndrome. Once a country is indebted and be-
holden to its creditors, they arbitrarily jack up interest rates
and make the servicing of the original debt impossible. What
ensuesisaroll-over or refinancing process, whereby unpaid
interest is capitalized (enlarging the debt), and new, higher
interest rates are set on the new, larger debt.

In the 1980s, the ratcheting up of interest rates was
accomplished mainly by Federal Reserve Board Chairman
Paul Volcker's stratospheric interest-rate policy. More re-
cently, the preferred mechanism has been to use credit-
rating agencies such as Standard and Poors and Moody’s.
By decreeing that a given country, such as Argentina, has
become a greater “risk” for lenders (usually because they
have hesitated at implementing one or another IMF condi-
tionality), these agenciestrigger an across-the-board interest-
rate rise for the borrower, by pronouncing that their “ country
risk” factor has worsened. For example, Argentina’ s “coun-
try risk” broke 3,000 points at the height of its 2001 crisis—
meaning it had to pay 30% more than the yield on equivalent
U.S. Treasury bonds, for any lender to place money with
them.

lllegal capital flight. Thisisweathintheform of foreign
exchange that is literaly stolen from the country, wealth
which could otherwise have been used to devel op the country,
and/or to pay down the foreign debt. For example, in Argen-
tinatoday there are criminal investigations under way in the
courts and in the national congress, which are looking into
capital flight of up to $30 billion, over thetwo- to three-month
period at the end of 2001. Those accused of this plunder are
the country’ s principal banks—HSBC, Citibank, BBV A, and
so on—which are also major creditors of the Argentine gov-
ernment and private sector.

What we have hereisthe equivalent of theloan shark who
first picks your pocket, and then howls in protest when you
tell him you no longer have the money to repay him. In the
case of the loan shark, the solution is obvious: a) arrest him
for theft; b) take back the money he stole from you; and c)

Economics 5



recal culate what you owe him, to seeif thereisany legitimate
debt left after you subtract for the above four factors. What-
ever isillegitimate should not be paid—becauseit isnot actu-
aly owed.! Or, as LaRouche succinctly put it in answer to a
question about Argentinaduring his Jan. 24 webcast:

“1f you impose upon anation, policieswhich bankrupt it,
which threaten its people biologically, which threaten geno-
cidal effects, then your financia claims, on account of that
system, have no moral authority, per se. Therefore, your
claims are subject to reexamination, from the standpoint of
bankruptcy proceeding, under the principle of the General
Welfare.”

A Taleof Two Bubbles

Return to Figure 1, and note that Argentina s official for-
eign debt levelled off for afew yearsaround 1990, and that a
similar process would appear to be under way today. But,
appearances are deceiving.

What happened in the early 1990s is that Argentina was
one of thefirst countriesto be subjected to the “ Brady bond”
reorganization of its foreign debt. Under this plan, debtor
nations that had reached the limit of their ability to service
their foreign debt, and were at the edge of default, were en-
couraged by theU.S. Treasury Department (at thetimeheaded
by Nicholas Brady) to issue anew form of bond in exchange
for their old, non-performing loans. And so, “Brady bonds’
were born—although they were actually the brainchild of the
Deputy Secretary of the Treasury, David Mulford.

This swap of bonds for loans momentarily lowered the
victim countries’ total foreign indebtedness, in exchange for
their agreeing to fully implement the Thatcher-Bush New
World Order of unrestrictedfreetradepolicies, policieswhich
are collectively known as“ globalization.”

Thus, a new looting mechanism was successfully put in
placein the early 1990s across most of the Third World, just
at the point that the previous approach could no longer extract
sufficient physical-economic wealth from the targetted popu-
lation to keep the bubble afl oat. Argentinais perhapsthe best
case-study of how this process worked.

On April 1, 1991, under the government of the elder
George Bush’s buddy President Carlos Menem, Argentina's
Finance Minister Domingo Cavallo—a Harvard protégé of
David Mulford, of Brady bond fame—established acurrency
board in Argentina, under which a strict one-to-one parity
was set between the Argentine peso and the U.S. dollar, and
the government and Central Bank were prohibited by law
from printing pesos unlessthese werefully backed by dollars
held as foreign reserves. In other words, Argentina handed
its monetary sovereignty over to the U.S. Federal Reserve
system. Although Cavallo left government in 1996, his cur-

1. Tothebest of our knowledge, thefirst published presentation of theconcept
of illegitimate debt came from the LaRouche movement, in the Schiller
Institute’ s 1986 book, |bero-American Integration.
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FIGURE 2
Real Foreign Debt, 1993
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rency board policy remained in effect until December 2001.

What ensued over the 1990swastherapid “ dollarization”
of the Argentine economy: Most of the country’s prices of
goods, contracts, and domestic debt instruments became de-
nominated in dollars. In this fashion, entire chunks of what
was nhominaly “domestic debt™—for example, loans issued
inside Argentina, by Argentine banks, to Argentine custom-
ers, but denominated indollars—became*“ internationalized,”
and transformed into de facto foreign obligations.

EIR was thefirst publication in the world to take note of
this new phenomenon—of areal foreign debt significantly
larger than the officia foreign debt—in Third World nations.
In late 1993 speeches delivered in Sonora, Mexico and Kie-
drich, Germany (see EIR, Jan. 21, 1994), this author warned
that, as of late 1993, Mexico’ sreal foreign debt was actually
$142 hillion, and not the official $121 hillion, because “there
are at least another $21 hillion in Mexican treasury bills, or
Cetes, which are currently held by foreigners.”

Attheend of that sameyear, Mexico’ sforeigndebt bubble
blew apart along precisely that fault line, of foreign-held
Cetesthat had been transformed into dollar-denominated Te-
sobonos in the Spring and Summer of 1994. The architect
of that piece of policy lunacy in Mexico was then-Finance
Minister Pedro Aspe—another Mulford protége.

That report in EIR noted that in Argentina, in addition to
itsofficial foreign debt of $63 billionfor 1993, “agiant bubble

EIR February 8, 2002



FIGURE 3
Argentina: Foreign Debt, Official vs. Real
(Billions $)
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of dollar-denominated internal [i.e., domestic] debt has also
been generated. The government itself hasissued $14 billion
in internal bonds, payablein dollars, while the private sector
has another $19 billion in dollar-denominated debts, princi-
pally high-interest-rate credit cards. So Argentinahasanother
$33 hillion in dollar obligations, bringing up its total real
foreign debt to about $96 hbillion.” Figure 2 reproduces a
graphic included in that 1994 report.

Figure 3 shows what happens when you add on these de
facto foreign obligations to Argentina s official debt figures
from the last two decades. The country’s real foreign debt
rises from $61 billion in 1990, to $232 hillionin 2001. More
significantly, the average annual rate of growth of the total
real foreign debt jumps from 8.4% over the decade of the
1980s, to astaggering 12.9% over the 1990s—anincreasein
the rate of growth of the bubble of more than 50%. Such are
the achievements of “globalization.”

Today, asin the early 1990s, the existing mechanismsfor
keeping the bubble afl oat, have cometo the end of theline—
globally, and in Argentina as well. This time around, how-
ever, thereis no debt bailout scheme that can work: The bub-
bleisnow growing so rapidly that the amounts of new mone-
tary instruments that are today required to salvage any given
“X” dollarsworth of debt, arelarger than“ X" itself. And the
underlying physical economy has been looted to the point of
breakdown. The parasite has overtaken the host.

Figure 4 presents a more detailed breakdown of the four
principal components of Argentina' s real foreign debt, over
the period 1990-2001.
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FIGURE 4
Argentina: Real Foreign Debt
(Billions $)
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FIGURE 5
Argentina: Foreign Debt and Domestic Debt
(Billions $)
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When we compare Argentina s total debt, both domestic
and foreign, in 1990 and 2001 (see Figure5), theresults are
startling: Not only has the combined debt bubble more than

Economics 7



FIGURE 6
World Total, ‘Emerging Markets’: Foreign
Debt, Official vs. Real
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tripled, from $78 billion to $248 hillion, but the real foreign
obligations have aimost completely gobbled up what used to
be domestic debt. In 1990, some 22% of Argentina’ s com-
bined debt bubble was domestic; but by 2001, only aminus-
cule 7% of the total was still domestic. The two debts had
merged into one, and had become “internationalized.”

Thisis not amatter of semantics. Domestic debt may be
directed to productive activitiesor not, but it functionswithin
the sovereign domain of the nation-state: It is issued in na-
tional currency; it isowed in national currency; and its treat-
ment remains within the purview of the national govern-
ment’ sbanking and monetary authorities. But over the course
of the 1990s, the decade of Thatcher-Bush globalization, do-
mestic debt has disappeared as a functionally distinct cate-
gory, not only in Argentina, but in @ most every nation around
theworld.

If welook at the foreign debt picture for all the so-called
“emerging market” nations (the Third World plus the mem-
ber-countries of the Commonwealth of Independent States of
theformer Soviet Union), we seeasimilar growth of defacto
foreign obligations beginning in 1990. EIR estimatesthat the
real foreign debt of these nationswasmorethan $4.137trillion
in 1999, more than 60% larger than the $2.554 trillion offi-
cially reported for that year (Figure 6).

Although this $4.1 trillion represents only 1% of total
financial aggregates (including derivatives) worldwide, or
$4.1 trillion out of $400 trillion (Figure7), it representsthat
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FIGURE 7
Foreign Debt and the Global Bubble
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Sources: Federal Reserve Board of Governors, “Flow of Funds Accounts”;
OMB, “Budget of the U.S., Fiscal Year 2001, Historical Tables”; Bank for
International Settlements; World Bank; EIR.

portion directly leveraged against nation-states, and for that
reason has particular political significance.

A Hamiltonian Reform of
The Argentine Banking System

If there is no longer domestic debt as such, as we have
argued above, then thiswould seem toimply that Argentina’ s
entire domestic banking and monetary system is as bankrupt
asitsforeign debt.

Indeed, it is. And that fact is of the greatest relevance
for determining what policies will and won’t work in that
country today.

Over the course of 2001, as Argentina became increas-
ingly incapableof repayingitsforeign debt, despite numerous
multibillion-dollar bailout packagesfromthe M Fand others,
the country’ s banking system was bled white, as nearly 25%
of itstotal deposits were withdrawn. The lion’s share of this
occurred under the stewardship of Domingo Cavallo, who
returned as Finance Minister inthe DelaRUagovernment in
March 2001. As Figure 8 shows, the $15 hillion that was
pulled out under Cavallo’s watchful eye was almost entirely
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FIGURE 8
Argentina: Total Bank Deposits
(Billions $)
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peso deposits. But these were then converted into dollars,
thankstotheone-to-oneconvertibility regul ationsputin place
withthecurrency boardin 1991, whichledto acorresponding
$15 billion plungeinthe Central Bank’ sforeign reservesdur-
ing that sametime period (Figure9).

Where did the dollars go? What is beginning to come to
lightin Argentina, isthat these $15 billion—and then some—
wereillegally spirited out of the country by the commercia
banks themselves. According to charges brought before the
courts and in the Argentine Chamber of Deputies, over the
course of 2001, the principal banks used the savingsthat Ar-
gentines had deposited with them to “lend” money to phony
front companies which they themselves helped set up. These
mail-box companiesin turn took the money out of Argentina
to neighboring Uruguay—whose banking secrecy and other
shady practices have earned it the reputation of being “the
Switzerland of Latin America’— and thence to the Cayman
Islands, London, Miami, and other world-class money-laun-
dering centers.

All of thiswas greatly facilitated by the fact that foreign
banks today control two-thirds of Argentina’'s banking
system.

Figure 10 and Table 1 update a 1997 EIR study of the
foreign takeover of the banking systems of Ibero-America,
Argentina included. Because of a bank privatization policy
that began in the early 1990s, by 1997, foreign banks owned
controlling shares (20% or more of the total assets) in banks
constituting 52% of the Argentinabanking system—thehigh-
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FIGURE 9

Argentina: Central Bank Reserves
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FIGURE 10
Argentina: Bank Control
(Percent of Total)
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TABLE 1
Argentina’s Top 10 Banks

(Billions $)
Rank Assets in 2001 Assets in 1997
in 2001 Bank $ % of total $ % in total Control
1 Nacion 16.6 12% 15.0 12% Domestic
2 Provincia de Buenos Aires 13.5 10% 10.1 8% Domestic
3 Galicia 11.9 9% 8.0 7% BSCH
4 Rio de la Plata 11.0 8% 7.3 6% BSCH
5 Francés 9.6 7% 4.3 4% BBVA
6 Boston 8.5 6% 4.3 4% BankBoston
7 Citibank 8.0 6% 4.6 4% Citibank
8 HSBC 5.7 4% 3.6 3% HSBC
9 Hipotecario 4.9 4% 4.2 3% Bank of N.Y.
10 Nazionale del Lavoro 3.9 3% 2.3 2% Nazionale del Lavoro
Subtotal, Top 10 93.6 69% 63.7 53%
Total 134.9 100% 120.4 100%
—Foreign controlled 90.3 67% 63.2 52%
—Argentine controlled 44.6 33% 57.2 48%

est for any Ibero-American country at that time. Over the
intervening four years, that foreign dominance grew to fully
67% of thetotal bank assets.

As can be seen in Table 1, this has occurred despite the
fact that the number-one and -two banks in the country—
Banco de la Nacion and Banco de la Provincia de Buenos
Aires—are dtill state-owned domestic banks. But the next
eight banks are al foreign controlled, and include many of
those now under investigation for capital flight. It is also
noteworthy that the IMF and Wall Street crowd have made
the privatization of Banco de la Nacion and Banco de la
Provincia de Buenos Aires a central demand of their condi-
tionalities. If the Duhalde government bows to this pressure,
then about 90% of the banking system will be in foreign
hands.

Asitis, thetrend is unmistakeable: Over 1997-2001, for-
eign-controlled banks grew at an average 9% per year, while
domestic-controlled institutions declined by —6% per year
(Figure11).

With such shady financial institutionsdominating the Ar-
gentine banking system, by early December 2001 the hemor-
rhage of fundsleaving the system and the country had turned
into such a torrent, that a desperate De la RUa government
decided, on Dec. 3, to freeze all bank accounts and impose
capital and exchange controls. These were necessary mea-
sures—akind of tourniquet applied against a hemorrhage—
but they were too little, too late. The Argentine banking sys-
tem had already been bled white, by foreign-controlled “ Ar-
gentine” banks themselves. When the population began to
demand their savings and checking accounts back, DelaRla
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FIGURE 11
Argentina: Average Annual Growth of Banks,
1997-2001

(Percent)
12% —

+ 9%

9% —

6% —

3%

Domestic Banks

0,
0% Foreign Banks

—6% —
6% 6%

—9%

Source: Central Bank, Argentina.

found that the money was no longer there. On Dec. 20, he
was forced to resign in the fact of massive “pots and pans’
demonstrations.

None of the four ensuing governments since then has
found a way to remove the tourniquet—which in Argentina
isreferredtoasthe” corralito,” or“littlecorral”—and givethe
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people back their money. And that is because the Argentine
banking systemasawhol eiscompl etely, hopel essly bankr upt.
It cannot be salvaged, to function as a source of domestic
credit. Thisisthe central political-economicissueonthetable
in Argentinatoday.

The IMF, the U.S. Treasury, and international creditor
banksareall demanding that the Duhal de government resume
payments on the foreign debt—which were formally sus-
pended with adebt moratorium by the Adolfo Rodriguez Saa
government, in the last week of 2001—and that they agreeto
bail out the banking system to the tune of $50-60 hillion. In
other words, the Argentine government is being told that it
hasto agreeto drastically cut its budget and find other, novel
ways to reduce the population’s living standard, in order to
bail out the banks, before the IMF will even think of lending
them perhaps $10 billion—which must also be channeled to
the banks.

Unless it changes course radically, the Duhalde govern-
ment is heading toward a bank bailout similar to Mexico’'s
notorious Fobaproa scam. Thiswasamid-1990s$100 billion
government bailout of Mexico's bankrupt banking system,
after the crash of 1995, which was simply added on to Mexi-
co’ salready onerouspublic debt—i.e., it was placed squarely
on the shoulders of Mexican taxpayers.

The Duhalde government is currently writhing between
the impossi ble options of servicing Argentina s $232 hillion
foreign debt and bailing out the domestic banking system,
on the one hand, and trying to prevent the country from
descending into barbarism and civil war, on the other. It
won't work.

Duhalde has made the mistake of trying to reestablish
convertibility between the peso and the dollar, by setting a
fixed parity of 1.4 pesos to the dollar for trade and other
transactions, while alowing a floating free-market rate for
financial and all other uses. But convertibility—any convert-
ibility, at any floating or fixed rate—istantamount toreleasing
the tourniquet while leaving the source of the hemorrhage
untouched: The country will simply bebledto death, by spec-
ulative assaults on the peso of the sort waged against the
nations of Asiain 1997 by George Soros and other specula-
tors. Tofurther try to stemthetideby using the Central Bank’s
minuscule $15 billion in reservesto defend the peso, isworse
than useless: It is simply throwing $15 billion down a
sinkhole.

But there is a solution, as Lyndon LaRouche has repeat-
edly stated. If we may stretch our medical metaphor to its
limits, the necessary steps can be so described:

1. Stopthehemorrhage. Maintain afull foreign debt mora-
torium, and strict foreign exchange and capita controls. Do
not attempt to bail out the current bankrupt banking system—
no matter how loudly Wall Street hollersin protest.

2. Quickly give the patient a blood transfusion, fully re-
placing his currently contaminated blood. A new, sovereign,
inconvertible currency must be issued by the government,
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through a National Bank created for this purpose—i.e., not
through today’ s semi-autonomous Central Bank.

3. Make surethe new blood supply isirrigating the entire
body. Issue substantial volumes of new, low-interest credit,
through such aHamiltonian National Bank, directed to prior-
ity national and regional infrastructure devel opment projects.
Special attention must be paid to productively employing the
20% of the Argentine labor force that is currently unem-
ployed, and to opening up new, high-technology sectors
which will serve as the motor for the entire economy. Com-
mercial banks, domestic and foreign alike, which cooperate
in this endeavor, should be chartered by the government to
function. Those that do not, should be expropriated.

4. Then, and only then, can the tourniquet be removed.
People can berepaid the money heldinthe“corralito,” inthe
new, sovereign, inconvertible currency, which will in any
event be worth far more than today’ s peso or the dollar.

5. Finally, fire the quack doctors who nearly killed the
patient. Break with the IMF and its bankrupt system, and join
theglobal effort to rapidly bring into existenceaNew Bretton
Woods monetary system, along the lines specified by Lyn-
don LaRouche.

(Research for this report was contributed by Gerardo Teran
and Gonzalo Huertas, from EIR’ s Buenos Aires bureau.)
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LaRouche wrote that the real reason for the attack is that
Argentina is “hopelessly bankrupt,” and “there are those in
Argentina who would wish to deny that fact, or create a wild
diversion in the effort to distract attention from what remains

LaROU.Che’S AI‘ gent]na a simple clear fact of financial accounting.”
Role Alarms Wall Street  'MF Says,*Suffer

Ambito Financiero published LaRouche’s reply on Feb.
. 1. The reply stands in stark contrast to the bestial outlook
by Cynthia R. Rush Ambito shares with the Anglo-American bankers. IMF Man-
aging Director Horst Kbler reflected that outlook when he
The fact that U.S. Democratic Presidential pre-candidate recently warned that only if Argentina shows a “willingness
Lyndon LaRouche has set the policy agenda for Argentina—to suffer"—to kill more people—can it hope for international
his proposals for national banking and the creation ofasover-  financial assistance.
eign currency have been read from the floor of the Congress Similarly, in its Jan. 23 edition, the piggidhall Sreet
and are circulating widely in the country—has unnerved theJournal editorialized that “Argentina deserves to be treated
Anglo-American financial oligarchy. On Jan. 28, one of itslike any other banana republic,” or get the “Haiti treatment,”
Argentine mouthpieces, the financial daiynbito Finan- unless it bends to Anglo-American demands.
ciero, better described as ttwall Street Journal of Argen- Under enormous pressure from London and Wall Street,
tina, published a libelous diatribe against LaRouche, voicing  the desperate Duhalde government is, suicidally, moving tc
hysteria at the extent of his influence in this crisis-wrackedwvard complying with the Fund’s demand for a “sustainable,”

nation. austerity-based economic program (more budget cuts), in-
Under the headline “The Strange Marriage of ‘Lilita’- cluding animmediate free-float of the peso, in hopes of getting
Seineldn,” the daily, which reflects the Mont Pelerin Soci-  between $15 and $20 billion in financial aid.

ety’s fascist worldview, complained that individuals from When Foreign Minister Carlos Ruckauf travelled to
such different ends of the political spectrum as Congress-  Washington for meetings with the Bush Administration on
women Elisa Carfig‘Lilita"), of the Alternative fora Repub-  Jan. 29-30, he carried a letter from President Duhalde to Presi-

lic of Equals Party (ARI), and jailed Malvinas War hero Mo- dent George Bush, in which Duhalde slavishly promised to
hamed AliSeineldn, are inspired by LaRouche. The latter is abandon “as rapidly as possible, temporary measures of a
“ashady leader of the U.S. extreme right wing, whose bizarre  dirigist nature” he had been “forced to take.” His government
style and racist harangues, similar to neo-Nazi groups, haviee said, is fully committed to “the free-trade system.” Ruckauf
placed him on the fringes of his country’s political life,”  told Treasury Secretary Paul O’Neill and Secretary of State
Ambito lied. Colin Powell, that Duhalde would also remove exchange con-

Columnist Damia Ferrer, who wrote the attack on trols as soon as possible.

LaRouche’s influence, admits thatbito’s real concern lies Any deal with the IMF is inimical to Argentina’s national
elsewhere, however. During the Jan. 5-6 Congressional de-  interestsand will only intensify popular rage over the freeze
bate on the Emergency Law proposed by President Eduardmnk deposits, and disintegration of jobs and living standards.
Duhalde’s government, the ideas of “economic intervention- ~ Government inaction has given free rein to goon-squads c
ism” predominated, he laments. It was during that debateéerrorist provocateurs to operate freely in the midst of gener-
that Elisa Carriextensively quoted LaRouche on the global ally peacefidcérolazos™—pots and pans demonstra-
financial crash, and his recommendations for Argentina. Inions—smashing bank ATM machines and shop windows,

the midst of the country’s currenteconomic upheafabito  and causing violent clashes with police.

Financiero worries, such dangerous ideas could lead to “the  Government vacillation is also encouraging the financial
resurgence of populist proposals,” and the strengthening of  networks that have historically looted Argentina, to more ag
“nationalist and anti-U.S. sentiments.” gressively defend their right to continue doing so. The Hong-

In other words, LaRouche’s proposals to put Argentina kong and Shanghai Banking Corp. (HSBC), the London-
through bankruptcy reorganization, are being taken serioushbased flagship bank of the global drug-trafficking enterprise
They have been widely disseminated inside the country,and  known as Dope, Inc., has been lobbying the governmer
were elaborated during his Jan. 24 webcast to an internationgtirough its Argentine director Emilio @denas, to accept a
audience, in response to a question by a prominent Buenos planto “help”the government put an end to the deposit free:
Aires judge (see below). There he named “the Internationahnd the mass protest it has provoked. However, the govern-
Monetary Fund system” as the cause of Argentina’s bank-  ment must be willing to officially adopt dollarization, and
ruptcy. ] allow the foreign banks to increase their hold on the banking

In a Jan. 29 response tAmbito's slander, Lyndon system, 67% of which they own already.
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Representatives of Wall Street in Argentina have issued shrill
attacks on Lyndon LaRouche and on imprisoned Malvinas War
hero former Col. Mohamed Ali Seineldin (above), fearing that
LaRouche' srecovery strategy will destroy their own power.

‘Get Seineldin’

Inthisenvironment, thefinancial circlesfor which Ambito
speaks also fear that imprisoned nationalist Mohamed Ali
Seineldin, “like Carrio, closely follows LaRouche's eco-
nomic ideas,” and has issued documents supporting
LaRouchesproposals*“for the creation of ‘ anew international
monetary system,” which would dispense with the foreign
debt, eliminate the IMF, and abandon projectslikethe FTAA
[Free Trade Areaof the Americas].”

Ambito explicitly warns Carrid to stay away from
LaRouche. She could jeopardize her political career—until
now she has been cultivated as an up-and-coming national
political leader by the Anglo-American establishment—
should she continue to allow the “shady” LaRouche be her
“source of inspiration.”

Ferrer and his superiors worry that Seineldin, in prison,
still inspires people to act. Not surprisingly, as the military
hero has himself denounced, there have been increasing at-
temptstoimplicate himin recent actsof violence, to discredit
him. One day after Ambito Financiero published its slander,
former prosecutor L uisMoreno Ocampo, Transparency I nter-
national’s President for Latin America and the Caribbean,
joined the act. Claiming that someone had painted the name
“Seineldin” on the door of his house, and saying he had re-
ceived a death threat from people associated with Seineldin,
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Moreno filed acomplaint with police, and called for aninves-
tigation.

Speaking with Radio Mitre the same day, Mrs. Marta
L abeau de Seineldin call ed the ex-prosecutor’ scharges* non-
sense.” Seineldin, she said, “is behind bars, incomunicado
after 12 years of oustanding conduct as a prisoner. This is
gossip. ... My hushand thinks big, about his nation, [not
about] stupidities. .. . | believe this was done on purpose,”
Moreno Ocampo, who helped prosecute Seineldin in 1991,
admitted hisreal concern: “Given what’ sgoing on in Argen-
tinatoday, we can't afford the luxury of letting [Seineldin’s]
group conspire. We must investigate.”

LaRouche’s ‘Reply To
A Message From Laputa’

U.S. Democratic Presidential pre-candidate Lyndon H.
LaRouche, Jr. issued the following on Jan. 29, to “ that libel-
lousrant,” by author Damian Ferrer, which appearedin the
Jan. 28 edition of the Argentine financial daily Ambito
Financiero.

To the Publisher and Editors
Gentlemen!

Implicitly, according to your Jan. 28th publication of a
libellous piece by your writer Damian Ferrer, | have, in his
eyes, committed the offense of mentioning the rope in the
house of the hanged. Thereality of the situation in which that
piece appears, isthe following.

Argentina is currently featured among a growing list of
national economies, on all continents—excepting perhaps
Antarctica—which are aready gripped by theterminal phase
of athreatened collapseinto national bankruptcy. Inmy expe-
rience as a management consultant, and otherwise, | have
often had the opportunity of observing the behavior of those
who put themselves through unnecessary further suffering,
by hysterical attemptsto deny asimple, inescapablefact: they
are bankrupt. Asin many analogous cases of bankruptcy, by
private firms, or governments, the bankrupt himself could be
saved, but the financial system is doomed in its present form
of organization.

Such is precisely the character of your publication of the
mentioned item by Ferrer. Under recent decades’ IMF condi-
tionalities—and present IMF policies—Argentina is, and
would remain, hopel essly bankrupt. Therearethosein Argen-
tinawho would wish to deny that fact, or create awild diver-
sion in the effort to distract attention from what remains a
simple, clear fact of financial accounting.
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Therefore, | read the libellous editorial thrashing of Sr.
Ferrer with an appreciation of the desperate nature of the
situation which apparently motivates his reckless disregard
for truth. Nonetheless, it remains an act in reckless disregard
for truth.

The libellous aspect of the attack on me in your publica-
tion, is concentrated in the three following paragraphs, fol-
lowing the indicated sub-heading.

‘Sour ce of Inspiration’

“What was most surprising about her [Cong. Elisa Car-
rio’s] speech—as Ambito Financiero wrote last Monday—
was her source of inspiration. LaRoucheis a shady leader of
the U.S. extreme right-wing, whose bizarre style and racist
harangues, similar to neo-Nazi groups, have placed him on
the fringes of his country’s political life.

“Imprisoned for several years for fraud and tax evasion,
LaRouche filed suit before U.S. courts and the media at the
end of the 1980s, in which he accused Wall Street, the* Jewish
banks,” * Washington politicians,” and international commu-
nism, of conspiring against him, and boycotting his run for
the Presidency of the United States. For decades, he has been
running for President in any election there was, as a Demo-
cratic Party pre-candidatein the Southern states, or asaninde-
pendent.

“Hiswritingsfocus on asupposed conspiracy originating
in Babylon, whose natural goal was to dominate the world,
and which is carried out by ‘Judeo-Masonic’ lodges. The
primary agents of this millenarian plan, would be the British
Crown (the primary target of LaRouche's denunciations),
Wall Street, and the Washington bureaucracy. His constant
allegations of the strangest conspiracies, published in scan-
dal-sheet media, has earned him a certain unusual notoriety.
Among other things, he has charged that the Oklahoma City
attack was organized by the Queen of England and that the
KuKlux Klanisinreality thearmedwing of theB’ nai B'rith.”

In his diatribe, Sr. Ferrer makes explicit reference to my
website, to which any responsible publication would have
gained access, prior to blindly repeating simple lies about my
person and policies. The documentation of proof that those
paragraphs are predominantly false, was amply available to
Sr. Ferrer, had he any efficient desire to write truthfully.
Therefore, since he states falsehoods concerning me which
he should haveknownto befalse, hehasproceededinreckless
disregard for truth.

However, he has aggravated his libellous behavior, by
putting himself, perhaps unwittingly, on the side of the most
dangerous and powerful fascists rampant in the world today,
thecirclesof that H. Smith-Richardson Foundationwho spon-
sored the primary circulation of the specific set of falsehoods
which Sr. Ferrer hasrecklessly adopted. H. Smith-Richardson
is the principal funding conduit for that circle of so-called
utopians, such as the infamous Samuel P. Huntington, who
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have proposed to redirect the military policies and strategic
objectives of the U.S. into practices modelled upon those of
the Nazi Waffen-SS.

It happens, that all of my principal U.S. adversariesinthe
U.S. political and military establishment, including the mgjor
print and broadcast media associated with those circles, are
part of the same faction in the U.S. associated with the H.
Smith-Richardson Foundation. Thisisalso the faction which
has been crushing the states of South and Central America,
over more than thirty years, especialy since 1982, through
the monetary and financial policiesimposed under that same
floating-exchange-rate system. It should be sufficient to com-
pare the rank of Argentina s economy over the course of the
past century, and, most emphatically, since 1982, to see how
the peso wasdriven downintoitspresently periloussituation.

I'am afriend of Argentina. Sr. Ferrer hasinsulted afriend
of hisnation. Moreresponsible officesin Ambito Financiero
owe me, and aso the people of Argentina, a public apology.

—Lyndon H. LaRouche, Jr.

LaRouche: Argentina Must
Be Allowed To Reorganize

During his Jan. 24 webcast, U.S. Presidential pre-candidate
Lyndon LaRouche had the following exchange with a promi-
nent judge from Argentina:

Q: Goodafternoon, Mr. LaRouche. . . . I’minterestedin ask-
ing you the following: Since you know about the crisis situa-
tion, which my country is going through at thistime—where
we are facing a great mora crisis, as a result of the lack of
credibility of thepolitical and other institutionsof thecountry.
And another crisis—an economic crisis—as a result of the
greed of the international and national bankers. | see you
know about this, because |’ ve beenlistening very carefully to
your words today. This situation has placed us at the edge
of anational explosion, and is threatening the very national
tranquillity, the national peace, in our country. | would like
toask youthefollowing, based onyour vast world experience,
in thefollowing sense: What are the economic measures that
could be implemented today, so that the present government
of our country can manage to calm the state of excitation in
the country? Because the freedom and the tranquillity of my
country is greatly endangered at thistime.

LaRouche: Okay. Well, first of al, we have a bankrupt
system. The bankruptcy wasimposed by the IMF and related
institutions. So, the “person” who caused the bankruptcy is
largely the IMF system, in its post-1971 form; that can be
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easily documented. That' s fact.

The bankruptcy was aggravated by putting in aman with
the curious name of Cavallo—which | would trandate as
Cabala—who played a key role in aggravating the damage
beyond belief, with hisadministration and similar administra-
tions. But essentially, theguilty party, is, essentialy, theIMF
system, in the way the floating-exchange-rate system was
administered in respect to the countries of Central and South
America. And, Argentinawasaspecial target for destruction,
because Argentinawas, in the last century, at various points,
third- and fourth-ranking in the world in standard of living,
productivity, and so forth. Despite al smears, it was a great
economy. And, therefore, that is an insult to those in North
America, who think that South Americans have to be stupid
and incapable. Therefore, Argentinais a striking example of
what acountry in South Americais, potentially. Andit’ shated
for that reason.

But, the essential thing comes back—the same, basic
problem: The IMF caused the bankruptcy of Argentina. A
bankruptcy, which presently, if the present conditions are
enforced, Argentina will be biologically destroyed, as a na-
tion! And, maybein ahorrible way.

So, therefore, if there is any perception, of a principle of
natural law, operatingin the minds of the people of the United
States—in the President’s, and so forth—the point is: Argen-
tina must be given the liberty to reorganize itself in bank-
ruptcy, in the necessary way. That would mean: number one,
the creation of a new currency, outside the existing system,
and with no ties, or obligations, to the existing system. The
currency would be largely used to ensure domestic security,
economic security, and so forth. Y ou would have to accom-
pany this, with a series of very strict, protectionist measures.
And you would have to get into a complex of trading agree-
ments—Iong term and medium term—with adjoining coun-
tries, such as Brazil (you have some facilities for this, al-
ready), and others.

Andtheremust beageneral understanding, that Argentina
must be given the opportunity to work through such an agree-
ment. We can no longer be concerned, with those who are
responsi bl efor administering the destruction of anation. That
isacrimel A moral crime! If you impose upon a nation,
policieswhich bankrupt it, which threaten its people biol ogi-
cally, which threaten genocidal effects, then your financial
claims, on account of that system, have no moral authority,
per se. Therefore, your claims are subject to reexamination,
fromthe standpoint of bankruptcy proceeding, under the prin-
ciple of the General Welfare.

So, nations must take a view that the principle of the
General Welfaremust be applied to the bankruptcy of Argen-
tina. That Argentinamust declareitself bankrupt, and declare
that itsgovernment i staking, asasovereign agency, responsi-
bility for reorganizingitsaffairs. And seeksthecooperation of
other sovereign countries; and bringing things into adurable
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order, in the medium to long term. As part of that, Argentina
requires a new, independent currency, not contaminated by
the corruption of any of the previous currencies. And, there-
fore, things should stand at that.

But, the context in which that decision should be made,
also hasto be considered. The entire systemis bankrupt! Ar-
gentinais not an isolated case: The entire system—including
the United States—is bankrupt! Including Europe, is bank-
rupt! Including Africa, is more than bankrupt! The only non-
bankrupt nationsareafew in Asia, like China, and India, and
so forth. They’re not bankrupt. But, the rest of the world, is,
actually, essentially, bankrupt—as a Japan bankruptcy would
show, intermsof the United States. So, therefore, sincewe're
all in abankrupt system, what we have to think about is the
set of rules, under which we reorganize ourselves in bank-
ruptcy, in order to create arecovery from thisbankrupt condi-
tion. Any bankruptcy. Inthecaseof Argentina, wemust apply
that general policy-perception to Argentina, and say, “Go
ahead, Argentina. We will now cooperate with you, in your
bankruptcy reorganization. Go ahead: Create anew currency;
manage it well; take whatever protectionist measures you
haveto do; discussit with us; and wewill try towork out ways
to cooperate with you, in the recovery of your economy.”

