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From the Associate Editor

It was exactly nine years ago, on Jan. 27, 1989, that Lyndon H.
LaRouche, Jr. was jailed by a “Bush League” task force of govern-
ment and private operatives. It was a political railroad, which leading
analysts compared to France’s 1894 Dreyfus Affair, in which an
innocent man was sent to prison for purely political reasons. In both
cases, the prosecutors knew full well, that the accused was innocent
of all charges.

LaRouche was freed on parole on Jan. 26, 1994, after serving five
years of a 15-year sentence. But, whereas Captain Dreyfus was fully
exonerated in 1904, LaRouche’s exoneration has yet to be achieved.
No task could be more urgent, at the present time.

As we go to press, the very same crew that jailed LaRouche, has
escalated their treasonous assault against the American Presidency,
through the machinations of such low-lifes as British intelligence
operative Ambrose Evans-Pritchard, and Bush Leaguers Kenneth
Starr and Linda Tripp. See National for a report by Edward Spannaus
and Jeffrey Steinberg. Whether or not President Clinton believes he
is ready for an all-out “slugfest” against his British enemies, Lyndon
LaRouche and EIR are going to start swinging, and will force this
battle into the open, on our terms. For starters: Revoke Linda Tripp’s
Pentagon security clearance, and open a thorough investigation into
her activities against the President.

Some people, enmired in the soap opera that passes for “news”
in America these days, may find it hard to believe that the assault on
the Presidency is really freason. That is because they are living in a
world of virtual reality. Time to snap out of it! Time to start thinking!

This was the number-one agenda item at the Martin Luther King
Day conference of the Schiller Institute and International Caucus
of Labor Committees, which we feature in this issue. LaRouche’s
keynote speech addresses the “top one percent” of American citizens,
those who think, and who must rapidly begin to master the conceptual
challenges that LaRouche lays out, if the world is to survive the

present crisis.
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Bankers yearn for ‘just
one success’ in Asia

by William Engdahl

As the systemic crisis continued rocking financial and cur-
rency markets across Asia, a senior European central banking
source told EIR, “At this point it is very important that we be
able to stabilize one country; so far, that has eluded us.”

The Indonesian rupiah is dropping like a stone, down as
much as 48% on just one day, Jan. 22. The currency in that
country of 200 million people has been devalued 84% since
last August, when the International Monetary Fund (IMF)
demanded that it float freely against the dollar. South Korea’s
negotiations with its creditor banks, led by J.P. Morgan, for
restructuring that country’s $150 billion foreign debt, are at
an apparent impasse on the issue of rollover of some $25
billion of unpayable short-term debt. Japan is enmeshed in
endless faction fights over whether or how to deal with the
world’s most mortally wounded banking system, and Thai-
land faces bloody riots protesting IMF-dictated austerity.

Looking at all this, the central banker’s wish for “one
success” appears as probable as a journey to the Moon was at
the time Jules Verne wrote his science fiction fable at the end
of the past century. In short, “None of the usual remedies
seem to be working,” as one European banker expressed it.
And for good reason.

No cyclical crisis

“We are in the process,” commented Lyndon LaRouche
in a Jan. 14 radio interview with “EIR Talks,” “of, shall we
say, the worst systemic financial collapse in modern history,
much worse than anything that we have seen during the 20th
Century, or even the 19th Century. But this is not a cyclical
crisis like that, say, of the 1930s. The present system, which
has been developing over the past thirty-odd years, is not a
viable system. It is a system which is, by its very design,
inherently doomed to a permanent collapse.”

4 Economics

The latest developments regarding the Indonesian rupiah
bear out this analysis. Despite a high-profile visit from IMF
Managing Director Michel Camdessus on Jan. 15, during
which Indonesian President Suharto signed an agreement
with the IMF which calls for draconian budget cuts and other
severe economic measures —moves aimed to please, above
all, foreign investors — the rupiah continued to collapse. Dur-
ing Jan. 20-22, the currency fell from 8,400 rupiah to the
dollar, down to an all-time low of 17,000, before heavy Indo-
nesian Central Bank intervention brought it back to 12,000.

If the rupiah stays at that level —and all signs are that it
is going even lower—that would mean that an Indonesian
company needing, for example, imported machine parts from
the United States to run its factory, would need to come up
with six times the rupiah funds they needed only last August,
when the rupiah was at 2,600. Needless to say, few Indonesian
companies are able to pay such a hefty price. Recent estimates
by financial analysts in the region are that of the 280 compa-
nies listed on the Jakarta Stock Exchange, only 22 are still
solvent with the rupiah at present levels. The rest have a net
worth in rupiah terms below the value of their dollar debts, a
legal state of bankruptcy.

Why is the rupiah plunging? “The simple answer is that
Indonesian companies are in a panic rush to grab every dollar
they can to repay foreign debts coming due,” explained one
European banker involved in the region. “We estimate that
before Jan. 31, Indonesian companies have to come up with
about $10 billion. Total foreign debt is maybe $140 billion,
and of that, half, or some $70 billion, comes due in the coming
12 months. With the rupiah in free-fall, either default or debt
moratorium in some form looks inevitable. Unlike South Ko-
rea, there is no discussion of a coordinated bank rollover of
the debt.”
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To make matters worse, the recent record drought has
made the autumn rice harvest a disaster, forcing Indonesia to
import huge volumes of rice and other foodstuffs since last
month. The collapsing rupiah makes the import price for such
necessities prohibitively high for most Indonesians. The fall-
ing rupiah in the import-dependent economy, and the soaring
food costs, have pushed the country to the very brink of a
Weimar-style hyperinflation. Current annual price inflation
in the country is more than 60%, according to estimates by
Deutsche Morgan Grenfell.

Little wonder in this situation that reports are surfacing
by the day that Indonesian banks are unable to honor forward
foreign exchange contracts, and that several private compa-
nies had simply defaulted on foreign debts.

What next?

The illusion prevalent in international banking circles is
that a “fence” can be erected around Indonesia, allowing the
IMF and banks to focus on making South Korea the “success”
the central bankers so urgently require. Nothing could be
further from reality.

The largest financial market in Asia outside Japan is Hong
Kong, the former British colony which since July has been
part of China. One of Asia’s largest investment banks, Pere-
grine Investments of Hong Kong, was forced to declare bank-
ruptcy early in January, when Zurich Insurance Group broke
off talks intended to inject fresh capital into the troubled
group. Peregrine claims it was forced to go under because of
the fall of the Indonesian currency.

But the Peregrine bust was only the beginning of what a
number of European banks and investment managers predict
will be escalating speculative pressures against Hong Kong’s
long-standing peg to the U.S. dollar, and with Hong Kong,
the peg of the Chinese renminbi itself.

On Jan. 22, the Hong Kong Morning Post reported that
angry customers were in line outside Hong Kong stock bro-
kerages demanding their money, after a second large broker-
age, CA Pacific Securities, filed for bankruptcy. Recent real
estate auctions indicate that land prices have fallen by 20-
30% since last October. The Morning Post called the situation
a “crisis of confidence.” If that crisis grows, the consequences
for the world payments system could be enormous.

“The large offshore hedge funds like [George] Soros’s
Quantum Fund have now turned their attention to Hong
Kong,” noted a London hedge fund source. “The only two
liquid markets left in Asia where it is easy to speculate are
Hong Kong and Japan.”

Indeed, in a full-page interview in the Hamburg weekly
Die Zeit, which was picked up as a news wire and run on
financial trading computers from London to Tokyo to New
York, Soros put the spotlight on Hong Kong and China. In a
Jan. 15 interview, Soros said, “The situation in Hong Kong
and China is extremely precarious. China is already being
impacted. The largest part of its foreign investment comes
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from overseas Chinese, and these have already lost—in Thai-
land or Indonesia—already half their assets or more.” Soros
should know. It was his Quantum Fund, together with another
aggressive Netherlands Antilles hedge fund, Julian Robert-
son’s Tiger and Jaguar funds, which, according to trade
sources, led the attack on the Thai baht last May, which began
the financial avalanche across Asia.

Hong Kong and China are far different from Thailand or
Indonesia in vulnerability to a speculative attack. China’s
renminbi currency, which last devalued in 1994, is not freely
convertible. Further, it is backed by China’s estimated $130
billion in dollar reserves, the world’s largest outside Japan.
Hong Kong, with some $80 billion in dollar reserves, also has
acurrency board system, the Hong Kong Monetary Authority.
Under its rules, the board automatically calls in liquidity from
the overnight bank lending system the moment the currency is
under pressure. The resulting high interest rates — in October,
rates briefly hit 300% on one day —keep Hong Kong’s dol-
lar fixed.

But, it defends the peg at a heavy price. High interest rates
have devastated prices of Hong Kong land, as well as stocks.
“Hong Kong banks lend against property as collateral, like
the old British banking system,” commented a City of London
banker. “When land prices fall, banks are under pressure to
foreclose on loans. As long as the authorities are forced to
keep interest rates high, now about 12%, companies and indi-
viduals with high debt will face bankruptcy as time goes.
However, were the Hong Kong Monetary Authority to aban-
don the dollar peg, given the falls in the rest of the region’s
currencies, it would trigger a panic capital out-flight by Hong
Kong residents; that would be a disaster scenario. For that
reason, it is highly unlikely that the peg will fall. But that
means they must keep these high interest rates, and that will
force bankruptcies and add to bank bad debt problems.”

A European central banker told EIR, on background:
“Hong Kong and China are very difficult cases. They both
suffer from strong upvaluation of their currencies relative to
the rest of Asia. That means their economies lose competitive-
ness. The impact will hit the process of Chinese restructuring
of State Enterprises, unemployment will rise, export earnings
will fall. If that lasts, it will be serious. A crisis in China and
Hong Kong would trigger further problems not only in Asia,
but across the entire system.”

Nothing has been resolved in the seven-year-old Japanese
banking debacle, where estimates of bad loans left from that
country’s 1980s “bubble economy” bust range as high as $1
trillion. The Japanese Diet (parliament) is soon supposed to
get a final version of the Hashimoto government’s proposals
for the economy and bank restructuring. The hope is to pass
the program before the end of Japan’s fiscal year on March 31.

But Japan is no financial island. It also has been the
world’s most aggressive lender across Asia.Japan’s Ministry
of Finance just released figures for total Japan bank lending to
Asia, including Hong Kong and China, Thailand, Indonesia,
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South Korea, Malaysia, and the Philippines. The total expo-
sure is a staggering $253 billion, as of June 1997. Most likely
itisnow beyond $300 billion. While not all of that is in default,
the odds grow by the day that, under present conditions, a
large part of it will be before long.

In this context, it appears that Washington is having diffi-
culty finding a way out under present “rules of the game” of
IMF conditionalities. On Jan. 16, U.S. Treasury Secretary
Robert Rubin told a television reporter, “We will not spend
one nickel to help investors or bankers.” What he did not say,
however, is what he is prepared to do to solve the crisis, before
it engulfs the financial stability of the United States and the
rest of the world. A serious debate on LaRouche’s proposal
for a New Bretton Woods Conference, is clearly required.

Documentation

Rubin reiterates:
‘Not one nickel . . .’

Speaking at Georgetown University in Washington, D.C. on
Jan.21,U.S. Treasury Secretary Robert Rubin argued for the
importance of U.S. involvement in the Asia financial crisis,
saying, “We cannot afford to stand back and gamble that the
crisis will resolve itself.” Rubin said that the first job is “to
help stabilize the immediate crisis,” but that “we must also
modernize the architecture of the international financial mar-
kets that we helped create and that has served us so well for
the last 50 years.”

“The United States has enormously important economic
and national security interests at stake in promoting restora-
tion of financial stability in Asia,” Rubin said. “When we act
to resolve the Asian crisis, we act to protect and benefit the
American people.”

