
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 Kennedy; but what is running the party, as in the Common-
wealth of Virginia, from the top down, is a strange new thing.Schiller Institute and International Caucus of Labor Commit-

tees, in Alexandria, Virginia on Jan. 17. And if this thing continues to prevail, the Democratic Party
will be disintegrating this year and next.

This will be, in content, an unusual two days. We will address We are on the edge of the greatest financial collapse
known in the history of European civilization since the Four-subjects which have not been addressed before in any audi-

ence, not only in the United States. And, we will come to, I teenth Century, what was called the New Dark Age, part of a
process in which approximately half the population of Europebelieve, an understanding of why we’re here, and what the

problem is that must be addressed. was wiped out through disease and famine, and various kinds
of insanity. The culmination of that, then, as today, was aMost of you were alive when President Kennedy was shot.

Most of you were alive when Martin Luther King was shot, collapse of the financial, banking system, the so-called Lom-
bard banking system. During that period, half of the munici-at a time when others were shot: a time of great trouble, and

sorrow, and anxiety for this nation. And, among all the ques- palities, the parishes of Europe, vanished. One-third of the
population of Europe, in a fairly short period of time, vanishedtions asked, and all the statements made, one prevailed:

Where are we going? What does this mean? And now, about of disease, and famine, and strife. We are on the verge of such
things, not only in Asia, not only in South America, but herethirty years later, after the shooting of Martin, we find out

what it did mean: It means Hell. in the United States itself. Not some time in the next century,
but this year.During the past nine months, approximately, there has

been an unleashing around the world (concentrated in Asia, Now, it is not inevitable, because we are not animals.
At least, we shouldn’t behave like animals (apologies to mybut it’s around the world), of a process of disintegration of

the existing world financial and monetary system. You think wife’s dogs); we are human beings, and we have the power
to change our destiny. So, the question before us, is: Are weit’s been bad so far? In the coming weeks, it is going to become

worse. We are now at the point that entire nations, as politi- capable of changing our destiny? Do we have the wisdom, or
can we acquire the wisdom to do so, and can we find the willcal-geographic entities, are in the process of disintegrating

and vanishing from this planet. The nation of Indonesia is on to abandon the ways which have led us to this catastrophe?
Many people will try to find “who is to blame” for whatthe verge of disintegration. Brazil, the largest country in South

America, is on the edge of disintegration. Another nation in happened to us in the past thirty years. The conditions of life
of the average person in the United States are far worse thanSouth America, Colombia, is already disintegrating. And, in

the coming weeks, many of you willfind it not an exaggeration they were thirty years ago. Freedom is a joke. There is no
justice in the United States. Look at the records, the courtto say, that the United States itself is faced with disintegration.

Look about us. Don’t take one event at a time and try to records of the criminal justice system: even the guilty can’t
get an honest conviction! There is no justice. Our Departmentexplain it. Look at the process. What is happening to the

government of the United States? The government of the of Justice Criminal Division is a nest of outright racism, pure
and simple racism, which hasn’t been cleaned up yet. MoreUnited States and the leading political parties are degenerat-

ing and disintegrating. What is being done to Clinton, Presi- indictments. Young is no hero of ours, this State Senator from
Maryland; but, what was done to him was a racist act by adent Clinton, is something that has never been done to this

government before. This is not Clinton: this is the institution racist press, and a racist State Senate. This prevails throughout
the country. The bad and the good are equally victims ofof the Presidency, which is being destroyed. The Republican

Party is ready to split. It’s disintegrating, it’s decaying, it’s racism, poverty, deprivation, injustice. This society is not the
one we used to know when I came back from World War II.rotting. The Democratic Party is rotting from the head, from

the top down. There still are people in the Democratic Party This is not the society that fought World War II. This is not
the society of the World War II veterans. This is somethingwho are the activists, who are traditional Democrats, the kind

of Democrats you would tend to associate with the name else! This is not the United States of President Kennedy; this
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is something else. We are degenerate. morning, we’ll turn again to the question of economics, and
look more closely at some of the facts and figures which helpThis reminds me of the words of Cotton Mather, back

in the beginning of the Eighteenth Century, speaking of the us to understand what we have done to ourselves.
effects in the Massachusetts Bay Colony of that tyrant, called
William of Orange, one of the worst mass-murderers in his- Think of yourself as an angel

In order to do this, the first thing we have to do—and I’lltory, who foisted himself upon the English throne. The Com-
monwealth of Massachusetts, which had been one of the out- 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-posts of civilization internationally, was suddenly crushed.
And many of the people of Massachusetts, who had repre- selves as individuals with family responsibilities. What you

have to do, is think of yourself as an angel; not a familysented this outpost of civilization worldwide, were not only
crushed, but degraded and depraved. And Cotton Mather said, member, but an angel. Because you were born, and you’re

going to die. You’ve got to think about that. Not about your“We have shrunk, we are shrunk until we’ve become almost
nothing.” pleasure in life, not about the money in the bank, not about

the entertainment you receive, not about the neighborhoodLook at our school system. Think back to the educational
system, bad as it was, full of Dewey-eyed teachers as it was, you live in; but you’ve got to think about the coming and

going of your personal life, because you’re coming into aback in the World War II generation, or back in Kennedy’s
generation. There was something to go to in a school, then. period of time when that’s all that really counts. Bank ac-

counts will be wiped out for most people. Savings will beYou didn’t have support groups, you didn’t have OBE, you
didn’t have dope turning children into stupid creatures, Ri- 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 alltalin-addicted. You didn’t have education that was worthless,
then. We had a bad condition; we had a lot of room for im- these kinds of things, there are no individual answers to these

questions. There is no safe place to run to, there is no placeprovement, a lot of shortcomings. But we had something.
Now, we are almost nothing. to hide. The epidemics and the financial crisis will hit all.

We’ve got to change the situation. We’ve got to reverseFormerly, we had a policy of pensions, we had a policy
of Social Security; today, we have a policy of killing the Social the trend. We’ve got to undo the direction in which things

were going for thirty years, and go back to something that isSecurity recipients, of killing people who are over 65, because
they are “no longer useful.” Finding ways to hasten their 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. Wedeaths, depriving them of medical care, depriving them of
things they need to live on. These are things that have hap- 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 inpened during the past thirty-odd years. We are a civilization
destroying itself. the fact that it can be done. Once you understand the problem,

you can begin to understand the solution, and then you canAnd this destruction is not by a few mis-leaders at the top.
What is destroying us, is what the overwhelming majority begin to see what can be done, and then you can see what an

angel might do to bring about these improved conditions.of the American people, of all strata, believe. We are being
destroyed like Sodom and Gomorrah, and we have a descen- What I mean by being an angel, is this: You’re born, right?