That is the only way, in which this thing can be ap-
proached.

LaRouche on Argentine
Nationwide Radio, For
National Bank Strategy

U.S Democratic Presidential pre-candidate Lyndon
LaRouche was interviewed by Argentina’s Radio Nacional,
onits“1110” program, on Jan. 29. Radio Nacional broad-
casts throughout the country, and over the Internet. The full
interview follows:

Q: Someof themedia, including Ambito Financiero and oth-
ers, have characterized you as being in the ultra-right-wing.
In the case of Argentina, you' re proposing the formation of a
National Bank. Could you say exactly how that would work?
LaRouche: Well, this is based on the same principle as
proposed by the first U.S. Treasury Secretary, Alexander
Hamilton. That, contrary to most Twentieth-Century U.S.
practice under the Federal Reserve System, the U.S. Consti-
tution prescribes that the Congress has the unique sovereign
responsibility to authorize the issue of currency by the Exec-
utive branch of government; that is, by the President. Now,
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this has special significance under present world conditions,
and it's a question of life and death for the economy of Ar-
gentina.

What is obviously needed, is to put the world economy
through bankruptcy reorganization. This would mean that
leading governments should support the right of the govern-
ment of Argentinato conduct such bankruptcy reorganization
of its own national economy. Thiswould mean that the gov-
ernment of Argentinawould issue anew currency toinitially
be used for internal purposes. The purposeisto promote full
employment in useful and essential categories of infrastruc-
tureandindustry, and thusto bring thetotal product of Argen-
tina above the level of the costs of maintaining that popula-
tion. This cannot be done without a large issue of credit by
the government of Argentinato fund employment and invest-
ment in industry and infrastructure. And thisiswhat must be
done with theworld at large today.

Q: Does your proposal mean the elimination of the rest of
the banking system, or could the two systems co-exist simul-
taneously?

LaRouche: Well, the banking system is bankrupt, but the
government must havethe banksfunctioning, evenif they are
bankrupt. Banks have an essential function of deposit and
circulation of credit. If any bank has any usefulness at all, it
must be preserved in that function, even if it is bankrupt. We
must, to the extent possible, maintain the traditional relation-
ship of cooperation between the banks and the people, and
the banks and the producing firms.

Q: Doesyour proposal meanthe nationalization of thebanks,
as much of theleft around the world proposes, and how does
this square with the fact that you are often referred to as an
ultra-right-winger?

LaRouche: Well, the “ ultra-right-winger” is simply aslan-
der spread by the right-wing of the United States. That's the
only placeit comesfrom. Asamatter of fact, they arefascists.
But that’ s not important.

L ook, nationalization can mean two things. The national-
ization I’ m proposing is the nationalization of the process of
putting the banks through bankruptcy reorganization, and the
creation of aNational Bank, a sovereign bank of the state, to
coordinate that process.

Q: Returning to political questions, would your friendship
with Mohamed Ali Seineldin indicate support for that type of
political orientation?

LaRouche: | don’'tknow. | havegreat personal affectionand
respect for Colonel Seineldin, and to the degree possible, |
would wish to be able to discuss such matters with him. But,
asyou know, wearelimited in our communications. So | can
only infer the thoughts of Colonel Seineldin, though | have
great affection for him.
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Q: Andwouldyoubewilling to support amovement to bring
Seineldin to power, as some rumors have suggested?
LaRouche: | have not any such plan. | think that Seineldin
should play akey role as a hero of his country, but asin the
United Statestoday and in most of Western Europe, we don’t
have a palitical party that’s worth anything. My concern, as
in the United States, isto suddenly create new parties which
represent the best people of the nation, to bring nations out of
thesetroubles.

Q: Thank you very much, Mr. LaRouche.

Mekong Nations’ ‘Linking’
Strategy Pays Off

by Gail G. Billington

The six countries grouped in the Asian Devel opment Bank’s
(ADB) Greater Mekong Subregion (GMS) have made prog-
ress in recent months toward their objective of an integrated
infrastructure grid for road transport, and in reaching agree-
ment on taming the Mekong River for improved water trans-
port and flood control, despite increasing evidence that the
“Asian Contagion” that hit the region in 1997 is about to be
repeated. The greatest progress has come in the improved
bilateral and multilateral collaboration among these countries
for the greater, regiona good. If so, it could indicate that
the demise of the “importers of last resort” in the U.S. and
European marketsis encouraging thinking in the direction of
“interior development,” as developed in LaRouche's “Eur-
asian Land-Bridge” global reconstruction plan.

The six GMS members are Yunnan Province (China),
Myanmar, Lao People’'s Democratic Republic, Thailand,
Cambodia, and Vietnam. All but Y unnan Province are mem-
bersof theten-nation Association of Southeast Asian Nations
(ASEAN). However, ASEAN’s ongoing “Plus 3" dialogue
with its larger Asian neighbors to the north—China, South
Korea, and Japan—has been and will continue to be crucial
toreaching theobjectivesoutlined inthe GM Sregional devel-
opment plan. Japan isamajor source, and Chinais emerging
as an important source, of funding.

The ADB’'sGM Sschemewas established in 1992, adopt-
ing a 25-year time frame, or 2017, for its realization, which
isinlinewith ASEAN’s"Vision 2020” target, by which date
member-nations hope to have graduated from “devel oping”
to “developed”’ nation status. The GMS is one of the most
productive agricultural regionsintheworld, including two of
the world’ s most important rice-exporting nations, Thailand
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and Vietnam. The combined population of the im-
mediatesix membersisapproximately 240.4 million
people, residing in aland area of 2.3 million square
kilometers. However, annual per-capita Gross Do-

FIGURE 1
Greater Mekong Subregion Rail Projects (as of
February 1999)

mestic Product figures make clear, that the region
includes some of the poorest countriesin theworld,
ranging from $280 to $3,100. It also includes some
of the most brutally war-ravaged countries in the
world—Cambodia, Laos, Vietham—which suffer
theadded penalty of dealing withtonsof unexploded
ordnance, millions of land mines, and health prob-
lems stemming from U.S. use of millions of gallons
of defoliants during the warsin Indochina.

Plugging the Holesin the Asian Highway

OnNov. 23, 2001, Thailand, Laos, and Vietnam
announced that they would prioritize investment in
“Indochina economic zones’ to boost their eco-
nomic cooperation, taking advantage of the planned
Thai-Lao international bridge connecting Thai-
land’ s northeast and Savannakhet, Laos. The bridge
makes it possible for goods to travel from central
Vietnam, via the east-west corridor, from Danang,
Vietham to Mae Sot on Thailand’ s western border,
to Moulmein, Myanmar, and further west. Lao Bao,
L aos, near the Vietnam border, waschosen asatrade
andinvestment center to serve asaspecial economic
production zone between the Thai province of
Mukdahan and Savannakhet.

Exemplary of the challenges and opportunities
that lie ahead: On Dec. 4, 2001, the Royal Cambo-
dian Government held a gala opening for the first
bridge over the Mekong River inthe capital, Phnom
Penh, built with Japanesefunding. Thebridgeisonly
the second infrastructure project of its kind in the
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country since the first bridge, built over the Tonle
Sap River in the 1960s. Prime Minister Samdech
Hun Sen told the 10,000 people assembled, “This
bridge is the most important artery for economic
development in Cambodia, aswell asfor the physi-
cal integration of ASEAN, in particular, to narrow
the gap between the new and old members of
ASEAN,” referring to Cambodia, Laos, Vietnam,

KEY:
RwW1
RW2
RW3
Rw4

RWS5
RW6
RW7

RW8

Yunnan Province-Thailand railway project; est. cost: $1.8-2.1 billion

Yunnan Province-Vietnam railway project; est. cost: $65 million
Thailand-Cambodia-Vietnam railway project; est. cost: $550 million

Project to extend subregional railway network to Lao P.D.R. via first international
Mekong Bridge; est. cost: $210 million

Yunnan Province-Myanmar railway project; est. cost: $700 million to $1.2 billion
Project to provide Northeast Thailand-Lao P.D.R. rail links; est. cost: $70-475 million
Railway developments connected with mineral development in Lao P.D.R.;

est. cost: $650 million

Thailand-Myanmar railway project; est. cost: $350-550 million

and Myanmar, which have joined since 1996. The

bridge adds alink to the East-West Asian Highway,
connecting Phnom Penh, via Route 7, to Ho Chi
Minh City in southern Vietnam.

Myanmar, No Longer aMissing Link

As hard as human rights groups tied to George Soros and
others might try, it is impossible to ignore a nation of 49
million people, especialy when it lies at the geographical
crossroads between South, Southeast, and East Asia. Ostra-

EIR February 8, 2002

Source: Asian Development Bank.

cizedfor itstreatment of Nobel Peace L aureate Aung San Suu
Kyi and her National League for Democracy, and blamed for
itsfailureto end drug-trafficking, which Britainintroduced in
its 19th-Century opium wars, Myanmar is making headway,
withthesupport of ASEAN andits*Plus3” dialoguepartners.
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Malaysiahas played auniquely important roleinthelast year
and a half, through the efforts of former Ambassador to the
UN Razali Ismail, as UN special envoy to Myanmar, and
through the personal efforts of Malaysian Prime Minister Dr.
Mahathir bin Mohamad.

The Dec. 12-15 state visit of China's President Jiang
Zeminto Myanmar made the change abundantly clear. Presi-
dent Jiang isthefirst Chinese head of stateto visit since 1985.
He held meetings with the three senior officials, Senior Gen.
Than Shwe, Chairman of theruling State Peace and Devel op-
ment Council; SPDC Vice Chairman Gen. Maung Aye; and
SPDC First Secretary Lt. Gen. Khin Nyunt, head of military
intelligence. President Jiang was accompanied by a 100-per-
son delegation, and amost as soon as he arrived, seven ac-
cords on economic matters and border security were signed.
China s Foreign Ministry spokesman K ong Quan announced
at thetime of the signing that Chinahad offered $100 million
in aid and investment, to promote development. Bilateral
trade between the two countriesis estimated at $600 million
annually, placing Chinathird after Singapore and Thailand.
Myanmar is, however, the largest trading partner of China's
Y unnan Province, aGM S member.

President Jiang’ stalksin Myanmar werefollowedinearly
January with athawing of often testy relations between My-
anmar and neighboring Thailand. After a two-year hiatus,
senior representatives on both sides agreed to renew their
annual bilateral Thai-Burma Joint Commission meetings.
Foreign ministers of the two countries agreed to discuss a
wide array of issues, including anti-narcotic efforts, crop-
substitution, infrastructure devel opment, and nagging issues
related to refugees and migrant labor.

Within aweek of the renewed Thai-Burmatalks, on Jan.
15, Thailand, L aos, and Chinaagreed to sharethecost equally
of constructing a highway linking Thailand’s Chiang Khong
in Chiang Rai province, passing through Laos' citiesof Huay
Sai, Laung Nam Ta, and Boten, before reaching China's
southern city of Jinghong. China proposed construction of a
four-lane highway, while Thailand and Laos prefer a two-
lane road, which could be expanded in the future. The ADB
estimates a two-lane road would cost $60-90 million. Thai
Transport Minister Wan Nor told reporters that China also
volunteeredtofund a$5 million project toimprovenavigation
on the Mekong from Jinghong to Chiang Rai.

On Jan. 30, the Thai cabinet announced it had approved a
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joint project, involvingfour of the GM Scountries—Thailand,
China, Laos, and Burma—to improve navigation along a331
kilometer stretch of theMekong River by blasting 11 rapidsto
improve shipping channels, including nine along the Burma-
Laos border, one on the China-Burma border, and one on
the Thai-Lao border in Chiang Khong, Thailand. The project
includes construction of six bridge and river crossings. China
will fund the $4.54 million project.

Phase-Change Ahead?

In the first weeks of the New Y ear, what has been put on
the table for ASEAN’s consideration, strongly suggests that
at least somerecognizethat aphase-shiftisinorder, to counter
the negative drag on al these countries from an accelerating
global economic collapse.

Malaysian Prime Minister Dr. Mahathir announced on
Jan. 21 that his government would spend billions of ringgit
on building a high-speed el ectrified railway from Singapore
in the south to Thailand in the north, as part of the ambitious
5,500 km pan-Asia rail system, running from Singapore to
Kunming, China, due to be completed by 2006. One week
earlier, he had said that the government planned to expand
al its ports to make the country a regiona trade and ship-
ping hub.

Commenting on the proposed high-speed rail system,
Dr. Mahathir described it very much like the “devel opment
corridors’ embedded in LaRouche's Eurasian Land-Bridge
program, pointing out that new transportation routes lead to
the “emergence of new townships’ along the route. “It will
take us some time and a lot of expenditure, but it is a
worthwhile investment. We cannot think in terms of direct
profits, but look at the spin-offs,” he said. He referred to
the “Trans-Siberian Railway linking Europe to North Asia
through Russia” as the model needed for transportation sys-
tems for both goods and people. On Jan. 22, China pledged
$4 billion toward the cost of the railway, which will eventu-
aly run 3,420 miles, connecting to the Trans-Siberian Rail-
road to Europe.

On Jan. 23, Myanmar’'s Deputy Foreign Minister Khin
Maung Win announced that the government had informed
the International Atomic Energy Agency of its intention to
construct atest nuclear reactor “for peaceful purposes, . . . to
acquire modern technology in al fields, including maritime,
aerospace, medical, and nuclear” research. He said that My-
anmar had received a proposal from Russia on the subject.
Headded, “ All our neighboring countries, with the exception
of Laos, arealready reaping thebenefitsfromnuclear research
reactors operating in their countries.” The project has been
denounced by U.S.-based anti-Myanmar non-governmental
organizations. Ironicaly, in the late 1950s, even while there
was competition between the United States and Russia over
influence in Burma (now Myanmar), under President Dwight
Eisenhower’ s Atomsfor Peace” policy, Burmawasprovided
with alibrary on nuclear energy development.
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FIGURE 1
North-South Korea Rail Connections
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reported that North Korea i?’ p_r_epfaring to reconstruct thq\lorth and South Korea's rail lines, when re-connected, will
northern end of the Seoul-Sinuiju line, running north from establish continuous rail travel and shipping entirely across

Seoul to Pyongyang and Beijing. North Korea is repairinggurasia, via the Trans-Siberian and Chinese Land-Bridges. In
barracks and moving in engineering troops, Kim said, to comCologne in December, President Kim Dae-jung spoke of an “Iron
plete the line before the World Cup soccer games begin ipilk Road” benefitting all of Eurasia.
Seoul on May 31.

North Korea has also announced in the Chinese press, its
desire to complete the line, Beijing sources tBIR.AtNorth ~ Administration, resulting in the Framework Accord based
Korean-Chinese talks in Beijing recently, agreement wa®n peaceful development of nuclear electricity. Rather than
reached on rail transport of up to 100,000 Chinese soccerfans  biting the hook thrown by Armitage and his “clash of civiliza:
to Seoul via North Korea, th€orea Timessaid on Jan. 22. tions” crowd, for example, North Korean Chairman Kim
The North has also offered the new inter-Korean railroad to ~ Jong-il could boldly move to visit Seoul for the Second Inter-
Southern visitors to this Summer’s Arirang Festival in Pyong-Korean Summit, demonstrating that there is a better way out.
yang.

With peace breaking out, PresidentKimin his New Year'sTen Milesof Iron Silk Road
press conference urged U.S. President George Bush, who is Korean press reports since Jan. 17 have noted hopefully
scheduled to visit Seoul on Feb. 19-21, to soften his North  that since Chinese President Jiang Zemin, Russian Preside
Korea policy. Bush, however, did the opposite in his JanVladimir Putin, and other world leaders will be in Seoul for
29 State of the Union speech. Pressured by lunatics such as  the World Cup, North Korean Chairman Kim might also ful
Undersecretary of State Richard Armitage, by the U.S. ecdfill his promise to travel to Seoul—by raill—at that time,
nomic crisis, and by the Enron scandal, Bush put North Korea ~ which would mean a heads of state gathering of enormot
first on a list of “regimes developing nuclear missiles andinternational weight. On Jan. 22, South Korean Foreign Min-
arming with weapons of mass destruction.” Saying North Ko- ister Han Seung-soo confirmed that Seoul’s invitation to
rea is part of an “axis of evil,” he concluded: “The United world leaders to attend the World Cup “includes major digni-
States will not allow the world’s most dangerous regimesto  taries from North Korea.” South Korea also agreed in mid-
threaten us with the world’s most dangerous weapons.”  January to allow South Korean tourists to go from Mount

The New Silk Road and related economic development ~ Kumgang on North Korea's east coast, overland to the North
agreements, proposed by U.S. Democratic Presidential prern capital of Pyongyang to attend the “Arirang” festival.
candidate Lyndon LaRouche in 1992, have suddenly thus North Korean senior leader Yang Hyong-sop also mad
become the only path to move the Korean Peninsula awagn appeal for new talks with Seoul, ata meeting in Pyongyang
from confrontation. Korea requires a breakthrough moredra-  onJan. 22 which was widely reported by North Korean medic
matic than after the last confrontation over nuclear weapon¥n order to warm inter-Korean relations it is imperative to
policy in 1994, when LaRouche intervened with the Clinton  seek authorities-to-authorities dialogue and all forms of non-
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governmental talks and contacts and work harder to boost
them,” Yang said.

The re-connection of the Inter-Korean Railroad, which
would be a breakthrough for the worldwide Eurasian Land-
Bridge project, hasbecome aserious possibility only because
of major advances in relations between the Koreas, China,
Russia, and the entire Eurasian region. President Kim's re-
newed drive for the“last 14 km of the Iron Silk Road,” in his
December tour of Europe (see EIR, Dec. 21, 2001) washailed
by Jacques Cheminade, candidate for the Presidency of the
Republic of France and an associate of LaRouche, as the
best way “to restore just economic growth” for all people of
Europe and Asia. “Europe, with Russia,” he said in aJan. 12
statement, “should make clear that we fully support South
Kored's infrastructure and industrial efforts, by organizing
long-term, low-interest-rate credits for those projects which
will draw North Korea into the overal drive for Eurasian
development. As President Kim has repeatedly made clear,
only 14 km of rail need to be built to establish a rail link
between the two Koreas and Europe, which would enablethe
Trans-Korean [between North and South Korea] Railway to
reach the Russian Trans-Siberian, the Trans-Chinese, and the
Trans-Mongolian Railways’ (seefull statement below).

Italian, Russian, and other European support isalso com-
ingin. Thearticle*TenMilesof Iron Silk Road,” by Moscow
commentator Andrei Piontkovsky, picked up Kim’s theme.
In the Jan. 25 Russia Journal, Piontkovsky said that “Korea
islobbying aproject at the highest level that could become a
catalyst” to“rebuild our [Russia s] economy.” Theexistential
crisis facing Russia in the 21st Century isn't “whether tiny
Estoniawill join NATO,” hewrote, but “whether Russiawill
remain akey Eurasian power and keep itsterritory in eastern
Siberiaand the Far East,” which is being depopul ated by the
globa economic crisis. The Iron Silk Road, he said, could
reverse this, save Russia, and “link the Pacific Ocean to Eu-
rope for thefirst timein history acrossthe Russian territories
of Siberiaand the Far East.”

Russiahasnot only beenworking with Chinato encourage
North Korean openings, but has al so been promoting the con-
nection of the west-to-east railway from Seoul to North Ko-
rea’ seastern port of Wonsan, withthe Russian Trans-Siberian
Railway. The project has been basically agreed upon among
thethree nations concerned, the Korea Timesreported on Jan.
22, and now under negotiationisthe precisemethod of sharing
the construction cost. “ Such a tripartite agreement would be
agreat boost to theimprovement of theinter-K orean relation-
ship,” it said.

But could this al be done as quickly as May? “The line
could befinished quickly by combiningaNorth Koreanwork-
forcewith South Koreantechnology,” an official accompany-
ing President Kim noted on Jan. 17. “If North Koreaisserious
about the connection of therail link, it is certainly physically
possibletofinishit before May,” an official Seoul sourcetold
EIR. “Since there is only a short distance of about 14 km to
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“ Only 14 kilometers of
rail remainsto be
completed for the
Korean Peninsula to
become a major
commercial area that
links Eurasia with the
Pacific,” South Korean
President Kim Dae-
jung said on Jan. 17.
President Bush should
welcome a chanceto
be part of such a
diplomatic
breakthrough.

reconnect, it should be feasible to de-mine that area of the
DMZ andclear itfor therail lineintime. South Koreaistrying
to prepare for the World Cup as aworld festival. In light of
this, wewould welcome any world leaderscoming to attend.”
Thisincludes Chairman Kim Jong-il, whoisbeing constantly
invited to Seoul.

“The South Korea government has decided to forge the
railroad connection with both the Trans-China and Trans-
Siberian Railroads,” the state-owned Radio Korea Interna
tional reported on Jan. 18. “ They want to make South Korea
into alogistical intersection for Northeast Asia. The decision
was made under the leadership of Finance Minister Jin
Nyum,” the Deputy Prime Minister, who isworking directly
with President Kim and the Unification Ministry on the Silk
Road. Thisimpliedthat Jin, thearchitect of Korea’ seconomic
program, contemplates serious reorientation of South Korea
toward the Chinese and Eurasian market.

Flank Armitage and Brzezinski

President Bush, who has been facing the threat of amili-
tary coup d état inside the United States since Sept. 11, has
shown himself able to cooperate with new and unusual alies
since then, especially with Russian President Putin and Chi-
nese President Jiang. By himself, Bush might easily welcome
achanceto be part of amajor global diplomatic breakthrough
which the Seoul World Cup could present, since the U.S.
President would be heartily welcome at the World Cup heads
of state meeting.

Saner headsin the U.S. administration, such as Secretary
of State Colin Powell, have insisted repeatedly, until days
ago, that there is absolutely no evidence of any North Korean
involvement in terrorism against the United States. If he had
good advice, President Bush might well be delighted to be
present when the ribbon is cut to open the historic Iron Silk
Road, an event comparable to the hammering of the Golden
Spike which connected the U.S. east and west coasts in the
19th Century.

A group of clinical maniacs, however, led by the State
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Department’s Armitage, former National Security Adviser
Zbigniew Brzezinski, and other proponents of the “clash of
civilizations,” began beating the war drums against North
Korea at the beginning of January—just as peace “began
breaking out” in Korea. Their timing indicates that they are
more worried about the growing economic cooperation in
Koreaand itsimplications for the economic development of
Eurasia, and K oreaasanew economic superpower, than about
any military threat from Pyongyang.

“Wedon't want areunified K orea; wedon’t need asecond
Japan over there!” atop U.S. official of the Armitage stripe,
stationed in Seoul during the first Bush Administration, told
EIRonMarch 13, 1995. “Nobody wantsthat!” Former British
Prime Minister Margaret Thatcher “was right to try to keep
Germany divided,” hesaid, fearing the economic competition
aunified Germany might pose for Britain. “Not asamilitary
potential do we want unification, and not even Korea as a
strong economy,” hesaid. “Weneed to keep North Koreajust
asitis. We need a new enemy to replace the U.S.SR.” (see
EIR, April 7, 1995, p. 35).

These geopolitical kooks must now be strategicaly
flanked, by bold moves from the Korean side to draw Presi-
dent Bush personally into the peace process. They are ableto
pressurethe President because of the extremeeconomiccrisis
inside the United States. It is well known that Armitage in-
sisted in March 2001 that the Bush Administration rip up the
Clinton North Korean accords, and demanded a new “com-
prehensive approach” in which the United States won't talk
to Pyongyang until they agree to unilaterally disarm. The
geopoliticians knew this was a slap in the face, and did it
precisely to keep the “ enemy image.” Seoul’ s Kim Dae-jung
government made numerous statements to the pressin early
January that President Kim had planned to appeal personally
to President Bush at their Feb. 17 summit, to give up the
Armitage approach, let Pyongyang “save face,” and move
forward.

The Armitage entourage has been building their “case”
against North Koreaall month:

e On Jan. 11, the CIA, under pressure from Armitage’s
office, issued areport to the Senate Intelligence Committee,
stating that North Korea has finished preparations for tests of
the Tagpodong-2 missile, which, it said, could put al of North
Americawithinitsrange.

* On Jan. 14, Armitage himself loudly praised Japan's
sinking of a foreign ship in its waters, as a victory over a
“North Korean drug-running ship.”

e On Jan. 20, Speaker of the U.S. House of Representa-
tives Dennis Hastert (R-Il.), in a Seoul press conference,
warned that “North Koreaisathreat to South Koreaand other
countriesin Asiaat thesametime. . . . Thereishigh potential
for anuclear threat from North Korea. North Koreaisableto
launch germ war and nuclear warheadsin many cornersof the
earth. Even after the Sept. 11 attackson America, intelligence
agencies have been investigating about North Koreaand I’ ve
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had areport on the North every week.”

* OnJan. 24,U.S. Undersecretary of Statefor ArmsCon-
trol John Bolton, amember of the Armitage coterie, accused
North Korea of violating the Nuclear Non-Proliferation
Treaty. “The fact that governments which sponsor terrorist
groups are aso pursuing chemical, biological, nuclear, and
missile programsisaarming and cannot beignored,” Bolton
told the Conference on Disarmament in Geneva. “ Countries
such as North Korea and Iraq must cease their violations of
NPT and allow the International Atomic Energy Agency to
doitswork.”

“Isthe U.S. Distancing Itself From Kim Dae-jung’s Ad-
ministration?’ asked aKorea TimesJan. 28 editorial, pointing
out that Seoul opposition Grand National Party leader Lee
Hoi-chang met Armitage, U.S. Vice President Dick Cheney,
Secretary of State Powell, House Minority Leader Richard
Gephardt (D-Mo.) and other senior officials—whichis quite
unusual—during a long tour of Washington on Jan. 22-25.
He aso met former U.S. Secretary of State Henry Kissinger
and Brzezinski, akey architect of the“ clash of civilizations.”

Lee, inaJan. 25 Washington press conference, explicitly
opposed any visit by North Korean leader Kim Jong-il to
Seoul, and sharply attacked President Kim'’s “ Sunshine Pol-
icy.”“ They met Leebecause heisthefavoritefor the Decem-
ber election,” one Seoul officia said. The officia noted that
the U.S. Embassy in Seoul has mounted a campaign to oust
President Kim Dae-Jung’ s party from power in the Presiden-
tial election this Fall. None of thisisin America' s nationa
interest, and it can be defused, but thiswill require leadership
withvision.

Support South Korea’s
Peace Through
Development Policy

The following statement by Jacques Cheminade, candidate
for President of the French Republic, wasissued from Paris,
on Jan. 12, 2002. It followed South Korean President Kim
Dae-jung’s visit to Europe in December, in which he pro-
posed the “ Iron Slk Road,” from the Koreas to Paris and
Rotterdam, as a Eurasian-wide economic boon.

On Dec. 11, 2001, South Korean President Kim Dae-jung,
speaking at the European Parliament in Strasbourg, called
upon Europe to support his peace initiative toward North
Korea, and his inter-Asian and Eurasian development
policy.

This call deserves concrete support, especialy from
France and Germany, not only because peace through mutual
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economic development is an absolute right for all of East
Asia, but also because it is in our own interest to build a
new “lron Silk Road” linking Europe to Asia, in order to
restore just economic growth for our populations.

On July 6, 2001, Foreign Minister Hubert Védrine re-
ceived South Korean Foreign Minister Han Seung-soo in
Paris, and expressed “his conviction and his support” for
South Korea's “ Sunshine Policy” of opening relations with
North Korea. Earlier, Prime Minister Liong Jospin, in a
toast during a luncheon for President Kim, said on March
7, 2000: “France, as well as its European partners, supports
and approves the clear-headed policy of engagement which
you have toward North Korea. . . . Y ou have embarked upon
arapprochement with your neighbors, Chinaand Japan. Y ou
have thus opted for cooperation and the future, in spite of
the wounds and the misunderstandings of the past.”

Frenchmen and Europeans, the time has now cometo put
deeds behind these nice-sounding words. Last Fall, North
K oreasuspended thefourth session of the I nter-K orean M eet-
ings because of theworld military crisis, andin particular due
to the war-time state of aert on which the 37,000 American
troopsin South K orea have been put. American Ambassador
to Seoul Thomas Hubbard furthermore stated on Oct. 26,
2001, that South Korea must “reform its structures” by stop-
ping public aid for South Korean companiesin financial dif-
ficulty, as has been demanded by the International Monetary
Fund, which will severely damage the domestic economy.
Mr. Hubbard indicated that Washington might limit imports
of South Korean steel if Seoul did not comply.

Europe, together with Russia, should therefore makeclear
that we fully support South Korea' sinfrastructure and indus-
trial efforts, by organizing long-term, low-interest creditsfor
those projects which will draw North Korea into the overall
drivefor Eurasian development. AsPresident Kim hasrepeat-
edly made clear, only 14 kilometers of rail line need to be
built to establish arail link between the two Koreas and Eu-
rope, which would enable the Trans-Korean Railway (be-
tween North and South Korea) to reach the Russian Trans-
Siberian, the Trans-Chinese, and the Trans-Mongolian
Railways.

Onamoreambitious level, by building the new Iron Silk
Road and the new fiber-optic and other high-technology links
outlined in Strasbourg by President Kim, Asia and Europe
would progressively become a unified continental develop-
ment zone.

President Kim has also taken leadership to create a true
East Asian development organization from the countries of
Southeast Asia[the Association of Southeast Asian Nations],
and South Korea, Japan, and China in Northeast Asia, the
ASEAN+3. TheEast Asian Vision Group of Adviserstothese
13 nations' heads of state, submitted areport for the nations
toform an East Asian Community, laying the basisfor under-
standing and cooperation among Asian countries, on Nov. 5-
6 at the Brunei summit of the 13 heads of state. North Korea
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has also been invited to participate. President Kim Dae-jung
is also aware that this is not enough, and that Russia and
Western Europe are indispensable in order to give this per-
spective sufficient breadth and extension.

European countries, which should be calling for a New
Bretton Woods monetary system, for anew international or-
der reorienting credit to infrastructure devel opment, produc-
tion, and labor, should also include this East Asian coopera-
tion with Russiaand Western Europe in the proposal.

At the time when the two Koreas are willing to accept a
Peace of Westphalia or an Edict of Nantes, we must provide
themwithan extensioninto Europeand Asia. Our EIR Special
Report on the Eurasian Land-Bridge and New Silk Road
[“The Eurasian Land-Bridge: The ‘New Silk Road'— L oco-
motive for Worldwide Economic Development”; see also,
“Eurasian Land-Bridge: Build Our Way Out of the World
Depression,” EIR, Nov. 2, 2001] hasbeen circulatingin Asia
since 1997. Now isthetimeto act.

What are our political leaders waiting for? What are our
major corporations waiting for? We, as Frenchmen, have no
excuse: lsn’t Koreathe Asian country where Frenchisspoken
most? We, as Europeans, have no excuse. Wasn't Korea a
pioneer in the development of the printing press in the 8th
Century? Didn’t Korea invent the first armored ships during
the European Renaissance? General de Gaulle used to speak
of a Europe from the Atlantic to the Ural's; the hour has now
struck, for a Eurasia from the Atlantic to the China
Sea.

Euro Is a Disaster,
As EIR Predicted

by Rainer Apel

The introduction on Jan. 1, of the European Union’s (EU)
new single currency, the euro, for daily use by citizens, has
already borne out EIR's forecast of ten years ago, that the
EU’sMaastricht Treaty, with its stringent budget-cutting cri-
teria for membership in the European Monetary System, or
“euro-zone,” would be a catastrophic failure for the national
economies involved. By the end of January, the euro had
aready lost 6% in vaue, hovering at around 85-86¢. The
economic situation is worsening in al of the EU member-
countries, notably inthe 12 statesthat belong to the euro-zone
(EU members Britain, Sweden, and Denmark have stayed
out, so far).

The most worrisome developments are reported from
Germany, the biggest economy in Europe, and the importer
of last resort for the rest of the EU, absorbing 20%, 30%, or
evenmore, of entire categories of goods produced in the other
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EU economies. In November 2001, which isthe latest figure
published officially, Germanimportsfromtheother EU coun-
tries had declined 20% compared to the previous year. Ger-
man exports to the rest of the EU dropped by “only” 7.3%,
in the same period. This promptly led to an additional half-
million jobless in Germany during December and January.
That, after a half-million jobs had already been wiped out
during 2001, in the productive Mittel stand sector—the small
and medium-sized firmsthat account for 50% of all industrial
or other productive investments, 60% of generated product
value, 70% of all jobs, and more than 80% of all apprentice
jobs. As the association of savings banks in Germany, the
DSGV, reported on Jan. 28, theMittel stand | ost al most 34,000
firms in 2001 and 31% of the sector’s firms do not earn a
single cent in profits. Joblessness, whichisat an official level
of 4.3 million (to which 3-4 million “hidden” joblesshaveto
be added) for January 2002, is certain to reach the 5 million
mark, soon. Without stateintervention, unprecedented invest-
ment incentives for the Mittelstand, and big infrastructure
projects to create many new jobs at once, the German labor
market is doomed, and with it, the prime export market for
therest of Europe.

‘Early Warning' to Germany

But, the German government istrying to be the star pupil
of the Maastricht system, as it intends to strictly implement
the budget restrictions of the treaty, which outlaw such state
interventions. Instead of campaigning to abolish the entire
system and replaceit with asystem of coordinated, sovereign
national economies—or, at least, to ease the restrictions on
nationa budgets—the German Finance Ministry continues
manipulating its data, in order to keep the aura of Maastricht
intact. Thisisinvain, however, as Germany has beeninching
closer and closer to astate budget deficit exceeding the 3% of
Gross Domestic Product limit set by Maastricht. Despite all
itstricks, Germany isat 2.7% now, which makesit acandidate
for an “early warning” by the watchdogs at the EU Commis-
sionin Brussels. That warning isthefirst stage of aprocedure
at theend of whichwill be sanctions—apenalty that Germany
must pay for “violating the criteria.” That penalty, to be paid
to the Commission, will bein the range of 4-5 billion euros,
for the next fiscal year.

On Jan. 30, the EU Commission issued the “early warn-
ing” to German Finance Minister Hans Eichel.

This was the second setback for Eichel in two days: On
Jan. 29, the government luckily escaped a Supreme Court
ruling over a delicate budget issue: the unsecured funding
of the EU’s joint project for building a new, large aircraft
for military air transport, the A400 M (a military version of
the Airbus 400 modd!). By treaty with the other EU partners
inthat project, notably France and Britain, Germany isbound
to purchase 73 of these aircraft for the sum of 8.6 hillion
euros. But in order to keep expenses down in the FY 2002
budget, and therefore avoid exceeding the 3% deficit limit,
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Eichel and Defense Minister Rudolf Scharping designed a
complicated scheme according to which Germany would
assign only 5.1 billion euros for the aircraft this fiscal year,
and the remaining 3.5 billion in FY 2003. But then, the
British government forced Germany to stop being vague
about the future of the 3.5 billion, and sign a “side letter”
on Dec. 18, agreeing to put the entire 8.6 billion on the table
by no later than Jan. 31.

Boxed in, Berlin organized its parliamentary majority to
pass aresolution in favor of the Eichel-Scharping scheme on
Jan. 24, claiming that this was official enough to meet the
Jan. 31 deadline. The parliamentary opposition of Christian
Democrats and Free Democrats promptly filed alegal action
against the government before the Supreme Court, which is
expected to force the government to respect the budget laws,
which outlaw detailed pre-determination of expenses in a
budget (FY 2003, that is) that has not yet been passed by par-
liament.