Rubin outlined the international response and the program
being supported by the United States as focussing on four key
elements: “supporting reform programs in individual nations;
providing temporary financial assistance when needed; en-
couraging strong action by Japan and the other major eco-
nomic powers to promote global growth; and, fostering poli-
cies in other developing and emerging economies to reduce
the risk of contagion.” He elaborated each of the four ele-
ments —which included arguing that the IMF “is the right
institution to be at the center of these support programs,” and
that the IMF “internationalizes” the burden, instead of putting
it all upon the United States.

As to investors and lenders, Rubin underlined, “Let me
just say that I would not give one nickel to help any creditor or
investor. And, in fact vast numbers of investors and creditors
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have taken large losses in Asia.”

During the question period, Bill Jones of the Schiller Insti-
tute asked, “Is there not a danger that present attempts to
create a bailout of the financial system, which, as it develops,
seems to become greater and greater —the cost of this bail-
out—that there is a danger that this could lead to a hyperinfla-
tionary explosion, especially if the crisis in Asia is combined
with the outbreak of crises in Brazil, in Russia, or other
places?” And secondly, “In light of this crisis, there have
been proposals from a wide variety of different places about
returning to a Bretton Woods-like system, with fixed ex-
change rates backed up by gold. How do you deem the feasi-
bility of doing something like that as an alternative to the
present situation?”

The following colloquy then took place:

Rubin: Was your first question hyperinflation or hyper-
deflation?

Q: Hyperinflationary — printing money —

Rubin: Oh. Okay. Everybody else is afraid of deflation,
so you get together with them, and then you sort of average
out.. . .Look,you’veraised a very serious question, which we
have been extraordinarily — which we’ve been very strongly
focussed on. That is the question, if you create a lot— [ assume
this is what you’re driving at— if you create a lot of additional
money in the system, and you don’t, so to speak, sterilize it,
isn’t there a risk of creating inflation? I must say there is an
acute sensitivity to that problem, and I don’t think that there
is a risk —any risk, for that matter — of these programs being
operated in that fashion, if for no other reason [than] because
there is such focus on the issue.

The greater —1I shouldn’t say “the greater risk” —but the
problem that many people are now focussing on is: Will this
create a deflation? And my instinct is that that is a very, very
low-probability event.

On the question of Bretton Woods, with fixed exchange
rates—look, fixed exchange rates are a very complicated and
very important subject. The problem with fixed exchange rate
regimes, as you know, is that if you’re going to make them
work, you then have to have monetary and fiscal regimes that
will support them. And while this is a debate we could all
have, I don’t think—we could all have, it seems to me, at
least, in the context of a stable and healthy economy —my
own view, for whatever it’s worth, is that we’re better off
with a fluctuating exchange rate than a fixed exchange rate,
because when you start to have a weak economy, what you
don’t want to have to do is to raise interest rates to keep your
currency up.

Butleaving that debate aside,if you try to establish a fixed
exchange rate in a context of a crisis which is—such as we
have now, I think what you almost surely would have to do,
particularly if you’re talking about trying to fix the exchange
rate substantially above where it is today, is to raise interest
rates to levels that these weak financial systems couldn’t
sustain.
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French unemployed
fight for justice

by Christine Bierre

In a nationally televised address on Jan. 21, French Prime
Minister Lionel Jospin slapped the millions of unemployed
Frenchmen in the face, when he announced that, in spite of
their struggle and hardships, his government would only in-
crease the minimum assistance to the very poor to a total of
$100 million, which comes to 90 francs (roughly $15) amonth
each. To justify his stinginess, Jospin invoked the Maastricht
criteria for membership in the European Monetary Union
which dictate member-nations’ state indebtedness and budget
deficits; but, the fact that, at the same time, the government is
agreeing to cover the more than $30 billion losses of the Crédit
Lyonnais bank, proves that, between saving the banks and the
people, Jospin has chosen the former.

Since December, thousands of unemployed, represented
by four national associations — APEIS, MNCP, AC, and the
CGT Unemployed Committee—have been demonstrating
and occupying public buildings throughout France, demand-
ing substantial and urgent increases in unemployment com-
pensation and social assistance. During the Christmas period,
the organizations occupied as many as 33 offices of the
Assedic, the state office that distributes unemployment com-
pensation. At first, the government tried to buy time, hoping
the conflict would dissipate on its own. By early January,
however, the continuing growth of the movement forced Jos-
pin and Labor Minister Martine Aubry to meet its leaders and
open negotiations on their demands. Soon after, the govern-
ment announced the creation of an emergency fund of a mea-
sly 180 million francs, for those in most need, and, deeming
that this was enough to calm discontent, deployed special riot
police to remove protesters from the Assedic offices!

Naturally, the police deployment gave strength to the
movement, which then proceeded with wild-cat occupations
of other public buildings, moving from one office building to
the next, whenever they were ejected by police.

Workforce being gutted

Even though large masses of people were not mobilized,
the movement has awakened the nation to the full extent of
the destruction of its workforce under the ongoing labor de-
regulation, begun under the Mitterrand regime. Several re-
ports have been published recently, including one by the na-
tional Economic Planning Commission, which cost its
chairman, Henri Guaino, his job. According to this report,
real unemployment is higher than 5 million people, far beyond
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the official 3.2 million (12.5% of the workforce). To the offi-
cial figures, the report adds unemployed workers undergoing
training, those who take early retirement, discouraged work-
ers who have abandoned all attempts to get a job, those who
want to work but who cannot do so under present circum-
stances, as well as those working only part-time. The report
also addresses the impact on whole families where one, two,
or even more members might be hitby the problem. Following
this criterion, more than 8 million people — that is, one-third
of the French workforce —have been hit by unemployment
and its consequent marginalization.

An IFOP poll published on the front page by the daily
Libération on Jan. 19, shows that 70% of the French popula-
tion sympathize with the unemployed movement: Some 78%
of respondents have or have had a jobless member in their
family; 38% have been unemployed themselves; and 33%
fear they will soon lose their jobs. Le Nouvel Observateur for
the week of Jan. 19 published a cover story on the “kangaroo
generation,” referring to those in their 30s who still live with
their parents because they cannot afford to rent their own
apartments.

Facing general downgrading of skills and increased pov-
erty, the unemployed are only claiming their due: an immedi-
ate $250 rise in the “minimum social assistance” to the very
poor. This minimum includes five categories of aid, including
the RMI, assistance of about $500 a month for childless mar-
ried couples between the ages of 25 and 55, and a minimum
compensation for the elderly and handicapped. The unem-
ployed are demanding that the RMI be extended to those aged
between 18 and 25, as well as a one-time payment of $500 for
emergency aid.

The unemployed movement has put tremendous pressure
on Jospin’s Socialist government, which is more concerned
with scrambling to meet the Maastricht criteria, than address-
ing rising impoverishment of France’s workforce. The social
pressure is all the greater, in that it threatens to break up Jos-
pin’s “plural majority” coalition government. Tremendous
discontent in the ranks of the Communist Party (PCF), the
Green Party, and Jean-Pierre Chevenement’s MDC, has
pushed those parties to support and even encourage the unem-
ployed fight. This is particularly the case with the Communist
Party and the CGT union, traditionally close to the PCF, which
are among the backbones of the unemployed mobilization.

Further, the government fears that this ferment will again
turn against the Maastricht Treaty and all its institutions. The
very parties supporting the unemployed all strongly opposed
Maastricht Europe, and if the unemployed and anti-Maas-
tricht fights link up, the result could become explosive. On
Jan. 18, one day after a national action day called by the
unemployed, the PCF organized a demonstration in Paris call-
ing for a referendum on the Amsterdam Treaty —a document
appended to the Maastricht Treaty, which will determine fur-
ther concessions of national sovereignty by European mem-
bers —drew 10,000 people.
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Report from Bonn by Rainer Apel

State intervention for new jobs

The Social Democrats are proposing a program of state-

guaranteed loans to create jobs.

The government of Chancellor Hel-
mut Kohl has publicly capitulated be-
fore the economic depression. Kohl
did so during the first days of the new
year, when he finally admitted that he
does not know how to create new jobs.
He thereby made official what his Eco-
nomics Minister, Giinter Rexrodt, said
in an unauthorized interview several
weeks ago, when forecasting a record
jobless rate of 5 million this winter.
The figure, the highest since the Great
Depression, will be reached in Feb-
ruary.

About 60% of voters, who will go
to the polls in September national elec-
tions, consider the present government
to be running after events that are cre-
ated by the “markets,” by the powerful
interests of cartels of financial specu-
lators. It is likely, therefore, that a new
government, led by the opposition So-
cial Democrats (SPD), will come in
after the elections — either in combina-
tion with the ecologist Green party, or
in a Grand Coalition with the Christian
Democrats (CDU), but without cur-
rent CDU party chairman Kohl.

Canthe SPD meet the expectations
of the citizens who want investments
and new jobs? Will it liberate itself
from the cage of ecologist designs, and
formulate strategies for the mass cre-
ation of industrial jobs? Will it drop
the monetarist banking policies of the
present government?

By far the best that the SPD has
offered so far, is a resolution that was
passed at a conference of the Bavarian
state section of the party, in Irsee, on
Jan. 12, which calls for the revitaliza-
tion of the 1967 Law on Stability and
Growth. The “stability law” was
passed by the first Grand Coalition

government, which replaced a dis-
credited Christian-Liberal govern-
ment at the end of 1966, at the depth
of the first big postwar recession in
Germany, which killed 400,000 jobs.

That law postulated a “quadran-
gle” of four economic priorities,
which replaced the narrow, monetarist
approach of the former government.
The priorities were: a high level of
employment; foreign economic and
trade balance; appropriate economic
growth; and price stability.

These are principles belonging to
classical national-economic theory,
but it was necessary to restate them,
and most important, to reaffirm the
sovereignty of the state, in the sphere
of economics and credit-issuing poli-
cies, in the recession context of the
mid-1960s. The law also authorized
the government to borrow funds out-
side of the regular budget, for public
infrastructure and other development
projects. The emphasis was on real
economic incentives, in order to revi-
talize employment. Temporary tax in-
creases were authorized. The law fur-
thermore authorized the government
to decree that public sector loans
should flow only into such real proj-
ects, with all other expenses ranking
second. And, changes in the law on the
role of the central bank were envi-
sioned.

The stability law went into effect
at that time, and it created jobs. But,
when the economy came out of the re-
cession, during 1970-72, the provis-
ions of the law were rapidly forgotten,
and from the time the oil price shock
hit the economy beginning in late
1973, governments have run behind
events, unable to increase jobs or se-

cure constant flows of investment into
industry or public infrastructure. From
October 1982 on, when Kohl took
power, the Christian-Liberal govern-
ments that have run Germany have
preferred not to take notice of the sta-
bility law, which they defamed as “so-
cialist.”

Had Kohl made use of that law, he
and the economy would not be in such
deep trouble today. He would have
been able to at least alleviate the ef-
fects of globalization and downsizing.
Thus, the fact that the Social Demo-
crats, who authored the 1967 law, have
begun to work for its revitalization, is
most welcome.

The Irsee resolution of the SPD,
which has also received backing from
the national party executive, is calling
for 1) a national program for no-inter-
est, or low-interest loans for projects
of public infrastructure development
(transport, municipal and other infra-
structure), and 2) a European equiva-
lent: a revitalization of the 1993 “De-
lors Plan.”

As for the first, the program shall
be in the range of DM 35 billion (about
$20 billion) per year (1% of GDP) for
at least two years, of special state-is-
sued loans for such projects. The pro-
gram would run through the Recon-
struction Bank, and be refunded from
tax flows from the projects, once they
produce surpluses after a two-year
grace period.