Well, did something happen before you were born? I mean,dant of Mrs. Lot in the Senate, leading us there.
So, the problem is, we must find the error in ourselves, perhaps you were sent here? Perhaps you were an angel. But

don’t look for wings, because nobody gave you any. Younot as guilty individuals, but as persons who participate in a
culture which has lost the moral fitness to survive. As a by- don’t have any magical powers, you weren’t given any. You

were only given Reason, the power of Reason. You weren’tproduct of that cultural degeneration, that moral degenera-
tion, which has gripped this nation during a period of more 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’vethan thirty years, we are now in the greatest financial, and
monetary, and economic collapse this planet has ever known got to find your mission, like the Good Samaritan found his

mission; you’ve got to find the mission you’ve got to fulfill,in all known history, in all archaeological relics of pre-history.
Because economics is not, “economics”: Economics is perform a miracle, figure out how to do it, succeed, and then,

when it comes time to pass on, people will say, “That was anman’s relationship to nature, man’s relationship to the uni-
verse, per capita. It’s the ability of the individual to survive; angel who was here at the time that angel was needed.”

In philosophical terms, this is called a world-historicalit is longevity; it is cultural conditions of life; it is science; it
is Classical art, that ennobles the spirit. This is what econom- personality. If we are well-educated and well-cultured, we

embody, through the process of educational experience, theics is. And we have taken that away. We are poorer, much
poorer, than we ever were before. reliving of the discovery of great ideas from the past. We

embody the greatest gifts, in terms of ideas that were given toWhat we’ll do today, and tomorrow, and I’ll open it up,
is to present the concept. And then, in tomorrow’s session us, by previous generations. Thus, we are the living represen-

tatives of the ideas of the past, which are beneficial to man-on economics, in the afternoon, after Helga speaks in the
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kind. We are also the people who are responsible for creating leave tomorrow, orfinish these sessions, that you have learned
concepts, as you presumably would, say, in a classroom:the conditions which are necessary for the well-being of com-

ing generations. We are an individual, like an angel, who learned the concepts which are the essential part of the an-
swers to the two questions I’ve posed; and, also, a concept ofcomes, who is born, who develops, who finds a mission, does

the mission, and we pass on. And you mustfind in that concept what the answer is, in terms of the possibility of solution.
Therefore, for reasons which will become quickly clear,of oneself as an angel, a sense of happiness. And I’ll get to

that in due course here today. 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-This economic system is doomed

The subject on which you want to focus, is twofold. Pri- tween those who say that you measure an economy in terms
of money, or money prices, and those who say you measuremarily: What is wrong? What is wrong with the economy?

Why is the international financial system, monetary system, economies in something else. What is the difference between
those two kinds of things, and how is that expressed, and howand, implicitly, economic system, doomed to disintegrate, as

long as the present policies of the United States, the present does that relate to what’s happened to the U.S. economy and
world economy in the past thirty years? That poses theways of thinking of the United States, and its government,

continue? It’s inevitable: This nation will go down to a pre- problem.
What’s the answer? The evidence suggests two actuallyscience of doom, in the course of this year, if the U.S. govern-

ment continues its present way of thinking, during the coming contrary meanings to this crisis, and once you have the prob-
lem so defined, then we can look at the answer.months. It’s inevitable.

Secondly: Why is this financial crisis not simply a crisis First, what is the scientific approach to solve this paradox?
The difference between the hard-commodity economy, whichlike that of the 1929-1931 period, and the ’30s? What’s the

difference? We’ve had crises before, we’ve had depressions. is based on things which are produced, things which are con-
sumed, such as infrastructure, transportation systems, manu-And in modern European history, we’ve recovered from those

depressions, with recovery programs, such as those of Frank- facturing, agriculture, and so forth; what’s the difference be-
tween that, and money, an economy based on money? In otherlin Roosevelt, which a good number of us have some experi-

ence with. It can be done, in a cyclical system. But, we’ve words, what’s the difference between that, and an economy
in which you’re rich because you have a lot of money, butcome to a time when that can’t be done. The system in its

present form could never be revived. There are no lessons of you can’t eat, because you can’t buy anything?
Secondly, the scientific approach will define a problem,organizing a recovery from the Roosevelt period, which apply

to the present. None of those things that you might learn from including the most important problem for you to consider, the
one problem which is never addressed in any economics class.the history books, or schoolbooks, will do you any good, in

solving this problem. What is the difference between an economy in which the
employees are people, and an economy in which the employ-Why? Why is this not a cyclical crisis, not a boom-bust,

boom-bust cyclical crisis? Why is this a terminal crisis? Why ees are apes? Why are they monkeying around with our econ-
omy? That is, what is the principle of a human being thatis this not an orbit around the Sun, with winter succeeded

by summer, back to winter, and back to spring, and back to distinguishes the human being from an animal, which is the
most essential thing about an economy?summer? Why is this economic system a comet headed di-

rectly for destruction in the Sun? And, from understanding Thirdly, how can we measure that? How can we demon-
strate that?the answers to these two questions, can we have an insight

into the solution to the problem? 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 theFive crucial points

So, there are five areas to discover. First of all, this, like 1930s, with the 1930s depression?
And thenfinally, what is the nature of the leadership whichthe concluding session tomorrow afternoon, will be a peda-

gogical exercise. And we will, I hope, in the question periods, is required? Given the poverty of our politicians, what kind
of leadership is required to get us out of this mess? Five points.confine the discussions to the topics of the day, as we would

in a classroom. Because our object here is to take citizens So, let’s proceed.
such as yourselves, who have highly varied knowledge, or
lack of knowledge, as the case may be, but who are here A paradox: the nature of the crisis

Let’s start with the Triple Curve, because we always dobecause they are thinking citizens, at least by intent, who
would like to know some of the answers to these questions, 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,and would like to have an insight into the solution, and an
image of what could be done to save this civilization, and cure which will define different states of an economy. Again, go

through this: The bottom line describes physical things: infra-it of its sickness. Therefore, the object is, by the time you
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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

FIGURE 1
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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 astructure, improvements in land, improved transportation sys-

tems, urban infrastructure: all of these things that are required result of the chain-reaction default.
Or, as is now happening with the IMF conditionalities, insimply to make the land fertile for an economy, both urban

society, rural society, land area in general. the attempt to postpone the inevitable, what do they do? They
do what the German government did at the end of 1921, whenAnd, the product that goes with that: things we produce,

plus certain things which are not quite physical, in an ordinary they had French bayonets stuck in their rear end, and they had
a war reparations debt being demanded of them. And theysense, but which are absolutely essential to a modern econ-

omy. One is education, another is health care. These things are went to the printing press to generate money, to meet the war
reparations debt, because the French said, “Otherwise, we’llessential to maintain the population. And there are scientific

services; without these, you couldn’t have an economy func- come over, and we’ll loot everything in Germany.” The result
of that, within 18 months, was the greatest hyperinflationarytion. Education, health care, and scientific services are as es-

sential as physical objects of consumption for an economy. explosion in modern times. That ended approximately in Sep-
tember. In October or November of 1923, at the end, at the fag-Other things you can get by without: You could do without

real estate brokers, you could do without mutual funds sales- end of this hyperinflationary collapse, General Ludendorff led
Adolf Hitler in the Beer Hall Putsch in Bavaria, the beginningmen, you could do without Hollywood actors, especially. You

could do without television programming; as a matter of fact, of Hitler’s rise to power.
That’s the kind of situation we’re dealing with. We’re onyou’d probably think better without it. All of these things,

you can do without. But, there are some things you can’t the edge of coups throughout Asia and Southeast Asia, as a
result of IMF policy. In the meantime, the policy which thedo without and have a healthy economy. These things are

physical things that you require, that have to be produced, or United States government, including the Clinton administra-
tion presently, by default, is conducting, is a hyperinflationaryimprovements in land area, and so forth, and things you re-

quire for household existence, and, also, health care, educa- policy, which will blow up the value of money into nothing-
ness, quicker than John Glenn can get into space: throughtion, and scientific services. That’s physical-economic

output. a hyperinflationary bubble, through the attempt to maintain
financial aggregates by pumping in money fast enough toAnd, 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, keep the aggregates going, under so-called bailout tech-
niques, IMF bailout.represents, essentially, the rate of change in per-capita physi-

cal output over that period. That is, the change and rate of What does the IMF say? The IMF says: Cut your produc-
tion. Accelerate the cutting of per-capita output. Increasechange, which is always downward. We’ve been going down-

ward in per-capita physical output, net physical output, over greatly the monetary output, in order to cover, and prime
up, and pump up the financial aggregates, which are alreadythe past thirty-odd years.