The entire A400 M affair just illustrates the many pains
that Berlin is suffering, in its desperate attempts to keep the
aura of Maastricht intact.

Other Problems

But there are other problems faced by the Minister of
Finance. For example, corporatetax revenue, oneof twomain
sources of revenue from the corporate sector (the other being
the sales tax), is showing a disastrous trend, under the com-
bined impact of pro-globalization tax cuts and the declining
ability of firms to pay taxes because of depression-related
reduced output. Whereas in FY 2000, the government still
collected 23.6 billion deutschemarksin corporatetaxes, it was
hit with a net loss of DM 0.5 billion in 2001—which is a
difference of DM 24.1 billion, or almost 12.4 billion euros.

In one year, therefore, corporate tax revenues collapsed
by 102%, afigure not recorded in German fiscal history since
the Great Depression. The Maastricht house of cardsis col-
lapsing in Germany. The only way out of the troubles caused
by the collapse of Maastricht, isitsreplacement by aEuropean
sub-variant of a New Bretton Woods reorganization of the
global financial-economic system, as has been proposed by
the LaRouche movement.

This aternative has been addressed prominently in an
official challenge issued in mid-January by Helga Zepp-
LaRouche, national chairwoman of the German Bi1So (Civil
RightsMovement Solidarity) party, toincumbent Chancellor
Gerhard Schroder and his Christian Democratic challenger,
Bavarian Governor Edmund Stoiber (see EIR, Feb. 1, 2002).
She called on both politicians to stop propitiating Maastricht.
Instead, she said, they should face the necessity of declaring
that system null and void, and acknowledge the urgency of
fighting the deepening economic depression with proven
methods of physical national economics that favor invest-
mentsin production, asthe fundament on which full employ-
ment and sound tax revenue generation could be based.
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Indonesia Is Threatened
Economically, Militarily

by Michael Billington

Indonesia was the most devastated among the several South-
east Asian countries hit by the 1997-98 speculative assault
by George Soros and the hedge funds, and has been further
crushed by the dictates of the International Monetary Fund
(IMF) over the past four years. With over 40 million Indone-
sians unemployed (about 40% of the workforce), and the
number rising, the country is now being hit from two sides
simultaneously: demandsby theIMFto giveup all remaining
sovereign defenses of the national economy; and threats that
Indonesiaisfailing to act against the “ international terrorist”
networks supposedly operating freely within the country—a
charge contested by the government.

U.S. Deputy Secretary of Defense Paul Wolfowitz,
backed up by a press barrage led by the Washington Post
and the New York Times, has named Indonesia as one of the
preferred “Phase |1” targets of the U.S. war on terrorism.
They accuse the government of being weak and complacent
inregardtoterrorist networks, whileareas of the country have
supposedly fallenout of thecontrol of thecentral government,
becoming centers of operation for al-Qaeda-linked groups.
Such threats were reinforced when President George Bush,
in his Jan. 29 State of the Union Address, said that 12 states
(the Philippines and Indonesiaare on thislist) have al-Qaeda
networks operating on their territory. Bush added: “Some
governmentswill be timid in the face of terror. And make no
mistake about it: If they do not act, Americawill.”

In the Philippines, U.S. military forces have commenced
joint search and destroy missionswith the Philippines Army,
with no clear objectives or limits on the potential for expand-
ing the engagement of U.S. troopsin combat, and over strong
objections by leading political forces in the Philippines, in-
cluding some even within the government itself. U.S. inten-
tionsin Indonesia are therefore a matter of great concern.

Theterrorist/military aspect of thecrisisin Indonesiacan-
not be understood apart from the economic disaster now fac-
ing the nation. Indonesian economists are warning that Indo-
nesia could become the “next Argenting” while the
government has called for a moratorium on its foreign debt,
inthe form of a“restructuring” of both principal and interest
for at least the current year.

And yet, theIMF issgueezing the country to the breaking
point, asthe following examples demonstrate:

e Thelast Letter of IntentwiththeMF, signedin Decem-
ber, demanded a phased cut in fuel and power subsidies (i.e.,
arisein rates), and increases in phone rates. The increases
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began in January and will continue throughout the year. One
immediate effect was spikesin kerosine and other fuel prices,
aswell as near panic in some areas over the price and supply
of rice and other staples. Although there have been relatively
only mild protests thus far, the memory of 1998 is fresh in
the nation’s memory, when IMF Managing Director Michel
Camdessus gloated over President Suharto ashe signed away
the country to similar IMF dictates, leading to horrific riots
and the downfall of theregime.

» The IMF has responded harshly to the decision by the
administration of President Megawati Sukarnopultri to permit
companies which were supported by the government after
the 1998 crash, to stretch out their debt repayment, from
four years to ten years, at areduced interest rate (9% rather
than 17%). Since the companies have not recovered, de-
manding payment now would mean the closing of many of
Indonesia’s private-sector industries and financial institu-
tions—or their sale to foreign interests at a nickel on the
dollar. This is the IMF's preferred “solution,” as demon-
strated repeatedly throughout the world. David Nellor, the
IMF representative in Indonesia, demanded an explanation
of this breach of IMF conditionalities, and said that “the
primary consideration must be given to the budgetary impact
of such a move.”

« Indonesia s hesitancy to sell off the crown jewels (the
state-owned banksand industries) toforeignersisunder fierce
attack. Thesale of ahuge cement company, PT Semen Gresik,
to the Mexican giant Cemex, has been held up by national
legidlators, provincia officials, and Gresik employees, who
all regject the loss of this national industry. The other major
sale on the table, that of the largest bank, and branch bank
network in Indonesia, Bank Central Asia (BCA), is moving
forward, but thel M Fand Westernfinancial presshavewarned
Indonesia that if an Indonesian company is chosen as the
buyer, rather than a foreign bidder, this would constitute
prima facie evidence that the entire process is corrupt! One
American Indonesia expert told EIR, “If the government
won't sell BCA to [Britain’g] Standard and Chartered Bank,
then foreign investors will wash their hands of the country
altogether.” Foreign direct investment has aready fallen
41.5% in the past year, reflecting the economic collapse now
striking the Group of Seven (G-7) nations.

National Development Planning Minister Kwik Kian Gie
caused a stir on Jan. 28 when he declared that BCA should
not be sold to any of the foreign bidders, because the bank
receives $480 million per year as interest on its government
bond holdings, which should be kept within the country. This
putsin perspectivethe IMF s*“generous’ loanto Indonesiain
January of $341 million, an apparent carrot for raising fuel
and energy pricesand for moving forward on the prospective
sale of BCA. But note that the country will lose more money
each year in bond payments to a foreign-owned BCA than
they take in from the IMF loan. Economist Rizal Ramli
pointed out that in 2001, Indonesia received $400 millionin
loans from the IMF, but paid the IMF $2.3 hillion in debt
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service in the same period.

A leading Indonesian economist, Sri Mulyani Indrawati,
told EIR that sheis convinced that the current huge debt bur-
den, both foreign and domestic, is unsustainable. The 1998
devaluation of the rupiah by more than 300% more than tri-
pled the debt burden on the Indonesian economy (without
Indonesia having borrowing a cent!). Nonetheless, the Indo-
nesian economy was far stronger at that timethan it istoday.
Over these four years, not only has the industrial infrastruc-
ture of the country been decimated, but the oil price has col-
lapsed (Indonesia is a major oil producer), and Indonesia’ s
primary export marketsinthe G-7 have collapsed. The poten-
tia for a national default within the next two years, unless
drastic changes are implemented, she warned, is very great.
Sheis also pessimistic that the Paris Club of creditors will
grant the government’ srequest for atotal restructuring of the
approximately $3 billion in debt service due this year—and
next year, the figure will be more than $10 billion.

Thedire nature of the crisispointsto thefact that the only
measuresthat can succeed in preventing the disintegration of
the nation, are of the type presented to Argentina by U.S.
Presidential pre-candidate Lyndon LaRouche following the
Argentine default and the collapse of the government in De-
cember: immediate implementation of currency and capital
controls of the sort in existence in the 1950s; adoption of the
proven, dirigist measuresto expand productiveinvestment in
industry and farming; afreeze on all foreign debt obligations.
And, asLaRouchewrotein regard to Argentina, but whichis
equally true for Indonesia: “1n dealing with foreign creditors
and foreign powers, Argentina must recognize that its weak-
ness is its strength. Argentina is merely a symptom of the
current state of the global financial system. Therefore, who-
ever is pushing Argentina should realize that Argentina has
the meansto set in motion aprocesswhich will acceleratethe
true state of the bankruptcy of its foreign creditors—Spain,
Italy, Germany, France, the United States, and Japan. Argen-
tina can reveal what is the true financial conditions of those
countries and the global system.”

Wolfowitz ThreatensWar

On Jan. 8, the New York Times published an interview
with Deputy Secretary of Defense Wolfowitz, the leading
spokesman within the administration for the “ clash of civili-
zations’ policy for global religiouswars, beginningwith Irag,
disregarding the coalition forged among President Bush and
Russia, China, and others, which has thus far prevented just
such adisaster from unfolding. In the interview, Wolfowitz,
whoonceservedasU.S. Ambassador toIndonesia, essentially
admitted that he had been defeated in his effort to convince
President Bush to go to war with Irag, at least at thistime, but
that he expectsto find some weaker nations, such as Somalia,
Yemen, the Philippines, and Indonesia, where the United
States could expand the war begun in Afghanistan. He de-
scribed Indonesia’s government as “extremely weak,” and
said that the government has virtually lost control over vast
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areas of the country, allowing a-Qaeda and other terrorists
freeaccess. The Timescalled Indonesiaan “anarchistic state,”
and quoted unnamed Pentagon official ssaying that the United
States is “looking for bad guys to chase” in Southeast Asia,
and that Indonesiaisthe “most worrisome” for Washington.

As the U.S. military operation in the Philippines was
rushed into place (see”U.S. ‘Phase |’ Escalation Pushesthe
PhilippinesCloser to Chaos,” EIR, Feb. 1, 2002), the Western
media escalated coverage of Indonesia as virtually a“failed
state.” Newsweek, for example, in its Feb. 4 issue, said that
Indonesiahad a“cavalier attitude” toward the war on terror-
ism, that it was the “weakest link in the war on terrorism in
Southeast Asia,” with porousborders, vast corruption, leaders
“leery of offending the country’ s200 millionMuslims,” anda
weak Army with elementswhich supported | slamic extremist
groups. The Washington Post, in a Feb. 27 editorial, wrote:
“Al-Qaeda and its allies seem to retain breathing space [in
Indonesia) that no longer exists in Afghanistan or Pakistan.”
The editorial admonishes President Bush that he has not
“found the means to adequately answer the threat. . . . These
networks are aggressively plotting to kill Americans; no less
than in Afghanistan, the United Statesmust act urgently inits
own defense.” Then, in the State of the Union Address, Bush
said the United States will act where governments prove to
betoo “timid.”

Whileitistruethat thereareviolent organizationsin I ndo-
nesia, both religious and ethnic in nature, it is also true that
these tendencies were largely subdued before the collapse of
theeconomy in 1997-98. But with two-fifthsof theworkforce
now unemployed, the country hasbecome aspawning ground
for violenceof all sorts. Thewar-promoterspoint tothearrests
in both Maaysiaand Singapore of terrorist cells, with tiesto
Afghanistan, some of whom were planning attacks on U.S.
facilities. But the fact that these countries escaped the worst
of the economic collapse of the “Asiacrisis’ (in Maaysia's
case, because it rejected the IMF policies and protected the
currency and the general welfare), provided the environment
inwhichtoisolate and arrest such criminals. Most important,
these countries, while welcoming shared intelligence and co-
operation with the United States and others, acted through
their own sovereign institutions.

Indonesiadeserves U.S. military aid to build up its weak-
ened capacities—aid which has been foolishly denied be-
cause of human rights complaints related to the conduct of
the 1999 referendumin East Timor. The Bush Administration
has offered $10 million in anti-terrorist assistance, and istry-
ing to convincethe Congressto lift the existing ban on further
support. However, Indonesia has not decided whether to ac-
cept the offer—perhaps because it doesn't know “which
America’ it isdealing with, and what the conditionswill be.

What must be made clear to al, isthat the terrorist prob-
lem can only be dealt with in a purely sovereign manner, and
that until sovereign economic measures are implemented to
stop the bleeding of the nation by foreign economic terrorists,
the violence will only get worse.
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Will Japan Continue as
An Industrial Nation?

by Kathy Wolfe

Japan’s unemployment climbed to 5.6%, the highest since
records began in 1953, the government said on Jan. 28, with
more than 3.4 million people out of work. Machine tool
orders plunged 43.6% in December compared to a year ago,
according to the Machine Tool Association, including a21%
drop in domestic demand for industrial investment.

At the same time, Anglo-American attempts to start a
run on Japan's banks escalated, as major players endorsed
the “prediction” by John Makin of Washington's American
Enterprise Institute (AEI) that some $1 trillion is about to
be pulled from the banks (see EIR, Jan. 25, 2002). Standard
& Poor’s rating agency described Tokyo's banking system
as “technically insolvent” in the London Financial Times
on Jan. 29. On Jan. 21, Moody’s cut ratings of Japan’s
biggest banks to negative. Richard Jerram at ING Barings
Tokyo told the Jan. 23 New York Times that over $755
billion in deposits are already being moved from small
to big banks, into gold, or under the mattress, by fear-
ful Japanese.

“Will Japanese Prime Minister Koizumi Freeze Bank
Deposits?’ shouted headlines in the Tokyo intelligence leak
sheet Weekly Post on Jan. 21. The government is “ confiden-
tially preparing to pass legislation that would freeze deposi-
tors' bank savings as a form of ‘martial law in a financia
emergency,’” they wrote.

And, if Wall Street tanks this year, every American
housewife now knows whom to blame, since even the popu-
lar magazine Newsweek in late January ran a feature titled
“Japan as Argentina,” promoting Makin and his theory. Ja-
pan, they write, “is threatening the global financial system
like amoody emerging market.” New Y ork’s Lazard Freres,
the bank that owns Newsweek, expects a U.S. crash, which
will destroy major American banks. They need an enemy
to take the blame, and Iraq won’t do.

“Theroot of this crisisis that the Japanese people gener-
ated alot of savings, but refused to send it out of the country,”
said Dr. Makin, reached for comment on Jan. 30. Now, he
said, Wall Street plansto makealot of money, asin Thailand
and Korea in 1998, because “if they think their financia
system is going to collapse, they’ll want to get their money
out.” Guess who wants to handle that $7 trillion in cash
outside Japan.
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Japan’sExistential Crisis

Wiser heads in Tokyo should realize by now, that it's
usel essto keep playing the post-1971 International Monetary
Fund (IMF)-World Trade Organization game, as the happy
junior partner selling consumer goods to the fat American
market. The semi-rational world of the 1960s is gone. The
peopleonthe other side of thetablein New Y ork and London
areno longer rational partners, but lunatic speculatorswho—
like the Enron management—are likely to steal your last
dollar this week, and never think about how either of you
will eat, next week.

“Dr. Makin's comments are compatible with his desire
to make a profit, since he is aso affiliated with Caxton
Corp.,” a $3 hillion Wall Street hedge fund tied to mega-
speculator George Soros, which has major assets in foreign
currency speculation, one Japanese official pointed out to
EIR. “His philosophy is: ‘If there is a chance of making
money, just do it.”” Makin's “theory” is just an assertion,
that his circles want a bank run, so he'll try to create one,
the official noted. “His model relies on acrucia assumption:
Bank runs in Japan will take place nationwide. Unfortu-
nately, | do not see how his description of bank runs could
occur in a systemic manner. I’ ve done some research on the
mechanism of bank runs mysdlf. It's not easy to create
an incentive for all the depositors to collectively run on
their banks.”

The larger point, however, is that the global, dollar-
based, IMF-centered banking system is bankrupt, Presiden-
tial pre-candidate Lyndon LaRouche told an international
webcast in Washington, D.C. on Jan. 24. “Japan faces an
existential crisis,” LaRouche said, like dozens of other coun-
tries, due to the IMF system’s terminal illness.

“Japan has been under foreign attack, for along period
of time ... on the issue of Japan’s policy to industrialize
the rest of the world,” LaRouche said. “Japan has been
attacked for its 1970s Iran policy; Brzezinski attacked Ja-
pan’'s Mexico policy and so forth.” He was referring to
Brzezinski’ sthreat in 1979, after Japan had began to industri-
alize Mexico and Iran, that “we don’t want any more Japans
south of the border.”

Previously, LaRouche continued, most Tokyo leaders
“believed Japan’s mission was to find, especially among its
neighbors in Asia ... the possibility of doing good, and
going into these countries and working with these countries
to develop them, not simply as markets for Japan exports,
but as a national security policy.”

No Domestic Way Out
But when, after 1980, Tokyo agreed to stop shipping so
many industrial goods to the Third World, and focus on
consumer exports to the West, it was a strategic blunder,
LaRouche said: “Japan’s potential has been destroyed.”
“Take a wider view,” LaRouche went on. “Look at the
entire global system now. Now, the system is coming down.
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Japan has been used, during the 1980s—especially since the
middle of the 1980s—and beyond, has been used as atowel -
boy for Wall Street and L ondon. Japan has been told to print
money, and doing all the things that the United States and
Britaintolditto do, in order to subsidizethe Anglo-American
system. ... Now, Japan has reached the point that it is
technically bankrupt’—along with magjor U.S. and Euro-
pean banks.

“So Japan hasreally nothing to lose by facing that reality.
There is no possibility for recovery or survival of Japan
under present global conditions. And, when Japan goes, the
U.S. dollar goes, because without the support of Japan, the
U.S. dollar will collapse very soon. . . . You get two or three
more countries, like Japan and Argentina, going under, such
as Poland or Turkey, a few others that are highly eligible
... the whole system is gone!”

Therefore, the only solution for Japan, isan international
solution, the creation of a New Bretton Woods international
monetary system, LaRouche said. Thereisno domestic solu-
tion for Japan. Immediately, “we have to reach a closer
understanding among people of influence in various coun-
tries, who can then jointly operate to bring their nations that
they also represent, together,” to come out in public and tell
the whole truth about the world situation. It is not three
Argentine banks or four Japanese banks, but the global sys-
tem which is the bankrupt, and needs top-down reorgani-
zation.

An Industrial Future?

Japan’s large industrial producers may face the same
threat as South Korea's Hanbo Steel or Daewoo Motors:
to be dragged into bankruptcy by a combination of IMF
“globalization” and the attack on the banks. Fujitsu, Japan’s
top producer of mainframe computers, has been losing 18
billion yen a year and its share price has dropped sharply,
due to foolhardy investments in the U.S. and British “dot-
com” sector, Nikkei said on Jan. 24. Toyota Motors is in
similar financial trouble.

Examine in more detail Wall Street’s claims as to what
isthe “fundamental problem” in Japan, which is threatening
to destroy the world. Their argument isthat Japan has gotten
into banking trouble because it keeps trying to function
as an industrial nation—and therefore, Japan should not
continuethis. “Big business” and “ corrupt bureaucrats’ have
so expanded industrial plant, they say, that they can't sell
the output, so their loans to the banks have gone bad.

“The root of this crisis is that the Japanese people . ..
put their money in domestic banks and government banks,”
such as the Postal Savings system, which has almost $2
trillion, Makin claims. “ So the banks and government took
the role of intermediaries and over-invested massively in
Japan in industrial plant and equipment and research and
development—electronics, autos, all sectors of industry.
Their disposition of accumulated savings has largely gone
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into excess industrial capacity.”

Makin's mentor, Prof. Karel van Wolferen of Amster-
dam University, stated this on Jan. 21 in an editoria in the
Weekly Post, which urged Japan’ s citizensto get their money
out of the banks fast, before the corrupt government freezes
al deposits. “Japan must alter economic policies emphasiz-
ing manufacturing, and shift to those stressing consumers,”
he wrote. “Japanese economists frequently dwell upon in-
creasing productivity of business corporations; however, de-
mand cannot follow the increase of production capability.
Japan is facing an excessive surplus of production capac-
ity. ...

“The Japanese miracle of economic growth wasachieved
based on bad debts. . . . The current Japanese financial sys
tem is on the same basis.”

Wolferen explained his pernicious “Japan theory” in
more detail to Wired magazine in June 1999. “Japan has a
credit system where there is a collective understanding of
which industries ought to be encouraged. This ensures those
industries have access to an unimpeded flow of funds and
that they do not need to show a profit. . .. They can go for
ten yearsfighting for international market share and belosing
money al the time. In Japan’s postwar system, investments
were made not for profit but for gaining industrial strength.
Japan wanted to become not rich, but strong. The Japanese
economy ishasically awar economy operating in peacetime.
It worked very well for a long time. However, it became
clear that Japanese expansion of productive capacity could
not go on forever. The world demand simply wasn't suffi-
cient.”

Geopolitics Playing * Economics

And why not? Why could not Japan have gone on, to
industrialize Mexico, Iran, and then Africa? There is no
answer—only Brzezinski’s geopolitical desire to keep these
nations as colonies, and the old prejudices of the 1972 anti-
industria “Limits to Growth” theory.

The danger of this, however, is that it appesls to the
piggish side of the Japanese public, which is urged to focus
only on “what will happen to my money?” and ignore the
fact that the nation isbeing destroyed. Thisiswhat happened
to Americans in the savings and loan crisis of the 1980s.
The corrupt Japanese mediaare blaming the nation’ stroubles
on bureaucrats and “ crony capitalists’—to whip up the pub-
lic until it supports calls for banks and the companies they
lend to, to be shut down. ThisisWall Street’ s“fi nal solution”
for Japan’s sin of “excess industrial capacity.”

The System Called ‘ Japan’ Which Does Not Make People
Happy is the title of arecent best-selling book in Japan, by
Wolferen, about “the social cost of the system’s political
and business bureaucracy.” Japanese would be more happy,
he concludes, if they had less industry.

Didn't Asian nations fight Opium Wars and wars of
independence against this kind of colonialization?
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Business Briefs

Deregulation

Brazil Re-Regulates
Electricity Production

Brazilian President Fernando Henriqy
Cardoso headed up the meeting of the H
ergy Crisis Commission in which the gov
ernment has decided to revoke major pal

of its deregulation of the electricity industry,

which has been privatized by incremen
over the past four yeargero Hora reported

structure,” the specialists propose that cin-
ventional ground-based space facilities no
longer meet requirements for the future,
infrastructure should be built in space. Th
report says that “opening up outer spa
would require infrastructure in space, mug
e like the development of land, sea, and a|
nwhich require ground facilities such as rai
- roads, sea ports, power stations, and g
tgorts.”
Academician Wang Xiji explained
s“The so-called space-based infrastructy
refers to the engineering systems that will

e
Ce
h
r,

ir-

re
e

on Jan. 10. The decision comes in the wakepuilt in space, and used in developing and

of the collapse of the energy pirate Enron

The Energy Spot Market (MAE), which
was “self-regulated” by the private secto
will be eliminated, and replaced by a Brazi
ian Energy Market (BEM), which will be
regulated by the National Electricity
Agency. The BEM will resolve conflicts|
among generators, distributors, and selle
of electricity, previously left to the whims
of the market. “What is being done is an in
depth revision of the system. The jammin
up of the MAE was the Achilles’ heel of all
the crisis. The systemwas created to be co
petitive, and itended up not being so,” Pres
dent Cardoso said.

The government will maintain its con
trols on the price of electricity sold by thg
generators, which provide 90% of the cou

try’s electricity. This reverses the decision, of a “fourth territory,” needs “vigorous pro-
scheduled for 2003, to lift all price controlg.

Francisco Gros, head of the national oil con
pany Petrobrs, explained this measure g
necessary to stop the “rate shock” which w
looming. The government also announcg
on Jan. 9, that it will not privatize any mor
generators.

China

exploiting space resources and expanding
the habitation space of humankind.” Itwoul
I, include increased performance of meteorol-
- ogy satellites, building an Earth remote-
sensing infrastructure, a three-dimensional
navigation and positioning system, a na-
tional geographic information system, ocean
2robservation satellites, disaster and envirgn-

Lamptey supports various measures to
ostensibly prevent the spread of AIDS

sothrough sex, butwarnsthat poverty is greatly

worsening the disease’s spread: “The pan-
demic continues its relentless spread—
about 14,000 people are infected every day.
... Large-scale prevention efforts have been
successful in only a few countries, mainly
because of inadequate resources and lack of

international commitment.”

Nearly 30 years ago, U.S. Democratic
Presidential pre-candidate Lyndon
LaRouche formed a Biological Holocaust
Task Force, and warned that a new Dark Age
would see unprecedented pandemics if poli-

cies contributing to economic decline, lack
ofinvestment in medicine, and non-enforce-
ment of public health measures, were not re-
versed.

mental monitoring infrastructure, and a c
- vilian information network suitable for us
g during wartime.

All of these elements, and China’
Mmanned space program, are included in
i-government’s 10- and 20-year space p

gram plans, released lastyear. But China,
authors state, has “alag inthe consciousn
¢ of the people and the nation” of the impo
N-tance of space development. This conce|

motion in China. . . . Developing ‘space te
N-ritory’ should be treated as afundamental n
S tional strategy.”
as
ed

D

Biological Holocaust

Warning That AIDSWill
BeWors Pandemic Ever

Academicians Say, Build
Space-Based I nfrastructure

Four spacetechnology specialists of the C
nese Academy of Sciences have called

the development of China’s “fourth terri
tory,” i.e., space, the China News Ageng
reported on Jan. 15. In their report, entitle

Philip Lamptey, president of the U.S.-base
Family Health International AIDS Institute
warns that AIDS will surpass the 14th-Cer
tury Black Death as the world’s worst par
ni demic, unless the 40 million HIV/AIDS
offerers get life-prolonging drugs. He wrote i
thgritish Medical Journal which was re-
y leased in January. In the 14th Century, bj
d  bonicplaguekilled 40 million peoplein

“Building of China’s Space-Based Infrat
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- Economic Policy

‘Neo-Liberal’ Modd
Ravaging theWorld
(0]

l“bevastating new evidence is coming to light

PSSbout ravages wrought in the world econ-

~omy by the “neo-liberal” model, London

PlGuardian Economics Editor Larry Elliott
wroteonJan. 21inanarticle entitled “A Cure

~ Worse Than the Disease.” Elliott points to

@the failure of “shock treatment” in Russia
and Argentina, but says that the most graphic
example is the much-heralded case of New
Zealand, whose policy, a miserable failure,
was designed by the Mont Pelerin Society,
which EIR warned would crack about in a
two-part series in Oct. 21 and 28, 1988; and
revisited on June 13, 1997.

In 1984, New Zealand’s Labour govern-
ment started deregulating interest rates, re-
moving international capital restrictions,

dfloating the currency, removing agricultural

subsidies, and did much more alongthe same
lines. As a consequence, inequality in New
Zealand grew more rapidly than in any other

sufeuntry, yetitwas “hailed as the country that

n the rest of the world should emulate, the role

modelthat had dared to dowhateven [former

u-  British Prime Minister Margaret] Thatcher

Asieould not, and was all the better for it.”

and Europe.

Butthere has been created a society with
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massive inequality between rich and poor.
Elliott pointsto theirony: “Inabrutal sense,
the New Zealand experiment was worth-
while. It highlighted theineffectiveness and
risks of policies that deliberately foster in-
equality. New Zealand has shown theworld
how nottodoit.” Anaccompanying cartoon
shows a patient labelled “New Zealand” on
an operating table, being reduced to dust and
rubble, by the administration of “Economic
Shock Treatment.”

Space

satellite, which will land on the Moon and
study its physical constitution by measuring
tectonic waves.

Oneyear later, theambitious Selenemis-
sion, again by Japan, is supposed to follow.
Selene will be ahuge scientific orbiter, sur-
veying theMoonwith X-ray and gamma-ray
spectrometers, at the same time making an
altitude map of the Moon surface using la-
sers, andlooking 5 kilometersbel ow thesur-
face using radar systems.

Indonesia

Approaches Diverge
On Moon Colonization

Second Independence
Movement vs. IMF Urged

The exploration and colonization of the
Moon was the subject of an international
conference in Berlin on Jan. 14-16, entitled
“New Viewsof theMoon” and organized by
the German space research agency DLR.
Unsettled scientific issues were discussed,
such as how the Moon was created, and the
possible existence of water resources at its
South Pole, whichwoul dbean enormousad-
vantagefor any futurelunar manned station.

According to areport inthe Jan. 23 Ger-
man daily Siddeutsche Zeitung, two schools
of thought on future manned space missions
were clearly visible at the conference. On
oneside, are those scientists and space engi-
neers, typified by the Jet Propulsion Lab in
Pasadena, California, who want to go to
Mars as quickly as possible, relying on the
International Space Station. Because bud-
getsaretight, they aretrying to avoid spend-
ing anything on colonizingtheMoon. Onthe
other side, there are the European Space
Agency (ESA) and space agencies of Japan,
India, and China, which are putting specia
emphasisontheMoon astheideal futureba-
sisfor al kinds of interplanetary travel. As
DLR scientist Ralf Jaumann noted, such
travel first requires building up infrastruc-
tureontheMoon. A seriesof scientificMoon
projectsisaready in the pipeline:

In October, ESA will start the SMART-
1 mission, whichwill survey the Moon from
orbit, focussing on the detection of water re-
SOUrCes.

In 2004, Japan will launch its Lunar-A
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Rizal Ramli, Coordinating Minister for Fi-
nance and Economy under the former ad-
ministration of President Abdurrahman
Wahid, called for a second independence
movement against the International Mone-
tary Fund (IMF), in an op-ed in the Jan. 21
Jakarta Post. “Wemust prepareourselvesto
declare a second independence movement;
that is,amovement dedicatedtorealizing In-
donesia’ s potential asamodern, leading na-
tionin Asia. We must now find the courage
to declare our economic independence and
make the necessary sacrificesto achieveit,”
he said.

Ramli compared how thelMFtreated In-
donesia and Argentina, and pointed out the
violence and the deaths that were the direct
result of IMF dictatesin both countries. The
greater level of violenceinIndonesia’ s1998
riotsisdue only to the greater poverty in In-
donesia, he said, but in both cases, the IMF
made a bad situation worse.

Ramli said that he had warned in 1997
that the IMF would act as “a surgeon, not a
savior, and cut thelimbsfromthelndonesian
economy, and after the amputation had been
carried out, thedoctor would present uswith
ahefty bill for itsservices.” Indeed, in 2001,
hesaid, “Indonesiareceived $400 millionin
loansfrom the IMF, but had to pay theinsti-
tution $2.3 billion” in principal and interest.
The debt burden has doubled in four years.
Itistimeto“learnfromtheArgentinaexperi-
ence and from our own recent history,” he
said.

Briefly

JAPANESE shipyards' export con-
tractsweredown 54.4%in December
year-on-year, the Japan Ship Export-
ers Association reported on Jan. 22.
The figures underlined the impact of
the global economic slump on the
Japanese economy. The sharp con-
traction of Japanese ship exportswas
said to have taken hold in August
2001.

POLISH palitica activist and au-
thor Rudolf Jaworek published a
book in late 2001, entitled Great
Achievements of Neo-Liberals: How
They Destroyed the Polish Economy.
He presents a few economists whom
he considers to be opponents to the
currently dominant free-market ide-
ology. Onechapter isdevotedtoLyn-
don LaRouche.

PRIME MINISTERS of Cambo-
dia, Laos, and Vietnam met in Hanoi
to form a “development triangle.”
Premiers Hun Sen, Phan Van Khai,
and Bounnyang Vorachit, respec-
tively, following up their meeting in
1999 in Laos, want to share €electric-
ity, transport, and water in the eco-
nomically poor, but resource-rich
region.

POVERTY in the Philippines is
higher today than during the 1997
Asian crisis. Government figures
show that 4 in 10 Filipinos live on
less than 74¢ per day. In 2000, some
39.4% of the population lived in pov-
erty, up 2.6% over the 1997 figure,
the National Statistics Coordination
Board's family income and expendi-
tures survey showed. Meanwhile, the
government’s figures show that 40%
of the national budget goes to debt
service.

BRITAIN'S Meat and Lifestock
Commission said that more than 6
million animals were not included in
the officia dlaughter toll in the hoof
and mouth di sease epidemic, between
thefirst case on Feb. 20, 2001 and the
| ast casedetected on Sept. 30, the Jan.
23 Daily Telegraph reported. The
Commission saysthat thetruetotal is
morethan 10.8 million.
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1T IR Feature

Economics: At The
End of a Delusion

by Lyndon H. LaRouche, Jr.

We publish here the Foreword to a Special Report on economic recovery policy
fromthecurrent depression, anditscrucial distinctionsfromthe Great Depression
of the 1930s; the Report is to be published by the LaRouche in 2004 Presidential
campaign committee.

January 12, 2002

We could recover successfully from the presently deepening world economic de-
pressionput only if we now chooseto do so. Itis Hamlet's challenge again: To be,

or notto be. To accept the deadly heritage of our nation’s recently habituated folly,
or to free ourselves from the deadly shackles of prevailing opinion, that we might
ascend to the sublime, and triumph over the fatal error of our recent times.

On the time-scale of history, the terminal moment of our nation’s recent follies
has now arrived. Now, if our nation is to survive, we must acknowledge, that the
leading trends in policy-influencing opinion, over the recent thirty-odd years, have
been cumulatively disastrous in their net effect. This is especially clear when
the U.S. experience of 1966-2001, is contrasted with the effect of those different
policies, whichwere characteristic of the earlier, 1945-1964 interval of post-war re-
construction.

We must admit, therefore, that, in this matter, as Shakespeare wrote, in another
of his tragedies, the fault lies not in our stars, but in ourselves. The fault lies in the
wrong-headed, chiefly post-1964 choice of the policies, which have become, during
the recent three decades, the prevalent, accepted habits of belief and practice,
among both policy-makers and the population generally.

Since the crisis-ridden 1962-1965 years, since approximately the time a post-
Kennedy U.S.A. plunged deeply into its war in Indo-China, the world has drifted
into a series of radical shifts in prevailing values of that momerget of utopian

1. | have outlined the 1962-1965 interval, and its effects, in earlier locations, such as “Zbigniew
Brzezinski and September 1EIR, Jan. 11, 2002; and “The Continuing American RevolutidfiR,
Jan. 18, 2002.
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illusions, contrary to any long-term economic reality. How-
ever, since these illusions have become the axiomatic, even
hysterical standard for setting economic and related policy,
this cultural-paradigm-shift has acquired the character of an
unfolding mass-delusion.

The economic collapse so induced, is not merely an eco-
nomic collapse. It is not something the “outside world” has
thrust upon us. It is a product of the delusion working from
insidethe mindsof most of the population of the United States
itself. What we are experiencing, is not an intrusion by un-
wanted events. It isaproduct of what have become our popu-
lation’ swidely accepted beliefs. Therefore, what you are suf-
fering today is, taken all together, the experience of living
inside the fag end of apopular delusion.

We have, till, even at this late date, the opportunity to
survive, but, if that isto occur, two conditions must be met.
First, we must maketheimplied sudden, and radical, changes
in the cultural paradigms governing our policy-making. Sec-
ond, we must do this promptly, without whimpering delays.