Because the jobless figure today is
close to 5 million (more than ten times
as high as in 1967), the stability law
will have to be updated, to meet the
requirements of 1998. Legislative ini-
tiatives are being prepared by the SPD.

As for the second, the SPD pro-
poses that the European Investment
Bank of the European Union, which is
comparable to the Reconstruction
Bank of Germany, issue loans at low
or no interest, for similar, additional
all-European infrastructure projects.
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From New Delhi By ramtanu Maitra

Bangladesh sets the ball rolling

The Dhaka summit has raised fresh hopes that India, Pakistan,
and Bangladesh may cooperate effectively.

The summit of heads of state of
Bangladesh, India, and Pakistan, held
in Dhaka, Bangladesh, on Jan. 15-16,
was a personal triumph for Bangla-
deshi Prime Minister Sheikh Hasina
Wazed. Her success in hosting the
summit under trying circumstances
has not only demonstrated Bangla-
desh’s coming of age as one of the
policymakers on the subcontinent, but
has also put forward Sheikh Hasina
Wazed as the only South Asian leader
with far-sighted vision.

The summit, billed as a business
summit, covered vast amounts of new
ground. To begin with, India, Paki-
stan, and Bangladesh reaffirmed their
goal to set up tariff-free trade in South
Asiaby the year 2001. The importance
of building a modern transport net-
work, one that could promote intra-re-
gional trade, and link the subcontinent
with the East and the West, was also a
major topic of discussion.

Also, Indian Prime Minister 1.K.
Gujral and Pakistani Prime Minister
Mian Nawaz Sharif have cleared the
path for resuming bilateral talks to re-
solve the existing conflicts between
the two nations. As a gesture, Prime
Minister Gujral has offered to double
the number of freight trains to Pakistan
a month from 10-15 at present, to one
every day. Responding to Gujral’s of-
fer, Prime Minister Nawaz Sharif said:
“Mr. Gujral suggested one train a day.
Why not two to three trains a day from
India to Pakistan and vice versa?”

Gujral’s offer and Nawaz Sharif’s
response encapsulates the growing de-
mand within each country to enhance
trade with its neighbor. It is evident

that while trade normalization will
help to ease tensions between India
and Pakistan, it is the resolution of ter-
ritorial conflicts that would further
long-term cooperation and real eco-
nomic development on the subconti-
nent. In this context, views expressed
by Pakistani Chief of Naval Staff
Adm. Fasih Bokhari, in a recent inter-
view with the Defense Journal, a stra-
tegic publication based in Islamabad,
are a clear indication.

“In the long-term, I would be the
first to say that Pakistan must integrate
its economy with the other countries
in the region. There is no reason why
we should remain isolated from the
economic development of this region,
that includes India. I would like to see
India and Iran trading across our soil;
Central Asia and India trading across
our soil, because that is a part of inte-
gration into the region which gives our
neighbors a stake in our security,”
wrote Admiral Bokhari.

While Admiral Bokhari’s state-
ment indicates a growing lobby at a
very high level, yearning for closer
economic and social ties and the estab-
lishment of security interdependence
between two neighboring countries,
what is perhaps of equal importance is
the emergence of Bangladesh as a key
director of future developments in
South Asia.

The summit was scheduled for
Nov. 23, 1997, but was postponed at
the request of the Pakistani Prime
Minister. At the time, the governments
in both New Delhi and Islamabad
seemed shaky and vulnerable. Al-
though the government of Prime Min-

ister Nawaz Sharif has become mar-
ginally more stable now, India, which
will elect a new government in early
March,is now run by alame-duck gov-
ernment headed by Prime Minister
Gujral. In addition, both the Indian and
Pakistani economies are in dire straits.
Besieged by domestic and economic
problems, neither Gujral nor Nawaz
Sharif has been keen to initiate fresh
moves. It is entirely to Sheikh Hasina
Wazed’s credit that the summit took
place.Itis also important that the sum-
mit could promise fresh hopes, at a
time when financial gloom and doom
has spread far and wide throughout
Asia.

The reason behind the Bangladesh
Prime Minister’s growing confidence
is the economic performance of her
country during the last two years. The
most important ingredient of which
centers around new findings of natural
gas in the coastal regions of Bangla-
desh. In recent years, British and
American companies, exploring for
oil and gas, have estimated that gas
reserves in Bangladesh are close to
120 trillion cubic feet, indicating a
twelve-fold increase in estimated re-
serves over the years. Foreign invest-
ments to the tune of $200 million have
been made in the oil and gas sector in
the first six months of 1997. And, the
U.S. Ambassador to Bangladesh, John
Holtzman, estimates that the Ameri-
can investment in Bangladesh could
rise to $1 billion in the next three years.

The gas findings and growing for-
eign direct investments have opened
up doors for industrial and infrastruc-
tural development in Bangladesh.
Prime Minister Hasina Wazed has
made it clear that unless the other two
major countries in the subcontinent
participate effectively in the transna-
tional infrastructure and energy devel-
opmental plans, the true potential of
Bangladesh’s development can never
be fully realized.
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Business Briefs

Health

HIV-AIDS epidemic
worsening worldwide

A report released in late November 1997 by
the Joint UN Program on HIV-AIDS shows
that the epidemic of the human immuno-de-
ficiency virus (HIV), which causes AIDS, is
far worse than previously thought. The re-
port estimates that the epidemic is spreading
at a rate of 16,000 new infections each day,
arate also higher than previously thought. As
stated by Dr. Peter Piot, executive director of
UNAIDS, on Dec. 1, “We are now realizing
that rates of HIV transmission have been
grossly underestimated, particularly in sub-
Saharan Africa.”

The most severely hit areas include sub-
Saharan Africa, Southeast Asia, and Ibero-
America and the Caribbean. According to
the report,an estimated 30 million adults and
children are now infected with the HIV virus,
and, in most countries, the majority of new
infections are occurring among people be-
tween the ages of 15 and 24. In addition to
devastating families, the epidemic is also
taking a huge economic toll in some devel-
oping countries, striking many people who
are of working age.

In a message delivered on Dec. 1, the
UN’s World AIDS Day, James Gustave
Speth, the administrator of the UN Develop-
ment Program, presented shocking evalua-
tions concerning the HIV epidemic:

The U.S. Bureau of the Census estimates
that by the year 2010, if the spread of HIV
is not contained, AIDS may increase infant
mortality by as much as 75% and increase
mortality among children under five by more
than 100% in those regions most affected by
the epidemic.

In sub-Saharan Africa, where children
under 15 constitute 50% of the population,
itis estimated that by mid-1996, some 9 mil-
lion children had already lost their mothers
to HIV-AIDS. In Uganda alone, 1.3 million
children have lost at least one parent to HIV-
AIDS, and this figure is thought to increase
by 50,000 each year. In Zimbabwe, it is esti-
mated, that by the end of 1996, approxi-
mately 8% of children under 15 had lost their
mothers to HIV-AIDS, while in Zambia, ap-
proximately 20% of children under 18 are
likely to be without one or both of the parents

10  Economics

by the year 2000. Similar estimates are re-
ported from other countries.

According to the estimate, most of the
nearly 3 million children under 15 who have
been infected since the beginning of the epi-
demic, have developed HIV-related ill-
nesses, the majority of whom have already
died. Of the estimated 1 million children
who are currently living with HIV, more
than 90% live in developing countries.

Petroleum

Kazakstan signs deal
with Indonesian firm

The Central Asian republic of Kazakstan has
signed a $4.1 billion deal with Mangistau-
munaigaz, which is partly owned by Indone-
sia, to develop oil and gas fields in western
Kazakstan.“This is probably the largest con-
tract in Kazakstan in terms of attracting in-
vestments,” said Rashid Sarsenov, chairman
of Central Asia Petroleum. CAP, which is
a subsidiary of Indonesia’s Medco, bought
60% of Mangistaumunaigaz in 1997, ac-
cording to the Teheran Times onJan. 13.The
joint venture will be the second-largest oil
producer in Kazakstan, after Tengiszchev-
roil.

CAP will provide $4.1 billion in invest-
ments for the first 20 years of a 31-year con-
tract. The first $2 billion will be due in the
coming five years. Sarsenov is quoted by the
Teheran Times saying that Mangistaumu-
naigaz, which currently sells 70% of its oil
domestically, plans to increase its exports.

Corporate Strategy

Hoechst cuts one-third
of research employment

The German unit of Hoechst Marion Rous-
sel announced on Jan. 14 that it will elimi-
nate 600 out of its 1,800 pharmaceutical
research workforce, located in Bad Soden.
The international management of the com-
pany has decided to start a “global cost-
cutting drive,” i.e., part of an insane trend

away from production.

The logic behind the decision was ex-
plained in a Deutschlandfunk radio report:
Eager to increase the company’s stock value
and dividends, the management first decided
to cut costs. After comparing its cost struc-
ture with that of other big pharmaceutical
producers in the world, the management dis-
covered that it had unusually high expendi-
tures in the research and development sector,
compared to other companies. Therefore,
the R&D capacities will be drastically
slashed.

The factory council of the firm has said
that it will fight the decision.

Central Asia

Russia steps up economic,
diplomatic efforts

Russian Prime Minister Viktor Chernomyr-
din visited Ashgabat, Turkmenistan on Jan.
13, along with officials from the Russian en-
ergy firm Gazprom, to discuss prospects for
Russia’s cooperation with the Central Asian
republics in fuel extraction and transit. On
Jan. 14, Chernomyrdin visited Dushanbe,
Tajikistan. The trip followed the Ashgabat
summit of Central Asian leaders, and pre-
ceded a Commonwealth of Independent
States summit which began on Jan. 20.

RIA Novosti reported from Ashgabat
that Chernomyrdin favorably assessed his
talks there as confirming “the commitment
of both countries to the deepening of friendly
and mutually advantageous relations.” The
dispatch cited Russian sources, that Russia
will take part in development of Turkmeni-
stan’s transport system, and that the two
countries “intend to launch an international
consortium with the aim of developing
north-south transport links.” One project
would be a railroad from Astrakhan to Turk-
menbashi to Kyzylatrek, connecting to the
Iranian rail network, with ferry service
across the Caspian Sea between Astrakhan
and Turkmenbashi.

Following talks with Chernomyrdin on
Jan. 13, Turkmen President Saparmurat Ni-
yazov told reporters that Russia wanted to
participate in the $1.6 billion pipeline project
which will pump gas from Turkmenistan
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through Iran to Turkey and Europe. Niyazov
said, “Russia will take partin the gas pipeline
via Iran to Turkey. There are no problems
... because the market can absorb both the
Russian and Turkmen potential.” Niyazov
said that Russia had also confirmed that it
will take part in the 1,464-km pipeline to Pa-
kistan. Gazprom already has a share in the
proposed pipeline from Turkmenistan
through Afghanistan to Pakistan.

The Turkmenistan-Iran-Turkey gas
pipeline is expected to run from fields in
western Turkmenistan (Satlyk), southwards,
toward Teheran, to Tabriz, and into Turkey.
Satlyk has an estimated 450 billion cubic
meters of gas reserves.

Economic Policy

Kaufman, Delors seek
new Bretton Woods

Fruits of Speculation,” French Socialist Jac-
ques Delors wrote that the Asia crisis “could
reverse or at least halt growth” in the rest of
the world, and attacked those “flatterers”
who have “praised the merits and affirmed
the ineluctable character of globalization, of
laissez faire, laissez passer.”

“Everything must start with the neces-
sary distinction between the financial bubble
on the one hand, and the real economy on the
other,” Delors wrote. “One must now pose
the taboo question: What if the markets and
the Invisible Hand didn’tlead to the best pos-
sible worlds? What if the increasing inde-
pendence of economies needed new instru-
ments of regulation to remedy the myopia
and inadequacies of the markets? In other
words, don’t we need a New Bretton
Woods?”

