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From the Associate Editor

T he very best thing that could happen in the current strategic situa-
tion, is that the financial collapse should worsen to the point that it
shatters people’ sdelusions.

That’' sahard ideato accept, but it isthe only thing that will alow
Lyndon LaRouche' s campaign for a New Bretton Woods system—
as he uniquely defines it—to succeed. Without that, there is no way
to prevent adescent into aDark Age.

Exactly one year ago, EIR published areport on LaRouche' strip
to Moscow, where he addressed hearings of the State Duma. In a
M oscow webcast press conference, he explained: “Now, contrary to
some people, amonetary crisisis not the worst thing that could hap-
pen for the world—it could be the best. It’ s like going to a doctor to
have a cancer removed: It could be the best thing that can happen to
you. Thereason the systemis collapsing, isthat it should never have
existed. Decisionsmadein 1971 to changetheinternational monetary
system, followed by decisions madein 1979-1991, have created the
present mess.”

Too many people who heard or read LaRouche’ swords chose to
stick with their delusions. A year later, the “mess’ is much, much
WOrse.

Now, we feature a report on LaRouche' s visit to Brazil, where
he received a warm welcome from a people who have shed their
delusions, and are earnestly seeking sol utions. Our continuing cover-
age of this historic trip includes the ceremony at which he was
awarded honorary citizenship in the city of Sao Paulo.

Elsewherein thisissue, the grim picture of how messy the mess
has become, is conveyed in our coverage of the U.S. debt explosion
(in Economics), the Ibero-American blowout (Feature), and the col-
lapse of the U.S. telecom sector and the almighty dollar (National).
Each of these situations is being met by denial by those who are
supposedly in charge of solving them.

The result is the accelerating drive toward war, as we document
inInternational, withreportsontheinsanelsraeli government’ sbran-
dishing of nuclear-tipped ICBMs;, President Bush’s* green light” for
an Israeli assassination of Arafat; and the drive to expel Palestinians
into Jordan.

Note: Following our usual schedule, EIR will not be produced
next week. I ssue number 27 will be dated July 19.
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Rollover of U.S. Debt Will
Yield Weimar Hyperintlation

by Richard Freeman and John Hoefle

The spiralling growth in U.S. debt, and thus the requirement
to service or roll over the debt, is creating the conditions, in
the United States and globally, for the eruption of a hyperin-
flation of thetypethat ravaged Weimar Germany from March
through November 1923. By the end of 2001, total U.S. debt
had reached $31.12 trillion. On average, over the last four
years, U.S. debt has surged at therate of $2.2 trillion per year,
or almost $200 billion per month.

Thedebt pyramid hasgrown solarge, that it isunsustaina-
ble, and all attempts to service it will not work. Moreover,
every such attempt further destroys both the underlying U.S.
physical economy, and its bankrupt financial system. EIR's
economics staff has determined, preliminarily, that by the
end of 2001, on this outstanding debt, America’ s annual debt
service—theinterest payment, plusre-payment of aportion of
the principal—had reached an unprecedented $7.36 trillion.
Thisis equivalent to a staggering 72.1% of Gross Domestic
Product.

The United States had gotten itself into such a situation,
by being guided by a“post-industrial society” policy for the
past 30 years.

OnJune 13, Presidential pre-candidatel yndon LaRouche
addressed the Sao Paulo Commercial Association in Brazil
(seelast week’ sissue). He focussed on the three major crises
of Argentina, Brazil, andtheUnited States, “ each of which has
the same problem, but with different specific characteristics.”
While“ Argentinaisinthe most advanced stage of explosion,”
the U.S. problem could ultimately have the biggest harmful
impact. All three countries aretaking extraordinary measures
to pay the debt, by undermining their national existence, a
process that cannot be continued.

LaRouche presents the decisive solution, with his pro-
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posal to put the world financial system through bankruptcy
reorgani zation—inorder towriteoff tensof trillionsof dollars
of this debt and other obligations—and replace the bankrupt
system with a growth-vectored New Bretton Woods mone-
tary-financial system.

Post-Industrial Society Policy

The U.S. debt bubble stems from the City of London-
Wall Street financiers' imposition of apost-industrial society
policy upon the United Statesin the mid-1960s. This policy
collapsed productioninmanufacturing, agriculture, andinfra-
structure, and fostered speculation, which built up agigantic
specul ative bubble. Thisbubble sucked the physical economy
dry, contracting it and real living standards, by 1-2% per
annum.

Three noda policy changes of the post-industrial society
policy are noteworthy.

First, President Richard Nixon severed the dollar from
the gold reserve standard on Aug. 15, 1971, which severed
financial flowsfrom physical goods flows.

Second, Federal Reserve Board Chairman Paul Volcker
moved in October 1979 to apply the New Y ork Council on
Foreign Relations’ explicit policy of “controlled disintegra-
tion” of the economy. Volcker sent interest rates into the
stratosphere, so that the prime lending rate charged by com-
mercia banks reached 21.5% by December 1980, which
razed basic manufacturing and agriculture to the ground.

Third, Wall Street steered the leveraged buy-out move-
ment mania, starting in the 1970s, with heavy doses of laun-
dered drug money, to take over and then asset-strip com-
panies.

Taken asasweep, the morethan three-decade post-indus-
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trial process fostered the leap in debt, in atwo-fold way. To
understand this two-fold nature, it is necessary to make a
distinction between productive and non-productive activity.
Productive activity isman’ sactivity engaging in manufactur-
ing, agriculture, construction, transportation, mining, and in-
frastructure-building, which aters nature and manufactured
goodsfor the purpose of man’ sadvancement. Thisactivity is
raised to ahigher level by man’sdiscovery and transmission
of scientific discoveries of fundamental physical principle.
Non-productive activity consists of both necessary social ser-
vices, and those activities which are a deduction from, and
destructivetothe economy, such asthe growth of speculation;
of non-productive, non-useful services; etc.

The post-industrial society policy built up debt in atwo-
fold way, for the non-productive side, and the productive side
of the economy.

First, the non-productive side of the economy built asig-
nificant amount of debt. For example, many of the highly
speculative leveraged buy-outs/acquisitions of companies,
cited above, werefinanced with debt. In the 1990s, thefoolish
expansion of the dot-com and telecommunications sectors,
and the “New Economy” as awhole, involved a mountain of
debt. Many households in the upper 20% of households by
income class, acquired loads of mortgage debt to purchase
$400,000 to $1 million “McMansions,” etc.

Second, the post-industrial society policy meant that
many ingtitutions and households had to compensate for the
collapse of the productive side of the economy. In order to
offset falling living standards, millions of households have
built up debt to pay for housing, clothing, medical bills, furni-
ture, and even food. To offset a contracting economy, many
manufacturing firms and farms have had to borrow money to
keep from going under, and to pay for new equipment, raw
material supplies, and even to pay payroll.

Hence, the post-industrial society policy fostered both
types of debt, for different but complementary reasons; the
two types of debt merged, sending total debt spiralling
upward.

The Surgein Household Debt

The total U.S. debt consists of three parts: 1) consumer
debt, which includes mortgage debt for purchasing homes,
consumer installment debt (furniture and car purchases); and
credit card debt; 2) business debt; and 3) total government
debt, Federal, state, and local.

The household debt has functioned to prevent living stan-
dards, and the U.S. economy, from plunging at a faster rate
than they already are. Figure 1 depictstotal U.S. household
debt growth from 1945 through the end of 2001. Notice that
inthe period from 1945-70, it wasrelatively small, and it did
not exceed the level of $1 trillion until 1978. Then, under
the force of Volcker's high-interest-rate regime to enforce
“controlled disintegration,” it shot upward. By 1990, it was
$3.63 trillion, and today, it stands at $7.72 trillion.
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FIGURE 1

U.S. Household Debt

($ Trillions)
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Sources: U.S. Federal Reserve Board of Governors, “Flow of Funds
Accounts"; Office of Management and Budget, “Budget of the United States”;
EIR.

Theincreasein total U.S. household debt of $4.09 trillion
during the last 11 years, financed the purchase of many con-
sumer goods, as well as over-priced homes. It aso left the
population more burdened with debt than at any time in its
history.

Figure2 showsthat thedebt of al level sof government—
more than 80% of which is the debt of the Federal govern-
ment—has continued to grow, and at the end of 2001, had
reached $7.16 trillion. However, the rate of growth of com-
bined government debt had decreased, and it has now been
overtaken, in size, by the level of household debt. Still, the
Federal budget deficit is sharply growing again.

Figur e 3 showsthe growth of business debt, which isthe
fastest-growing debt of all. This consists of the debt of two
typesof businessentities: non-financial companies, including
corporations such as GM, GE, energy, and telecom compa-
nies, non-incorporated entities, and farms; and financial com-
panies, such as banks, insurance companies, and the Federal
National Mortgage Association (Fannie Mae). Financial
company debt has shot upward. Between 1995 and 2001,
total business debt rose from $8.37 trillion, to $16.30 trillion,
doubling in only six years.

Figure 4 demonstratesthat by the end of 2001, U.S. total
domestic debt reached $31.12 trillion. When one adds in
America sforeign debt—which is approximately $2 trillion,
and which has been used to finance America’ sgaping current

Economics 5



FIGURE 2

All Government Debt

(Federal, State and Local Gov't)
($ Trillions)
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Sources: U.S. Federal Reserve Board of Governors, “Flow of Funds
Accounts”; Office of Management and Budget, “Budget of the United States”;
EIR.

account deficit—then total U.S. debt is above $33 trillion.
Brazil has approximately $550 billionin debt and outstanding
dollar obligations, which is, relative to Brazil, a huge sum,
and large enough to blow out the world financial system. But
America s$33 trillionisthe“grandmother” of all debt.

TheRateof Increase

EIR' s economics staff has looked at ways to show the
increase in the growth of U.S. debt, and its destructive effect
upon the economy and financial system.

Figure 5 shows the ratio of the increment in the dollar
volume of U.S. debt, to the increment in the dollar size of
GrossDomestic Product, for eachyear. Inthe case of adecade
likethe 1970s, it isthe average of all the yearsin that decade.

Throughout the 1970s, for every dollar of increase in
GDP, therewas $1.75 increase in debt; throughout the 1990s,
for every dollar of increasein GDP, therewas $3.60 increase
in debt. In the 2000-01, this average jumped to $4.91.

Buttressing thispoint, EI Ral so determined that theannual
debt service on America's debt is approximately $7.36 tril-
lion. Theannual debt serviceconsistsof thesum of theinterest
payment, plus the part of the principal that must be repaid
eachyear. | n determining thisdebt service, EIR consulted and
cross-checked with morethan adozen economistsand experts
from U.S. government agencies and private institutions.
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FIGURE 3

U.S. Business Debt

(Non-Financial and Financial Businesses)
($ Trillions)
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Sources: U.S. Federal Reserve Board of Governors, “Flow of Funds
Accounts”; Office of Management and Budget, “Budget of the United States”;
EIR.

Most of the $31.12trillionin U.S. domestic debt, isinthe
form of either abond or a bank loan. Bonds have a maturity,
and the maturity varies, depending on the kind of bond. For
example, a corporate bond has alonger maturity than aU.S.
government bond. But what isrevelatory, isthe changeinthe
maturity of bonds. For instance, in 1980, the average maturity
for acorporate bond was 19.4 years. However, since acorpo-
ration—or any ingtitution—pays a lower interest rate on a
bondthat it issueswith ashorter maturity, than on abond with
alonger maturity, corporations started reducing the maturity
of the bonds that they issued. By 2001, the average maturity
for acorporate bond was 6.6 years.

But thisal soincreased the principal amount, and thusdebt
service, that hasto be paid back every year. For example, if a
$1,000 bond has a 19.4-year maturity, that means that the
bond’s $1,000 principal must be paid back over 19.4 years,
or 1/19.4 of the principal amount—$52—must be paid back
each year.! However, for the same $1,000 bond that hasa 6.6
year maturity, effectively, 1/6.6 of the principal amount—

1. For most bonds, the principal is paid back, not each year, but at the point
when the bond matures, in one lump sum. However, if the average maturity
of all corporate bondswere 19.4 years, that means that, on average, roughly
1/19.4 of the total value of the bonds, comes due, and must be paid back
each year.
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FIGURE 4
Total U.S. Debt

($ Trillions)
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Accounts"; Office of Management and Budget, “Budget of the United States”;
EIR.

$152—must be paid back each year. This increases the
amount of annual principal repayment required.

Plus, an even more powerful element increasing the
amount of principal that has to be repaid each year, and also
the debt service, isthe growth in the dimension of the bonded
debt outstanding. Assume that the maturity of the bond re-
mains the same; on $3 trillion in bonded debt, three times as
much principal must be repaid each year, ason $1 trillion in
bonded debt.

The more deeply Americafell into debt, the more its an-
nual debt service grew. Figure 6 demonstrates that in 1980,
the annual debt service was $1.29 trillion; by 2001, it had
reached $7.36trillion, anearly six-foldincrease. (Of the $7.36
trillion in debt service in 2001, the interest portion was
$2.07 trillion.)

Thedebt serviceisof crushing proportions. Figure7 com-
paresannual debt serviceto America sannual GDP (although
GDP isan inaccurate measure of the economy, it can be used
for purposesof comparison). In 1960, not shown onthegraph,
annual debt service was roughly equivalent to 31% of GDP,
in 1980, thisrose to 46.3% of GDP, and by 2001, it had leapt
to 72.1% of GDP, which is more than double the 1960 level.
To pay the annual debt service would require siphoning off
three-quartersof GDP: aphysical impossibility. Debt-service
payment cannot co-exist within the same universe as continu-
ation of the economy and human life.
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FIGURE 5
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FIGURE 6

U.S. Debt Service, Per Year
(Principal Repayment, plus Interest)
($ Trillions)
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Sources: U.S. Federal Reserve Board of Governors, “Flow of Funds
Accounts"; Office of Management and Budget, “Budget of the United States”;
Mortgage Bankers Association; Thomson Financial Services; EIR.
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FIGURE 7
U.S. Debt Service as a Percent of U.S. GDP
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How Can It Be Paid?

This presents a paradox. How does the United States pay
$7.36trillion in debt service annually? The Wall Street finan-
ciers can, and do, take measures to collect the debt service
through extraction: They loot the population through fierce
austerity; they do not replace run-down plant and egquipment,
etc. Thisisdestroying the underlying physical economy upon
which life depends, and ends up in fascist looting. But it will
not produce $7.36 trillion per year.

In addition, there are measures to roll over a significant
portion of the debt service, through re-financing it with new
debt and other similar mechanisms. Some of the new U.S.
Federal debt will bedirectly monetized: that is, new monetary
emissions will be issued against it; but ultimately, just asin
Weimar Germany, there will be a large increase in money
supply to facilitate the debt financing.

However, theannual increasein the debt and debt service
is so huge, that this process cannot be continued in a fixed
mode. LaRouche has forcefully characterized the processin
his discussion of the “Typical Collapse Function” (“Triple
Curve”), and its transformation during a breakdown crisis
(seeLyndonH. LaRouche, Jr., " Regional Organization Under
aNew Bretton Woods,” EIR, June 9, 2000). Every attempt to
hold up the values of the financial aggregates, which are the
mass of debts, derivatives, and other financial paper which
congtitute the upper curve of the “Triple Curve” function,
crosses aboundary condition, and produces a hyperinflation-
ary shock front that gathers force. In turn, it will rip apart
the world monetary system, more surely than the Weimar
hyperinflation ripped apart the German monetary system in
1923.
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Food Shortfalls Leave
800 Million Hungry

by Rosa Tennenbaum

The World Food Summit of the Food and Agricultural Orga-
nization (FAO) of the United Nations, which occurred at the
beginning of June in Rome, was supposed to assemble the
world’ sheads of state, to inaugurate the struggle against hun-
ger with common efforts. The industrial nations made this
demand impossible from the beginning, since they de facto
boycotted the summit. Only Italy and Spain were represented
by their heads of state; all other nations merely delegated
second-level officialsto Rome. Great Britain sent none of its
cabinet ministers, but amere government civil servant.

Eight hundred million people are exposed to continuous
hunger; every four seconds, a person dies from hunger, be-
causethemost el ementary thing which ahuman needsfor bare
existence—food—iswithheld, according to the complaint of
FAO General Director Jacques Diouf at the Rome meeting.
Asrecently as 1996, the governments of theworld committed
themselves, at the World Hunger Summit, to do everything
possible to cut the number of hungry people in half by the
year 2015. Since then, however, assistance to the developing
sector hasbeen sharply decreased, to say nothing of initiatives
which areaimed at development; technology transfer, for ex-
ample.

Hunger and Poverty Have Increased

“The promises that were made in 1996 have not been
kept,” charged Diouf. “Worse yet, no actions followed the
speeches.” Thereisalack of human solidarity with the poor;
the political will to relieve the suffering is lacking. Support
for development of agriculture in the developing sector has
been drastically reduced. Between 1990 and 2000, both assis-
tance for the development of agriculture from industrial na-
tions, and credits from the internationa financial insitutions,
were cut by about 50%.

Y et agricultureisthe basisfor lifefor 70% of theworld's
poor. Hunger reduces the economic growth of a nation by
about 1% a year, through lower productivity and nutritional
diseases, Diouf estimated for the participants. He challenged
the nations to support the “ Anti-Hunger Program” which the
FAO had prepared.

In order to decrease the number of those hungry, from 800
million to 400 million by the year 2015, an additional $24
billion a year would have to be invested in the developing
sector. The industrial nations and the internationa financial
institutions were called on at Rome to supply haf of this
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amount, whichismerely equivaent to thelevel of their aidin
1990. Thedevel oping nationswere supposed to contributethe
other half, increasing their budgetsfor rural areasabout 20%.

The industrial nations met this call with chilly silence—
some even with furious attacks: The developing nations are
themselves responsible for their suffering, it was claimed;
first and foremost, they should have ensured “good govern-
ment” ; and they were ordered not to take partinwarsand civil
wars. Thus, Poul Nielson, the European Union Commissioner
for Development Assistance, caled it “senseless, to throw
huge amounts of money after the hunger problem.” Together
with British Development Minister Clare Short, he threw in
Diouf’ sface, the charge that the FAO only wanted to posture
with this summit, and called it a“ pure waste of time.”

Appeal to*A Market of 800 Million People

“In aworld of abundance, the end of hunger isin reach,”
urged United Nations Secretary General Kofi Annan. “ Tofall
tomeet thisgoal, ought tofill each of uswith shame. Thetime
for promisesisgone.” Heappealed to theindustrial nations—
to no avail, as the “abundance” Annan wishes to see is no-
where to be found among them.

Theindustrial nationswereinthetrial dock in Rome, and
they responded with counterattacks: The FAO, under Diouf,
had more and more meddled in things, that were none of its
concern; it should not be the FAO's business, to interferein
questions of devel opment; these should bein the jurisdiction
of the World Bank and other international organizations.
Diouf rejoined that it still would be directly in the interest of
the Group of 8 nations themselves, to fight hunger. After all,
800 million hungry people would be an enormous market.

So it is. And when one considers fully, that about two-
thirds of mankind, after all, are undersupplied with al the
goods necessary for existence, the dimension of stupidity of
these governments becomes clear. An example from the do-
main of agriculture should makethat obvious: Only one-third
of humanity iswell-nourished. Every second personisclassi-
fied by the FAO in the category “ sufficiently nourished”; that
is, they are ableto obtain for themsel ves exactly enough calo-
ries to be able to perform normal work; however, they are
mal nourished, becausethenutritional quality of thosecalories
is so poor. Every seventh personishungry.

To merely be able to raise these more than 800 million
citizens of the world to the level of “sufficiently nourished,”
we need to produce an additional 350 million tons of grain
every year. If we allow absolutely all 6.2 million human be-
ings who today inhabit the Earth, to be able to nourish them-
selves well and with variety, as has been self-evident for us,
we require 4.96 billion tons of grain. However, the world
agricultural economy inthe past year has harvested only 1.86
billiontons (and consumed 1.913 billion tonsin the sametime
period). Thus, world agriculture would have to immediately
increase its harvest output around 2.5 times.

Analogously, this applies to al other areas of the
economy.
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Gigantic tasks await nations which would take this of fen-
sive, which would lead the world economy into a new,
sustained, actual economic wonder. But wouldn’t it mean
subsidizing? Not at all. The developing nations are poor be-
cause they are underdevel oped. At the moment when invest-
ment goes into the development of their natural resources,
that suddenly changes.

To stick with the example of agriculture: We do not find
the highest-yielding soilsin the industrial nations, but rather
inthetropical nations, where 45% of the high-yield soils are,
while the industrial nations control just over 17%. Here a
gigantic potential liesfallow, which would berelatively easy
to devel op and which must bedevel oped, if hunger isto disap-
pear from the Earth. If farmers everywherein theworld were
ableto cultivate their land, and breed and maintain their live-
stock, with the technical standard of an American or a Euro-
pean farmer, then the Earth could feed 50 million people. The
struggle against world hunger requires no biotechology, no
apportionment measures and no ominous efforts. One merely
needs the political will to doit.

Demise of Maastricht
Is on the Horizon

by Rainer Apel

At least in election years, governments cannot avoid paying
some attention to what the voters think, and thisis what is
happening in France, Germany, and Italy, the three leading
economies of continental Europe. France and Italy just re-
cently had elections; Germany will have them in September.
What these governments, and the othersin Europe, are faced
with, isgrowing, massivediscontent of their populationswith
the catastrophic turn economies and living standards have
taken in recent months—contrary to government propaganda
about “upswings’ and other piesin the sky.

The dense pattern of labor protests and strikes so far in
2002, points to the depth of the discontent, the more so be-
cause labor unions have been relatively moderate in the last
few years, showing loyalty to the budget cuts imposed by
their governments.

In Italy, labor protests were first to make the voice of
the population heard, and a preliminary peak of protests was
reached with aone-day general strikeon April 16. Sincethen,
not only Italy, but also other European countries, have seen
repeated |abor strikesin one sector after another. As of June,
waves of strikes were occurring at the same time in severa
countries at once.

During the last two weeks of June alone:

 In Germany, the first nationwide strike of construction
workersin 50 years escal ated with temporary road bl ockades
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in severd citieson June 20 and 21, and led to aresumption of
wagetakson June 24 which ended with asurprise settlement
that same day—after weeks that had brought no progress at
al. In addition, warning strikes of banking and insurance
employees in Frankfurt, Germany’s banking center, were
staged, with a special emphasis on a one-day strike action at
450 banking offices in North Rhine-Westphalia on June 19.
On June 25, workersin the coll apsing German tel ecom sector
began staging strikes across the country.

» France saw apattern of local and regional public trans-
port workers striking.

« Inltaly, employeesof thejudicial sector went on aone-
day strikeon June 20, followed by urban and other local public
transport workers two days later; and on June 26, air flight
control staffs caused Alitaliato cancel 106 flights.

» Spain had itsfirst general labor strikein ten years, with
several million workers of all labor unions taking part on
June 20.

* In Greece, seamen were on strike for most of the last
weeksof June; theferry workersin particul ar caused aparaly-
sisfor thetourists, because they broke off the crucial commu-
nication by sea between the mainland and the many Aegean
islands.

» Throughout Europe, air flight controllerswent on strike
onJune 20, forcing airlinesto cancel most of their flightsright
at the start of the Summer tourism season.

Pressure To Break Maastricht

Thesevery disciplined strikes signal that much moreisto
come during the Autumn, after the Summer recess, when the
economic and labor market situation is now admitted to be
likely to worsen. It is worth noting that in al cases, labor
unions have shown they are ready to launch weeks-long
strikes to force their demands through.

In the case of public sector workers and employees, de-
mands for salary increases instantly threaten the budget aus-
terity which their governments have agreed to with the Euro-
pean Union's Commission in Brussels and the European
Central Bank in Frankfurt.

The pressure on governmentsisvisibly increasing, to de-
clareaspectsof the EU’ sMaastricht Treaty budgeting control
system asvoid, and to think of state programsfor the creation
of jobs to bring down high unemployment across Europe.
Thisis pushing the governments towards a cross-roads: they
either continue their budget austerity at therisk of explosive,
large-scale conflict with the labor movement, or they begin
to campaign for at least relief from the Maastricht system, in
order to regain some flexibility on the state financial front.

Theprocesshasstartedin France, whereinan effort to buy
off labor protests during the recent Presidential and National
Assembly elections, the government promised tax cutsin the
range of 30 billion euros over the next five years. It stated a
commitment to get some of the Maastricht criteria, at least,
“suspended,” for afew years, if real changesinthe system as
awholewere not possible.
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Faced with the French “problem,” the EU Commission
and the other governments had no alternative to granting
France financia flexibility from the Maastricht criteria, in
exchange for a vague French promise to keep in mind the
agreed 2004 target year for reaching a balanced budget.
French Finance Minister Francois Mer made even such a
“promise” conditional on holding the annual growth of
France’'s GDP to 3%—which isillusory, in view of the hard
reality of the worsening global economic depression. The
in-depth financial review which the French government has
announced for June 27, may alter the “generally agreed”
agenda of the EU even more.

Inadditionto France, Portugal and Italy werealso granted
exemptionsfromthe Maastricht budget rulesby the EU Com-
mission and Central Bank, on the eve of the June 21 EU
Summit in the Spanish city of Seville. In the case of Italy,
that exemption was explicitly madeto allow the state to fund
public infrastructure development projects that can create
jobs; originally, the Maastricht rules had banned exactly such
state-funded projects.

Move To Exempt Infrastructureand Defense

Remarks made by Italian Finance Minister Giulio Tre-
monti on June 24 documented that the EU governments are
still afraid of doing what Lyndon LaRouche has advised them
to do, most recently in anationally circulated interview with
Affari Italiani in May—to admit that the Maastricht system
has been compl etely flawed from the start and urgently needs
to be abolished. But they also showed the rapid erosion of
loyalty to that system. Tremonti said that all of Europe hadto
“now look at how we can make amore substantial changefor
the European economy as awhole,” and that this would be
possible if, by special regulation, government expenditures
for infrastructure, defense, developing sector aid, and struc-
tural economic reform programswere al exempted from the
Maastricht rules.

Tremonti saidthatin hisview, theMaastricht criteriawere
useful as long as the EU was preparing for the fina stage
of the euro introduction; but now, after what he called the
“successful launch of the euro” —thisreally refersto the eu-
ro’ srecent 15% rise against thefalling dollar—it wastimeto
“move to another phase, one which maintains stability but
also putsthe emphasis on growth and flexibility.”

All of thisisstill far from what LaRouche recommended.
A formulated alternatedesignfor anational banking approach
to statefunding of projectsisstill missing. But what Tremonti
mentioned isa step in the right direction—if the Italian gov-
ernment and other EU governments continueto put the M aas-
tricht system into question. At present, Italy, where 50 mem-
bers of the Senate have aready signed on to a resolution for
a New Bretton Woods system as proposed by LaRouche, is
marching in the forefront of this debate. But asin the case of
France, wherethe public interest in modifying the Maastricht
system grew as elections came, so Germany is certain to fea-
ture similar devel opments, as Sept. 22 approaches.
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Repatriation of Russian
Capital: Investment,
Or More Looting?

by Rachel Douglas

It soundslikeagreat idea. Enticethe past decade’ s (conserva-
tively estimated) $300 billion in Russian flight capital back
into the country to jump-start investment in thereal sector of
the economy. How could such a concept not be attractive to
President Vladimir Putin, worried as he is about post-1998-
crisisgrowth sputtering and wage arrears beginning to mount
again? And Putin did announce aschemein the worksfor the
repatriation of offshore funds, when he addressed the Russian
Chamber of Commerce and Industry on June 19.

Y evgeni Primakov, the former Prime Minister who now
heads the Chamber, likewise endorsed “some form of am-
nesty” for capital exported abroad.

But, it isimpossible to insulate a sound policy from an
insane world financial system—especially if major players
from the latter are involved. Russia’s decisions on capital
flows are intermeshed, first of all, with the pell-mell flight of
international funds out of the crashing U.S. dollar. The chaos
unleashed by that crashwill swamp any national-sector initia-
tives, absent decisiveaction by several major nationsto create
a new, growth-oriented monetary system. Second, the pro-
moters of large-scale repatriation of capital just now, overlap
the promoters of the dubious scheme to make Russia the
world’ sgasstation, by directing foreign investment and repa-
triated flight capital, chiefly into the build-up of its oil sector
for export. (See “What Did ‘ Energy Dialogue’ at Bush-Putin
Summit Mean?,” EIR, June 7, 2002.)

Putin urged the Chamber of Commerce members and the
government “to think about creating favorable conditionsfor
investing Russian resources, including those placed in the
West, in the Russian economy.” His deputy chief of staff,
Aleksei Violin, announced that the government would draft
an amnesty law, under which Russian citizens could declare,
repatriate, and pay taxes (at Russia svaunted 13%flat income
tax rate) onthefundsthey hold offshore, without facing prose-
cution. They would be allowed to leave 75% of their money
abroad in its offshore havens.

FundsAbroad: Legal and Criminal

Putin’s announcement was preceded by a campaign by
domesticandforeign-based interests, with thethemethat now
is the time to make money in Russia. Economics Ministry
official A. Ulyukayev, amember of theoriginal liberal reform
team around Y egor Gaidar in 1992, announced on June 13
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that Russiahad now shifted from net capital flight (of approxi-
mately $20 billion annually), to net capital inflow. Cyprus, a
preferred offshore location for Russian banks and businesses,
has become the top source of foreign investment in Russia.
On June 15, Itar-TASS reported from Halifax, Canada that
“halting of the exodus of capital from Russia was the main
positivenews’ at Finance Minister Aleksel Kudrin’smeeting
with his Group of Eight counterparts. Kudrin, thereport said,
“stressed the importance of this newsfor the development of
the Russian economy and its integration into the world
economy.”

Also in early June, the notoriously politicized interna
tional rating agenciesin unison upgraded Russia’ s credit rat-
ing, or issued improved forecasts on the Russian economy. A
World Bank report suggested that Russian economic growth
could be predicated on large-scal e repatriation of capital.

In 1996, EIRestimated that some 10% of the then approxi-
mately $1 trillion annual cash volume of “Dope, Inc.” (half
of it the proceeds of the narcotics trade, the rest from other
typesof illegal business, including weaponssales) wasrouted
through Russia, theother former Soviet republics, and Eastern
Europe. There are indications that some of these shadowy
money flowsareto belegitimized, through the partial Russian
amnesty on flight capital, but also asaspinoff effect of crack-
downs on money-laundering, stepped up in Western Europe
inthe name of “greater transparency” after Sept. 11.

Directly after his Chamber of Commerce address, Putin
met for two hours with Sergei Pugachov, formerly president
of Mezhkombank and now the representative of Tuvain the
Russian Federation Council (the upper house of Parliament),
who has been associated with Putin since they were both
basedin St. Petersburg. | zvestiyareported that their talk focus-
sed on the nuts and bolts of repatriating capital from offshore
companies, but speculated that another item was also likely
on the agenda. It so happened that on the previous day, June
18, the Paris daily Le Monde wrote about an investigation of
Pugachov by prosecutorsin Nice, France, for suspiciouscash
transfers between his bank accounts in Monaco and his Star
Limousine company in France.

At the beginning of June, Italian authorities coordinated
50 arrestsin seven countries, of the Russiankingpinsand their
partnersin a money-laundering operation involving as much
as$9 hillion. Analyst Leonid Bershidsky, writing on June 24
in Vedomosti, raised the question of how these “Operation
Spiderweb” arreststied in with the new policy on flight capi-
tal: likethe plot of aspy story, inwhich aPresident with good
intelligence community connections would demonstrate to
key businessmen that their money-laundering can be caught
and punished, while simultaneously offering them amnesty
for returning fundsto Russia

The Oil Scenario

Quick to welcome Putin's announcement was Anatoli
Chubais, a key figure in the ransacking of Russia through
privatization and asset-stripping during the 1990s. Now head
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of United Energy Systems, the national electricity company,
Chubais said that for too long the attitude toward il legal capi-
tal flows had been “ban and interdict.” Now therewould be a
“more professional” approach to offshore accounts.

OnJune21, Mikhail Khodorkovsky’ sY ukosoil company
became the first big Russian firm to publicize its ownership
structure of nested offshore holding companies, based in Gi-
braltar andthelsleof Man. Formally, theaction by Y ukoswas
preparationfor beinglisted ontheNew Y ork Stock Exchange,
but Russian media were quick to call it asign that “our off-
shore capital isready to come home.” Khodorkovsky himself
continues hisvociferous campaign to boost Russiato the sta-
tus of the world's top oil supplier, announcing that his first
tanker of il for salein the United Statesis aready at sea.

The Times of London puffed Khodorkovsky in aJune 23
profile, as having “ gone from being a shadowy figure associ-
ated with the alleged plunder of Russia, to the country’ srich-
est and most famous business leader.” His “unusua disclo-
sure” of Y ukosownership, the Timeswrote, “ could set atrend
that would make Russiafar more attractive to investors.”

In case these maneuvers did not attract enough foreign
investment for Russian raw materials exporters needs, an-
other Russian-born intimate of London financial circleshasa
wilder idea. Earlier thisyear, Mark Garber, formerly a Rus-
sian psychiatrist and now a partner in the exclusive British
investment house Fleming Family & Partners (and a person
who was named, then cleared in yet another Italian investiga-
tion of theillegal armstrade), presented in theweekly Ekspert
his“five-year plan” for Russian firmsto raise capital through
international acquisitions. Russian companies should “be-
cometransnational not by selling themselves, but by merging
with others,” analogous to how Flemings shepherded the
South African mining company Glencore(now BHPBilliton)
toitseventua acquisition of Australia s largest mining com-
pany, BHP. Thefirst step wasto raise $8 billion through stock
issues, after getting listed on the London exchange. Garber
proposed that Russia' s giant natural gas company, Gazprom,
“not sell stocksto [the German gascompany] Ruhrgas. Onthe
contrary, Gazprom should purchase Ruhrgas. Then, Gazprom
would become a transnational company, which would be
traded quite differently.”

Onasmaller scale, the Russian oil company TNK, owned
by AlphaGroup, istrying towiggle out of aseriousdebt crisis
by “transnationalizing.” Last September, it created TNK In-
ternational, subsuming almost all of TNK’sindustrial assets.
Its chairman, American citizen Simon Kukes, announced on
June 13 that TNK International now has a board of trustees
with two members: Sir Peter Walters, former chairman of
British Petroleum, and Sir William Purvis, head of Hongkong
and Shanghai Banking Corp., the famous “Dope, Inc.” bank.
Kukes told the Russian press that by inviting such “highly
respected persons,” the company will become more efficient
andtransparent for investors, whichwill “increaseour capital-
ization.”
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False Axioms Blow Out
California’s Budget
by Mary Jane Freeman

If you build your house upon quicksand, you can be sure it
will sink. Yet, this is exactly what nearly two-thirds of the
states and the District of Columbia did since the mid-1990s
inbuildingtheir budgetsonrevenuestreamsfromthespecula
tive high-tech, Internet, housing, and stock market bubble
economy. Therecently declared, enormous Californiabudget
shortfall of $23.6 billion, epitomizes just how wrong the de-
luded assumption of relying on the bubble has been.

State budgetsacrossthe country, built on quicksand reve-
nuefromthe“New Economy” and the stock market, now find
“the outlook is painful, with serious problemslikely ahead,”
as one state budget official put it. But the “ problems ahead”
loom larger than any leading figure, with the exception of
Lyndon LaRouche, iswilling to admit.

Rather than address the 30-year-long false premise em-
beddedinthepost-industrial paradigm-shift whichled policy-
makersto assumethey could taketheir revenues from specu-
lation, governors and legislators across the nation are instead
frantically fine-tuning budget cuts, going deeper into debt,
and using accounting tricks now denounced when used on
Wall Street, to survive until a“recovery” appears. They deny
the underlying reason for their sudden larger revenue short-
falls, with deadly consequences for their citizens, as basic
health, education, and welfare programs begin to vanish and
infrastructure crumbles.