Merely typical of the more recent trends of wrong-head-
edness of official and popular opinion, are the disastrous ef-
fects of the 1995-2001 delusion called “the new economy,”
or thewidespread damage doneto the economy, and the great
and increasing suffering spread among our citizens, by such
delusions as belief in “free trade,” “ deregulation,” “ share-
holder values,” “ out-sourcing,” and “globalization.”

Pity the stubborn fellow who says that “we must fix the
system,” but, liketheIMF sAnneKrueger, insiststhat hewill
not permit us to act contrary to those infectious delusions
which have been, for more than thirty years, the continuing
causeof thepresent crisis. Typical arethosewho now concede
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almost anything else, but insist that we must not depart from
theboundsof that present IMF, “fl oating-exchange-rate” sys-
tem, which hasbeen, infact, thechief, continuing cause of the
world’ sonrushing monetary, financial, and economic disaster
of thepast thirty years! If weweretoleavesuchstill prevalent,
pathological assumptions asthat untouched, no economic re-
covery of the constitution of the present society would ever
become possible.

| do not proposethat we should return exactly to the previ-
ous, 1933-1945, or 1945-1964 policies. | offer amuch more
modest, and realistic proposal. Wemust learn thelesson to be
adduced from comparing an earlier success, with asubsequent
catastrophe. Wemust apply that lessoninwayswhichinclude
discarding the worst of those presently prevailing beliefs
which were widely popularized during the recent thirty-five
years. We must build upon the recognition of those achieve-
ments of that 1933-1964 recovery and growth, which led us
out of an earlier economic depression and the after-effects of
devastating world war.

But, we must also go beyond those precedents, to add
some improvements which were either lacking in the general
policies of the 1945-1964 system, or are peculiarly appro-
priateto the changed circumstances confronting usasaresult
of recent decades' developments.

What ThisReport Contains

By the nature of the present world crisis, this report must
include programmatic and analytic definitions of the prob-
lems and the methods of their solution. However, given the
nature of competent knowledge of economicsamong legisla-
tors, economists, and citizens generally, the presentation of
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the essential elementsof analytical and programmatic materi-
als, must be supplemented by educational materialswhichare
indispensable, if the reader is to achieve competent under-
standing of both the crucial features of, and solutionsfor this
onrushing, global economic-socia catastrophe.

If the reader is patient with me—when | am compelled to
turnfor amoment torel evant educati onal material whichmay,
at some points, annoy him—we may hope that history will
repay his or her courtesy to me, with the kindness of the
benefit he or shewill therefore receive from timesto come.

The current stage of the world
depression can be compared to a
fire in a crowded theater. The
economy in which you are seated, is
that theater. Do not panic, but,
rather, prepare to move, as I shall
direct you, to the exits—that, in an
orderly fashion, at a steady pace.

This present report, taken as awhole, includes contribu-
tions by EIR economics specialists Richard Freeman, John
Hoefle, and other contributors; particularly their study of
some of the presently most rel evant features of the successful
measures of economic recovery from a general depression,
which were taken under the leadership of President Franklin
D. Roosevelt. A review of crucial features of the Franklin
Roosevelt approach to recovery, is being supplied by those
specialists.

In my part in thisreport, my assigned focusislimited, as
much as is allowable, to those other, presently most crucial,
issues of scientific method, which wereeither notincludedin
that President’ sapproach, or are changeswhich have not been
taken into account until now.

My part features certain key excerpts from among my
original contributions to economics, excerptswhich not only
makeit possibleto explain therootsof the Franklin Roosevelt
reform’ s success from a scientific standpoint, but which also
identify those features which must be added to our present
monetary, financial, social, and economic policies, if we are
to bring a successful economic recovery into motion, under
the specific circumstances of the present crisis.

Meanwhile, it ismost important for the reader, that | em-
phasize that which recent devel opments have demonstrated,
and that in the most dramatic way. My qualifications for
speaking with such atone of authority on these matters, are
outstanding in the world today. What | have proposed are
bold, sudden, but indispensable measures; therefore, they
must tend to meet stiff resistance, unless the depth and extent
of my authority insuch matterswereclearly stated. Therefore,
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I must emphasize, that more than thirty years of my consis-
tently successful long-range forecasting, has settled factually
thecrucial questionsof the dispute between me and my oppo-
nents. The experiment has been conducted, over nearly two
generations, and the results are conclusive, in my favor.

For related reasons, my part in this report must include
emphasisupon certain notable elements of analytical method,
which are uniquely the fruit of original discoveries made by
mein the specialized field of the L eibnizian science of physi-
cal economy.? The combination of the present world crisis,
and the changes in the physical-economic conditions of the
planet during the recent half-century, present the world with
problems whose significance had been overlooked in earlier
times. My own special contributionsto the scienceof physical
economy, are therefore an integral part of the new subject-
matters which must be included within our nation’s eco-
nomic-policy deliberations.

Wor se Than 1930s Great Depression

For example. For reasons to be considered in the course
of my account, consider the following.

At the present time of accelerating world crisis, the re-
shaping of the interacting, but distinct factorsin our national
monetary, financial, and economic policies, must go beyond
what wasdonein organizing earlier recoveriesof our national
economy. Typical among the causes for the difference be-
tween the earlier and present world depression, are the fol-
lowing.

As| have emphasized in earlier locations, when the pre-
ceding world depression struck with global force, during
1929-1933, about a dozen years (less than a generation) had
passed since the massive build-up, during the 1861-1917 in-
terval, of European civilization’s physical-economic growth
of productivity, military power, and other technological ad-
vances.

Today, nearly thirty-five years have passed (nearly two
generations) since the willful destruction of the per-capita
physical-productive power of civilization began, a destruc-
tion typified, at the beginning, by the savagery wreaked upon
the United Kingdom’s economy by the first Harold Wilson
government. Thechallengetoday, isthereforeof qualitatively
greater rel ative magnitude and compl exity than that confront-
ing Franklin Roosevelt during the 1930s.

2. The science of physical economy was originally developed by Gottfried
Leibnizthroughaseriesof original discoveriesof universal physical principle
which heintroduced during theinterval 1671-1716. My intensive adol escent
studiesin Seventeenth- and Eighteenth-Century philosophy, mademeadisci-
ple of that great man’s work, which led me, more than a decade later, into
my ownoriginal, additional contributionstothat field. Notably, the American
Systemof political-economy, asassoci ated with thework of Benjamin Frank-
lin, Alexander Hamilton, the Careys, and Friedrich List, were largely prod-
ucts of the impact of Leibniz's work on those minds, each in his own time.
The American System of political-economy has nothing in common with the
teachings of John Locke and Adam Smith, but is directly opposed to both,
on grounds of fundamental opposition respecting scientific principle.
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Apart from Harold Wilson’ s almost Luddite wrecking of
the British economy, the principal other initial damageto the
1945-1964 recovery of the U.S. and world economies, was
introduced by Richard M. Nixon, beginning with the impact
on national policy of his 1966-1968 campaign for the Presi-
dency. Nixon's later decision of August 1971, wrecking the
original Bretton Woods system, and putting the world under
the ruinous lunacy of a floating-exchange-rate dictatorship,
is crucial. His launching of the present, floating-exchange-
ratemonetary system, then, builtinto the present world mone-
tary-financial system those axiomatic features which fore-
doomed it to collapse, unless those changes had been re-
versed.

The worst damage done to the U.S. economy itself, even
worse than by the Henry A. Kissinger-controlled Nixon's
follies themselves, was set into accelerating motion under
the Zbigniew Brzezinski-controlled 1977-1981 U.S. Carter
Administration. The latter administration, following the
script which Britain’s H.G. Wells had presented in his 1928
The Open Conspiracy,® willfully wrecked the largest ration
of the physical and financial infrastructure upon which both
the U.S. economic recovery from the 1930 depression, and
the post-war growth had depended.

The world monetary-financial system is now hopelessly
doomed. It can not be reformed; it can only be replaced, by

3. H.G. Wélls, The Open Conspiracy (London: Victor Gollancz, 1928).
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Organizing in Chicago, December 2001; and what was once a General Motors
factory in Danville, lllinois.

returning to something like the origina Bretton Woods sys-
tem of the 1945-1958 interval . During the entire period, espe-
cially during the period since Alan Greenspan’ s predecessor
Paul Volcker introduced the present policies of “controlled
disintegration of the economy” into the Federal Reserve Sys-
tem,* the 1979-2002 addition of this set of axioms into the
world monetary-financial system, by Volcker, turned mone-
tary and financial policy into an engine for destroying the
real economy. Thiswas accelerated under Presidents Nixon,
GeorgeH.W. Bush, and William Clinton, beginning with two
notable pieces of 1982 legidation: Garn-St Germain, and
Kemp-Roth. The real economy has been accelerating down-
hill ever since (Figures la and 1b).5

4. Fred Hirsch, former editor of the London Economist, writing in Alterna-
tives to Monetary Disorder (New York: Council on Foreign Relations,
1977), affirmed that “controlled disintegration in the world economy is a
legitimate object for the 1980s.” Paul Volcker delivered the Fred Hirsch
Memorial Lectureat Warwick University inLeeds, U.K.,in November 1978,
and began his speech by citing Hirsch’sdictum on controlled disintegration.
Campaigning as a U.S. Democratic Presidential pre-candidate, in New
Hampshire, on Oct. 16, 1979, | denounced Volcker’s October 1979 actions
(published in EIR, Oct. 23-29, 1979). The Carter Administration’s demoli-
tion of the U.S. economy was pre-designed by the New Y ork Council on
Foreign Relations' 1975-1976 Project for the 1980s (New Y ork: Magraw-
Hill, 1977), a project co-supervised by Carter National Security Advisor
Zbigniew Brzezinski and Secretary of State Cyrus Vance.

5. The combined Nixon and Carter Administrations set into motion a set of
relations among monetary, financial, and economic processes, which | have
illustrated by the pedagogical chart 1a: The Triple Curve, or “typical collapse
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FIGURE 1a

A Typical Collapse Function
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Theimpact of thislong wave of post-1964 destruction of
the physical economy of the U.S.A. and much of the world
besides, has not only introduced policy-making problems of
great magnitude. Also, as| shall indicate, the measureswhich
must betaken, to ensureadurably successful economicrecov-
ery, will taketheworld into new categoriesof activity, includ-
ing new approaches to managing the biosphere. These two,
respectively quantitativeand qualitative considerations, point
toward problems of a type which might have been safely
overlooked during earlier periods of successful economic
growth. It is the urgency of these new policy-making prob-
lems, which most clearly definesmy contributionsto the prac-
tice of economic-policy-shaping asindispensableat thistime.

| recast that just stated, crucial point, asfollows:

Some of thenew problemsto be considered hereand now,
involverecently emerging strategic factors, and also strategic

function.” Speculative gainsin financial markets are sustained by diverting
monetary flows out of the real economy, into financial markets. This is
sustained, increasingly, by looting the economic basis through large-scale
attrition in basic economic infrastructure, and by driving down the net after-
inflation prices paid for wages and production of operatives. Thus, we have
a “hyperbolic” curve, upward, of financial aggregates; a slower, but also
hyperbolic curve, upward, of monetary aggregate needed to sustain the fi-
nancia bubble; and, an accelerating, downward, curvein net per-capitareal
output. This reflects the accelerated looting of the base (e.g., Garn-St Ger-
main, Kemp-Roth), to sustain the financial bubble.

During no later than 1970, the amount of added monetary aggregate
reached the kind of cross-over point (Figure 1b) which set into motion the
Weimar Germany hyperinflationary explosion of June-November 1923.
When such a cross-over point is reached, the system is doomed to an early
end, athreatened breakdown-crisis. At that point, the system must be over-
hauled in bankruptcy, most of the financial aggregate wiped from the ac-
counts, and a new system supplied to give the economy itself afresh start.
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FIGURE 1b
The Collapse Reaches A Critical Point Of
Instability
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opportunities, which had not existed, at |east notimmediately,
over the earlier course of the history of theworld since 1776-
1789. These new conditionsof combined threatsand opportu-
nities, have become functionally unignorable under present
circumstances. That is where my original discoveriesin the
field perform an essential role.

Moving Safely to the Exits

The current stage of the world depression can be com-
pared to afirein the crowded theater. The economy in which
you are seated, is that theater. Do not panic, but, rather, pre-
pare to move, as | shall direct you, to the exits—that, in an
orderly fashion, at asteady pace. First, asif to calmthenerves
of the panicked fellow standing next to you, | must remind
both of you, briefly, of my authority for dealing with crises
of this specific type. “The doctor who specializes in such
diseases, is,” soto speak, “here.”

To seek to calm the nerves of excitable fellows, | situate
thediscussion against thebackground of certainrelevant, cru-
cial patternsin developments over the period since the elec-
tion-crisis of Nov. 7, 2000.

Duringtheinterva from U.S. Election Day, Nov. 7, 2000,
through Jan. 15, 2001, | issued a series of forecasts, identify-
ing both the issues of that election-crisis, and the expected
character of certain crucial developmentswhichwould unfold
during the first twelve months of the next President’s term.
During that period, reports documenting those economic and
political forecasts appeared in such readily available website
and other locations as that of the weekly Executive Intelli-
gence Review, and publications of my campaign for the Y ear
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2000 U.S. Presidential nomination.®

Today, none of those recent forecasts, nor my earlier,
documented long-range forecasts, dating back thirty-five
years,” have ever been refuted by subsequent events.

A year later—November 2000-January 2001, through
November 2001-January 2002—the mgjority of the same set
of forecasters opposed to me then, are till echoed by most
of the establishment mass-mediaocracy, repeating today the
same kind of foolish propaganda they were emitting a year
earlier, with but one curious point of emphasisadded. Earlier,
that crowd had promised an early rebound of a shaky econo-
my’s financial and monetary markets; a year later, approxi-
mately the same crowd of forecastersis gushing out similarly
dubious sophistries: But, thewildly hysterical mercenaries of
Wall Street have added their non-sequitur. They have argued,
that since the markets have taken aterrible beating over the
course of the past year, now the markets have no room to
maneuver; they have no way to go but up. These spinners
conclude: the marketswill surely go up, more or less sponta-
neously. With a gloat in their eye, they predict, either, that
the upward bounce must come some time later this year, or,
perhaps, the next.

Thosewho recall the 1930s, will bereminded of the 1929-
1933 world depression, when, during the Hoover re-el ection-
campaign of 1932, the Republicansand most Wall Street sur-
vivors promised the voters, “recovery is just around the
corner.”

Now, today, the “new economy” has collapsed, Enronis
ashambles, the role of the U.S. economy as the “importer of

6. For the text of these economic and political forecasts, see the following
issues of EIR: Dec. 1, Dec. 15, Dec. 22, 2000; and Jan. 12, Jan. 19, Jan. 26,
Feb. 16, and Feb. 23, 2001. EIR’ s website address is http://www.larouche-
pub.com; the Presidential campaign site is www.larouchein2004.org. Most
relevant for the topics being presented above, are the following items pre-
sentedin EIR: “LaRouche Addresses Washington, D.C. Conference,” (Nov.
14, 2000) onthesubject of theimplicationsof theNov. 7 Presidential -election
crisis(alsowebcast worldwide); my Dec. 1, 2000“ TheU.S. Strategic I nterest
inRussia’ (EIR, Dec. 15); LaRouche addressesaDec. 12 Washington, D.C.
seminar, “ Presidential Election Campaign 2000: ‘ The Fall of Ozymandias' ”

(also webcast worldwide); LaRoucheissues his“ The Demise of an Importer
of Last Resort” (EIR, Dec. 23, 2000 and Jan. 19, 2001); LaRouche addresses
aJan. 3 Washington, D.C. seminar (also webcast worldwide), and issues his
Jan. 4, 2001 announcement of hisofficial Presidential pre-candidacy for the
year 2004 (EIR, Jan. 12, 2001); “We Told Y ou So: The LaRouche Record
of Economic Forecasts, Fall 1999-Election 2000" (EIR, Feb. 9, 2001);
LaRouche statement of Feb. 4 “On the California Energy Crisis: As Seen
and Said by the Salton Sed” (EIR, Feb. 16, 2001); LaRouche Jan. 15 address,
“The New Bretton Woods System: Framework for a New, Just World Eco-
nomic Order” (EIR, Feb. 23, 2001).

7. Inmy conventions, a“ short-term” cycleisoneyear; “medium-term” signi-
fies three to seven years; “long-term” signifies a period of approximately
eight to twenty-five years, or more. All my basic forecasting, since 1959-
1960, has been long-term. My occasional forecasts of probable conditionsto
be reached within the short- to medium-term period ahead, have alwaysbeen
based upon aforecast for along-term cycle. The reasons for those kinds of
distinctions and forecasting practice, will be indicated within the body of
this report.
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last resort” for most of the world, has aready collapsed, and
will collapse much more. Unemployment zooms, as the in-
crease in the number of employers going bankrupt, or hover-
ing at the edge, also zooms. As governments turn to a next
round of budget-cutting, they are shocked to discover that the
loss of tax-revenue caused by the cuts, necessarily exceeds
the amount cut from government expenditures. A sense of
desperation spreads throughout the Americas, western Eu-
rope, Japan, Korea, and elsewhere.

Allinal, thiswill look to somelikeanew world economic
depression, like that of 1929-1933. In fact, it is much worse
than was experienced in such places as the U.S.A., Canada,
or Europe during the 1930s. Presently, if we put the special
cases of Russia, China, and Indiato one side for the moment,
most of the world has clearly entered the beginning-phase
of what some early Twentieth-Century economists discussed
under the academi c heading of an hypothetical general break-
down-crisis.

Quantitative and Qualitative
Recovery M easures

When compared to today’s crisis, the depression of the
1930s seems relatively a problem of more sharply reduced
quantity of economic activity. It would appear to those earlier
economists, that, asin the case of adepression likethat of the
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1930s, recovery could now be effected by reversing trendsin
generation and flows of credit into investments in increased
quantities of existing categories of physical output. Those
opinions are far too optimistic. The present crisis, is essen-
tially qualitative. In the case of the present collapse of the
world’s monetary-financial system, the distinction between
“quantitative” and “ qualitative,” iscrucial.

In the first, simpler case, a quantitative solution for an
economy may be more or less adequate, if putting the combi-
nation of bankruptcy-reorganization of the monetary-finan-
cia system, combined with addition of protectionist mea-
sures, could utilize state-created credit to bring the
reorganized economy upto abreakevenlevel, merely through
reactivating existing productive and related physical-eco-
nomic capacity.

In the second case, the combination of monetary-finan-
cia reorganization and credit-expansion, does not rise to
a sufficient level of combined active and idled physical-
productive capacity to reach a breakeven level of real turn-
over. No solution is available within the limits of existing
categories of such investment, without radical structura
changes in the composition of categories of investment
and production.

A glanceat thedifferencebetweenthefirst, pre-war phase
of the U.S. recovery measures of the 1930s, and the war-
mobilization phase, helpsto clarify the meaning of adistinc-
tion between a quantitative and qualitative form of economic
depression. The examination of those successive intervals
affordsafirst approximation of the distinction between quan-
titative and qualitative cases.

Eveninto the war-mobilization phase, which beganinthe
United States even prior to the Nazi invasion of Poland, the
U.S. economy wastill using up significant rationsof invento-
riesof semi-finished goodsdating from prior to October 1939.
Even during that period, large-scale public works programs
of more or less qualitative significance, such as the TVA
program, did build up the base on which the later, relatively
explosive war-time economic expansion was based. Indeed
thewar-timemobilization would not have been possiblewith-
out such public works and related investment.

The explosive growth in the economic-recovery program
wasacharacteristic of theshift of U.S. economic-policy prior-
itiestoanationa “arsenal of democracy” mission-orientation.
For those of uswho were adults during the 1940s and 1950s,
the most accessible “marker” of this*“arsenal of democracy”
phase, was the U.S. government’ s production and continued
ownership of avast inventory of machine-tools, which were,
inlarge part, leased to private contractors as part of the pack-
age for military and related production. The early super-
achievement of President Roosevelt’ s pre-announced targets
for levels of production of military aircraft, istypical of the
phenomena.

It was the combination of infrastructure build-up, heavy
rations of capital-intensive production investment, and not
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A migrant worker, mother of seven children, in California during
the Great Depression.

only amassivedecreasein unemployment, but an accel erating
up-shift in technological categories of employment, which
characterized the qualitative transformation of the U.S. econ-
omy, upward, over the 1939-1945 interval, even under the
condition that about 16 millions of us were drawn out of the
labor-force for military service.

| shall return to examine this matter of qualitative recov-
ery-measures in more precise terms, at an appropriate, later
point in this report. At the present moment, my point is to
illustrate the distinction between merely quantitative and
gualitative recovery-measures; and that, with the relatively
most accessible choice of real-life clinical case.

Today, ageneral, qualitative breakdown-crisisis already
darkening the horizon. To illustrate the nature of that chal-
lenge, | list anumber of typical actionsto be taken to halt the
depression and launch a self-sustainable recovery.

1. Wemust a) put theinternational monetary-financial
system into immediate, governments- dictated reor-
ganization; b.) restoreafixed-exchange-ratesystem;
c.) establish exchange, capital, financia controls,
trade controls, and fair-trade forms of protectionist
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measures internally and externally; d.) increase
drastically rates of taxation on financial capital
gains, and substitute production- and technology-
oriented medium- to long-term investment tax cred-
its to entrepreneurs; e.) generate large masses of
government-created credit at rates between 1-2%
for, chiefly, acombination of entrepreneurial invest-
ment production and infrastructure investment; and
f.) implement a general bank-reorganization pro-
gram, which keeps needed banks performing essen-
tial functions for the community while under even
drastic financial reorganization.

. We replace “free trade” with the promotion of pro-
tected hard-commodity internationa trade, as part
of the promotion of a global, long-term economic-
recovery effort.

. We must introduce the economic equivalent of a
high-technology-oriented “arsena of democracy”
recovery program, both in the domestic economy
and inworld trade, to provide the qualitative dimen-
sion needed to reverse the monstrous | oss of techno-
logically progressive, physical-productive capacity
and potential—aloss which has accumulated in the
world asawholeduring therecent thirty years, espe-
cialy the recent quarter-century.

We had better take such measures, to stop that process of
collapse beforeit hitswith irresistable, crushing force.
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An up-shift in technological
categories of employment
characterized the qualitative
transformation of the U.S.
economy over the 1939-1945
interval, as economic priorities
were directed to a national
“arsenal of democracy” mission
orientation. Here, a woman welder
works on construction of the USS
George Washington Carver,
launched on May 7, 1943.

With the guidance and backing of the world’s leading
economist of that time, Henry C. Carey, President Abraham
Lincoln made possible the U.S. economic miracle of 1861-
1876, asFranklin Roosevelt, at alater point, saved the U.S.A.
Under theimpact of Roosevelt’ sintervention, theU.S.A., and
the world, avoided the risk of a slide into an actual break-
down-crisis.

Nonetheless, as | have dready indicated above, | say
again, that there are certain crucia points of difference be-
tween the challenge of organizing an economic recovery
under conditions of today’s threatened breakdown crisis,
and the challenge of the world depression successfully met
by incoming President Franklin Roosevelt. | shall deal with
the most typical such new challenges, in my section of
this report.

By thismeans, by introducing scienceto replacetheforms
of mysticism which have become popular among most U.S.
academic economistsand their dupes, we aim to free the peo-
ple of the U.S.A., and other nations, from the deadly grip
of that delusion which has brought those dupes, like fabled
lemmings, to the brink of catastrophe. Whether we purge our
nation’s policy-shaping of those popularized follies, or the
nation destroys itself by clinging to those follies, we may
safely forecast the end of a delusion, either way: by ridding
thevictimsof their fatal folliesof belief; or, by witnessing the
institutions eliminating the carriers of those delusions, them-
selves.

Theball isinyour corner.
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Israeli Warsaw Ghetto Methods:
U.S., Europe Are Accountable

by Paul Gallagher

Repeated public warnings by U.S. Presidential pre-candidate  ship in past weeks. LaRouche will throw his authority ot
Lyndon LaRouche against “the insane fascism of Arielthis matter—established by his precise warnings since Sharon
Sharon,” were terribly confirmed by an Israeli officer'sreport  first made his move for power in September 2000—into the
to the dailyHa’ aretz on Jan. 25: The Israeli Defense Forcesdrive to hold the U.S. and European governments accountable
(IDF) have been studying the 1943 military tactics ofthe Nazi ~ for the consequences. “The Uniteth& &tedeverage to
SS against the Jewish resistance in the Warsaw Ghetto, fatop this,” LaRouche said.
application against the Palestinians of the West Bank and
Gazatoday. No Denying Reality

LaRouche, in response, emphasized that the revéaled The anonymous IDF officer’'s shocking confession was
tention of the IDF and Israeli Prime Minister Sharon, toadopt ~ reportedinaJan. 25 article by ydtéeaetzreporter Amir
specifically Nazi methods of war against a resisting popula©ren, on Sharon’s moves toward eliminating Yasser Arafat
tion, must be brought to the doorstep of the European govern-  and the Palestinian Authority. The article appeared in th
ments and especially the U.S. Bush Administration. TheEnglish-language edition d¢fa’ aretz two days later. White
White House has increasingly given a green light to Sharon’s House spokesman Ari Fleischer, on Jan. 27, heatedly refus
campaign to assassinate and eliminate the Palestinian leadés-answerEIR' s questions on it, saying that he “does not

For various reasons, at the present moment, | am
elected to say publicly what must be said, loud and clear,

G()tterdammerung if an ongoing, monstrous crime against humanity is to be
. stopped, as it was not stopped in the comparable case of
In PaleStlne the Warsaw Ghetto.

Current operations by the Israeli Defense Forces
within the territory of the Palestinian Authority, are as
exact a copy as history might ever find, of the Nazi opera-
January 30, 2002 tions of April 19-May 16, 1943 against the Jewish Warsaw

Ghetto. The facts of the matter are already clear. All that
Someone must stick his neck out, to bring this raging Mid- remained to be settled, until now, was whether or not solid
dle East horror to a close. At the present moment, the  proof existed, that the relevant Israeli officials were fully
Israeli efforts to eradicate the Palestinians, are the principal aware of the awesome similarity of their current actions to
detonator for a potential, worldwide, continuing religious the events as described in the famous Nuremberg Trial
and ethnic warfare; a war from which no nation, no person documentation, the “Stroop Report.”
can be safe. According to the documentation referenced here, the

by Lyndon H. LaRouche, Jr.
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respondto reportswith no namesattached.” But Sharon’ sown
press spokesman, Ra’ anan Gissen, was unblushing. Asked by
EIR on Jan. 30 about | DF officers studying the Nazi Warsaw
Ghetto strategy, Gissen replied, “ Some officers may have
beenlooking at that. They thought that it wassimilar, because
you would be fighting street-by-street against the Palestin-
ian Authority.”

“Thereal problem,” Gissen claimed, inanswer toasecond
guestion, “is those who refuse to serve.” A movement has
begun among Israeli reservists, resisting the IDF's strategy.
“They may have to face a court-martial. They will have to
face the consequences, if they do not serve when they are
called up; that isthereal problem.”

Arethelsraeli Defense Forces
studying the deportation and
liquidation tacticsin the 1943
Warsaw Ghetto, of Nazi Maj. Gen.
Jiurgen Stroop (third fromleft)? Ariel
Sharon’s spokesman hardly bothersto
deny it.

The European Union, on Jan. 28, did issue a statement
including the demandthat “thelsraeli government must with-
draw its military forces and stop its extrajudicial executions,
lift theclosuresand all restrictionsimposed on the Palestinian
people and its leadership, and freeze [Israeli] settlements|[in
the Occupied Territories].” The EU also protested Israel’s
deliberate destruction of Palestinian infrastructure and other
facilities which help Palestinians in their economic, social,
and humanitarian development”—such destruction was a
hallmark of the Nazi SS liquidation of the Warsaw Ghetto
and other populations.

But thisisapal ereflection of the action the United States
must take—similar to President Dwight Eisenhower’ sstrong

Stroop Report was originally issued by the Nazi Major-
General Stroop of police, who was acting as commander
of those operations against the Warsaw Ghetto. According
to the documentation supplied, the original report was“a
75-page, day-by-day account of the operation, prepared
for Himmler, and first displayed by [then U.S. Nuremberg
prosecutor Robert] Jackson. It was entitled ‘ The Warsaw
GhettolsNoMore!’ [* Esgibt keinen judische Wohnbezirk
in Warschau mehr!’].” The specia version of that report
to which | refer, isto be found in the Mazal Library and
Holocaust History Report, available through www.holo-
caust-history.org/works/stroop-report.

The relevant connections between act and intention,
were brought to my attention through a report, entitled
“At the Gates of Yassergrad,” filed by Amir Oren in the
Jan. 27 English edition of the | sragli newspaper Ha' aretz.

From evidence which confirms the essential message of
that Ha'aretz account, including the current circulation
of the referenced Stroop Report, there is no doubt that
the Israeli Defense Forces command's current actions,
express those officials intention to replicate upon the
Palestinian territory effects essentially similar to the April
19-May 16, 1943 extermination operations against the
Warsaw Ghetto. Essentially, only the names of thevictims
have changed.
ThisHa' aretzreport is extremely significant in itself.
It reflects agrowing expression of the horror sensed by al
sane Israglis, of whatever party, at the prospect that Israel
might continue the kinds of crimes being conducted under
the umbrella of the Ariel Sharon government. Despite
Sharon and the present | DF command, the Jewish tradition
(continued next page)
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movesin 1956 which forced | srael to withdraw fromitsinva-
sion of Egypt (seearticleinthissection). That strong pressure
will have to be backed up with serious financing for an eco-
nomic devel opment strategy for peacein the region.

‘Jewish Resistance’ in | srael

Within Israel, abacklash against “ becoming fascists’ had
already begun to rise before Jan. 25—even after the Sharon
government’ ssuccess over the past year in making the | sragli
public increasingly hysterical against the Palestinian |eader-
ship and the Oslo peace process. Closeto 100 Israeli military
reservists (as of Jan. 30) have signed a public statement de-
claring, “We will no longer fight beyond the Green Line for
the purpose of occupying, deporting, destroying, blockading,
killing, starving, and humiliating an entire people.” The re-
servists want to get 500 behind the statement and launch a
broad social campaign.

Israeli Knesset (parliament) member Roman Bronfman
has formed a new Demoacratic Choice party in an effort “that
will prevent Israel from deteriorating into a state of ordinary
fascism,” he told Ha'aretz on Jan. 28. Bronfman wants to
push Labor Party leaders, such as Knesset Speaker Avraham
Burg, Labor Party leader Y ossi Beilin, and Deputy Defense
Minister Dalia Rabin Pelossof, to pull the Labor Party out of
Sharon’s national unity government. All three have them-
selves made dramatic statements about the consequences of
Sharon’s policies.

Well-known lsragli journalist Gideon Levy issued an
open letter to Foreign Minister Shimon Peres, a Labor Party
leader, demanding that he leave the government and pull
down Sharon’s codlition. It has been reported that in cabinet

meetings during January, Peres warned other cabinet mem-
bers that Israel was committing acts for which they might
wind up being prosecuted aswar criminals. “ A government,”
saysLevy’sletter, “that deliberately sabotagesevery Palestin-
ianeffort to achievequiet, that utterly humiliatestheir leaders,
for whom vengeance is the sole motivating force.. . . can no
longer beforgiven.”

LaRouche, since June 2001, has repeatedly reminded |s-
raglisthat they cannot win awar fought on fascist principles,
inthe midst of aglobal economic collapse whichiswrecking
Israel’ s economy as well. The kind of continually spreading
religiouswar whichisthefruit of such actual war crimes, will
intime destroy Isragl itself, LaRouche haswarned.

Morelsragli civilians and soldiers have been killed since
Sharon took power in January 2001 than in the entire preced-
ing six years of the Oslo peace process which he denounces.
Car-bombing and suicide-bombing civilian casualties now
occur amost daily. Sharon himself isfacingatria inBelgium,
in which he will be charged with having committed war
crimes as Defense Minister in 1982, in connection with the
mass slaughter of Palestiniansin the refugee camps of Sabra
and Chatila, during the Lebanese Civil War.

In this darkening situation, a “Jewish resistance to fas-
cism” isbeginning to arisein Isragl itself!

TheWarsaw Ghetto M odel

Thehorror of thel DF studying use of those military meth-
ods, by which the lIsraelis ancestors were annihilated in
Warsaw, sinks in deeper when one looks at the source they
must have consulted. Nazi Major General of Police Jurgen
Stroop, who commanded that annihilation, recorded and left

(continued from previous page)

isnot yet dead in |sragl itself.

In such a situation, it would be immoral to take such
pathways of discretion as to follow the practice of the
typically American common gossip, whosedisgusting pre-
tenses at morality would take theform of slyly circulating
the rumor that the IDF has expressed such an ongoing
intention. Someone must stand up and speak clearly inhis
own name, saying, “l accuse!,” pointing directly at the
crime and the criminality at issue. Apparently, so far, the
present government of the U.S.A. will not. Apparently, so
far, no official spokesmen for either of thetwo magjor U.S.
political partieswill say, “I accuse.” Therefore, | must take
on that chore.

On Background

Wemust be clear on thismatter. The core of theinten-
tion by those circles of the IDF to perpetrate such acrime
against humanity, is not an Israeli phenomenon as such.

We must recognize that the wildest of the utopian military
and other strategic circlesinthe U.S.A., astypified by the
co-thinkers of Zbigniew Brzezinski and Samuel P. Hun-
tington, are, in point of fact, professed universal fascists,
whose notions of military policy and affairs are modelled,
most immediately, on the precedent of the Nazi Waffen-
SS.

However, we must not put the blame on the now safely
defunct Waffen-SS itself. As | have stressed in relevant
other locations, all modern fascism and itsimpact in shap-
ing military policy, ismodelled upon the characteristics of
the regime of the Emperor Napoleon Bonaparte and his
nephew. As | have documented this point in earlier loca-
tions, theoriginal model for fascism, isto befound exactly
where Napoleon and his imitators Benito Mussolini and
Adolf Hitler placed them, in the legacy of the Caesars and
the Roman legions.

The Roman Praetorian Guard is, together with the
model of the Waffen-SS, at the core of Huntington’ snoto-
riousversion of the doctrine whose precisetechnical name
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behind a detailed, day-by-day, almost hour-by-hour account
of his strategy and actions during those terrible 28 days in
April-May 1943.

In The Sroop Report: “ The Warsaw Ghetto Is No
Morel,” the psychotic Nazi general describes how histroops
liquidated or deported a population of more than 60,000
remaining Warsaw Jews who were conducting an increasing
armed resistance; 300,000 other Jews had already been de-
ported to concentration camps from Warsaw. Many among
the remaining 60,000 worked in, or managed, arms factories
in the Ghetto, which were supplying the German army. Thus
they could arm themselves, and for the same reason, the
German regular army resisted orders from Berlin to de-
port them.

Heinrich Himmler sent Stroop to Warsaw to solve this
“problem” with SS and Nazi police forces. In al his pro-
nouncements and orders, Stroop referred to all Jews as “the
armed enemy bandits and terrorists,” and portrayed his units
as being in heroic and dangerous warfare against this armed
enemy.