The second curve, is monetary growth. This generally skyrocketing. That means that, whereas it took Germany 18

EIR January 30, 1998 Feature 17



FIGURE 2 

U.S. merchandise trade as percent of global 
dollar currency trading, 1956-70
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FIGURE 3

U.S. merchandise trade as percent of global 
dollar currency trading, 1972-97
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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 you had a very strong dollar. Seventy-four percent of all dollar

and related foreign exchange obligations corresponded to im-rate of inflation, and they just took notes on paper, and the
German Reichsmark was dead. And the only reason Germany ports and exports. This continued at about that level until

1972.came out of this, was because the United States stepped in
with the so-called Dawes Plan, which took U.S. gold—the What happened in 1972? In 1971, Nixon took the dollar

off gold, and set up a floating exchange rate system. We noU.S. was the only creditor nation in the world at that time—
and created a new Mark in Germany, which allowed the Ger- longer had a system of fixed parities. We now had—money

was loose, loose from all constraints and regulation. You hadman economy to stumble along through the 1920s. That took
18 months, for that process to unravel. a very rapid collapse, then, of the content of the dollar. You

see that it fell from approximately 70 to 75 percent, duringUnder present conditions, we’re talking about a matter of
weeks, or months at most, if this policy continues. So, the 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 thanpresent policies of the U.S. government, and the majority of
the institutions, either by intent, or, in this case of the Clinton 35 percent. In 1982, after the Volcker measures of 1979-82,

it had fallen to 7.1 percent. By 1992, it had fallen to six-tenthsadministration, by default—by its refusal to consider what it
must do, it has bought into a hyperinflationary explosion of 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 worldthe 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 economy is no longer based on trade. It’s no longer based on

production and consumption of real goods: It’s based on hotcauses a blowout within a period of weeks, or months at most,
globally, like the hyperinflationary explosion which occurred air, on financial speculation. And you see that reflected again,

in different terms, this way (Figures 3, 4). You take the con-in Germany over the period 1921 through 1923. So, that’s
what we’re up against. 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-So, let’s go on to some of these charts, to get beyond this.
Figure 2 explains itself. Take the total number of dollars lars, up to, actually, it’s about—it’s less than 70 cents per

dollar. It’s going up toward, now, $200 of foreign exchangeturned over in foreign trade, that is, import-export, or foreign
exchange turnover. Compare that with the imports and ex- turnover, for every dollar’s worth of trade. So you see what

the nature of the problem is going to be.ports, against this dollar turnover. You see, essentially, from
1956, that 74 percent of the total foreign exchange turnover This is Gross Domestic Product (Figure 6). Don’t trust

Gross Domestic Product, but it’s an interesting figure to use.of U.S. dollars was accounted for in terms of imports and
exports, so-called hard commodity turnover, which meant What’s happened? What is the percentile of the U.S. econ-
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FIGURE 5 

The U.S. foreign exchange bubble
(dollars of currency trading per each dollar of trade)
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U.S. merchandise trade as percent of global 
dollar currency trading
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FIGURE 6

Goods-production portion of GDP as percent 
of total GDP
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FIGURE 7

Gross domestic product vs. 
goods-production portion of GDP
($ trillions)

1959 1963 1967 1971 1975 1979 1983 1987 1991 1995
$0

$2

$4

$6

$8

$10

Total GDP

Goods-production portion

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-

tion of GDP. You see the lower line here is the goods produc-We’ve had a collapse in the content of the dollar. So, measur-
ing, obviously, with dollars, doesn’t mean anything. There tion portion of Gross Domestic Product, as accounted, against

total GDP. You see the relationship: about $2.50 in terms ofare other things you have to consider in this connection.
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FIGURE 8

Bushels of wheat
(per capita, USA)
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FIGURE 9

GDP, by component: Goods-production vs. 
finance, insurance, and real estate

1959 1963 1967 1971 1975 1979 1983 1987 1991 1995
10%

20%

30%

40%

50% Goods-production portion

Finance, insurance, and real estate

It means that we are disintegrating, we’re degenerating.equivalent of goods production portion, climbing up to about
$8.00, in terms of total GDP—which means that your total 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 ofGDP is fake, which means that your dollar is worth a lot less,
that your wage income from production, your income from the past 25 years, the U.S. economy, in physical terms per

capita, has shrunk by more than two percent per annum, eachproduction, is worth a lot less in buying power, than the mone-
tary figures indicate. So it means the inflation is enormous. of these years. That gives you an idea of what’s wrong.

Now, look at some of the other things going on, on theFor example, to maintain the income today of, say, a fam-
ily of four: Take a family of four living in Birmingham or finance and real estate. Or just wheat (Figure 8). Some of you

who come from the farm area know what this means. You seePittsburgh, working in the steel industry in either of these
areas, back during the last half of the 1960s. That family, if, 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,say, the wage-earner, the principal wage-earner in the family
was about 40 years of age, this fellow was on his way to in which the United States used to be a primary food producer

from World War II on, we were the food producer for muchassisting his children with a college education, at least assist-
ing them, maintaining some kind of a standard of living. of the world. We kept the world alive, with U.S. food. Wheat

was only part of it. Many other things as well: beef, andTake the same person from the same family household, at
whatever employment they have, in the same area, in the so forth.