Tax CutsPlus Depression Really Hurt

While California—the nation’ s most popul ous state with
nearly 34 million people, biggest U.S. state economy, and
world’s fifth-largest economy—has a budget crisis of the
largest magnitude, arecent national survey shows that out of
41 states and the District of Columbia responding, 32 have
rapidly sinking revenues and attribute a big part of this col-
lapse to a “drop-off in capital-gains- and stock-options-
related income.”

The survey, conducted by the Rockefeller Institute, the
National Governors Association, the National Conference of
State L egislatures, the Federation of Tax Administrators, and
theNational Association of State Budget Officers, al so shows
that April—tax month—personal incometax (PIT) revenues
for al states, fell 21.4% from the April 2001 level. For the
four monthsof January-April, PIT collections“weredown an
average of 14% nationwide” from the same period of 2001.
Although thefirst quarter PIT decline averaged 14%, the sur-
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FIGURE 1
States’ Personal Income Tax Collections Decline
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vey shows “five states—California, New Y ork, Connecticut,
Massachusetts, and ldaho”—had declines “ranging from
19.1% to 28.9%.”

Plotting this PIT decline on a map of the United States
bringsinto highrelief that while California’ srevenueshortfall
isby far thebiggest, thereisno corner of the nation untouched
by unfolding depression conditions (Figure 1). Even of the
unshaded states on the map, which have no personal income
tax, all except Texas and Wyoming face shortfallsfrom other
revenue sources. This decline was aready the “third—and
largest—year-over-year drop in arow,” when al state reve-
nue sources had declined by 8% for the January-March pe-
riod. Thiswas reported in mid-May before April collections
weretallied by the Rockefeller Institute (Figur e 2).

California Dreamin’—L aRouchewas Right

Asrevenuesplummeted below thedirest predictions, Cal-
iforniaGov. Gray Davis “May Revision” budget announced
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that the state' s two-year revenue shortfall had doubled from
$12.5billionin January, to awhopping $23.6 billion by May.
This gap between expenditures and revenues is a “30% of
General Fund” shortfall, according to Davis' Revision. In
March 2001, Lyndon LaRouche forecast precisely thisin a
campaign webcast. He warned, states would experience “a
probabl e 30% collapse across the board in the real economy”
should they persist in reliance upon “the bubble economy”
and fail to adopt his own Rooseveltian New Bretton Woods
proposal.

The single most dramatic decline in California has been
the loss of revenue derived from capital gains and stock
options. It's no wonder, as these revenue sources almost
quintupled from 5.6% to 24.7% of the state's General Reve-
nue Fund between fiscal years 1995-96 and 2000-01, and
nearly doubled between 1998-99 and 2000-01 (Figure 3).
Such dependence on these bubble revenuesisplainin Table
1, which shows that even with the $5 billion growth in

Economics 13



FIGURE 2
Change in Total State Tax Revenues, 1991-1Q,
2002
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Source: Data compiled by the Fiscal Studies Program of the Nelson A.
Rockefeller Institute, issued May 16, 2002.

capital gains and stock option taxes, overall revenues fell
from $71.9 billion in fiscal year 1999-2000 to $71.4 hillion
in 2000-01. Thusthe speculative revenues masked the under-
lying demise of the real economy. When these speculative
revenues evaporated by more than half between FY 2000-
01 and 2001-02, down to an estimated 11.1% of the budget,
its foundation sank.

Nowhere el se do these myopic, greed-driven fantasies of
a “New Economy” nirvana so clash with human need, as
in California. In the 1990s, the state’s industrial base, from
aerospace to basic manufacturing, contracted, while the new
Internet “high-tech”-driven companies mushroomed. Hand-
in-glove with the dot.com revolution came the stock market
and housing bubble revenues. Yet this transformation to a
speculative revenue base widened the gap between rich and
poor. According to U.S. Census data, average wages across
the state barely grew in the 1990s. The average household
incomein LosAngelesCounty dropped from $40,300in 1989
to $36,700in 1999.

The labor force in California dramatically changed in
composition: From 1990 to May 2002, a net gain of 2.2 mil-
lion non-agricultural jobs occurred; but 75%, or 1,654,000,
of the gain came from the non-productive sectors, retail and
services! The manufacturing sector was decimated with anet
loss of 245,000 jobs (Figure 4).
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FIGURE 3
California: Capital Gains and Stock Options
Taxes as Percent of General Fund Revenue
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TABLE 1

California: Capital Gains and Stock Options
Taxes as Percent of General Fund Revenue
($ Billions)

Revenue From Tax on

General
Capital Stock Fund

Gains Options Total Revenue
1995-96 $1.9 $0.7 $2.6 $46.3
1996-97 3.0 1.0 4.0 49.2
1997-98 4.2 14 5.6 54.9
1998-99 5.2 2.3 7.5 58.6
1999-00 8.2 45 12.7 71.9
2000-01 10.6 7.1 17.7 71.4
2001-02* 4.2 4.0 8.2 73.8

*Estimate
Source: California Department of Finance data.

California Cuts

Hoping to close the growing gap, Governor Davis has
proposed $7.59 billion in program cuts over two years' bud-
gets—FY 2001-02, which ended June 30, and FY 2002-03
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FIGURE 4
California Employment Net Gain or Loss,
Total and by Category, 1990-May 2002
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(Figureb). Ontherevenueside, Davisproposed a$16 billion
package of new loans, shifting special funds, securitization
of tobacco settlement revenues, and tax increases. Pinning
down exactly the amount to be cut in each primary category
of the budget was extremely difficult. But based on one set of
recent datafrom the California Department of Finance, about
$2.45 hillion in program cuts have already been made in the
current fiscal year, leaving $5.14 billion to be axedin the next.
Using this data, 45%, or $2.354 billion, of the new budget
year's cuts will target Health and Human Services (HHS)
programs. For the two-year budget, HHS cuts are 35% of all
Genera Fund cuts.

Thesecutswill decimatetheal ready-weakened saf ety net.
Some 24%, or $1.255 billion, isslated to come out of kinder-
garten through 12th grade, and higher education programs.
Other programs to be hit in varying amounts are youth and
adult corrections, housing, local government, resources/envi-
ronment, and capital outlay projects, among others.

Thereisno question but that the 45% hit against HHS will
severely disadvantage the state’s most vulnerable citizens.
The CaliforniaHealthcare Foundation’ s Medi-Cal Policy In-
stitute released a report discussing the impact of the cuts on
the state' s health-care delivery system. It reports that “more
than half of the General Fund” cutsto HHS programs target
Medi-Cal. Almost $800 million in cuts are planned for this
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Medicaid program servicing low-income, elderly, and disa-
bled citizens. “California already spends less per Medi-Cal
enrollee than any other state Medicaid program,” says the
foundation’ s report. “ The proposed cuts are a blow to coun-
ties, hospital's, physicians, dentists, and otherswho servethis
vulnerable population.”

Davis' budget callsfor arollback of an eligibility expan-
sion program, and to reinstate a quarterly reporting require-
ment, which combined are estimated by medical profession-
als would “reduce the number of low-income adults and
children enrolled in Medi-Cal by nearly 400,000.” The Cali-
forniaMedical Association (CMA) points out, if one addsto
thisthe*7 million uninsured Californians. . . thisimpact will
push the ER [emergency room] crisis to a dangerous new
level.” CMA asserts that “ both cuts[eligibility and provider
payments] mean more patients will be turning up in over-
crowded emergency rooms, which are on the brink of bank-
ruptcy.”

EIR has previously reported that from 1990 to 1999, 50
emergency rooms closed outright in California, while emer-
gency room visits shot up from 8.4 million to 9.4 million.
Davis cutswould reduce paymentsto Medi-Cal providersby
16.7%, putting rates back to the 1985 level. Thiswould cause
many doctor-providers to stop taking Medi-Cal patients or
stop practicing in the state.

Cutsdirected at public hospitalswill hitlow-incomefami-
liesdirectly. Toreduce General Fund outlays, hospitalswould
be required to pay higher feesto participate in the Dispropor-
tionate Share Hospital program, a Federal-state reimburse-
ment program for hospitals that accept Medicaid patients.
Another big cut is a 20% reduction in Medi-Cal funds to
countiesfor their coordinating program casel oads; 2,000 |ay-
offswill result.

The combined impact of low reimbursement levels, the
growing uninsured, and unfunded mandates, such asretrofit-
ting hospitals to meet earthquake standards or maintaining
nurse-patient ratios, compounded by Davis proposed cuts
and a$184 million lossin Federal moniesdueto the Balanced
Budget Act of 1997, means the California healthcare system
is “converging on an overall financial meltdown,” said Jan
Emerson, avice president of the CaliforniaHealthcare Asso-
ciation. The proposed cuts will trigger loss of Medi-Cal’s
matching Federal dollars, and force “hospitals to pare down
programs and services,” the CHA spokeswoman noted.

Imitating Wall Street’s Accountants?

The state’ s budget blowout will strike much further than
health care. In the education area, it is higher education pro-
grams which will carry the brunt of the cuts. The University
of Californiawill lose $162.4 million from various programs;
Cdlifornia State University will lose $50.4 million; and
$103.7 millionwill comeout of the Student Aid, Post-Second-
ary Education Commissions, and Scholarshare Investment
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FIGURE 5
California’s Proposed $7.6 Billion in Budget
Cuts

(% Billions, FY 2001-02 and 2002-03)

Other
$1.60

K-12 Education
$1.77

General
Government
$0.53
Higher
. Education
Corrections $0.81
$0.11 ’

Health and Human Services
$2.77

Source: California Department of Finance, and Gov. Davis’ “May Revision”
Budget Document.

Board combined.

Socia Service programs to get reduced funding include
CalWorks, Foster Care, and Food Stamps, as well as some
cost-of-living adjustments for SSI/SSP Social Security pro-
grams. Three Public Safety programs (Gang, Crime, andVio-
lence Prevention; Spousal Abuser Prosecution; and Depart-
ment of JusticePrograms) aretobecut $12.3 million. Housing
aid for farmworkers and indigents is to lose $14.5 million.
Other local government cuts, in some cases impacting fire
and police services, total about $1.34 hillion.

Governor Davis' $16 billion mish-mash funding schemes
combine “creative” accounting tricks with new taxes. The
state's indebtedness will grow by more than $8.5 hillion in
various ways. For example, it will issue $4.5 hillion in bonds
backed by the state’ s tobacco settlement funds (TSF). Asthe
interest and principal on these bonds must be paid back, the
loan will reduce TSF available for their intended original
purpose—health-care costs—for years to come. Ironically,
Davis also proposed a cigarette tax increase, hoping to raise
$475 million; but thistax could diminish TSFif it resultsin
less smoking!

Another $1.3 billionisdesignated as*fund shifts.” Trans-
lated, this means, in almost all cases, that monies will be
loaned from designated special funds to the General Fund.
The largest such shift/loan, $1.1 hillion, is from the Traffic
Congestion Relief Fund, and must berepaid over threetofour
years. Some $277 millionisto be shifted out of Infrastructure
and Economic Devel opment; and other loan/shifts total over
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$300 million more.

A proposed car tax increase, from $64 to $148 per car per
year, isplanned to raise $1.2 hillion, and atwo-year delay in
net-operating-loss write-offs, to “save” $1.2 billion.

There are some potentially fatal assumptions underlying
this budget. First and foremost is the “imminent economic
recovery” assumption, which says that revenues will rise
again, along with business spending in the high-tech sectors.
Another is that by September or October, agreement will
finally be reached to alow the state to issue $12 billion in
bonds to aid in repaying a $7 billion-plus outlay made to
buy power at the height of the 2000-01 energy crisis. These
bonds have been stalled for over a year, and now a short-
term $7.5 billion revenue anti cipation warrant will be sought,
to avoid default on the state’ s obligation to repay the General
Fund for the “loan” it made to buy the power for its citizens.
Although this is nowhere mentioned in the budget docu-
ments, it is a factor.

The Cdlifornia Legidative Analyst’s Office also argues
that a $600 million overstatement of the General Fund’s re-
serves is factored into the May Revision due to an accrual
issueinvolving bank and corporate refunds. (A small pittance
of the multibillion-dollar accounting errors of the World-
Coms, Enrons, etc., but a $600 million hole nonetheless.)
Theseare but afew.

Budget Brawl 1s Still Ahead

Thelikelihood of an approved budget by July 1 wasslim
to nil, as this went to press. Since the May Revision was
announced, legidativereview, redrafting, and revised budget
plans have been worked on. A joint Senate/Assembly budget
conference committee agreed to restore many of Davis' cuts,
but failed to find new revenues to cover the restorations! In
this election year, disagreement over Davis proposed new
taxes, has provoked typical ideological bickering over the
best way to spread the pain. Democrats propose higher taxes
on high-end income earners, while Republicansdemand quid
pro quo deals on the education funds.

A two-thirdsvote by each houseisrequired to passanew
budget. By June 14, negotiations had halted. The Democrat-
dominated Senate pressed ahead with a vote on June 25 on
their version of abudget which included the hiketo high-end
taxpayers. This failed by one vote. The Assembly will vote
on their version on June 27, but they need four Republicans
in order to have a two-thirds vote, a highly unlikely occur-
rence. The entire proceeding of this huge state whose econ-
omy is one-sixth of the nation’s, eerily mirrors the Federal
paralysis on the same front in Washington, D.C.

Even with a budget, the underlying reality will continue
to maul California, as no one is talking about jump-starting
the physical economy to generatereal wealth and jobs. Asthe
state budget official quoted at the outset noted, “ The unsus-
tainable bubble that formed in the late '90s/early 2000s.. . .
was larger than expected. Bigger bubble equals bigger pop.”
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Indonesia Searches
For a Mission

by Michael Billington

A public debateisraging in Indonesia over the nation’srela-
tionswith the International Monetary Fund (IMF). The Cabi-
net of President Megawati Sukarnopuitri is divided, having
heard calls for acomplete break with the Fund, which drove
Indonesia, from 1998 on, into effective default. The Parlia-
ment has summoned a group of economists to present their
viewson the matter. The pressreflects abroad argument over
the IMF among both elected officials and academics.

Nonetheless, the IMF on June 21 approved the Letter of
Intent submitted by the Indonesian government on June 11,
and released a $358 million tranche of the $5 billion credit
line extended to the country in January 2000.

But thereisahuge el ephant squatting in the middle of the
debating chamber, which no one dares mention, for fear of
challenging the terms of the debate. That elephant is the col-
lapsing U.S. economy, and with the dollar now falling, that
elephant isstarting to stink inaway which isharder toignore.
Several Indonesian leaders cling to the delusion that a U.S.
recovery is going to drive arecovery in Asia. Others claim
that the increasing value of the rupiah, Indonesia’ s currency,
reflects the strength of a “recovery” of Indonesia’s econ-
omy—whereasit is primarily aresult of thefall of the dollar
ininternational currency markets. The debateisnot uniqueto
Indonesia, but Indonesia slargepopul ation, and the huge debt
imposed upon the country by the speculative assault on the
Asian economies in 1997-98 and the subsequent dictates of
theIMF, make Indonesiathe most likely and most vulnerable
target of Argentina-style destructionin Asia.

For reasonsnot yet clear, thel MF-centered financial insti-
tutions in the United States and the British Commonwealth
countries have not yet cracked down as brutally in imposing
austerity on Asian nations as they have against Ibero-Ameri-
can nations. But, the crisisthat Asian nationsfaceisgrowing.
And, U.S. 2004 Presidential pre-candidate L yndon LaRouche
has warned that the dollar collapse can not be put off beyond
Octaober. To prepare for that breakdown crisis requires, first,
that the truth be publicly presented and necessary protective
measures implemented, and, second, that Indonesia act to
assertitsinfluenceinternationally to effect the necessary solu-
tion: the creation of anew world economic system.

DumptheIMF
Indonesian Planning Minister Kwik Kian Gie, whoisalso
deputy chairman of President Megawati’ s political party, the
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Democratic Party of Indonesia-Struggle (PDI-P), reopened
the debate on the IMF in a June 1 speech at a celebration in
honor of the national “pancasila’ doctrine of ecumenical
unity and the promotion of the general welfare, initiated by
Indonesia s Founding Father Sukarno, President Megawati’ s
father. Kwik said that continued subservience to IMF condi-
tionalities would lead the country to further economic bank-
ruptcy and disorder. He called for a national movement to
regain the country’s greatness, asking if the nation were not
capable of rebuilding its national integrity and regaining the
sovereignty and honor of the nation.

Kwik’s cal for severing ties with the IMF at the end of
the current contract, at the end of this year, was supported
by Vice President Hamzah Haz and Speaker of Parliament
Amien Rais. Coordinating Minister for the Economy Doro-
djatun Kuntjoro-Jakti, who is responsible for negotiations
with the IMF and other international financial institutions,
defended cooperation with the IMF, but President Megawati
has not spoken out on the debate. Although there are rumors
of a Cabinet shift to deal with the “split,” it is also possible
that the government prefersthat both, contradi ctory positions,
remain on thetable.

There is some truth being told. President Megawati at-
tended the UN World Food Summit in Rome in June, where
shehit directly on thereality that the cause of the vast starva
tion sweeping the globeisthe unpayabl e debt burden. “With-
out an effective solution to the debt problem and flexibility
by financing governments and institutionsfor debt reschedul -
ing, | am afraid the effortsto fight poverty and to bring about
food security will only become even moredifficult,” shesaid.

Former Finance Minister Rizal Ramli, one of the most
astute economists in Indonesia, in an op-ed in the Jakarta
Post, warned that economic policy isdominated by “ an exces-
siveeuphoria,” which may keep consumer confidence up, but
“can be dangerous, asit creates conditionsfor asudden shock
or surprisethat is disadvantageousto al of us.” Hereviewed
the facts of the Indonesian economy: The budget deficit for
thefirst quarter of 2002 more than doubled the target of $300
million; growth in the first quarter fell to 2.15%, from 3.4%
in 2001 and 4.8% in 2000; growth forecasts for 2002 of 3-
4%, if reached, would not even absorb thegrowthinthework-
force, adding to the already horrendous unemployment rates;
foreign direct investment has fallen by 60% in the first four
months of 2002, despite substantial speculative portfolio in-
vestmentsin the stock market; domestic investment also fell
by 30%; and non-oil exportsfell by 9.6% in the first quarter.
Even the rate of increase in consumption, rising from the
depthsfollowingthecrash of 1998, hasfallen by half thisyear.

The Debt Weapon

However, the deal signed with the IMF does not signify
that the government has capitulated to all the IMF demands
and conditiondlities. In fact, Indonesia has, to some extent,
used the “debt weapon” in its negotiations with the interna-
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tional lenders, telling them that, since Indonesia cannot pay
the debt service anyway, they must grant the nation amorato-
rium. Minister Dorodjatun negotiated a moratorium on both
principal and interest payments on the foreign debt during
talks with the Paris Club of lender nations and the London
Club of private lendersin April and May.

Other measures out of keeping with IMF demands have
also been grudgingly tolerated, such as the refusal to carry
through with an agreement to sell Bank Niaga (one of the
many banks taken over by the government during the 1998
crisis), when the bids received were but a small fraction of
the market vaue of the ingtitution. The IMF sent Minister
Dorodjatun aletter insisting that the country proceed with the
sale, and severa others scheduled for thisyear, regardless of
the price offered. Nonetheless, the government scrapped the
sale, and announced that it would offer 20% of the company
through stock offerings, and only then proceed with offersto
(mostly foreign) strategicinvestors, and only at an acceptable
price. A similar policy will be followed in subsequent bank
sales.

The Legacy of theIMF

The moratorium on the foreign debt service will not even
solve the short-term debt problem, however, because the
problem of the domestic debt is equally as serious as that
of the foreign debt. In an interview with EIR on June 19,
Indonesian economist Sri Mulyani Indrawati, an adviser to
the previous government and a professor at the University of
Indonesia, explained that the government had no significant
domestic debt before the 1998 crisis. After the speculative
attack on the currency, which devalued the rupiah more than
threefold, the IMF, she said, demanded that 16 of the most
troubled banks be shut down. “ That created what you would
call an ‘unexpected response’ from the people. The people
saw the banks not only as banks, but, because the banks were
owned mostly by people connected to President Suharto at
that time, the trust of the people in the whole banking system
wasdestroyed. It wasavery messy process, of course, because
then the government had no option. . .. The situation was
creating a systemic panic among the depositorsin Indonesia,
which would collapse the whol e banking system. So that was
the beginning of why the government imposed the blanket
guarantee and the subsequent policy [of government takeover
and recapitalization of the banks] which created the domes-
tic debt.”

The result was that more than $73 billion in government
bonds was provided to domestic banks to recapitalize and
meet Bank for I nternational Settlements’ standards. The gov-
ernment must now makeinterest paymentsto the banks hold-
ing the bonds, amounting to about $7 billion per year. Of
course, these payments do go into the Indonesian economy
and stimul ate growth—unlessthebanksare sold of f toforeign
bidders, which is exactly what the IMF demands, no matter
how low the price. In fact, Planning Minister Kwik strongly
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opposed the saleof Bank Central Asia(BCA) toaU.S. specu-
lative outfit called Farralon, precisely because the sale price
was less than the $480 million in interest payments that the
government must pay out to the bank every year on the bonds
held by the bank, bondswhich were loaned to the bank by the
government in thefirst place! Infact, the government payout
toaforeign owner onthe BCA bondsaloneisgreater thanthe
annual loans received from the IMF.

Sri Mulyani believesthat servicing the combined foreign
and domestic debt of Indonesiais simply unsustainable, and
thetemporary moratorium does nothing to solvethe problem.
“1 think, definitely, that theinternational financial architecture
needs to be improved or redesigned,” she told EIR. “There
hasto beroom to create an opportunity for adevel oping coun-
try like Brazil, Argentina, Indonesia, or China (which is not
suffering yet, but nobody knows how long they can continue
growing likethis), when they haveto make adjustments. That
should be done in a situation that does not create unfair pun-
ishment, because usually thecrisiscomestogether with politi-
cal change. . . . In that kind of situation, to force the country
to go through an adjustment process is very difficult, and,
predictably, almost every country will fail.”

Most important, Sri Mulyani, who received her PhD at
the University of Illinois, and is now a Visiting Professor
at Georgia State University, recognizesthat the United States
is facing a crisis not dissimilar from that facing Indonesia
Asked about EIR Founder LaRouche's view of the “delu-
sion” of arecovery, she said: “The confidence crisis[in the
U.S. economy] is actually quite serious. It depends on how
strong the authorities—and especially with the U.S. being
the so-called policeman of the global system—can work to
correct the weaknesses, including the accounting and the
CEO behavior. It involves a lot of significant companies
that are symbols for the system itself. A government that
tries to influence the economy by putting more money
through fiscal or monetary policies, can rescue the economy
in the short run, yes, but in the long run, the sustainability
of any recovery will depend on the fundamentals. ... The
attitude in judging the price of stock can create a bubble,
and can burst in a very short time. If what happened in
Indonesia in 1998, where everyone lost confidence in the
system, not just due to economic factors, but also political
factors—that can happen, even in the U.S,, if you have a
leadership problem. If you have a very severe political prob-
lem, it may happen, like a doomsday scenario.”

To reach us on the Web:
www.larouchepub.com

EIR July 5, 2002



Lessons of the Lautenbach Plan

A Reconstruction Program for Germany
In a Time of Global Systemic Crisis

by Helga Zepp-LaRouche

Helga Zepp-LaRouche, Chancellor candidate of Germany’s
Civil Rights Movement Solidarity party (BuSo), issued this
campaign statement in late May. It was published in the
weekly Neue Solidaritat (No. 22), and has been trandated
fromthe German.

“Miceare dancing on thetable,” isan expression that comes
to mind upon examining the current situation in Germany.
They’ve really danced up a storm in Berlin. To be precise,
the city has thrice the per-capita debt as Argentina, and its
municipal functionaries are no longer able to deliver legally
mandated social services and obligations; but thisisn’t stop-
ping them from enjoying themselves as party boys and girls.
The problem is not just in Berlin, but in the entirety of Ger-
many, that no one has any concern for the general welfare:
not for the creation of jobs; not for small and medium-sized
industries and agriculture; not for the education of our youth;
not for the health system; nor for maintaining the dignity and
welfare of the elderly; not for the national defense—thislist
could go on and on. What is it that the politicians of the
established parties worry about? Their own self-interest.

Y et everyone sees the handwriting on the wall. The dra-
matic collapse of Deutsche Telekom only reflectsthe general
problem: Germany isconfronted with asystemic crisiswhich
has both global-strategic and existential implications. And
the crux of the matter hinges precisely on the fact that none
of the parties represented in the Bundestag [lower house of
parliament] is capable of recognizing the systemic character
of thecrisis. Onthecontrary, thedogmathat the“free-market
forces’ will alwayssomehow or other certainly regenerate, is
part of the political credo of them all. But, whoever hysteri-
cally refusesto recognize the systemic character of thecrisis
will, of course, not find asolution for it either.

Incertain historical situations, the established institutions
all too obstinately cling to their ordinary habits of thinking,
even when these habitsincreasingly comeinto collision with
reality. In such cases, the initiative of a new way of looking
at the world, a new theoretical grasp of the problem, and a
correction of the axiomatic assumptions can only come from
outside of the established party landscape. Such an historical
situation iswhat we have today in Germany.

EIR July 5, 2002

The Causesof theCrisis

We find ourselves today in the concluding phase of a
systemic collapse of the world financial system. The ungov-
ernability of Argentina, the banking crisis and depression in
Japan, are therefore only mild forbodings of that which is
about to threaten the entire world economy in a short time,
with the possible exceptions of China and India. There will
bemany “Enrons’ and, withthemtheMittelstand [ Germany’ s
small and medium-sized productive sector], which morethan
anything is the centerpiece of German industry, threatens to
break down. The inevitable collapse of the dollar will bring
theentire architecture of the global financial and trade system
crashing down.

Exactly asin the 1930s, a dynamic toward world war is
threatening to develop out of thiscrisis. Just asit was at that
time, there are forces who think in terms of geopolitical cate-
gories and who are attempting to ward off the crisis through
re-armament programs. Therefore, it isurgently necessary to
point out the present parallels, but also the differences of the
situation of 1929-33, and above all to emphasize the pro-
foundly pressing importance of the proposals put forth by the
economist and adviser to the national Economics Ministry
Dr. Wilhelm Lautenbach, at a secret 1931 conference of the
Friedrich List Society.

However, before we turn to the possibilities for solution
of the crisis, we must consider its causes, which are not some
kind of errors of thelast oneor two years, but rather the result
of aparadigm shift which was been in progress for about the
past 35 years.

It began sometime in the middle of the 1960s with the
Wilson government in Great Britain and the Johnson Admin-
istrationinthe United States systematically transforming eco-
nomic policy from a production orientation to a consumer
orientation—a change which finally seized hold in continen-
tal Europe, too.

Further neo-liberal stepsfollowed, such asthedecoupling
of the dollar from gold and the introduction of a floating
currency exchange ratein 1971, the artificia oil pricerise of
1974-75; as well as, between 1977 and 1981, awhole series
of measures toward “controlled disintegration of the world
economy” under Carter and Brzezinski. As part of thistrans-
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formation were comprehensive deregul ation measureswhich
radically shifted the character of society on both sides of the
Atlantic, from the economic paradigms which had repre-
sented the basis for the successful reconstruction of Europe
after 1945.

Over along period of time, these changesundermined the
spirit of reconciliation and cooperation among nations, such
as, for example, were characteristic of the collaborationin the
European Coal and Steel Union of Jean Monnet, or between
Konrad Adenauer and Charles de Gaulle. John F. Kennedy's
famous Berlin speech was likewise an expression of this
friendship between peoples. Shortly after the murder of Ken-
nedy, and above all the “ utopian” war of the United Statesin
Indochina, tensions devel oped in rel ations between continen-
tal Europe and the English-speaking countries, tensions
which reached a temporary high-point during the Carter/
Brzezinksi Administration.

Instead of using the golden opportunity of thefall of Com-
munism in Eastern Europe in 1989 for a completely new
definition of East-West relations, the earlier Bush Adminis-
tration saw a chance, in the beginning of the breakup of the
Soviet Union, to consolidatethe status of the United Statesas
the single remaining superpower, and to build up anew world
empire, a trend that would be only temporarily toned down
during the intervening Clinton years. The Thatcher-Mitter-
rand-Bush combination forcefully blocked the reunification
of Germany, through imposing the Maastricht Treaty and the
introduction of the euro. Since the breakup of the Soviet
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Helga Zepp-LaRouche
(right), Chancellor
candidate for the Civil
Rights Movement Solidarity
party (BuSo): “ The BuSo
must become a determining
agency in shaping German
policy, and it must
accordingly be elected to
the Bundestag, even though
thiswould be a great shift.”

Union after 1991, the economic situation in Europe greatly
worsened, not least through the implementation of the neo-
liberal “reform policies’ inthe states of the former Comecon
[Soviet-eratrade bloc], exactly asin the newly admitted Ger-
man Federal states.

Avowed Atlanticists in Europe during this period had to
go on record and complain about aclear changein transatlan-
ticrelations, that many of theyounger Senatorsand Represen-
tativesintheU.S. Congresshad certainly moved considerably
away from the common values that once bound together the
Atlantic Alliance. From the European side, thefear increased,
thepolicy of the United Stateswasopenly criticized, andthere
was simultaneously a rejection and resistance against these
policies on many points. The unclear circumstances of the
most recent election in the United States, and the increasing
disregard for human rights since then, have without a doubt
heightened these tensions.

As aready mentioned, the present sharpening of the
global systemic crisisistheresult of an“experiment” that has
been ongoing for around 35 years. If the governments of the
Group of Seven actually declare the trends underlying this
experiment to beirreversible, thenit will unquestionably lead
to a genera collapse, and indeed to a further deterioration,
just as occurred during the 1929-33 interval.

What will take itstoll, is the result of 35 years of prefer-
ence for speculation to the detriment of production: a society
inwhich all too many people no longer base their identity on
their professiona performance and the quality of thiswork—
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what they produce—but rather in the unbridled enjoyment of
the here and now, in the leisure society. Important areas of
basicinfrastructurearecriminally neglected, fromtransporta-
tionto power generation, and aboveall in the educational and
health systems. Many agricultural enterprises seethemselves
as done for. Branches of industry that are vitally important
are facing destruction, and above all, the Mittelstand, the
small and medium-sized industrial enterprises, are being
mowed down. The psychological effect of al these develop-
mentsupon alarge portion of our youth, who look around and
seeonly anuncertainfuturefor themsel veswithout significant
hope, isvery grave.

Even if one considers the deficiencies and injustices
which certainly existed in the years of rebuilding after the
Second World War, and the “economic miracle” years, till
this period from 1945 to 1965 was a resounding success, if
one comparesit to the disaster of the last 35 years.

L essonsof History

In fact, the present situation points to similarities to the
one in which Dr. Lautenbach presented his policy, at hisfo-
rum of the List Society in 1931.

First of all, however, one potentially positive aspect of
the specific strategic situation of Germany intheworld today,
ought to beemphasized. Germany’ s success depends upon its
ability to export 30-40% of its production to an expanding
market—above all inthe form of high technology and capital
goods—and this has been the case since the end of the 1870s,
as a consequence of theindustrial promation policies of Bis-
marck. The obvious partners for Germany today are above
al Russia, China, and India, al of which are the kind of
developing marketswhich arein great need of expanded tech-
nology.

Such arole asan “export locomotive” isnot just decisive
for Germany aone, but isthe basis of theintertwining of the
German with the continental European economy, evenfor the
other European states. During the last decade, very much of
thispotential has been destroyed. One only hasto think of the
many long-standing, traditional firms which no longer exist,
not only from the former West Germany, but aboveall, ironi-
cally, even from the new German states. Without adoubt, the
best way to stop the collapse of the real economy in Germany
continues to be one in which Germany wereto place itself at
the apex of Europe, within the context of long-term economic
development of Central Asia, China, and India.

How issuch an export initiativeto be brought about? The
solution lies completely apart from the austerity policies of
Finance Minister Hans Eichel, who, with each new round of
budget cuts, destroys more and moreindustrial capacitiesand
jobs, and thus, each time, the hole in the tax-collection Kitty
growslarger andlarger. It wasprecisely against such austerity
policies of Briining and von Papen in the 1930s, that Dr.
Lautenberg counterposed his plan.
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He propounded in principle the same reconstruction pro-
gram as that with which Franklin D. Roosevelt successfully
led the U.S. economy out of the Depression after 1933.
L autenbach turned away from thetypical foolishnessof mon-
etarist policy, which deems it to be necessary under crisis
conditionsto balance the budget through cutsin government
expenditures. Through such a policy, it ought to be really
clear that one saves neither an industrial enterprise nor an
economy from bankruptcy, if one drives production so far
down, that current costs can no longer be covered. But since
the monetarist ideologues only look at things and figure
through the lens of a bookkeeper, by being able to cut costs
toincrease“ profit,” they areblind to the productive economy
assuch. Austerity policiesinacrisissituationarethemedicine
that takes away the patient’ slife.

Precisely because, under the simultaneous conditions of
depression and world financial crisis, purchasing power col-
lapses and the ordinary market mechanisms no longer work,
Dr. Lautenbach argued that the exact opposite were required.
That likewise today the market mechanisms are no longer
functioning, one could already see in 2001, when even the
lowering of interest rates 11 timesin the United Statesdidn’t
even have the slightest positive effect on the real economy.
Overcoming the depression, per Dr. Lautenbach, were only
possible if the state were to provide stimulus financing to
those areas of the economy which onewould also investin if
the economy were going well, and through which genuine
capital formation results. Theobviousareafor such statecred-
its is the reactivation of unemployed labor power and idled
industrial capacities for the construction of economic infra-
structure, which then represents the engine for ageneral eco-
nomic expansion and asurge of productivity.

Sinceeachincreasein the per-capitaproductivity of labor
power depends upon the application of scientific and techno-
logical progressin capital-intensiveinvestments, itisobvious
where the pathway out of the economic crisis for Germany
and Europe hasto be.

TheBuUSo'sVision

Thus, sincethefall of the[Berlin] Wall in 1989, and with
greater intensity sincethe 1991 collapse of the Soviet Union,
| have propounded atwofold reconstruction programfor con-
tinental Europe and its partners in East, Central, and South
Asia: the program of the Paris-Berlin-ViennaProductive Tri-
angle and the Eurasian Land-Bridge.

First, wewill need ageneral reorganization of the present
world financial system, a New Bretton Woods that corrects
all of the errors of the last 35 years, such as the introduction
of floating exchange rates; this necessitates also cancelling
the mgjority of the debt, or transforming it into long-term
credits at low interest, and cancelling derivatives contracts
without compensation.

Second, wemust unlock the economic potential of Eurasia
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through a coherent system of so-called “development corri-
dors.” These involve the construction of integrated high-
speed railways and highways, and the waterways growing
from these traffic arteries, as well as energy production and
distribution, communi cations, and water-supply projectsthat
create the preconditions for the establishment of agriculture,
industry, and new cities. Through these corridors, the pre-
viously land-locked areas of Eurasiawill beableto obtainthe
same advantages of location as have areas with accessto the
seaandtorivers.

Contrary to those conditions found under colonialism,
these transport routes are not for the purpose of facilitating
the export of these countries' raw materials, but rather they
areintended to create the preconditions for uplifting the pro-
ductivity at thefrontier, in order toraiselocal living standards
and purchasing power. In the face of the enormous expanses
and thegreat population of the Eurasian continent, thismeans
that agreat demand for importing advanced technol ogies wil
continue to befelt there for quite along time to come.