Stroop progressively walled and fenced off the Ghetto,
and began a strategy of destroying it, residential block by
block. The Nazi troops burned and/or blew up apartment
buildings and shops; as Jews were forced out of them, resis-
tance fighters were assassinated and the rest immediately de-
ported to camps. Resistance from a building, was sufficient
to havetheentireblock destroyed and burned, cellarspumped
full of poison gas. Electrical and other infrastructurewas sys-
tematically destroyed by Stroop’ sforces; sewerswhere Jews
werehidingwerewalled and flooded or filled with gas. Stroop
savedfor last, the ceremonial dynamiting of theWarsaw main

synagogue on May 16, 1943: hissignal that all the remaining
Jews had been killed or “removed.”

The same methods were used again in 1944 against hon-
Jewish Polish resistance fightersin Warsaw.

Nuremberg War CrimesEvidence

Thisall chillingly bringstomindthe 100 Isragli reservists
declaration, quoted above, of what they refuse to take part in
any longer. It throws light on the strategy of walling off the
Palestinian area and expelling all Paestinians from Isragli
areas, put forward by Sharon backer Samuel Bronfman, and
reportedly now under discussion by security officialsof Shar-
on’sgovernment.

If itisthe Warsaw Ghetto “war” the IDF is studying, The
Sroop Report isthat source. The crazed Nazi general had his
report bound in leather, illustrated, and presented formally to
Himmler asagift. It waslater “ presented” in adifferent sense,
to U.S. Nuremberg Tribunal prosecutor Robert Jackson, who
first made it public. At Nuremberg in 1946 this report—now
apparently a tactical tool somewhere within the Isragli De-
fense Forces—wasintroduced as prime evidence of theworst
war crimes.

Stroop was captured in 1945 by the Soviet Red Army,
underwent a personality disintegration during his brief im-
prisonment, was tried for war crimes, and executed.

The entire Stroop Report was republished in book form
in 1998—as awarning to today’ s nations—by the Holocaust
History Project, and has been trandlated into English in full
onitswebsite since 1999. On Lyndon LaRouche' s authority,
this warning has now become a crucial matter of national
morality, and war and peace.

is“universal fascism.”

There must be no sloppiness in our definitions of fas-
cism. There are, admittedly, echoes of this same Roman
imperial military tradition in the Spanish Inquisition, in-
cluding that removal of the Jews from Spain which prefig-
ured the case of both the Warsaw Ghetto, and the similar
present operations against the Palestinians. However, the
modern fascism of the Napoleons, Mussolini, Mussolini’s
confederate Vladimir Jabotinsky, and Adolf Hitler, and of
the circles of the H. Smith Richardson Foundation’s co-
thinkers and lackeys, are adistinct quality of phenomena.
Their leading expressioninthe U.S. today isfound among
circles associated with the Romantic, utopian military and
related strategic doctrines and allies of Zbigniew Brzezin-
ski, Samuel P. Huntington, and the late Professor William
Yandell Elliott’s Nashville Agrarians.

Thebehavior of the IDF doesreflect nominally Jewish
fascist traditions such as those of Vladimir Jabotinsky;
however, these traditions would never have reached the
degree of military and related operations seen today, were

such Israelis and their fellow-travellers not being used by
powerful backers of current utopian fads, such as those
fascist dogmas of Brzezinski and Huntington, within the
Americas and Europe. The Middle East is being used as
thedetonator of an endless, worldwidereligiousand ethnic
war; but the bomb attached to that detonator, resides
chiefly inside the Anglo-American domain itself. If our
dirty nest, inside the English-speaking world, is cleaned
out, the danger from the Middle East could be controlled.

If this Middle East detonator explodes in the way it
threatens to do, given the fact that the world as a whole
is now seized by the terminal phase of aglobal monetary-
financial collapse, you, personaly, sitting inside the
U.SA., will not have a prayer of living out this crisis
safely.

Join me! Stop this horror being unleashed by the
Sharon government, while that horror could still be pre-
vented. Confront the world with the clear evidence of the
horridintention behind the crimes of the Ariel Sharongov-
ernment.

EIR February 8, 2002
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1956 Suez Crisis: When
U.S. Did the Right Thing

by Edward Spannaus

Inlight of theenormouspressuresonthe Bush Administration
to back thefascist policiesof the Sharon governmentin Israel
today, it is worthwhile recalling what happened during the
1956 Suez Crisis, when the United States refused to back the
plot by Britain, France, and I sragl to seize the Suez Canal and
overthrow Egyptian President Gamal Abdul Nasser.

When Nasser nationalized the Suez Canal in July 1956—
an action which was unquestionably legal—the British and
the French began plotting with Israel, for the British and
French to seize the canal, and Isragl to seize the Sinai penin-
sula. In Octaber, Israel launched raids into Gaza, and in the
West Bank on the border with Jordan. President Dwight Ei-
senhower believed that Israeli Premier David Ben-Gurion
assumed that the November 1956 Presidential elections
would hamstring him, but he sent amessagethat “ Ben-Gurion
should not make any grave mistake based upon hisbelief that
winning adomestic el ectionisasimportant to usaspreserving
and protecting the peace.”*

Eisenhower thought that if the | sragliskept going, “| may
havetouseforceto stopthem.. .. Then|’dlosetheelection.”
But he told Secretary of State John Foster Dulles: “1 will not
under any circumstances permit the fact of the forthcoming
elections to influence my judgment. If any votesarelost asa
result of this attitude, that isasituation which wewill haveto
confront, but any other attitude will not permit usto livewith
our conscience.”?

When Israel ordered a general troop mobilization in late
Octaber, Eisenhower was still expecting the Israglisto strike
Jordan. “| just can't figure out what the Israglis think they’re
up to,” he said to an aide. “Maybe they’ re thinking they just
can't survivewithout moreland. . . . But | don’t see how they
can survive without coming to some honorable and peaceful
termswith the whole Arab world that surroundsthem.” Asto
the French, Eisenhower believed that they were egging onthe
Israelis, because of their colonial problemsin North Africa.

In fact, what the Israelis did, on Oct. 28, was to attack
Egypt; at that point, Eisenhower realized that the British and
the French had been lying to him, and were conspiring with
Israel to retake the canal. The British expected that, when
push came to shove, the United States would have to back
them. But Eisenhower, who reportedly viewed the British

1. Quotations from Eisenhower are taken from Stephen E. Ambrose, Eisen-
hower: The President (New Y ork: Simon and Schuster, 1984).
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actions as reeking of 19th-Century colonialism, refused, and
he was determined not to let the plot succeed.

‘An Unworthy and Unreliable Ally’

Evenif it cost him the election, Eisenhower said, he was
bound by the 1950 Tripartite Declaration (of the United
States, the U.K., and France) to maintain the statusquo in the
Middle East, and to support a victim of aggression—in this
case, Egypt. When Eisenhower got word on Oct. 30 that Brit-
ish and French landingsin Suez wereimminent, according to
minutes of a meeting with top advisers, “He wondered if the
hand of Churchill might not be behind this—inasmuch asthis
action isin the mid-Victorian style.” Although Eisenhower
was not particularly anti-British, at this point he denounced
them as*an unworthy and unreliable ally.”

Because of the British and French vetointhe UN Security
Council, the United States announced that it would introduce
aresolutioninthe UN General Assembly (wherethe* Perma-
nent Five” had no veto power) caling for a cease-fire, for
Israel towithdraw toitsoriginal borders, for all UN members
to refrain from the use of force (aimed at Britain and France),
and for an embargo against Israel until it withdrew. It was
perhapsthe United States' and UN'’ s proudest moment. Third
World countries were ecstatic that the United States would
support a Third World country against colonial powers that
werenormally itsalies.

On Oct. 31, the British began bombing Egyptian targets.
On Nov. 1, the United States formally introduced the resolu-
tioninthe UN General Assembly, and Eisenhower announced
sanctionsagainst I srael, includingwithholding U.S. aid. Early
the next morning, the U.S. resolution passed by avote of 64-
5inthe General Assembly—withonly Britain, France, Isral,
Austria, and New Zealand opposed.

On Nov. 6, Election Day, the British announced their
willingness to accept a cease-fire, and Eisenhower defeated
Adlai Stevenson (who had urged him to send armsto Israel)
by amargin twicethat of the 1952 elections. Eisenhower had
roughly 35 million votes to Stevenson’s 25 million, and the
Democrats carried only seven Southern states. More Jews
voted for Eisenhower in 1956 than four years earler.

When lsragl refused to withdraw its occupying forces
from the Gaza Strip and from Sharm-el-Sheikh, Eisenhower
stuck to his guns against enormous political pressure, and
supported UN sanctions against Israel. When Congressional
leaders, under pressurefromthelsraeli lobby, refused to back
him, Eisenhower went on national television, and said:
“Should anation which attacks and occupiesforeign territory
in the face of the United Nations disapproval be allowed to
impose conditions on its own withdrawal? If we agreed that
armed attack can properly achieve the purposes of the assail-
ant, then | fear wewill have turned back the clock oninterna-
tional order.” Eisenhower persisted, and also threatened to
take away the tax deductions for gifts to Israel and Isragli
bonds. Under that threat, Israel withdrew.
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] ) courts to take such cases upon themselves.

Interview: Michael Verhaeghe So this was the evolution, more or less, from the original
idea of applying the Geneva Conventions, toward a proper, a
full universal jurisdiction for the three types of crimes we
commonly denominate as crimes against international hu-

Some Think Violence Is  maniarianaw.
S()lutlon to Sharon Case EIR: Is Belgium unique in this respect, or have other coun-

tries incorporated the Geneva Conventions and universal ju-
risdiction into their legal systems?
Mr. Verhaegheisa Belgian attorney representing thevictims ~ Verhaeghe: Other countries have also adopted legislation,
of the 1982 massacre at the Sabra and Chatila Palestinian ~ and some countries did not even wait so long to incorporate.
refugee campsin Lebanon. Hewas interviewed by Dean An- For instance, the genocide law of Israel of 1950: This was
dromidasin late January. not linked to the Geneva Convention, because the Geneva
Convention only deals with war crimes and grave breaches
EIR: Belgium is one of the few countries whose judicial of the Geneva Conventions themselves. So, you already had
system allows for cases dealing with war crimes, crimes legislation in Israel dealing with genocide in which the same
against humanity, and genocide, to come before its courtqrinciple, in fact, applied.
The attorneys of Israeli Prime Minister Ariel Sharon have This was developed, in a very interesting fashion, by
challenged Belgium’s rightto do so. Could you please explairthe Belgian Attorney General last week during our hearing
the history of this law and its justification? here in Brussels, where he compared both laws—the 1950
Verhaeghe: Originally, there was a proposition to incorpo- Israeli law, and the 1993, as amended in 1999, Belgian law.
rate the principles of the Geneva Conventions. And this origi- Because the 1950 law of Israel deals with crimes committe
nal proposition was raised already in 1963, on the 27th ofluring the Second World War, that is, before its formal
May, to be more precise (I know that, because that was the  entry into force, it dealt with crimes committed not on the
day | was born). Originally, the only purpose was to incorpo-territory of Israel, of course, but everywhere in Europe, and
rate, or to put into Belgian law, the necessary legislation to ~ crimes committed not against Israeli nationals, for the simple
comply with the obligations of the Geneva Conventions. Ovetreason that Israel didn’t exist, and that the link there was
time, it was modified. At the end of the 1980s and the begin-  that the people in Israel belong to the same Jewish peopl
ning of the 1990s, it evolved from a mere incorporation of theAnd there is no fundamental philosophical or fundamental
Geneva Conventions toward a more comprehensive proposi-  legal difference of a link made through belonging to th
tion of law, in which the Belgian legislature wanted to go same Jewish people, or the link made through belonging to
further than just those obligations, to where the legislature humanity as a whole.
wanted to install a real universal jurisdiction. Because of the  Apart from that, which is, of course, of direct importance
fact that you only deal with cases when people, havingcom-  for our case, you have a lot of other countries that hav
mitted these crimes, come into your territory, it is not yetadopted legislation, or have made declarations, with respect
universal jurisdiction in the proper sense of the term. Univer-  to the Geneva Conventions, such as France, saying that it wi
sal jurisdiction means that the only link that you need to havenot necessary to make special legislation with respect to the
betweenyour national legal system and the crime,ishumanity =~ Geneva Conventions. Belgium is definitely not the only cour
as such. That is, where you come to the definition of crimesry that has taken this step of adopting its legislation, but it is
against humanity, where itis obvious that the only linkisthe ~ one of the only countries that went so far in adopting not just
fact of belonging to the same humanity, which enables a statdhe Geneva Conventions’ obligations, but also international
to exercise its jurisdiction for any case which is a breach of ~ humanitarian criminal law as a whole, with crimes against
that fundamental international law on crimes against huhumanity and genocide with the scope of jurisdiction on a
manity. universal basis.
Then, the legislature, in 1999—and this was the most
significant change, in the same line as the adoption of th&lR: Could you please review the history of this case
statute of Rome with respect to the international criminalagainst Sharon?
court—two more incriminations were added to the law, oneVerhaeghe: The case started before | got involved. The case
for crimes against humanity and one for genocide. So, thetated with an historian, Mrs. Rosemary Sayigh, doing invest-
legislature pointed out very clearly that it was not inventing igative work in Lebanon, already three or four years ago. She
a new type of crime, but that it was a law that merely statednterviewed many of the survivors of the massacre—who are
the pre-existence of crimes against humanity, and genocide  still living in Sabra and Chatila, by the way—and she com
in particular, and that it was legislation to enable the Belgiarpiled a kind of group testimony, which struck her, inthe sense
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that there were new elements popping up that had not been
known before: such as witnesses referring to an Israeli pres-
ence in the camps during the massacres, which is still a con-
tested point. Later, there was also the matter of people who
“disappeared,” people who were abducted—taken away and
never seen again. Rosemary Sayigh has made afull study of
theissueon the basis of these testimonies, and wasin contact
with Chibli Mallat, who is now our colleague on the lega
team.

After that, Chibli, in abit of acoincidence with Sharon’s
announced visit to Belgium, started to look in the direction of
Belgium. And, since he is a professor at the University of
Beirut, aswell asin London and the United States, he started
to interrogate his contacts. He got my name through a com-
mon friend at the university here in Belgium, and | got into
contact with him that way. And hearing his input, from the
factual side, | wasimmediately interested in bringing in the
experience | already havein respect to thelaw of 1993. | filed
a complaint in 1998 against [former Chilean dictator, Gen.
Augusto] Pinochet, and | amalsoinvolvedinacaseinvolving
Guatemala, where two Flemish priests were murdered—one
murdered and one abducted in the beginning of the 1980s. So
these parts came together, and | also asked my colleague and
friend Luc Walleyn to step in, to form our team of three
lawyers.

We hesitated a bit in respect to filing the complaint in
Belgium, because it would put a lot of pressure on Belgian
law. Nonetheless, after reading al the testimony of our cli-
ents, and looking at the fact that the massacre at Sabra and
Chatila is comparable with Srebrenica [Bosnia] and other
dark pagesin the history of the last half-century, we decided
to go ahead, notwithstanding the fact that one of the accused
was Ariel Sharon, Prime Minister of Isragl. So, we definitely
knew what we were getting into. It took alot of consideration
beforefiling the complaint, which we did on the 18th of June.
Thisimmediately led to alot of pressure both politically and
legaly.

We first had the intervention of Mrs. Hirsch as a lawyer
for the State of Israel, which | felt reflected the cold water fear
togointothelegal debate onthepart of the State of Israel and
Mr. Sharon. But they initially went in as the State of Isragl,
whereas, of course, the complaint was not at al directed
against the State of Israel. So, it was still a political reflex,
and not the legal debate we wanted. But this political reflex
was eventually taken away with the intervention of the law-
yers for Sharon and the withdrawal of Mrs. Hirsch, for the
State of Israel hasno longer intervened. So we eventually got
down to where we wanted to have this case, basically: alegal
debate on the basis of legal principles, where every argument
isvalid and can be advanced in alegal debate. Now we will
seewhat the Court of Appealswill do, following thecomplete
examination of all the arguments developed for and against
Mr. Sharon.
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EIR: Could you discuss the arguments put forward by Mr.
Sharon’ slawyers, and your counter-arguments?
Verhaeghe: Well, basically, there are three main arguments
referred to last Wednesday [Jan. 23] in court. We received a
written submission from Mr. Sharon’s lawyer beforehand,
and he received our submission beforehand. There are basi-
cally three arguments.

Thefirst concernsimmunity. Mr. Sharonissaying that he
enjoysimmunity, and that thisisaruleof international |aw—
not just international customary law, but also enforced inter-
national law, obligatory international law, and that even the
Belgian law states there is to be given immunity for these
types of cases.

Our reply to this argument is basically very simple: We
said, the Belgian law is clear. It says no immunity can be
raised against prosecution or investigation of crimes against
humanity, genocide, and war crimes (Article 5, Paragraph 3
of the 1993 statute law). Furthermore, as a clear law, it can
only be superseded by either another law, which is not the
case, or an international convention such asthe international
convention for diplomatic officers, but there is no such con-
vention in respect to immunity for heads of state. Thereisn’'t
even an agreement on the level of international law that it is
an absolute rule. On the contrary, even the French Supreme
Court very recently ruled in a case that was launched against
[Libyan President Muammar] Mr. Qaddafi, that althoughitis
a principle—the principle of immunity for heads of state—
that principle suffers exceptions in certain cases. Although
they didn’t specify it, itisobvious, that if thereareexceptions,
it thereforeisnot an absoluterule. And if it is not an absolute
rule, one of thefirst exceptionsthat springsto mind iscrimes
against humanity, namely, because this exception hasalready
been accepted in anumber of cases. . . .

The second argument developed by the defense of Mr.
Sharon wasthat he had already been judged by acommission
that was presided over by Mr. Yitzhak Kahan, who wasthen-
president of the Supreme Court of Isragl. Kahan headed a
three-member panel of commissioners who, under the 1968
Israeli law on inquiries, commissioned the famous Kahan
Report on the massacres at Sabra and Chatila. That report
stated that there was responsibility on the Isragli side, that it
waspersonal, butindirect. It alsoruled out activeinvolvement
of the Israeli Defense Forcesin the massacreitself, which we
contest. So, this Kahan Report was then used by the defense
of Mr. Sharon as a kind of argument or shield against the
inquiry herein Belgium, onthebasisof theso-called principle
of double jeopardy, that no one can be tried twice for the
same offense.

We immediately reacted by saying that an inquiry com-
mission likethe Kahan commission isnot the sameasacourt.
Moreover, the Kahan commission made its decision on the
basis of a political motivation and with a political use, and
did not even have the power or authority to sanction anyone,
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Lawyers’ Statement on
Hobeika Assassination

The following statement on the assassination of Elie Ho-
beika was issued by the attorneys representing the Pales-
tinian victims of the Sabra and Chatila massacre. It is
dated Jan. 24, 2002, and issigned by Luc Walleyn, Michael
Verhaeghe, and Chibli Mallat.

The dramatic news which has just reached us from Leba-
non this morning about the death of Mr. Elie Hobeika
and his companions in a car-bomb attack has shocked us
profoundly. Mr. Hobeika had expressed several times his
wishto collaborate with the Belgian enquiry onthe massa-

cres of Sabra and Chatila. The determination was again
reported widely on the eve of his assassination.

The elimination of akey protagonist, who had offered
to assist with the enquiry, appears as an evident attempt to
undermine the case, and reinforces the international cam-
paign which seeks to prevent any examination before a
neutral forum of a crime against humanity which has re-
mained unpunished.

As lawyers for the victims, we firmly denounce this
assassination. In closing our pleadings yesterday before
the Court of Appeal, we repeated that the victims are en-
gagedinajudicia procedure which jarswith the tradition
of violent settlement of the conflictsin the region. Those
behind the assassination clearly follow the logic of war
which seeksto prevent the pursuit of an aternative of non-
violence, law, and justice.

but was merely to provide information to the government to
alow that government to draw its conclusionsfrom it, which
it did. Soit cannot be considered ajudgment, and therefore it
does not form abasis for a possible application of the double
jeopardy rule. . . .

Now, they are not so much insisting on the Kahan Report
as on the so-called decision of the Attorney General in Tel
Aviv not to prosecute after the Kahan Report was issued.
What they want to say with that isthe fact—and they can only
producethefact, sincethereisno written document in respect
to this—that the Attorney General did not commence prose-
cution after being given the Kahan Report. Thisis supposed
to mean that the Attorney General implicitly decided not to
make any prosecution, and since, under Isragli law, heisthe
only authority ableto do so, this decision must be considered
the same as a decision not to prosecute by a court, and there-
foreisalso an obstacleto further prosecution. Thisargument,
which at least clarifies the position of Mr. Sharon, is rather
easy to refute.

Very recently, onthe9th of January thisyear, the Supreme
Court of Belgium decided in acase—although abit different,
it was even stronger than this one—that the fact of being
released without prosecution being commissioned, does not
prevent a court from subsequently pursuing an inquiry or
going over to prosecution and conviction. The 9th of January
ruling of the Supreme Court wasin fact theruling in the case
of the four Rwandese who were also prosecuted and tried on
thebasis of the 1993 statute law, and convicted in June of last
year at the level of the Court of Appeals, by the court in
Brussels. They were al four convicted of war crimes and of
acts of genocide.

One of these convicted persons, Mr. Higaniro, had pre-
viously beenrel eased by theinternational tribunal of Rwanda.
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.. .Now, giventheprimacy of theinternational criminal tribu-
nal there, which was set up by a United Nations Security
Council resolution, over internal Belgian law, and given that
it is an explicit decision—it was a decision by a court in
writing—one can easily make the comparison with the argu-
ment devel oped by Mr. Sharon. Now, Mr. Sharon cannot even
produce awritten decision, and he can certainly not produce
awrittendecision by acourt. Heexplicitly statesitisawritten
decision by the Attorney General. But in Israel, the Attorney
General isnot independent; heis part of the cabinet. He also
consults the government, and he takes a seat within cabinet
meetings. So, heisnot a part of the judicial system. Second,
he definitely is not a court, and third, it is under a national
legislative system. It is not a system which would have pri-
macy over our system. . . .

So, in this sense, we are very confident that the double
jeopardy argument is now finished off with that Supreme
Court ruling.

And then there is Mr. Sharon’s third argument, that
universal jurisdiction awaysimpliesalink with the country.
Either by the presence of the perpetrator, or by the presence
of the victim, or either by the fact that the country would
be in any way connected to or interested in or actively
involved in the conflict. With respect to that argument, we
think that thisis not truly in compliance with the very nature
of universal jurisdiction. Coming back again to the compari-
son that was made by the Attorney General between the
Belgian statute law of 1993 and the Isragli genocide law of
1950, indeed, the only link that is needed is the fact that we
all belong to the same human race. Nothing more and nothing
less. Thisisthe order that has been violated if you talk about
crimes against humanity. Since thisisthe order that is being
violated, therefore it is possible for any organization of
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human beings, such as the Belgian state or whatever, to take
the prosecution, and possibly also the conviction, of these
types of crimes into their own hands. So the argument of
Mr. Sharon in this sense, on the philosophical and also the
fundamental legal basis, we think does not hold. As far as
the more formal legal discussion goes, there is no argument
to interpret the law of 1993 in this sense. The law of 1993
states universal jurisdiction, without any condition. There
is no condition put forward, and if the law does not put any
condition forward, it is not up to the judges to restrain
or to limit the law afterwards by filling in the conditions
themselves. In this sense, aso, we feel rather confident that
there will not be a problem on that level.

But there is one point on which we could have a small
delay. And that is aquestion the lawyer of Mr. Sharon wants
to put before the Court of Arbitration in Belgium. This court
can deal with some violations, or aleged violations of the
Belgian Constitution. He wants to have the question asked
and answered by this court, asto whether there is a possible
discrimination between a Belgian minister and a minister of
aforeign country, since Sharon is a Prime Minister and had
been Defense Minister at the time of these events. Given the
fact that a Belgian minister has what we call a priority of
jurisdiction, has akind of special treatment in that you need
some authorizations by the House of Representatives, and
that he is judged by another court than the court which is
normally reserved for criminal cases or crimes against hu-
manity.

Wereplied to this, saying that thereisno need to ask such
aquestion, inasmuch as the law of 1993 itself does not have
any discriminating disposition. Onthecontrary, when exclud-
ing immunity, it excludes immunity for anyone. . . . But you
never know that the questionwill beasked, andif that question
isasked, it would mean that the Court of Arbitration will have
to render a ruling also within the scope of this case. The
Attorney General has gone along with the defense of Mr.
Sharon insofar as he accepted one question only amongst the
different questions that were proposed by Mr. Sharon, but
insisting at the sametime on the fact that this should not have
any suspensive effect on the case itself, and the case itself
should be continued without any further delay. We can see at
a later point what the Arbitration Court will think of it, and
only at that time should a decision be taken.

EIR: Whenwill the Appeals Court makeits decision?

Verhaeghe: This decision will be taken on March 6, and
on all the other issues. Just a word on the procedure. It is
anew procedure that was installed in 1998, mainly with the
purpose of avoiding problems like these—with respect to
jurisdiction, with respect to admissibility of acertain case—
from popping up at the end of the investigation or at the
trial itself. Let’ sposit the hypothesisthat one of these reasons
would be well-founded. Then, of course, it would be very
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embarrassing to see you have conducted an inquiry for a
number of years, and put a lot of resources into it, and
then see the case go down, when one could have taken the
precaution of dealing with these kinds of arguments at the
beginning of the case. And this was also the reason why the
Attorney General wanted the court to take a decision on it.
He wanted all of these arguments advanced by the State of
Israel, and then taken up by Mr. Sharon’s defense, to be
brought before the court so they could be refuted and there-
fore allow the case to go on. So, it was to clear out the case
of al these possible obstacles.

EIR: How far hasthe actual investigation gone?
Verhaeghe: Theinvestigationhad only started. For instance,
coming back to Mr. Hobeika's situation [see accompanying
articleg], it is unfortunate that the magistrate conducting the
inquiry wanted to clear out all those big theoretical and philo-
sophical questions first, before at least doing some kind of
research on the case itself. If he had sent an invitation to Mr.
Hobeika—as we had suggested to him in writing already in
July of last year, including giving him the address and fax
number of Mr. Hobeika—who knows that perhaps Mr. Ho-
beikawould have given suit to that request of the magistrate
and perhaps sent him documents or made some statements.
Now hewill no longer be able to do that, that is obvious.

EIR: Doyouwant to add anything to your official statement
on the Hobeika assassination?

Verhaeghe: Thereislittleto add. Thereisalot of specula-
tion. The only thing we feel, of course—and again, it is a
feeling, and we have no evidence of it—is, that it is obvious
that his assassination, in one way or another, isrelated to the
case, related to the inquiry into Sabra and Chatila, even if it
would beinanindirect fashion. For instance, someone might
have feared that if Mr. Hobeika spoke in the case, he would
have spoken of other cases and other secrets which it were
better that he not say. There is much speculation, but we are
convinced that in one way or another itislinked, it isrelated
to the case, because two days before his assassination, Mr.
Hobeikareceived two Belgian Senators, and expressed again
his intention—if it is true or not, | don't know—to bring
forward evidence in the Sabra and Chatila case and even his
own declaration.

Thebasic linefor us, remains. | spoke awhile ago about
the necessity of the legal logic stepping in. We went to great
efforts to force the Isragli state to step into the legal logic,
which eventualy they did because we refused any debate
that was political or diplomatic. So, we only accepted alegal
debate, and eventually we got alegal debate. And now, with
theviolence popping up, and if indeed, aswefedl, itisrelated
to the case, thisisthe most sorry element. Now, we see that,
apparently, somepeopl ethink that violenceinstead of therule
of law could be akind of solution to the case.
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Hobeika Assassination:
Sharon’s Bloody Message

by Dean Andromidas

The hand of Israeli Prime Minister Ariel Sharon in the Jan.
24 assassination of Lebanese former Christian militia leader
ElieHobeikaisclear. Theassassination occurred within hours
of ahearing before aBelgian appeal s court, which announced
afinal decision would be made March 6 on whether the war
crimesinvestigation of Sharon, conducted by aBrusselspros-
ecutor, can go forward. Hobeika had just announced his con-
firmed intention to be acrucial witness against Sharon. How-
ever, this assassination was not simply “tampering with a
witness.” Itisaclear message by Sharon and those who stand
behind him, that they will not be denied in their plans for a
new Middle East war, despite the clash of civilizations it
will ignite.

On Jan. 22, two days before the assassination, Sharon and
his generals held a closed forum. According to the Isradli
daily Ha' aretzon Jan. 24, several potential war senarioswere
discussed, one of which envisioned “an al-out war, that
would begin with an attack by Hezbollah rockets, combined
with awave of Palestinian attacks.” Israel would respond in
Lebanon and against Syrian air defenses, and would invade
the Palestinian Authority to “make order.” Such awar would
bemodelled after theU.S. campaignsin K osovo and Afghani-
stan, using massivelsragli air attacks.” Envisioning thepossi-
bility of “Syrian Scud missile attacks, Israel could respond
with heavy bombardment of missilessites and infrastructure
in Syria.”

A few hoursafter thismeeting, I sraeli military postsalong
the I sragli-L ebanon border were thetarget of anti-tank rocket
attacksby theHezbollah. Thelsraglisimmediately responded
by deploying F-16 jets to target Hezbollah positions. The
incident did not escalate further. The Israglis claimed the at-
tack was unprovoked; yet, the next day, the United States
warned Isragl not to conduct military flights over Lebanese
territory. This warning was in reference to the fact, that de-
spite Israel’s withdrawal from Lebanon last July, its F-16
bombers routinely conduct overflights, often creating sonic
boomsto terrorize L ebanese cities.

Hobeikawaskilledin Christian East Beirut by apowerful
car-bomb. It wasthefirst killing of aL ebanese who fought in
the civil war since the announcement of an amnesty over a
decade ago. A London-based L ebanese source pointed out,
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The " convenient”
assassination of
Lebanese former
Phalangist militia
|leader Elie
Hobeika, isbeing
laid at Israel’s
door: It prevents
him fromtestifying
against Aridl

—u  Sharon.

“Y ou haveto understand, there hasnot been akilling likethis
in over adecade, not even at the lowest level. No oneisgoing
to grieve for Hobeika, but—you know, | don’t believe in
conspiracies, but this time it is clear to me that it was the
Israelis.” Suchassassinationshavenot occurredfor thesimple
reason that the “law of revenge” would rekindle the bloody
civil war which destroyed much of Lebanon throughout the
1970sand 1980s.

The group that claimed responsibility for the na-
tionwasthe*“ L ebanesefor aFree and Independent L ebanon,”
agroup not previously heard of. It accused Hobeika of being
aSyrianagent and atraitor. Fittinginwith Sharon’ swar plans,
the second part of the statement is a direct threat to Syrian
President Bashar Assad. It wasawarning that hewould suffer
the same fate as Hobeika if “he set foot in Lebanon before
removing al of histroops.” Assad is expected to attend a
Beirut meeting soon, and he is not expected to remove the
30,000 Syrian troops prior to hisarrival.

While no one has heard of this group, one wonders
whether itislinked to the so-called “ Government of Lebanon
in Exile,” whose office address is 59 King George Strest,
in the center of Jerusalem. Its spokesman, Nagi N. Nagjjar,
recently penned an article denouncing the Belgian govern-
ment for allowing its prosecutors to investigate allegations
that Sharon was responsible for war crimes, because of his
role in the massacres in the Sabra and Chatila Palestinian
refugee camps in Lebanon in 1982. Nagjjar claims that the
campsweresimply “training centersfor terrorists.” The" gov-
ernment” which Najjar represents is, no doubt, made up of
remnants of the so-called South Lebanon Army, which was
the mercenary force the Isragli Army created, financed, and
armed throughout its 20-year occupation of southern Leba-
non. It is the one Lebanese group that did not sign on to the
official Lebanese amnesty.
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This “government” is also supported by the so-called
United States Committee for a Free Lebanon, founded by
L ebanese-Americanand Wall Street“ venturecapitalist” Ziad
K. Abdelnour. According to its official website, the commit-
tee's “Golden Circle” of those who have lent “invaluable
support” to its cause, include the leading war-mongersinside
and outside the Bush Administration. Thisincludes Douglas
Feith, U.S. Deputy Secretary of Defensefor Policy, and Rich-
ard Perle, of the ultra-right-wing American Enterprise Insti-
tute, agood friend of theleader of the Bush Administration’s
war faction, Deputy Secretary of Defense Paul Wolfowitz.
Among many others are right-wingers Daniel Pipes, Sen.
Jesse Helms (R-N.C.), and Iran-Contra player and former
National Security Adviser Robert McFarlane. All are self-
proclaimed friends of Sharon.

Tampering With aWitness

OnJan. 23, lessthen 24 hoursbefore Hobeika sassassina-
tion, aBelgian appeal s courts heard final arguments by Shar-
on’ sattorneysdemanding that theinvestigation of their client
be terminated. Asthe accompanying interview with Michael
Verhaeghe, one of the attorneys representing the Palestinian
victimsin the case, indicates, the hearing did not seem to go
well for Sharon.

Following the Hobeika assassination, Verhaege and his
colleagues issued a statement, saying, “The elimination of a
key protagonist, who had offered to assist with the enquiry,
appears as an evident attempt to undermine the case” (see
below).

In 1982, Hobeika was the head of intelligence for the
Christian Phalangist militia. It was hisunit which took partin
the Sabra and Chatila massacre. In his checkered career, he
went from an |sraeli protégé to apolitician who served in the
L ebanese government in the 1990s. On July 18, 2001, afew
weeks after filing the case against Sharon in Belgium, Ho-
beika, in apress conference, declared hiswillingnessto goto
Brusselsto testify. “1 openly declare that | am very satisfied
that the Sabraand Chatila case has been brought to Belgium,
perhaps giving me the first opportunity in 19 yearsto tell the
truth and defend myself and my reputation. . . and get cleared
of thisaccusation.”

As he was making this declaration, a formal request by
the attorneys representing the Pal estinian plaintiffswas made
to the investigative prosecutor, calling for Hobeika to be in-
vited to testify. The only reason hewas not called to Belgium
last year, wasthat the investigation was suspended, while the
appeal's process was being carried out. That process has now
ended, with the Jan. 23 hearing.

On Jan. 23, Hobeikamet with two Belgian Senators, Josy
Dubie and Vincent van Quickenbourne, who were on afact-
finding tour in their capacities as members of the Belgian
Sabra and Chatila Committee. Hobeika reiterated his inten-
tion to come to Belgium and testify in the trial. Less then 24
hours later, he was dead.
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Afghanistan Confronts
Economic Disaster,
Chaos, and Geopolitics

by Muriel Mirak-Weissbach

Three and a half months after the first bombs were dropped
on Afghanistan, the stated war aims are far from being
reached. The Osama bin Laden/al-Qaeda terrorist networks,
though neutralized and disbanded, have not been eliminated;
nor havetheir leaders been located—much | ess apprehended.
The country, which was given aready-made interim govern-
ment through an international conferencein Bonn, Germany,
is not stabilized; despite the presence of international peace-
keepers, rival warlords are in outright conflict, and security
conditionsoutsidethe capital arenot adequatefor thedistribu-
tion of humanitarian aid, urgently needed. UN deputy special
envoy Francesco Vendrell has said that 30,000 foreign troops
would be required to establish security in the major cities.

At the same time, American and other Western military
forcesaremoving inwith astonishing rapidity to secure bases,
not only in Afghanistan, but in all of Central Asia. Thisisan
ominous development if seen through the eyes of Russia,
India, and China, whose leading political and military figures
are asking themselves, whether perhaps there is another
agenda, than what was officially drawn up in Washington.
Especialy in Moscow, according to a leading strategist at
Moscow’ sU.S.A .-Canadal nstitute, who spoketo EIR on Jan.
11, there is a growing feeling in his country that Russia has
been “betrayed and double-crossed,” by the United States
and Britain.