We don’t do that any more. We still have grains. But, seePittsburgh area or the Birmingham, Alabama area today.
What is the purchasing power of a single wage-earner in that what’s happened to our grains production. Then you want to

look at something else: Look at what the farmer’s percent ofhousehold of the same cultural level and same employment
skills today? As the fellow said when Clinton was bragging 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-about the number of new jobs that the United States had gener-
ated, he said, “Yeah, I’ve got three of them.” Because you stroying the agricultural sector. If you go out to the farm belt,

you find that the farm belt is denuded. When people of mycan’t get by on a single wage-earner’s income. It would cost
you, probably, to maintain what a skilled industrial opera- generation retire from farming, the farm is closed down. The

next generation, if there is any, doesn’t farm. The land willtive’s standard of living would be in the late ’60s, would
probably be about $75,000 a year today. How many people go fallow, or go into cheap kinds of mass production, and that

is part of the pattern.do you know who have a $75,000 income, on a single-income-
earning-family basis today? So, that’s some of the things The point here is: What happened (Figure 9)? Where is

the money going to, where is the money coming from, if it’sthose figures mean.
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FIGURE 10

Hyperbolic growth of U.S. financial aggregate
($ trillions)
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FIGURE 11

Financial aggregate's growth vs. growth of 
goods-production GDP
($ trillions)
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not coming through production? Well, it’s coming through
what? You take the goods production proportion of income the sidewalk? It may produce lust, but it doesn’t produce

any goods.and output, as against financial and real estate income. For
example, interest rates, other kinds of financial income, real So, where does the money come from to pay the yield,

these demanded yields on these “investments,” so-called? Itestate profits on speculative real estate. That’s where the
money goes. That’s what is called production. Just an increase comes out of production. It comes out of taxes, which ulti-

mately come out of production. So that this is a parasite,in the cost of existence, in terms of additional finance and real
estate charges, on every portion of production. And so this which John Hoefle referred to as a 300-pound flea on a 40-

pound dog, which is what’s happened to this economy.cost, which is nothing but a parasitical cost, with no useful
productive significance, is simply piled on as an extra charge, Figure 12: The same thing. You get a picture: What is the

multiplier ratio of financial aggregate as a multiple of output?and this is measured as output. It’s output from your pocket,
not output produced by the economy. Again, this has all got a charge to it. This is why you’re getting

poorer! You’re producing less per capita. Fewer people areSo, you get a picture of this, of what the U.S. financial
aggregate is (Figure 10). And you remember, this corres- actually producing things. Generally, the productivity of peo-

ple engaged in producing things has dropped in per-capitaponds to the chart we started with, which is the financial
aggregate growth. A hyperbolic growth, in terms of the value. So fewer people are producing, but the bite on produc-

tion is increasing. That’s why your standard of living is deteri-amount of financial assets and liabilities relative to anything
else, while, at the same time, real production is collapsing per orating: because somebody has to pay to keep things like

Morgan, J.P. Morgan and Company, and people like that,capita, and this is being fed by monetary expansion.
Figure 11: The same point, but just expressed in a differ- 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,ent way. Take the bottom line, goods production, GDP: This
is the absolute output of the economy in GDP—goods. Not and that’s what’s happening.

And the same thing (Figure 13). This gives you someper capita; in per capita, this is actually falling. But look at
what’s happening to financial growth. This financial growth indication of M3. You don’t have to bother with the details.

But there’s a primary money issue, then you have what is inis now, of course, demanding a yield, isn’t it? Every piece
of financial paper, every mutual fund, and everything else, effect money, which is the M2, a reflection of that, and M3,

which is generally the thing you refer to, when you talk aboutdemands a yield. It demands a competitive yield. Where does
the competitive yield come from? What does finance pro- monetary aggregate in the economy. It’s what is called by the

Federal Reserve M3. When we talk about growth of moneyduce? Did you ever see a dollar producing anything, say, on

EIR January 30, 1998 Feature 21



FIGURE 12

America's financial aggregate as multiple of 
goods-production GDP
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“Loot extracted by property titles of U.S.financial aggregate.”
“Loot”! 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

FIGURE 14

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

ally, M3. terms of food on the table, we thought in terms of things in
the household, we thought in terms of an education of theFigure 14: A friend of ours, Richard Freeman, uses this

type of language in titles. I suspect he may have done this: 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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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-terms of an automobile. Simple things like that. We thought of
the costs of production, we thought about the manufacturing tics, compared to their parents, who used to run Japan’s indus-

tries, who were manufacturing- and production-oriented,plant where many people in town got a job, that sort of thing.
That’s the way it was. things like that. And, they believe in money. They walk

around with their little calculators, and if you ask them forSo, when we thought about money, we assumed there was
a correlation between what was paid for the production of a moral decision, they’ll put a financial formula into their

calculator, and give you a moral decision at the other end, orsomething, and what you paid to buy it. You knew there would
be a difference. You knew there was a profit involved, in most something of that sort. It’s all based on yield.

So now, we find that there’s insanity. What happened incases. But you knew there was a correlation, so that, in those
days,wedidn’tworry toomuchabout thekindsof thingswe’re Korea, is a perfect example. Here’s the won, the currency of

Korea, which we would think of, before the crisis broke out,talking about now, because the problem didn’t really exist
then, especially coming out of the Depression. There was a in terms of products which Americans buy, which are Korean-

made. You think of things like automobiles, copying ma-relationship between physical production and the money
economy. If you put money in the bank, you assumed it was chines, various kinds of things like that: objects. And you

paid a price for these objects. We presumed these objects ingoing to buy something when you took it out of the bank.
Thatdoesn’thappenanymore.Youputmoney in thebank, Korea were competitively priced, relative to products of the

same type from Japan or places like that. And suddenly, be-you lose money on it. You have less purchasing power when
you take it out of the bank, after all the interest has accumu- cause a bunch of speculators one morning said the won is

worth a lot less than it was the day before, we are suddenly toldlated, than you had when you put it in the bank. So, we’ve now
gotten into a system, internationally, where these things don’t that Korea, a nation which was exporting more than enough to

cover the costs of its imports, is now no longer able to pay itsmean anything any more. It doesn’t make sense any more.
For example, take the case of South Korea. South Korea bills, or cover the costs of its imports.

That’s crazy: A bunch of guys in a gambling house in Laswas basically a producing economy. There was some specula-
tion; they had Baby Boomers in South Korea, as they did Vegas sit up all night and they begin to bet on currencies, and

they come out in the morning and say, “We have reduced thein the United States. And, as we know, from having Baby
Boomers, and having friends who are Baby Boomers—we value of a currency at our betting table by 50 percent, there-

fore, the country’s got to pay twice as much, in terms ofeven 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 foreign currency, to pay its bills.” It’s crazy. Why do we

allow a bunch of gamblers running the hedge funds, running aKorea, or Japan. The young Japanese, who are now running
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gambling market, a casino, offshore, to speculate in a national a coup and a military government, or something similar, as a
result of these policies.currency, and come back to a country whose currency has

been valued the day before, largely in terms of the value of A similar thing has been done in Indonesia, which is an
Asian culture with a somewhat different history and differentthe 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 composition. But you may recall, back in 1965, there was
formerly a President of Indonesia named Sukarno. And, Su-worth half as much? How’d that happen?

Obviously, it isn’t worth half as much. But somebody has karno was overthrown in a revolution, and at least 650,000
Indonesians were slaughtered, in the fratricidal slaughter ofenforced upon Korea the perception that the money markets,

the so-called “free markets,” or otherwise called “flea mar- bringing about a new military coup. Indonesia is being driven
to the edge of that today, through a policy, an IMF policy,kets,” have been able to impose this change on Korea. Now

the Koreans, who are still producing products just as valuable which is endorsed by the government of the United States.
The Philippines, which has a different history, is beingas they were last week, and the year before, suddenly find

that they can’t maintain their economy on the same level driven to its own version of similar responses. You had then,
last spring, when somebody was trying to destroy the govern-of production.