Provided that wein Germany and Europewant to achieve
productive full employment again—and this alone signifies
for us the creation of around 8 million new jobs—we must
create long-term, cheap credits for exports into the Eurasian
countriesthat have urgently called for our technological assis-
tance. If thispolicy isprojected for at least two decades, then
we would turn back to those healthy economic strategies
which were the basis for the reconstruction of Europe after
1945.

Chinaisobviously the greatest expanding market for our
exports, though India represents a similar potential. If one
merely pictures within one’s mind the vast scale of Eurasia
and the various climatic conditions, such as the Russian
North—a region of immense potential wealth—then it be-
comesclear that thetask of thecentury ahead, Eurasia’ sdevel-
opment, can only beaccomplished if thescientific potential of
Russia, Ukraine, and East Europe are universally mobilized.

The realization of the Eurasian Land-Bridge is a vision,
granted. Without a vision, however, we will not get out of
this crisis, for the pragmatism of the established parties has
brought us directly into the plight that we are now in. If Jean
Monnet werestill alivetoday, hewould bethefirst tomobilize
for this perspective.

The economic development of Eurasia, which at the same
timerepresentsan actua policy of peace, naturally meansthat
the federal government’s policies must change. The BiiSo
must therefore become adetermining agency in shaping Ger-
man policy, and it must accordingly be el ected to the Bundes-
tag, even though this would be a great shift. Therefore, |
entreat your support and active collaboration.

It may be argued that, within the present-day reality of
Germany, this is not possible, that the leap is too big, the
obstacles too many, the proposed measures too drastic. To
this | can only answer that a sudden drastic collapse of the
economy and the social conditions of society is unavoidable
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if the current policiesare continued. Without drastic measures
which lead us back toward the social paradigms of the period
from 1945 to 1965, Argentine conditionswereamild descrip-
tion of that which awaits us.

Documentation

The Lautenbach Plan

Had the policies of economist Dr. Wilhelm Lautenbach been
implemented in Weimar Germany, the economic crisiswould
have been overcome, and Adolf Hitler would never haverisen
to power. But Anglo-American financier backing for Hitler
and Hjalmar Schacht blocked the realization of Lauten-
bach’s program.

Lautenbach (1891-1948) was a high-level official in the
Reich Economics Ministry, and a member of the Friedrich
List Society. List (1789-1846), a German-American, was a
theoretician of the American System of political-economy,
whosewor k hasbeen nearly erased fromhistory by theBritish
free-trade zealots who support List's arch-enemy, Adam
Smith. Itisonly thework of the LaRouche movement inter na-
tionally, that hasrestored himto hisdeserved placeinhistory.

The following discussion of Lautenbach’s plan is
abridged froma speech by EIR European Executive Director
Michael Liebig, to a conference of the Schiller Institute in
Reston, Virginia, on Feb. 14, 1999. Thefull text of the speech,
whichwastitled“ Von Schleicher, the Schroder-Schacht Plot,
and Hitler’s‘Legal Coup,” " wasin EIR, March 5, 1999.

On Sept. 16-17, 1931, a secret conference was held of the
Friedrich List Society in Berlin. Thetheme of the conference
was the possibility and consequences of expanding the issue
of credit, in order to boost German economic activity under
conditionsof theworld economiccrisis. Inadditionto Reichs-
bank President Dr. Hans L uther, some 30 |eading economists,
bankers, industrialists, and economic politicians partici pated.
The keynote speech was delivered by Dr. Wilhelm Laute-
nbach. . . . His memorandum wastitled “ The Possihilities of
Boosting Economic Activity by Means of Investments and
Expansion of Credit.” Hewrotethere, “ Thenatural coursefor
overcoming an economic and financial emergency” is* not to
limit economic activity, but to increaseit.”. . .

With respect to an economic emergency characterized
by depression and/or the collapse of the financial system, he
called it a “paradoxical condition,” since “despite curtailed
production, demand is less than supply and thus leads to the
tendency to decrease production further.” Under conditions
of depression, there are normally two economic policy reac-
tions. Thefirst isa policy of deflation: The budget deficit is
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reduced by cutting state expenditures, and prices and wages
are lowered. At the same time, credit is restricted. If credits
are not curtailed, low interest rates would lead to an outflow
of foreign capital, which endangers the exchange rate and
produces till greater scarcity of available capital for the do-
mestic economy. Lautenbach thought it was practically im-
possibleto reduce taxesin adepression, because the tax base
had already contracted and public budgets were aready
strained for resources. All of these measures, according to
Lautenbach, produce “new and large losses of capital for the
individual entrepreneur in commerce and industry,” making
them“uncompetitiveandinsolvent,” compellinga“ reduction
of production and large-scale layoffs of the workforce,” and
also leading to “adeterioration of the status of the banks.”

The reduction of public expenditures is doubly counter-
productive, sincepublic contractsand masspurchasing power
are further reduced. The reduction of wages has an initially
favorableeffect upon exports, but it causesafar greater reduc-
tion in demand in the domestic economy. “ The adjustment to
reduced demand by correspondingly reducing prices causes
losses. . . and drawsadditional reductionsof productioninits
wake.” Thethusadditionally growing unemployment, effects
an accel eration of the downward spiral of the economy. Thus,
Lautenbach argued, the deflationary policy will “inevitably
lead to compl ete economic and political catastrophe.” But, in
a depression, there are “surpluses of commodities, unused
production capacities, and unemployed labor.” Theuseof this
“largely unused latitude for production” is “the actual and
most urgent task of economic policy anditissimpleto solve,
in principle.” The state must “produce a new national eco-
nomic demand,” which, however—and this is the condi-
tion—"represents a national investment for the economy.
One should think of tasks like . .. public or publicly sup-
ported workswhich signify avalue-increasefor the economy
and would have to be done under normal conditions in
any case.”

Then Lautenbach poses the question: “Since long-term
capital is neither available to us on the foreign, nor on the
domestic market, how are such projectsto be financed?’” And
he adds, that “ reasonabl e public works are already neglected
due to the empty treasury in times of deep depression.” If
there is no possibility to finance the projects through the
(empty) state treasury, or through the capital markets, “the
conseguenceto bedrawn, ought notto be, that itisnot possible
torealize projects of this sort.”

But how isit possible? Lautenbach makes the initial ob-
servation, that “liquidity is chiefly atechnical organizational
issue. Banks are liquid when they are sufficiently supported
by the Reichsbank.” Lautenbach proposes that the Reichs-
bank givethebanksa"“ rediscount guarantee” for thebondsfor
financing “economically reasonable and necessary projects.”
Once afirm had acontract from astate agency for therealiza-
tion of a project, it would get a credit line from its bank, to
pay for newly employed workers. While first using existing
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machinery and inventories, the firm soon would also buy new
and additional raw materials, and also capital goods. As the
project’s realization progresses, the state agency will issue
promissory notes to the contracting firm, for which the firm
will get cash from its bank. The bank, in turn, will receive
cash from the central bank, due to the rediscount guarantee.
The central bank will prolong the promissory notes, until the
general economic recovery hassufficiently improved tax rev-
enues, so that the state can redeem the notes.

Short-term credit financing, by means of discountable,
prolongable bonds for creating jobs and investments, has a
direct and an indirect effect. The realization of the projects,
financed by credits, signified an increase of production, with
the productive utilization of machines, raw materials, and
operating materias. The financial situation of the businesses
would relax, and thus also, the situation of their banks, and
the demand for capital goodswould increase. Thereadlization
of the projects on credit, would entail payment of wages to
newly engaged |abor, whichwould havethe effect of generat-
ing additional demand for consumption goods.

L autenbach proceeded ontheassumption, that “ the stimu-
lating effect of the primary credit expansion” for financing
infrastructureprojects, would effect “ astimul ating movement
intotal production” inthe economy. Theinitial boost of infra-
structure and investment projects would lead to the “upward
conjuncture” of theentireeconomy. The utilization of unused
capacities of production would have the effect of increasing
economic productivity. The improvement of tax revenue
would enable the state to shift to along-term management of
theorigina liquidity provided to pre-financethe projects. . . .

In summary, Lautenbach says, “By means of such anin-
vestment and credit policy, the disproportion of supply and
demand on the domestic market will be alleviated and thus
total production once more provided with a direction and a
goal. If weneglect to undertake such apolicy, wewill inevita-
bly be heading in the direction of continuing economic disin-
tegration, and acompl ete disruption of our national economy,
into a condition in which, then, in order to avoid domestic
political catastrophe, one will be compelled to undertake a
strong increase of new short-term public debt for purely con-
sumptive purposes, while today we have the instruments, by
means of utilizing this credit for productive tasks, to bring
both our economy and our public finances into balance once
more.”

[0 LAROUCHE IN 2004 [J

www.larouchein2004.com

Paid for by LaRouche in 2004.
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Business Briefs

Public Health

L os Angeles County
SashesMedical Care

Los Angeles County, in a scramble to cut
costs, is planning to close 11 of 18 hedlth
clinics, the six clinics in Los Angeles
schools, and is carrying out significant cuts
ininpatient servicesat the High Desert Hos-
pital, theLosAngel esTimesreported on June
18. The county also plansto reduce its con-
tractswith private clinicsby 25%. In all, the
proposed cuts arein facilities which handle
350,000 patient visitsannually; they will en-
tail the loss of at least 4,600 jobs.

The cuts are part of a plan presented to
the County Board of Supervisors by the
Health Department, and are based on the ex-
pectation of an $800 million deficit by 2005.
A similar planwaspresentedin 1995, but the
cuts were prevented by a $1 billion bailout
by the Clinton Administration. With both
Federal and state deficits growing, there is
no possibility of another bailout this time
around.

According to Dr. Thomas Garthwaite,
the new health director for the county, “The
exercise we're going through here is to try
and balance a budget, not meet the health
careneedsthat existin Los Angeles County.
... It's not like we're meeting those a-

ready.”

Globalization

Export Collapse Hits
Singapore Job Market

Singapore's exports declined by 6.8% in
May, compared to ayear ago, the Singapore
Straits Times reported on June 18. Exports
of Singapore-madegoods, excludingoil, fell
t0 $7.99 billion for the month—much worse
than the 1.5% drop analysts expected.

Exportsto the United States were down
3.8%, to the European Union down 33%, to
Malaysiadown 2%, and to Japan down 21%.
The only bright spot was a 47% jump in
goodsto China.

Asaresult of the declining global econ-
omy, Singapore has lost 42,464 jobs in the
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last five years, many from the disk-drive,
home electronics, and computer sectors,
with no expectation of acomeback. Thetotal
population in the city-state is only about 3
million. TheNational TradeUnion Congress
issued areport, which saysthehigher cost of
labor and land has led to those jobs going
elsewhere in the region, with China as the
top destination, followed by Indonesia, Ma-
laysia, and Thailand.

The report collated information from
unions at 18 companies that had conducted
large retrenchments between Jan. 1, 1997,
and May 31, 2002. Half the companies had
closed their Singapore operations; the others
had relocated al or part of their production
facilitiesto other countries.

Hardest hit was the disk-drive sector,
which accounted for 9,000 lost jobs, or 21%
of jobslost in the five-year period.

Corporate Reform

Lying Lazardd
Rohatyn OffersPlan

Former Lazard Fréres Managing Director
Felix Rohatyn added hisvoiceto thecall for
“corporate reform,” in an op-ed in the Wall
Street Journal onJune24. Assertingtheneed
for “independent” corporate directors, Ro-
hatyn calls for the establishment of “acadre
of truly independent directors—selected
fromalist of qualified former executivesand
academics.” Major institutional investors,
he says, shouldinsist that corporations put at
|east one member of the pool on each board.

Rohatyn also callsfor prohibiting public
accountants from doing consulting work.
Whilesaying“wehavegonetoofarinadere-
gulatory direction,” Rohaytnassertsthat “re-
enacting Glass-Steagdll is a non-starter,”
and settlesinstead for the policing of invest-
ment banks and their securities analysts to
prevent abuses. Finally, Rohatyn calls for
the reform of the stock-option process, sug-
gesting that stock grants replace stock op-
tions, sothat therecipients’ “interestswould
be aligned with the shareholders’ from the
day of the grant.

Implicit in Rohatyn’s proposal isthe as-
sertionthat the current scandal saretheresult
of failuresin“corporategovernance,” which

require more professionalism and a tweak-
ing of therulesto protect sharehol der values.
In fact, as EIR has shown, it is the looting
which occurs under the euphemism of
“shareholder values’ that is the problem.
Theproblemisnot bad management, but the
Dope, Inc. takeover and bust-out of the U.S.
economy, something well known to Felix
and his “fixer” friends. (See Lyndon H.
LaRouche, Jr., “ Rohatyn Must Not Duck the
Issue,” EIR, Aug. 31, 2001.)

National Economy

Windsof Change
Blowing In Kenya?

“Abandoned by Donors, Kenya Learns To
Think,” wasthetitle of an articleinthe Nai-
robi East African on June 17, reporting on
Finance Minister Chris Obure’s budget,
which did not assume any donor funds from
the “international community.” It is being
acknowledged to bea“ survival budget.” In-
cluded in the budget is the highest deficit
since Independence ($405 million) “to plug
the giant hole in the budget left by the
donors.”

Kenyan Vice President George Saitoti, a
former FinanceMinister, joined Membersof
Parliament in praising the move, and said
that the “historic” move wasin the right di-
rection, “that donor dependency will not
help us.”

In parliamentary discussion of the
budget, Water Development Minister
Kipn'genoarapNgeny calledfor thegovern-
ment to emulate the United States and the
European Union, by protecting domesticin-
dustries. Heinsisted that opening upthemar-
kets to multinational companies had proven
disastrous to local industries. When he was
challenged to explain why, asaminister, he
waschallenging government policy, hesaid,
“1 am giving advice, not criticizing.”

The Kenyan government announced on
June19that itiscommitted to saving thetex-
tileindustry from collapse. Tradeand Indus-
try Minister NicholasBiwott calledfor ahalt
to theimport of cheap materiasthat are de-
priving local producers of a market for
their goods.

There is aso strong ferment from local
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playersin the Kenyan shipping industry for
immediate government action to protect
that industry. The Association of Clearing,
Warehousing, and Freight Forwarders of
Kenya and the Kenya Ship Contractors As-
sociation are among the bodies up in arms
over the fact that in recent months there has
been a complete takeover by international
shipping companies operating at the port of
Mombasa. KSCA Chairman Zakayo Cherui-
yot accused executivesrepresenting interna-
tional shippinglinesat the Mombasaport, of
forming cartels aimed at controlling ship-
ping activities.

A columninthedaily Kenyan paper The
Nation on June 18, by Noelina Nabwire,
notes that “President [Daniel arap] Moi's
Madaraka Day statement that Kenyans
should go back to the drawing board and re-
think liberalization policies could not have
comeat abetter time.” In this June 3 speech,
Moi said it was clear that Western countries
and their multinational corporations are in-
capable of discerning the plight of the poor
countries, andthat it isessential that therebe
independent discussion among African
countries on how to develop their econo-
mies. Inlight of thefact that the“ agricultural
sector remains the backbone of most of our
economy, and the majority of our peoplede-
pendonitfor our livelihood,” President Moi
said, “we need to go back to the drawing
board, and come up with ways and means of
salvaging our agricultural sector; it may be
necessary for us to take a few steps back-
wards to protect our agricultural sector.”

Energy

Italy Suffers Result of
Nuclear Power Ban

With an unusually hot Spring and Summer
putting a high demand on electricity for air-
conditioning, Italy faces the possibility of
power blackouts, due to its foolish political
rejection of nuclear energy. On June 18,
electricity consumption reached a peak of
more than 50,000 megawatts. During the
World Cup soccer championship game that
day, an increase of 4,000 MW consumption
wasrecorded, requiring thenational supplier
to deploy the full power available.
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Italy depends heavily on oil and gasim-
ports to produce its electricity, since it re-
nounced nuclear power in 1987 through a
popular referendum. This resultsin a heavy
load on the balance of trade (50% of Italy’s
import bill isoil andgas). But Italy’ sproduc-
tion capacity is aso insufficient, and there-
fore, ironically, the country isforced to im-
port 20% of itselectricity fromitsneighbors,
including nuclear-produced  electricity
from France.

The Italian government has sped up pro-
cedures to build new conventional power
stationsto avoid ablackout crisisinthe near
future, and some sections of the coalition
government are boldly suggesting a review
of the anti-nuclear decision. Industry Minis-
ter AntonioMarzano, however, saidrecently
that public opinion has not yet matured, and
it would take another ten yearsfor peopleto
accept nuclear energy.

Argentina

[t'sNot ‘Contagion,’
Says Finance Minister

Argentine Finance Minister Roberto La
vagna said that the crisis now ripping apart
most of Ibero-America s economiesis mis-
characterized as “ contagion,” since the real
problem isaglobal systemic one. Speaking
before 200 businessmen from the Grupo
Brasil, the influential group of Brazilian
companies operating in Argentina, he said
that what itisreally dueto, isthe“non-func-
tioning of theinternational financial system,
which, since the decade of the 1990s, has
provoked a series of crises, including in de-
veloped countries.” So, “to speak of conta-
gion[fromtheArgentinecrisig],isthewrong
way to describe the situation.”

Lavagna explained that “the problem
generating this crisis, is that there has been
no differentiation between fixed or direct
foreign investment, and speculative invest-
ment, which entersacountry for the purpose
of making quick profits.” Lavagna, who was
about to depart for Washington for negotia-
tionswith the International Monetary Fund,
said that “ bubbles at the country, sector, and
company level . . . lead to big destruction of
economic value.”

Briefly

RUSSIAN SCIENTISTS marched
on Moscow to protest “the desperate
state of affairs in Russian science,”
the BBC reported on June 24. Some
150 people set off on athree-day trip
on foot, from a research center 62
miles to the south of Moscow, and
held a rally at the Russian govern-
ment on June27. “ Russia shudgetary
spending on science has decreased
twofold in the past six years, and is
now |lessthan abudget of asinglema-
jor Western university, theorganizers
of thescientists’ protest say,” accord-
ing to BBC.

IBERO-AMERICA will have zero
growth for 2002, according to the
Economic Commission of Latin
America and the Caribbean, an
agency of the United Nations.
ECLAC's Secretary General Jose
Antonio Ocampo warned of the* con-
tagion” of the Argentine crisis. His
agency places Brazil’s 2002 growth
at 1.8%, and Chile's at 2.5% to 3%,
but mistakenly portrays Mexico's
economy as being on a more “opti-
mistic” track.

ENERGY PIRATES wak the
plank: AES Corp. announced on June
19 that co-founder DennisBakke, 55,
has resigned. AES lost $313 million
in the first quarter. On the same day,
Dynegy, Inc. announced the resigna-
tion of Chief Financial Officer Rob
Doty. Thisisthesecond top departure
a Dynegy, as former CEO Chuck
Watson left thefirm in May.

WAL-MART isfacing lawsuitsfor
forcing employees to work off the
clock, without pay, the New York
Times reported on June 25. Class
action and individual lawsuits have
been filed by current and former
workersin 28 states.

THE ELECTRIC Power Research
Ingtitute (EPRI), the R&D center of
the U.S. electric utility industry, says
in areport that the country’s nuclear
plants are safe from any terrorist at-
tack involving the crash of a large
commercial transport plane. They say
the aircraft could not penetrate the
concrete containment structure.
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1T IR Feature

Ibero-American
Blowout Is Systemic,
Not ‘Contagion’

by Cynthia R. Rush

Less than one week after Lyndon and Helga LaRouche completed their mid-June
historic visit to economic giant Brazil, where the Democratic Presidential pre-
candidate was made an honorary citizen of the industrial city”ofF3aulo, and
welcomed with the respect and affection he deserves, Brazil's debt bomb began to
explode—ijustas LaRouche forecastitwould. The reverberations were felt through-
out Ibero-America and internationally, as panicked investors, analysts, and policy-
makers debated nethether Brazil would default on its $500 billion in foreign
obligations, butvhen.

First came the plummeting of the currency, the real; next flteePzaulo stock
market (Bovespa) and the country’s most widely traded bonds on June 20 and 21,
which trend continued into the following week, bringing the real to an near-record
low of 2.8885 to the dollar; and then Brazil was classified as the second riskiest
country in the world after Argentina, and on a par with Nigeria. Both Fitch and
Moody’s rating agencies downgraded Brazil's debt on June 20, aBidRagoes to
press, its “country risk” rate, the percentage it must pay over comparable U.S.
Treasury notes when it borrows abroad, is over 17%. A J.P. Morgan report explains
thatthe country risk rate is so high because “there is a fear of default in six months,”
while former Central Bank President Alfonso Celso Pastore argued that that time
frame is too long. “The default could occur in two months,” he told Argentina’s
daily Clarin.

The implications of a default by Brazil, the Third World's largest debtor, have
escaped no one. Given the fact that the financial unraveling occurred only days after
LaRouche’s numerous meetings withoS2aulo’s elites, the Bush Administration
almost certainly feels compelled to assess, and counter, the effects of LaRouche’s
visit. Folha de Sao Paulo reported on June 18 that U.S. Assistant Secretary of State
Otto Reich, who is not exactly respected by the Ibero-American diplomatic corps,
will be traveling to the region in the second week of July, visiting Brazil, Uruguay,
and Argentina. Reich will purportedly be scoping out Brazil's electoral process,
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but will undoubtedly try to measuretheimpact of LaRouche' s
forceful intervention, which contrasted so sharply with the
foolish and dangerousblundersthat typify U.S. foreign policy
under Bush.

Nowhere is that contrast more evident, and the respect
and love felt for LaRouche expressed so movingly, than in
the June 10 ceremony at the Sag Paulo City Council, inwhich
LaRouche was named an honorary citizen of the Sag Paulo,
with its 18 million inhabitants the world’ s third-largest city.
The speeches by Dr. Enéas Carneiro, founder of PRONA
(Party for Rebuilding National Order), and PRONA council-
woman Dr. Havanir Nimtz, published in this package, were a
fitting and eloquent tribute to LaRouche's lifelong commit-
ment to the betterment of humanity, and as someone who, in
Dr. Havanir's words, “is no spectator of history. He has al-
ready become part of history.”

It’sthe System

As chaos erupted in the third week of June, analysts in
London and on Wall Street, as well as Washington policy-
makers, scrambled to explain the Brazilian debacle as the
result of “contagion” from Argentina's crisis. The Interna-
tional Monetary Fund failed in its attempts to isolate Argen-
tinafrom the rest of the region, they despaired, and now not
only Brazil, but also Uruguay, Paraguay, Chile, Peru and
Venezuela had caught the disease. On June 20-21, and then
leading into the fourth week of June, currenciesin all those
countriesfell dramatically, asanumber of governmentstried
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A demonstrationin
Buenos Aires, as
Argentina becomes more
and more ungovernable.
As Lyndon LaRouche
hasinsisted for two
years, so Argentine
Finance Minister
Lavagna stated June 22:
Thefinancial collapseis
global, not a

“ contagion” from
Argentina.

to stem growing popular resistance to IMF demands for aus-
terity and privatization policies purportedly intended to “ sta-
bilize” their economies.

Inabrief moment of truthfulness, ArgentineFinanceMin-
ister Roberto Lavagnatold agroup of Brazilian businessmen
in BuenosAireson June 22, that it’ swrong to say that “ conta-
gion” causedthecrisis. It sactually dueto the“ non-function-
ing of the international financial system, which, since the
1990s, has provoked aseriesof crises, including in devel oped
countries.” But then Lavagna returned to lead his govern-
ment’s tortured efforts to convince the IMF to roll over its
debt, whichisnot likely to happen.

Mexican Finance Minister Francisco Gil Diaz added to
the panic when he announced on June 20, “We are facing a
problem similar to that of Argenting,” just before it crashed.
Tax revenuesarelow, budgetary expensesarehigh, and assets
to sell to generate additional revenue arelimited. His solution
was to demand passage of a brutal tax reform package, not
unlike that put through in Argentina last year by Finance
Minister Domingo Cavallo.

Typically in aclass of hisown, U.S. Treasury Secretary
Paul O’ Neill boisterously announced on June 21 that Brazil’'s
problems had absol utely nothing to do with economics. “ The
situation there is driven by politics. It's not driven by eco-
nomic conditions,” he said, adding that people are worried
about the possible election next October of Workers' Party
(PT) candidate Inacio “Lula’ da Silva, supposedly because
he threatens not to pay Brazil’'s foreign debt. So, “throwing
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U.S. taxpayers money at a political uncertainty in Brazil
doesn’t seem brilliant to me.” It's“intellectual fiction” to say
there’ san economic problemin Brazil, heargued, concluding
that sending IMF money would be awaste.

In his meetings in S3o Paulo, LaRouche tore thisline to
shreds. The cause of Brazil’ sfinancial meltdown, hesaid, lies
in the systemic global crisis, which is hitting that country as
it also hit Argentina, and is bringing down all other Ibero-
Americaneconomies. Thereisno“ Argentinecrisis,” or “Bra-
zil crisis,” just astherewasno“ Asiacrisis’ in 1997, or “Rus-
siancrisis’ in 1998. LaRoucherepeatedly pointed out that the
events of the latter part of June are the lawful result of the
insane“wall of money” strategy whichthel MF, together with
narco-legalizer and speculator George Soros and his friends,
erected around Brazil in the Fall of 1998 and early 1999,
following afinancia crisis and currency devaluation which
threatened to bring down the world financial system.

Inthe wake of the August 1998 Russian debt moratorium
and GKO bond crisis, speculators and hedge funds pulled
their money out of all emerging markets, causing ahugedrain
on Brazil’s reserves. The IMF and Group of Seven put to-
gether ahyperinflationary $42 billionbailout packagefor Bra-
zil, whose real intention was to bail out the hedge funds and
speculators, while imposing draconian austerity measures—
higher interest rates, gouging wagesand labor benefits, priva-
tization of state assets, and fiscal austerity—to gut the coun-
try’ s productive capabilities and living standards.

It is this “rope,” which Brazil was handed in 1998-99
(including naming as Central Bank president, Soros' sformer
employee Arminio Fraga), withwhichitisnow hangingitself,
LaRouche said. And this is precisely the way the Anglo-
American financial oligarchy intended it to be. Brazil ismore
vulnerabletoday because the Cardoso government’ scontinu-
ous application of the austerity and privatization policiesim-
posed as part of the 1998-99 bail out package, has encouraged
speculation and foreign looting. Its June 13 announcement
that it will increase the primary budget surplus from 3.5 to
3.75% of GDP, will only exacerbatethecrisis.

Just ‘Palitics?

In aJune 22 statement, “O’ Neill’s Hooverville Trolley”
(see box), LaRouche warned that the Treasury Secretary’s
statement that Brazil’s current crisis is “an intellectual fic-
tion,” is*“cooking that [U.S.] administration in the same pot
as Herbert Hoover’s* chickenin every pot.’”

The assertion that PT Presidential candidate Lulais the
cause of Brazil’sinstability is equally ridiculous, LaRouche
said. Lula is a fraud, whose Jacobin “anti-globalization”
movement is part of the Anglo-Americans' own strategy for
smashing the sovereign nation-state. Moreover, over the
weekend of June 22-23, at the PT national convention, Lula
opened the gathering by reading a “Letter to the Brazilian
People,” in which he promised that the PT will be as“fi scally
responsible” as required, in order to honor all of the current
government’ sdebtsand contracts, and maintain all the essen-
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tial elements of President Fernando Henrique Cardoso’s di-
sastrous |MF-dictated policy.

This includes maintaining a primary budget surplus by
cutting expendituresto ensure that arevenue surplusisavail-
ablefor debt service; keeping inflation within a certain band;
and continuing the floating exchangerate. Lulanow saysthat
whileit would be niceto change Brazil’ s economic policy, it
can't be done until the markets are calmed down. “ Although
I may not likeit, we cannot avoid the IMF,” hetold Clarin.

Were it true that politics are driving the financial melt-
down, the markets might have rebounded in response to Lu-
|a’ s reassurances. They didn’t—because there are more im-
portant things to worry about, such as Brazil’s public debt.
Several factors combine to make this the country’sreal vul-
nerability. For example, in just 30 days, short-term bonded
debt that comes due over the next 12 months hasincreased by
an incredible 40%. In mid-May, debt that matured between
July 2002 and June 2003 totalled 110 hillion reals, but by
mid-June, it had increased to 154.4 billion reals. Even more
dangerousisthefact that alarge percentageof thisdebt bubble
isindexed either to dollarsor to short-terminterest rates, both
highly unstable reference points. Indexing debt to dollarsis
the same insane policy which blew out the Mexican peso in
1994, and for Brazil, isashort fuse to asimilar explosion.

Where Arethe CourageousL eader s?

O'Neill’s"it'sall politics’ statement enraged the Brazil-
iangovernment, provoking President Cardosotoimmediately
call George Bush, to protest that the Treasury Secretary’s
looselipshadroiledthemarkets. But for unexplained reasons,
Bush didn’t take the phone call, and Cardoso had to let off
steam instead to National Security Adviser Condoleezza
Rice. Finance Minister Pedro Maan and Arminio Fraga got
through to contacts at the Treasury Department, and shortly
afterward, O'Neill issued a “clarification,” praising Brazil
for implementing “the right economic policiesto address the
current difficulties,” calling it a“critical regiona and global
partner of the United States,” whose" economic fundamentals
arestrong.”

But this didn’t undo the damage to U.S.-Brazilian rela-
tions, which have deteriorated due to several past displays of
the Bush Administration’simperial foreign policy. On June
24, inaseriesof previously scheduled meetingsin Sao Paulo,
U.S. Ambassador to Brazil DonnaHrinak had to deal withthe
fallout from O’ Neill’ sremarks, although shealmost certainly
was also trying to counteract the effect of LaRouche’ svisit to
the city. Hrinak, who is only an ambassador, told aluncheon
address to the Council of Latin American Businessmen, that
O’ Neill was only speaking for himself when he made his
dismissive remarks, and not the Bush Administration!

The United States doesn’t have a monopoly on foolish
behavior, however. |bero-American Presidents are whistling
past the graveyard, ignoring what LaRouche said in Brazil
about the systemic global crisis, and insisting that their crises
are somehow different from Argentina’s.
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Argentina’ s President Eduardo Duhalde, whose tenureis
now in doubt, came up with a desperate scheme to form a
united front between Mexico and Mercosur countries (Com-
mon Market of the South: Brazil, Argentina, Uruguay, and
Paraguay, plus associate members Chile and Bolivia), and to
have them invite Mexican President Vicente Fox to act as
their interlocutor with the United States. For what? To usethe
negotiating power that comes from the fact that Argentina,
Brazil, and Mexico together have about $1 trillion in foreign
obligations, and demand an end to IMF genocide? No! Du-
halde’ s proposal is to unite in order to convince the Bush
Administration to have the IMF immediately grant yet an-
other bailout package to both Brazil and Argentinal

Fox, who will attend the July 3-4 summit of Mercosur in
Buenos Aires, was chosen because he supposedly has great
influencewith Bush, even though Fox’ sown government and
the Mexican economy are crumbling, along with the North
American Free Trade Agreement (NAFTA), and all hiscam-
paign promises of “special treatment” by the United States.

Duhalde had hoped to have a private meeting with
Cardoso, prior totheMercosur Presidents’ meeting, to present

a unified stance to creditors. He erroneously assumes that
Brazil wieldsgreat power in Washington, and that if he sticks
to Brazil like glue, thiswill benefit Argentina s cause.

But Cardoso is avoiding Argentina like the plague. He
told reporters on June 25 that in recent phone conversations
with Duhalde, he had never discussed any idea of devising a
common Ibero-American strategy. Brazil’s economic prob-
lemsare“different” from Argentina’s, Cardoso insisted, and
then went on to reference O’ Neill’ s clarification, as well as
statements by Federal Reserve Board Chairman Alan Green-
span, as proof that “Brazil’ seconomic situation isvery solid.
Wedon't havethe same problemwhich other countrieshave.”
Recent economic turbulence was fed by people who don’'t
know Brazil, headded. “ Everyonewho hasan effectivenotion
of what’ s happening in Brazil, knows that the financial situa-
tionisunder control.”

A joint debt renegotiation by Argentina, Brazil and Mex-
ico could function, but only if it were organized around
LaRouche's policy of putting the entire world financial sys-
tem into bankrupcty reorganization. That isthe issue now on
thetable, and pressingly so.

LaRouche on ‘O’Neill’s
Hooverville Trolley’

This statement by Lyndon H. LaRouche, Jr. wasissued by
the LaRouche in 2004 Presidential campaign committee
on June 22.

Those old enough to remember, may recall the famous
cartoonseries, “TheToonerville Trolley.” Treasury Secre-
tary Paul O’ Neill should remember how President Herbert
Hoover went downto disgracein the matter of the continu-
ing Great Depression of 1929-1933. Hoover was, person-
ally, anice guy. | am informed that O’ Neill is, too. The
fact remains, that heis alousy economist and apparently
has apoor memory for crucial factsof U.S. history.

Just so you don't forget the connections, think of the
Bush Administration as “Paul O’'Neill’s Hooverville
Trolley.”

It was not the 1929 crash that ruined Hoover’s Presi-
dency; it washisrepeatedly making exactly the samepolit-
icaly fatal mistake which the Bush Administration’s
O'Neill and others are making right now. The people
blamed Hoover’ s predecessors, Calvin Coolidge and An-
drew Méellon, for the 1929 crash; the suffering citizenry
cameto hate Hoover bitterly for the latter’ s promises of a
non-existent recovery.

O'Neill’ s statement, that the present financia crisis of
Brazil is“anintellectua fiction,” is cooking that adminis-

tration in the same pot as Herbert Hoover's “chicken in
every pot.” The difference between the early 1930s and
now, is that the Democratic Party, so far, refuses to play
“Franklin Roosevelt” to Secretary O'Neill’s replay of
“Hoover.”

Infact, | amtheonly notableleading figureintheworld
today, who is addressing the need for stepsto bring about
an actual economic recovery in theworld today. Thereis
agrowing number of personswho areinterested in hearing
what | haveto say, but no leading figure outside my imme-
diatecircleswhoispresently preparedtotell the plaintruth
about the presently onrushing, global economic break-
down crisis of the present world monetary-financia
system.

To understand why more and more leading and other
figures, such as Secretary O’ Nelll, repeatedly say the silli-
est things about the great i ssues of thistime, isthat, despite
the fact that they now know of the proof of my strategic
assessments, they are unwilling to face the reality which |
represent. In fact, the most frequent excuse for pessimism
uttered, to my face, by leading circles in various parts of
the world, is that no one in the U.S. government or U.S.
party leaderships has the brains to support my proposals.

Anyone who thinks that the U.S. population is “not
ready to deal with LaRouche,” is being no less stupid in
their behavior than poor old Paul “I'min astate of denial”
O’ Neill. For Democrats, that goes double. The only truth-
ful ones are those who say, “1 would rather go straight to
Hell tonight, than be caught saying anything truthful about
LaRouche.”
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LaRouche’s Crisis Leadership Backed:
Honored by World’s Third-Largest City

OnJune 12, the S&o Paulo City Council, infull session, heard
amotionintroducing LyndonLaRouche, for honorary citizen-
ship, and for the longer strategic policy discussions which
followed inthe Council chamber. Herearethebrief introduc-
tory remarks, begun by a member of the Council.

Dr. Havanir Oliveira Nimtz: Today has, for me, avery
special significance.

For thefirsttimeinmy term, | havethe satisfactionandthe
honor of seeing here, in this place, my president, the national
president of PRONA [the Party to Rebuild National Order],
Dr. EnéasFerreiraCarneiro, who isknown to everyone, to all
Brazilians, and who is a leader in my party, the person for
whom | am alegitimate representative, de facto and dejure,
in thislegisative body.