Afghanistan Ungoverned

Thegovernment of Interim PrimeMinister Hamid K arzai,
which had been shaped at the Bonn conference, and took
power on Dec. 22, is powerless. Thiswas demonstrated most
cruelly on Jan. 10, when it was reported that seven Taliban
officials (including the former justice minister and defense
minister) had surrendered in Kandahar, and then been
promptly released by the governor, Gul Agha They were
handed over neither to the Karzai government, nor to the
United States, which wanted them. Jalal Khan, acloseassoci-
ate of Gul Agha, said that they had been released after recog-
nizing the Karzai government, and promising to stay out of
politics. “Those men who have surrendered are our brothers,
and we have allowed them to live in a peaceful manner. They
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will not be handed over to America,” he said.

A moredramatic expression of the sameimpotence, isthe
emergence of conflict among rival warlord factions, which
are represented inside the Karzai government. On Jan. 20,
fighting broke out west of Kunduz, between Tajik forcesloyal
to former President Burhanuddin Rabbani and Interim De-
fense Minister Mohammed Faheem, on the one hand, and
those loyal to Uzbek warlord and Interim Deputy Defense
Minister Abdul Rashid Dostum, on the other. On Jan. 24, it
was announced that Dostum'’ sforces had seized control over
the Qale Zall district in northern Afghanistan.

Atthesametime, intheeastern Khost provinceof Afghan-
istan, fighting broke out between the forces of Zakeem Shah
Zadran, loyal to Rabbani/Faheem, and those of Bachaa Khan
Zadran, loyal to Karzai. The conflict is over who will be the
provincial governor.

In western Afghanistan, warlord Ismail Khan is consol-
idating control, but not unchallenged by Pashtun groups. Pa-
kistani Gen. Mirza Aslam Beg (ret.) told EIR on Jan. 24, that
what he had predicted at the onset of the war, was unfortu-
nately becoming reality: “There are four or five regions now
created, in the Northwest, around Herat, under Ismail Khan;
among the Hazaris; in the North and center around Mazar-i-
Sharif, under Dostum; in the Panshir Valley under Faheem;
and, in the area in the South, in Pashtun territory, | have
counted five warlords, each with one to two districts under
his control.” In sum, “there are about a dozen warlords con-
trolling the country, and there will not be peace there for a
long time.”

A Strugglefor Money

Such conflicts reflect an enduring reality of the country,
that, intheabsenceof apowerful central authority, local, tribal
factions will emerge and vye for power. This competition is
also a struggle for money. As one Carnegie Institute re-
searcher commented on Jan. 21, the warlords will haveto be
bought off. In General Beg'sview, whatever funds are made
available to Afghanistan, will be the subject of massive
fighting.

One mgjor problem for Karzai is money. Although he
took office in late December, he has not had the financial
meansto pay civil servants, including police. At the opening
of an international donors conference in Tokyo on Jan. 21,
Karzai warned that unless seriousfinancial support were pro-
vided fast, the country “could remain a source of instability
for theworld and theregion.” He stressed that hisgovernment
would lose al credibility if it could not pay staff or deliver
services to the people. Karzai expressed his frustration over
bureaucratic delaysin getting funds released, saying hisgov-
ernment has seen “little sign from the international commu-
nity in response to our urgent needs.” He stressed the country
needs grants, for itsimmediate cash needs, not “pledges.”

The donors conference came up with a $4.5 billion aid
package, which is less than half the five-year goa of $10

EIR February 8, 2002

billion set by the United Nations. Of the pledges, $1.8 billion
is to be made available this year, and the remaining $2.7
billion over thefollowingyears. The European Union pledged
$500 million for thisyear; Iran, $500 million over five years;
Japan, $500 million over two or two and a half years; Saudi
Arabia, $220 million over three years; and the United States,
$296 million for 2002. The order of magnitude being dis-
cussed for a reconstruction plan, is $10-15 billion, over ten
years.

The actual needs of the country would require hundreds
of billions over decades. Although the international aid is
dubbed “for reconstruction,” the fact is, it is for basic con-
struction: Afghanistan has no infrastructure, no road system,
no railways, electricity, running water, and so forth. The pre-
condition for unifying the country would be to construct a
national transportation system, rail and road, which would
also belinked up to neighboring states.

Pax Americanain Central Asia

While war continues in fact in Afghanistan, with aerial
bombardments, the U.S. military has been massively extend-
ing its presence in the region. For the initial military cam-
paign, the United States had managed to convince Pakistan,
Tajikistan, Kyrgyzstan, and Uzbekistanto providebasefacili-
ties. Now, as peacekeeping forces are being deployed in the
capital, the logistical basisfor further U.S. presenceis being
built up.

Gen. Tommy Franks, the U.S. Commander of the opera-
tionsin Afghanistan, wasin Uzbekistan beginning on Jan. 21,
for talkswith President |slam Karimov and Defense Minister
Kadyr Gulyamov. Franks was seeking an agreement, which
was signed, whereby the United States would rent a base for
25 years! Currently, there are 1,500 Americans at Khanabad
air basein Uzbekistan.

Although Franks denied that the United States had any
intention of establishing a permanent presence, the facts
seemed to contradict him. A leading British strategic analyst
told EIRon Jan. 21, that the United Statesis moving to estab-
lish basesin all the Central Asian republics. General Franks
went on to Kyrgyzstan, where he met again with President
Askar Akayev and his defense minister, about basing rights
at Manas Airport, where the United States plans to deploy
3,000 troops. Franks was al so negotiating for Canadian and
French forces to be allowed to join the Americans. He then
flew back to Tashkent, the capital of Uzbekistan. Kyrgyzstan
has no border with Afghanistan, but does have a border with
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China, afact which has increased apprehensions in Beijing,
that the deployments are aimed against China.

In Pakistan, which has been the base for the U.S. war, an
agreement was struck on Jan. 24 for along-term American
presence, asthegovernment agreedto providefull operational
facilities at Karachi International Airport. The United States
has asked Pakistan to provide large tracts of land to build a
permanent air base in Pakistan's northwest province of Ba-
[uchistan, near the Afghan border.

What is the view in Russia on these deployments? The
strategist from the U.S.A .-Canada I nstitute in M oscow, cited
above, saidthat peoplefelt“blackmailed”: “ On Sept. 24, Pres-
ident Putin said demonstratively, and publicly, that Russia
was now a ‘friend of the West.” Soon thereafter, [British
Prime Minister] Tony Blair wrote a letter, promising a new
Russian relationship with NATO. But what has actually hap-
pened? Nothing!” Not only have there been no gesturesfrom
the United States, but there has been “anew pattern of verbal
attacks on what we are doing in Chechnya, with no corres-
ponding criticism of what the Americans have done in Af-
ghanistan; and forward moves by the U.S. in Central Asia.”

Hewent on: “We are being treated as a secondary power,
asanoutcast. Itisvery ugly.” Although President Putinisstill
“very popular,” he said, “we are reaching a threshold. If the
United States does now in Kazakstan, what it has been doing
in Uzbekistan, with building up military infrastructure and
rel ated moves, athreshol d of tolerancewill havebeen crossed,
and the mood toward Putin will likely change.”

Open criticism of the U.S. movesin the region has come
from Russian military and political figures. Konstantin
Totsky, director of the Border Service (which polices the
Tajik/Afghan border), told Interfax Russia that he expected
the United States to leave. “Once the operation [in Afghani-
stan] has ended, that presence here will be superfluous.”
Speaker of the State Duma (parliament) Gennadi Seleznyov,
told the press in Dushanbe, Tajikistan, on Jan. 11, that his
country isinterested in aspeedy peacein Afghanistan. “ Rus-
siais not interested in various bombings continuing in Af-
ghanistan. We are interested in Afghanistan having a perma-
nent government.” He added that Russia did not want
“different American or NATO basesto appear” in Tgjikistan
on apermanent basis. And Putin, it will be recalled, stressed
in December that he did not expect the U.S. forcesto stay “for
alongtime.”

Raw M aterials Resour ces

In the view of some strategic analysts, Russia could be
preparing to “cometo an arrangement with the U.S.,” asone
British source put it. Theimportant factor hereisraw materi-
als resources, and control over pipeline routes. The clash of
civilizationsfactioninsidetheUnited States, typified by Zbig-
niew Brzezinski and Samuel Huntington, has been histori-
cally associated with the British “Great Game” geopolitical
idea, of carving up the nation-states of Eurasia, pitting them
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This mapping of major rail lines operating and under devel-
opment, shows that Afghanistan sticks out because it has
no economic infrastructure at all.

one against the other, and looting their raw materials re-
sources. Thisisclearly onethrust coming out of Washington,
asindicated by President Bush’s new special envoy for Af-
ghanistan, Zalmy Khalilzad, a Brzezinski protégé who sup-
ported the Taliban and |obbied for the Unocal pipelineproject
through Afghanistan, which was designed to cut out Iran and
Russiafrom Central Asian oil and gas development.

Asseveral diplomatic sourcesfrom Central Asiahavetold
EIR, the Russian response to these aggressive U.S. moves
will not be military, but diplomatic and economic. It is ho
secret that the reason why the Central Asian countries have
agreed to an American military presence, is that they are
“cash-starved,” in the words of General Beg. Massive
amounts of money are being promised to these countries, and
huge oil and gas deals are being consolidated, as a carrot,
while the stick being waved, is the continued threat of Tali-
ban-linked extremist insurrections against these govern-
ments.

Russia’'s response to date seems to be, to offer these na
tions its own economic support, through large cooperation
projectsin raw materialsdevelopment. Thus, on Jan. 22, Rus-
sian President Putin proposed a“ Eurasian aliance of gaspro-
ducers,” to three major Central Asian states. Putin made the
proposal during a visit to Moscow by Turkmen President
Saparmurat Niyazov; it would include Turkmenistan, Ka-
zakstan, and Uzbekistan. Putin said that it would “bring an
element of stahility into the transportation of gas on along-
termbasis.” Turkmenistan, aneutral country, and Kazakstan,
which hasnot welcomed the U.S. presence, are already mem-
bers of the dliance; Putin’s offer to Uzbekistan is a counter-
weight to the heavy U.S. presence there.

As the London Financial Times noted, Russia wants to
winover thesecountriesto pipelinedeals, sinceall thealterna-
tive pipeline projects, engineered to exclude Russiaand Iran,
havefailed so far because of financial problems.

Russia is a giant among the raw materials producers: It
produces 585 billion cubic meters of gas per year, followed
by Uzbekistan with 50 bcm, Turkmenistan with 45 bem, and
Kazakstan with 10 bcm. And, following upgrading of its oil
industry, it has become theworld' s number-one oil exporter.

Each major power—Russia, India, Iran, China—has its
own perceivedinterestsintheregion, and, prior tothe Afghan-
istan War, were cooperating on large-scale regional projects,
for transportation as well as il and gas infrastructure. The
new element, a projected long-term American military pres-
ence, isseen to underminethis cooperation, if not to sabotage
it outright.
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FIGURE 1
Railroad Development in South Asia
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Egypt and China Discuss
Mideast Intervention

by Mary Burdman

Egyptian President Hosni Mubarak, who “ plays a subtle and
important rolein the Middle East region,” as China s officia
news service Xinhua characterized it, paid his eighth visit to
Beijing on Jan. 23-26. Mubarak went to China on the 45th
anniversary of the two nations' diplomatic relations “to revi-
talize strategic ties,” and as |sragli provocations against the
Palestinian Authority worsened by the day. His discussions
with China’s leaders prompted their unusually urgent state-
ments on the threat posed to Palestinian Authority President
Yasser Arafat, and the danger of al-out war in the Middle
East.

President Mubarak discussed his efforts to help resolve
the Mideast conflict with his Chinese counterpart Jiang
Zemin, emphasizing his effortsto put pressure on the United
States to curb Isragli aggression. Spokesmen of both sides,
following thetalksbetween Mubarak and Jiang, and M ubarak
and Chinese Prime Minister Zhu Rongji, underlined that only
through a just establishment of an independent Palestinian
state could the crisis be resolved. The Chinese President said
there must be an early settlement of the conflict, if terrorism
is to be uprooted, and stated China's continued support for
thejust national rights of Arab and Palestinian peoples. Jiang
also stressed the importance of a growing role for Mubarak
in Mideast affairs.

Egypt and Chinaare each others’ most important partners
in Asiaand the Middle East, and political and economic rela-
tions have been growing rapidly in recent years. The official
focus of the visit was economic agreements, including the
inauguration of an Egyptian-Chinese business council, with
62 members from both countries. The agreements signed in-
cluded onefor cooperation in peaceful use of nuclear power,
as well as for cooperation in petroleum, transport, and
tourism.

Onthepoalitical front, thefocuswasthel sragli-Palestinian
conflict. Mubarak denounced the idea of a“conflict of civili-
zations,” as a dangerous concept, and one which attempts
to equate “resistance against occupation” with “terrorism.”
Mubarak refuted I sraeli claims about all eged weapons smug-
gling by the Palestinian Authority, and described Isradli ag-
gression against Palestinians.

Heal soreiterated hiscall for convoking aUnited Nations-
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sponsored international conference to combat terrorism, an
issue he has been promoting for over 15 years. Beijing sup-
ported this proposal. Zhu Rongji especially praised “Egypt’s
foreign policy of independence and non-alliance and supports
the constructiverole of Egypt inthe Middle East and interna-
tional affairs.”

President Jiang Responds

Theimpact of thetalkswasdemonstratedin several public
statements from Beijing. On Jan. 26, President Jiang re-
sponded, in aletter given prominent coverage by Xinhuaand
People's Daily, to a Jan. 22 letter from President Arafat. In
his letter, Arafat had appealed to China to use its influence,
in cooperation with the international community, to advance
effortsto stop the worsening situation in the Middle East and
salvage the peace process. Arafat said that Chinais a major
power with great influence in international affairs, and the
Palestinian side highly appreciates China’s efforts on behal f
of Mideast peace.

Arafat met with Wu Jiuhong, director of China's office
in Palestine, and told him that Israeli military operations on
Palestinian territory had “crossed al ‘red lines,’ ” and the
situation in Palestine was in danger of getting out of control.

Jiang Zemin wrote that the Mideast situation is steadily
deteriorating, and the Chinese government, aswell as he per-
sonally, are gravely concerned. China opposes Israel’s mili-
tary strikes and economic blockade against Palestine, and
its acts that jeopardize the lives and property of Palestinian
civilians, and is “particularly opposed” to Isradl’s “ill-ad-
vised” restriction of Arafat’sfreedom of movement.

China has noted the huge effort of the Palestinian side
for a cease-fire, he wrote. He called for joint restraint and
negotiations, and pledged Chind's readiness to play a due
role, with theinternational community, in easing the tension.

A commentary, very critical of Israeli policy and thefail-
ure of the United States to use its “considerable restrictive
force” on lsrael, was published in the People’ s Daily on Jan.
25. President Mubarak “has sent 11 letters to U.S. President
GeorgeW. Bush,” onjust thismatter, the commentary stated.
“However, people do not see any effective actions taken by
the United States.”

For the Arab world and Palestine, the key thing is unity,
and towork for political negotiation to“ gradually fulfill their
desire for the establishment of an independent Palestine
state.” Israel should understand that “the use of force not only
cannot fundamentally solve the problem, but also Israel’s
peace and tranquility will be out of the question. ... Since
Prime Minister Sharon has repestedly declared his willing-
nessto make ‘apainful compromise’ with Palestinein return
for peacewiththelatter, thenwhy doesn’tittry hardto replace
military actionswith peaceful means?

“As for the United States, since it has openly expressed
its agreement to the establishment of a Palestine state, then it
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Mahathir: Malaysia Was
Not9/11 ‘Launch Pad’

Maaysian Prime Minister Dr. Mahathir bin Mohamad
responded to an FBI report that Malaysia was a “launch
pad” for the Sept. 11 attacks, by pointing to the fact that
only the United States itself could have been the launch
pad for such a sophisticated operation. “These people
were training in the U.S. al the time, and then they
planned in America how to hijack American planes, at
what time, which plane, which building. All that was

done in America, not done in Malaysia,” said the Prime
Minister. He said the terrorist suspects had been travelling
all over the world, including to Switzerland.

Newsweek reported that the FBI claims that a Malay-
sian, Y azid Sufaat, met withtwo of theaccused 9/11 pilots,
and financed Zacarias Moussaoui, now on tria in U.S.
Federal court asthe“20th hijacker.” Dr. Mahathir said that
he doubted that Sufaat, whoisunder detentionin Malaysia
for suspicion of domestic terrorism activities, was in-
volved in the planning of the Sept. 11 attacks, and asked
those who have information to provide it. “Let’s see the
evidence. Itisvery easy to say that he had doneit, but did
hedoitin Maaysia, did he plan everything?| doubtiit. . . .
It' stoo sophisticated an operation,” he said.

should take follow-up actions. The United States has consid-
erable restrictive force to deal with Isragl. It should let the
Palestinian people really see that there is hope for the estab-
lishment of an independent Palestine state with East Jerusa-
lem asthe capital through peaceful means,” asthe only solu-
tion to resolve the conflict, and to solve “the problem of
extremist organizations of Palestine and Isragl.” The com-
mentary also called for the international community to “ex-
tend more realistic and effective support to Palestine.”

On Jan. 29, Chinese Foreign Ministry spokesman Kong
Quan said that Arafat’s leadership must be maintained. The
authority of Arafat, who symbolizes the just cause of the
Pal estinian people, would hel p revive peacetalks, Kong said.
Therewereasoreportsinthe Tel Aviv daily Yediot Ahronot,
that areceptioninBeijing to mark ten yearsof Chinese-1sradli
ties, ended up as an insult to the Israglis. The reception was
sharply downgraded in size and importance, and, interest-
ingly, the room was decorated with the flag of Norway—site
of the Oslo peace talks—rather than of Israel. Among other
strainsin Chinese-Israeli relations, isthat Israel unilaterally
(but under heavy U.S. pressure) had cancelled a contract to
sell Phalcon reconaissance arcraft to China in 2000. China
has demanded some $1 billion in compensation, but nothing
has been arranged.

China’sOther Regional Ties

China is aso developing other regiona relationships.
King Abdullah |1 of Jordan paid hissecond statevisitto China
on Jan. 17-21. Abdullah emphasized the importance of an
independent Pal estinian state, and discussed economic devel -
opment, acritical issuefor Jordan amidst theworld depression
and thel srael-Pal estine conflict. Moroccan King Mohammed
V1 will pay astate visit to Chinaon Feb. 4-9.

Iraq and Sudan are also of central importance. On Jan.
28, Zhu Rongji stated China's opposition to any arbitrary
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expansion of “anti-terrorist” military action, in his discus-
sions with visiting Iragi Deputy Prime Minister Tariq Aziz.
Aziz was on hisway to Russiafor further talks.

Zhu Rongji, repeating statementsby diplomatic éminence
grise Vice Prime Minister Qian Qichen, said there should be
no double standards in the fight against terrorism, and called
for anearly resolution of thelragissue, onthebasisof relevant
UN Security Council resolutions.

The strategic context of these talks, was described in
China s Outlook Weekly on Jan. 16. The most serious issues
for China's economic development, are the danger of defla-
tion, which is much more serious even than falling exports;
the financial problem posed by the falling Japanese yen; and
the issue of strategic resources, endangered by the U.S. “war
onterrorism,” stated the author, adeputy director of an insti-
tute of thenational cabinet’ sthink-tank, the Development and
Research Center of the State Council.

The real purpose of the U.S. war against Afghanistan,
nominally against terrorism, “is to make the presence of its
military forcefeltin Central Asia,” according to the views of
insightful analysts, the article states. “This has posed a rea
threat to the source and channels of Chind's strategic re-
sources.”

In addition, China soil interestsin such nations as Sudan
areendangered. Inthe mid- and late-1990s, Chinacarried out
apolicy of developing external oil resources. Thisincluded a
“successful” investment “in some sensitive countries such
as Sudan.”

However, thearticlenotes, theUnited States, “inthename
of anti-terrorism, has made a public declaration that any state
or government, which ever supported terrorist activities, will
beonthelist of being hit. Sudanisprobably onthelist. Voices
grow stronger recently in the U.S., urging expansion of the
sphereof itsmilitary strikes. Thishas created highly unstable
factorsin external areasimportant for China s resources.”
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British Cleric Rebufls
‘New Empire’ Mania
by Mark Burdman

The policy grouping in Great Britain that has been promoting
a“New Empire” since Sept. 11, hasreceived arebuff froman
unexpected source. At atimewhen “New Empire” enthusiast
Tony Blair, Her Mgjesty’s Prime Minister, has claimed the
role of theworld’ s most enthusiastic supporter of the“war on
terrorism” and the bombing of Afghanistan, the man who is
the leading contender to be the next head of the Church of
England, the Archbishop of Wales, Rev. Rowan Williams,
hasissued ablistering attack on these military operations.

The office of Prime Minister Blair, through his foreign
policy guru Robert Cooper, has been avidly promoting the
“New Empire” provocation, as have individuals at govern-
ment-linked institutions such as the London School of Eco-
nomics and Foreign Policy Centre think-tank in London. For
an attack on this policy to come from the prospective head of
the Church of England, is no small matter. The head of the
Church is aso the head of the Anglican confession interna
tionally, which includes the Episcopal Church in the United
States. Also, the Supreme Governor of the Church of England
is Queen Elizabeth Il. Williams had, earlier, raised some
hackles, when he proposed that the Queen should no longer
havethisrole.

He and other contenders for the post were propelled into
prominence, when Church head Archbishop of Canterbury
Dr. George Carey suddenly announced in January, with no
reasons given, that he would be resigning, effective Oct. 22.
Thebattlefor hissuccession hasalready become quite heated,
“the most intense in the Church of England for at least five
decades,” according to one British source.

Assuredly, Blair and Her Mgjesty are none too pleased
with Archbishop Williams' pronouncements, so he cannot be
regarded asashoo-in, evenif henow hasaplurality of support
within the Church of England structure. According to proce-
dure, the Prime Minister and Queen together, make the final
decision about the succession, after the final two candidates
names are proposed to them. The other two leading candi-
dates, Bishops Nazir-Ali and Chartres, have, so far, not said
anything of any note on the issues raised by Williams. Dr.
Carey has carefully endorsed the government “party ling” on
the terrorism/Afghanistan complex, with only the mildest of
reservations. Generally, during his tenure as leader of the
Church, Carey has toed the line of Her Majesty’s Prime
Minister.

Extracts from Williams' new book, Writing in the Dust,
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were published in the Jan. 21 London Guardian, under the
headline, “For God's Sake, Stop This Talk of War.” He as-
serted that “the risk and frustration” of the current moment,
isthat “we cannot seetheend . . . of the conflict that beganin
October. ... The conflict begins to become an embar-
rassment.”

On the war in Afghanistan, he said, “Thereisafineline
between, for example, the crippling of military and aircraft
installations, and the devastating of an infrastructure with a
half-formed aim of destroying morale. Combinethat withthe
use of anti-personnel weapons such as cluster bombs, which
ought to rai se serious questions (they have been described as
aerial land-minesintermsof their randomly lethal character),
and the whol e enterpriseistainted.

“Tainted, because as soon as assaults on public morale
by alowing random killing as a matter of calculated policy
become part of amilitary strategy, we are at once vulnerable
tothechargethat thereisnomoral differenceinkind, between
our military action, and the terror that it attacks’ (emphasis
inoriginal).

Archbishop Williams warned that “a good deal of the
moral capital accumulated during the first days and weeks
[after Sept. 11] was soon squandered. From a situation where
Muslim nations, even Iran, expressed shock and sympathy,
we came to a point where the shapel essness of the campaign
led Muslimsto ask whether there were any agenda other than
the humiliation of an Islamic population.”

‘The Coalition Could Unravel’

Raising questions about the morality and so-called justi-
fication for these military campaigns, Williams asked, “ Can
we, for God's sake, let go of the fantasies nurtured by the
capacity for high-tech aerial assault?’

The Archbishop reserved his most devastating critiques,
for the mistake, by American and British leaders, of using the
word “war” to define the fight against terrorism in the first
place. He wrote: “ And if we stop talking about war so much,
we might be spared the posturing that suggeststhat any ques-
tioning of current methods must be weakness at best, treason
at worst. We could ask whether the further destabilizing of a
massively resentful Muslimworld, and theintensifying prob-
lems of homelessness and hunger in an already-devastated
country, were really unavoidable. We could refuseto be vic-
tims, striking back without imagination.”

Williams has also raised questions about the U.S. mili-
tary’ streatment of prisoners, at the basein Guantanamo Bay,
in Cuba. A senior British defense source, with many contacts
inthe U.S. strategic-military establishment, told EIR on Jan.
21, that thisissueis provoking such awide array of dismay,
in usually pro-American British circles, that, combined with
other factors of the type raised by the Archbishop of Wales,
“the entire anti-terror coalition could possibly soon unravel.”
Since Sept. 11, thisindividual has been personally involved
in shaping that “coalition.”
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Venezuela Turns Out
Against Hugo Chavez

by David Ramonet and Gretchen Small

Two marches were held on Jan. 23 in Caracas, Venezuela
one organized by the opposition to the government of Presi-
dent Hugo Chavez; the other by Chavez, as a show of force
against the opposition. The opposition chose to stage its pro-
test onthe anniversary of the 1958 overthrow of Gen. Marcos
Pérez Jiménez. The demonstration, called by diverse opposi-
tion parties and social organizations, stunned even its own
organizers, and marked an important change in the general
character of the opposition movement itself. Estimates of the
anti-Chavez turnout ranged from 80,000 to 200,000 people;
but whatever the figure, their numbers vastly overwhelmed
what Chavez could pull, as can be seen in the two pictures
published here.

Opposition has grown as the Chavez regime hasfailed to
better the lives of Venezuelans, while building up an overt
political-military infrastructurefor fascist mobrule. Thelead-
ership of the opposition movement, however, tended to por-
tray the issue before the country as a fight of free-trade eco-
nomicliberalsagainst the“ Cuban communists’ of the Chavez
regime, thus limiting their numbers, and playing into Cha-
vez' s preparations for acivil war of “poor against rich.”

Anearlier national strike, on Dec. 10, did shut down much
of the country, but most people joined the strike by staying
home, intimidated by the regime’ sthug tactics against oppo-
nents (including organized mob attacks against private
schools, newspapers, and political, business, and trade union
opponents alike). Jan. 23 broke that fear.

People came from every part of the country; labor and
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business |eaders, housewives, merchants, workers, students,
and children, all marched with aunity of purposeto ameeting
in the center of the capital city. The stratification which usu-
aly dominates Venezuelan social relations disappeared; rich
and poor, black, white, and brown mingled without distinc-
tion, producing that specia quality of happiness generated
when great numbers of people act on the basis of their com-
mon humanity.

Slogansranged from* Chavez Out Now!” to* Demaocracy,
Freedom, and Tolerance; No to Dictatorship.” Another—
“We Don’'t Want Dictatorship, Nor a Return to the Past"—
countered Chavez's charge that the only ones who oppose
him arethose committed to the palitical and economicregime
whose wretched failure to defend the General Welfareled to
Chavez' s once-enormous popularity. The march concluded
with the singing of the national anthem by the ocean of people
who overflowed Caracas main plaza and spilled into sur-
rounding streets.

In contrast, the march in support of the President who
oncecommanded 80% popul arity, wasdelayed for two hours,
waiting for expected delegations who never arrived. Chavez
prohibited press helicopters from flying over the capita to
verify the size of the two demonstrations. But, although the
President lied that hisfollowerswere “three times the size of
the opposition’s march,” his red bereted-shock troops—and
theleadership of the Armed Forces—could seethey wereout-
numbered.

Chavez responded to the mass protest in character:
sharply radicalizing his Jacobin regime. Speaking before the
diplomatic corps on Jan. 24, he denounced the Roman Catho-
lic Church as“atumor” on Venezuelan society. Hethen fired
hisInterior Minister, LuisMiquilena, an old-line radical who
Chavez decided had become “too soft” when he argued for
dialogue with the opposition. His replacement, Navy Capt.
Ramon Rodriguez Chacin (ret.), signalsthedirectionthe Cha-
vez regime intends to take: an intelligence “spook” with a
career in military special operations, Rodriguez Chacin has
been Chavez' s personal envoy to various Andean narco-ter-
rorist groups, and especially to the largest, the Revolutionary
Armed Forces of Colombia (FARC).

The government-
sponsoredrally in
Caracas (left), on Jan.
23, and the opposition
march in the main plaza,
on the same day.
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Of Homer’s Troy, And
The Careerist Scholars’ Wrath

by Andrea Andromidas

Once again there is war over Troy—the old war, over the  only be dealing here with the notions of a succession of differ-
guestion: Does Homerliad have an historical foundation, ent poets. The great poet Friedrich Schiller pronounced
or is the epic only a product of the bard’s fantasy? The spur ~ Wolf's view to be barbaric. Nevertheless, the skepticisr
to this new warfare, conducted with well-sharpened spearsyhich this work spread among specialists, led finally even to
was the first stage of an excellent exhibition openedin March ~ the point where the very existence of Homer was called int
2001 in Bonn, Germany on the theme, “Troy: Dream andquestion, and the events described in the epic were designated
Reality,” in which the latest research results are put before  as poetic inventions.
the public. When in 1871 Heinrich Schliemann, entirely unknown
Since the tour moved from Stuttgart to Braunschweig and in the circles of scholars of antiquity, searched through th
now to Bonn, a million visitors have seen the exhibition. Bothlandscape of the Troad, literally with his Homer in his hand,
its stay and its daily hours have been extended to accommo-  and later unearthed the ruins of the city, the old enthusias
date the extraordinary public response. The exhibition’s scifor Troy was again immediately awakened—and, as was to
entific coordinator is archeologist Prof. Manfred Korfmann be expected, also the shrieking. The stay-at-home Germal
of the University of Tiingen, who has led the most recent scholars threw against Schliemann the most violent opposi-
excavations at Hisarlik, Turkey. Hisarlik was found by Hein-  tion, which finally climaxed in the campaign of the retired
rich Schliemann, in the 1870s, to be the site of Homer’'s Troyarmy Captain Btiicher. In books, essays, and pamphlets, he
But the basis for the warfare lies much deeper. Overlook-  charged Schliemann with falsifying the results of his excava
ing a few brief cease-fires, this controversy has continuedions and making completely exaggerated interpretations; and
now for 200 years in Germany, and despite the variety of the  charged thatin reality the excavation presented nota Homer
arguments brought forward, its real subjectis always the headity, but simply a ceremonial tomb.
of the great poet Homer. Even after the recognition of Schliemann’s work, and the
No one would doubt that Homer, with his poetry, laid the later discovery of the impressive walls of the late-Bronze Age
groundwork for a renaissance. When, however, it comesto  Troy VI and Troy VII which Homer described, the burning
throwing light on the historical connections of Homer’s epic question of the actual identity of Troy could not be fully an-
world, and above all their effect upon the real world, then  swered. Althoughitis firmly established that writing was very

weapons are seized, with a shriek. much in use in Troy at that time, the extensive excavations
o up to this day have been able to supply no written or other
The Scholars Opposition to Homer proof which would unequivocally show, that today’s Hisarlik

When, during the German Classic period, interest in is really Troy. This bothersome uncertainty has urged on the
Homer grew, the scientist of antiquity Friedrich August Wolf skeptics to the predictable degree, that a much-noticed 1964
published a work against him. In WolfBrolegomena to archeological study, by Rolf Hachmann, appeared to have
Homer,appearing in 1795, he put forward the assertion thatlefinitively set aside every claim to a contribution to the his-
thelliad, and theOdysseyas well, probably could not have  torical explanation of the question of Troy. Therein he says:
been the creation of a single mind; but rather that we could “If neither the epic itself nor other sources yield any deci-
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sive point showing that Troy must be identical with one of
the settlements on the hill of Hisarlik, then thereisabsolutely
no possibility of proof, for archeology in particular does not
allow indicative [or circumstantial] proof. Y et further: if the
historicity of the city of Troy and the Trojan War is not able
to be confirmed either from the epic itself or on the basis of
some other demonstration, then it is false to search after the
historical reality of the city and the war, for such a proof is
particularly impossible from an archeological finding.”

Thelliad’sCredibility

Thefact that archeol ogy cannot produce acircumferential
wall made out of wood, nor a fortified grave, and certainly
not alarge city, is said to establish that Homer’s images are
entirely unreal. Thisteaching held, at least in Germany, upto
the most recent past, and so, the arguments of the opposition
professors Kolb and Hertel in the current controversy over
the Troy exhibition, are not essentially different from those
of retired Captain Botticher. Intheir essentiass, all theseargu-
ments aim at taking away from Troy the grandeur which the
poet, without any question, gives it in the lliad: namely, a
well-walled and large city, overlooked by an Acropolis, with
resplendent houses and broad streets.

Andif Homer’ spictureof Troy isentirely unreal, then all
the more should al therest of the lliad be considered to have
no credibility.

Whilethegreatest part of the scholarly world hascertainly
rested since then in the sleep of Rolf Hachmann’s learned
opinion, in the last 15 years there have nonetheless come to
light someresearch results, which not only confirmed Schlie-
mann’ s basi ¢ account, but also pointed, in afascinating way,
toward the path to aclarification of the historical events. Re-
sults which arose from the mutual intellectual stimulation of
distinct fields of specialization, have now been placed before
aninspired publicinthe exhibition “ Troy—Dream and Real -
ity.” Sincethe author and two of her colleagues had, besides,
the great opportunity of viewing the excavationsin Troy and
the landscape of the Troad, this article will report on them
aswell.

Alongside many other special fields of study, the follow-
ing three are essential:

 Archeology; in particular the campaign of excavations
in Troy since 1988, led by Professor Korfmann.

« Researchinto the empire of the Hittites.

* Research on Homer.

Troy, naturally, is no customary excavation site, for ev-
eryone who, with great expectation, has ever come here, had
aheadfull of imagesof mythol ogy and Homeric poetry. When
onefinally stands before theruins, oneat first is struck by the
sobering fact, that before one lies anot-at-all-large hill, but a
very complicated one, with morethan ten layers of habitation
built on top of one another—seven distinct Troys from 3000
B.C. to 1000 B.C., and then the Hellenic and Roman settle-
ments. Very slowly, one beginsto locate and distinguish be-
tween the remnants of the different walls: Troy I, 11, 111, and
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An exhibition in Germany based on the last 15 years’ new
archeological discoveries at the site of Homer’s Troy, has met an
astonishing response: 700,000 visitors in two months; the
exhibition extended two more months and open 12 hours every
day; and scholarly arguments re-ignited over the re-confirmed
historical truth of Homer'dliad.

IV, and then the Troy VI and Troy V11 sung by Homer.

The second time around, one already |ocates more clearly
the northeast bastion, and the south tower of Troy VI, which
perhapsisthe one which Homer called the “ skaa gate” in his
songs. The last meeting between Hector and Andromache
comes to mind, and suddenly one also becomes aware of the
constantly blowing wind. When one assimilates to this the
landscape of the Troad, looks over the Dardanellesand down
from the steep cliffsupon theinlet bay of the old harbor, and
tothehill of gravesof Hellenictimes—only thenisonereally
inTroy.