Trade

Henry Kaufman, one of Wall Street’s most
respected economists, warned about the
depth of the Asian financial crisis and said
that a new Bretton Woods agreement is ur-
gently needed, in an address to the Japan So-
ciety of Canada on Jan. 13, according to
wire reports.

Kaufman, president of Henry Kaufman
& Co., Inc., said that “there is unfortunately
no alternative to a huge bailout to contain the
Asian financial crisis. . . . Too much politi-
cally and economically is at stake.” He said
that in the short run, unless a successful
Asian bailoutcan be putin place, “itis highly
likely that the Japanese financial system
would come under renewed scrutiny. If so,
there is arisk of a credit rupture of such mon-
umental proportions as to shake the very
foundations of the world’s financial
markets.”

Kaufman said that the International
Monetary Fund and the World Bank, as now
constituted, cannot effectively meet the
challenges of rapidly changing global mar-
kets, and are, at best, awkward financial
firefighters. He said that another Bretton
Woods-type agreement, which would either
substantially overhaul the existing institu-
tions or put new ones in place, is urgently
needed.

In an op-ed in the Jan. 15-21 issue of Le
Nouvel Observateur entitled “The Bitter
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Azerbaijan will
export via Iran

The State Oil Company of the Azerbaijan
Republic (SOCAR) has decided to transport
its oil through Iran, the Iranian daily Ettel-
a’at reported on Jan. 16. SOCAR President
Natik Alieyev told the Iranian News
Agency, according to the paper, “that Azer-
baijan intends to export its oil to the interna-
tional markest via Iran.” If the news is con-
firmed, it will signal a positive shift in Iran-
Azerbaijan relations, which had soured as a
result of Azerbaijan’s separate deals with in-
ternational, primarily British, oil multina-
tionals, for export of Caspian Sea oil.

Ettel’at also reported that Azerbaijan
“has exported a total of 1 million tons of oil
products to Iran during 1994-96,” and that
“gas oil and kerosene are Azerbaijan’s major
exports to Iran.” About “8,000 tons of gas oil
has been exported to Iran annually,” it said.

The two countries have been cooperating
on the Shakh Deniz oil field, where Iran
holds a 10% stake. They are also cooperating
on development of Lenkoran Deniz and Ta-
lyash Deniz oil fields. Further, “Iran is drill-
ing two wells in the Caspian Sea for Azerbai-
jan, and has rented a drilling unit from Baku
to carry outdrilling operations in its own side
of the Caspian Sea.”

Briefly

AUSTRALIA suffered some 2,900
deaths in 1997 as a result of work-
place accidents or occupational dis-
eases, one-third more than died in
highway accidents, Opposition Min-
ister for Industrial Relations Bob Mc-
Mullan has revealed. He blamed the
anti-union Workplace Relations Act,
authored by Rio Tinto executive
Mike Angwin and passed in Decem-
ber 1996, which has cut funding to
health and safety.

JAPAN’S TItochu Corp. will sign a
$300-million contract to build an oil
refinery at the Black Sea port of
Supsa, according to Georgian Inter-
national Oil Co. president Giorgi
Chanturia. The refinery will be close
to the terminal of the Baku-Supsa
pipeline, and will have an annual ca-
pacity of 3 million metric tons.

INDIA and Russia have finalized a
key agreement paving the way for
Russian help in the construction of
the 2,000 megawatt Kudankulam
Atomic Power Plant in Tamil Nadu,
The Hindu reported on Jan. 14.

THE GENOCIDE LOBBY ex-
ulted about the “astonishing declines
in fertility around the world,” re-
ported in the Jan. 12 London Indepen-
dent. “Almost half of humanity now
lives in countries where population
growth is set to end over the next few
decades. In many, it may even be re-
placed by a decline,” the paper said.

THE CHINESE Academy of So-
cial Sciences “has decided to make
preventing financial crises one of its
major research goals,” Xinhua quoted
aspeaker as saying at its annual meet-
ing onJan. 14. “The financial crisis in
Southeast Asia and in Japan and the
Republic of Korea has caused con-
cern in the Chinese government,”
Xinhua said.

GERMANY lost 463,000 jobs in
1997, including 400,000 in industry
and 188,000 in eastern Germany, ac-
cording to figures published by the
Federal Statistical Office. Since 1991,
industrial employment has fallen
from 14.5 million to 11.5 million.
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Building world
leadership in
a time of crisis

by Nancy Spannaus

Meeting on Martin Luther King Day weekend near Washington, D.C., approxi-
mately 1,000 members and supporters of the LaRouche movement heard renowned
economist Lyndon LaRouche lay down the challenge of leadership in the current
moment of international crisis. That challenge requires that individuals stand up
for the principles of an economics based on man’s nature as being made in the
image of God, and that they wage effective political battle against the financier
oligarchy that is now bringing the world rapidly toward a New Dark Age.

The conference, held under the auspices of the Schiller Institute and
LaRouche’s philosophical organization, the International Caucus of Labor Com-
mittees (ICLC), featured the question of economics in its broadest sense. As
LaRouche emphasized,economics is a question of the relationship of man to nature,
and thus subsumes the question of education and culture. Classical culture itself
was part of the two-day public conference program, including a choral performance
of a section of Mozart’s Requiem, and Classically performed Negro spirituals, sung
by noted professionals William Warfield and George Shirley.

The LaRouche movement has the unique potential for providing the leadership
required at this time, and this fact is being recognized internationally. LaRouche’s
1994 forecast of inevitable financial disintegration, unless certain specific reorgani-
zations were carried out, has been borne out with a vengeance for those who know
anything about what the so-called “Asian crisis” represents. More specifically,
LaRouche’s forecast last year of the impending collapse of the Asian “Tigers,” at
a time when financial analysts were still hyping their future, and his forecast of the
financial storms scheduled to hit in October 1997, led to a dramatic increase in his
credibility. While this is most public in Ibero-America and Russia, the financial
and political elite internationally —including in the United States—know that
LaRouche has been right about the systemic nature of the crisis.

But, can LaRouche overcome the tremendous campaign of vilification waged
against him, in order to wield the influence over U.S. government policy which
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An enthusiastic response from “Americans who think,” at the Martin
Luther King Day conference of the Schiller Institute and ICLC. Inset:

Lyndon H. LaRouche, Jr. addresses the conference, Jan. 17.

is required?

LaRouche addressed that question in two ways. First, he
noted,one must recognize what the problem actually is. Presi-
dent Clinton, himself under mortal threat by the British fi-
nancial oligarchy, is a true representative of the Baby-Boomer
generation, which has an ideological commitment to consen-
sus, pragmatism, and hedonism. People of the Baby-Boomer
generation were trained by their parents not to tell the truth,
when they deem it disadvantageous to do so, and Clinton has
followed this outlook precisely. Thus, he knows that the world
financial system is on the brink of collapse, but he says that
we have the best economy in a generation.

This is clearly wrong for Clinton to do—but it doesn’t
make him any worse than his peers. His problem is that he
too faithfully represents the popular culture of the United
States, and his generation, around the world.

Therefore, what is required by the “top one percent” of
the American population, which are in the process of being
organized into the LaRouche movement, is to assail and de-
stroy the axioms of Baby Boomerism, and stand up for truth-
fulness as a principle in all fields. This will position them to
be the leadership in the midst of the coming economic and
political convulsions.

The second message LaRouche had about the potential
for success, was that people could expect that, within the
first quarter of 1998, the crisis would reach such dramatic
proportions that the American population would be begging
for leadership. Right now, Americans are taking solace in the
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continued, if increasingly volatile, high levels of the financial
markets. Americans are clinging to “money,” even as vast
amounts of money are being wiped out globally by the finan-
cial collapse centered in Asia. In effect, they are entranced by
virtual reality — and that reality is on the edge of disappearing
in the financial storms on the immediate horizon.

The LaRouche movement must expand rapidly, in num-
bers and capability of representing the ideas required to solve
the crisis, LaRouche emphasized. The extensive question-
and-answer periods he held with the audience, as well as
the panel presentations with Schiller Institute founder Helga
Zepp LaRouche, African Civil Rights Movement founder
Godfrey Binaisa, and members of the EIR staff, were geared
to providing the pedagogical tools that would allow this
growth to occur.

The conclusion to LaRouche’s opening presentation also
makes a good introduction:

“We are about to be hit. If you think things are scary now,
come back in about four weeks, about four weeks from now,
and then tell me how scary it’s become. The American people
are going to get down on their knees, in sheer terror, at what’s
about to hit them, what’s about to threaten them. Everything
they think is secure is going to suddenly become, obviously,
very insecure. All the ideas that they thought they knew and
were true, will be thrown into discredit. All mainstream think-
ing will become frightening, because it’s disgusting and impo-
tent. In such a time, the firm, quiet voice of someone among
them who thinks,can be heard. And that’s what we have todo.”
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How the top one percent
of American citizens think

by Lyndon H. LaRouche, Jr.

The following is the keynote speech to the conference of the
Schiller Institute and International Caucus of Labor Commit-
tees, in Alexandria, Virginia on Jan. 17.

This will be, in content, an unusual two days. We will address
subjects which have not been addressed before in any audi-
ence, not only in the United States. And, we will come to, I
believe, an understanding of why we’re here, and what the
problem is that must be addressed.

Most of you were alive when President Kennedy was shot.
Most of you were alive when Martin Luther King was shot,
at a time when others were shot: a time of great trouble, and
sorrow, and anxiety for this nation. And, among all the ques-
tions asked, and all the statements made, one prevailed:
Where are we going? What does this mean? And now, about
thirty years later, after the shooting of Martin, we find out
what it did mean: It means Hell.

During the past nine months, approximately, there has
been an unleashing around the world (concentrated in Asia,
but it’s around the world), of a process of disintegration of
the existing world financial and monetary system. You think
it’s been bad so far? In the coming weeks, itis going to become
worse. We are now at the point that entire nations, as politi-
cal-geographic entities, are in the process of disintegrating
and vanishing from this planet. The nation of Indonesia is on
the verge of disintegration. Brazil ,the largest country in South
America, is on the edge of disintegration. Another nation in
South America, Colombia, is already disintegrating. And, in
the coming weeks, many of you will find it not an exaggeration
to say, that the United States itself is faced with disintegration.

Look about us. Don’t take one event at a time and try to
explain it. Look at the process. What is happening to the
government of the United States? The government of the
United States and the leading political parties are degenerat-
ing and disintegrating. What is being done to Clinton, Presi-
dent Clinton, is something that has never been done to this
government before. This is not Clinton: this is the institution
of the Presidency, which is being destroyed. The Republican
Party is ready to split. It’s disintegrating, it’s decaying, it’s
rotting. The Democratic Party is rotting from the head, from
the top down. There still are people in the Democratic Party
who are the activists, who are traditional Democrats, the kind
of Democrats you would tend to associate with the name
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Kennedy; but what is running the party, as in the Common-
wealth of Virginia, from the top down, is a strange new thing.
And if this thing continues to prevail, the Democratic Party
will be disintegrating this year and next.

We are on the edge of the greatest financial collapse
known in the history of European civilization since the Four-
teenth Century, what was called the New Dark Age, part of a
process in which approximately half the population of Europe
was wiped out through disease and famine, and various kinds
of insanity. The culmination of that, then, as today, was a
collapse of the financial, banking system, the so-called Lom-
bard banking system. During that period, half of the munici-
palities, the parishes of Europe, vanished. One-third of the
population of Europe, in a fairly short period of time, vanished
of disease, and famine, and strife. We are on the verge of such
things, not only in Asia, not only in South America, but here
in the United States itself. Not some time in the next century,
but this year.