My guest—who will receive, after 7 p.m. inthe Council’s
Noble Chamber, the title of Citizen of Sdo Paulo—was a
candidate for the President of the Republic of the United
Statesof America. Heisavery respected economist inimpor-

Sao0 Paulo City Councilwoman Dr. Havanir Nimtz presents
Lyndon LaRouche with a certificate naming him an honorary
citizen of Sdo Paulo.
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tant circlesof power in al countries, not only for the depth of
his analysis of macroeconomic questions, but also for his
genera vision of the world, as a statesman who moves with
absolute confidence in the fields of Science and Art, having
an enviable background in practically all spheres of human
knowledge.

| would like to advise the journalists present, that Mr.
LaRouche will be available to any of you, in my chambers,
where an interpreter will aso be present.

It is an honor, Mr. LaRouche, for me, for Dr. Enéas, for
PRONA, for Sdo Paulo, and for Brazil, to have you here as
our guest, in the City Council of Sao Paulo.

Thank you.

Dr. Enéas Ferreira Carneiro: Mr. LaRouche, | would
like to tell you and the distinguished councilmen here today,
that it isan honor for Brazil that a statesman of your intellec-
tual statureishereto speak to al of us present heretoday, and
transmitting to usthe hopefor abetter world, inwhich wecan
al live as human beings, and not to have children begging in
the streets, women being driven into prostitution, and suffer-
ing everywhere.

Asapoalitician, and through your international magazine,
Executivelntelligence Review, you have promoted anew eco-
nomic agreement among sovereign nations, a New Bretton
Woods, to bring this about.

Mr. LaRouche, it is an honor to have you with us, in Sao
Paulo, Brazil, and | wish to express our deep respect to you,
asasymbol against human suffering.

Thank you very much.

Lyndon H. LaRouche, Jr.: | shall also speak in English,
very briefly.

We are living in very difficult times, very dangerous
times, asyou know. Itisnecessary, aboveall,inthe Americas,
that we reestablish the kind of collaboration between the
United Statesand the states of the Americaswhichwassought
by President Franklin Roosevelt, and by Secretary of State
John Quincy Adams and Monroe before.

And Brazil isan extremely important country, the largest
country of the Americas, with which the United Stateshasto
deal. Sometimes undertanding between the nations is diffi-
cult, sometimes because of |eadership. But adialogue among
our nations is essential, and it can not do anything but good
to haveit.

And | thank you very much.
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Sao Paulo City Council Discussions
On Cooperation for Economic Recovery

City Council members, leadersof Brazl’ s Party for Rebuild-
ing National Order (PRONA), and other leaders made pre-
sentationsto an audience of over 300in the SAo Paulo, Brazl
City Council chamberson June 12, as South America’ slead-
ing industrial city made Lyndon LaRouche an honorary
citizen.

Dr. Havanir Oliveira Nimtz

‘Crucial Moment in
Brazil’s History’

Brazil is currently living through a crucial—perhaps the
worst—moment in her history as a nation, if the analysisis
madeintermsof parameters such aseconomy, education, and
health. The country is wracked by interna crisis, in which
political uncertainty and the absence of authority at all levels
clearly stand out.

If, in the decades of the 1960s and ' 70s, there existed a
centralized operationwhich crushed freethought and silenced
the voices of opposition, in adialectical process, [today] we
have arrived at its antithesis, of non-authority, non-decision,
non-achievement, inaction—a quasi-anarchy.

The country ison the brink of chaos.

Asifin Civil War

Accepting the statistics provided by the government, in
some instances, the frightening figure of an assassination an
hour has been reached in the Rio-S&o Paulo axis, with more
youths dying by premediated homicide in these two megal o-
polises, than in any other placein therest of the world.

Truly, it'sasif we were aready in acivil war. The drug
trade has such great power, that already, in some corners of
the country, it is the real power—not legally, but de facto.
The drug trade can order stores and supermarkets to close,
and even declare holidays.

Thetruthisthat wenolonger liveinan organized society.
We have become a disorganized band, where everyone, des-
perately, decidesto fight for their own interests, in an uncon-
trolled race of every manfor himself, eachfighting against the
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other, with no hope, with nothing discernable on the horizon,
since everything points in one direction only: of greater dis-
order.

Hereisthe crux of the matter.

As our guest of honor today, Mr. LaRouche, has said in
his statements, it is fundamental that Classical education be
restored. It is necessary that our children learn, aswas taught
in the past, to respect civic values, the nation, the flag, the
national anthem, our elders—in other words, to develop re-
spect for everything which isthe work of the Creator, and, in
particular, human life, which, of al that appearsto usin the
world, is Creation’ s most beautiful work.

Since we emerged as a political structurein 1989, wein
PRONA have been fighting against the destruction of all the
values of Brazilian society, struggling against this diabolical
process which is subjecting our people to physica davery,
moral degradation, concupiscence, and despair over any fu-
ture asanation.

Thefounder of PRONA isDr. EnéasFerreiraCarneiro—
medical doctor, mathematician, physiciss—who has dedi-
cated hislifeto the search for knowledge.

A student of science, he has made incursions into the
fields of Paleontology, Linguistics, Sociology, Psychology,
Philosophy, Macroeconomics, Theory of State, and Constitu-
tional Law.

Dr. Enéasis aunique, illustrious, eminent figure, a very
respected doctor and professor of unsurpassable merit. He
was my teacher, when | was still a medical student, who
showed me the importance of knowledge for the liberaton of
man, and the possibility of embarking upon astruggle for the
liberation of our Fatherland, giving us hope for a future for
our children and for our grandchildren.

Thanks to him, | advanced through a process which
brought meto the point of being the City Council representa-
tive who received the second-largest number of votesin the
city of Sdo Paulo—=87,000.

When hefirst read theworks of Mr. LaRouche, Dr. Enéas
was struck by the clarity, depth, and breadth of knowledge of
our honored guest, which amaze anyone of uswhen we also
start to read hiswritings.

Against a Global Financial Disintegration

We associ ate oursel veswith thewave of ideaswhich flow
from Mr. LaRouche's prodigious mind. And all of us go on
to travel in the same boat, a boat which, we hope, will one
day allow usto navigatein calmwaters, whenwehavequelled
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the tidal wave which today shakes the nations of the planet,
daves that they are to a repugnant, obscene, fetid, filthy fi-
nancia system, which isalready in the process of full global
disintegration.

Y es, because as Mr. LaRouche forecast many years ago,
there is no Asian problem, nor a Russian problem, nor an
Argentine problem, nor a Brazil problem. The crisisis sys-
temic. Thecrisisisplanet-wide. All of civilizationisheading
toward anew dark age.

Itisfor all these reasons that today, in this chamber, Mr.
LaRouche is honored, the legitimate representative of the
worldwide struggle against ruinous speculation, which is
dragging the world into the abyss.

Thank you.

Helga Zepp-LaRouche

‘A Powerful Message
To the Whole World’

Ladies and gentlemen, dear Dr. Havanir, dear Dr. Enéas:

| want to thank you for giving this great honor to my
husband in this way. And if you permit me, let me say
something persona about my husband, with whom | have
been married almost 25 years thisyear. And | hope you will
forgive methat | praise him; if you think it’stoo much, I'm
his wife.

From my own life which | have spent with Mr.
LaRouche, | cantell you that heisone of the rareindividuals
which mankind, when it is lucky, produces sometimes once
in a century. And | think we really should all be extremely
happy to have such an extraordinary man at such an out-
standing moment of crisis that the world is faced with
right now.

Mr. LaRouche has, like nobody else | know, revived the
best treasures of universal history. Inthe current period, when
true human knowledge isalmost lost, he has revived the best
pearlsof European civilization, the cradle of European civili-
zation; with theideas of Plato, the contributions of Christian-
ity, of the great Renaissance, of the German Classical period,
andtheideasof all thegreat thinkers of European history. But
he has also not neglected the other cradles of mankind, from
China, to India, to Mesopotamia, Sumer, and Egypt.

Hehasmadetheworld consciousabout thetwo traditions:
thefight between the oligarchs, who are only interested inthe
privileges of afew, versus the fight of the true republicans,
who are concerned about the well-being of the people—the
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fight which goes back almost 2,000 to 3,000 years.

Mr. LaRouche has taken the whole world into his heart.
In the 1970s, he wrote development programs for Africa,
which is the reason why many poor people, who are dying
right now in Africa, regard himastheonly hope. In collabora-
tion with Indira Gandhi, he wrote A 40-Year Development
Programfor India, whichistill the hopefor many peoplein
India, and which iswhy heisregarded as alegendary figure
in the Indian Subcontinent. Theideas he devel oped, together
with [Mexico' s] President Lopez Portillo in 1982, about the
integration of Latin America, in Operation Juarez, still repre-
sent the hope and the vision for the L atin American continent
to come out of its present crisis.

ThereAreTwo Americas

Concerning the United States, there are two Americas:
oneisthe beautiful “beacon of hope and temple of liberty” of
the Founding Fathers, of Lincoln, of Martin Luther King—
the U.S. tradition Mr. LaRouche today stands for. The other
one, isthetradition of the British Empire, of the Confederacy,
of davery, and of the idea of dominating the world through
world empire.

By giving Mr. LaRouche the honor of being an honorary
citizen of Sdo Paulo, you al have contributed to sending a
powerful message to the whole world, as to which America
theworld really wants.

Asawife, | can only tell you, that if there is hope for all
thepoor countriesof thisworld, for adying African continent,
for aterriblesituationintheMiddle East, for avery dangerous
situation in Central Asia and the Indian Subcontinent, and
many other places, it istheideas of Mr. LaRouche.

So, | want to thank you, because you all have contributed
to do the single most important thing to contribute to bring
theworld out of thiscrisis.

Thank you very much.

Dr. Enéas Carneiro

‘Who Is Mr. LaRouche?’

Who isMr. LaRouche?

Until 1994, | knew of himonly asagreat political leader.
| could also see the convergence of our thinking, but | had no
ideaat all of hisimmense and extraordinary culturein almost
every field of human knowledge.

During one of my appearancesonaTV talk show, on the
occasion of my second run for the Presidency of Brazil, |
referred to the national credit policy implemented in the
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Dr. Enéas Carneiro, founder of Brazil’s Party for the Rebuilding
of National Order (PRONA).

United States by Alexander Hamilton, which prompted a
comment in the newspaper of the Ibero-American Solidarity
Movement.

Mr. Lorenzo Carrasco sought me out, and | became a
subscriber to Executive Intelligence Review. It isimpossible
toresist Mr. Carrasco’ s appeals, when he decidesto sell you
asubscription to the magazine.

Reading Mr. LaRouche' s articlesin EIR and, later on, in
Fidelio and 21st Century magazines, | became increasingly
astonished and deeply curious to know more and more about
that man.

Who really ishe?

Recently, reading an articleappearingintheMay 10, 2002
issueof EIR, | wasstruck by Mr. LaRouche’ sdeep phil osoph-
ical and technical analysis of the catenary, and | recalled my
classes asauniversity physics student, 40 yearsago, with my
dear friend Dr. Osorio—who is here today—when we were
being introduced to transcendental trigonometric functions,
analytic geometry, and hyperbolic functions.

The catenary isthe curve describing the form taken by a
uniform chain when it is suspended from its endpoints. Any
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freely hanging cable or rope assumes this shape.

The catenary represents the constant search of nature for
astate of order, with aminimum expenditure of energy. That
is a universal principle, which, like many others, Mr.
L aRouche explains magnificently in hiswritings.

But, let’ sstop for amoment and think: What Presidential
candidate in Brazil, or in the United States, for that matter,
has ever heard of a catenary?

I magine someone showing Mr. Bushinthe United States,
or Mr. Lula[LuisInacio DaSilva] or Mr. [Antonio] Garotinho
in Brazil, an hyperbolic function or an integral. Any one of
them, at the sight of an integral, would immediately think of
arattlesnakeready to bitehim. None of them, intheir absolute
ignorance of the scientific principles governing nature, has
the dlightest ideaof theimportance of scientific knowledgeto
the statesman who would lead a nation.

Besidesbeingamathematical philosopher, Mr. LaRouche
has a keen intelligence and exceptional fluency in matters of
the physical world, speaking with intimacy and profundity
about the ideas of Gauss, Ampere, Oersted, and Kepler, and
many other mainstays of physics.

Regarding philosophy as such, Mr. LaRoucheisrealy a
scholar. From Plato to Leibniz, from St. Augustine to St.
Thomas Aquinas, or Descartes, Spinoza, and many others,
the depth of hisreasoning and wise analysisis, for me, breath-
taking.

He speaks about ancient history as if he were there, at
the same table, on the same sofa, at Plato’s Symposium, the
“Banquet of Love.” He who reads Mr. LaRouche's articles
receives a refreshing shower of science, fine arts, and phi-
losophy.

TheFight for the General Welfare

But, beyond such incontestable knowledge, what most
impresses me about Mr. LaRouche is his concern for socia
questions, poverty, and the destiny of humanity.

Mr. LaRouchedefends, inthe United Statesand theworld,
the same ideas which we, of PRONA, defend herein Brazil.

He fights for the existence and presence of the sovereign
nation-state. In one of his speeches, he said: “We want no
empire. Wewant no hegemony. Wewant thegeneral welfare.
Wewant to protect and to promote national sovereignty. That
isthe cornerstone.”

He condemns economic globalization, so dear to the rot-
ten press, the corrupted media which do not allow ordinary
peopleto know what isthe reality hidden behind those sweet
words, such as “privatization,” “the minimal state,” “ eco-
nomic globalization,” and so forth and so on. Inredlity, all of
thisisalie; what exists, in fact, is neo-colonialism.

| became aware in 1989—but Mr. LaRouche had seen it
much earlier than |—that adiabolical plan of destructionwas
under way, and accelerating with incredible velocity, to de-
stroy our moral values—all that was handed down to us by
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At the dais of the award ceremony in the Sio Paulo City Council
chambers.

our forefathers, and which makes us a sovereign nation.

With the establishment of the free-market empire, with
the neo-liberal wind blowing in almost every quarter of the
planet, it followed naturally that our country would aso be
engulfed by thiswave of destruction.

The floodgates of our economy were intentionally
opened. Our nation was flooded with junk and trash from
around theworld. Thebarriersagainstimportsof all industrial
products were taken down, in such a disastrous manner that
our national industry was almost destroyed.

But, thewhole process did not stop there. With no subsid-
ies, with amost no lending by the Banco do Brasil to small
and medium-sized farmers, bankruptcy al so struck the coun-
tryside. Thus, they destroyed agriculture, too.

Millions of unemployed were thrown onto the streets.
Today, ashocking 20% of theeconomically active population
is unemployed. They wander hopelessly, hungry, desperate,
joining those aready in the informal economy, selling im-
ported products at traffic stops on the streets, doing anything
to survive, and a considerable number of those unfortunate
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peoplefinally end up in crimina marginality.

Criminality, inturn, isreachingterrifyinglevels, reaching
ashigh asonemurder every hour in the Rio-S&o Pauloregion,
asstated quite correctly by Dr. Havanir, president of PRONA
in Sao Paulo.

They destroyed the fundamentals of Classical education.
They destroyed respect for the nation, for religion, for the
family, aswell asrespectfor life. And, withthat, death became
just a banality. They transformed human beings into ma-
chines.

The Empireof Money

With complete freedom for speculation, with capital
flowing from one point of the planet to another, without any
restrictions, it wasnatural that the big moniedinterestswished
toincrease—doubling, tripling, quadrupling their fortunes—
simply by speculation in the financial market.

The world economy became a no-man’s-land, with no
relationship between real wealth and the amount of money
in circulation.

Money is no longer a symbol of wealth. It has become
wedlth itself. | say that, because there is no correspondence
between the money that circulates and the real wealth of
nations, as Mr. LaRouche has so brilliantly proven in his
analyses, repeatedly presented in the four corners of the
planet.

We have come to live under the Empire of Money, the
Empire of Fake Money, the Empire of Painted Paper.

Brazil, in 2001, paid the fabulous amount of some $60
billionin service on the public debt alone, including theinter-
est on domestic and foreign public debts.

And the domestic debt jumped from $50 billion in 1994
(at a dollar-to-real ratio of 1:1), to about $240 billion, the
equivalent of a stunning 600 billion reals at today’s ex-
changerate.

We should remember that this enormous debt rose after
the big Brazilian state companies were handed over, such as
the National Steel Company (CSN), Usiminas, and Vale do
Rio Doce—the biggest mining company intheworld, control
over which was sold for the ridicul ous sum of $3.338 hillion,
which is less than what is paid, in one month, in interest on
the public debt. That i, closeto 10 hillion reals, or almost $4
billion, are paid per month in interest alone.

Fortunately, this model is exhausting itself, because it is
self-destructive. It carrieswithinitself, thegermof itsown de-
struction.

Look back to the Russiacrisis: The world press, the ser-
vant of world power, said thiswasalocal problem. Therewas
anAsian crisis, and they repeated: Thisisaregional problem.
Now, itisthe Argentinacrisis, and they keep saying: Itistheir
crisis; it's an Argentina problem that won't affect us. Brazil
isdifferent.

But the redlity is, that there is no difference. As Mr.
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LaRouche has been insisting for decades, and | have been
repeating herein Brazil since 1989, the crisisis systemic.

Thereisno saving thismodel, unlessthereisajoint state-
ment, issued by the governments of the major countries of
the world, that the current international financial system is
insolvent; and calling for the establishment of a new accord
between nations, with the creation of a New Bretton Woods
agreement.

TheWay Out for Brazil: ‘Rupture, Now!”

But, unfortunately, here in Brazil, Mr. LaRouche, we
don’t have the power to impose such an agreement upon the
world. Therefore, thereisonly oneway out for us, and that is
arupture, a formal and final rupture with the international
financial system.

We are one of the biggest countries in the world, with
about 8.4 million sgquare kilometers of land area, 21% of the
world’ s freshwater supply, and the biggest rain forest in the
world. One sunny day over Brazil’ sterritory is equivalent to
the energy produced during 24 hours of operation by 120,000
hydroelectric plants of the size of Itaipl Dam, presently the
world biggest hydroel ectric complex.

Thanksto thisfantastic solar energy, whichisonly possi-
ble in the tropics, the Brazilian continent has unequaled
wealth of vegetation, with vegetable oils, cellulose, sugar,
starch, etc., capable of generating forms of energy which can
advantageously replace all petroleum products. In this way,
we would be able to provide practically al of the world's
requirementsfor solid, liquid, and gaseousfuel s, for anunlim-
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a capella.

ited timeto come.

This means the use of a clean, renewable energy source,
the energy accumulated in the molecules of the carbon hy-
drates, which exist in amounts many times larger than the
energy obtained through fossil fuels, which are running out
on this planet.

We aretherichest country in theworld, but we find more
than half of our people condemned to live in poverty and
misery.

Rupture, now!

Stop importing everything while exporting raw materials.
Nowadays, even potato chips areimported, asif the glorious
people of Brazil werenot capable of doing anything, not even
manufacturing potato chips.

Let ussit at the negotiating table and say: That isenough!

Pay usafair price, or not onemilligramwill betaken from
this land—no iron, no aluminum, no titanium, no quartz, no
niobium, etc.

They need us much more than we need them.

But, in order to achieve that, we will need in the govern-
ment, at all levels, honest men, wise, diligent patriots, and not
that weak, fallacious, deceptive, inept, and mad mob that is
leading our country into the abyss of chaos, and our people
into slavery. In other words, as Mr. LaRouche says, into a
New Dark Age.

Only inthisway will we be ableto proclaim the economic
independence of Brazil.

Thank you very much, Mr. LaRouche, for your presence
herein Brazil, and for all that you represent for all mankind.
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Lyndon H. LaRouche, Jr.

‘We Shall All Sail,
Or All Sink, Together’

Considering the circumstances and the state of the world’s
affairs, the world is now in one of the most perilous periods
of modern history, in which, in most nations, we will be re-
quired tolook deeply into ourselves, for the resources—emo-
tional, intellectual, and other [resources]—to solve the great
problems which now confront us.

Therefore, under these circumstances, because of the sig-
nificance of both the United States and Brazil, as leading
influences in the Western Hemisphere, in the Americas, it is
important to reflect upon the possibilities of the collaboration
between the two nations at this time. And therefore, | shall
tell you something about myself, as a figure of the United
States, and what can be learned about the future relations
between the two countries, and others, from examining that
aspect of U.S. history.

Formally, the history of the United States began, as a
nation-state, in 1763. At that time, the English colonies in
North Americahad been allied with the British monarchy, in
combatting the French Empire in the Americas. It came as
no surprise to the patriots of those colonies, that the British
Empire would immediately turn upon them, and attempt to
destroy the liberties of the colonies, once the French had
been defeated.

At that point, the history and the population of what be-
came the United States, was divided between two factions—
two factions, which have fought a see-saw battle for control
of the United States, from that time to the present day: One,
led by Benjamin Franklin, defines my tradition in the United
States, thetradition of patriotssuch asFranklin, such asHam-
ilton, Washington, such as President Monroe, Secretary of
State John Quincy Adams, President John Quincy Adams,
Abraham Lincoln, and others; and Franklin Roosevelt. The
other side, which was formed also asafactionin 1763, were
called, then, and now, “the American Tories.” Their loyalties,
then, and now, are to the British monarchy.

In the 20th Century, in 1901, with the assassination of
President McKinley, the American Toriestook power around
President Theodore Roosevelt. The power returned to the
American patriots, at least significantly, with the Great De-
pression and the election of a patriot, Franklin Roosevelt, as
President. With the death of Franklin Roosevelt, the United
States slipped again, into the hands of the American Tories,
not completely, but asadominant force.
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U.S. Consumer-Nation Becoming Empire

Now, it was difficult for the American Toriesto carry out
their policy, in that period. Many of us had been involved in
agreat war. Many had served overseas, as | did, during that
war; just as a simple soldier, but nonetheless, overseas. We
were not disposed to give up everything we had won under
Roosevelt. Even under President Eisenhower, we were not
willing to give up the American military tradition, which we
had experienced, in particular, during the Second World War.

In 1961, we plunged into Hell, at about the time Eisen-
hower retired. President Kennedy, who intended to revivethe
tradition of Franklin Roosevelt, was assassinated. An ally of
President Kennedy, President Charles de Gaulle of France,
was nearly assassinated in 1962, in the first of a series of
attacks. In 1964-65, the United Stateswent into an insanewar
in Indochina. Most of the American military tradition would
not survive that war.

In the period beginning 1966, we began to degenerate:
We were transformed from a nation which had been based
on production, to a nation oriented toward consumption. We
began, like the British United Kingdom, to assume, more and
more, animitation, or aparody, of theancient Roman Empire.
Asyou know, at the end of the Second Punic War, Rome had
degenerated intowhat became, somedecades|ater, anempire.
It ceased to be a productive society, as davery progressed; it
lived by looting nations around it. It ruled by a method of
terror called the Roman Legions. It ruled by areign of terror,
and then it died of therot it built into itself.

We have begun to die, in the United States, in a similar
way, over the period from 1967 through and beyond 1971.
With the events of August 1971, and afterward, we became a
predator nation, a consumer nation, living more and more at
the expense of people around the world, and less on our own
productive resources.

The system that has dominated the world increasingly,
for the past 35 years, is now come to an end. We are now in
an unavoidable, international, genera, total collapse of the
existing monetary-financial system. And therefore, it isim-
portant for many of you, who would wish to believe that is
not true, to warn you of this, so that you may be prepared to
act appropriately, at thetimethat the crisisbecomes apparent.

Asyou know, from your own experiencein Brazil, during
the postwar period we went through a number of successive
improvements in the conditions of life internationally. This
came almost to an end, with the 1971 devel opments. With the
crushing of Mexicoin 1982, every nation of Central and South
Americawasimplicitly doomedto becrushed, sooner or |l ater.
Today, Brazil is one of the only nations in South America
which is capable of doing anything about it.

We Can Call Forth Legacy of Patriotism

Now, go back to Roosevelt in 1932-33. In the 1920s, the
American people were extremely decadent. | lived then; |
knowit. | could giveyou many clinical examplesof thedegen-
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Lyndon LaRouche: “ The system that has dominated the world increasingly, for the past 35
years, is now cometo an end.”

eracy of my neighbors and other acquaintances. But we were
struck by agreat crisis, and we had agreat tradition—a great
patriotictradition. Wehad aleadershipintheform of Franklin
Roosevelt, which summoned the United Statesto come back
toitstrue self. In the course of time, by the end of thewar in
1945, the United States was not only the greatest power on
thisplanet, but was the only power on this planet. Therewere
many injustices perpetrated by the United States and others,
duringtheperiod of 1945t01965. Butin net effect, the Roose-
velt legacy lived on.

Theeconomic recovery organized by Roosevelt, thegreat
mobilization for World War 11, organized and led by Roose-
velt, these legacies continued into the middle of the 1960s.
The Americas benefitted from this; other parts of the world,
like Western Europe under the Monnet Plan, benefitted from
this; Japan wasrebuilt onthisbasis. So, despitetheinjustices,
the world was better, as aresult of Roosevelt’s having lived
and led.

Now we' vecometo another grest crisis, acrisisasterrify-
ing, or moreterrifying, asthat which struck theworld in 1929-
33. The United States is a piece of wreckage, compared to
what it was in 1929. But, nonetheless, in our people, in the
United States, thereisstill embedded thelegacy of the patrio-
tismwhichwassetintomotionin 1763, onwhich our indepen-
dence was premised. We can call that forth.

There is another aspect of that tradition which is impor-
tant. In the period following the War with Britain of 1812-
1815, the United Stateswasisolated. The entire world, virtu-
aly, was against us. We had, on the one side, the British
Empirewasour enemy, determined to destroy us. Ontheother
side, you had the Holy Alliance, led by Metternich, of the
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Habsburg empire. At that point, the
Britishwent tothe Americans, and said:
“Come, join us, to fight the Hapsburgs
in Central and South Americal” The
Secretary of State of the United States,
John Quincy Adams, later President,
said to President Monroe, “No. Reject
the British treaty.”

Adamssaid twothingsthat are nota-
ble right now, for the present circum-
stances. “ TheUnited Statesmust not be-
come a cockboat, in the wake of a
British man 0’ war, against the nations
struggling for independence in the
Americas” And also, Adams secured
the support of President Monroe, with
the support of two other former Presi-
dents, to enact the so-called “Monroe
Doctrine.” Quincy Adams explained it:
The United States did not then have the
power to defend the sovereign states
emerging in the Americas. But as soon
aswedid, wewould kick both the Haps-
burgs and the British out of the Americas, in defense of the
liberties of those emerging nations.

TheReal MonroeDoctrine

That promise was kept by Abraham Lincoln, at the close
of theCivil War intheUnited States. TheUnited Stateskicked
the Spanish, the French, Maximilian, and British influence,
temporarily, out of Mexico and other locations, and enabled
the Mexican President and patriots to resume control of their
own country. Under Teddy Roosevelt and Wilson, that prom-
ise was betrayed. Franklin Roosevelt restored the promise
with his Good Neighbor Policy. John Kennedy proposed to
revive Roosevelt’ s policy, with the Alliance for Progress.

Now, that remains appropriate, today. While the United
Stateshasan obligation, asweall do, to find cooperation with
Eurasia and Africa, in saving the world from this horrible
situation which now menaces us, the primary security of the
United States has been, since the time of Secretary of State
John Quincy Adams, theissue of the security of the sovereign
states of the Americas. And what Adams defined was acom-
munity of principle among what were each perfectly sover-
eign nation-states.

And so it must be today. We, in the United States, arein
amess—aterrible mess. We have great power still, butit'sa
sham. Without the reviva of the economies of South and
Central America, the United States can not work its way out
of itsown, onrushing depression. Either weshall sail together,
or we shall sink together.

And, what | can hopeto contribute, most of all, apart from
what | do inside the United States and elsewhere, isto try to
provokeamong us, asnations, adialogueonthesegreat i ssues.
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We must not have a hegemonic system. A
dlave is a poor worker. If you can not evoke the
will power and creative mentality of a nation’s
people, you cannot get much good out of them.
Some may be more powerful, some smaller and
weaker. But all must be treated as personalities,
with equal rights. From each, we must demand
the same thing: that they muster their creative
power to help solve problems. We need, above
all, acommunity of ideas, acommunity of princi-
ple. We want to eliminate all kinds of suprana-
tional control over any nation among us.

And finally, look at Brazil: this wonderfully
large, virtually untouched wilderness, with some
concentrations of development, but vast, unde-
veloped areas, symbolized by the sheer might of
the Amazon River. If you look at the Amazon
region from the standpoint of the great Russian
scientist, Vernadsky, who devised the terms
“Biosphere” and “Noosphere,” you have a sense
of the great power for the future, implicit in the
development of that, in ascientifically sound and
rational way.

That isoneof the greatest projects of devel opment for the
planet asawhole. And it should be a source of inspiration, to
all Brazil, about what thisnation cando. AndtheUnited States
should be very happy to have such a partner.

Dr. Havanir Oliveira Nimtz

‘Mr. LaRouche Is No
Spectator of History’

Today has, for me, avery specia significance.

For thefirst timein my term, | have the satisfaction, and
the honor of seeing here, in thisplace, in this solemn session,
thenational president of PRONA, anillustrious, unique, emi-
nent figure, Dr. Enéas Ferreira Carneiro, who is known by
everyone, by al Brazilians, and who is a natural leader—
educated, nationalist, courageous, convinced of his ideas,
with an exceptional mind, a central figure in my party, the
person for whom | am a legitimate representative, de facto
and dejure, in thislegidlative body.

It is an honor, Mr. LaRouche, for me, for Dr. Enéas, for
the PRONA family, for Sao Paul o, and for Brazil, to haveyou
here as our guest, and to give you this deserved honor, in the
City Council of Sao Paulo.

The history of humanity is made by a few men who, in

38 Feature

Dr. Havanir and Dr. Eneas embrace, as Helga Zepp-LaRouche looks on.

one way or another, made their mark on their eras.

There are some individuals, some lesser, some greater,
bel onging to the human species, who stood out so noticeably
intheir time, that it isimpossiblefor any one of usto alludeto
those eraswithout mentioning thoseindividual s, who became
immortal landmarks of the erain which they lived.

Thus, it isimpossible to study the Fifth Century before
Christ, in Greece, without paying heed to the figure of Per-
icles. In the person of Leonardo da Vinci, the Renaissance
had the greatest exampl e of the unity of scienceand art which
nature could condense into a single human mind.

Actingfor good or for evil, somemen make history, while
the magjority of humanity is made up of individuals who are,
barely, spectators upon a stage where the drama of human
history unfolds.

Mr. LaRouche is no spectator of history. He has already
become part of history. Some centuriesfrom now, when none
of uswill be here any longer, his name will be remembered,
with admiration and respect by all those, like those of us
present here, who know how to treasure intelligence, know!-
edge, and love of the human species.

Thanks to all of you. May God bless us. This session
isclosed.

[0 LAROUCHE IN 2004 [

www.larouchein2004.com

Paid for by LaRouche in 2004.
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Helga Zepp-LaRouche

Stop the ‘New Violence,’
Create a New Renaissance

HelgaZepp-LaRouchegavethisspeechattheSaoPauloSate  General, the Red Cross, and many others, had done studies,
Appellate Criminal Court, on June 13. Subheads have been  which all proved, that there is a direct connection between

added. media violence and the increase of violence in society, rang-
ing from the so-called “school youth violence,” to street vio-
Mr. President, dear ladies and gentlemen: lence, and the barbaric acts in war.

It is a great honor for me to be able to speak to you on  The counter-argument made by the industry promoting
the subject of the New Violence today. Actually, thisis a  these media products, is that there is no such connection, the
phenomenon which threatens human civilization in the samenly those children and youth who are predisposed will react
way as a new global epidemic, and | have launched aninterna-  this way. In 1992, the American Psychological Society sai
tional campaign for the banning and outlawing of this mediathe scientific debate over this question is beside the point:
violence and of media products which glorify violence. This ~ There is no doubt. In 1999, the same society said, to deny thit
will be the first aspect of my talk, and the second one is the&onnection is as if one denied the law of gravity.
equally urgent need to have a Classical-humanist education. So, when you hear that there is no such connection, the

You may have read in the newspaper, or seen on TVare massive lies. The main reason is twofold: One, it is natu-
the renewed discussion about this problem, after, about four  rally a gigantic profit; between Hollywood and the producer
weeks ago, in Erfurt, east Germany, a 19-year-old pupil wenbf these video games; itis a billions and billions business. So,
into his school, and shot 14 teachers, 2 pupils, and then him- therefore, the denial of the industry is much worse, than th
self. As the police found out afterwards, this person, with the
name of Steinhaser, had trained for this horror-show one full
year before. He trained on the video game, “CounterStrike,'
and among his favorite movies belonged the Schwarzenegg
movie “The Terminator.” And, on his home page—his per-
sonal web page—he even had written, months before, th:
one day, he wanted to go to his school and kill everybody
like “Arnie,” meaning Arnold Schwarzenegger.

After this occurred, which sent all of Germany into a big
shock, | did an interview with an expert on “killology”—or
on kiling—the American Col. Dave Grossman (ret.), who
has written many books on “killology:'l asked him, how is
it possible thahobody—not his parents, not his friends, not
his teachers—noticed anything for one year? And, he saic
because it's normal: Millions of youth worldwide do exactly
the same thing. The video game, CounterStrike, which yo
can download (I'm not suggesting it) on the Internet, is beingd
watched, at any moment, at any hour of the day, by an averag
of 500,000 people. CounterStrike is only one of many, man
such games.

Path to Violence: LiketheLaw of Gravity
Already, in 1972, the American Medical Association, the
American Association of Psychologists, the U.S. Surgeorp_lelgaZepp_

LaRouchein Sdo Paulo. “ | want to ask you to join my
E— campaign, to stop this media violence, and help to build a
1.EIR, May 24, 2002. humanist future.”
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of the tobacco industry.

Thesecond reason for thelies, hasto do with the military-
strategic dimension. In the Second World War, it was recog-
nized that only 15% of all soldiers were willing to kill the
enemy, because to kill another human being is not normal.
So, thereisabiol ogical and psychological barrier tokill some-
body from your own species. . . . Insuch asituation in which
you haveto kill, to kill somebody €lse, the person freezesin
horror; medically, the veins contract, and in the moment of
heightened fear, the brain literally stops functioningin anor-
mal way. At that point, reflexestakeover. And normally, what
happens is, that this more unconscious reflex—not wanting
to kill somebody of your species—takes over; that even ap-
pliesfor most animal species.

So, in looking at the result of this unwillingness to kill
inthe Second World War, themilitary cameto the conclusion
that the training was not adequate. Since people only were
trained to shoot at targets, whereas real persons were killed,
this training had failed. So they developed a program to
train for killing. In a similar way, that you don’t put a pilot
into a plane after he's read the flight manual and tell him,
“Hy"—nowadays, you put him in aflight simulator, where
he trains for many, many, many hours. The same happened
with the army: The soldiers were put in killing simulators.
First, the bull’s-eyes there were replaced with humanly
shaped targets. In the past, real ammunition was used for
this training, but that turned out to be very expensive. Since
they developed video simulators, they put humanly shaped
bodies on the screen, told people to shoot in quick sequence
at these targets. The U.S. Marine Corps actually bought the
rights to the computer game “Doom,” and they used it as a
tactical exercise.

With this kind of training, they could increase the so-
called “killed-to-injured ratio” (I will come to thisin a sec-
ond). Now, if you shoot in quick sequence, it becomesahabit.
Now, for the military and the police, one could argue—I'm
not doing this, but one could argue—that this is part of the
army, or part of thewar. But, aseverybody knows, themilitary
and the police haveavery rigorousdrill, discipline, and com-
mand structure, and they’re in a body, which is very disci-
plined. If you give the exact same video games to children
and youth, thereisno such discipline.