Old Lady Troy Begins To Speak

When Manfred Korfmann began to dig in Troy in 1988,
it had nothing to do with the old battles over Homer. He had
aready excavated at the Bosporus Strait for severa years,
then for seven years had led a project very near Troy, which
unearthed a burial ground at the old harbor of Troy (Be-
siktepe); and then, as an expert on Bronze Age Anatolia, he
took the new excavationsin hand.

When histeam cameto Troy, their priority was the solu-
tion of an archeological paradox which had arisen directly as
aconsequenceof theolder excavationsat Troy; and especially
the fresh determination of a dating system which had fallen
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FIGURE 1
Greece and Anatoliain the 13th Century B.C.
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This German-language map shows the approximate era of the Trojan War. The maritime city of Troy (“Troia”) and its
surrounding area (Hittite “Wilusa,” Homer's “llios”) commanded the important, and difficult, sea-trade passage from the Aegean

Sea into the Black Sea to the north.

Heinrich Schliemann’s 19th-Century discovery of Troy here, first proved that Homer's lliad established the location of Troy
exactly, and the cities from which it was attacked—shocking scholars who had dismissed Homer's epic as “just poetry.” Since
1988, new excavations have again shocked the scholars by proving that Homer also precisely described the city’s large size,
splendor, and fortifications. Some of the Mycenaean Greek cities which sailed against Troy had long disappeared when Homer
lived, 5-600 years later; but Homer's epic named and located them.

Other recent discoveries about the Hittite Empire (shaded northern area along the Black Sea coast), and its relations with
the Mitanna kingdom (eastern side of the map) have shown that Troy was militarily allied with the Hittite Empire in that period.
The Hittites had militarily subjugated Greek settlements in southwestern Anatolia, such as Ephesos and Miletos. These events

are discussed in the second half of the present article.

out of joint (see chronology box). Beyond that there was the
question, already posed by Schliemann and Dorpfeld but
never since answered, whether there might be still another
settlement below and around the strong-walled hill fortress
of Troy VI.

Thusfromthetaskslaid out, it was certainly not expected
that great discoverieswerein theair; and theimportant ques-
tion of chronology, though pursued through years of difficult
work, isnot directly of great interest to abroader public.

However, it was otherwise with the question of a lower
city. The new method of geo-prospecting contributed deci-
sively, particularly in broad fields such asthosein thevicinity
of the citadel hill which are partly in agricultural use, to find-
ing out relatively quickly where it was most worth digging.
The ground is gone over, square meter by square meter, with
amagnetometer, which registers deviations from the natural
ground caused by human building activity, down to a depth
of about three meters. From this arises a sketch comparable
to an X-ray picture, which yields to the specialist the first
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important foothold.

Thisbeing done, it sprang immediately to the eye, that the
excavatorswere dealing with an unexpectedly wide-areaand
systematically built Helleni stic-Roman period settlement; but
it was yet more astonishing, that wherever soundings were
made, they al so hit upon anunderlying layer of Troy V1 below
the Hellenistic-Roman settlement.

The work of 1992 finally achieved a picture, which ap-
peared to show the course of alower-city wall 400 meters
south of thecitadel wall. But by theensuing excavation, some-
thing entirely different came to light: no wall, but rather a
trench or moat of up to 4 meterswidth. Through several cuts
and further geomagnetic measurements, this moat could be
traced out to a length of 600 meters, so that an entirely new
estimate of the city’ s size had to be arrived at.

One could now proceed to the conclusion, that to the
23,000 square meters of Acropolisand fortified palace hill, a
further 180,000 square meters had to be added for the sur-
rounding city below; which corresponded to aresident popu-
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lation of about 6-7,000 human beings, and placed Troy inthe
first rank of residential and trading cities of Anatolia.

Yet, in 1984, Frank Kolb, in his standard work The City
In Antiquity, had written the following on Troy: “Troy VI
and Vlla, whose chronological coincidence with the Troy of
Homer can be questioned, were wretched little settlements,
and could absolutely not raise the claim of deserving to be
named cities.”

Such descriptions, and similar ones speaking about Troy
asa‘“pirates nest,” must now be thrown overboard.

This ditch, of such notable extent, was hewn directly in
therock, about 4 meterswide, 1 meter deep onthesidetoward
the plain and 2.2 meters deep on the city side; so that without
doubt, an essential part of a fortification had come to light.
Thistrench had thefunction, aboveall, of repulsing approach-
ing war chariots. In the 12th book of the lliad it is described
asfollows:

“Sointhe tumult Hector ran through it with great agility,
and exhorted hishorseto spring over thetrench. But the steed
would not dare thisflying leap, and whinnied out loud, stand-
ing on the outermost edge; then it recoiled back from thewide
moat—not narrow enough to spring over, nor easily passed
through; for asteeply rising bank surrounded it on every side,
and it was also implanted with sharp stakes abovethis, which
Achaias’ son had emplaced, thick-rowed and strong, to repel
the enemy. Hardly could a steed, harnessed to a wheeled
wagon, go over it; footsoldiers only, if they were capable,
zealoudly attempted it.

“But Polydamas, coming near to the defiant Hector, said:
‘Hector, and you, themighty of Troy andyour allies, itisfolly
to drive your swift horses through the moat.’ ”

TheMaritimeTroy

It was found, that in some few places the moat was not
hewn out; but rather, in those places the rock remained, to a
width of some 10 meters. There, it wasthought, the city gates
must have been found, for there, wagons could easily passthe
moat and get through the gate of the city. In fact, a bit later
the excavators were able to dig up, at one of these locations,
amuch smaller trench parallel to the moat and on thecity side
of it; the small trench wasin turn broken precisely where the
city gates would have been. Thus this small trench served as
the foundation of apalisade wall, in the middle of which the
city gate was found; and the large post-locks for the gates
were actually found there.

Thelocation of thetrench and gateswere now established;
but acity wall would, inany case, also haveto belong to such
a defended position. It was not to be expected that the wall
would befoundimmediately, for twiceinthefirst millennium
B.C., anew lower city was built, and one can well imagine
that thestonesof theold city wall would havebeen completely
taken and used for that. Besides, the ground over the stones
is often no thicker than 50 centimeters to one meter, so that
fromthebeginning, it could be excluded that layerswerebuilt
one on top of another.

EIR February 8, 2002

Aclay signet or “ wheel seal” of the Bronze Age, found at Troy in
1995; its owner occupied the high position of a scribe. The
language was not, as expected, the“ Linear B” of the Mycenaean
Greeks, but rather Hittite.

Eventually, apieceof theold Troy VI city wall wasfound
in an entirely different place; namely, directly at the citadel.
It had been fitted in there, exactly abutting the wall of the
northeast bastion; which made clear, that the lower city wall
of Troy VI had, in fact, not been built as alater addition, but
rather was there from the beginning. If one adds to this, that
considerable stone foundations of larger houses, built next to
one another in the lower city, were also exposed, then one
gets an entirely different picture atogether, than that of a
wretched and impoverished settlement. Moreover, at other
places afoundation wasfound struck into the rock (similar to
the palisade wall in the ditch area), which shows that the
maritime Troy settlement (from about 2400 B.C.) already had
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FIGURE 2
Many Settlements Lie in the Hill of Troy
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A cross-section by the excavators of the different strata of settlement on the hill of Troy, wherethe citadel wasfirst discovered by
Schliemann. The earliest remains, “ Troy |I” of perhaps 3000 B.C., sit on the bedrock (“ Fels’ ). Schliemann excavated the first important
cultural period, Troy I1; the so-called “ maritime” Troy I11-V of 2600-2400 B.C.; and Troy VI-VII, with huge walls and much wider
extension, the high culture about which Homer sang, which ended about 1200 B.C., probably with general war and destruction in the
region. Above these strata are the remains of Hellenistic and Roman settlements with temples.

alower city surrounded by awooden wall.

In the lower city was found everything that could be ex-
pected in aprosperous city of this period. Broad streets, fire-
places, ovens, and Pythoi, asthelarge earthen storage vessels
were called. Moreover, some areas where craftsmen per-
formed their trade—i.e., blacksmiths, potters, and textile
workers. The discovery of more than ten pounds of shells of
Lapillussnails (purplein color) collected in one general area,
is extremely noteworthy, as it points to the existence of a
dyeindustry. Ceramics, which were made on pottery wheels,
acquired exteriors with many variations through the use of
new firing techniques and decorative modes which in some
cases imitated Mycenaean patterns.

Beyond this, horse training and breeding, as well as the
contruction of war-chariots, played atremendousrole. Trea-
surefinds, such asthosein Troy I, have not been made as of
yet; however, the few uncovered valuables—such asjewelry
made out of gold, silver, and bronze; pearls from carnelian
and rock-crystal; or ivory combs—point to highly developed
craftsmanship. Thearcheol ogistshaveal sofound that besides
the large number of horses, there were also many herds of
sheep and other livestock, including cows, goats, and pigs.

An extraordinary find, is the subterranean water supply
system, which was situated to the west of the city, outside of
the lower city wall, and discovered during the digs of 1997
and 1998. Homer mentions such awell outside thecity walls.
The existence of wells and other water reservoirsis common
knowledge; however, now thearcheol ogistshavedug system-
atically into these cavities and come across some exciting
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finds. From one 13-meter-long hub, three branches diverge
outward, the longest of which was 100 meters long. Four
shafts, which apparently served as wells, came out to the
surface. Originally alittle underground reservoir arose here,
which was equi pped with an overflow drain which connected
it to thewater in the outer reservoir. Even today, about 500 to
1,400 litersflow into the reservoir daily.

What time period are these subterranean reservoirsfrom?
The assumption that thisextraordinary systemwas createdin
thelateHellenistic or Roman erahasbeen proventobewrong.
Inastudy conducted by the Hei del berg Radiometry Research
Ingtitute of the Academy of Science, atest of the iron of the
site established a date somewhere in the third millennium
before Christ. In the section below on Hittite research, the
further importance of the subterranean waterwayswill be ex-
plained.

A Residential and Commercial City

Takentogether, al the piecesof the* Trojan puzzle”’ point
toacity of continual growth and onewhich, by itsappearances
and customs, was of the pattern of other Anatolian cities.
Through its extraordinary geographical location alone, the
probability of the existence of a noteworthy commercial city
is high, given the knowledge that even in Roman times, the
transport of goods by water was 60 times|ess expensive than
that over land. Additionally, the exceptional water and wind
currents at the mouth of the Dardanelles would have helped
substantially.

TheDardanellesowetheir special patternsof sea-currents
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to the strong northeast wind which blows straight through
from May to October. Sincethe Black Seadisposesof agreat
inflow of fresh water from the rivers discharging into it, a
freshwater flow with adepth of 17 metersrisesin the Sea of
Marmara in the direction of the Aegean. Underneath this
flowsstrongly salt water in the oppositedirection to the Black
Sea. For the sailing shipsof that time, which still had no keel,
and therefore could not make any kind of headway against
the wind, the entry and passage through the Dardanelles into
the Black Sea would have been a difficult task. The current
ran with thewind, and so onewas often compelled to wait for
weeks in the nearby harbor of Troy, until at last, under more
favorable conditions, the journey could again be ventured.

Who will doubt that thisharbor, already on these grounds
alone, took onaspecial significance, and that Troy understood
how to make use of this?

Just as the various treasure finds from the Troy |1 period,
which extends from 2600 to 2400 B.C., so also the early use
of potter’swheels and the early bronze productions, point to
far-reaching trade relations which had already been fostered
by the time of this maritime culture. The potter’ s wheel was
known to have been invented in Mesopotamia; and the pro-
duction of bronze requirestin, which had to beimported from
Central Asiaor Bohemia. Amber came from the Baltic Sea,
scarceiron from the eastern and southern reaches of the Black
Sea, textiles and carnelian from the Caucasus, and even lapis
lazuli from Afghanistan. Later, when the land-bridge from
Mesopotamia to the Black Sea was blocked (around 1700
B.C.), and Black Seatrade was carried out on this sea lane,
the city of Troy was able to develop rapidly and eventually
develop ahigh culture, which lasted for 450 years.
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Theway the layered cities of Troy,
built on top of one another, look to the
excavatorstoday: Here, strata from
Troy I, 111, and IV areindicated.

A Sign of Writing Emerges

In 1995 thefirst writing finally surfaced in Troy: around,
bi-convex bronze seal, furnished on both sides with Bronze
Agecharacters. Itisonly 2.5 centimeterswideand 1 centime-
ter thick, bored through in the middle; a so-called Anatolian
whesl seal, both sides of which could beusedin practice. The
inscription on one side says that its owner occupied the high
caling of a scribe; and the other side was used by his wife.
Thecharacterswere, contrary to some expectations, unequiv-
ocally not Linear B, but rather Hittite—a script which has
only been deciphered in the most recent years. While Hittite
cuneiform writing has been read since 1917, Hittite hiero-
glyphic (or Luwian) writing was only fully deciphered in
1997.

The seal found in Troy shows cuneiform writing in the
outer ring and hieroglyphic signsin the inner. We will soon
see that this astonishing find speaks in favor of avery long-
|asting connection of Troy to the Hittite Empire.

TheHittites

In 1905, archeologist Hugo Winkler, commissioned and
sent to Bogazkdy, Turkey by the German Oriental Society,
began archeological excavationsthere. Very soon he chanced
uponan extensiveclay tablet archive, which notonly revealed
to him that hewasin the midst of the one-time capital city of
the Hittite Empire, namely, Hattushash (Hatusa), but that he
aso held right in his hands aletter written in Akkadian from
the Egyptian Pharoah Ramses 11 to the Hittite King Hattusili
I1.

This writing reported on the just concluded peace treaty
of 1269 B.C. between Egypt and the Hittite Empire, with
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FIGURE 3
How Troy May Have Looked in Third Millenium
B.C.

C
This computer reconstruction of the layout of Troy Il was done by
the University of Tubingen team excavating at the site since 1988.
The pattern was already seen here, of an upper city (the“ fortress
hill,” or citadel) and a lower city, which at the later time of the
Iliad, had some 7,000 inhabitants and its own surrounding wall
and moat.

which scholars were aready familiar from the hieroglyphic
inscriptions on the walls of the Temple of Karnak.

In the course of the excavations, agood number of addi-
tional such clay tabletswereuncovered, which still werecom-
pletely unreadable, because they werewrittenin the, in 1905,
as-yet undeciphered language of the Hittites. Although this
Indoeuropean language would be deciphered in subsequent
years, nonetheless until the present day only a very few ex-
perts exist who are able to read it; thus, the tablets unearthed
in 1912 till have not been fully evaluated. In spite of this,
and from additional archeological digs, wenow havean abun-
dance of treaty documents, diplomatic correspondence, and
historiographical textsfromtheearliest antiquity of theHittite
Empire—about which we previously knew next to nothing,
but which hasbecome possibleto reconstruct beforeour eyes.
Thanks to these and anumber of other Egyptian sources, we
now arefamiliar with the political geography of western Asia
Minor, and even now know that Troy really is Troy.

Besidesthe political geography, the Hittite source materi-
aslikewise also give us afirst glimpse into the political and
military negotiations of the 13th Century B.C. Of course, at
the present time it were purely speculative to hope to settle
the issues concerning the Trojan War that has come down
to us through Homer. Nonetheless, the presently available
source materials aready do lend themselves to entirely rea-
sonable hopes that thiswill be possible at some future point.
For this reason we can agree somewhat more completely
about the events of the 13th Century B.C. in AsiaMinor.
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The famous palace ramp of Troy |1, asit looks today. At the upper
end, Schliemann found what he called “ Priam’s Treasure.” Later
it was established that the walls and treasure date from Troy |1, in
the third millennium B.C.

OntheTrail of theTrojan War

Since the 14th-13th Centuries B.C., the northwestern-
most part of Asia Minor was called in the Hittite (ak.a., the
Luwian) language, “Wilusa’; or better, the Land of Wilusa.
Prior to thisit was called Assuwa, with a subdivision known
under thenameof Taruwisaor Truwisa. InGreek itwas Troia
(Troy) or Wilios; from which, in later Greek, since the “w”
was no longer pronounced, it devolved to the designations
used by Homer: Troia(Troy) and llios (I1lius).

The Land of Wilusa maintained strong diplomatic rela-
tions to the Grand King of the Hittite Empire. South of the
Land of Wilusalay Arzawa, which, by the 14th Century B.C.,
had advanced to such an important status that from an Egyp-
tianviewpoint, it found itsplacein theranks of the contempo-
rary great powers. Egypt, Babylon, Mitanni (Mittani), and
Hattuashash (Hattusa).

The southern part of the Aegean coast of Asia Minor,
along with the city of Millewanda (Miletus) belonged to the
zone of influence of the land of Ahhijawa (Achaea) with its
seat upon the Greek mainland, whose power center, according
to the newest discoveries, was located in Thebes.

As the Hittite King Mursili |1 (1318-1290 B.C.) per-
ceived himself increasingly threatened by the expansion
drive of Arzawa, he undertook a large-scale military cam-
paign, which first led to the destruction of Millawanda (Mile-
tus), then to the conquest of Abasa (Ephesus), and finaly
to the division of the Land of Arzawa into Mira, Seha, and
Hallaba. The king of Ahhijawa took flight to islands (off
the mainland).

Of course, it was fixed within the intentions of the Hittite
central power in Hattushash, to secure its power within the
conquered regions through the kings it had installed there.
Power struggles within the old Arzawan families, as well
as further unfolding of the drive for territorial expansion of
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Ahhijawa, caused concernsfor thefuture of military ventures
all theway up to the Northern (Black Sea) coastal regions of
AsiaMinor. In correspondence, the Arzawan Prince Pijamar-
andu was described as particularly aggressive, probably also
on account of the fact that he was assured of the support of
Ahhijawa. Sincefinally he a so threatened the northern Land
of Wilusa, the Hittites had to come to the aid of the ruler
there, Alaksandu.

These military interventions of the Hittites, to the advan-
tage of Alaksandu in Wilusa (circa 1290 to 1272 B.C.), ulti-
mately led to its annexation into the Hittite Empire.

From the unearthed clay tablets, extensive sections of the
treaty by which King Alaksandu submitted his country to
the status of vassalage to the Grand King Muwaettalli 1l of
Hatushash, can be examined. Within the detailed formula-
tions of thistreaty, indeed, were demanded immediate infor-

mation in connection with insurrections in preparation; the
supplying of troops and war-chariots in case of athreat; and
thesurrender of fugitives, thoughnointernal political interfer-
ence or economic tribute payment are laid down. At the end
of thistreaty, for whose affirmation all the gods of the Land
of Wilusawereinvoked, thereare named: besidesthethunder-
god of the army and Appaliuna, also the god of the subterra-
nean waterway of the Land of Wilusa.

This remarkable mention of a particular representative
god resident in the “ subterranean waterway of the Land of
Wilusa,” refers to precisely the type of “waterway” discov-
eredin 1998, and discussed by itself. Taken by itself, it would
have already been extraordinary. That this underground wa-
terway, only unearthed in recent years, should have aready
been known to exist there more than three millennia ago, is
certainly of the highest interest.

The Problem of Chronology

Chronology signifies, quite generally, the ordering of his-
torical subjects and occurrences according to time. Since
prehistoric archaeology can only betraced back to written
documentation in a very few cases, the modern methods
of dating unearthed artifacts, based upon modern scientific
discoveriessuch asradiocarbon dating, arevery important.
But these methods were only developed over the past 50
years. Before that, different methods had to be used.

Heinrich Schliemann (1822-91) developed a method,
still valid up to the present day, with which it could be
determined, how to order particular settlements chrono-
logically, onthebasis of thequality of clay and the decora-
tivetechniquesemployed. Heused thismethod in hisexca-
vations at Troy, and it has been employed during all the
digsthere since that time.

The fact that the city of Troy had, for centuries, been
built with clay bricks, led to what was, for archaeologists,
an ideal mound, whose strata could be “read” as though
leafing through abook. Unlikewith stone or wooden struc-
tures, men did not use the construction material again and
again, but simply smoothed down the remainder of the
dilapidated sun-dried brick houses from one settlement,
and built the new structures on top.

Based upon those centuries of stratified ruins, a chro-
nological system was developed by Schliemann and his
contemporary researchers, which became areference sys-
tem for al Europe. Since the Bronze Age was an age of
dynamic trade and exchange, all possible objects dug up
at al possible sitesthroughout Europe were dated with the

help of this chronological system.

In our age, of course, it was shown that these compara-
tive methods led to such uncertainties that sometimes dif-
ferences of up to 1,000 years crop up, which presented
prehistoric archaeology with great problems.

TheThirteen Citiesat Troy

Manfred Korfmann’s objective, in addition to solving
the issue of a lower city, was to come to grips with that
problem. Thedevel opment of new natural-scientificdating
procedures for historical material, opened up entirely new
possibilities. We name here the carbon-14 method; the
measurement of thermoluminescence; the tree-ring meth-
od or dendrochronology; there are many more. With the
help of old and new methods, the strata of Troy became
completely detemined, such that today we have a funda-
mentally improved reference system.

Thirteen distinct levels (ages) of settlement have now
beenidentified at Troy, from Troy |—the oldest, and deep-
est remains. Troy VI-VII comprise the city of Troy of
the Trojan War about which Homer sang. The following
chronology applies:

Troy |: 3000 to 2600 B.C.

Troy Il: 2600 to 2400 B.C. The Maritime Culture
of Troy.

Troy I11-V: 2400t0 1700 B.C. The Anatolian Culture
of Troy.

Troy VI-VII: 1700-1200 B.C. The High Period of
Trojan Culture.

TroyVIII: 700-85B.C. Homer' stime, totheHellenis-
tic Settlements.

The remaining top strata are from Roman, Byzantine,
and Ottoman settlements.

—Andrea Andromidas
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FIGURE 4
The South Gate of Homer’s Troy

A computer reconstruction of Troy VI, showing the south gate,
which is called the Skéda Gate in Homer’ s song. From the tower of
this gate, one had a view across the open plains of the Skamander
River, the plains on which Homer told of the ten years’ battles
taking place.

ThelL atest From the Resear ch on Homer

In the second book (canto) of the lliad we immediately
encounter the so-called ship catalog which enumeratesall 29
of the ship contingentsthat participated asunitsin the Trojan
military campaign. Theenumeration always proceedsaccord-
ing to the same pattern: First of al, the region is designated,
and then the various locales which dispatched the combat
units, with their champions, are enumerated. Then follows
the name of the commander. Thereafter the number of ships
isnamed and their respective troop strengths.

Altogether there were 1,086 ships with something like
100,000 mentaking part. From thenumber of ship contingents
alone, one can deduce something like a map of that period.
Now, what is really remarkable indeed, is that nearly one-
quarter of the places named in Homer’ s catalog could not—
for the Greeks of the Eighth Century B.C., and thus of the
time of Homer—be pin-pointed geographically, because
there were no longer any settlements evident at those places.
For this, there are two different possible explanations: Either
Homer had invented these places, or, the designated names
stemmed from an earlier epoch. What makes this actually
even morefascinating, wasthat not asingleindividual locality
onthe coast of AsiaMinor isnamed in the ship catalog, even
though thisregion had long been colonized and settled by the
Greeks of Homer’ sday and age.

Besides the sometimes strong tendency to consign such
difficultiessimply to the whims of poeticimprovisation, nev-
erthel essthere are also always some, even among the experts,
who argue that the ship catal og derivesfrom the period of the
Mycenaean high culture from the 15th Century B.C.
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How the excavation of the same Skaa Gate |ooks today. The main
road leading up to the palace can be seen, and on the left, the
foundation of the south tower.

One fundamental consideration leading in this direction
was the following: Who really was able to actually carry out
such an enormous enterprise: to launch aflanking offensive
of 1,086 ships from 29 regions? Who was in the position to
unify the population of nearly the entirety of Greece for a
common military objective? For the time after the coll apse of
the Mycenaean pal ace cultures, the age of the so-called “ dark
centuries’ between 1200 and 800 B.C., not asingle such great
enterpriseis conceivable. But even afterwards, at the time of
Homer, one can certainly demonstrate individual coloniza-
tion voyages, but not invasion expeditions.

In contrast to this, the time of Mycenaean high culturein
the 15th Century B.C. was entirely different. At that time,
Ahhijawa (Achaea) was itself an acknowledged great power
throughout theMediterranean, and wasvery muchintheposi-
tion to carry out such amajor undertaking itself. Finally they
had already conquered the influential Crete, whose fleet they
had thereafter excluded from the southern Mediterranean.

An expeditionary invasion force of this magnitude was
thus only conceivablefor this period.

A further indication in favor of the transmission from
distant past ages, is given by the ship catalog itself, which
conforms in its manner of enumeration entirely to that of
the Mycenaean registry practices. All heretofore-discovered
Linear B tablets exhibit this bureaucratic official language,
whichisalso presented to usin all the detailed records which
giveinformation about crop yields, livestock herd sizes, lists
of personsin genealogies, lists of deaths, etc. On thisaccount
it is conceivable that the lists of all the troop deployments
of al the Greek warship contingents belonged to the very
beginning of the Trojan War history; were recorded innumer-
able times in the most varied poetic cantos; and in this way
passed down into the lliad aswell.

Thus, alot of thingsalready spokeinfavor of theideathat
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In the foreground is what remains of the huge citadel wall of Troy
VI; behind it, therising wall of what is called the palace house. It
was a two-story house with a very large foundation of stone topped
with several meters of sun-dried brick.

Homer’s catalog of ships stems from the Mycenaean epoch.
Then, in November 1995, a wonderful discovery was made,
which corroborated this hypothesis. During construction
work carried out in the center of the city of present-day
Thebes, thethird-largest Linear B tabletsdiscovery yet found
in Greece, wasdiscovered: 250tablets, which originated from
apalacearchiveof Cadmus. Among the many tabul ated place
namesintheThebesof that time, it wasfound that three places
named in the ship catalog of the lliad, were now also named
inalist of troop enrolImentsof the Boeotians; and wereamong
those that had been completely unidentified up until then:
Eleon, Peteon, and Hyle.

From thesetabletsthelocation of Eutresisalsowasfound,
about which precise information was aready known from
archeological digs: namely, that it existed between 1300 and
1200 B.C., after which it had been completely destroyed and
was not to be resettled until 600 B.C.

This discovery beautifully confirmed that these place
namesinthelliad werein no way merely invented, but rather
belonged to Mycenaean times and to the domains of Theban
noblemen, which even more evidences Thebes to have been
the center of power at that time.

Hexameter

Of coursethe question is now posed: How could the Tro-
jan War's history, if it did actualy originate in Mycenaean
times, have been transmitted across so many centuries, and
especially through the “dark centuries,” al the way down to
the time of Homer? For a long time this was thought to be
inconceivable. More recent investigations in the science of
philology, about which we cannot meaningfully digress at
this point, show, however, that this were possible through
the use of the hexameter poetic verse as a special method of
tradition-transmission of the Greeks.
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The* Schliemann ditch.” Having found the location of Troy with
thelliad in his hand, Schliemann was convinced that he would
have to dig down to the bedrock to find Homer’ s Troy. What he
found instead, was the more-than-1,000-years earlier Troy I1.
Later, heregretted having damaged and destroyed stratain
between.

The lliad is comprised of 15,693 hexameters, and not a
single verse deviates or breaks out of this rigorously com-
posed poetic meter. This rigor goes so far with Homer that
from time to time, in order to preserve the meter, he aters
the idiom. A long time ago it had been discovered, that to
the basic artistic craftmanship of the ancient bard belonged
awhole series of “standing epithets’ (stock expressions or
bywords) which he used, and which had been passed down
over generations. Expressions like: “the rosy-fingered
dawn,” “ long-suffering god-like Odysseus,” “ stout-hearted
runner Achilles,” must have been utilized within the living
recitation, with the aid of learned rules of combination, such
that the corresponding poetic metrical conditions were ful-
filled.

The philological research of the last 20 years has now
discovered, that many of these exact standing epithets actu-
aly stem from the 16th Century B.C. It is particularly strik-
ing, that verses of this type, that have been passed down to
us in their Homeric dialect, sound wrong; and that even
through rhythmical changes these anomalies still cannot be
eliminated. At first, it was assumed that from time to time
an error may have crept into Homer. Later, however, after
the study of the Linear B texts was sufficiently advanced,
the same word-sounds were translated into the Greek of the
16th Century B.C.; and, lo and behold, the verse sounded
perfect!

This example also shows that the transmission-tradition
among the Greeks reaches back to the Mycenaean period.

From this new knowledge which we have acquired from
archeological digs, from research into the Hittite Empire, and
from Homeric research, we must draw the conclusion that
Homer has again emerged, to challenge us.
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Bush'’s State of the Union:
Army Marching Into a Swamp

by Carl Osgood

President George Bush, rather than dealing with the 800-
pound economic gorillasitting infront of him, was advised to
concentrate his Jan. 29 State of the Union address on foreign
policy confrontation, and to downplay the financial and eco-
nomic collapse. The speech dwelled entirely on the war on
terrorism, homeland security, and “jobs.” Polls are telling
Bush that because of the war on terrorism, his popularity is
sky high, but heis vulnerable on the economy and the Enron
scandal, where polls also suggest that many people believe
that the White Houseishiding something. The President hasa
“Watergate” vulnerability on Enron, which some Democrats
want to use. His strategy seems to be to deny the economic
reality with talk of military strength and war.

The new “Bush doctrine” will create problemsin Russia,
China, and acrossAsia. Itsmilitary folly projectswarsworld-
wide, which other nations should support because the United
States is waging them. Its economic folly is that there is no
way to pay for these wars.

The President extolled the accomplishments of U.S. mili-
tary operations in Afghanistan and “elsewhere,” including
the Philippines. He praised Pakistan for being among those
nations that are acting “forcefully” against terrorism, and
threatened those that are “timid.” He named North Korea,
Iran, and Irag as constituting an “axis of evil, . .. arming to
threaten the peace of theworld” by seeking to acquire weap-
ons of mass destruction.

Bush's confrontational stanceisto be backed up by what
he described as the largest defense budget increase in 20
years: $48 hillion, a 15% increase, for fiscal year 2003. Of
that amount, $38billionisan outright hike, withtheremaining
$10 billion to be held in reserve for overseas military opera-
tions. The total FY 2003 defense budget, not including the
reserve, will be $379 billion, the largest in history and
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dwarfing that of any other country.

Alongside the war on terrorism, is what President Bush
described as a “sustained strategy” for homeland security,
focussed on countering bioterrorism, providing emergency
response capabilities, improved airport and border security,
andimproved intelligence. That strategy callsfor another $38
billion budget, including $11 billion for border security.

With Federal and state tax revenues both having fallen
rapidly all year, the President was whistling past the grave-
yard: “Our budget will run a deficit that will be small and
short term so long as Congress restrains spending and actsin
afiscally responsible way.”

A Method to Greenspan’s M adness

A clear sign of thislooming budget blow-out isthe recent
turnaround in the outlook of Federal Reserve Chairman Alan
Greenspan, who addressed the Senate Banking Committee
one day after budget deficit estimateswere given by the Con-
gressional Budget Office. After remarksthat wereinterpreted
by the financial markets as “pessimistic” a couple of weeks
before, Greenspantoldthecommittee, “ Therehavebeensigns
recently that some forces that have been restraining the econ-
omy over thepast year arestartingtodiminishandthat activity
isbeginning to firm.” Greenspan waxed optimistic regarding
the budget picture.

OneCity of London sourcetold EIRthat “there' scertainly
method to [ Greenspan’ s] madness.” He suggested that Green-
span is urgently trying to talk up both the bond and equity
markets. His talk of economic recovery is to keep the bond
market from sinking, and he must support the $48 hillion
increase in defense spending. “To do that,” he said, “would
require running a huge government deficit. That's why the
bond market is so important, to provide the inflow for this.”
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President Bush has been moved away from the partnership with President
Putin, established at their Crawford ranch meetings: Administration policy has
been swung toward military confrontations, driven by electoral polls, and the

economic crisisand the desireto deny it.

Interest rate increases may be necessary. This source sug-
gested that the reason for the meeting Bush had with Green-
span, on Jan. 7, “may well have been, how Greenspan had to
tailor hisverbiage, to meet the administration’s needs.”

Relegated to third on the list of priorities in President
Bush’s State of the Union, was the domestic economy. Bush
summed up his economic security plan in one word, “jobs.”
However, all Bush proposed wasthe usual mish-mash of ideo-
logical nostrums, including another tax cut; the GOP's (En-
ron-crafted) energy plan, passed by the House last year; its
free-trade bill, also passed by the House; and more welfare
reform.

Stimulus M easur es Falter

While Bush called on the Congress to pass an economic
stimulus hill, Greenspan’s remarks to the Senate Banking
Committee seem to have dampened enthusiasm for such mea-
sures. In responseto adirect question from Sen. Chuck Hagel
(R-Neb.) on a so-called economic stimulus, Greenspan de-
clared, “Fortunately, it turned out that we didn’t need that
particular insurance” for the economy.

While Senate M gjority Leader Tom Daschle(D-S.D.) did
bring a minimalist sort of hill to the Senate floor for debate
that day, the debate this time has been lackluster. Daschle’s
stated intent was to “move the process’ by bringing up abill
that had only components that both sides had already agreed
on, and leave it open for the amendment process. With the
Senate’ s light schedule following the State of the Union ad-
dress, further action is not expected on the bill for at least
aweek.
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The Democrats' response to Bush’'s speech,
delivered by House Minority Leader Richard
Gephardt (D-Mo.), was to call for a similar, if
more politically liberal mish-mash of measures.
These include raising the minimum wage, creat-
ing a “universal pension system,” and Demo-
cratic “values,” such as helping the unemployed
and making sure senior citizens don’'t have to
choosebetween putting food on thetableand pay-
ing for their medicines. Gephardt also took a
swipe at Bush's proposal to add personal retire-
ment accounts to Social Security, saying, “Our
valuescall for protecting Social Security, and not
gambling it away onthe stock market.” Gephardt
aso called for the passage of campaign finance
reform, with a not-so-veiled reference to the En-
ron scandal. “If the nation’s largest bankruptcy
coupled with a clear example of paid political
influenceisn’t a prime case for reform,” he said,
“l don't know what is.” Otherwise, Gephardt
fully endorsed Bush’' swar on terrorism.

An Obvious Catastrophe

LaRouche summarized the impact of Bush’s
speech as an obvious catastrophe. By singling out North
Koreg, Irag, and Iran, the United States will create problems
for Russia and China. South Korean President Kim Dae-
jung has aready reacted with dismay, telling his cabinet on
Jan. 30 that “our economic future depends on North-South
relations.” Attacking Iraq would be ironical, because the
Iragi National Congress, the L onson-based hodge-podge of
a political opposition, cannot even pass an audit, much less
prepare itself for military action. An attack on Iran will
have the effect of weakening the Khatami government and
strengthening the ultra-conservative Islamist opposition,
who aready view the United States as “the Great Satan.”
Asfor the Russians, they will make the connections linking
Bush's speech, with their finding that Russian “oligarch”
Boris Berezovsky is supporting the Chechen uprising, with
Carter National Security Adviser Zbigniew Brzezinski’'s
sponsorship of the Chechen rebels. Brzezinski and his“ clash
of civilizations’” faction are pushing the Russians to react
quickly, and they may very well mobilize a big patriotic
rally, and it would be a big mistake for Bush to push them
in that direction.