Now, it is not inevitable, because we are not animals.
At least, we shouldn’t behave like animals (apologies to my
wife’s dogs); we are human beings, and we have the power
to change our destiny. So, the question before us, is: Are we
capable of changing our destiny? Do we have the wisdom, or
can we acquire the wisdom to do so, and can we find the will
to abandon the ways which have led us to this catastrophe?

Many people will try to find “who is to blame” for what
happened to us in the past thirty years. The conditions of life
of the average person in the United States are far worse than
they were thirty years ago. Freedom is a joke. There is no
justice in the United States. Look at the records, the court
records of the criminal justice system: even the guilty can’t
get an honest conviction! There is no justice. Our Department
of Justice Criminal Division is a nest of outright racism, pure
and simple racism, which hasn’t been cleaned up yet. More
indictments. Young is no hero of ours, this State Senator from
Maryland; but, what was done to him was a racist act by a
racist press,and aracist State Senate. This prevails throughout
the country. The bad and the good are equally victims of
racism, poverty, deprivation, injustice. This society is not the
one we used to know when I came back from World War II.
This is not the society that fought World War II. This is not
the society of the World War II veterans. This is something
else! This is not the United States of President Kennedys; this
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is something else. We are degenerate.

This reminds me of the words of Cotton Mather, back
in the beginning of the Eighteenth Century, speaking of the
effects in the Massachusetts Bay Colony of that tyrant, called
William of Orange, one of the worst mass-murderers in his-
tory, who foisted himself upon the English throne. The Com-
monwealth of Massachusetts, which had been one of the out-
posts of civilization internationally, was suddenly crushed.
And many of the people of Massachusetts, who had repre-
sented this outpost of civilization worldwide, were not only
crushed, but degraded and depraved. And Cotton Mather said,
“We have shrunk, we are shrunk until we’ve become almost
nothing.”

Look at our school system. Think back to the educational
system, bad as it was, full of Dewey-eyed teachers as it was,
back in the World War II generation, or back in Kennedy’s
generation. There was something to go to in a school, then.
You didn’t have support groups, you didn’t have OBE, you
didn’t have dope turning children into stupid creatures, Ri-
talin-addicted. You didn’t have education that was worthless,
then. We had a bad condition; we had a lot of room for im-
provement, a lot of shortcomings. But we had something.
Now, we are almost nothing.

Formerly, we had a policy of pensions, we had a policy
of Social Security; today, we have a policy of killing the Social
Security recipients, of killing people who are over 65,because
they are “no longer useful.” Finding ways to hasten their
deaths, depriving them of medical care, depriving them of
things they need to live on. These are things that have hap-
pened during the past thirty-odd years. We are a civilization
destroying itself.

And this destruction is not by a few mis-leaders at the top.
What is destroying us, is what the overwhelming majority
of the American people, of all strata, believe. We are being
destroyed like Sodom and Gomorrah, and we have a descen-
dant of Mrs. Lot in the Senate, leading us there.

So, the problem is, we must find the error in ourselves,
not as guilty individuals, but as persons who participate in a
culture which has lost the moral fitness to survive. As a by-
product of that cultural degeneration, that moral degenera-
tion, which has gripped this nation during a period of more
than thirty years, we are now in the greatest financial, and
monetary, and economic collapse this planet has ever known
in allknown history, in all archaeological relics of pre-history.

Because economics is not, “economics’’: Economics is
man’s relationship to nature, man’s relationship to the uni-
verse, per capita. It’s the ability of the individual to survive;
it is longevity; it is cultural conditions of life; it is science; it
is Classical art, that ennobles the spirit. This is what econom-
ics is. And we have taken that away. We are poorer, much
poorer, than we ever were before.

What we’ll do today, and tomorrow, and I’ll open it up,
is to present the concept. And then, in tomorrow’s session
on economics, in the afternoon, after Helga speaks in the
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morning, we’ll turn again to the question of economics, and
look more closely at some of the facts and figures which help
us to understand what we have done to ourselves.

Think of yourself as an angel

In order to do this, the first thing we have to do—and I’1l
just mention it now, but it will come up again, in the course
of what I have to say —is, we have to stop thinking of our-
selves as individuals with family responsibilities. What you
have to do, is think of yourself as an angel; not a family
member, but an angel. Because you were born, and you’re
going to die. You’ve got to think about that. Not about your
pleasure in life, not about the money in the bank, not about
the entertainment you receive, not about the neighborhood
you live in; but you’ve got to think about the coming and
going of your personal life, because you’re coming into a
period of time when that’s all that really counts. Bank ac-
counts will be wiped out for most people. Savings will be
wiped out. If you sit there, and wait, and try to fend off the
storms, and say, “What do I do with my money?,” or all
these kinds of things, there are no individual answers to these
questions. There is no safe place to run to, there is no place
to hide. The epidemics and the financial crisis will hit all.

We’ve got to change the situation. We've got to reverse
the trend. We’ve got to undo the direction in which things
were going for thirty years, and go back to something that is
not as bad, and go on from there to something that is better.
And we have to do it quick. We have to do it this year. We
have to do it in the weeks and months ahead. And I hope that
what I have to say now, will help to give you confidence in
the fact that it can be done. Once you understand the problem,
you can begin to understand the solution, and then you can
begin to see what can be done, and then you can see what an
angel might do to bring about these improved conditions.

What I mean by being an angel, is this: You’re born, right?
Well, did something happen before you were born? I mean,
perhaps you were sent here? Perhaps you were an angel. But
don’t look for wings, because nobody gave you any. You
don’t have any magical powers, you weren’t given any. You
were only given Reason, the power of Reason. You weren’t
told what your mission was. You were supposed to figure that
out when you got here. But what you’ve got to do, is you’ve
got to find your mission, like the Good Samaritan found his
mission; you’ve got to find the mission you’ve got to fulfill,
perform a miracle, figure out how to do it, succeed, and then,
when it comes time to pass on, people will say, “That was an
angel who was here at the time that angel was needed.”

In philosophical terms, this is called a world-historical
personality. If we are well-educated and well-cultured, we
embody, through the process of educational experience, the
reliving of the discovery of great ideas from the past. We
embody the greatest gifts, in terms of ideas that were given to
us, by previous generations. Thus, we are the living represen-
tatives of the ideas of the past, which are beneficial to man-
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kind. We are also the people who are responsible for creating
the conditions which are necessary for the well-being of com-
ing generations. We are an individual, like an angel, who
comes, who is born, who develops, who finds a mission, does
the mission, and we pass on. And you must find in that concept
of oneself as an angel, a sense of happiness. And I’ll get to
that in due course here today.

This economic system is doomed

The subject on which you want to focus, is twofold. Pri-
marily: What is wrong? What is wrong with the economy?
Why is the international financial system, monetary system,
and, implicitly, economic system, doomed to disintegrate, as
long as the present policies of the United States, the present
ways of thinking of the United States, and its government,
continue? It’s inevitable: This nation will go down to a pre-
science of doom, in the course of this year, if the U.S. govern-
ment continues its present way of thinking, during the coming
months. It’s inevitable.

Secondly: Why is this financial crisis not simply a crisis
like that of the 1929-1931 period, and the *30s? What’s the
difference? We’ve had crises before, we’ve had depressions.
And in modern European history, we’ve recovered from those
depressions, with recovery programs, such as those of Frank-
lin Roosevelt, which a good number of us have some experi-
ence with. It can be done, in a cyclical system. But, we’ve
come to a time when that can’t be done. The system in its
present form could never be revived. There are no lessons of
organizing arecovery fromthe Roosevelt period, which apply
to the present. None of those things that you might learn from
the history books, or schoolbooks, will do you any good, in
solving this problem.

Why? Why is this not a cyclical crisis, not a boom-bust,
boom-bust cyclical crisis? Why is this a terminal crisis? Why
is this not an orbit around the Sun, with winter succeeded
by summer, back to winter, and back to spring, and back to
summer? Why is this economic system a comet headed di-
rectly for destruction in the Sun? And, from understanding
the answers to these two questions, can we have an insight
into the solution to the problem?

Five crucial points

So, there are five areas to discover. First of all, this, like
the concluding session tomorrow afternoon, will be a peda-
gogical exercise. And we will, [ hope, in the question periods,
confine the discussions to the topics of the day, as we would
in a classroom. Because our object here is to take citizens
such as yourselves, who have highly varied knowledge, or
lack of knowledge, as the case may be, but who are here
because they are thinking citizens, at least by intent, who
would like to know some of the answers to these questions,
and would like to have an insight into the solution, and an
image of what could be done to save this civilization, and cure
it of its sickness. Therefore, the object is, by the time you
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leave tomorrow, or finish these sessions, that you have learned
concepts, as you presumably would, say, in a classroom:
learned the concepts which are the essential part of the an-
swers to the two questions I’ve posed; and, also, a concept of
what the answer is, in terms of the possibility of solution.

Therefore, for reasons which will become quickly clear,
I’ve organized my part of the presentation as follows. First of
all, the first thing I shall address, is what’s called an ontologi-
cal paradox. The ontological paradox is the difference be-
tween those who say that you measure an economy in terms
of money, or money prices, and those who say you measure
economies in something else. What is the difference between
those two kinds of things, and how is that expressed, and how
does that relate to what’s happened to the U.S. economy and
world economy in the past thirty years? That poses the
problem.

What’s the answer? The evidence suggests two actually
contrary meanings to this crisis, and once you have the prob-
lem so defined, then we can look at the answer.

First, what is the scientific approach to solve this paradox?
The difference between the hard-commodity economy, which
is based on things which are produced, things which are con-
sumed, such as infrastructure, transportation systems, manu-
facturing, agriculture, and so forth; what’s the difference be-
tween that, and money, an economy based on money? In other
words, what’s the difference between that, and an economy
in which you’re rich because you have a lot of money, but
you can’t eat, because you can’t buy anything?

Secondly, the scientific approach will define a problem,
including the most important problem for you to consider, the
one problem which is never addressed in any economics class.
What is the difference between an economy in which the
employees are people, and an economy in which the employ-
ees are apes? Why are they monkeying around with our econ-
omy? That is, what is the principle of a human being that
distinguishes the human being from an animal, which is the
most essential thing about an economy?

Thirdly, how can we measure that? How can we demon-
strate that?

Fourthly, what is the difference between a systemic crisis,
or the terminal crisis we’re in, and what was called a cyclical
crisis of the type which we experienced, say, back in the
1930s, with the 1930s depression?

And then finally, whatis the nature of the leadership which
is required? Given the poverty of our politicians, what kind
of leadership is required to get us out of this mess? Five points.
So, let’s proceed.

A paradox: the nature of the crisis

Let’s start with the Triple Curve, because we always do
that, don’t we (Figure 1)? As you’ll see at the end, there are
several different curves that you can construct of this type,
which will define different states of an economy. Again, go
through this: The bottom line describes physical things: infra-
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FIGURE 1
A typical collapse function
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structure, improvements in land, improved transportation sys-
tems, urban infrastructure: all of these things that are required
simply to make the land fertile for an economy, both urban
society, rural society, land area in general.

And, the product that goes with that: things we produce,
plus certain things which are not quite physical, in an ordinary
sense, but which are absolutely essential to a modern econ-
omy.One is education, another is health care. These things are
essential to maintain the population. And there are scientific
services; without these, you couldn’t have an economy func-
tion. Education, health care, and scientific services are as es-
sential as physical objects of consumption for an economy.