What happens? Well, food prices zoom, skyrocket in Ko- ment of Myanmar (Burma), in the name of “human rights,”
run by those inhuman people in Britain, called the humanrea. As a result of the policies imposed by the International

Monetary Fund, and condoned by the United States govern- rights association. The head of the human rights group in the
British Parliament, the House of Lords, is the biggest backerment, you’re going to get probably over one million unem-

ployed in South Korea. You’re going to get hunger as a result of international terrorism. You can imagine what that means.
So, a British agent by the name of George Soros, a manof food shortages, and accelerating, zooming, skyrocketing

food prices. of very unpleasant antecedents, in terms of his personal his-
tory and practices, together with a few other hedge funds, allNow, South Korea has been a military economy. That is,

you may recall, South Korea was conquered by Japan in the centered around London, but largely operating on the basis
of drug-money laundering, which is very big in this world,1894-96 war, in which Japan broke with the United States,

which had been its ally up to that point, by starting a war targetted Myanmar, and Thailand, and, also, Malaysia, as a
part of the springboard operation against Myanmar. As a re-against China. And in the process of the war against China,

they stole Korea. And the Koreans didn’t much like that, and sult of that, you had a crisis in Malaysia which was centered
around a collapse of the Thai currency, the baht. You had athey liked it less and less as time passed.

Then, in the infinite wisdom of the British, at the end of group of currencies, the Malaysian ringgit, the Thai baht, the
Indonesian rupiah, all of which began to disengage from thethe war, we divided Korea into a North and a South: North

Korea and South Korea. South Korea had been the food- dollar. They had been pegged to the dollar, previously. They
were principally trading partners of the dollar, and of theproducing area, predominantly, and North Korea, which is

not necessarily an agricultural area, it’s a mountainous area, dollar area, and they were largely financial areas associated
with Japan. That is, Japan finances, credit, was pouring in,had been the old industrial area, because of its proximity to

mineral resources, and because also of its proximity to the and the product out of these countries was generally traded
with a dollar peg, and the currency was pegged to the dollar.great industrial region of China, which is proximate to the

North Korean region. All that stopped. The same group ran an operation against
Taiwan. Taiwan was unpegged from the dollar. They almostSo somebody, in his infinite wisdom, got a war whomped

up, between South and North Korea, between 1949 and 1954, succeeded in doing it with Hong Kong.
especially 1949 and 1952. MacArthur was going to end the
war, and they said, “No, you don’t do that.” Truman said, A hyperinflationary explosion

So, this entire region of the world is about to blow up, for“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, no good reason: because we allowed a bunch of speculators,

thieves like George Soros, with the blessing of our SecretarySouth Korea has been in a state of virtual war, or on the edge
of warfare, from that time until nearly the present. So South of State, who, between dances, does some other terrible

things, other exhibitions. When she goes to Israel, she dancesKorea is an Asian society, with an Asian culture—a lot of
Presbyterians there, but otherwise an Asian culture. And some the Hora. It’s called a “Hora show.” So they got this Soros

going. And, this goes on.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 And the policy of the United States government is: “We

can’t do anything about it. We have to adapt to this, we haverecently. And, you’re driving this nation to absolute despera-
tion: You’re doing to it what was done to Germany under to deal with this, we have other priorities.” What they’re get-

ting, by condoning, and bending over, and allowing IMF con-the Versailles reparations conditions, and you’re driving it, a
society which has a large military component, you’re driving ditionalities to go ahead, what they’re doing, by default, is,

they are fostering a hyperinflationary global explosion,it to the point of exasperation. Do not be surprised at getting
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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
willhitGermany, itwillhitotherEuropeancountries. Itwillhit
the U.S. lessfirmly, on financial accounts, than the Europeans
proportionately. But you add to that South America, which is

FIGURE 17

A typical Cartesian image of space within time
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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 wear them on the back of their head. It might help them im-

prove their hindsight a bit.States.TheUnitedStates isnot thegreat “Yankee imperialist.”
TheBritish are the great—the jerky imperialists,not the“Yan- So, this idea that you can make a simple mathematical

model of an economy, that you put prices over here, and youkee.” And they control this area.
These things mean that, what we get from these markets, construct curves, you take statistical trend lines and so forth;

all of that, the Cartesian image of space-time: that doesn’tin terms of so-called outsourcing, with investments, with fi-
nancial relationships and financial investments, it means that work. It never did. But, it’s like the magician’s show, and the

trick you thought he did. And then, one day, the magicianthe 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, died, and the trick didn’t work any more. So, that’s what we’re

dealing with.you’ve got to 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- The alternative to Cartesian thinking

We’re coming into this area: What is the scientific ap-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 proach to this matter? Let’s get to the next slide, a typical

Cartesian image (Figure 17). What’s the alternative to thatout of the effects of World War II. You’re not allowed to do
those things any more. “That’s against liberalism! You’ve got kind of thinking, that Cartesian thinking that’s done, where

you get these statistical reports, these chartists, and so forth,to have ‘liberal free market economy.’ ”
Under conditions of continuation of toleration of liberal financial chartists, the Wall Street Journal, and all this kind

of stuff. What’s your alternative?free market economy, we are talking about a blowout within
weeks, a major new blowout, a new quality of blowout, like Well, I can tell you that the known alternative to that kind

of thinking, is at least as old as a civilization which existed innothing you’ve seen before. So then all the rules, all the
games, all you’ve been taught in the textbooks in economics, Central Asia between 6000 and 4000 B.C., long before the

Semites learned how to wear clothes in Mesopotamia. And,all you read in the financial pages in the newspapers and
the magazines, and the talking heads shows on television: It what they did is this. The first evidence we have of scientific

thinking of this type, is in astrophysical solar astronomicaldoesn’t mean anything any more. It’s garbage, it’s idiocy. I
forecast these conditions. I’ve warned of this for years. We’ve calendars, in which these calendars would not only take the

solar year, because they knew the Earth orbitted the Sun, andbeen in this process for thirty years; I’ve been warning, for
thirty years of this process. It’s unfolded, it’s happened. They they were solar astronomical calendars; they also had a cycle

of somewhat less than 26,000 years. It’s called the equinoctialsaid it couldn’t happen, until after it happened. They’re great
prophets. But their hindsight isn’t so good, either. They cycle (Table 1 and Figure 18). One of the things that happens

in the heavens, as the Earth shifts in its position: The constella-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 tion in the heavens which appears at the Vernal Equinox in
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had an upward trend in monetary aggregate; we had a zoom-
TABLE 1

ing, skyrocketing trend in financial aggregate. Now, it hap-Mean angular change of three astronomical
pens that the three curves are just like an astrophysical rela-cycles of rotation
tionship: They’re interrelated. That is, in order to increase

Mean angular change the monetary aggregate, you must decrease the production
Total period per microsecond aggregate in the system. That is, you have to tax, in a sense,

Cycle (years) (seconds of arc)
discount, tax, real production, shrink it, to get some assets to