And evenfor thepolice, it doesn’t function. In the United
States, there were many cases, like the famous [Amadou]
Diallo case, in New Y ork, where four police in plainclothes
fired 41 shots at an unarmed man. It was atypical overreac-
tion, which comes from thistraining.

Simulatorsof Murder

There is one game, for example, which is called “Time
Crisis,” wherethe person hasapistol, and if he hitsthetarget,
the target falls down. Then he feelsthe recoil of the pistal. If
he misses the target, the target fires at the person: Now, this
isamurder simulator, nothing el se. It hasbeen madeavailable
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for children, only for one purpose: to teach the children the
ability and the will, to kill.

Again, under stress, we operate on the basis of trained
reflexes. There isthe example of the policemen, who trained
at the time when the police were trained with revolvers; and
they were trained, that after they emptied the pistol with six
shots, they would put the shellsin their pockets—so that they
would not have to clean up thefiring range after the training.
In many cases, when these policefiredin areal situation, they
automatically put the empty shellsinto their pockets, because
what you train, you repeat in real life under stress. That hap-
pens when children play video games, day after day, hour
after hour—sometimes six, eight, ten hoursaday. They lose
completely thefeeling for the difference between virtual real -
ity, and reality. There wasthe case of ashooting, in Paducah,
Kentucky: A 14-year-old boy, who had never had a real
weapon in hishand, went to aschool, and hefired eight shots;
he hit eight people, and three of them were dead with a
head-shot.

Thevideo gametrainsthekilling reflex, and in the game,
the good shot is rewarded: For example, a head-shot gets a
point. Thisiswhy wecall thisphenomenon, “New Violence.”
Violence has been there for eternity, since mankind existed,
but thereisaqualitatively new dimension. In Michigan, asix-
year-old boy, after watching TV and playing video games,
went and shot a six-year-old girl, and he had zero awareness
of what he had done.

Another aspect is, that these kinds of virtual shootings
pervert the sense of joy. In Japan, in the Second World War,
they taught the soldiersto laugh about atrocities, and some of
the Asian history, like relations between Japan and China,
Japan and Korea, still suffer from the atrocities committed in
this period. These are Pavlovian methods. In Littleton, Colo-
rado, where there was the other major shooting, when a
teacher went to another school in Littleton, called the Chat-
ham School, and they announced over the loudspeaker what
had just happened in the Columbine School, the pupils ap-
plauded. So, they teach kids to feel pleasure about the death
and the suffering of other creatures.

Now, in 1996, there was a case in Port Arthur, Australia,
where 35 peoplewerekilled and 22 injured. Thiswasakilled-
to-injured ratio of 1:1.6. In the Erfurt case, it was akilled-to-
insured ratio of 1:1.25—16 killed and 19 hurt. Now, this has
been noted, because, even if special forces train for years,
they hardly cometo these kinds of figures, because, in normal
war, if you shoot atarget, it is normal, for your self-survival
instinct, that you shoot at thisonetarget, until thistarget goes
down. But what the video game does, is, it teaches you to
shoot, and to continue to shoot, quickly, quickly, quickly. If
you make a head-shot, you get an extra point.

A World of Youth Violence
Now, onereason why | got involved with thiswhole sub-
ject, is the following: | met a six-year-old boy some years
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The macabre world of video games as seen in advertising in Computer Gaming World. Endless playing of video games gives children and
adolescents the skill and the will to kill—as has been demonstrated in one“ schoolyard massacre” after another.

ago, who asked me what | know about Pokémon. | said, “I
don’t know. What is Pokémon?’ And, he said, “What? You
don’t know what Pokémonis? All childreninthewholeworld
play Pokémon!” | said, “| doubt it. | know that the childrenin
India, for example, most of them are much too poor to have
Pokémon.” And he said, “If they’re poor, we should shoot
them, because if we don’t kill them now, they will kill us.”
And | looked at this six-year-old boy!

So | started to investigate this: And, | assure you, Poké-
mon is the introduction drug to the harder video games, if
only ugly fighting, fighting, killing, fighting.

In Japan, they had to take Pokémon off the TV, because
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the kids watching it had epileptic seizures. Because what the
producers of these things do, is they use short sequences and
shortintervalsof the pictures. They consciously want to cause
an addiction in the brain of the kids. And they count on the
fact, that violence, as such, already causes addiction. With
the quickly changing images, it destroys the normal function
of the brain. The same is, by the way, the case for MTV.
Y oual know these pop videos, which have these psychedelic
effects. And | compared the coverageinthe U.S. mediaabout
Sept. 11 with these pop videos, and they have the same
method. They want to cause psychedelic effects and manipu-
|ate the audience. So, if children watch this stuff, violence
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and killing on the TV, it causes what nowadays is called
“concentration deficiency disorder,” and, among other things,
it causes areading disorder.

In Germany, which, if you remember, was once called
“the people of the poets and thinkers,” a recent study has
shown that 42% of all pupils never read a book—of 15-
year-olds. So, the children who watch this TV, they go to
school, and then the poor teacher tries to teach them gram-
mar, and mathematics, and other such things, and the child
is not used to this;, he is used to these people changing
pictures. So, it is likely, he tries to switch the channel—get
the teacher to say something different. But, if you have a
stubborn, old-fashioned teacher, and he till wants to teach
mathematics, then the child becomes hyper, and in many
countries, they give them Ritalin. And, then the brain is
finaly destroyed for sure.

Now, it is afact, that we have an explosion of violence
worldwide. In Canada, the per-capitaratio of severe assaults,
increased five times in the last 30 years. In Norway and
Greece, it increased five timesin the last 15 years. In Japan,
youthviolenceincreasedinoneyear, 30%. In Brazil, Mexico,
and India, there's an explosion of violence since TV was
introduced. And | just learned that much of the organized
crime, in the favelas and such ghetto situations, are using
these video games as a control mechanism.

Now, anybody who does not see, that, on aworld scale,
we have a gigantic brutalization of society, is blind. Those
who protest are not remembering what they have logt; it's
like the drug addict, who cannot remember the brain cells he
has destroyed.

Already, in 1948, Fredric Wertham, a German-born psy-
chiatrist, launched a campaign against comics. These were
not movies, they were little booklets. And he said of these
comics and the images out of them, “The fundamental prob-
lem of the 20th Century, isviolence.” Hewrote abook, called
TheSeduction of thelnnocent, andinthere, hequotedacertain
Raobert Southey, who said, “Y oung reader, would you know
whether the tendency of abook is good or evil? Examine in
what state of mind you lay it down. Hasit attempted to abate
your admiration and reverence for what is great and good?
And to diminish inyou, your lovefor your country, and your
fellow-citizens? Has it addressed itself to your pride, your
vanity, your selfishness, or any of your evil propensities?
Has it defied the imagination with what is loathesome, and
shocked the heart with that is monstrous? Hasit disturbed the
sense of right and wrong, which the Creator hasimplanted in
the human soul ?” [See article p. 69.]

And then Wertham says that what comics—already in
1942—did, wasjust to cause thefeeling for violence, cruelty,
sadism, crime, beating, promiscuity, sexual perversion, race
hatred, contempt for human beings. Hequotesthefirst modern
psychologist, St. Augustine, who already was aware of this,
whowarned of the effects of mass seduction by public specta-
cles, like, for example, the Roman circus. Because, even in

42 Feature

peoplewho think they canresist this, it causesan unconscious
fascination with sadism and violence.

The‘Utopian’ Military, and the New Violence

Now, this was studied by what we call “the oligarchical
elite,” for thelast two millennia. L ook, for example, at certain
Hollywood movies, like “The Gladiator.” When this movie
cameout, the British mediaopenly wrote, “ Violenceisneces-
sary to control the population. Why? Because it causes the
tastefor the cheap, thevulgar, theviolent, theimmoral.” Now,
if Wertham could write this in 1948 about simple comic
books, now just think about the actual explosion in modern
Hollywood moviesand video games, with three-dimensional
reality. This is this old problem, which was recognized al-
ready by Plato. In The Republic, Plato wrote, that, even the
great tragedians, like Aeschylus, Sophaocles, and so forth, he
did not approve of, because they only wrote tragedies with a
tragic end; and, what was lacking was the sublime, nothing
which animatesthe people. And, he said, thisisvery devasta-
ting and bad for children.

Now, then, a lot of this was established here, in 1973,
by the American institutions. Why was nothing done about
it?

Recently, it becametotally clear, that there is atendency
in the U.S. military, which we call the “utopian faction.” If
you go back to the American Revolution, the British Empire
never forgave Americafor becoming independent. And they
have worked for more than 200 years, to get the American
establishment to adopt thismodel of the British Empire. One
professor, called William Yandell Elliott, taught this theory
sincethe’ 30s: that the United States should become the new,
global empire. This professor was the mentor of such people
asKissinger, Brzezinski, and Samuel Huntington, whowrote,
among other things, a book about the Clash of Civilizations.
Huntington also wrote another book, called The Soldier and
the State, which argues, there should not be adraft army, but
a professiona army. This conception of the army, fits the
idea of the new, global Anglo-American empire, where the
military is supposed to be the mindless legions who control
this empire, worldwide.

After Sept. 11, and especialy after the bombing of Af-
ghanistan, thisHuntington policy of the Clash of Civilizations
isaready operating U.S. policy. Thereisagigantic effort to
build up Islam asthe new enemy. And, obvioudly, if you want
to havealot of colonial wars—Bush spoke recently about 60
countries against which this war has to be fought, eventu-
ally—we need recruits. And, you can’'t have people who are
educated for 18 yearsin ahumanist way, then turn them into
killers. So, it's much better to have people, who have the
predisposition for thiskilling.

If you think that what I’'m saying is too wild, | can only
assure you, the U.S. Army, about four weeks ago, put out a
video game, which simulated shooting and fighting in real
war, and they made an explicit appeal to youth who like to
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play video games, to come and join the Army to havethereal
thing! Now, for me, this disclosestheir intention.

For aBan, and Classical Education

So therefore, what we are looking at, isreally agigantic
problem. And what do we do about it? | have made a call to
have an international ban on media violence. The argument,
that you can’t blamethisfor violence, isabsol utely fraudul ent.
For the Internet, you have modern processes, with which you
can eliminate access to such things. Y ou can impose punish-
ment: You know, those people who produce those things,
should have serious fines, jail, monetary sanctions. And, |
think that, if theworld public and the different nations recog-
nized what is really the threat of losing civilization by these
means, | can seethe possibility that the United Nationswould
adopt a protocol to this effect. The key isto ban it, to makeit
despicable, to make consciousthat thisisugly, that we don’t
want this!

But let mebriefly speak about the second aspect: the abso-
lute, urgent need to go to ahumanist education. In particular,
Wilhelm von Humboldt’s conception—the brother of Alex-
ander von Humboldt, who | think is more famous in Ibero-
America. One of the founders of the German Classic was
called Moses Mendelssohn. And he wrote, in the 18th Cen-
tury, why the study of Classical drama is so important: Be-
cause, when you put the great i ssues of mankind on the stage,
wherethe audience can seethat the future of mankindisbeing
discussed, then the average person identifiesfor the period of
the dramawith the person on the stage, and he can learn that
the action of the hero determines the doom and decay, or a
positive outcomefor society. Mendel ssohn saysthisisneces-
sary, because ordinary peopleinreal life, don’t havethetime
to think about these big issues. Therefore, when you rehearse
it, in the drama, and then in real life, you are hit with an
important question, then you havetrained for it.

So, you seg, it is exactly the opposite of what the video
game does. The video game trains the reflex for the ugly and
the killing, and the Classical drama trains how to be better
people, how to be elevated, how to improve your humanity.

Wilhelm von Humbol dt developed, in my view, the best
and most famous educational reform in theworld. He argued
against the pragmatic tendency of his time, saying that the
aim of education must not be for a utilitarian purpose, but the
aim of education must be the beauty of the character of the
pupils. Wilhelm von Humbol dt wrote, “ For this purposeg, itis
essentia to eliminate everything mechanical. It is the main
principle of this method, that the child must always have a
full and clear conscience, in what he says and hears and acts
inthisway, in each moment; that he can account for even the
smallest matter, at each moment; that helearnsin thisway to
think clearly, to want explicitly, and to speak precisely.” So,
you see, this method is exactly the opposite: It's supposed to
make the pupil conscious and clear in each moment; not a
trained, mechanical reflex.
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Humbol dt said that there are certain subject matterswhich
aremoresuited than others, to devel oping all the potentialities
of thechildtoanharmonic unity. Oneisthecommand of one’s
own high language—why you have to study great drama,
beautiful poems of the best poets of your own language and
other languages. Y ou haveto study universal history, because
only if you know what you owe previous generations, will
you have a noble wish to contribute to future generations.
And you have to study art and science, so you can replicate
the creative minds of the past.

Facing a Crisisof Civilization

Schiller wrote in the Aesthetical Letters, that the role of
Classical art isthe necessary means for the moral education.
Schiller’s highest ideal was a beautiful soul: man, when he
has educated his emotions to the highest level, so that he can
blindly trust his emotions, because they’ re never in contrast
to reason. A beautiful soul is a person for whom fear and
necessity, passion and duty are the same.

Schiller wrote, already in the 1780s, that human devel op-
ment has reached apoint, that only the perfection and enoble-
ment of the individual can bring society to a higher level.
What is most damaging, iswhen people are deprived of their
individuality, by herding them into masses. Thiswasin 1780:
Now, what isherding peoplemoreinto mindlessmasses, than
pop concerts? You can turn the TV on in Germany, Brazil,
China, and India, and you turn on MTV, and every time,
what pops out? Britney Spears. And she has avocabularly of
exactly 80 words. And then you see the dionysian masses.
And, what makes the people more into masses, than playing
the same, stupid video game, in China, in South Africa, in
India? Thereisno clear futurein the world.

Now, we are right now in the end phase of a systemic
collapse of thefinancial system. Thisisnot my subject, today.
But, if you think about the combination of what happened
with Argentina, themuchworse crisisin Japan, the beginning
of the collapse of the dollar, which would bring the whole
system down—you know we are at acrucial branching point
of history. When | say that we are faced with a systemic
collapse, | don't just speak about the financial system: I'm
talking about the crisis of civilization. The biggest problem
is, that we arein danger of losing our humanity, of which the
video violenceisjust theworst cancer and the AIDSvirus. It
isup to us: What should the future be? Do we want to have a
collapse into barbarism, where the youth are regarded to be
the most dangerous part of society? Or, do wewant anew Re-
naissance?

| suggest that we go the way of the Dialogue of Cultures,
in the best traditions of each. And, I'm optimistic, that the
view of this great horror is evoking something good in more
people, and that we can make anew Renaissance. Therefore,
| want to ask you to join my campaign, to stop this media
violence, and help to build a humanist future.

Thank you.
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Bush’s Folly May Launch
Sharon’s New Middle East War

by Dean Andromidas

Calling for the overthrow of Palestinian Authority President  fer. Ghilan said, “With this speech the Americans have
Yasser Arafat, President George Bush’s June 24 Middle Eastdopted the Sharon line. . . . This is very bad, a worst begin-
Policy speech has set the stage for a new Middle Eastwar,a  ning possible for a new era of wars in the region.” Itis a clez
war that could include the deployment of nuclear weaponssignal, Ghilan warned, that a war against Iraq is on, even if it
U.S. Presidential precandidate Lyndon H. LaRouche, Jr. said includes only the United States and Israel. With this spee«
that the speech immediately threatened the physical elimingdhe Bush Administration signalled it does not care about the
tion of Arafat by Prime Minister Ariel Sharon’s military, by concerns of Arab countries.
means of which, Israel would put Hamas in control in Pales- Another leading Israeli journalist commented that the
tine. LaRouche identified the causal backdrop to Bush'’s en- problematic nature of the speech was seen in the immediz
dorsement of Sharon’s drive for war, as the administration’sand aggressive reaction by extremists on both the Israeli and
fear of the unfolding economic and financial collapse. With Palestinian sides.
the Rose Garden speech, Bush has unleashed a process that
the administration will not be able to control, possibly leadingEur ope: Dismay Behind Diplomatic Niceties
to general war, including Israel’s deployment of the nuclear Behind diplomatic comments, Western Europe is horri-
missiles, of which it has lately been boasting, against Iran  fied by Bush’s speech, because it clearly demonstrates th
orlrag. the Bush Administration, running away from financial and
Sharon and the rest of the Likud party found it hard to ~ economic problems, is prepared to lead the West into a cate
conceal their glee with Bush’s presentation. Communicationstrophic Middle East war. A British figure active in Atlantic
Minister Ruben Rivlin invited Bush to join the Likud’s Cen-  Alliance affairs for years, called the Bush speech “disappoint-
tral Committee, while Avidgor Lieberman of the extreme- ing, hardly even-handed. After all, if he is demanding a
right Yisrael Beitenu party, told the Londd&iinancial Times  change in the Palestinian leadership, why not in the Israeli
(June 26), that Bush “has made clear . . . Arafat must be rdeadership as well? Meanwhile, there is no real timetable for
placed, even if by force.” a solution, and the occupation by the Israeli Army will con-
But in Europe and the Middle East generally, includingtinue. As for Arafat, if there is an election now, he will win it
in the peace camp and among more sober policymakers in massively. The real danger now, in my view, is that somebot
Israel itself, Bush's speech was received with shock and diswill kill Arafat; the Bush speech will be seen as a license to
belief. Foreign Minister Shimon Peres, of the Labor Party, kill.” The short-term likelihood of a U.S. attack on Irag is also
for example, after auditing the Rose Garden speech, reporincreased; again, “the White House wants to get this war
edly said it was a “fatal mistake” and warned: “A bloodbath ~ going, before there is a mood-change on the economy.” This
can be expected.” source reported that “private briefings . . . have begun, from
Veteran Israeli peace activist and editor of themel &  the British government, to Labour parliamentarians, that war
Palestine Strategic Updat®jaxim Ghilan, toldEIRto “pre-  against Iraq is on the agenda.”
pare for a nevNgba; the Arabic term for forcible mass trans- Another British Middle East analyst warned that with
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President Bush giving his June 24 Rose Garden speech on the Mideast, flanked by
Condoleezza Rice, Colin Powell, and Donald Rumsfeld. Bush’s demand to get rid of
Yasser Arafat “unleashed a process the administration will not be able to control.”

Bush’s new tack, “Sharon is now really in the driver’s seat,
facing no pressure from the Bush Administration. Whatever
may be his conscious thoughts, the logic of the situation is
leading to Palestinian transfer, and he won't be unhappy, if
and when it happens. . . . Isragli transfer of the Palestinians
will create colossal problemsfor European governments, and
will force these governments, once and for all, to decide be-
tween what their own populations think, and the United
States. . . . | can assure you, European governments are now
very scared about all this.”

Mass Expulsion and Nuclear War

Both the mass expulsion of the Palestinian population,
and region-wide war, are now very near-term threats; and
Sharonispreparedto uselsrael’ snuclear arsenal to blackmail
the West, and to strike at Iran, Irag, Syria, or any other poten-
tial adversary.

In the June 25 issue of Israel & Palestine Strategic Up-

date,Ghilanwrites, “We are being thrown back, by Bush and
his administration, to direct, bloody and total confrontation
between the Palestinians and the | sraglis, indeed between all
Arabs and the United States, and possibly al the West. . . .
Hamas and Islamic Jihad are now reaching out, and Sharon
helps them.” Ghilan warns that Sharon will move to expel
three and a half million Palestinians and Israeli Arabs, while
Hamaswill hopeto lead Muslimsworldwideina*global war
against the Jews and the Americans.”

“Sharon and Israel’s . . . government like this,” Ghilan
says. “They hope they can drag the West into a worldwide
crusade against Islam, one in which Arafat is considered in
Washington as equal to bin Laden.”

Within 36 hoursof Bush' s speech, | sraeli mediabegan an
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open discussion of Isragl’s nuclear
strike capabilities and the need to use
them, toforcelran, Irag, and other coun-
triesaway from acquiring nuclear weap-
ons. On June 26, the lead article in the
Israeli daily Ha'aretz was headlined,
“lsrael Can Now Launch Missiles to
Any Location on Earth.” The piece re-
ports the strategic significance of Isra
el’s recent launching of its Ofek 5 spy
satellite, (see EIR,June 28, 2002). Prof.
Moshe Gelman, the director of the
Asher Institute at Technion-lsragl Insti-
tute of Technology isquoted: “Fromthe
moment the State of I srael hasthe capa-
bility to launch a satellite into orbit
around the Earth at aheight of hundreds
of kilometers, it established capability
to launch, by means of missile, a pay-
load to any location on the face of the
Earth.” Avi Har-Even, the director of
thelsrael Space Agency, confirmed that
the launching of the Ofek 5 has two strategic aspects. the
ability to monitor activities in hostile states; and Israel’s
launch capabilitiesfor missile strikes.

Thesetwo organizations are government-backed, making
these statements a warning from the Sharon government to
therest of the world.

Gelman explains, “There is no difference between the
path of aballistic missileand arocket used tolaunch asatellite
into orbit. The only difference is the target.” He cited the
example of the 1957 launching of Sputnik 1 by the Soviet
Union. Gelman says that the United States became “frantic”
because “the White House and the Pentagon realized the
U.S.S.R. had the ahility to launch awarhead at any location
in Americaor any point on the face of the planet.”

As EIR reported on June 28, the Shavit rocket, which
launched Ofek 5into orbit, isaderivative of thelsragli ballis-
ticmissilesJericho |1 and |11, and can reach arange of at least
7,200 kilometers (4,500 miles) when carrying awarhead.

Target Iranand Iraq

The Foreign Reporta sister publication of the British
Jane’s Defence Weeklgublished a claim that on June 24,
Israeli authorities had arrested six Palestinians who were en
route to a suicide attack against the military facilities where
Israel’s nuclear bombs and Jericho surface-to-surface mis-
siles are stored. Although Isragli Army Radio reported that
|sraeli defenseofficialswere* denying thismorning that secu-
rity information of thisnaturewasindeedreceived,” thereport
feeds into a campaign by the Isragli security establishment
warning of a“mega’ terrorist attack, perpetrated by Palestin-
ians backed by Iran or Irag, which would force a draconian
military response—and all-out war.
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On June 25, speaking before the Board of Governors of
the Jewish Agency, Defense Minister Binyamin Ben-Eliezer,
while praising Bush’s speech, lashed out at Iran as posing an
existential threatto I srael. “ Thewholeworldissleepingwhile
Iran builds a core nuclear infrastructure that is going to do
something bad to the interests of theworld.”

Ha' aretzreported on June 27 that Ben-Eliezer’ scomment
reflectsthe intensifying debate within Israel’ s security estab-
lishment on how to respond to Iran’ s attempts to acquire nu-
clear weapons. Senior political correspondent Aluf Benn
wrote, “A nuclear-empowered Iran is perceived as the main
strategic risk to Israel, because it would end [Israel’s] pre-
sumed [nuclear weapons] monopoly in the region. Most ele-
mentsin|srael believethat everything should bedone, includ-
ing, if necessary, using force, to prevent Tehran from
achieving nuclear weapon capabilities.” Benn revealed that
Israel’s National Security Council is drafting a study on the
country’ s policy toward Iran.

Thissamethreat was further elaborated by M ossad direc-
tor Ephraim Halevy, who on June 26 briefed a closed-door
session of NATO's North Atlantic Council in Brussels, at-
tacking Iran, Irag, Syria, and Libya, alleging they are conspir-
ing to acquire nuclear, chemical, and biological weapons.
Among the participants were NATO's highest officials, in-
cluding Secretary General Lord George Robertson and the
chairman of NATO's Military Committee, Italian Adm.
Guido Venturi. U.S. Ambassador to NATO Nicholas Burns
wasat Halevy’ sside, and made commentsinwhich hequoted
extensively from Bush's speech.

Halevy charged that Iran is developing “weapon-grade
nuclear capabilities’ and missile systems for their delivery.
He said Iran’ s adherence to the Chemical Weapons Conven-
tion is nothing more than “acover for construction of adual-
purposecivilianinfrastructurewhich could be converted very
speedily into production capabilities of large quantities of
VX gas” He aso attacked Irag, claiming it is now doing
everything possible to produce weapons of mass destruction.
“We have clear indications that this has been and is their
unswerving desire. ... We have partial evidence that they
have renewed their production of VX and anthrax.”

Halevy thenlashed out at Syria—alsosingled outin Presi-
dent Bush’ s June 24 speech, thustightening thetrigger for an
Israeli military attack—for its possession of Scud missiles
and capabilities to produce sarin nerve gas agents.

Halevy threatened that theinternational community “will
have no option but to force” all these countries “to be ac-
countable.”

Commenting on this series of leaked reports on Israel
nuclear capabilities and intentions, a senior Israeli political
analyst told EIR that after Bush's speech, the Israeli govern-
ment feels that it can “defy the whole world.” It will al
lead, the analyst said, to adisaster: “It islike a Greek drama:
You know disaster awaits, but you can't do anything
about it.”
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Denuclearize Mideast
To Stop War Threat:
LaRouche

by Jeffrey Steinberg

If thereisanation on the planet that deservesto be described
and dealt with as arogue state, armed with weapons of mass
destruction and intent on using them, it is Isragl under the
terror reign of war criminal Prime Minister Ariel Sharon.
If this was a matter of assertion or conjecture in the past,
statements coming out of top Isragli officialsin the past days
have eliminated any cause for hesitation.

On June 26, the Israeli daily Ha' aretz cited top Isragli
space scientists declaring publicly that |srael—which has
long possessed an arsenal of nuclear weapons—now has the
capacity to fireintercontinental ballistic missiles (ICBMs) at
targets” anywhereon Earth.” The scientistswere Prof. Moshe
Gelman, head of the Asher Institute at Technion-Israel Insti-
tute of Technology; and Avi Har-Even, the director-general
of the Israeli Space Agency (ISA), which recently launched
the Ofek 5 satellite (see preceding article).

Democratic Party Presidential pre-candidate Lyndon
LaRouchereacted strongly to thislsraeli announcement of an
ICBM capability. He characterized it as a direct threat by
Ariel Sharon against any nation that attemptstointerferewith
Israel’s mad drive for its “ Greater Israel” permanent annex-
ation of the West Bank and Gaza and the mass expulsion of
the 3.5 million Palestiniansliving in those territories. “Israel
isthreatening global thermonuclear war,” LaRouchewarned,
and this is unacceptable. He called upon the international
community to immediately make the entire Mideast a“ denu-
clearized zone,” by forcing Israel to dismantle its nuclear
weapons arsenal. LaRouche characterized the announcement
of thelsraeli ICBM capability asa“ phase-change” inaglobal
strategic situation, already driven to the brink of war by the
onrushing financial collapse and the June 24 speech by Presi-
dent GeorgeW. Bush, whichgave Sharonadefacto American
“greenlight” totakeany action against the Pal estinianswhich
he deems necessary.

Pushing a New Regional War

The Isragli intent to use nuclear weapons was a topic of,
at minimum, implicit discussion involving the United States
and other NATO nations, at aJune 26 Brussel sbehind-closed-
doorsmesting of NATO’ sNorth Atlantic Council, whichwas
addressed by the current head of the Israeli Mossad intelli-
gence service, Ephraim Halevy.
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According to Israeli military historian Martin Van Cre-
veld, who wrote that “ Sharon’s plan is to drive Palestinians
acrosstheJordan,” theintent of thepresent I sraeli government
isto seizeupon either aU.S. military attack on Irag, aimed at
overthrowing Saddam Hussein, or a seriousterrorist incident
inside Israel, to launch a*mass transfer” of more than 2 mil-
lion Palestiniansliving inthe West Bank and Gaza, acrossthe
river into Jordan.

“Should such circumstancesarise,” Van Creveld wrotein
the April 28 issue of Conrad Black’s London Sunday Tele-
graph, “then Israel would mobilise with lightning speed—
even now, much of its male population is on standby.”

He spelled out a precise order of battle for the “mass
transfer,” athough noting his personal opposition to the
Sharon scheme: “First, the country’ sthree ultra-modern sub-
marines would take up firing positions out at sea. Borders
would be closed, a news blackout imposed, and all foreign
journalists rounded up and confined to ahotel asguestsof the
government. A force of 12 divisions, 11 of them armoured,
plus various territorial units suitable for occupation duties,
would be deployed: five against Egypt, three against Syria,
and one opposite L ebanon. Thiswould leavethreetofaceeast
as well as enough forces to put a tank inside every Arab-
Israeli village just in case their populations get any funny
ideas. The expulsion of the Palestinianswould require only a
few brigades. They would not drag people out of their houses
but use heavy artillery to drive them out; the damage caused
to Jenin would look like a pinprick in comparison.”

Van Creveld estimated that none of the Arab stateswould
respond militarily, adding, “ Should Saddam be mad enough
to resort to weapons of mass destruction, then Isragl’s re-
sponse would be so ‘awesome and terrible’ (as Yitzhak
Shamir, the former Prime Minister once said) as to defy the
imagination.” Thisisunquestionably adirect referenceto an
Israeli use of nuclear weapons against Irag. He concluded,
“Israeli military experts estimate that such a war could be
over injust eight days.”

Van Creveld concluded that only the United States could
stop such an I sraeli doomsday scenario from playing out, and
right now, chancesare slimto nil that Americawill stepinto
stop Israel, which is seen by Bush asamajor aly inthe “war
on terrorism.” After Bush's June 24 speech, copies of Van
Creveld' sarticle were taken from the files and studied inten-
sively, by many Arab military and intelligence commanders,
according to awell-informed Egyptian source.

Deadly Arsenal

The scale of the Israeli nuclear weapons program isvast,
and hasnow been qualitatively transformed, by | sragl’ sacqui-
sition of three German-made diesel-powered submarines,
which, according to a recent study by the Carnegie Endow-
ment for International Peace, are armed with nuclear war-
heads on cruise missiles. Carnegie published areport early in
June, detailing the Isragli nuclear weapons program. That
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While President Bush and other heads of state posed in Canada on
June 26, Israel’ s sudden boasting of its worldwide nuclear-strike
capability triggered a phase-shift for the worsein the strategic
situation. World leaders have to confront Israel’ sthreat to use
nukes, Lyndon LaRouche insisted on June 27.

book-length report on global nuclear weapons proliferation,
Deadly Arsenals—Tracking Weapons of Mass Destruction,
included achapter on lsragl’ snuclear, chemical, and biol ogi-
cal weapons program.

Theauthorswrote: “ Probably themost important nuclear-
related development in I srael istheformation of its sea-based
nuclear arm. By July 2000 Israel completed taking delivery
of al three of the Dol phin-class submarinesit had ordered at
the Thyssen-Nordseewerke shipyard in Kiel, Germany. In
doing so, it is widely believed, Israel moved significantly
toward acquiring a survivable second-strike nuclear capabil -
ity. All indications are that Israel ison theway to finalizing a
restructuring of its nuclear forces into a triad, like the
United States.

“Since the early 1980s (and probably even earlier) the
Israeli navy (jointly with other governmental agencies) lob-
bied hard for thenotionthat Israel should build asmall fleet of
modern diesel submarinesfor *strategic purposes,” an Israeli
euphemism for a sea-launched nuclear capability. ... It is
aso believed (but not confirmed) that the most sensitive as-
pect of the project, the cruise-missile technology that renders
the diesel submarines nuclear-capable launching platforms,
wasdeveloped and builtinlsragl. . . . According to onereport
inthe London Sunday Times, by early 2000 Israel had carried
out thefirst launching tests of its cruise missiles.”

The Carnegie study concluded, “A fleet of three subma-
rinesis believed to be the minimum that |srael needsto have
a deployment at sea of one nuclear-armed submarine at all
times.”

The fact that Israel has achieved a deployable nuclear
triad was advertised in a June 15 report in the Washington
Post, under the headline, “Israel Has Submarine-Based
Atomic Arms Capability.”
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Nabil Shaath: Does Stopping Vaccines
For Children Help Israeli Security”?

Palestinian Authority Minister of Planning and I nternational
Cooperation Dr. Nabil Shaath spoke before the Center for
Poalicy Analysis on Palestine, on June 21. His account today
confirms reports that the Sharon government in Israel has
created conditions—without international protest—far
wor se than those that existed prior to the Oslo Accords.

Dr. Shaathisalsoamember of thePalestinian Legidlative
Assembly, to which he was elected in 1996, representing the
town of Khan Younisin Gaza. He wasa member of the Pales-
tinian delegation to the peace talks in Madrid, in Oslo, and
inWashington. He headed thefir st del egation of the Palestine
Liberation Organization (PLO) to the UN in 1974.

His speech, excerpted below, was given in the midst
of his talks with Bush Administration officials, including
Secretary of Sate Colin Powell and National Security Ad-
viser Condoleezza Rice, prior to President Bush’s June 24
speech on Mideast policy. It was a moral challenge Bush
wouldn’t hear.

Subheads have been added.

Ithasbeenavery difficult conflict, . . . oneof thethreeremain-
ing conflicts of settler colonialism with ethnic religious fac-
tors built into them—South Africa, Ireland, and Palestine.
Many timeswe thought that [peace in] Palestinewould come
first. In fact, | wasinvited several timesto lecturein Ireland
about the success of the Palestinian peace process. . . .

Pal estine remainsamajor problem for settler colonialism
. . .and the Pal estinian peopl e remain apeople occupied, their
country occupied and the majority of their people in exile,
refugeesall around theworld. And, whatever the Palestinians
have achieved so far, isbeing vitiated by reoccupation of the
Palestinian territories. As you probably know, the lsraglis
declared they are going to reoccupy, and remain in reoccupa-
tion for up to six months, and they will follow what their Shin
Beth director Avi Dichter has been telling them for the last
three to four months, that they should remain in full occupa-
tionuntil they build that infamousfence, tofenceinthePales-
tinians in the West Bank, as they think they have already
fenced in the Palestiniansinside Gaza.

The occupation isnow almost total and complete, and the
Israelis, ontop of that, have divided the West Bank into eight
bantustans, eight cantons, eight regions which are totally
boxed in and surrounded. . . . A truck moving from Hebron
to Nabluswould probably haveto unload and maketransship-
ment two or threetimesto carry aload from HebrontoNablus,
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going through international-like checkpoints between every
zone and the other.

Under these eight zones of exclusion—Jerusalem is an-
other one, with another Berlin Wall around it—there are four
in Gaza, making a total of 13 between the West Bank and
Gaza. But in the West Bank alone, inside these eight cantons,
there are 262 sub-exclusion areas, that are totally boxed in,
with checkpoints, tanks, artillery, heavy Isragli army pres-
ence, that havea most ended mobility of Pal estiniansbetween
towns and made life absolutely impossible.

Israelistoday are not only keeping peoplein, but they are
goinginwiththeir tanksasthey didinthe Jenin market, where
six kids, al under the age of 12, were killed by Israeli tanks.
Thelsraglisonceagain comeup with thishorrible euphemism
of “collateral damage.”. . . When thelsragliskill Palestinians
itis“self-defense.”. . . Itis“collateral damage” . . . whenthey
kill Palestiniancivilians. It may beby “mistake,” but mistakes
in the Israeli army are never corrected, and never taken to
court. The famous killing of three Bedouin women in
Gaza. . . : theperpetratorswere never eventakentodisciplin-
ary court. The killing of the five children [of one family] in
Khan Y ounis, with mines that were planted on their road to
school just the night before, again went totally unpunished.
And so on, and so on, and so on. What happened in Jenin in
thefirstinvasionin March, again, the | sraglis kept everybody
out, as you know, and refused a board of inquiry from the
United Nations.

‘An Economy That | s Shattered’

Thisisrealy part of the lot of Palestinians at this time.
... Welost at least 55% of our GDP; 70% of our people are
unemployed, and are under the poverty line of $2 per day, per
family, using I sragli prices; thisisnot Y emen or Bangladesh;
thisis Palestinian territory that lives on products that are [at]
Israeli prices, |sragli taxes, and | sraeli standardsof living; and
therefore $2 per day per family is—devastation, actually. An
economy that is shattered and destroyed.