Other things you can get by without: You could do without
real estate brokers, you could do without mutual funds sales-
men, you could do without Hollywood actors, especially. You
could do without television programming; as a matter of fact,
you’d probably think better without it. All of these things,
you can do without. But, there are some things you can’t
do without and have a healthy economy. These things are
physical things that you require, that have to be produced, or
improvements in land area, and so forth, and things you re-
quire for household existence, and, also, health care, educa-
tion, and scientific services. That’s physical-economic
output.

And, if you take, on the left-hand side of the chart, if you
say that’s the year 1966, then this curve, the bottom curve,
represents, essentially, the rate of change in per-capita physi-
cal output over that period. That is, the change and rate of
change, which is always downward. We’ve been going down-
ward in per-capita physical output, net physical output, over
the past thirty-odd years.

The second curve, is monetary growth. This generally
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corresponds to what the economists and bankers call M3: an
expansion in the money supply, or the equivalent of money
supply.

Thirdly is financial aggregates.

So, this is a particular kind of economy, which is specific
to this period, 1966-1997, 1998, in which the economy oper-
ates on the basis of a shrinking of the per-capita real output, a
rapid increase, an accelerating increase in the money supply,
and a more rapidly accelerating increase in financial aggre-
gates, including pure gambling debts, like derivatives and
other things, which have no equity in them. They’re pure
gambling debts, is what these are.

And, this is the problem, that we’re into that kind of an
economy, and we’re on this side, on the right-hand side, we’re
at the point where these curves have become very steep. That
is, the rate of collapse in the physical economy is very steep.
The IMF is accelerating it, by the way. The monetary growth
is accelerating; the financial aggregates are accelerating.

We’re on the verge now, if things that I’ve proposed don’t
happen, we’re on the verge of one or two alternatives: Either
you have, coming out of Eurasia, a chain-reaction default of
nations, which means that the whole world goes into a col-
lapse, a sudden collapse, a very steep, sudden collapse, as a
result of the chain-reaction default.

Or, as is now happening with the IMF conditionalities, in
the attempt to postpone the inevitable, what do they do? They
do what the German government did at the end of 1921, when
they had French bayonets stuck in their rear end, and they had
a war reparations debt being demanded of them. And they
went to the printing press to generate money, to meet the war
reparations debt, because the French said, “Otherwise, we’ll
come over, and we’ll loot everything in Germany.” The result
of that, within 18 months, was the greatest hyperinflationary
explosion in modern times. That ended approximately in Sep-
tember. In October or November of 1923, at the end, at the fag-
end of this hyperinflationary collapse, General Ludendorffled
Adolf Hitler in the Beer Hall Putsch in Bavaria, the beginning
of Hitler’s rise to power.

That’s the kind of situation we’re dealing with. We’re on
the edge of coups throughout Asia and Southeast Asia, as a
result of IMF policy. In the meantime, the policy which the
United States government, including the Clinton administra-
tion presently, by default, is conducting, is a hyperinflationary
policy, which will blow up the value of money into nothing-
ness, quicker than John Glenn can get into space: through
a hyperinflationary bubble, through the attempt to maintain
financial aggregates by pumping in money fast enough to
keep the aggregates going, under so-called bailout tech-
niques, IMF bailout.

What does the IMF say? The IMF says: Cut your produc-
tion. Accelerate the cutting of per-capita output. Increase
greatly the monetary output, in order to cover, and prime
up, and pump up the financial aggregates, which are already
skyrocketing. That means that, whereas it took Germany 18
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FIGURE 2
U.S. merchandise trade as percent of global
dollar currency trading, 1956-70
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months for the German Reichsmark to disintegrate —that is,
they couldn’t print money fast enough to keep up with the
rate of inflation, and they just took notes on paper, and the
German Reichsmark was dead. And the only reason Germany
came out of this, was because the United States stepped in
with the so-called Dawes Plan, which took U.S. gold —the
U.S. was the only creditor nation in the world at that time —
and created a new Mark in Germany, which allowed the Ger-
man economy to stumble along through the 1920s. That took
18 months, for that process to unravel.

Under present conditions, we’re talking about a matter of
weeks, or months at most, if this policy continues. So, the
present policies of the U.S. government, and the majority of
the institutions, either by intent, or, in this case of the Clinton
administration, by default—by its refusal to consider what it
must do, it has bought into a hyperinflationary explosion of
the U.S. dollar. If that continues, either they try to stop it,
which causes a sudden default. Or, if they don’t stop it, it
causes a blowout within a period of weeks, or months at most,
globally, like the hyperinflationary explosion which occurred
in Germany over the period 1921 through 1923. So, that’s
what we’re up against.

So, let’s go on to some of these charts, to get beyond this.

Figure 2 explains itself. Take the total number of dollars
turned over in foreign trade, that is, import-export, or foreign
exchange turnover. Compare that with the imports and ex-
ports, against this dollar turnover. You see, essentially, from
1956, that 74 percent of the total foreign exchange turnover
of U.S. dollars was accounted for in terms of imports and
exports, so-called hard commodity turnover, which meant
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FIGURE 3
U.S. merchandise trade as percent of global
dollar currency trading, 1972-97
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you had a very strong dollar. Seventy-four percent of all dollar
and related foreign exchange obligations corresponded to im-
ports and exports. This continued at about that level until
1972.

What happened in 19727 In 1971, Nixon took the dollar
off gold, and set up a floating exchange rate system. We no
longer had a system of fixed parities. We now had —money
was loose, loose from all constraints and regulation. You had
a very rapid collapse, then, of the content of the dollar. You
see that it fell from approximately 70 to 75 percent, during
the entire period 1956 to 1970.In 1971, it begins to collapse.
By 1972, it’s fallen to 61.2 percent; then, by 1976, to less than
35 percent. In 1982, after the Volcker measures of 1979-82,
ithad fallen to 7.1 percent. By 1992, it had fallen to six-tenths
of a percent. Now, it’s less than half of a percent.

What is true of the U.S., is true of the world. This world
economy is no longer based on trade. It’s no longer based on
production and consumption of real goods: It’s based on hot
air, on financial speculation. And you see that reflected again,
in different terms, this way (Figures 3, 4). You take the con-
tent of the dollars traded, for every dollar of trade (Figure 5).
So you get the picture: You’re going from less than five dol-
lars, up to, actually, it’s about—it’s less than 70 cents per
dollar. It’s going up toward, now, $200 of foreign exchange
turnover, for every dollar’s worth of trade. So you see what
the nature of the problem is going to be.

This is Gross Domestic Product (Figure 6). Don’t trust
Gross Domestic Product, but it’s an interesting figure to use.
What’s happened? What is the percentile of the U.S. econ-
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FIGURE 4 FIGURE 5
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omy, of gross goods production, as a percentile of total GDP?

In 1959: 48 percent. Today: 35 percent. What’s happened? Figure 7: Same thing. This is the goods production por-
We’ve had a collapse in the content of the dollar. So, measur- tion of GDP. You see the lower line here is the goods produc-
ing, obviously, with dollars, doesn’t mean anything. There tion portion of Gross Domestic Product, as accounted, against
are other things you have to consider in this connection. total GDP. You see the relationship: about $2.50 in terms of
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FIGURE 8
Bushels of wheat
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FIGURE 9
GDP, by component: Goods-production vs.
finance, insurance, and real estate
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equivalent of goods production portion, climbing up to about
$8.00, in terms of total GDP —which means that your total
GDP is fake, which means that your dollar is worth a lot less,
that your wage income from production, your income from
production,is worth alot less in buying power, than the mone-
tary figures indicate. So it means the inflation is enormous.

For example, to maintain the income today of, say, a fam-
ily of four: Take a family of four living in Birmingham or
Pittsburgh, working in the steel industry in either of these
areas, back during the last half of the 1960s. That family, if,
say, the wage-earner, the principal wage-earner in the family
was about 40 years of age, this fellow was on his way to
assisting his children with a college education, at least assist-
ing them, maintaining some kind of a standard of living.

Take the same person from the same family household, at
whatever employment they have, in the same area, in the
Pittsburgh area or the Birmingham, Alabama area today.
What is the purchasing power of a single wage-earner in that
household of the same cultural level and same employment
skills today? As the fellow said when Clinton was bragging
about the number of new jobs that the United States had gener-
ated, he said, “Yeah, I’ve got three of them.” Because you
can’t get by on a single wage-earner’s income. It would cost
you, probably, to maintain what a skilled industrial opera-
tive’s standard of living would be in the late *60s, would
probably be about $75,000 a year today. How many people
do you know who have a $75,000 income, on a single-income-
earning-family basis today? So, that’s some of the things
those figures mean.
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It means that we are disintegrating, we’re degenerating.
Things are not better. There has been no growth in the U.S.
economy in the past 25 years. In point of fact, in each year of
the past 25 years, the U.S. economy, in physical terms per
capita, has shrunk by more than two percent per annum, each
of these years. That gives you an idea of what’s wrong.

Now, look at some of the other things going on, on the
finance and real estate. Or just wheat (Figure 8). Some of you
who come from the farm area know what this means. You see
that our production, in a world which is starved for food (and
wheat’s not the worst); in a world which is starved for food,
in which the United States used to be a primary food producer
from World War II on, we were the food producer for much
of the world. We kept the world alive, with U.S. food. Wheat
was only part of it. Many other things as well: beef, and
so forth.

We don’t do that any more. We still have grains. But, see
what’s happened to our grains production. Then you want to
look at something else: Look at what the farmer’s percent of
parity price for production of a bushel of grain is. And you
see, by looking at the income of the farmer, that we are de-
stroying the agricultural sector. If you go out to the farm belt,
you find that the farm belt is denuded. When people of my
generation retire from farming, the farm is closed down. The
next generation, if there is any, doesn’t farm. The land will
go fallow, or go into cheap kinds of mass production, and that
is part of the pattern.

The point here is: What happened (Figure 9)? Where is
the money going to, where is the money coming from, if it’s
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FIGURE 10
Hyperbolic growth of U.S. financial aggregate
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not coming through production? Well, it’s coming through
what? You take the goods production proportion of income
and output, as against financial and real estate income. For
example, interest rates, other kinds of financial income, real
estate profits on speculative real estate. That’s where the
money goes. That’s what s called production. Just an increase
in the cost of existence, in terms of additional finance and real
estate charges, on every portion of production. And so this
cost, which is nothing but a parasitical cost, with no useful
productive significance, is simply piled on as an extra charge,
and this is measured as output. It’s output from your pocket,
not output produced by the economy.

So, you get a picture of this, of what the U.S. financial
aggregate is (Figure 10). And you remember, this corres-
ponds to the chart we started with, which is the financial
aggregate growth. A hyperbolic growth, in terms of the
amount of financial assets and liabilities relative to anything
else, while, at the same time, real production is collapsing per
capita, and this is being fed by monetary expansion.

Figure 11: The same point, but just expressed in a differ-
ent way. Take the bottom line, goods production, GDP: This
is the absolute output of the economy in GDP— goods. Not
per capita; in per capita, this is actually falling. But look at
what’s happening to financial growth. This financial growth
is now, of course, demanding a yield, isn’t it? Every piece
of financial paper, every mutual fund, and everything else,
demands a yield. It demands a competitive yield. Where does
the competitive yield come from? What does finance pro-
duce? Did you ever see a dollar producing anything, say, on
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FIGURE 11
Financial aggregate's growth vs. growth of
goods-production GDP
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the sidewalk? It may produce lust, but it doesn’t produce
any goods.

So, where does the money come from to pay the yield,
these demanded yields on these “investments,” so-called? It
comes out of production. It comes out of taxes, which ulti-
mately come out of production. So that this is a parasite,
which John Hoefle referred to as a 300-pound flea on a 40-
pound dog, which is what’s happened to this economy.