Earth’s daily rotation 0.0027 1.5�10�5 pump up the monetary system, because the economy’s not
Earth’s yearly orbit of Sun 1 4.10675�10�8 growing. And therefore, how do you get a profit out of an
Equinoctial 26,000 1.57952�10�12 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-the Northern Hemisphere, this comes at different points. For
example, a long time ago, it became Leo, then it became tems and water supply systems. How old are they? Fifty, sixty,

seventy, eighty years old. They haven’t been maintained. So,[Virgo], and so forth, and so on.
At a time when the solar— This was in Orion, which was by not maintaining these systems, you defer payment to main-

tain an existing system, which means you’re looting it. Be-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- cause when the time comes for repair, you haven’t repaired

it, and the system breaks down, and you’ve lost the system.called Vedic civilization, developed a calendar which had
many features, including estimates for the cycle of the shift The same thing: Union Pacific Railroad. One of the main

problems on wheat deliveries and other problems in the U.S.of the pole. You know, the Earth wobbles, and so the geodetic
pole shifts its position. The magnetic pole also shifts its posi- economy, is the delivery rate, that is, the number of ton-miles,

tons per mile per hour, moved by the Union Pacific Railroad,tion. And, there’s a cycle which is a compound cycle, which is
when both the magnetic and geodetic pole come back together has decreased, because it’s cut its facilities. This is causing a

catastrophe in the U.S. economy, including the rotting ofagain to the same position. Another cycle.
But they measured this one cycle, which is the equinoctial grain throughout the Midwest, because there are no trains to

move it. Again: This results in more profit to the companycycle, which is less than 26,000 years: That is, in less than
26,000 years, about 25,200 years, the Vernal Equinox comes that owns the Union Pacific—by looting it! By not paying the

bills, by not maintaining that. By closing down the hospitals,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 cutting the schools, cutting the pensions, killing people, in

order to save money on hospital expenditures for insuranceconsiderations, you know something about the mentality, the
thinking, and so forth, of the people who have the calendar, recipients, beneficiaries.
because you know how you can do these things, how you can
measure these things. So, at that point, you can see that the Money supply and economic growth

So that in order to increase the monetary supply, you haveancient Vedic civilization already had a sense of how this
worked. to decrease the payments to the real economy, by discounting.

Therefore, there’s a relationship between the source of growthFor example, imagine you’re standing on a point on the
Earth, and you think that you’re observing the sunset to sun- of money, and shrinking of the economy. Without shrinking

the economy, money supply can’t grow. Therefore, the con-rise (Figure 19). You think you are. Actually, you’re not;
because the Earth is rotating. And if the Sun isn’t moving, traction of the physical economy is related functionally to the

growth of the monetary output. The financial output is based,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 not on profit, because there is no real profit in the economy.

None at all. You have a shrinking economy. You don’t haveperson, that the Sun goes in a circle around the Earth. And
you get from sunset to sunrise to sunset, in a circle. But, while a profit, if the economy as a whole is shrinking—not a real

profit. You have a fictitious profit. Therefore, where does theyou’re observing, the Sun is actually moving, the Earth is
moving: it’s moving around the Sun. So, it gets more compli- money profit come from, on financial instruments? It comes

from speculation.cated. Because, now, you’re observing not merely a circular
motion, an apparent circular motion, you’re measuring a cir- How does it work? You don’t buy a building for what it

takes to build the building. We saw this in the real estatecular motion on an ellipse, an elliptical orbit.
The same thing applies to this (Figure 20). We have here, system in New York City years ago. The price of a building

was generally determined as a multiple of the annual rent. Ifthree—in the Triple Curve that we started with, we had three
things: We had the relationship between a downward trend in you could increase the rent of the building, while letting it go

to hell by non-maintenance, you would increase the value ofproduction aggregate, the physical production aggregate; we
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FIGURE 18

The apparent motion of the Sun, relative to an observer on Earth
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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’
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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 works. It’s called financial leverage. It’s called a price-earn-
ings ratio: The capital value of the asset is a multiple of theprofit you could extract from it as financial profit. Therefore,

if the building gave you a 10 percent yield, then the building price or the earnings you expect to get. The price is a multiple
of the earnings.was worth 10 percent, based on 10 percent of the yield, a

multiple of that. So, you would buy the building based on What happens, therefore, is that what you’re doing, is
maintaining the system, by what? There is no increase in realbuying the annual rent. In other words, for 10 percent, you

would expect, for $10,000 annual rent, you would pay income in the economy, there’s only an increase in nominal
profits, which are called fictitious or financial capital gains.$100,000 for the building, or for that portion of the building.

So, even if the place was collapsing, that is how you got So, people are buying into financial capital gains, which
means that you have things that have no relationship to anya system where buildings in Manhattan, in central Manhattan

and lower Manhattan, which were functional in their condi- real value, real physical value; these things are zooming in
price. And, in order to maintain that system, you have to havetion, would have much lower rent than a housing unit in Har-

lem, which was decaying, and degenerating. Because the na- a buyer for the earnings. If you don’t have a buyer for the
earnings, then the asset collapses. Therefore, you have to keepture 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 pumping money into more and more of these fictitious assets.
For example, a few years ago, one of the spectacularthe place was disintegrating. And that’s the way the system
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FIGURE 21

The formation of a shock wave

M = 0.840

M = 0.900

M = 1.015
M = 0.978

M = 0.946

Juxtapose the changing curvature of the astronomical cycles and the “triple curve,” with
the formation of a shock wave, shown here. Left is a model of the formation of the shock
wave. Above are photographs of a shock wave forming around a projectile at high
subsonic and supersonic speeds. A model of an artillery shell is shown, at various Mach
numbers. In the last photo, the shock-wave pattern has spread to a great distance.

Source for artillery shell photos: A.C. Charters in T. von Kármán, 1947, J. Aeronaut. Sci., 14:373-402.

cases: You had companies that were buying up, forming Curvature in the small and in the large
Take this area, the middle figure here (Figure 19). Thecorporations to do business in collecting uncollectible credit-

card debt. These companies would then issue stock in the curve on the bottom represents the ecliptic. This is the ellip-
tical path of the Earth. So, on that, you have a curve, which iscompany whose business was to collect uncollectible credit-

card debt. They would go to a credit-card company, buy up called an epicycloid, which is the image of the Sun appearing
to orbit the Earth. But, instead of being a cycloid on a straightits accounts, like a credit account, to collect on the uncollect-

ible balances. They created a corporation, for which they line, it’s a cycloid on an elliptical orbit, which makes it a more
complicated curve.floated stock, for that business. On the basis of the expecta-

tion of the earnings on the stock of that company, the stock Then you have, going back to Figure 18, you see thefigure
eight there, up there between the curves? This is the kind ofwould then acquire a price-earnings value. And they would

sell that stock on the market. And then you would get compli- motion in the very small which is determining how you are
actually moving.cations beyond that.