A policeforce—inthe West Bank at least—that has been
totally destroyed. . . . 8,000 Palestinian policemen were ar-
rested and kept in Isragli custody, and kept in Israeli military
camps; ... 2,000 Palestinian policemen in the West Bank
were decommissioned, sent back under the Isragli army to
their villages, and told, if you ever go back to join the police
force, you will be considered terrorists and you will be shot
on sight.
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Palestinian Authority
Planning Minister Dr. Nabil
Shaath.

Every single Palestinian barracks, police station, prison,
vehicle, communications equipment—totally destroyed by
the Israeli army on the West Bank. And most of the physical
structures were destroyed in Gaza also by F16s and Apache
helicopter gunships. . . . That alsoincludesthe medical hospi-
tals of the Palestinian security forces in Gaza and the West
Bank.

One cannot but ask. . . : How could you destroy . . . the
very policeforceyou are urging to comeforth and take action
to protect Israglis?. . .

Extra-Judicial Murders

[Shaath described in detail how, in 1996, after three " sui-
cidebombings,” Palestinian Authority President Y asser Ara-
fat and the Palestinian police forces completely stopped
bombings for three and a half years, based on the optimism
engendered by the | sraeli Defense Forces (IDF) withdrawing
from 40% of the occupied territories, by the successful first
local, legidative, and Presidential elections. However, today,
the Pal estinians experience constant “ | sraeli occupations, and
reoccupations, and sieges, and curfews, and killings, and as-
sassinations,” which engender violence. He stressed the trav-
esty of the assassinations policy.]

Israeli has no capital punishment. . .. Even if the court
establishesyour guilt, youget at most prisonfor life. To assas-
sinate 300 Palestinians during the last two years, [and] the
world euphemistically callsthisextra-judicial killing. Inother
words, these are assassi nations made without any rule of law,
or order, of people whom the Isragli security agencies deem
a security risk to Israel. They get assassinated, in a country
that claimsit has no capital punishment.

Why Camp David Failed

Thisisthe situation aswestand. . . . Wewant to havetwo
statesside by side. We spent at | east ten yearsnegotiating. . . .
Thefact that [peace] failed at the nick, at the beginning of the
permanent settlement negotiations at Camp David and Taba,
isnot unusual. We have seen thishappeninIreland . . . [and]
in South Africa. When you come so close to the conclusion,
every party thinks that, if | sign now, that is end of al my
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effort to achievewhat | want. . . . And the Palestinians could
not have possibly signed on to Camp David, with 79% of
the West Bank; with nothing in Jerusalem; nothing on the
refugees; with no sovereignty for their skies, or their under-
ground water, or sea. With Israeli Zionistsoccupying all their
borders.. . . What kind of sovereignty isthis? A country with-
out borders, without capital, without rights even in its own
water and skies? Camp David would have never been ac-
cepted by Palestinians. . . .

Camp David would have been an excellent opportunity,
had it been considered thefirst round in negotiations, leading
eventually to apeace process. . . .

And so, with Mr. Sharon, we went into the abyss, and
the confrontation went into cycle of violence after cycle of
violence. Horrible. Devastating, in every way. And instead of
exchanging land for peace, we have how more occupation,
and deeper occupation of that land, and of course avery dim
view of the possibility of peace. . . .

The settlements are al so the problem with security. When
the Israglis talk about walls, they want to snake around the
settlements. . . but they cannot, so they haveto have, besides
thewalls, very heavy physical and military presencein order
to protect the settlementsinside. When the | sraelistalk about
security, they are thinking about the 200 settlements and the
400,000 settlers. The settlements doubled during the Odo
agreements. How can you possibly make an agreement on the
basis of exchange of land for peace, and ending occupation,
and yet, during that period, deepen your occupation by
200,000 more settlers. . . ?

Choking the Palestinian people with sieges in the name
of security. How, for example, is security enhanced for Israel
when you prevent child vaccinations. . . ? Up till this year,
Palestine had 94% of the children vaccinated every year, and
we got 4.5 million worth of vaccines from Japan every year.
Thisyear the Israelis prevented polio vaccine and other vac-
cinesfrom being distributed. How doesthis protect their secu-
rity? The Israglis in the last four days destroyed the only
medical oxygen factoriesin Gazaand the West Bank, so Gaza
today is without any oxygen for its hospitals. And since the
Israelis prevent any oxygen tanks from getting into Gaza
across any borders, what does this mean—you mean, killing
any patients who need oxygen, in intensive care, or in an
operation. . . . It'sthis pretext of security . . . expanded with
the presence of 200 settlements. Because, then you don’t
know wherethebordersare. . . . They arewherever an I sragli
is. Andthat isasituation that cannot be protected, except with
amad mind of reoccupying and destroying everything the
Palestinians have built.

‘Go Back ToHope

WEell, go back to hope. | want to conclude with hope,
because | don't see, really, any solution based on more vio-
lence. ... Any more Isragli violence is a pretext for more
Palestinian violence. There is no way, and this cannot be
stopped until you utterly do what the lunatics in Israel say:
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Transfer the whol e Pal estinian peopl e outside—it won' t hap-
pen; it won't happen.

But some Isragli lunatics think so, that if you can’t beat
the Palestinians into submission, drive them into the sea.
How ironic.

Therefore, you havetolook for peace. | camewith apaper
[which | gave to Colin Powell and Condoleezza Rice]. |
started talking about three requirements.

One, was the necessity of positing 1967 borders as the
bordersof afuture Palestinian state; asthe bordersthat would
set theterritorial termsof referencefor al thispeace process.

Number two, timetable. We cannot go on forever without
afixed time. . . . We suggested a year for finishing negotia-
tions, and a year for implementing them. . . . Please take it
from me: A year is quite sufficient, if there is the political
will.

And thirdly, a serious involvement by the United States
and the international community, with the will to pressure
and persuade, and the presence on the ground to protect and
safeguard . . . international troops on the ground. . . . It has
happened and it has worked, at least temporarily . . . until
there are agreements. . . .

Despite al, | remain hopeful, and | think it still can be
done. It has to be done, because the alternative is utter di-
saster.

-
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Bush'’s Perpetual War
Doctrine Scares
Even the Reaganites

by Michele Steinberg

President George W. Bush ismaking less sense every day, in
his speeches about the “war against terrorism” and a need
for “pre-emptive warfare.” Bush says the global enemy—
terrorism—operatesin the* shadows,” which supposedly ex-
plains why his speeches flail in every direction, one day
against Iragi President Saddam Hussein, another day warning
of moreal-Qaedathreats, and on June 24, against the Pal estin-
ian Authority and its beleaguered President, Y asser Arafat.
When heisin a“take the offensive” mode, Bush announces
“victory” inthewar on terrorism, unable to then answer why
a-Qaeda forces are still launching successful operations
against U.S. and alied combatantsin Afghanistan, as occur-
red on June 26 when al-Qaeda killed ten Pakistani soldiers.

Most leading U.S. figureshave been afraid of being called
“un-patriotic,” if they criticize Bush’ swar-whooping. But in
recent weeks, the “war on terror doctring” itself has been
challenged internationally as afraud. In some casesthe criti-
cism has come from unexpected quarters, ranging from the
neo-conservative American Enterprise Ingtitute (AEI) to the
Russian military’ s newspaper Red Star.

On June 21, in the London Financial Times, Reagan-era
U.S. Ambassador to the United Nations Jeane Kirkpatrick,
who is now with AEI, delivered a*“dutch uncle” admonition
against “pre-emptive action” to Bush, who loves to cloak
himself in the policies of Ronald Reagan.

That wasn’'t Reagan’s policy, according to the Financial
Times, which writes that “when the last pre-emptive military
strike was launched to destroy Irag’ s nuclear ambitions, the
U.S. had no hesitationincondemning thel sraglisfor bombing
the Osirak reactor in 1981. Jeane Kirkpatrick, then U.S. repre-
sentative to the United Nations, said, ‘| don’t think anybody
in the whole cabinet believesin the use of pre-emptive force
and that iswhy we condemned Israel.””

Kirkpatrick saysthat a pre-emptive hit on Irag today “in-
volves a real shift of course for American military strategy
and tactics, and | do have some questions about whether it is
aprudent shift of tactics. The question iswhether the conse-
guences would be to win recruits for the most radical 1slam-
ists, and create more problems for Hosni Mubarak of Egypt,
or Jordan's King Abdullah. Irag has been a secular govern-
ment, and | think wedon’t want to participatein driving those
secular governments into something more violent and Is-
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lamist.”

U.S. Presidential pre-candidate Lyndon LaRouche com-
mented that Bush’s anti-terrorism policy amounts to “Fire!
Aim! Load!,” and others are also warning Bush not to “ shoot
first and ask questions later.”

On June 17, former U.S. Ambassador Edward Peck, who
served as U.S. Chief of Mission to Iraq (1977-80), told Na-
tional Public Radio that the Presidential order to remove Sad-
dam Hussein, exposed in the June 16 Washington Post by
Bob Woodward, would unleash aflood of opposition through-
out the Middle East. Peck denounced the idea that the CIA
could be used for this purpose, and warned that such an action
by the United Stateswould “createanimplosion” inside Iraq,
and do the most damage to the Iraqgi people, who have borne
the brunt of 11 years of sanctions. “Who gavethe U.S.A. the
right to determine who governs Irag?’ asked Peck, pointing
out that the decade of targetting Saddam Hussein, with mili-
tary and economic warfare, has actually made him stronger.
Peck says that the United States has absolutely no concern,
and no strategy, for what happensin Irag “the day after.”

Russians Give War ning

OnJune 11, afew daysafter the downing of aU.S. C-130
planeinwhichthreemore U.S. soldierswerekilled, Russia's
military newspaper Red Star asked pointed questions about
the war in Afghanistan. After more than half ayear of large-
scale U.S. military operations, can we say it was a success?
Were the al-Qaedareally defeated? it asked. Its answer: No.
In fact, there may very probably be anew civil war.

Up to January 2002, the United States made 25,000
flights, dropped 18,000 bombs, including 10,000 armed with
high-precision warheads, reports Red Star. In ToraBora, the
high-power bombs BLU-82 were also used, and Special
Forces were deployed. But today, despite such huge opera-
tions, experts agree that the operation was by no means so
successful as originally thought: There was no success in
destroying the Taliban and al-Qaedaforces.

Onereasonfor that failure, saysRed Star, isthat the Penta-
gon failed to close the border with Pakistan in time. As a
result, the majority of the Taliban/al-Qaedafighters escaped,
fleeing across the border or being safehoused by the local
population. For palitical reasons, a U.S. operation to pursue
them into Pakistan was ruled out.

But, Red Sar adds, experts consider the chief reason for
the failure of the operation to be the poor preparation by the
Pentagon itself. AsU.S. experts admit, there was inadequate
preparation for operations in the mountains at high altitudes.
U.S. forces suffered headaches, weakness, fainting, and were
not prepared for the tactics of the mountain fighters. Another
failure was the lack of understanding of the Afghan culture
and habits, lack of comprehension of the mentality of the
population. The propagandawar, including massdistribution
of leafletsfrom the air, wasafiasco. Eventssuch asthe bomb-
ing of an Afghan religious school, and repeated incidentsin
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which American forces mistakenly fired upon friendly Af-
ghan forces, led to intense hatred among the population.
Whileitisnot mentioned inthisarticle, other experts, includ-
inginthe United States, despair that the Bush Administration
ideologues refuse to recognize the Soviet quagmire in Af-
ghanistan as alesson to be heeded.

TheWorst IsYet To Come

As of June 24, with his speech on the Middle East, Bush
went further toward disaster, adopting Israeli Prime Minister
Ariel Sharon’s path against the Palestinians, one which has
led to more terror and destruction. Ironicaly, it was exactly
thisallianceagainst which Malaysian PrimeMinister Dr. Ma
hathir bin Mohamad, who recently returned from meetings
with Bush in Washington, warned on June 20. In aspeech to
the annual conference of United Malays National Organiza-
tion, the government party, Mahathir lashed out at Sharon,
and the United States, for their failuresin stopping terrorism,
linking it to policy failure on the globa financia front.

“ Faced with this unprecedented threat [Sept. 11],” said
Mahathir, “the big powers appear to have panicked and lost
their direction. Unused to handling attacks by terrorists, they
resorted to conventional warfare. Although the Sept. 11 ter-
rorists were not Afghans, but [since] Afghanistan had been
used as a base by the al-Qaeda.. . . this country was attacked
with weapons which recognize no one. Many innocent peo-
ple—civilians, old and young women, children, the sick—
were killed or wounded and millions of the people of this
unfortunate country fled to neighboring countrieswhere they
live in miserable conditions, without adequate shelter, with-
out food or medical facilities. . . .

“But terrorism has not been stopped. . . . Defeating Af-
ghanistan has not given any effect in the fight against terror-
ism. Actualy the possibility of terror attacks has increased
because Israel, which oppresses Palestine, used the war
against terrorism to upgrade itsterror attacks against the Pal-
estinians. Ariel Sharon. . . believesthat terror can be stopped
by more terror against those whom he claims are sponsors of
terrorists. . . . But the Isragli action not only fails to reduce
terror attacks, it actually causes much greater anger among
Muslims, which can cause even more terrorism. . .. Until
when does it expect to counter terror with more terror? Even
if the Israelis kill al the 6 million Palestinians there is no
guaranteethat other Muslimsand Arabsfromthe surrounding
countrieswill not terrorize like the Pal estinian suicide bomb-
ers. . . . Isragl should understand the futility of its methods.

“The only thing that will stop their terrorism is the re-
moval of the cause. . . . Thetruth is that the economic reces-
sion in these countries were caused by the rogue currency
traders dumping so much of the currencies of these countries
and the stock market players short-selling their shares. Al-
though it is clear that this caused the economic disaster, the
relevant authorities still refuse to change the international
financial regime.”
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French Elections

Chirac’s Landslide,
Or Premature Burial?

by Christine Bierre

As was to be expected, the second round of the French Na-
tional Assembly elections, on June 16, confirmed the land-
slidevictory of President Jacques Chirac’s UMP party coali-
tion in the first round a week earlier. The results of the two
rounds of the Presidential elections in March, followed by
these legidative contests in June, are so paradoxical that it
cries out for some clinical analysis of what French citizens
arethinking.

The elections took place over severa months in which
the French economy—recently hyped as “the strongest in
Europe—was “going south,” especially with unemployment
rising. Now, just as President Chirac is forming his govern-
ment, the U.S. dollar has gone into a sharp fall, and with it,
the U.S. economy headsinto a“second dip” after the plunge
of 2000-01. Thiscrisiswill put into question whether Chirac
can carry out his extremely contradictory electoral program,
which called for both large tax reductions, and big increases
in spending on security and social infrastructure.

‘Abstention’ Did Extremely Well

With 358 seats out of 577 total, Chirac’s coalition has
the absolute mgjority in the new National Assembly. The
Socidists, whose chairman, then-Prime Minister Lionel
Jospin, lost the Presidential race, also suffered major legisla-
tivelosses, going from 248 seatsto 140. Altogether the con-
servative parties, including the centrist UDF, have atotal of
399 seats, whilethe Socialistsand other | eft partieshave 175.

Among the major vote-getters, so to speak, was “ absten-
tion,” which hit a record high of over 39% of the €eligible
voters.

A closeanalysisof theseresultsindicatesasevere” Carte-
sian” problem in the population: that is, when a deductive
system hitsitslimits, people who believe in it go into afit of
rage. This happened during the first of the two rounds of the
Presidential elections, when the electorate sent Prime Minis-
ter Jospin into oblivion, gave President Chirac a cold shoul-
der, and qualified the anti-immigration, extreme rightist can-
didate Jean-Marie Le Pen for the second round of the
Presidential polling.

But, what if the citizens who have just lashed out at the
leaders of the system which has failed them, are themselves
unableto create or to chooseleaders of ahigher quality, beset
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asthey are by fears, slanders against serious leadership, and
lack of intellectual courage? Then, the votersfall back onthe
rules of the very game they had just rejected.

Thus, in the June el ections, the French decided to votefor
the same forces they had just repudiated in March. In even
higher proportion than in the first Presidential round, voters
stayed away from the pollsin disgust.

Those who decided to cast ballots did so pragmatically:
They voted against any more “cohabitation” at the govern-
ment’s top, with a conservative President and a Socialist
PrimeMinister. They gave Chirac whatever he needsto carry
out his policies, without thinking about whether his policies
could be carried out in the midst of economic breakdown.
They drastically reduced thevotesof thesmaller, moreradical
parties, including the Communists and Greens. Big losers
were the extreme left movements, brought down to less than
3%, after reaching 10% in the Presidentials; and Le Pen,
whose candidates dropped to 11%, from his high of 17% in
the Presidentials.

The candidates run by Jacques Cheminade's Solidarity
and Progress party were a so pushed down to 0.3% as part of
this “normalization.” Cheminade had been wildly slandered
during the Presidentia race by rightist candidates who ran
solely to stop him from getting the required public backing of
500 elected officials, to qualify for the Presidential ballot.
Cheminade, the leading associate of Lyndon LaRouche in
France, wastheonly Presidential candidatewho toldthetruth
about the global financial-economic crisis.

Raffarin Government L ooks Differ ent

One reasons for the landslide of Chirac’s UMP, was the
composition of the carefully chose new government of Prime
Minister Claude Raffarin. Chirac avoided the old “right-
wing” look of his 1986 or 1993 governments, which were
strongly marked by “law and order” profiles of the likes of
Charles Pasqua—really an organized crime figure himself—
or by financiers, such as Edouard Balladur.

The new government sports less mediocre personalities,
such asResearch Minister ClaudieHaigneret, thefirst French-
woman to go into space, who brings special qualificationsto
her office; Luc Ferry, the Education Minister, a philosopher
who became well known for his attacks on the Malthusian
ideology of the Green Party; Jean Francois Mattei, the Health
Minister, a doctor who recently organized opposition to a
Supreme Court decision which upheld the “right” of handi-
capped children to sue for malpractice the physicians who
had kept them aliveat birth; and Roselyne Bachel ot, the Envi-
ronment Minister, who defendsnucl ear power and announced
the government’s decision to continue France's long-term,
highly successful reliance on nuclear technology.

Despite improvements in the government he has assem-
bled, however, the economic crisis will demand qualities of
statesmanship which have not yet been seen in Jacques
Chirac.
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Book Review

Gore Vidal Attacks
LaRouche Over Sept. 11

by Mark Burdman

Perpetual War for Perpetual Peace: How We
Got To Be So Hated

by Gore Vidal

New York: Thunder’s Mouth Press/Nation Books,
2002

160 pages, paperbound, $10

It wasinevitablethat, asthe official “bin Laden didit” cover-
up story of what happened on Sept. 11 became increasingly
challenged, the Anglo-American financia oligarchy would
adopt extreme measures of “damage control” and deflection.
And it is not surprising that American essayist and novelist
Gore Vidal would take a key role in this damage control.
Vidal isamember of the sameinfluential family that spawned
former U.S. President Al Gore, and very influential himself
as a chief proponent of what might be called the “treason
school” of American history—with regard to the assassina-
tion of the character and accomplishments of President Abra-
ham Lincoln, for example. Vida has often been the literary
hired gun for those oligarchical interests undermining the
American republican tradition.

Given his pedigree, one could also have expected that
Vidal might launch alurid attack, apparently out of the blue,
on Lyndon L aRouche—the man who has definitively charac-
terized the events of Sept. 11 as the inside job of powerful
rogue elements within the U.S. military-intelligence struc-
ture. LaRouche’ sview of Sept. 11 hasreceived massiveatten-
tion and support throughout the Middle East, and is well-
known in the United States since LaRouche first expounded
that view, in an interview with Salt Lake City radio host Jack
Stockwell that was conducted just as the horrific attacks
were unfolding.

Truthsand Untruths

Perpetual War for Perpetual Peace has become an inter-
national bestseller. It hasbeen heralded, particularly, by those
left-liberal and related elements, in the United States and
abroad, who smell arat in what has been officially said about
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Sept. 11.
Inthebook, thesly Vidal does, infact, touch upon certain

unpleasant truths, to give hisargumentscredibility. For exam-
ple, his characterization of the strategic worldview dominat-
ing Washington at this point as that of “perpetual war,” is
correct, and one that LaRouche himself has stressed.

However, whereas LaRouche and collaborators have
traced theoriginsof that strategy rigorously, through aschool
of geopaliticians in Britain and the United States during the
past century, ending up with typeslike former U.S. National
Security Adviser Zbigniew Brzezinski and Harvard’ s Samuel
“Clashof Civilizations” Huntington, Vidal takesamuchmore
dubioustack. Vidal’ ssourcefor hisbook title, isa1945 quote
from the late revisionist historian Charles Beard. Beard held
that the American Founding Fathers' battleagainst the British
monarchy was only carried out in pursuit of crass, narrowly
defined classinterests. Vidal takesthis 1945 quoteand derives
from it the conclusion, that al conflicts in which the United
Stateshasbeeninvolved sincethe 1948-49 Berlin airlift, have
been in pursuit of that class interest. He never differentiates
between saner impulsesin U.S. policy in the post-war period
under Presidents Eisenhower and Kennedy, and those dis-
graceful times under “Presidents” Kissinger and Brzezinski.

No fewer than 20 pagesgo simply tolisting every conflict
the United States has been involved in since Berlin in 1948,
to supposedly document this point. Thisisthekind of cheap-
shot anti-Americanism which garners Vidal plaudits from
certain circles, but which hasnothingto dowith the complexi-
tiesand realities of American history and strategy.

Vidal also describes, with some accuracy, the recent
years descent of political-judicial life in the United States
toward police-state conditions, particularly in the the latter
three-quarters of the book, in which he raises a number of
questions about what really happened in the April 19, 1995
terror bombing of the Murrah Federal Building in Oklahoma
City. But here too, there are oddities. For one, Vidal’s main
culprit in these alleged 1990s moves toward a police-state
is Bill Clinton—perhaps not surprising for a relative of the
Clinton-hating Al Gore, who escaped any responsibility for
anything, although he was amost noxious influence on Clin-
ton, particularly from 1996 onward. And Vidal repeatedly
insists that one of the main causes for the police-state trend,
isthe“war ondrugs.” Headvocatesthefull legalization of all
drugs, and praises the initiatives of the top funder of drug-
legalization projects in the United States and worldwide,
mega-specul ator George Soros.

Most egregious, but understandableaswewill seeshortly,
Vidal omitsmention of themost glaring case of judicial atroc-
ity, the unjust prosecution, conviction, and five-year impris-
onment of Lyndon LaRouche.

Clinical Schizophrenia

The smell of dishonesty otherwise comes through in the
way “iconoclast” Vidal reaffirms, rather than scoffs at, the
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“bin Laden did it” cover story on Sept. 11—eventhoughitis
manifest, that he doesn’t really swallow it. He uses phrases
likethe “ awesome physical damage Osamaand company did
to us,” or “Osama struck at us from abroad in the name of 1
billion Muslimswhom we have encouraged, through our own
pre-emptive acts of war aswell as relentless demonization of
them through media.” He builds up Osama bin Laden into
an “anti-American freedom fighter,” a modern-day Saladin
fighting the American “Crusaders,” and driven by rage at
the “imperial disdain for the lesser breeds’ that American
governments express in foreign policy and military actions.
Bin Laden, for Vidal, is a combined hero/anti-hero.

But Vidal likens the Sept. 11 events, and their conse-
guences, to the Nazis' use, in 1933, of the Reichstag Fire—
whichisknown to have been a staged fraud—to institutional -
ize police-state measures. I n hisshort opening section dealing
with Sept. 11, Vidal emits, in histypical style, other teasers
which suggest that he believesthat something moreinsidious,
and internal to the United States, was involved in Sept. 11.
Y et, he sticks loudly to the bin Laden story.

The sense that Vidal does suspect an “interna conspir-
acy,” while promoting the opposite, is reinforced, by his de-
voting the last 120 pages of the book to the Oklahoma City
bombing, andto hisview that theexecuted Timothy McVeigh
did not act alone, but was probably caught up in the web of
some murky Federal government conspiracy. Hereisnot the
location, to get into the details of the McVeigh story, and/or
whether the questions Vidal raises are legitimate. The point
isthat thismanner of dealing with McV eigh/Oklahoma City,
after dealing with Sept. 11 asidentified, gives Perpetual War
for Perpetual Peace, overal, a dishonest and schizophrenic
quality.

Thus Vida cannot contain himself on the “LaRouche
question,” especially asLaRouche hastold the truth on Sept.
11 from the top—nhis immediate recognition that bin Laden
could not have pulled off the terrible operation for which
LaRouche knew, from the first hour on that national radio
interview, bin Laden would be blamed.

Vidal writes: “Conspiracy theories now blossom in the
wilderness like nightblooming dementia praecox, and those
inthrall to them are mocked invariably . . . by the actual con-
spirators.” There are, indeed, “very real conspiracies out
there,” Vidal adds, “but the conspirators are old hands at de-
flecting attention from themselves.”

Who istheir instrument? Lyndon LaRouche! Vidal con-
tinues: “Into drugs? Well, didn’t you know Queen Elizabeth
Il is overal director of the world drug trade (if only poor
Lillibet had hadtheforesight intheserepublicantimes!). They
tell usthat the Trilateral Commission is aworld-Communist
conspiracy headed by the Rockefellers. Actualy, the Com-
mission is excellent shorthand to show how the Rockefellers
draw together politicians and academics-on-the-make to
servetheir businessinterestsin government and out. Whoever
it was who got somebody like Lyndon LaRouche to say that
thisRockefeller CosaNostraisreally aCommunist front was
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truly inspired.” (Punctuation asin original.)

Of course, LaRouchenever called the Trilateral Commis-
sion a“Communist front,” nor did he say that “ Queen Eliza-
beth Il is overall director of theworld drug trade.” These are
concoctionswhich variousmedia—thosewhich Vidal claims
to disdain, such asthe New York Times—have repeated thou-
sands of times over the past years. A psychiatrist might say,
that Vidal is simply projecting onto LaRouche, his own role
as atool of deflection for “the conspirators.” He has made a
crude and rude attempt to neutralize LaRouche's growing
influence concerning “thepoliciesof Sept. 11,” by attributing
to him outlandish utterings he never made.

A Tory Defend the American Republic?

This Vidal venture, with its outburst against LaRouche,
isfully inlinewith acareer devoted to obfuscating American
history. Hewrites of himself, that for almost six decades, first
asan enlisted soldier in World War |1 and then as “anarrator
of our imperial history, | think I've always had an up-close
view of the death-struggle between the American republic,
whose defender | am, and the American Global Empire, our
old republic’senemy.”

Gore Vidal a “defender of the American republic’?
Hardly. Vidal has repeatedly expressed views antithetical to
those of an American republican: Heisavicious Malthusian,
who hasgoneonrecord calling for reducing theworld popul a-
tion to the 1-2 billion level; he has, just like his relative Al
Gore, blamed the 15th-Century Golden Renaissancefor caus-
ing a“ population explosion”; he has expressed an unabashed
antagonism toward the great monotheistic religions.

Moredirectly on the United States as such, those familiar
with his historical novelswill recall, that hismain heroisone
of theworst imperial sycophantsin American history, Aaron
Burr. One of his Narratives of Empire series of historical
novels, written in 1973, istitled Burr; one of the novel series
is dedicated to his nephew, whose name is Burr. Among the
episodes he “fictionally” and sympathetically recounted in
that novel was a description of Aaron Burr making a deal
with the diplomatic and intelligence-agency minions of His
Majesty’ s Government in Great Britain—to dismember and
destroy the American republic!

In the course of upending al the redlities of American
history to put Burr on a pedestal, Vidal engaged in unspeak-
able tirades against George Washington, John Quincy Ad-
ams, and other leading lights of the American Intellectual
Tradition, of which Lyndon LaRouche is the current em-
bodiment.

Vidal’s 1976 book, 1876, is a hate-filled diatribe against
such Lincoln-allied patriots as James G. Blaine, and an effort
to throw sewage on that year’ sfamous Centennial Exhibition
in Philadelphia. His 1984 novel, Lincoln, on the greatest of
American Presidents, is filled with base gossip and insinua-
tions. His most recent book, prior to Perpetual War for Per-
petual Peace, was the historical novel The Golden Age, re-
viewed by thisauthor last year (EIR, May 4, 2001). The great
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bulk of itisafantastical attack on President Franklin D. Roo-
sevelt, whom Gore tried to indict for allegedly having con-
spired to cause the Japanese to attack Pearl Harbor, in pursuit
of his policy, as the “Emperor Augustus of the American
Empire,” to forward American imperial ambitions.

Now in Perpetual War, Vidal contrasts what he purports
to be the non-plot of Sept. 11, 2001, with the alleged plot of
Dec. 7, 1941 “ President Roosevelt provoked the Japanese to
attack usat Pearl Harbor. | describe the various steps he took
in abook, The Golden Age. We now know what was on his

mind: coming to England’ said against Japan’s ally, Hitler, a
virtuous pl ot that ended triumphantly for the human race. But
what was—is—on bin Laden’s mind?’

Thustofill out hisattack on LaRouche, Vidal invokesan
“FDR plot” that may be widely believed by populists and
others, but which never in fact occurred, while attributing
to bin Laden, virtually superhuman powers of planning and
implementation that he never possessed. ThefraudsGore Vi-
dal lends his reputation to, become more dangerous as does
the situation of the world.

French Book Slanders
LaRouche and Cheminade

Two French “investigative journalists,” Guillaume
Dasquie of Intelligence Online and Jean Guisnel of Le
Point, haverushed to print with what purportsto bearefu-
tation of ajumbled exposeof Sept. 11, L’ Effroyablel mpos-
ture (The Terrible Deception), by Thierry Meyssan, of the
French think-tank Réseau Voltaire. The “refutation,”
L’ EffroyableMensonge(TheTerribleLie), involvesanat-
tack on the only competent analysis of Sept. 11, that of
Lyndon LaRouche, as well as hisleading ally in France,
former Presidential candidate Jacques Cheminade.

And, while Meyssan’ s book has received coverage in
the U.S. and British press, like the purported refutation,
the media take aim at LaRouche, by a terrible fallacy of
composition: Since LaRouche was, within an hour of the
attacks, able to debunk the “ bin Laden dunnit” lie, and
since Meyssan’'s book also departs from the “ bin Laden
dunnit” story, ergo, the analysis of the two are the same.

Here are excerpts of Cheminade’ s June 25 statement.

Guillaume Dasquie and Jean Guisnel have just published
thebook L’ EffroyableMensonge, asan attack ontheearlier
book, L’ Effroyable Imposture, written by Thierry Meys-
san. In the June 12 issue of Libération, Jean-Dominique
Merchet says that the collaboration of these two authors
“will remain amodel investigation.” In fact, itisahastily
thrown together amalgamation which would not deserve
comment, if Lyndon LaRouche and myself were not seri-
ously challengedinit. . . .

1. Mr. Dasquie and Mr. Guisnel state that Lyndon
LaRouche“inspired” Thierry Meyssan’s* conspiracy the-
ory,” anaccusation repeated by Mr. Merchet. Onesubhead
in Chapter 5 of The Terrible Lie goes so far as to read,
“LaRouche/Cheminade/Meyssan, One and the Same Bat-
tle.” Thus, with no intellectual scruples, the authors adopt
exactly the* conspiracy theory” they arequick to denounce
from anyone else.

The height of their ridiculousness is when they use
mereinitials (mine—J.C.) to support their point about my
collaboration with Thierry Meyssan, although neither Mr.
LaRouche nor | has ever met him. Moreover, for reasons
unknown to me, Mr. Meyssan came out some years ago
with hostile concoctions against me.

2. Of course, Mr. LaRouche and myself do not believe
the fable which holdsthat the Sept. 11 attacks were exclu-
sively organized by bin Laden and the al-Qaeda network,
with no domestic American complicity. Thierry Meyssan,
for his own reasons, does not believeit either. . . .

However, whereas Mr. Meyssan highlights certain
spectacular “facts’ in hisbook—such as hisrefusal to be-
lieve a plane crashed into the Pentagon—Mr. LaRouche
and myself haveformulated an overall evaluation. . . . We
especially made the connection between what is now hap-
pening inthe United States and the international monetary
andfinancial crisis. Asthe system collapses, the “fi nancial
cancer” manifests its political, military, and ideological
metastases. . . .

3. Mr. Dasguie and Mr. Guisnel write that Lyndon
LaRoucheis“known to everyone in the United States be-
cause of hisanti-Semitic ravings’ and that heis* often ac-
cused of neo-Nazism and anti-Semitism.”. . . In fact, the
U.S. circlesthat so accuseLyndon L aRouche, arethesame
ones who claim that France has become an anti-Semitic,
undesirable country. . . .

5. A recurring theme in L’ Effroyable Mensongeis the
“weaknesses of our democracies.” Would the authorslike
to see something else? . . . After all, doesn’t the author of
The Clash of Civilizations, Samuel Huntington, whom Mr.
Dasguieand Mr. Guisnel have cleared of any involvement,
evenintellectual, in Sept. 11 andinwhat isnow unfolding,
think there “are also limits to be desired . . . in political
democracy” (Trilateral Commission Report on the Gov-
ernability of Democracies, 1975)?

(In any case, there is “terrible confusion” in leading
French political layers and the media, and the fear of ac-
cepting the obvious conclusions. . . has them abundantly
spewing out ink in all directions, like a cuttlefish when it
feelsthreatened.)
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Remembering Carlos Cota Meza

A Touch of the Sublime

by Lyndon H. LaRouche, Jr.

Thelbero-American Solidarity Moverment (MS A) on June 13
held a memorial celebration of the life and works of the late
Carlos Cota Meza, an Executive Committee member of the
MSIA and of the International Caucus of Labor Committees
(ICLC) until his death on March 21. (See obituary in EIR,
April 5.) Cali, as he was known, worked in the inter national
movement associated with Lyndon LaRouchefor nearly three
decades, and isknown to readers of EIR through hisincisive
economic analyses, particularly his studies of the Mexican
economy.

TheMexico City commemor ativeeventincluded aconcert
by the Schola Cantorumchildren’ schoir, directed by Maestro
Alfredo Mendoza, as well as other musical performances. A
special “* HomagetotheLifeand Worksof CarlosCotaMeza”
was presented, containing selections of Cali’s economic and
historical articles, photographs, an essay written by his
brother and fellow ICLC Executive member Rubén Cota
Meza, and an introduction by Lyndon LaRouche.

The following is LaRouche’ sintroduction.

May 20, 2002

Trueleadershipisaquality expressed by thoserelatively rare
individuals, likethe Rev. Martin L uther King, or such modern
saintsas Jeanned Arc and Sir Thomas More, who efficiently
address the challenge of that quality of great tragedy which a
nation’s, or peopl€e’ s ruling body of popular opinion may in-
flict uponitself. | mean tragedy as depicted by the great play-
wright-historian, such as Friedrich Schiller, on the Classica
stage, asintherea life of nationsand cultures. The technical
term for this needed quality of leadership is“the sublime.”

Jeanne d’ Arc played acrucial rolein bringing into being
the existence of the first modern nation-stete, that France of
Louis X1, which gave the world anation, like England under
Henry VII, or the United States of Benjamin Franklin, in
which thelegitimacy of government depended upon that gov-
ernment’ sefficient devotion to what has been known since by
the terms general welfare, or common good. Without Jeanne
d Arc’sdevotion to her mission, even in face of her tortured
death at the hands of those who betrayed her into the hands
of the evil English inquisition, the first modern nation-state
would not have come into existence.