Figure 12: The same thing. You get a picture: What is the
multiplier ratio of financial aggregate as a multiple of output?
Again, this has all got acharge to it. This is why you’re getting
poorer! You’re producing less per capita. Fewer people are
actually producing things. Generally, the productivity of peo-
ple engaged in producing things has dropped in per-capita
value. So fewer people are producing, but the bite on produc-
tionis increasing. That’s why your standard of living is deteri-
orating: because somebody has to pay to keep things like
Morgan, J.P. Morgan and Company, and people like that,
alive. Where do they get their money from? They don’t earn
it. They don’t produce anything. And that’s what’s killing us,
and that’s what’s happening.

And the same thing (Figure 13). This gives you some
indication of M3. You don’t have to bother with the details.
But there’s a primary money issue, then you have what is in
effect money, which is the M2, a reflection of that, and M3,
which is generally the thing you refer to, when you talk about
monetary aggregate in the economy. It’s what is called by the
Federal Reserve M3. When we talk about growth of money
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FIGURE 12
America's financial aggregate as multiple of
goods-production GDP
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FIGURE 14

Loot extracted by property titles of
U.S. financial aggregate
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supply or monetary aggregate, we’re talking about, gener-
ally, M3.

Figure 14: A friend of ours, Richard Freeman, uses this
type of language in titles. I suspect he may have done this:
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FIGURE 13
Money supply grows
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“Loot extracted by property titles of U.S. financial aggregate.”
“Lootr”’! You see, Richard is thinking about these pirates, like
Sir Henry Morgan, or Sir Francis Drake, who are coming in
with their caravels with their little cannon, who are going to
land by night, with their cutlasses and cut your throat, and
steal all your goods, and what not. Well, that’s what goes on
in Richard’s mind when he thinks about this. But, I must
admit, it’s a fair image. I didn’t try to censor that. I agree
with him, actually. But, that’s what’s happening. You see, the
leverage is the 2.5 ratio in this.

Figure 15: Again, I suspect Richard Freeman had a hand
in this: “Loot as percentage of real GDP.” What’s the tax on
GDP from loot, from pirates, Wall Street pirates, similar kinds
of pirates. That’s what’s happening to us.

Figure 16: Again, the same thing, a comparison of manu-
facturing, the line coming down, with the finance, insurance,
and real estate charges going up. So, the output is going down,
the requirement, in terms of financial charges, is going up.
The same thing all over again.

Now, this opens up our next subject.

Monetarist insanity

So, what you see, is that, when you and I were younger,
and I’m referring to those of you in the audience who are
my age, or approximately my age, we thought in terms of
production, we thought in terms of housing, we thought in
terms of food on the table, we thought in terms of things in
the household, we thought in terms of an education of the
children. We had an idea of what that meant. We thought in
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FIGURE 15
Loot extracted by property titles as percent
of goods-production/real GDP
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terms of an automobile. Simple things like that. We thought of
the costs of production, we thought about the manufacturing
plant where many people in town got a job, that sort of thing.
That’s the way it was.

So, when we thought about money, we assumed there was
a correlation between what was paid for the production of
something, and what you paid to buy it. Y ou knew there would
be a difference. You knew there was a profit involved, in most
cases. But you knew there was a correlation, so that, in those
days,we didn’t worry too much about the kinds of things we’re
talking about now, because the problem didn’t really exist
then, especially coming out of the Depression. There was a
relationship between physical production and the money
economy. If you put money in the bank, you assumed it was
going to buy something when you took it out of the bank.

Thatdoesn’thappen any more. You put money in the bank,
you lose money on it. You have less purchasing power when
you take it out of the bank, after all the interest has accumu-
lated, than you had when you put it in the bank. So, we’ve now
gotten into a system, internationally, where these things don’t
mean anything any more. It doesn’t make sense any more.

For example, take the case of South Korea. South Korea
was basically a producing economy. There was some specula-
tion; they had Baby Boomers in South Korea, as they did
in the United States. And, as we know, from having Baby
Boomers, and having friends who are Baby Boomers —we
even know a Baby Boomer or two—they tend to be crazy.
And it’s true in the ’68-ers around the world, and also in
Korea, or Japan. The young Japanese, who are now running
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FIGURE 16
GDP, by component: Manufacturing vs.
finance, insurance, and real estate
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the industry —I think of them as young, anyway —are luna-
tics,compared to their parents, who used to run Japan’s indus-
tries, who were manufacturing- and production-oriented,
things like that. And, they believe in money. They walk
around with their little calculators, and if you ask them for
a moral decision, they’ll put a financial formula into their
calculator, and give you a moral decision at the other end, or
something of that sort. It’s all based on yield.

So now, we find that there’s insanity. What happened in
Korea, is a perfect example. Here’s the won, the currency of
Korea, which we would think of, before the crisis broke out,
in terms of products which Americans buy, which are Korean-
made. You think of things like automobiles, copying ma-
chines, various kinds of things like that: objects. And you
paid a price for these objects. We presumed these objects in
Korea were competitively priced, relative to products of the
same type from Japan or places like that. And suddenly, be-
cause a bunch of speculators one morning said the won is
worth alot less than it was the day before, we are suddenly told
that Korea, a nation which was exporting more than enough to
cover the costs of its imports, is now no longer able to pay its
bills, or cover the costs of its imports.

That’s crazy: A bunch of guys in a gambling house in Las
Vegas sit up all night and they begin to bet on currencies, and
they come out in the morning and say, “We have reduced the
value of a currency at our betting table by 50 percent, there-
fore, the country’s got to pay twice as much, in terms of
foreign currency, to pay its bills.” It’s crazy. Why do we
allow a bunch of gamblers running the hedge funds, running a
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gambling market, a casino, offshore, to speculate in a national
currency, and come back to a country whose currency has
been valued the day before, largely in terms of the value of
the product it exports to the world market, the product which
it exports in order to get imports, and why do we say now it’s
worth half as much? How’d that happen?

Obviously, it isn’t worth half as much. But somebody has
enforced upon Korea the perception that the money markets,
the so-called “free markets,” or otherwise called “flea mar-
kets,” have been able to impose this change on Korea. Now
the Koreans, who are still producing products just as valuable
as they were last week, and the year before, suddenly find
that they can’t maintain their economy on the same level
of production.

What happens? Well, food prices zoom, skyrocket in Ko-
rea. As a result of the policies imposed by the International
Monetary Fund, and condoned by the United States govern-
ment, you’re going to get probably over one million unem-
ployed in South Korea. You’re going to get hunger as a result
of food shortages, and accelerating, zooming, skyrocketing
food prices.

Now, South Korea has been a military economy. That is,
you may recall, South Korea was conquered by Japan in the
1894-96 war, in which Japan broke with the United States,
which had been its ally up to that point, by starting a war
against China. And in the process of the war against China,
they stole Korea. And the Koreans didn’t much like that, and
they liked it less and less as time passed.

Then, in the infinite wisdom of the British, at the end of
the war, we divided Korea into a North and a South: North
Korea and South Korea. South Korea had been the food-
producing area, predominantly, and North Korea, which is
not necessarily an agricultural area, it’s a mountainous area,
had been the old industrial area, because of its proximity to
mineral resources, and because also of its proximity to the
great industrial region of China, which is proximate to the
North Korean region.

So somebody, in his infinite wisdom, got a war whomped
up, between South and North Korea, between 1949 and 1954,
especially 1949 and 1952. MacArthur was going to end the
war, and they said, “No, you don’t do that.” Truman said,
“You don’t end that war. We’re going to keep it going.” So,
in effect,in the name of peace, and in the name of Panmunjom,
South Korea has been in a state of virtual war, or on the edge
of warfare, from that time until nearly the present. So South
Korea is an Asian society, with an Asian culture—a lot of
Presbyterians there, but otherwise an Asian culture. And some
good music going on there; it used to be, at least, I don’t know
what the music sounds like this week, after what happened
recently. And, you’re driving this nation to absolute despera-
tion: You’re doing to it what was done to Germany under
the Versailles reparations conditions, and you’re driving it, a
society which has a large military component, you’re driving
it to the point of exasperation. Do not be surprised at getting
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a coup and a military government, or something similar, as a
result of these policies.

A similar thing has been done in Indonesia, which is an
Asian culture with a somewhat different history and different
composition. But you may recall, back in 1965, there was
formerly a President of Indonesia named Sukarno. And, Su-
karno was overthrown in a revolution, and at least 650,000
Indonesians were slaughtered, in the fratricidal slaughter of
bringing about a new military coup. Indonesia is being driven
to the edge of that today, through a policy, an IMF policy,
which is endorsed by the government of the United States.

The Philippines, which has a different history, is being
driven to its own version of similar responses. You had then,
last spring, when somebody was trying to destroy the govern-
ment of Myanmar (Burma), in the name of “human rights,”
run by those inhuman people in Britain, called the human
rights association. The head of the human rights group in the
British Parliament, the House of Lords, is the biggest backer
of international terrorism. You can imagine what that means.

So, a British agent by the name of George Soros, a man
of very unpleasant antecedents, in terms of his personal his-
tory and practices, together with a few other hedge funds, all
centered around London, but largely operating on the basis
of drug-money laundering, which is very big in this world,
targetted Myanmar, and Thailand, and, also, Malaysia, as a
part of the springboard operation against Myanmar. As a re-
sult of that, you had a crisis in Malaysia which was centered
around a collapse of the Thai currency, the baht. You had a
group of currencies, the Malaysian ringgit, the Thai baht, the
Indonesian rupiah, all of which began to disengage from the
dollar. They had been pegged to the dollar, previously. They
were principally trading partners of the dollar, and of the
dollar area, and they were largely financial areas associated
with Japan. That is, Japan finances, credit, was pouring in,
and the product out of these countries was generally traded
with a dollar peg, and the currency was pegged to the dollar.
All that stopped. The same group ran an operation against
Taiwan. Taiwan was unpegged from the dollar. They almost
succeeded in doing it with Hong Kong.

A hyperinflationary explosion

So, this entire region of the world is about to blow up, for
no good reason: because we allowed a bunch of speculators,
thieves like George Soros, with the blessing of our Secretary
of State, who, between dances, does some other terrible
things, other exhibitions. When she goes to Israel, she dances
the Hora. It’s called a “Hora show.” So they got this Soros
going. And, this goes on.

And the policy of the United States government is: “We
can’t do anything about it. We have to adapt to this, we have
to deal with this, we have other priorities.” What they’re get-
ting, by condoning, and bending over, and allowing IMF con-
ditionalities to go ahead, what they’re doing, by default, is,
they are fostering a hyperinflationary global explosion,
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which, in the matter of weeks or months, could blow out
currencies, depending upon how it goes. And in the meantime,
every government of East and South Asia is headed for major
destabilization. The whole area can go into bloodshed. The
day after that, Brazil is ready to blow up. Again, George Soros,
with the help of the British, took over the major industries
in Brazil, which destroyed Brazil’s ability to defend itself
economically,and the time they pull the latch on Brazil, Brazil
will blow up. Argentina will be crushed. Chile will be bank-
rupted. Colombia will be finished off. Venezuela will go into
crisis. Mexico’s on the edge of crisis.

Now, you take all the U.S. investments which are tied to
East Asia, all the U.S. investments tied to South America, not
counting what’s been written off in Africa: What happens?
What happens to the U.S. dollar? Well, the biggest investors in
East Asia are who? Are Europe. So, as this collapse occurs in
Europe (this is happening now), this collapse will hit France, it
will hit Germany, it will hit other European countries. It will hit
the U.S. less firmly, on financial accounts, than the Europeans
proportionately. But you add to that South America, which is
British-dominated. That is, Central and South America: The
British control 60 to 80 percent of the financial operations of
all countries in South and Central America. Not the United
States. The United States is not the great ““Yankee imperialist.”
The British are the great — the jerky imperialists,not the “Yan-
kee.” And they control this area.