Already oneyear ago, LaRouche accurately described the
nature of the incoming Bush Administration. He said, during
aJan. 20, 2001 interview on Philippinesradio, that “the policy
behind what the new government ostensibly represents, isthe
specter of apoor army marching into aquicksand swamp . . .
it may havevery clear intentions; it may be the most powerful
army inthat location; but what isit goingto doinaquicksand
swamp? The quicksand swamp is the collapse of the world
financial, monetary, and trade system.”
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Ominous Turn in Bush
Administration Policy

by Jonathan Tennenbaum

A “doomsday” mood, like that which dictated Warsaw Pact
“blitzkrieg” planning in the 1980s,! has evidently seized a
“hard core” among the Anglo-American financia interests,
the backers of Samuel Huntington, Paul Wolfowitz, Henry
Kissinger, and Zbigniew Brzezinski. Faced with the acceler-
ating disintegration of their entire system—as symptomized
by the latest, unprecedented wave of mega-bankruptcies, de-
faults, and corporate scandalsin Wall Street and el sewhere—
they are preparing to plunge the planet into what could be-
come decades of generalized clash of civilizations warfare
and chaos.

This is the background to President George Bush's Jan.
29 message to Congress, to the declared intention to launch a
massive U.S. military buildup; the declared targetting of Irag,
Iran, and North K orea; and thedisastrousforeign-policy shifts
by the Administration in recent weeks. Meanwhile, Hunting-
ton and other spokesmen for what Lyndon LaRouche has
called the policies behind the Sept. 11 military coup attempt,
have stepped forward in unprecedented fashion, to proclaim
the establishment of anew, Anglo-American “world empire”
asthe goal of the “war against terrorism.”

Viewed by therest of theworld, thetone of triumphalism
bringsup memoriesof thelate Erich Honecker, reviewing the
pompous East German military parade on the 40th anniver-
sary of the G.D.R.—just weeks before the collapse of his
communist SED regime and the fall of the Berlin Wall!
Hence, LaRouche's recent, thought-provoking question: “Is
George Bush the Erich Honecker of 20027’ While apparently
rising toward the pinnacle of undisputed world power, Hun-
tington’s Anglo-American empire is in reality hopelessly
overextended.

It isfantasy to imagine that the collapsing U.S. economy
couldberevived by evenagiganticincreasein military spend-

1.1n 1992 the German Defense Ministry compl eted adetail ed study of 52,000
internal documentsrecovered from former East Germany, related to Warsaw
Pact military planning and preparedness. A summary of the resultswas pub-
lished. The documents revealed an exclusively offensive orientation of pre-
collapse Warsaw Pact military planning. Thecoreof theplanningwasprojec-
tion of amassivemilitary thrust into Western Europe, the capture of Denmark
and the Northern German state of Schleswig-Holstein within the first three
days, and rapid penetration toward France. The use of low-yield nuclear
weapons was an essential feature.

The documents showed that those, such as Lyndon LaRouche and EIR,
who insisted that the Warsaw Pact offensive threat was increasing as the
Comecon economies approached disintegration, had been correct.
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ing. Apart from the ongoing financial collapse, the productive
base of today’ sU.S. economy isemphatically not what it was
at the beginning of World War I1, nor eveninthe 1960s at the
time of the Vietnam War. The present, deindustrialized and
downsized U.S. economy has no significant reserves of pro-
ductive capacities that could be mobilized. Furthermore, the
effects of decades of “dumbing-down” of the population
through mass-media “entertainment” and other means, has
left the nation with adepl eted |abor force, of which the major
portionwould beunableto operatemodernindustrial technol -
ogy, without extensive education and avirtual cultural renais-
sance. Thus, the United States—especially under its present
leadership—could never sustain the kind of economic and
social strain which the intended military mobilization would
placeit under.

Ominous Signs

Theanalogy withthe 1980s’ collapsing Soviet Union and
its “doomsday” military doctrine, is thus by no means far-
fetched. The economic weakness of the United States consti-
tutes a mgjor factor driving the dangerous, “flight-forward”
mood of the cabal behind Huntington, Brzezinski, et a., and
their desire to rely on a dangerous combination of threats,
bluff, destabilization, and actual military force.

Among the most important features of the recent weeks
shift of the Bush Administration:

» The largest increase in the Defense budget in two de-
cades, with the evident intention to carry out a substantial
military buildup. U.S. military doctrine is evidently being
revamped toward the potential use of new, “precision” nu-
clear warheadsin tactical battlefield and anti-missile defense
applications, aspart of a“New Triad” consisting of: a) offen-
sive nuclear weapons; b) so-called “active defense,” or pre-
emptive strikes worldwide; and c) expanded military infra-
structure around the world and in space. At the sametime, a
major effort to militarizethe United Statesitself, assymptom-
ized by the doubling of financing for the paramilitary “Home-
land Defense” and the unprecedented plan to set up a special
military command for U.S. domestic territory.

» The virtual declaration of war, in Bush’s Jan. 29 ad-
dress, against Irag, Iran, and North Korea, with additional
threats directed toward the Philippines and other sovereign
nations. This is intended—whether Bush understood this
himself or not—to provoke the maximum possible counterre-
actionsfrom those countries, destabilizing the corresponding
regions. Thisincludes, not least of all, apotentially disastrous
blow to South Korea and to the stability of the entire East
Asiaregion, including China.

» The abrupt abandonment of any pretense to seeking a
just settlement in the Middle East, while instead giving the
green light to the push by Sharon and the Israeli Defense
Forces(IDF),togoaheadwiththeir plansfor a“final solution”
against Y asser Arafat and thePalestinians. This, even asproof
has surfaced in the Isragli press itself, that leading Isragli
military officersare explicitly conscious of the similarity be-
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tween their modus operandi in the Palestinian areas, and the
German Nazis' destruction of the Warsaw Ghetto.

e The evident intention to drop the “strategic partner-
ship” with Russia, of the sort that Putin and Bush began to
develop in the wake of Sept. 11. The deliberate undermining
of that partnership is prima facie evidence for adeadly influ-
enceof thecoup-plotterswithin current administration policy.
The new crisisin U.S.-Russian relationsinvolves an array of
elements. These have been emphasized, in discussions with
EIR, by anumber of well-informed Russian observers.

Betraying the U.S.-Russia Partner ship?

Thenew U.S. “hardling” in strategic arms negotiationsis
linked to U.S. intentionsto drastically upgrade the effective-
nessof theprojected antiballistic-missile(ABM) defensesys-
tem. Thiswould be involve equipping ABM interceptor mis-
siles with low-yield nuclear devices. If this were done
together with the planned, drastic reduction of nuclear offen-
sive arsenal's on both sides, the United States could theoreti-
caly launch afirst strike, destroying 80% of Russian offen-
sive missiles on the ground, and then destroying the small
Russian retaliatory strike by nuclear-tipped interceptors and
other means.

Addtothis, the sudden American insistence on not elimi-
nating, but merely storing, the U.S. nuclear warheads pro-
posed to be taken out of service. The Russian reaction, isto
ask why—if the United States and Russia are supposed to be
friends, and the probability of a U.S.-Russian nuclear con-
frontation practically zero—is the United States moving to-
ward afirst-strike capability?

Secondly, recent meetings of Chechen separatist emissar-
ieswith U.S. State Department officials, organized and pub-
licly flaunted by Brzezinski personally, are seen from the
Russian sideascontrary to explicit or implicit understandings
between Putin and Bush. At the sametime, Russian observers
point to the evident protection given to Russian “oligarch”
Boris Berezovsky—recently accused by the head of the Rus-
sian FSB of having directly financed the Chechen rebels—by
U.S. and British intelligence. Berezovsky, from his London
base, has repeatedly and openly threatened Putin.

There is evidence of preparation for along-term basing
of American military forcesin Central Asia, despite official
U.S. deniads. And Russian sources cite indications in recent
World Bank documents, of a drive to push down world oil
pricesto as low as $12 abarrel. Thiswould create a disaster
for Russia sfinancial situation.

All of thistogether meansnot only acrisisinU.S.-Russian
relations, but also a great weakening of Russian President
Putin himself, who took amajor strategic risk in attempting
toforgethepartnershipwith Bushinthefirst place. Asaresult,
thereisagrowing view in Russia, that Putin, in attempting to
maintain the partnership with the Unied States, “is selling
Russiadown theriver, just as Gorbachov did.” A destabiliza-
tionof Putin’ sPresidency isitself anincluded goal of Brzezin-
ski and his backers.
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LaRouche’s Advice to
Black Elected Officials

During his Jan. 24 webcast, U.S. Presidential pre-candidate
Lyndon LaRouche answered a question by a member of the
Congressional Black Caucus.

Q: Mr. LaRouche, what would you say, is the appropriate
course of action for African-American elected officias, in
speaking out against the clash of civilizations, aswell asthe
increasing abandonment of any commitment to the principle
of the General Welfare, without appearing to be soft on the
question of terrorism?

LaRouche: Well, see, thisis atypical problem. Wejust
have celebrated, presumably—those of uswho arein aposi-
tion to do so—just celebrated the anniversary of Rev. Martin
Luther King.

Now, what happened, isthat, when Martin died, the Civil
Rights movement almost died. The veterans existed; but the
Civil Rightsmovement existed asan organi zation of veterans
of the Civil Rights struggle. Other issues took over. Why?
Because the leaders around King, were not like King: King
was really a Christian! You have a lot of preachers in this
country, but not so many real Christians. King believed in
mankind. He believed, as he said in the speech on the moun-
tain top—the question of the mountain top. He believed, that
he had to put hislife on theline, for the sake of a purpose for
humanity, andthat the African-Americanleader must struggle
for humanity, not so-called “black interests’ first. Because,
whenyou strugglefor humanity, you becomearepresentative
of humanity, and you have the power of being a spokesman
for humanity. Not of special interests. And, when you come
froman oppressed group, and you represent all humanity, you
aremorepowerful than otherwise. Becauseyou are capabl e of
rising abovethelittleness, the piggishness, which most people
have about the idea of self-interest.

King hadthat! King united andinspired people, withlove,
inhispolicy, hisworks. Thosewho tried to succeed him could
not do that: They were too selfish; they were too small, in
their minds. They were too concerned about thingsthat were
small—that King kept them from spoiling the job, while he
was still there. He would bring them to a higher level. And,
therewereafew people around King, who represented that—
asmy friend, AmeliaBoynton Robinson, says: Thekey to the
Civil Rights movement, in its hardest strugglesin the South,
were some of the have-nots. The people who thought they
had something, thought their interest was in what they had.
The have-notsthought their interest wasin what nobody had:
real freedom. A decent society. And, they fought. And the
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peoplewho wouldn't fight for Civil Rights, were
thepeoplewhodidn’twant to put at risk what they
thought wastheir special interest. And, that’ sthe
key to this problem.

The problem with the Congressional Black
Caucus—it comes under tremendous pressure,
from an African-American community which is
morally demoralized. It does not believe in what
Martin Luther King represented; it's very nice
that they celebrate his memory, once ayear. But
they do not believe in what he represented, in
point of fact, as | know it! And as other people
know it! And, African-American |eaders of con-
science know that. They know that’ strue.

And, sometimes, | feel like the real African-
American leader. Why? Because | believe in
what King believed in. That’s the way you have
to be. And, if you're that, you represent every-
body! You care about everybody! You care
about what isin our common interest. And, the
most beautiful thing, is to have someone who
comes from a stratum which is oppressed, who
stands up, and says, “Well, I'm oppressed. |
know about oppression: I'm one of the op-
pressed. I'm not the most oppressed, but I'm
one of the oppressed. And, | constantly have to watch out
that 1I’'m going to be victimized, because there are racists
around, who hate us. But, I’'m not going to play that game.
I’'m not going to wear that bag. I’'m going to be a leader!
And, then people will have to respect what | am! And they
will have to respect the people, from whom | come; because
I'm that kind of leader.”

I mean, one of the greatest things that happened with
King, was King himself. King was the movement. Now,
every great leader of atrue social movement, hasthat charac-
ter. They become the personification of the movement. And
the love and respect that they evoke, inspires people; and
the movement succeeds. Think of Johnson. Think of Johnson
in 1964, with the Civil Rights Act, including the Voting
Rights Act—which the Democratic Party crushed! And,
some African-American Black Caucus leaders went along
with that! Tolerated it! How did that happen? How did
Johnson, President Johnson (he was not the worst guy in
the world), but how did Johnson come to that hard decision,
not only for the Civil Rights Act, but for the Voting Rights
Act?How did he cometo that decision, that year? For which
he was bitterly hated! And which denied him the chance of
being reelected President—if truth be known. Because King
inspired love. King represented the best quality of the Ameri-
can, and a President had to recognize, that someone who
could take oppressed Americans, and lead them, the way
King had done, and inspire others—you can’'t deny that,
because that’s like denying everything good in yourself. So,
that’s the difference.
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“King wasreally a Christian! King believed in mankind,” said LaRouche. “ He
believed, that he had to put hislife on theline, for the sake of a purpose for
humanity, and that the African-American leader must struggle for humanity, not
so-called ‘black interests’ first.”

Don’t Be Small-Minded!

Y ou know, I’ ve had my fight with the Black Caucus peo-
ple, onjust thisissue. I’ ve had fights again, with Civil Rights
organizations, repeatedly, on thisissue. Don’t become small-
minded! Look at the world: Look at what's happening in
Indonesia; look at what’ shappening, all over theworld. Don't
tell me how bad your problemsare. | know how bad they are,
better than you, perhaps, becausel’ man economist. Let’ stalk
about what we have to do to changeit. And to build the kind
of system, in which this oppression no longer exists. And,
above all, to build the kind of society, in which people love
one another, in which thiskind of thing doesn’t go on. And,
that’ swhere the problem lies.

And you guys, in the Caucus, you've got to come up to
that level! Y ou’ ve got to think about King, with tearsin your
eyes, and say, “Have we lived up to that standard?’ And, do
we turn to the people who tell us we're their leaders; do we
turn to those people, and say, “You want to lose? Play the
gameof ‘my litttlecommunity’ and ‘ my little special interest.’
Be the kind of guy, who says, ‘1 don't want freedom: | just
want reparations!” And you lose!” And that’ s how the losses
have occurred.

So, I’'m tough on African-American leaders for that rea-
son. Because, what King gave us, like Frederick Douglass,
earlier—inadifferent way, but asimilar way: What they gave
to the United States, by their courage, by their accomplish-
ment, brought us closer to becoming our true selves, than we,
as anation, could have become otherwise. We've just got to
stick to that program.
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Congressional Closeup by carl Osgood

Aviation Security

Still Faces Challenges

On Jan. 23, the House Aviation Sub-
committeehelditsfirst oversight hear-
ing since the passage of the Transpor-
tation Security Act late last year.
While much work has been done to-
ward making airline travel safer since
the Sept. 11 attacks, the Transporta-
tion Department and the airlineindus-
try till have alot of challenges ahead
of them. Integrating explosive detec-
tion equipment into airport terminal
operationsand extending positive pas-
senger-bag match to connecting
flights, are two problems that remain
to be solved.

Subcommittee Chairman John
Mica (R-Fla)) reported that it is evi-
dent from atour of European airports
that he and Rep. Peter Defazio (R-
Ore.) took during the Winter recess,
that “integrating explosive detection
equipment [for screening baggage]
into the airport environment will be
much more difficult and much more
expensive than many peoplerealize.”

In response, Transportation De-
partment Inspector General Kenneth
R. Mead reported that because of the
difficulties with baggage screening,
the number of employees that the de-
partment will haveto hirewill bemore
than 40,000, well above the original
estimate of 30,000. He said the pri-
mary driver will be the explosive de-
tection machines, because “if the ma-
chinealarms. . . you're going to have
to have somebody take the bag off the
machine.” Mead couldn’t give precise
figures for the cost, other than to say,
“It'salot.”

James Oberstar (D-Minn.), the
ranking member on the full Transpor-
tation Committee, expressed concern
that legidationthat “ wasavery target-
ted specificlist of actions” isnot being
fully implemented by the Bush Ad-
ministration. He noted that there’ still
no requirement for a positive passen-
ger-baggage match for a connecting

flight, which Oberstar insisted could
stop even asuicidebomber. Undersec-
retary for Transportation Security
John MaGaw admitted that the match
was not being done for connecting
flights, because it wastoo much to un-
dertake both that, and matching for
originating flights, at the same time.
Oberstar called thisfailurethe* Achil-
les' hedl” of aviation security, and en-
couraged MaGaw to “ vigorously work
on that aspect of security.”

Bush MeetsWith Hill
Leaderson Medicare

On Jan. 28, President George Bush
emerged from a meeting with mem-
bers of Congress and Secretary of
Health and Human Services Tommy
Thompson, and stated, “We need a
comprehensive reform plan that in-
cludes prescription drugsfor every se-
nior.” Bush added that M edicareneeds
to be “relevant for seniors today and
fortomorrow,” butthesystemasit cur-
rently is, isnot.

Twenty minutes later, Thompson,
accompanied by several members of
Congress, fleshed out some of the de-
tailsof Bush’slatest package. He said
that the package includes $190 billion
for Medicare reform, to include pre-
scription drug benefits, and another
$77 billion for states to supplement
Medicaid to provide prescription drug
coverage for that plan. Asfor the dif-
ficulty of getting anything done in an
election year, Thompson said, “We
havetodoitwhenwecandoit. It needs
to bedone now, and weshould address
it as soon as possible.”

Sen. Charles Grassey (R-lowa),
one of the participantsin the meeting,
said that Congress can move forward
on Medicare, this year, because, last
year, $300 billion was set aside in the
budget resolution for Medicare re-
form, and then policy was debated for
anentireyear. “So,” hesaid, “we'll be

ableto move ahead now on policy . . .
to get avery good program for seniors
for prescription drugs.”

Other participants in the meeting
included Sens. Olympia Snowe (R-
Me.), Bill Frist (R-Tenn.), OrrinHatch
(R-Utah), and John Breaux (D-La),
and Reps. Billy Tauzin (R-La), Bill
Thomas (R-Cadlif.), and Colin Pe-
terson (D-Minn.).

Campai gn Finance Reform
Petition GainsMajority
On Jan. 24, a discharge petition de-
signed to force campaign finance re-
form legiglation to the House floor ac-
quiredthelast four signaturesrequired
to bring it to 218, amajority of mem-
bers of the House. Under House rules,
when a discharge petition gains 218
signatures, the bill addressed by the
petition must cometo the floor. Marty
Meehan (D-Mass.) and Chris Shays
(R-Conn.), the co-sponsors of the bill,
were jubilant, since the last four sign-
ers signed faster than they expected.
The collapse of Enron, and therelated
revelationsof Enron’ spolitical contri-
butions may haveforced theissue, but
the petition already had morethan 200
signers before Enron’ s collapse.
Thelegidation still facesan uphill
battle, however. Once the bill comes
to the floor, which could be anytime
between February and May, it faces
three substitutes and up to ten amend-
ments, as many by opponents of the
legidation as by supporters. Even if
thebill does passlargely intact, it then
goes to conference with the Senate,
wheresomethink it facesa“real strug-
gle” Rep. Michael Castle (R-Del.), a
supporter of the legidation, said that
theissue of theconferenceis”whether
or not those who would not want cam-
paign finance reform are going to be
able to scuttle it by some procedural
trick or substantive vote or whatever it
may be, so it does not take place.”
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Editorial

Dangerous Nonsense on Enron

Now that the Rev. Jesse “Chicken Wing” Jackson has utilities ofthe 1920s. Or, they agreed to allow the gnergy
gone to bat for the poor, disinherited Enron employ-regulation laws not to be enforced in the cases of Enrpn
ees—he is, after all, the author Bfoney, and in late  and other energy pirates, so that they could violate tHem
years a great defender of Wall Street’'s huddledand tear up the nation’s regulated energy grid. Derivia-
masses—all parts of the Republicand Democratic  tives contracts will not power an industrial process,|or
spectrum seem to be poised for a season of politicalurn on the lights in your house. But Senators such fas
lying like Hell about Enron. There are two distinct,and  Phil Gramm (Tex.) on the Republican side, and equally,
dangerous, layers to the cover-up which is under way.Joe Lieberman (Conn.) and others on the Democfat

First, the crucial matter of economic policy. side, fought to bring on this disaster, by exempting En-
Political campaigners who either supported theron and other financial pirates from the regulatory lawjs.
1996 “Welfare Reform” legislation, or have chosen to LaRouche, in 2000 and 2001, demanded and|politi-

ignore that reform’s disastrous effects on hundreds o€ally organized for energy and industriairegulation
thousands of low-wage workers laid off in the ongoing  to prevent mass bankruptcies; and he called for the
economic shutdown—to cite only one example—havebankrupting of Enron and the other pirates, as a natiopal
now suddenly become politically passionate about the ~ menace to be removed.
abused Enron employees. These employees work for Now, there is no sane conclusion for the leaders [of
one ofthe setof energy corporationswhichtheyknew—  Congress to draw, but that they were wrong, LaRouche
which everyone knew—was carrying out a morally andwas right; and ram through energy re-regulation immg-
economically radical overturn in the productive system  diately, before the depression worsens further.
of this country, and looting other parts of the economy  Theirposturing over Enron asifitwere “anaccoun
by charging outrageously high energy prices and in  ing scandal”is a cover-up for their refusal to admijt they
other ways. Most of them were tempted to cash in onwere wrong, and to take that immediately necessary
this, through the skyrocketting of Enron’s stock price.  action. Both the Republicans and many Democrats are
Thinking they were getting unexpectedly, selfishly rich, still up to the ears in the financial filth of the speculati

they lost their pensions instead. Americans should see  pirates Enron led; their refusal to act now for thprough
the lesson, that “my money, my house, my family” is re-regulation, threatens further disasters for the workgrs

not the basis of morality, knowledge, or economic pol-  and pension-holders they claim to be so con¢erned
icy. But now political campaigners, who for five years about.
failed to take any action to stop the stripping away of The second layer of dangerous cover-up, may bear

health care and hospitals from millions of pooreroneven more serious issues of the policies of the United
Americans, or the consequent shortening of those  States. The tendency of some leading Democrats to sow
Americans’ lives, are taking up Enron as a tear-the seeds of an Enron “Watergate” for President Bugh,
drenched “pension reform” issue for the middle class. is fundamentally dishonest. They are putting forwjard no
The Enron scandal is an urgent national economi@conomic policy alternatives to the President’s failing
policy issue, and nothing else. The political campaign-  economic strategy, but simply trying to wrap it up in a
ers among Congressional Democrats and Republicarsgandal with blackmail potential.
will not touch the obvious truth of the issue, as it was To the extent these Democrats may succeed |n such
made crystal clearin Lyndon LaRouche’s campaign fora corrupt operation, the effect is to provoke a partisgan
the Presidency throughout 1999-2000. They voted for ~ competition in denying and avoiding the issues ¢f eco-
changes to some of the nation’s most important economic collapse, attempting to draw Americans into mi
nomic regulatory laws, which were passed during the itary and imperial adventures. This is the objecfive of
last Depression under President Franklin Delano Roothe clash of civilizations faction of Brzezinski, Kiss
sevelt, precisely to outlaw the looting of the economy  inger, et al.; those behind what LaRouche has|called
by an Enron, as that looting was practiced by the energjthe policies of Sept. 11.”
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SEE LAROUCHE ON CABLE TV

ALABAMA

* BIRMINGHAM—Ch.4
Thursdays—11 pm

* UNIONTOWN—Ch.2
Mon-Fri every 4 hrs.
Sundays—Afternoons

ALASKA

* ANCHORAGE—Ch.44
Thursdays—10:30 pm

* JUNEAU—GCI Ch.2
Wednesdays—10 pm

ARIZONA

* PHOENIX—Ch.98
Fridays—1 pm

* TUCSON—Ch.74
Tuesdays—3 pm

ARKANSAS

* CABOT—Ch.15
Daily—8 pm

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

CALIFORNIA

* ALAMO—Ch.26
2nd Fri.—9 pm

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

* BREA—Ch. 17~

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

* CHATSWORTH
T/W Ch. 27/34
Wed.—5:30 pm

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

* COSTA MESA Ch.61
Mon—6 pm; Wed—3 pm
Thursdays—2 pm

* CULVER CITY
MediaOne Ch. 43
Wednesdays—7 pm

* DANVILLE—Ch.26
2nd Fridays—9 pm

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

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

* HOLLYWOOD
Wednesdays—Ch.3
Jan. 9,16,23,30

« LAFAYETTE
AT&T Ch. 26
2nd Fridays—9 pm

* LAVERNE—Ch. 3
2nd Mondays—8 pm

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

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

* MARTINEZ—Ch.26
2nd Fridays—9 pm

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

* MODESTO—Ch.8
Mondays—2:30 pm

« MORAGA/ORINDA
AT&T-Comcast Ch.26
2nd Fridays—9 pm

« PALOS VERDES
Cox Ch. 33
Saturdays—3 pm

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

* PLEASANT HILL
AT&T Ch. 1/99
2nd Fri—9 pm

« SAN DIEGO Ch.19
Fridays—5 pm

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

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

* TICE VALLEY
AT&T-Comcast Ch.6
2nd Fridays—9 pm

* TUJUNGA—Ch.19
Fridays—5 pm

* VENICE—Ch.43
Wednesdays—7 pm

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

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

COLORADO

+ COLORADO SPRINGS
Adelphia Ch. 4
Tuesdays—8 pm
Thursdays—11 am

* DENVER—Ch.57
Saturdays—1 pm

*EL PASO COUNTY
Adelphia Ch.4
Tuesdays—8 pm
Thursdays—11 am

CONNECTICUT

* CHESHIRE—Ch.15
Wednesdays—10 pm

* GROTON—Ch. 12
Mondays—10 pm

* MANCHESTER Ch.15
Mondays—10 pm

* MIDDLETOWN—Ch.3
Thursdays—5 pm

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

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

DIST. OF COLUMBIA

* WASHINGTON—Ch.5
Alt.Sundays—3:30 pm

FLORIDA

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

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

IDAHO

* MOSCOW—Ch. 11
Mondays—7 pm

ILLINOIS

* CHICAGO—Ch.21
Mon., 2/18: 10 pm

« QUAD CITIES
MediaCom Ch. 6
Mondays—11 pm

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

* SPRINGFIELD Ch.4
Wednesdays—»5:30 pm

INDIANA

* DELAWARE COUNTY
Comcast Ch. 42
Mondays—11 pm

IOWA

« QUAD CITIES
MediaCom Ch. 75
Mondays—11 pm

KENTUCKY

* LATONIA—Ch.21
Mon: 8 pm; Sat: 6 pm

* LOUISVILLE Ch.98
Fridays—2 pm

LOUISIANA

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

MARYLAND

+ ANNE ARUNDEL
Annapolis Ch.20
Milleneum Ch.99
Fri. & Sat.—11 pm

* MONTGOMERY Ch.19
Fridays—7 pm

* P.G.COUNTY Ch.76
Mondays—10:30 pm

MASSACHUSETTS

* AMHERST—Ch. 10"

+ BOSTON—BNN Ch.3
Thursdays—3 pm

* CAMBRIDGE
MediaOne Ch. 10
Mondays—4 pm

* WORCESTER—Ch.13
Wednesdays—3 pm

MICHIGAN

* BATTLE CREEK
ATT Ch. 11
Mondays—4 pm

* CANTON TOWNSHIP
Comcast Ch. 18
Zajak Presents
Mon: 6-8 pm

* DEARBORN HEIGHTS
Comcast Ch. 18
Zajak Presents
Mon: 6-8 pm

* GRAND RAPIDS
GRTV Ch. 25
Fridays—1:30 pm

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

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

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

MINNESOTA

* ANOKA*

QCTV Ch. 15

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

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

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

« FRIDLEY
Time Warner Ch. 5
Fridays—7 pm
Saturdays—8:30 pm

* MINNEAPOLIS
MTM Ch. 67
Saturdays—7 pm

* NEW ULM—Ch.14
Fridays—5 pm

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

* ROSEVILLE
AT&T Ch. 14
Thu—6 pm & Midnite
Fri—6 am & Noon

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

« ST.LOUIS PARK
Paragon Ch. 15
Wed., Thu., Fri.

12 am, 8 am, 4 pm

« STPAUL (city)

SPNN Ch. 15
Saturdays—10 pm

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

« St.PAUL (S&W burbs)
AT&T-Comcast Ch.15
Tue & Fri—8 pm
Wednesdays—10:30 pm

MISSISSIPPI

* MARSHALL COUNTY
Galaxy Ch. 2
Mondays—7 pm

MISSOURI

* ST.LOUIS—Ch.22
Wed.-5 pm; Thu.-Noon

NEBRASKA

* LINCOLN
T/W Ch. 80/99
Citizen Watchdog
Tue.—6 & 7 pm
Wed.—8 & 10 pm

NEVADA

« CARSON—Ch.10
Sun-2:30 pm; Wed-7 pm
Saturdays—3 pm

NEW JERSEY

* HADDON TOWNSHIP*
Comcast Ch. 19

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

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

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

* PLAINSBORO
Comcast Ch. 3*

NEW MEXICO

* ALBUQUERQUE
Jones Ch. 27
Thursdays—10 pm

«LOS ALAMOS
Adelphia Ch. 8
Sundays—7 pm
Mondays—9 pm

* TAOS—Ch.2
Mondays—7 pm

NEW YORK

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

* BROOKHAVEN
(E. Suffolk)
Cablevision Ch.1/99
Wednesdays—9:30 pm

* BROOKLYN—BCAT
Time Warner Ch. 35
Cablevision Ch. 68
Sundays—9 am

* HORSEHEADS—Ch.1
Mon., Fri.—4:30 pm

* HUDSON VALLEY
Cablevision Ch. 62/90
Fridays—5 pm

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

+ IRONDEQUOIT Ch.15
Mondays—7 pm
Thu.—9:30 am & 7 pm

* JOHNSTOWN—Ch.7
Tuesdays—4 pm

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

* NASSAU—Ch. 71
Fridays—4 pm

* NIAGARA FALLS
Adelphia Ch. 24
Thursdays—10:30 pm

* ONEIDA—Ch.10
Thursdays—10 pm

* PENFIELD—Ch.12
Penfield Comm. TV*

* POUGHKEEPSIE Ch.28
1st, 2nd Fri—4 pm

* QUEENSBURY Ch.71
Thursdays—7 pm

* RIVERHEAD Ch.27
Thurs.—12 Midnight

* ROCHESTER—Ch.15
Fri-11 pm; Sun-11 am

« ROCKLAND—Ch. 71
Mondays—6 pm

* SCHENECTADY Ch.16
Tuesdays—10 pm

* STATEN ISL. Ch.57
Thu.-11 pm; Sat.-8 am

* SUFFOLK—Ch. 25
2nd, 4th Mon.—10 pm

* SYRACUSE—T/W
City: Ch. 3
Suburbs: Ch. 13
Fridays—8 pm

« TOMPKINS COUNTY
Time Warner
Sun.—9 pm (Ch.78)
Thu.—5 pm (Ch.13)
Sat.—9 pm (Ch.78)

« TRI-LAKES
Adelphia Ch. 2
Sun: 7 am, 1 pm, 8 pm

« UTICA—Ch. 3
Thursdays—6 pm

« WATERTOWN—Ch.2
Tue: btw. Noon-5 pm

* WEBSTER—Ch.12
Wednesdays—8:30 pm

*W. MONROE
Time Warner Ch.12
4th Wed.—1 am

* W.SENECA Ch.68
Thu.—10:30 pm

NORTH CAROLINA

« HICKORY—Ch.3
Tuesdays—10 pm

« MECKLENBURG
Time Warner Ch.18
Saturdays—12 Noon

OHIO

* FRANKLIN COUNTY
Ch. 21: Sun.—6 pm

* LORAIN COUNTY
Ch.32: Daily—9 pm

* OBERLIN—Ch.9
Tuesdays—7 pm

* REYNOLDSBURG
Ch.6: Sun.—6 pm

OREGON

« CORVALLIS/ALB.
AT&T Ch. 99
Tuesdays—1 pm

« PORTLAND
AT&T Ch. 22
Tuesdays—6 pm
Thursdays—3 pm

* SALEM—Ch.28
Tuesdays—12 Noon
Thu: 8 pm; Sat: 10 am

« SILVERTON
SCANtV Ch. 10
Alt. Tuesdays
12 Noon, 7 pm

* WASHINGTON ATT
Ch.9: Tualatin Valley
Ch.23: Regional Area

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

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

Ch.33: Unincorp. Towns
Wed—7 am, 8 pm
Saturdays—10 pm
RHODE ISLAND
* E.PROV.—Ch.18
Tuesdays—6:30 pm
« STATEWIDE
R.l. Interconnect™
Cox Ch. 13
Full Ch. 49
TEXAS
« DALLAS Ch.13-B
Tuesdays—10:30 pm
* EL PASO—Ch.15
Wednesdays—5 pm
* HOUSTON
Houston Media Source
Sat, 2/16: 10 am
Mon, 2/18: 6 pm
Wed, 2/20: 7 pm
Sat, 2/23: 10 am
Mon, 2/25: 6 pm
* RICHARDSON
AT&T Ch. 10-A
Thursdays—6 pm
UTAH
* GLENWOOD, Etc.
SCAT-TV
Ch. 26,29,37,38,98
Sundays—about 9 pm
VIRGINIA
* ALEXANDRIA
Comcast Ch. 10
Tuesdays—5:30 pm
* ARLINGTON
ACT Ch. 33
Mondays—4:30 pm
Tuesdays—9 am
* CHESTERFIELD
Comcast Ch. 6
Tuesdays—5 pm
* FAIRFAX—Ch.10
Tuesdays—12 Noon
Thursdays—7 pm
* LOUDOUN
Adelphia Ch. 23/24
Thursdays—7 pm
* ROANOKE—Ch.9
Thursdays—2 pm
WASHINGTON
* KING COUNTY
AT&T Ch. 29/77
Sundays—6 pm
* SPOKANE—Ch.14
Wednesdays—6 pm
« TRI-CITIES
Falcon Ch. 13
Mon-Noon; Wed-6 pm
Thursdays—8:30 pm
* YAKIMA—Ch. 9
Sundays—4 pm
WISCONSIN
*« MADISON—Ch.4
Tue-2 pm; Wed-11 am
* MARATHON COUNTY
Charter Ch. 10
Thursdays—9:30 pm;
Fridays—12 Noon
WYOMING
* GILLETTE—Ch.36
Thursdays—5 pm
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EX P()SED‘ In their own words: the secret
plans of Israel’s cabalistic crazies and America’s
‘Christian Fundamentalists’ to blow up Islamic
holy sites on the Al-Haram Al-Sharif (Temple
Mount) in Jerusalem—lighting the fuse on war,
and world war.

® Major piece by Lyndon LaRouche: ‘“The
Bestiality of the Fundies’

® First publication of explosive interviews with
the ‘Temple Mount Plotters," insiders, and
intelligence sources

® Detailed mapping of the networks

With Ariel Sharon, the Butcher of Lebanon, at the helm as Israel’s Prime Minister, the prospects for peace in the
Middle East have never looked bleaker.

And no EIR Special Report has ever been timelier. Read it and use it, to stop the Mideast bloodbath!

EIR SPECIAL REPORT

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

Or Write
price: $150 EIR News Service, Inc.
EIRSP 2000-2 caimolFree 1-888-EIR-3258 P.O. Box 17390 Washington, D.C. 20041-0390

Or Send e-mail with Visa or MasterCard number and
Visa, MasterCard Accepted expiration date to: eirns@larouchepub.com
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