This attribute of “the sublime,” does not always require
that ahero die as Jeanne and Sir Thomas More did, but those
deaths, viewed as ThomasaKempisviewed alifeintheimita-
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Carlos Cota Meza speaking at an EIR press conferencein
Washington, Jan. 18, 1994, on the release of a Special Report on
the Chiapasinsurgency against the Mexican nation-state.

tion of Christ, are of special importancefor ustoday, because
they show us most clearly, how human life may efficiently
transcend death, even asif before our eyes, when death comes
of old age, or alife struck down early by disease. Such lives
by the exceptionally good individuals, produce the great acts
upon which the progress of the human condition often pivots.
Such lives also teach every person what the meaning of life
must be, as Cotton Mather and Benjamin Franklin taught, to
live, above dl, to do good, to promote the common good as
Jeanne and Thomas did.

Today, we are assembled here, in this fashion, to reflect
upon the life of a man among us who served the common
good of both hisnation, Mexico, and usall, serving that cause
with adevotionwhichtranscended the calumniesand dangers
he endured in the course of that mission. Today, when hislife
has been struck down by a cruel disease, his devotion and
servicesto hismission stand out as an exampl e of that princi-
ple of the sublime which must be the source of inspired
strength of usall, at thismoment, amoment when the contin-
ued existence of a civilized form of life is imperilled, not
only in Mexico, and this hemisphere, but world-wide. So, the
higher, sublime meaning of individual human, mortal life, is
impressed upon the conscience of usall.

The quality of the sublimeistypifiedinitssimplest, most
elementary expression, by experimentally valid discoveries
of universal physical principles, asthe dial ogues of Plato and
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the development of the methods of physical science by his
schooal typify this, from Plato through Archimedes and Era-
tosthenes, or by thework of Nicholas of Cusaand such of his
followers as Luca Pecioli, Leonardo da Vinci, and Johannes
Kepler, in both ancient and modern times.

Such individual actsof universal discovery could not fur-
ther the implicit mission of mankind, except through their
social expression as revolutionary changes in the culture of
society as awhole. These changesin culture are, in acrucial
degree, the socialized fruits of universal scientific progress,
but they are, more immediately, transformationsin social re-
lations typified by the greatest Classical principles of artistic
composition. The application of such artistic composition,
and its complement, Classical humanist modes of education,
arethegreat instrumentsof statecraft, without which physical
science were not fruitful, and, indeed, could not long exist.
Such acts of statecraft and great Classical artistic composi-
tion, are therefore the epitome of the sublime.

The highest standard of statecraft, and all related artistic
and other leadership of society, isthe standard of the sublime,
as the great historian and Classical artist Friedrich Schiller
discussed the contrast between the profane (the tragic) and
sublime, on the Classical stage, as in the real history whose
essenceis captured on Schiller’ s stage.

The essential corruption of nations and cultures, is that
lureof thesensual gratifications of morta life, which seduces
the morally weak and ignorant, into the corruption of substi-
tutingthelittlenessof thetemporary gratificationsof personal,
family, and community interest, for serviceto thoseimmortal
interests which set the human individual apart from, and
above the beasts.

What are we, but as mere beasts, if we are not persons
of ideas, as valid original discoveries of universal physical
principles merely typify ideas? What are we, if we do not
relive, and keep intrust, such original discoveriestransmitted
tousfrom earlier generations? What are we, if we, like mere
followersof Kant, do not recognizethat process of discovery,
the non-deductive enactment, and re-enactment of such dis-
coveries, asastandard for definition of truth? What arewe, if
we lack the strength and sense of honor, to discover such
truth, andtolive by the standard of truth commonly expressed
by valid universal discoveriesof universal physical principle,
astypified by the method of Cusa and discoveries of Kepler?
What are we, if we do not apply that standard of truthfulness
to matters of artistic composition, and statecraft?

It has been the known history of mankind, as the famous
poem of the aging Solon to his decadent contemporaries at-
tests, that no society today has yet achieved that generalized
intellectual and moral maturity, whereit could put truth above
habituated popular opinion in more than rare moments, and
could put the interests of mankind generally, or the future of
its own nation, above the smallness of mind of perceived
immediate personal, family, and community interests. In that
fault, lies the essential corruption of society throughout this
tragic planet of ours today. Nations thus wear their moral
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mediocrity with insolent pride; that is the essence of their
tragic folly, now, asit has always been with the awful trage-
dies of societies of the past.

“What of your immortal soul?’ It isasked.

To which the reply might be, “But, | go to church.”

“Then, why are you, sitting, small-minded, in church,
complicit in sending your society to Hell? How can you be
trueto your soul, if you do not recognize the true meaning of
your mortal life, as reposing in that which you contribute to
the development of souls born after yours?’

Sofar, in history, most people may touch that sense of an
immortal interest, as Jeanne d’' Arc did, only in exceptional
moments of great personal, or national inspiration; but, soon,
they dlide back into old habits of pettier obsessions, as| wit-
nessed thisas our veteransreturned from World War 11. Such
isthe essential nature of the tragedies of al nations and peo-
ples. Such isthe need of every people, for some rare persons
who, by rising above tragic mediocrity of the commonplace,
may lead a nation to safety through a practical conception of
the true, higher nature of mankind. It will continue so, until
mankind at large achieves that dedication to the sublime
which hasoccurred, sofar, only inthe exceptional individual,
of which our Cali was one.

Thus, in a time of global tragedy, such a good soldier
has fallen, in sickness, from our ranks. Who shall now step
forward in his place?
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Dr. Mahathir: Sharon
‘Assures Terrorism’

Speaking to the annual conference of United
Malays Nationa Organization (UMNO),
Malaysia's Prime Minister Mahathir bin
Mohamad hit the U.S. “war on terrorism”
and Israel’s policies as immoral failuresin
stopping terrorism, and linked this to the
failure of the world to implement a new fi-
nancial architecture since the 1997-98
breakdown crisis.

“Faced with this unprecedented threat”
of Sept. 11, Mahathir said, “the big powers
appear to have panicked and lost their direc-
tion. Unused to handling attacks by terror-
ists, they resorted to conventional warfare.
.. .Afghanistan. . . wasattacked withweap-
onswhich recognize no one. Many innocent
people, civilians, old and young women,
children, the sick, were killed or wounded
and millionsof the peopleof thisunfortunate
country fled to neighboring countrieswhere
they live in miserable conditions. . .. But
terrorism has not been stopped. . . . Defeat-
ing Afghanistan has not given any effect in
thefight against terrorism. Actually the pos-
sibility of terror attacks has increased, be-
cause Israel, which oppresses Palestine,
used the war against terrorismto upgradeits
terror attacks against the Palestinians. Ariel
Sharon, the Prime Minister of Israel, be-
lieves that terror can be stopped by more
terror, against those whom he claims are
sponsors of terrorists. . . . But the Isragli ac-
tion not only failsto reduce terror attacks, it
actually causes much greater anger among
Muslims, which can cause even moreterror-
ism. Israel must realize that it is surrounded
by Arab and Muslim countries. Until when
does it expect to counter terror with more
terror against the Palestinians? Even if the
Israglis kill all the 6 million Palestinians,
thereisno guaranteethat other Muslimsand
Arabs from the surrounding countries will
not terrorize like the Palestinian suicide
bombers. . . . Israel should understand the
futility of its methods.

“The only thing that will stop their ter-
rorism isthe removal of the cause or causes
of their struggle.

“Thetruth isthat the economicrecession
in these countries was caused by the rogue
currency traders dumping so much of the
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currencies of these countries and the stock
market playersshort-selling their shares. Al-
though it is clear that this caused the eco-
nomic disaster, the relevant authorities still
refuse to change the international financial
regime. They wish to perpetuate thisregime
in order to continue to rake in profits for
themselves.”

Russian Nationalist
‘Ready for Battle'

Leading Russian economist and Duma
(lower house of parliament) member Sergei
Glazyev announced his campaign for Gov-
ernor of Krasnoyarsk region in Siberia, on
June 19, declaring himself “ready for battle”
against free-trade oligarchs dominating
Russia’ scurrenteconomicpolicies. Inastra-
tegic assessment published in May in the
newspaper Zavtra, in reaction to the latest
yearly address to the Duma by President
Vladimir Putin, Glazyev had called for are-
orientation of “national-patriotic forces’
away from narrow focus on the center in
Moscow, toward building up their in-depth
political and economic base in the Russian
regions. Thisreorientation, hesaid, wasnec-
essary in a situation where, due to the evi-
dently unbroken grip of Russia's so-called
“oligarchs’ on national decision-making, no
positive changes in economic policy could
be expected from the side of President Putin.
Earlier this year, Glazyev was removed as
chairman of the Economic Commission of
the Duma, which had last year invited Lyn-
don LaRouche as the keynote speaker in a
hearing on the global financial crisis.

The governorship of Krasnoyarsk, con-
sidered the richest of all Russian regionsin
terms of accessible natural resources, was
|eft vacant by the sudden death of Gen. Alex-
ander Lebed—with whom Glazyev had
once worked very closely—in a helicopter
crash on April 28. The election of Lebed's
successor is scheduled for Sept. 8.

“Right now the wealth of the Krasno-
yarsk region is neither benefitting the popu-
lation, nor Russiaasawhol e, but isenriching
criminal structures,” Glazyev saidin hisan-
nouncement. “ Thisisabsurd: Therichest re-
gion of Russiahasthe lowest rate of growth
of average income.”

Beijing Internet CaféFire
Shows Social Problem

To the shock of the nation of China, two
boys, aged 14 and 13, set thefirein aBeijing
“Internet cafe,” which killed 25 people and
injured another 12 on June 14. Thetwo boys
confessed to police that they used gasoline
to set the Lanjisu Internet Café on fire, be-
cause the manager would not alow them to
use the compuiters.

The unlicensed “café&” also violated fire
regulations, with blocked windows and
doors, contributing to the high death toll.
Beijing has now shut down all its 24,000
Internet cafés, of which only 10% are li-
censed.

According to the Beijing city govern-
ment quoted in China Daily, both boys had
“admitted they often went to play in the In-
ternet café. Two weeks ago, they had a dis-
agreement with the owner of the Lanjisu
Café and in revenge they bought gasoline
and set it on fire.” Only the 14-year-old can
be tried. One boy was wearing a “punk”-
style dyed hairdo.

There were shocked responses on Chi-
nese Internet chatrooms, which pointed to
the*“problem in the education of our youth.”

On June 19, Beijing’'s Vice Mayor Liu
Zhihua condemned Internet cafés as an
“opium” for China s youth, while state me-
dia have criticized the cafés as a bad influ-
ence on young people.

Africa Can’t Grow
Food, Because of Wars

Large tracts of arable land in Africa cannot
grow food because of wars and free market
economics, writes John Mbaria in the Ke-
nyan publication The East African on June
24. The Democratic Republic of Congo, “a
country that holds more than aquarter of the
freshwater resourcesof Africa,” hesays, can
no longer grow any food because of the on-
goingwar. SierraLeone, Liberia, Sudan, and
Somaliahave similar conflicts.

Where there are lesser conflicts, food
production is confined to arable land that is
watered either by natural meansor by irriga-
tion. Unfortunately, such soils comprise
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only 22% of Africa stotal land surface. Of
therest, 66% hashostile climatic conditions,
while 21% is covered by forests.

“As if to compound the problem, the
contemporary African farmer may havelost
his ability to determine what use to put his
land to. Such decisions areincreasingly dic-
tated by thewhims of the market—theinter-
national market—and by the rising tyranny
of Western capital, through so-called global -
ization,” Mbariawrites.

“In addition, adisproportionate share of
land in Africaisheld not by the hungry poor
but by well-fed rich people to whom food
productionisnot apriority.”

Peasant farmersareleft to engagein sea-
son-after-season cultivation of the same
types of crops on envelope-sized pieces of
land; such farmers constitute the biggest
proportion of hungry peoplein Africa.

Film Triggers Teen
Murdersin France

Teen-aged addictsof the cult-film “ Scream”
have committed a number of multiple mur-
ders and attempted murdersin Francein re-
cent months. Y outh who have become “im-
mersed” in the film have donned capes and
masks like those worn by killers in
“Scream,” andkilled or tried tokill their par-
ents or friends, with no warning.

“Scream” is a three-part series by Wes
Craven. The plot, according to Le Monde's
June 23 report, is about a group of killers
who hide behind the same mask. Inthisrole-
playing game, anyonewearing the mask can
beafasekiller or areal one.

One 15-year-old who killed his parents
on Sept. 25, 2000, by stabbing them 30times
in their sleep, said he received messages
from the movie and heard voicestelling him
to eliminate his parents.

In the most recent case, on June 3, a17-
year-old “Scream” follower watched the
movie to prepare himself to kill one of his
girlfriends, while wearing the cult-film’'s
capeand mask. Hetold hislawyer hewanted
to “kill a maximum of people and then die
or bekilled” himself, asinthe movie. After
killing hisvictim, he calmly waited at home,
and when arrested, asked to be allowed to
“rewind hisacts’ likeavideo player. He has
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since not mentioned the victim or the mur-
der, as if having erased them from his
memory.

This latest death has sparked a debate
in France over banning or restricting such
movies and video games. The parents of
the young girl have launched their own ini-
tiative against killer movies and video
games.

FARC Threatens To Kill
All Elected Officials

The narco-terrorist Revolutionary Armed
Forces of Colombia (FARC) has dramati-
cally escalated its offensive against the Co-
lombian nation as a political entity. Flush
with success at using death threats to force
out of office, or into hiding, at least 100
mayors or other officials in 12 political de-
partments (provinces), the FARC has now
issued ageneral warning to the mayors, city
councilmen, inspectors, judges, and prose-
cutors of cities in nine other departments,
including Cundinamarca, whose capital city
is Bogota. “Those who do not comply with
this order, can be captured or executed,”
says the FARC statement, which adds that
itsintent “isto not allow asingle state repre-
sentative to function in any municipality.”

The mayors and other threatened offi-
cialsare between arock and ahard place, as
there isinsufficient security to defend them
if they chooseto stay in office, but thegover-
nors of their respective provinces are refus-
ing to accept their resignations under pres-
sure of death threats. Further, in southern
provinces such as Arauca and Cagueta, the
paramilitaries are reportedly threatening
mayors who yield to FARC death threats
and resign!

Large numbers of these pressured may-
orsare planning to meet with the FARC, de-
spite warnings from Defense Minister Gus-
tavo Bell that they may betaken hostage and
used to pressure for an exchange with im-
prisoned FARC terrorists.

Nonetheless, the Green Party of Ger-
many recently invited FARC leader Rall
Reyesto Germany for meetings—ostensibly
on the subject of releasing kidnapped Co-
lombian Green Party leader Ingrid Be-
tancourt.

Briefly

UNCTAD reported on June 18 that
poverty is on the rise in 34 Sub-Sa-
haran African countries, atrend that
the UN agency blames squarely on
World Bank and International Mone-
tary Fund policies. The report says
poverty has doubled in many coun-
triesover thelast decade, and that 800
million people—nearly 20% of the
region’s population—Iive in poverty
now.

PHILIPPINES President Gloria
Macapagal Arroyo’'s poll ratings
have collapsed in the national fight
over electricity privatization and
price-gouging. With a nationa
movement against privatization
growing daily, the Philippine Social
Weather Station polling service
found on June 20 that Arroyo’s sup-
port hasfallen dramatically since the
end of last year. Arroyo identified the
“public dismay over the electricity
rates’ asthe cause, and said, “These
are difficult times for our country;
and they are difficult timesfor me as
aleader.”

INDIAN Prime Minister Atal Be-
hari Vajpayee said on June 24 that
there has been no change in Paki-
stan’'s policy so far as cross-border
infiltration into Kashmir from Paki-
stanis concerned. “ Every day we are
getting reports that infiltration con-
tinues unabated,” Vajpayee report-
edly told Newsweek. The statement
contradicted his Defense Minister,
George Fernandes, who had said on
June 20 in Srinagar that the infiltra-
tion of rebels and terrorists had
nearly ended.

THEMONTENEGRO Parliament
has abolished the death penalty,
clearingtheway for Yugoslavia sad-
mittance to the Council of Europe.
Y ugoslavia, made up of Montenegro
and Serbia, had previously applied
for admissionto the Council, but abo-
lition of capital punishment isa con-
dition for acceptance. Both the Y ugo-
slav federal parliament and the Serb
parliament had aready banned the
death penalty.
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U.S. Economic House Burning,
All But LaRouche Deny It

by Paul Gallagher

In the high-level, bipartisan “WorldCom flap” of the week of  is the bigger threat to Bush’s own political future, the dollar,
June 24, American elected leaders from President Bush oor another terrorist attack on the United States? The fall in the
expressed their concern to do something abewspaper dollar must win that competition—along with the plunge in
headlines, while showing an equal bipartisan lack of concernthe stock markets—compounded by Bush’s lack of a credible
to do anything to save the U.S. economy and U.S. dollar from economic team.”
their collapse.

One might almost suspect that WorldCom—which wasDollar Slide s Accelerating
already a penny-stock telecom conglomerate on its way to The magnitude of the linked U.S. and lbero-American
bankruptcy along with many others—was putup to announc-  debt crisis shows in the fact that the major Ibero-Americar
ing its multibillion-dollar fraud, in order to give President currencies—the Brazilian real and Mexican peso—are deval-
Bush and Senators Tom Daschle and Joe Lieberman some-  uing rapidly against a dollar which is itself falling faster an
thing to make noise about while denying any problem withfaster against the euro and yen. By the end of June, the dollar
the economy. Debate over the spectacular accounting fraud, had fallen 15% against the euro in two months, and 17
relegated to the back pages the news that between WorldCoagainst the yen, despite the renewed sinking of Japan’s
and Alcatel Corp., 25,000 immediate new layoffs were being ~ economy.
added to the toll in the telecom sector. Thisinturnrepresentsthe drying up of the huge net capital

The United States economy is falling into the “second flows into the United States economy from the rest of the
dip” of its 2000-01 slide into depression with its political world, which have been sustaining its enormous current ac-
leadership—except for Presidential candidate Lyndon counts deficit for years. The latest, May, reports on the U.S
LaRouche—in complete “recovery” denial. The acceleratingrade and current-accounts balances, indicate that these defi-
collapse of the dollar and of dollar-centered debt, which  cits are again at the pace of $400 billion annually for physical
LaRouche warns will gather explosive force by Fall at thetrade, and nearly $500 billion for the current-accounts bal-
latest, is more and more evident to all thinking and feeling ance. But the net inflow of capital investment to the United
Americans. This wildfire, burning up debt and stock markets States—particularly stock market investments—which fell
must haunt the minds of those watching the enormous actual abruptly in 2001, has fallen further in the first months of 2002
fires burning in the nation’s West. But it is publicly ignored to a prospective yearly level which is much less than half of
by all American leaders otherthan LaRouche, evenasitdrives  the current-account defidiR(Se@e 14, 2002). The “net
the White House to flee from the economic danger into mordoot” which the U.S. economy has been collecting at half a

terror/anti-terror war hysteria. trillion dollars or more per year since the 1990s, is simply
The vacuum of economic leadership is noted clearly frondrying up.
abroad. The June 25 Londdimes, for example, in its “For- This is the deadly development which is driving down the

eign Editor's Briefing” section, commented on Presidentdollar. Worse, the dollar’s fall will intensify it, making the
Bush'’s unfortunate Mideast speech the day before: “Which  decline self-feeding. Nothing else but this “net loot” of the
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dollar, combined with Fed Chairman Alan Green-
span’s pumping of the money supply and bank

credit, hasbeen building up thevast bubbles of stock
valuation and debt which are now collapsing.

The only measures available to stop the debt-
collapse process, are not changesin accounting pro-
cedures—they are sweeping measures of national
bankruptcy reorganization of unpayabledebt, which
LaRouche would carry out, and national invest-
mentsin great projects of infrastructure renewal.

Denying and Denying Thrice

Y et only the week before the WorldCom brou-
haha, leading Democrats in Washington had told
EIR that the party |eadership was being advised, by
its top election consultants, not to talk about the
economy at all during the 2002 Congressional elec-
tions. Treasury Secretary and national loudmouth
Paul O’ Neill had made ridicul ous statements deny-
ing the existence of the current devastating debt cri-
sis in the Ibero-American nations—a U.S.-centered crisis
which is bringing down corporate titans like AES Corp. and
threatening the biggest U.S. banks. These same banks—J.P.
Morgan Chaseand Bank of America—aremassively exposed
to the collapsing debt of WorldCom and of thetel ecom sector
asawhole (see EIR, April 12, 2002).

Congress had to raise the Federal debt ceiling by nearly
$450 billionon June28to avoid default on U.S. debt, because
of the deepening collapse of government revenues at both the
Federal and state levels throughout the country. A combined
Federal-states budget deficit of well over $200 hillion rose
“asfromnowhere” infiscal year 2002 just ending, and neither
party’s leading representatives wish to talk about that, or
about what may happen next. ThesameCongressional leaders
stood by and would make no move to invest in Amtrak, the
national passenger railroad system which was about to shut
down. Theresulting deal between Amtrak and the Department
of Transportation keeps it running only afew months more,
whiledemandingthat it sell off itsstationsand linesto private
companies. Combined with the growing bankruptcy of the
commercial airline sector, thisistearing down vital U.S. eco-
nomicinfrastructure; yet all of last year’ spost-Sept. 11 talk in
Washington about “ensuring economic security” by Federa
investments in infrastructure, has died away without any
result.

There is no question that the one still-expanding credit
bubbleintheU.S. economy isthat in real estate and housing.
Median home “vaues’ (i.e., prices) have been growing at a
fantastic 20-25% annually acrossthecountry. EIRhasconsis-
tently tracked the devel opment of the skyrocketting real estate
values as the substitute for Americans savings and pen-
sions—lost in the stock market and in corporate bankrupt-
cies—andthe solemajor prop of continued “ consumer spend-
ing.” EIR's most recent report—“U.S. Real Estate Bubble
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The President inspects one kind of wildfire, triesto ignore the other, more
dangerouskind.

Nears ItsEnd,” EIR, June 21 by Richard Freeman—showed
asudden lurch upwardsin the past two years, of theindebted-
ness and the debt and derivatives exposure of the huge na-
tional mortgage finance companies known as Fannie Mae
and Freddie Mac. In addition, increased unemployment has
caused mortgage default rates to rise sharply. The giant Fed-
eral mortgage companies which have been pumping up the
household debt and “worth” of households and real estate
interests alike at an astonishing rate, were now themselves
becoming the dangerous likely detonators for a crash of that
debt, Freeman showed.

Notably, that the leading establishment daily, the Wash-
ington Post, on June 24 published on its front page a major
Harvard University study attempting to deny and refute the
documented warnings of EIR's reports. “No Housing Bub-
ble,” said the Post’s headline. “There is no housing bubble.
I'm as sure of that as | can be of anything,” the National
Association of Realtors' chief economist was quoted. Fannie
Mae “is very bullish on the housing market unlessthereisa
terrorist attack,” said the agency’ s economist in a statement
timed with the release of the Harvard study.

The Harvard study had, in fact, been funded by the very
same national mortgage companies, Fannie Mae and Freddie
Mac. Asidefrom ahymn of praise of theincrease of American
homeownership, its purpose was to claim that “rock-solid
home prices’ and low-interest mortgage credit expansion had
stifled the 2001 “recession,” and would now ensure eco-
nomic “recovery.”

A study which calls“rock-solid,” home prices which are
rising at 25% per year nationally, epitomizesthe denia of the
coming break. The whole Harvard enterprise was obviously
backed and promoted by aWashington establishment desper-
ateto hidereality from Americans, “unlessthereisaterrorist
attack,” asthe mantra goes.
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DOJ’s Arguments Ring
Constitutional Alarms

by Edward Spannaus

In an argument made to the U.S. Fourth Circuit Court of
Appeals, John Ashcroft’s Justice Department has made the
extraordinary claim that once someone—even a U.S. citi-
zen—is declared an “enemy combatant” by the President, he
has no rights. The Justice Department’s brief making that
outrageous argument was filed on June 19; the Department
has since made the identical claimin at least two other court
proceedings.

Thissignifiesthat the Justice Department isnow attempt-
ing to obtain arubber-stamp from the Federal courts, for Ash-
croft’s escalating series of police-state measures, which be-
gan with the round-up and detention incommunicado of over
athousand mostly Muslim and Arab men after Sept. 11, and
has now resulted in the placement of two U.S. citizens in
military custody.

Just asthe administration’ s creation of the U.S. Northern
Command threatensto eradicate theline between the military
and domestic law enforcement from the Pentagon side—
known asposse comitatus, thedoctrinethat prohibitsthe mili-
tary from taking on law enforcement functions—Ashcroft is
likewise crossing the same line from the civilian side, by
putting suspectswho are U.S. citizensin military custody, in
order to avoid trials and other proceedings in the civilian
courts.

In the June 21 EIR, we reported on the Justice Depart-
ment’s unilateral suspension of the rights of an American
citizen—José Padilla, a.k.a Abdullah al-Muhajir—who was
arrested inside the United States, and then transferred to mili-
tary custody to avoid ahearing in Federal court.

Ashcroft’s latest atrocity took the form of a legal brief
filed in habeas corpus proceedings regarding Yaser Esam
Hamdi, who was captured fighting with the Taliban forcesin
Afghanistan. Hamdi was transported by the U.S. military to
the detention facility at Guantanamo Bay, Cuba. But once it
was determined that Hamdi, at first called a Saudi national,
had actually been borninthe United States, and wastherefore
eligible for al the constitutional rights available to a United
States citizen, he was whisked from Guantanamo Bay to the
military brig at Norfolk, Virginia, where he has been held
incommunicado ever since.

The Federal district court had ordered that Hamdi be per-
mitted to meet with alawyer, which was vigorously opposed
by the Departments of Justice and Defense.

The Justice Department brief argues that, once the Presi-
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dent or the military have designated a prisoner as an “enemy
combatant,” that the prisoner hasno right to counsel, and that
he can be held indefinitely without any charges even being
brought against him. Further, the Justice Department con-
tends that the Federal courts’ inquiry “should cometo an end
once the military has shown . .. that it has determined that
the detaineeis an enemy combatant,” and moreover, that the
courts cannot “ second guess’ the military’ s decision.

Moreover, the Justice Department also asserted that the
district court’ s order, that Hamdi was entitled to meet with a
lawyer, “jeopardizes compelling national security interests.”
Among the national security interests cited, is the govern-
ment’ s ability to interrogate Hamdi without any interference.
As the government put it, giving Hamdi access to a lawyer
“would directly interfere with—and likely thwart—ongoing
efforts of the United States military to gather and evaluate
intelligence about the enemy, its assets, and its plans, and
its supporters.”

Frank Dunham, the Federal public defender appointed by
the district court, said of the Justice Department’ s argument:
“It's scarier than the dirty bomb. Now the government can
label somebody something and then throw away the key for-
ever.. .. Theideathat the court can’t inquireinto these deten-
tion situations, to determine whether they are reasonable or
not, isdownright scary to me.”

David Cole, aGeorgetown University law professor, said:
“Thisis really an astounding assertion of authority. It's not
just that you have no right to a lawyer, it’ s that you have no
right to a hearing. . . . If that is true, then there really is no
limit to the President’s power to label U.S. citizens as bad
people and then have them held in military custody indefi-
nitely.”

On June 26, the Justice Department made the same argu-
ments in the case of José Padilla; in a brief filed in Federal
court in Manhattan, Ashcroft asked the court to dismiss a
habeascorpuspetitionfiled on Padilla sbehalf, againarguing
that there is no basis for the courts to interject themselves
“into the President’ s conduct of ongoing hostilities.”

Fourth Circuit DeniesLawyer Access

On June 26, the Fourth Circuit ruled that Federal public
defender Dunham cannot represent Y aser Hamdi; the ruling
was made on the narrow grounds that Dunham has no legal
“standing” to be designated as a “next friend” to act on
Hamdi’ s behalf, because Dunham admittedly has no official
relationship to Hamdi. The court did not address the larger
issue of whether Hamdi is even entitled to alawyer.

The Federal district court had previously granted the pub-
licdefender “nextfriend” status(adeviceoftenusedinhabeas
cases), and ordered that hebe permitted by military authorities
to consult with Hamdi.

However, Dunhamhashbeenbarred by military authorities
frommeeting with hispresumed client, and the Appeal sCourt
said that Dunham didn’t have sufficient personal stake in the
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Attorney General John Ashcroft isfulfilling, in detail, the warning made during his

confirmation hearings by Lyndon LaRouche, that Ashcroft would seize “ emergencies’
asthe pretextsto tear up fundamental constitutional rights. An“ embarrassed” White
House will nonetheless not check him.

caseto represent Hamdi. However, the court indi cated anum-
ber of times that Hamdi’'s father might be granted “next
friend” status, which would alow him to act on Hamdi’s
behalf.

The Justice Department opposes the designation of
Hamdi’ sfather asa“next friend” also, and it madethecynical
argument in its June 19 brief, that Hamdi “himself has not
sought relief in this case,” and therefore his father cannot
maintain an action on his behalf because thereis no showing
“that thedetai neeisunableto seek relief on hisown behal f"—
even though Hamdi is being held incommunicado and is un-
able to speak to anyone except hisinterrogators and guards.

At a hearing the previous day, June 25, the current Chief
Judge of the Fourth Circuit, J. Harvie Wilkinson |11, was
reported to have appeared incredul ous at theideathat Hamdi,
who was captured in Afghanistan and declared an “enemy
combatant,” is entitled to any constitutional rights. “What is
unconstitutional about the government detaining that person
and getting fromthat individual all theintelligence that might
later save American lives?’ Wilkinson asked. When the pub-
lic defender said that the Constitution prohibits the indefinite
detention of an American citizen, Wilkinson challenged him,
asking if he was suggesting that the government could not
detain acitizen, “who has taken up arms against America?’

By contrast, aFederal judge considering ahabeas petition
in Washington D.C.,, filed on behalf of 14 detainees being
held at Guatanamo Navy Base, said in a June 27 hearing,
that sheistroubled by the idea that the government can hold
detaineesindefinitely. “Isit your contentionthat thisdetention
doesn’'t have an end?’ she asked the government attorney.
“There will be an end to the detention,” Justice Department
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lawyer Paul Clement said, “but it’ sthegov-
ernment’ s contention that that decision is
for the Executive Branch to make.”

On thePresident’s Say-So

A number of commentators and edito-
rial writers are beginning to recognize the
profound implications of Ashcroft’s ac-
tionsand argumentsinthe Hamdi and Padi-
[la cases. A Washington Post editorial on
June20warnedthat, “ Any American could
belocked upindefinitely, without alawyer,
on the President’s say-s0,” if the Justice
Department’ s argument in the Hamdi case
were upheld. The Post cited the govern-
ment’ sclaimthat thecourt’ sinquiry should
end once the military has determined the
detainee is an enemy combatant, and said:
“These words were not written by some
petty dictator whose kangaroo courts rub-
ber-stamp his every whim and whose
whims may include locking up citizens he
regardsasenemies. They werefiled yester-
day by the U.S. Department of Justice. . . .”

The question of whether Attorney General Ashcroft is
violating the posse comitatus law was raised Gary Salis, a
former Marine who now teacheson thelaw of war at George-
town University Law Center, in a Post op-ed on June 25,
“Evena‘BadMan’ HasRights.” Solissaid that Jose Padilla's
confinement in a Navy brig without charges and without a
lawyer, and his being foisted on the military by the Justice
Department, should raise alarms—as should also the case of
Y aser Esam Hamdi.

Solispointed out that, until now, theterm* enemy combat-
ant” used by Ashcroft, “appeared nowhere in U.S. criminal
law, international law, or the law of war.” He suggested that
the term was taken from the Supreme Court’ s opinion in the
1942 case of the Nazi saboteurs—but the description there
scarcely fits Padilla: “He didn’t come to the United States
secretly, he passed through no lines, and asa U.S. citizen he
isnot within amilitary tribunal’ sjurisdiction.” Solis said the
termissimply being applied to Padillaand Hamdi “ becauseit
makesthem sound likethey ought to be held incommuni cado,
without charges and without representation.”

Solis then raised the question of whether Ashcroft has
violated posse comitatus by putting Padillain military cus-
tody, noting that the military did not investigate or seek
Padilla, and that Padillais outside the scope of the Uniform
Code of Military Justice. Saying that the Justice Depart-
ment’ s action will tarnish the image of military justice, Solis
castigated Ashcroft’ s Justice Department asfollows: “ Justice
has done the military no favors by saddling it with Padilla.
Nor do the Justice Department’s actions serve the Consti-
tution.”
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Ashcroft Eroding U.S.
Constitutional Rights

The testimony of EIR to the House Judiciary Committee
Oversight Hearing onthe Revisionsto the Attorney General’s
Investigative Guidelines, June 27, 2002. The testimony was
given by Dr. Debra H. Freeman, as a national spokesperson
for Lyndon H. LaRouche, Jr., EIR Founder and Contribut-
ing Editor.

Under the guise of freeing FBI agents from “bureaucratic”
restrictions and structures which “had hindered them from
doingtheir jobseffectively,” Attorney General John Ashcroft
announced, on May 30, a sweeping revision of the Attorney
General’s Guidelines governing FBI investigations. Those
Guidelineswere originally drafted in the mid-1970s, follow-
ing revelationsof widespread abusesby U.S. law enforcement
agencies, and by civilian and military intelligence agencies,
of the Constitutional rights of American citizens.

Step-by-step—nbe it the revision of the Guidelines, the
policy of dragnets, detentions, and secret hearingsfor foreign
nationals, or the transfer of aU.S. citizen to military custody
to circumvent the civilian courts—such actions constitute a
fundamental erosion of the civil and Constitutional rights of
American citizens, aswell asthe destruction of principles of
justice and fairness with respect to foreign nationalswho are
present in the United States.

These measures represent a “crossing of the Rubicon,”
toward apolice-state dictatorship, and further, in anumber of
instances, toward the elimination of the constitutional and
legal distinction between the military and law enforcement,
which is enshrined in the doctrine of posse comitatus.
Whether one takes alegion, or one soldier, across the Rubi-
con, or whether one just drifts across the Rubicon occasion-
ally, one has breached the barrier. More important than the
degree is the precedent thus set, which opensthe way to yet-
undetermined amounts of intrusion under this policy. The
idea that there can be justice without law, or law without
justice, isintolerable to the entire American tradition. Itisa
subversion of everything on which thisnation is built.

Congtitution Valid in War and Peace

The fundamental fallacy of the actions taken by Attorney
General Ashcroft, and other officials under his direction, is
theideathat somehow, theFederal Constitution, andtherights
and privileges granted thereunder, must yield during times of
crisis or war. Our Constitution—born in the crucible of a
conflict on American soil ... —was clearly designed for
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times of war as well as peace, and the notion that the laws
must bend, that constitutiona protections must be reduced,
and that justice must be suspended, in times of conflict or
crisis, isalien to theletter and spirit of our fundamental 1aw.

Tothosewho arguethat thisisa® new kind of war,” which
requires new kinds of legal and military strategies—largely
of the “preventive’ nature—we suggest that perhaps we
shouldn’t be waging this “new kind of war.” “ Preventive”
action—whether of the sort envisioned against so-caled
“rogue nations,” or that which is supposed to define the new
mission of the FBI, to prevent and disrupt, rather than to
prosecute crimes—tendstoward the practice of shootingfirst,
and asking questions later. The authorization of FBI infiltra:
tion of organizations, and of the surveillance and monitoring
(and disruption) of individual s and organizationswithout any
evidence that acrimeis being planned or prepared, is of this
character.

Where isthe standard of truth? Can anyone be labelled a
terrorist, or apotential terrorist, to beinvestigated and subject
to FBI disruption, without any evidence or proof? Can any-
one—evenal.S. citizen—belabelled an“ enemy combatant”
and then detained indefinitely without charges and without
accessto alawyer, or accessto the courts? . . .