These things mean that, what we get from these markets,
in terms of so-called outsourcing, with investments, with fi-
nancial relationships and financial investments, it means that
the whole world is in the process of blowing up. And all this
business to try to say, “You’ve got to go with the markets,
you’ve gotto go with IMF conditionalities, you’ve got to stick
with liberal economics, you’ve got to stick with free market
economics, you can’t use protectionism, you can’t use ex-
change controls, you can’t use capital controls,” you can’t do
any of the things we did back in the 1950s to get the world
out of the effects of World War II. You’re not allowed to do
those things any more. “That’s against liberalism! You’ve got
to have ‘liberal free market economy.” ”

Under conditions of continuation of toleration of liberal
free market economy, we are talking about a blowout within
weeks, a major new blowout, a new quality of blowout, like
nothing you’ve seen before. So then all the rules, all the
games, all you’ve been taught in the textbooks in economics,
all you read in the financial pages in the newspapers and
the magazines, and the talking heads shows on television: It
doesn’t mean anything any more. It’s garbage, it’s idiocy. I
forecast these conditions. I’ve warned of this for years. We’ve
been in this process for thirty years; I’ve been warning, for
thirty years of this process. It’s unfolded, it’s happened. They
said it couldn’t happen, until after it happened. They’re great
prophets. But their hindsight isn’t so good, either. They
should be wearing spectacles on the back of their head. If it
doesn’t do any good on the front of their head, they should
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FIGURE 17
A typical Cartesian image of space within time

wear them on the back of their head. It might help them im-
prove their hindsight a bit.

So, this idea that you can make a simple mathematical
model of an economy, that you put prices over here, and you
construct curves, you take statistical trend lines and so forth;
all of that, the Cartesian image of space-time: that doesn’t
work. It never did. But, it’s like the magician’s show, and the
trick you thought he did. And then, one day, the magician
died, and the trick didn’t work any more. So, that’s what we’re
dealing with.

The alternative to Cartesian thinking

We’re coming into this area: What is the scientific ap-
proach to this matter? Let’s get to the next slide, a typical
Cartesian image (Figure 17). What’s the alternative to that
kind of thinking, that Cartesian thinking that’s done, where
you get these statistical reports, these chartists, and so forth,
financial chartists, the Wall Street Journal, and all this kind
of stuff. What’s your alternative?

Well, I can tell you that the known alternative to that kind
of thinking, is at least as old as a civilization which existed in
Central Asia between 6000 and 4000 B.C., long before the
Semites learned how to wear clothes in Mesopotamia. And,
what they did is this. The first evidence we have of scientific
thinking of this type, is in astrophysical solar astronomical
calendars, in which these calendars would not only take the
solar year, because they knew the Earth orbitted the Sun, and
they were solar astronomical calendars; they also had a cycle
of somewhat less than 26,000 years. It’s called the equinoctial
cycle (Table 1 and Figure 18). One of the things that happens
inthe heavens, as the Earth shifts in its position: The constella-
tion in the heavens which appears at the Vernal Equinox in
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TABLE 1
Mean angular change of three astronomical
cycles of rotation

Mean angular change

Total period per microsecond
Cycle (years) (seconds of arc)
Earth’s daily rotation 0.0027 1.5[]100°
Earth’s yearly orbit of Sun 1 4.10675[]100¢
Equinoctial 26,000 1.57952[]100%

the Northern Hemisphere, this comes at different points. For
example, a long time ago, it became Leo, then it became
[Virgo], and so forth, and so on.

At a time when the solar— This was in Orion, which was
a period between 6000 and 4000 B.C., the people who lived
in that area, in Central Asia, who are the ancestors of the so-
called Vedic civilization, developed a calendar which had
many features, including estimates for the cycle of the shift
of the pole. You know, the Earth wobbles, and so the geodetic
pole shifts its position. The magnetic pole also shifts its posi-
tion. And, there’s a cycle which is a compound cycle, which is
when both the magnetic and geodetic pole come back together
again to the same position. Another cycle.

But they measured this one cycle, which is the equinoctial
cycle, which is less than 26,000 years: That is, in less than
26,000 years, about 25,200 years, the Vernal Equinox comes
back to the same position it did 25,200 years before. So, when
you have a Vedic calendar which is based on these kinds of
considerations, you know something about the mentality, the
thinking, and so forth, of the people who have the calendar,
because you know how you can do these things, how you can
measure these things. So, at that point, you can see that the
ancient Vedic civilization already had a sense of how this
worked.

For example, imagine you’re standing on a point on the
Earth, and you think that you’re observing the sunset to sun-
rise (Figure 19). You think you are. Actually, you’re not;
because the Earth is rotating. And if the Sun isn’t moving,
you’re moving. But the Sun is moving, but that’s another
story. So, you think, it appears to you, if you’re just a naive
person, that the Sun goes in a circle around the Earth. And
you get from sunset to sunrise to sunset, in a circle. But, while
you’re observing, the Sun is actually moving, the Earth is
moving: it’s moving around the Sun. So, it gets more compli-
cated. Because, now, you’re observing not merely a circular
motion, an apparent circular motion, you’re measuring a cir-
cular motion on an ellipse, an elliptical orbit.

The same thing applies to this (Figure 20). We have here,
three —in the Triple Curve that we started with, we had three
things: We had the relationship between a downward trend in
production aggregate, the physical production aggregate; we
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had an upward trend in monetary aggregate; we had a zoom-
ing, skyrocketing trend in financial aggregate. Now, it hap-
pens that the three curves are just like an astrophysical rela-
tionship: They’re interrelated. That is, in order to increase
the monetary aggregate, you must decrease the production
aggregate in the system. That is, you have to tax, in a sense,
discount, tax, real production, shrink it, to get some assets to
pump up the monetary system, because the economy’s not
growing. And therefore, how do you get a profit out of an
economy that is shrinking? You can get a profit out of an
economy that’s shrinking, only by looting it. So, therefore,
you have to loot the physical economy, sell off assets, don’t
maintain it.

For example: Washington, D.C. or New York sewer sys-
tems and water supply systems. How old are they ? Fifty, sixty,
seventy, eighty years old. They haven’t been maintained. So,
by not maintaining these systems, you defer payment to main-
tain an existing system, which means you’re looting it. Be-
cause when the time comes for repair, you haven’t repaired
it, and the system breaks down, and you’ve lost the system.

The same thing: Union Pacific Railroad. One of the main
problems on wheat deliveries and other problems in the U.S.
economy, is the delivery rate, that is, the number of ton-miles,
tons per mile per hour, moved by the Union Pacific Railroad,
has decreased, because it’s cut its facilities. This is causing a
catastrophe in the U.S. economy, including the rotting of
grain throughout the Midwest, because there are no trains to
move it. Again: This results in more profit to the company
that owns the Union Pacific — by looting it! By not paying the
bills, by not maintaining that. By closing down the hospitals,
cutting the schools, cutting the pensions, killing people, in
order to save money on hospital expenditures for insurance
recipients, beneficiaries.

Money supply and economic growth

So that in order to increase the monetary supply, you have
to decrease the payments to the real economy, by discounting.
Therefore, there’s arelationship between the source of growth
of money, and shrinking of the economy. Without shrinking
the economy, money supply can’t grow. Therefore, the con-
traction of the physical economy is related functionally to the
growth of the monetary output. The financial output is based,
not on profit, because there is no real profit in the economy.
None at all. You have a shrinking economy. You don’t have
a profit, if the economy as a whole is shrinking—not a real
profit. You have a fictitious profit. Therefore, where does the
money profit come from, on financial instruments? It comes
from speculation.

How does it work? You don’t buy a building for what it
takes to build the building. We saw this in the real estate
system in New York City years ago. The price of a building
was generally determined as a multiple of the annual rent. If
you could increase the rent of the building, while letting it go
to hell by non-maintenance, you would increase the value of
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FIGURE 18
The apparent motion of the Sun, relative to an observer on Earth

June 14
0 min.

This diagram shows the sky and horizon visible to an observer in the Earth’s Northern Hemisphere. The apparent path of the Sun reflects
three astrophysical cycles, each with its own curvature (actually, there are many more, but we limit outselves here to three):

1. The daily, approximately circular rotation of the Earth on its axis. The observer sees this as the Sun rising in the east, traversing an
arc in the sky, and setting in the west.

2. The annual elliptical orbit of the Earth around the Sun. This is reflected in the observed change in position from day to day, of the
position of the rising and setting Sun and the arc between them. Over a year’s time, an observer sees the Sun travelling low in the sky at the
winter solstice (the southernmost of the three daily paths depicted here), climbing each day higher, through the vernal equinox, and
reaching its highest point at the summer solstice (the northernmost of the three paths), then descending again, day by day, to the autumnal
equinox, and back down again to the winter solstice. These seasonal changes reflect the fact that the Earth’s axis is tilted 23 .5[]. The figure
8 (or “analemma’ ), drawn here on the meridian (noon) line, is a reflection of the ellipticity of the orbit, among other factors. It shows the
displacement of the Sun from the actual meridian on a given day at noon, standard time (adjusted for one’s position in the time zone). The
fact that the Sun is sometimes ahead of the clock, and sometimes behind, in reaching the sky’s mid-point (as much as 15 minutes either
way), reflects the fact that the Earth travels faster, in its elliptical orbit, when it is closer to the Sun.

3. The equinoctial cycle, or “precession of the equinoxes,” is reflected in the observed change in the constellation in which the Sun
appears to rise. This is shown here by the apparent rotation of the band of zodiacal constellations. (Currently, the Sun is rising against the
background of the constellation Pisces). As the Earth rotates on its axis, the orientation of the axis itself rotates, in a cycle of about 26,000
years. Thus, the North Pole Star is now Polaris, but about 13,000 years ago, it was Vega.
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FIGURE 19
Curvature of the astronomical cycles ‘in the small’

The three astronomical cycles shown in Figure 18
can be represented mathematically by the continuous
curve traced out by a circle rolling along a helical
path on a torus. Each rotation of the circle repre-
sents the daily rotation of the Earth on its axis.
365.2524 turns comprise a helical loop representing
one rotation of the Earth around the Sun; 26,000
helical loops around the torus represent one
equinoctial cycle.

Here this curve is shown in a series of frames,
each showing a more close-up view. The curvature
at every interval is a combination of the curvature of
all three astronomical cycles, no matter how small.



FIGURE 20

Three-way curvature of the ‘typical collapse function’
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When the three curves of Figure 1 are plotted on one three-dimensional axis, a curve is generated which combines the curvature of all
three. As in the case of the astronomical cycles, the combination of all three curvatures is present in every interval, no matter how small.

the building. Therefore, the value of the building was the
profit you could extract from it as financial profit. Therefore,
if the building gave you a 10 percent yield, then the building
was worth 10 percent, based on 10 percent of the yield, a
multiple of that. So, you would buy the building based on
buying the annual rent. In other words, for 10 percent, you
would expect, for $10,000 annual rent, you would pay
$100,000 for the building, or for that portion of the building.

So, even if the place was collapsing, that is how you got
a system where buildings in Manhattan, in central Manhattan
and lower Manhattan, which were functional in their condi-
tion, would have much lower rent than a housing unit in Har-
lem, which was decaying, and degenerating. Because the na-
ture of the turnover is the rate of profit; or the rate of yield on
the rent of the Harlem building was much greater,even though
the place was disintegrating. And that’s the way the system
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works. It’s called financial leverage . 1t’s called a price-earn-
ings ratio: The capital value of the asset is a multiple of the
price or the earnings you expect to get. The price is a multiple
of the earnings.

What happens, therefore, is that what you’re doing, is
maintaining the system, by what? There is no 