So, what we’re dealing with, is largely hot air. So you In short, if you know how something is working in the
very small, can determine its curvature, the complexity of itshave three functions here. The financial growth is dependent

upon the monetary expansion; the monetary expansion is curvature in the small, then you can estimate the nature of the
system in its overall characteristics.based on the decrease of the physical expansion: The three

things are related. It’s just the same thing, is that in the very Let’s go on to Figure 21. What you’re seeing here, is a
Riemann curve. It’s called the shock-wave curve of Riemann,small, when you’re comparing a one-day observation of the

Earth’s rotation, you’re looking at one-year orbitting of the 1859. This shows the effect of that. What Riemann did, was
to, say, take an open chamber filled with air, a cylinder ofEarth around the Sun; you’re looking at 25,200 years of the

Earth going through an equinoctial cycle. And all of those indefinite length. Take a projectile inside the cylinder, and
accelerate that cylinder up toward and past the speed of sound.things are happening to you, on the place you’re standing,

when you think you’re watching the sunrise to sunset. And what do you get? So Riemann defined what’s called a
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shock wave, which we’re very familiar with from the days of
FIGURE 22

supersonic jets. Or a bullet: You hear the crack of a bullet. If Sense-perception vs. ideas
the bullet is supersonic, then you will hear a sharp crack from
that bullet, because it’s supersonic. This is an example of the

Anything which can be described as a fact
curve. The figure down below is an example of the kind of

experienced by means of the senses is not an idea.
curvature of this Riemann wave.

If you can find the characteristics in the very small of
Ideas are principles of nature, whose validity is

something, you can then determine what the characteristic of
proven by those methods which are typified by a

it is in the very large. For example, how could a people in a
successful scientific demonstration of an efficient

Vedic culture, living in Central Asia between 6000 and 4000
physical principle. There are two classes of such

B.C., how could they determine a 25,200-year cycle as the
ideas: The first are ideas corresponding to validated

equinoctial cycle? They estimated it at about 26,000 years.
principles of physical science; the second are ideas

But how could they do that? Did they observe it for 26,000
corresponding to a proven principle of cognition.

years? Did they observe it for 25,200 years? No. But by ob-
serving things in the small, if you measure them accurately
enough, you will find, in the curvature, something that tells
you what the process looks like in the large. I’ve written it out, and put it on this form (Figure 22).

What the Greeks mean by an idea, and the difference from
the Archaic art, is that the Archaic art represents a sense-What is an idea?

We have an example of this in the transition from Egyp- perception. The Greek Classical art, or the paintings by Ra-
phael or Leonardo da Vinci, represent ideas. There’s a differ-tian to Greek Classical art. In Egyptian art, the statues of that

period—and Egypt was a mother culture for much of the ence. One is an image based on the senses, which is what you
get on television, isn’t it? Television entertainment is basedClassical Greek culture; that is, much of Greece obtained its

foundations of its culture from Egypt, Archaic Egypt. Now, on no ideas, but sense-perception: blood, violence, and sex.
You see it, you feel it, you sense it: “Man, that’s real!” Butif you look at the sculpture in Archaic Egypt, you will see the

sculptures are based on tripods. The figures are fixed. They it’s not.
Whereas, an idea is something else. The term “idea”look like tombstones, bad tombstones. They’re rigid. They

seem super-stable. When you get to Greek Classical art . . . means a principle. For example, the common case of a princi-
ple is a scientific principle. The idea of gravity. Did you everyou see the figures are off-balance. They seem to be off-

balance. They’re not on simple tripods. What they force you to “see” a gravity? Did you ever actually feel one? No, you
didn’t. You may have thought you did, but you didn’t. Diddo— The Greek Classical art, unlike the Archaic art, Archaic

Greek or Archaic Egyptian art, forces you to see an in- you ever see a principle of nature? Did you ever shake hands
with it, smell it, lick it, touch it, sniff it? No, you didn’t. But,betweenness.

For example, take the case in modern, or relatively mod- these are ideas, and they are valid, and they tell us something.
They tell us that principles control the universe. Somethingern Classical art. Leonardo da Vinci did a famous painting,

“The Virgin of the Grotto,” in which there are two sources of you can’t smell, you can’t see, you can’t touch. You can’t lick
it, you can’t taste it, and yet it controls the universe. It’s calledlight depicted in the painting. One is the light of the sun;

there’s another light, equally strong. And, therefore, in under- a principle. It’s called an idea. All art, great art, is based
on ideas, which have nothing to do directly with the senses.standing this, when you look at this painting, the mind is

forced to say, “How do I reconcile what Leonardo did?” It’s Artistic ideas come from contradictions in the senses, as Clas-
sical art comes from dissonance, from contradictions, fromlike a world of two suns: one light, the sun; another light. And

the two lights are defined in a very ingenious way. the development of forcing you tofind an idea, tofind an irony,
a metaphor, an idea. Scientific principle: ideas.You find the same thing with Raphael Sanzio, in the Vati-

can Apartments, where he painted these famous frescoes. And This is where we get to the part about the difference be-
tween monkeys and people.you find that you have to stand in two positions to see the

fresco. You see one thing when you stand close to it at a Next, the four steps of cognition (Figure 23):
Step 1: Posing an ontological paradox (metaphor)certain distance, and if you go another discrete distance away

from it, to see the thing as a whole, you see a different picture. Given, for example, an established mathematical physics.
Some newly considered array of physical evidence is shownThe mind must put these two contradictory images together.

You see the same thing in the museum, with the so-called to exist, but which should not exist if the established mathe-
matical physics did not contain some crucial falsehood. Since,“Transfiguration” of Raphael Sanzio. If you look at it closely,

you get one image; if you stand back, you see the transfigura- in the normative case, both the established old mathematical
physics and that newly considered evidence which refutes thetion, a completely different image. The mind must put the two

things together. This is called ideas, and that’s what we want old physics, are equally well premised in the faculties by
which we determine empirical evidence, the contradictionto get to here: ideas.
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difference between the image of an economy, from the stand-
FIGURE 23

point of money, from the standpoint of financial accounting,The four steps of cognition
which is fraudulent. But they still collect bills on that basis.
Then you have the other conception of economy, which is

Step 1: Pose an ontological paradox (metaphor).
based on physical production, and things which are essential

This is representable.
to physical production, such as education, health care, and
science services. So, you have two images of economy. The

Step 2: Discover a validatable solution.
fact that the two somehow intersect, means that there’s an

This is not representable.
irony here, there’s a contradiction, there’s a metaphor; and
you’ve got to explain that metaphor, to understand how an

Step 3: Identify the principle of solution.
economy works.

This is representable.
Or, there’s another thing, which is that you have a princi-

ple in so-called physics, or mathematical physics, called en-
Step 4: Design a proof-of-principle experiment.

tropy, which says, in effect, that any mechanical system will
This is representable.

run down. If an economy is a mechanical system, and all
financial accounting is based on mechanics, the principles of
mechanical interaction, how can you have a financial system
which generates profit? How can it? Every system, mechani-between the old physics and newly considered evidence rep-

resents what we term an ontological paradox. cal system, if it continues long enough, runs down. Now,
if something runs down, how does it produce more? EveryIn the domain of Classical art-forms, the same quality of

paradox is identified as a Classical metaphor. mechanical system always produces less. Therefore, by defi-
nition, no economy which corresponds perfectly to afinancialThis first step of the process is representable to relevant

onlookers. accounting system, could possibly have a profit.
And yet, if we look at the history of mankind, we find thatStep 2: The discovery of a validatable solution

Through intense concentration, the mind of some individ- mankind, whose potential population density on this planet,
as approximating that of an ape, was never more than 3 millionual who has been confronted with the ontological paradox,

generates a newly discovered idea of a principle of nature, people on this planet; if mankind were an ape, which is what
Prince Philip claims to be, then at no time could there havetogether with an ensuing preview of the means by which this

newly discovered principle might be validated. been more than several million living human individuals on
this planet, in the past two million years of the ice ages. At noThis second step of the process occurs behind those

opaque screens which hide the cognitive processes of the time. That’s the ecological potential of an ape, or an ape-
type species.individual from the sense-perceptions of onlookers. The effi-

cient action within this step of the process is not directly How did we get to several hundred million people, living
individuals on this planet, during the medieval period? Howrepresentable to the onlookers.