If theauthoritieshave substantial evidencethat anindivid-
ual isin the process of planning or committing a crime, then
it is clearly appropriate to take steps to prevent the commis-
sion of that crime. But there must be areasonable standard of
evidence, not simply ahunch or asuspi cion—particularly one
based heavily on ethnicity, religion, or national origin.

Regarding the secret detentions of foreign nationals, it is
critical to remember that we demand that foreign countries
treat U.S. citizenswithrespect, and protect their rightsaccord-
ing to certain standards of justice. Other countrieshavearight
to expect the same from the United States. The United States
has, and properly does, protest vigorously if aU.S. citizenis
detained abroad and held incommunicado, without access to
legal counsel and U.S. diplomatic representatives—yet has
detained hundreds of foreign nationals under those condi-
tions. Nations have mutual obligations with respect to the
treatment of each other’ snationals; if we start breaching that,
we turn the whole planet into alawlessjungle.

Overdl, the character of many of the actions taken, and
practicesadopted, since Sept. 11, isthat of ill-conceived mea-
sures which are the product of the heightened passions of the
time, rather than reason. In the face of an hysterical reaction
to what is presented as a threat of internationa terrorism,
an ill-considered, irrational impulse has taken over, and has
replaced the function of reason in the administration of jus-
tice. Among the great objects of our Federal Constitution—
asembodiedinitsPreamble—areto* establish Justice, ensure
domestic Tranquility, provide for the common defense,” and
to “promote the General Welfare.” The idea that somehow
that great document is not equal to the challenges of the pres-
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ent day, is an abomination which has no placein our govern-
ment. Itisunder conditions of crisis, that it ismost important
to respect the principles of our Constitution—not to scrap
them, as some areinclined to do under the fears and passions
of the moment.

Warner Again Says,
Revise ‘Posse Comitatus’
by Carl Osgood

Even though the military isdistancing itself from the Depart-
ment of Justice’ sdriveto “drag the military across the Rubi-
con,” or, inthiscase, the Potomac, Sen. John Warner (R-Va.),
the ranking member on the Senate Armed Services Commit-
tee, again raised theissue—ashehad, last October—of revis-
ing the 1878 Posse Comitatus Act, the statute that outlaws
use of the military in executing the laws of the United States.
Warner' slatest call came on June 20, during the confirmation
hearing for Gen. Ralph Eberhart, the current commander of
U.S. Space Command and NORAD, to head the soon-to-be-
established U.S. Northern Command. The Northern Com-
mand (Northcom), set to go into effect on Oct. 1, will have as
part of itsresponsibilities the provision of military assistance
to civilian authorities at the direction of the President.
Before he took up the posse comitatus issue, however,

Sen. John Warner (here announcing hisre-election campaign in Alexandria,
Virginia) has continued to call for the overriding of the nation’s Posse Comitatus
Law, in order to allow the new U.S. Northern Command to carry out “ law
enforcement” in the United States.
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Warner raised another equally ominous proposition. He de-
manded to know from Eberhart, whether he had any intention
of setting up an organic intelligence-gathering capability
within Northcom. In Warner's view, because Northcom
would haveto respond to aterrorist threat that emanated from
an individual within the United States, he asked Eberhart if
he was “going to have some of your own people who could
maybegointo court andfileawrittoobtain. . . eavesdropping
or whatever you think might be necessary,” as opposed to
depending on the FBI or other agenciesfor theintelligenceit
needs. The question raised the specter of domestic spying by
the military.

Eberhart replied that he was considering, instead, amore
“classical” military intelligence organization that would de-
pend on information sharing, no matter the source of that
information. He noted that currently, in the case of the Space
Command and NORAD, he has liaison with both the Central
Intelligence Agency and the National Security Agency. “In
this new command,” he said, “we'll have additional liaison
that will make sure we get the threat information, that we
get the intelligence information we need to conduct that
mission.”

On the posse comitatus doctrine, Warner said that “it
was a good doctrine for those years in which here at home
we were safely protected by our oceans and our neighbors.
No longer doesthat exist.” He admitted that there are already
exceptionsto the Posse Comitatus law that allow the military
to be deployed in “unexpected contingencies,” but added
that the issue “needs to be clarified” before a major incident
involving weapons of mass destruction occurs on U.S. soil.
He expressed concern that, in the case of such
an event, thelocal military commander might
be constrained from bringing his assets to
bear on the situation, including in a law en-
forcement role, because of that lack of clarity.
Hetold Eberhart, “If you think that has to be
modified, | would hope you' d come back on
your own to this committee and so state.”
Warner promised that the next time Eberhart
appears before the committee, that will be his
first question.

During the hearing, Eberhart did not ad-
dress the posse comitatus issue. However, in
written answersto questions submitted to him
prior to the hearing, Eberhart told the commit-
tee that Northcom’ s“mission of military sup-
port to civil authorities does not require any
changesin the law. While the Command may
provide military forces under Title 10 [of the
U.S. Code] to assist civilian agencies, these
forceswill not bedirectly involvedin civilian
law enforcement, unless authorized by law
to engage in law enforcement activities.”
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The Death Penalty

Supreme Court
Reverses Itself

by Edward Spannaus

Asit nearstheend of itscurrent term, the U.S. Supreme Court
has issued two major decisions scaling back the use of the
death penalty, which continue its trend of reversing the atro-
ciousdeath-penalty rulingswhichweredictated adecade ago,
when Chief Justice Williamm Rehnquist and Associate Jus-
tice Antonin Scalia commanded a solid majority on the na-
tion’ s highest court.

Thefirst of thesetworulings, issued on June20, prohibited
the execution of mentally retarded inmates. The second, is-
sued on June 24, held that a defendant is entitled to a jury
determination of any factual issue which would result in an
increase of the severity of asentence; in other words, ajudge
cannot issue a harsher sentence (i.e., adeath sentence) than a
jury would have, if the death sentence is based on evidence
heard by the judge, but which the jury did not consider dur-
ing trial.

The court also issued athird ruling in the same vein, on
June 27, which also marksareversal of its 1990srulings; that
caseinvolved abuse of prisoninmates, specifically the chain-
ingof prisonersinAlabamaprisonstoa“ hitching post,” which
thecourt declared to be* cruel and unusual punishment.” This
ruling endsalong seriesof Supreme Court rulingswhichhave
protected prison officials from lawsuits by inmates.

The 1992 L ow Point

To understand the significance of these decisions, it is
crucial torecall the state of affairsten years ago. After many
rulingsover previousyears, narrowing the ability of prisoners
on death row in state prisonsto obtain review of their senten-
cesintheFederal courts, things got to the point that anumber
of pro-death-penalty Supreme Court justicesattacked therea-
soning of the Rehnquist-Scalia majority (see EIR, July 17,
1992). This came as the result of a string of rulingsin which
procedure was exalted over substance, and a constitutional
violation was considered of no significance, if the court re-
garded the prisoner to beguilty anyway. Executing aprisoner,
whose conviction had been obtainedin viol ation of aconstitu-
tional right, was no problem for the bloodthirsty Rehnquist-
Scaliaduo, savishly joined by Clarence Thomas, and gener-
ally some other justices.

In a concurring opinion in the June 1992 case Sawyer V.
Whitley, Associate Justice Harry Blackmun said, that al-
though he had alwaysrel uctantly supported the death penalty,
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he now doubted that it could be applied fairly, because of the
Supreme Court’s destruction of the procedural safeguards
that were supposed to ensure fairness. He pointed to the
court’ srestrictionson “the Federal judiciary’ spower toreach
and correct claims of constitutional error on Federal habeas
review,” and he charged that the court’ s recent rulings—that
the court would not act upon constitutional violations unless
aprisoner could prove* actua innocence” to the court’ ssatis-
faction—as a doctrine that “ undermines the very legitimacy
of capital punishment itself.”

Another concurring opinioninthe Sawyer casecamefrom
Justice John Paul Stevens, another supporter of the death pen-
alty, who said that Rehnquist’ sreasoning “creates a perverse
doublestandard,” which requiresamore stringent standard of
proof in acapital case (i.e., by putting the burden of proof on
theprisoner to provehisinnocence), thaninanon-capital case.

ReversingtheTrend

Thecourt’ srecent ruling barring the execution of themen-
tally retarded, reversed a1989ruling. Asisgeneraly the case
in rulings involving the Eighth Amendment’ s prohibition of
“cruel and unusual punishment,” the court attempts to deter-
mine what the current “national consensus” is on such mat-
ters—a practice which verges on deferring to the vox populi,
which Scaliais particularly inclined to do, especialy where
he sees popular (mob) opinion favoring the death penalty.

But in this case, Atkins v. Virginia, the court’s majority
led by Justice Stevens, reviewed the practice and legislation
of the states, and found that, of those states that permit capital
punishment, 18 had passed legislation barring execution of
thementally retarded in thetime period sincethe court’ 1989
decision; Congress has also written such a prohibition into
the Federal death-penalty law.

Themajority opinion also took into account international
practice and opinion, as well as the views of church leaders.
Thelatter point drew ascornful reactionfromnominally Cath-
olic Scalia, who fumed in his dissent, that the views of the
U.S. Catholic Bishops*“ are so far from being representive” of
the views of Catholics (omitting to mention Pope John Paul
I, who haspassionately spoken out agai nst thedeath penalty).

In the case pertaining to jury-versus-judge sentencing,
Ring v. Arizona, the Supreme Court said that it isaviolation
of the Sixth Amendment right to ajury trial, to have ajudge
impose a harsher sentence than ajury would have, when the
judge determines the presence of aggravating factors based
on evidence which the jury did not consider. The ruling has
beenwidely misreportedinthenewsmedia, which mischarac-
terized it as saying that only ajury, not ajudge, could impose
adeath sentence.

Both rulings could affect hundreds of inmates. The Death
Penalty Information Center estimates that there are 200-300
retarded inmates on death rows, and that nearly 800 of the
nation’ s 3,700 death-row inmateswere sentenced without the
protections specified in the Ring case.
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Violent Video Games
Rated for ‘Everyone’

by Donald Phau

Inthewake of the April 26 massacre of 17 studentsand teach-
ers by astudent at ahigh school in Erfurt, Germany, Schiller
Ingtitute Chairwoman Helga Zepp-LaRouche has called for
an international United Nations protocol to ban violent video
games. Her call followed by two years her February 2000
speech showing that mass slayings like that at Columbine
High School in 1999 were a“new violence” encouraged and
“trained” by violent movies, videos, and computer games.
Unlike in the United States, the national debate in Germany
has resulted ininitial steps against the “new violence” game
market.

On Aug. 1, 2001, the Journal of the American Medical
Association (JAMA) had printed astudy entitled “ VViolence of
E-Rated Video Games,” confirming Mrs. Zepp-LaRouche's
warnings. The study was conducted by Prof. Kimberley M.
Thompson of the Harvard School of Public Health. To be
assigned an “E” rating by the Entertainment Software Rating
Board (ESRB) championed by Sen. Joseph Lieberman (D-
Conn.), means the video game is claimed to be suitable for
“everyone” six yearsold and up. The Harvard study showed
that 35 games, out of a sample of 55 E-rated video games,
“involved intentiona violence, and that injuring or killing
characters is rewarded or required for advancement.” “ Vio-
lence” was defined “as acts in which the aggressor causes or
attempts to cause physical injury or death to another char-
acter.”

That such “ratings’ have made video-game regulation
more lax in America, during the years that severa high-
school and middle-school slaughters were committed by
youths hooked on violent games, contrasts directly with
the case in Germany. In May, the Bundestag (parliament)
approved a hew amendment to its Youth Protection Law,
which put violent video games on an index, which forbids
any public promotion and advertisement, as well as sales to
Germans under age 18. The German Federal Agency for
the Control of Youth-Endangering Material will aso be
provided with extended powers, staff, and funding, under
the amendment. The Erfurt student killer, Robert Stein-
hauser, was addicted to violent video games and regularly
participated in Internet competitions of the game Counter-
Strike, where the player gets points and can win money by
either hunting down and killing terrorists, or by playing the
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role of aterrorist himself. In the United States, by contrast,
the ESRB gave an “E” rating to the video game Rat Attack,
which Professor Thompson's study showed to have an aver-
age of 8.4 deaths per minute.

Professor Thompson spoke with Don Phau on June 17.
An interview with Lt. Col. David Grossman, to whom she
refers as an expert, appeared in EIR, May 24, 2002.

Interview: Kimberley Thompson

EIR: | found your study startling. | thought that when you
buy or rent a E-rated video, it isn’t violent; but your study
showed that they can be quite violent. What reactions have
you gotten? Many people, for example, Sen. Joe Lieberman,
in Congress, say that “ratings’ is how we solve the problem
with violent video games.

Thompson: The first thing | want to tell you about our
study is that we actually quantify the violence, which no
one has ever done before; it was unique in the method we
set up. WEe' re going to define violence and then we are going
to quantify it. Let's give people, then, a more informed
awareness and actually pay attention to what your kids are
actually seeing, playing, and experiencing in the games.
Previously, people have only looked at content by subjec-
tively assessing it and not quantifying things the way we
did. We quantified the use of weapons, the number of charac-
ters that were killed. That's a very different way of looking
at it. | think it's very important to look at this. Let people
have a more informed awareness of what kids are seeing
and experiencing in the games.

A lot of times, entertainment just comes in right under
the radar screen; parents are not paying any attention to
what's coming in. They make assumptions about it being
OK: “It'sfun.” “ It's entertaining.” They make a dichotomy
between entertainment and education, which the young kids
don't make. For them, everything they are experiencing is
educational and entertaining at the same time. . . .

The reactions that we have gotten span the whole spec-
trum. Y ou get people saying, “Oh my gosh! We had no idea
there’ s so much violence.” That’s one group; and then there
areother peoplewho say, “ Thisisjust fun, it’ sentertainment.
Why are you looking at it like this? People are just having
fun.” We get this whole range.

EIR: You said that Rat Attack had 8.4 deaths per minute?
Thompson: Yes. ... In Rat Attack, what you're trying to
do is kill the rats. You're using nuclear weapons. So, basi-
cally, you surround the rats, and then you blow them up.
But you don't know that, as a kid, if you're just putting
boxes around the rats, so maybe it's not such a big deal.
But, because we knew what the game says it’s doing, that
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that was violent, and we counted them all. Thisis what we
were doing, that was really different.

Some people said, “Well, there are differences between
animals and humans.” And we said, “Yes, you're right,
but these were E games, rated for kids six and above.”
We don’'t know where children can distingush, realy well,
between fantasy and reality, and what the impact of these
messages are on them, so we're going to count it all. So
you can react a lot of different ways, but the main thing
was, it made people think, and that’s what | hoped for.
Is the long answer helpful?

EIR: Yes, but it raises questions. Before the ratings, if
you were a concerned parent and wanted to know what
your kid was watching, you would have to get the video
game and watch it yourself. But, if you have a big “E”
for “Everyone” on the video, wouldn’t you say to yourself,
“WEell, | don’t have to watch it. This prestigious Entertain-
ment Software Rating Board has viewed al this stuff and
they're saying this is good for everybody, so why would
| have to watch it?’
Thompson: Right. There are certainly some people that
would approach it that way, and they may do the same thing
for movies; i.e, if it's“G” (for “General Audiences’), it's
fine for everyone.

| think that people don’t pay as much attention as they
should. There is a lot of education that is happening, not
just for kids, but from all media, to the extent that people
read too much into the ratings, they need to definitely be
more informed to what the ratings do or do not tell them.
That's why we did the study, because we wanted to make
sure that people took a different look at it.

EIR: How did the entertainment sector respond?

Thompson: They wrote aletter to JAMA. That was the one
formal reaction that we got from them. They, in generd,
didn’'t have a problem with our study. We didn’t say that
video games are bad, that this is the worst thing for kids,
ever. We're not saying that, and | would never say that. But
what’s important, is that, as the entertainment media take
more and more of our children’s time and attention, and if
you compare that to the amount of time they actually spend
interacting with real people, including their parents, and that
ratio continues to become less and less favorable toward
real people, we really need to think carefully about what’'s
in the media. | think the best way to do that is to raise
people' s awareness to what they don’t know and try to make
them look. That's been the strategy that we tried.

EIR: | think it's very important that people should know
this. At a conference two years ago, Helga Zepp-LaRouche
presented Pokémon as being quite violent.

Thompson: Butit'sstill very popular with, especialy, very
young kids.
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EIR: | went out and got the game. | asked myself, “Okay,
what is there about this thing?' Well, one character after
another obliterates the other character. What' sthe difference
between Pokémon and Mortal Combat? That you don’t have
blood flowing everywhere?

Thompson: Well, it’s cartoon violence. The industry—and
this is true of movies, too—they tend to think that cartoon
violence is OK, because it's entertainment. That's the ques-
tion that people should ask: “Is it OK? What is it doing?
What kind of message is it giving to kids?' 1'm not going
to presume to answer that for everbody’ skids, but | certainly
think that one should ask.

Did you see the Pokémon movie? Because, the movie
is al fighting, fighting, fighting, fighting, until you get to
the very end. Then, they make this point at the end that
fighting is not the answer. People were claiming, “It's a
great movie, because it’s got this great message.” It’s such
anirony. Gorent it and see. It’ sthe first one—not the second
one—which is extremely violent. People were writing these
reviews about this great message about not fighting. But you
have to watch the whole movie just to get to that message.
It's just fighting, fighting, fighting, fighting. | think alot of
peoplejust don’t see the world the way their kids do. | think
it's important to really get the dialogue going.

EIR: A kid named Robert Steinhauser just murdered 17
students and teachers in Erfurt, Germany. He was totally
immersed in the video game, “Counter-Strike.” The Ger-
mansaretaking thisvery seriously, and they just passed alaw
banning advertising and promotion of these type of games.
Thompson: | know, | saw it. | saw their statement, I've
been getting e-mails about this. But it’ s not isolated. Colum-
bine set off the whole Federal Trade Commission investiga-
tion of the media, under Clinton. The problem is, we don’'t
know how many incidents, where video games have had an
impact or not. We just don’'t know that, because no one is
studying that in a quantitative way. There are some very
strong advocates. You might want to talk to Lt. Col. Da
vid Grossman.

EIR: | have. The problem in the United States, is that the
entertainment business has such a tremendously powerful
lobby, Hollywood, with alot of money. Look at the effect
of the rating system that Senator Lieberman set up, right
after Columbine. After Columbine video-game sales were
continuing, each year, to fal; but after Lieberman’s rating
system was set up, sales shot up again, sales doubled.
Thompson: Mmmm!

EIR: With Lieberman’s rating system, it put the stamp of
approval that these video games are OK, and we can get
them for our kids. If you look at where Lieberman got the
funding for his campaign, the big money from Hollywood
came, after he set the rating system up.
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From Our Archives

The Wertham Campaign
Against Violent Comics

by Richard Welsh

The following is adapted from a longer article in EIR, Nov.
18, 1994. Seethisweek’ sFeature, for a speech by Helga Zepp-
LaRouche that discussesthis campaign during the 1940sand
’50s against the marketing of media violenceto children.

The German-American psychiatrist Frederic Wertham
(1905-81) was the moral and intellectual leader of a cam-
paign, which began in 1948, to eliminate what he called “the
curse of the comic books.” To this day, publishers and devo-
tees of crime, horror, and superhero comics—the predeces-
sorsof today’ sviolent video-game culture—are still screech-
ing at their long-deceased nemesis.

Wertham's battle was unique in postwar history. Out-
raged by the violence, sexual perversity, crime glorification,
and sadism of children’ s comic books—which are morelike
today’ s video games “Mortal Kombat” and “Night Attack”
than the comics those under 50 grew up with—parents and
othersrallied to agrassroots boycott campaign that cut crime
and horror comic sales by 40%; scores of states, counties, and
municipalities banned the display and sale of these atrocities
to minors; and in 1954, a Senate subcommittee on juvenile
delinquency, following in the wake of the mass-publicized
Kefauver crime committee hearings, heard testimony by
Wertham and by comicindustry defendersonthesubject. The
comicsindustry wasforced into atemporary retreat.

Sex, Blood, and Gore

The comic book had emerged in 1934, featuring crime
and detective storylines. The publishers and distributors of
the comicswerelargely those who produced pulp novelsand
pornography: organized crime. The same tactics were used
as well, strong-arming corner newsstands and drug stores.
The Nietzschean “Superman” appeared in 1938, a fitting
counterpoint to Hitler’ smarch acrossEurope. By 1939, scores
of imitators had appeared, including the Gestapo-like Bat-
man. By 1941 there were over 30 publishers, and the first
psychologist-designed superhero made her debut, William
Moulton Marston’ s leshian dominatrix Wonder Woman.

Opposition to comics grew into 1942, but the debate was
swept away by the U.S. Army’ spolicy of shipping vast num-
bers to the troops abroad. Still, by 1946, the opposition was
sufficienttoinducetheformation of a“ code” intheindustry—
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which wasignored. The return of the veteransto civilian life
did collapse the superhero market, but other genres soon took
up the dlack; by 1948, crime comics ruled the racks. That
March, Wertham convened a symposium on the subject, and
began the fight that culminated in the 1954 Senate hearings.

A Passionate Commitment

Wertham was born in Munich, and immigrated to the
United States in 1922. He held positions of responsibility at
several New York City hospitals, and was often called on
for expert testimony in court. If the accused were African-
American, hewasoftentheonly psychiatrist willingtotestify.
Working with the National Association for the Advancement
of Colored People's Thurgood Marshall, his clinical studies
and testimony played akey role in a school desegration suit
inWilmington, Delaware, which becameoneof thefour cases
consolidatedintothe 1954 landmark U.S. Supreme Court case
of Brown v. Board of Education.

In “The Curse of the Comic Books’ (published in 1954
in the journal Religious Education), Wertham ridiculed the
ideathat an industry “code” would solve the problem of vio-
lence. “Y ou do not need a code to leave out harmful ingredi-
ents from comic books. All you need is to do it. No new
principleisneeded so that children will not be shown pictures
where a girl is about to be raped with a red-hot poker,” he
wrote. Refuting the claim, madethen asnow, that suppressing
sale of violent comicsisaviolation of the First Amendment,
hesaid, “ Free speech does not mean—and has never meant—
that you can tell and sell anything you pleaseto achild.”

The publishers' first response to Wertham’s campaign
was to shift out of crime into “love” (soft porn) comics, in
1949-50; but by the end of that year, a “new” genre was
introduced, the “weird” comics of supernatural, gothic, and
science-fiction horror. It was the same old sadism and grisly
retribution. The industry also formed its “ Comics Code Au-
thority,” which proscribed a few narrowly defined themes,
such as vampirism, while leaving the superstructure intact.

Though Wertham and his associates kept up the fight,
the public largely lost interest, assured that things had been
brought under control. The Senate committee punted, buying
theindustry line—still repeated today—that only psychol ogi-
cally “predisposed” children were harmed by comics. The
codedid eliminate theworst of the gore and overt sadism, and
fromthelate 1950sinto the 1960s, the heroesweretamer and
the crime less graphically brutal. However, the fundamental
problems had not been solved.

With the “post-industrial society” in the late 1960s and
early 1970s, the comics industry was deregulated, the code
was loosened, and beginning in the 1980s, a new wave of
comics surged, fueled by a booming “collection” industry
financed by both children and nostalgic baby-boomers, and
serving as an evil complement to the larger video-game and
rock music culture. The LaRouche movement’s campaign
today against this, takes up where Wertham left off.
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Congressional Closeup by carl 0sgood

H ouse Sets Up Homeland eral agencies “to confront those who  the implications of Warner's offset
Security Bill Panel would undermine our country,” add- provision, as they did on missile de-
On June 19, the House passed a resoing that “reinventing and reassessing” fense itself. Mary Landrieu (D-La.)

lution creating a nine-member panel operations of government may be negarned that the amendment “basically

to handle the proposed Department of essary. “Do | believe, however, thatin taps into revenues that do not exist.”
Homeland Security legislation which  the face of threats, that we ought to ddhe said that while there is a “claim

the Bush Administration had sent up somethingthatwe mightnototherwise  of an offset” in the amendment, “it is
to Capitol Hill the day before. The have done? The answer to that is agoingto be very difficult, if notimpos-

resolution, passed by voice vote, pro- emphatic no.” sible, to materialize that offset.” In ad-
vides that the bill will be referred to dition, she noted that even without
the relevant committees of jurisdic- Warner's amendment, the amount in
tion, and those committees will for- the bill for missile defense is 25%
ward their recommendations to the D o more than two years ago. Rather than
new panel, which will hold hearings efense Authorization weakening the program, as the GOP

and mark up the legislation. House Bill Headed for Cloture claimed, Landrieu argued that the bill
Rules Committee Chairman David Senate consideration ofthe fiscal 2003  actually strengthens it. The Senate had
Dreier (R-Calif.) told the House, “The  defense authorization bill began omot, as ofthis writing, come to aresolu-
resolution provides a clearinghouse June 18, but was proceeding muchtoo  tion on the Warner amendment, how-
for ideas, an ad hoc body with the  slowly for Senate Majority Leadeever, because he had only read it into
expertise to resolve jurisdictional dis- Tom Daschle (D-S.D.). One week the record from the floor.
putes, and the authority to compile a  later, he filed a cloture motion to bring
final package.” debate to a close before the July Fourth

House Majority Leader Dick  recess. He complained that, in spite of
Armey (R-Tex.), who will chair the a bipartisan agreement on amend- ]
select committee, emphasized thatthe ~ ments, the Senate had reached a“legi-sf adeBill Conference
bill should be rammed through at lative impasse” with cloture the only Delayed by House GOP
lightning speed. He told the House  way out. Minority Leader Trent LottAn unusual procedure to put the trade
that the standing committees with ju- (R-Miss.) agreed. promotion authority (TPA) bill back
risdictional claim will have until July The bone of contention is missilethrough the House Rules Committee
12 to make their recommendations to defense. The bill passed out of the faltered on June 20, when Republican
the select committee, and thathe plans ~ Armed Services Committee with $8tbdders decided they did not have the
to bring the legislation to the floor by million less for missile defense than  votes to go to conference. Under the
July 21. This is in keeping with the the Bush Administration had askegrocedure, the committee adopted a
stated goal of having the final bill for. That money, instead, was trans- rule, the day before, combining the
on the President’s desk by Sept. 11, ferred to “more immediate and pre§&RA bill, with the Andean Trade Pref-

2002. ing needs,” in the words of Sen. Jack erence Act plus other legislation, and
Rep. Steny Hoyer (D-Md.) ex-  Reed(R-R.l.),including shipbuilding,adding provisions on U.S.-made fab-
pressed some concern aboutthe schedwhich gets $690 million. Sen. John rics made shipped to Caribbean coun-

ule. With the House planningtobe out ~ Warner (R-Va.) proposed an amenties to be cut and sewn into clothing,

of session for about ten days during ment to restore the cut to missile de-  and slight increases in trade adjust-
the July Fourthrecess, thatleavesonly  fense, butto use assumptions aboubient assistance provisions. The origi-
nine legislative days to consider a bill flation as an offset, rather than taking  nal underlying bill had passed by a
that consolidates agencies that have a  the money away from the progra?i$-214 margin in December, com-
combined budget of almost $39 bil- that it was transferred to. Warner told  pared to the 66-30 margin that trade
lion, and 170,000 employees. “| have  the Senate that he hoped his ametatjislation passed the Senate in May.
great reservations,” he said, “about ment would address a problem inthe = House Ways and Means Committee
what | perceive to be a rush to judg- bill that was causing many RepubliZhairman Bill Thomas (R-Calif.) re-
ment on this issue.” He does not dis- cans to consider voting it down. portedly claimed that he needed the
agree with the need to reorganize Fed- Democrats responded as muchcbanges in order to strengthen his hand
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with the Senate negotiators.

However, the GOP leadership
pulled back when it became clear that
they not only lacked the support of the
handful of Democrats who previously
supported the bill, but had also man-
aged to anger some Republicans from
textile-producing states. The textile
provision is similar to one incorpo-
rated in the supplemental appropria-
tionshill, andisdesignedto ensurethat
fabric cut and sewn into clothing in
the Caribbean, iswoven, dyed, printed
and finished in the United States be-
fore getting preferential trade treat-
ment. Rep. Jim Demint (R-S.C.) com-
plained that Thomas' language is full
of loophoales.

Democrats, not surprisingly, were
livid a the GOP procedure, which
would have denied them the rights
they normally have in offering mo-
tions when conferees are appointed.
House Minority Leader Dick Gep-
hardt (D-Mo.) called it “the end of de-
mocracy in the House” He com-
plained that the GOPwastryingtoram
through a new bill that nobody had
seen, usingarulethatwouldonly leave
one hour for debate. House Speaker
Dennis Hastert (R-111.), during a June
22 appearanceon CNN, said that Gep-
hardt was “a little over-agitated.” He
said that he will not bring a bill to the
floor “unless| know we havethe votes
to passit,” and that the trade bill was
not “ready to move, yet.”

Budget Amendment

Failsin Senate

Y et another attempt to add a budget
enforcement mechanismto legislation
onthefloor of the Senatefailed on June
20. Budget Committee Chairman Kent
Conrad (D-N.D.) and Sen. Russdll
Feingold (D-Wisc.) proposed an

amendment to the fiscal 2003 defense
authorization bill that would have set
spending caps for 2003 and 2004 and
retained a60-vote point of order to en-
forcethosecaps. It would al so have set
alimit of $768.1 billion in discretion-
ary spending for 2003. The current
capsand enforcement mechanismsex-
pire on Sept. 30, which hasbecomean
issue because Senate Mgjority Leader
Tom Daschle (D-S.D.) has still not
brought to the floor the fiscal 2003
budget resolution passed on a party-
line vote in the Budget Committee
last April.

The Democrats, rather than bring
their resolution to the floor, have con-
tinued to blame Republicans for the
impasse. Conrad told the Senate that
the Bush Administration’s 2003 bud-
get “needs to be adjusted in a number
of ways.” He complained that the bud-
get proposal cutshighway spending by
$9 billion, law enforcement by $1 bil-
lion, and that it proposes less money
for education than Bush supported in
hiseducation bill. Furthermore, it con-
tinuesthedeficitsthat began asaresult
of the 2002 budget being hit by what
Conrad described as the “triple
whammy”: the tax cut, Sept. 11, and
the so-called economic slowdown. He
called on the Senate to commit itself
to “getting back on track towards a
course of reducing the debt of the
United States.”

Instead, the Conrad-Feingold
amendment was defeated on a point
of order, faling one vote short of the
required 60. Phil Gramm (R-Tex.),
who made the point of order, argued
that it was out of order, because “we
are going outside the budget process
and dealing with an amendment that
was not reported by the Budget Com-
mittee.” He also complained that the
discretionary limit set in Conrad's
amendment was $9 billion higher than
Bush requested, and done in such a

way, that it would actually allow
spending $25 hillion above the bud-
get request.

T auzin, Bingaman Agree
On Energy Conference

On June 19, House Energy and Com-
merce Committee Chairman Billy
Tauzin (R-La.) and Senate Energy and
Natural Resources Committee Chair-
man Jeff Bingaman (D-N.M.) an-
nounced that they had come to an
agreement that Tauzinwould chair the
conference committee on the energy
bill. Tauzin told reporters that he in-
tends “to consult very closely” with
Bingaman in “scheduling and strate-
giesof the conference.” Bingaman ex-
pressed optimism that the two sides
could reach an agreement before the
Congress adjournsin October.

However, deciding who would
chair the conferenceis so far the only
issue on which the two sides agree.
There are significant differences be-
tween theHouseand Senatebills. Tau-
zin admitted, “It's going to take us
quite a few weeks to get it all done,”
and neither he nor Bingaman would
guess what would happen with issues
such asdrilling in the AlaskaNational
Wildlife Refuge or with automobile
fuel economy standards. They did
both agree, however, that eectricity,
which isonly addressed in the Senate
bill, would figure in the conference.
They aso both agreed that the bill had
to address the broad range of energy
policy, despite the differences.

Senate Majority Leader Tom
Daschle (D-S.D.) was less optimistic.
On June 20, he suggested there will
likely not be agreement on the Alaska
Refugeand onfuel economy standards
“so we might as well ... deal with
thoseissuesfor whichthereisrea pos-
sibility for compromise.”
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Editorial

The End of an Era

Since August 1971, when the Nixon Administrationin-
augurated thefloating exchange rate system, the United
States has been living with apparent impunity, at the
expense of the rest of the world. Beside the United
States' role in dictating currency rates, interest rates,
and other terms of trade—through both raw power and
itsrolewith the International Monetary Fund—the ma-
jor way in which the United States survived the take-
down of itsown economy, wasthrough themaintenance
of atrade deficit in physical goods, and the current ac-
count deficit, which has grown steadily in recent years,
to the level of well over $400 billion ayear.

If any other nation had attempted to maintain such
adeficit, the IMF would have been down their throat.
Cut imports, cut budgets, and on, and on, and on. But
thiswasthe United States, theworld’ slargest economy,
and theworld’ slargest debtor, and it was able to attract
the capital inflow from all over the world to cover over
the deficit, and to keep going.

The inflow required to sustain these deficits was
truly staggering, reaching more than $1.5 billion per
day. That money went into the stock market, into U.S.
Treasuries, and into agency and corporate bonds.

But, asof thefirst quarter of 2002, thissituation has
changed. Between the last quarter of 2001, and the end
of March, 2002, foreign capital inflowsinto the United
States dropped by awhopping 55 percent!

The figures coming from the U.S. Department of
Commerce fill out the picture. Foreign purchases of
stocks fell from $33 billion to $25 hillion; foreign pur-
chases of U.S. corporate and agency bonds fell from
$66.3 hillion to $45.4 hillion; but the most rapid rate
cameintheareaof U.S. Treasuries. Foreign buyers not
only turned away from Treasury bonds, but a net $5.7
billion worth of U.S. Treasuries were dumped between
the fourth quarter of 2001, and thefirst quarter of 2002.

Going along with this processis the rapid collapse
of the U.S. dallar, particularly against the European
currency, the euro, and the yen.

Those who might consol e themselves that this shift
might bring more “balance” to the world economy, as

the United Statesis cut down to size and capital begins
toflow into other parts of theworld, should think again.
What is happening here is the collapse of the currency
upon which the entire world economy has been based.
It occursamid alevel of total world indebtedness, and a
collapse of world production and trade, which threatens
the physical existence of nations, and huge sections of
mankind. No one is going to “benefit” from the implo-
sion of this system, unless a totally new worldwide
credit system, directed toward creating economic
growth, isputininitsplace.

The creation of just such a credit system has been
the proposal of U.S. statesman and economist Lyndon
LaRouche, Jr. since 1975. More than 10 years before
that, LaRouche had forecast that the U.S. economy
would be headed into depression starting in the late
1960s, if theshift from aproducer to aconsumer society,
which began in the 1950s, were continued. In 1971,
LaRouche went further, and forecast the emergence of
aglobal fascism, should the floating exchange system
of looting, initiated in 1971, not be replaced with anew
system of fixed exchange rates, and of new mechanism
for long-term, low-interest |oansfor infrastructure proj-
ects and major economic development.

LaRouche has, of course, maintained hiswarnings,
and renewed his proposals, culminating in his call for
a New Bretton Woods System in 1997. LaRouche's
forecasts of an ultimate collapse of the U.S. economy
and currency—despitethelack of any other superpower
to chalenge the United States—has been often re-
peated. At this point, with the dollar poised for a col-
lapsethat could go asfar as40-50%, and the U.S. econ-
omy headed for a hyperinflationary shock, as prices on
imports go through the ceiling, LaRouche is the only
world leader with any credibility on the subject of the
economy.

The post-1971 eraisdying, but thereisno reason to
mournit. It' stimetoforgeanew monetary system based
on cooperation among sovereign nations for produc-
tion. That system will be in the interest of all nations,
and put us on the path to progress once again.
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