Step 3: The argument for the principle did we get to 5 billion people on this planet recently? Obvi-
ously, we’re not apes. Obviously, we grow. This growth inOn the basis of completing Step 2, the individual who has

discovered a validatable quality of new principle identifies population depended upon technological progress of various
kinds, also artistic progress. Man’s increased power over na-that principle in terms of both the ontological paradox refer-

enced, and the proposed tests by means of which the notion ture depended upon the growth of income, standard of living,
lessening morbidity rates. You can’t educate a child to theof the principle might be validated or needed corrections indi-

cated. age of 25 if the parents are dying of morbidity rates, at the
age of 30-35, can you? You can’t maintain such a society.This third step is representable.

Step 4: The design of the validating experiment Therefore, there had to be more. There had to be improve-
ment, there had to be increase. This is no entropic system;Step 3 leads toward the process of successive designs, as

if recursively, of experiments, or equivalent forms of observa- this is no mechanical system; this is no financial accounting
system. It doesn’t explain anything.tion, by means of which: (a) the proposed new principle is

demonstrated to be an efficient one in the universe, and (b) There’s some source of some increase of man’s power
over nature, which intersects the process of production, whichadditional characteristics of the new principle’s relations to

other principles may be adduced, and, hopefully measured to accounts for this progress. And, that’s what we’re dealing
with. Man can do something that no animal can do: Man canthe desired degree of refinement.

This Step 4 is representable. discover science, technology, and art, can invent and discover
ideas and principles, can apply these principles to humanThere are four steps to forming an idea, and I’ve reduced

it to the form which occurs in science. In science, you have, behavior, including production, and can increase man’s
power over the universe.as we have this contradiction, this ontological paradox, this
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How does that happen? It happens in the small, as in this the child knows the inside of the mind of that person—and
that person by name, usually, better than they know their next-physical business. It’s like the people in Central Asia, who,

by observing small aberrations in the very small, discovered door neighbor, or members of their own family, in many cases.
“I can understand Galileo, I can understand Archimedes, butan equinoctial cycle in a fairly short period of a few genera-

tions, by measuring very small changes, and came up with an I can’t understand my mother.” [Laughter.] And the mother
says the same thing about the child.estimate of about 26,000 years for the equinoctial cycle,

which is not bad, considering the methods used, available at So, this re-enactment. That’s what we’re dealing with
here. So, you pose an ontological paradox. You present anthe time. Small things.

We find there’s something missing, something missing impossible situation. You say that what we have believed, is
obviously wrong. Why? Because the basis of evidence onin what we believe. What we believe is not true. There’s

something else going on here. And we can measure, we can which we believed it, shows us that that doesn’t work that
way. There’s something else working. So, now we set outsee, we can see, like this contradiction between financial ac-

counting [and reality]. In financial accounting, if you’re con- to solve that paradox, to change what we believe about the
universe, to introduce a new principle.sistent, you can prove that it’s impossible for any economy to

have a profit. Impossible! But we do; and real profit. We’ve We go to Step Two. So, you take the little kiddies, 15, 17
kiddies in this classroom, and you take them a problem whichhad growth of mankind, increase of life expectancy, improve-

ment of family relations, increase in population, increased they’re prepared to understand. They’re prepared to recognize
the nature of the ontological paradox, such as the paradoxproductivity per capita. This is more. Mankind can produce

more, human economy can produce more, and that is the real between the accounting system, the financial system, and the
physical system. And you say, “What’s the difference? Howphysical source of profit. More. Better. We used to understand

that: more and better, more and better, more and better. That’s can you get more showing up in an accounting system, when
an accounting system can not generate more, an economywhat we used to think.

Now, how do we get that? We get that—by what? By based on accounting can not generate more. It’s only entropic.
There must be something else here.” Yes, there is. The “some-technology, essentially, on one side. By discovery of princi-

ples, such as the principle of the equinoctial cycle, which, in thing else,” is Step Two.
The minds of those little children, presented with thata span of a few generations, is a very, very small difference

in observation, particularly when you’re using sticks and problem, if they’re encouraged to do so, those children will
re-enact the discovery of a principle. And the faces of two orstones to do astronomical observations. But somebody dis-

covered that, in the small, and discovered there was something three of them will light up: They’ve understood something,
they’ve recognized something. They’re not quite sure what itwrong, in the way in which the universe was being considered,

and recognized a principle, and came out of that with a new is yet, but they know they see, they think they see the answer.
They begin to talk about it. Then they discuss, well, do theycycle, the equinoctial cycle discovery.

And, by those methods, mankind has discovered many agree? “Hey, we have the same idea,” they say. “We have
the same idea.” They can’t describe the idea yet. They can’tthings. And, by absorbing these things we’ve discovered, we

change man’s relationship to nature. We increase our power describe how they got it, but they know they have it. Some-
thing went on in their head, and they’ve discovered some-over nature. And then someone says, “Is that what you mean

by man in the image of God?” Yes. Every person is born with thing. They think they see something. One looks at the other:
“Yeah, I see! I see what you mean!”the cognitive ability to make these kinds of discoveries. Not

only original discoveries, but discoveries original to them. Then they begin to figure out, how can they describe the
effect of what they think they’ve seen to the others. Then theyAnd a good educational system, what does it do? In a good

educational system, what does the child do, as a student? A say to the teacher, “Well, how can we prove this? How can
we test if we’re right? Is this the solution?” Then, the stepchild, preferably in a class size of not more than 15 to 17

students, is presented the opportunity to re-enact an act of of solution.
So first, you pose the problem, the crisis. Secondly, youdiscovery made by some person, say some Greek, 2,000 years

ago, or more. The child re-enacts that discovery. The child is take these little minds, which are encouraged to do so in a
class that’s not too large, so you can have a lot of interactionthen very happy, when the child has made that discovery. And

the child’s education, if done in that way—it’s the way you among the pupils, and you get them involved in the act. One,
two, or three of these dozen or so students, begin to think theyteach music, isn’t it? You re-enact discovery, you re-enact

compositions. You rediscover. Humanist education: this re- see something. And it gets sorted down to where some of
them have actually seen something, with a teacher who’sdiscovery of ideas, so that when a child becomes mature, gets

out of secondary school, goes on, the child now knows many intelligent, who doesn’t over-intervene, but encourages them
to really discover something on their own. Once they thinkof the original discoveries. The child has, in effect, re-lived

the mental processes, the act of discovery in the mind of some they’ve discovered it, and two or three of them think they’ve
got the idea, now you go to Step Three, which is to try to getgreat genius 2,000, 2,500, or hundreds of years ago, so that
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the child to understand a way of expressing what they think tragedy. What does it do? It presents a problem in which man
is going to fail. Why is he going to fail? Because of his existingthey’ve discovered.

How do you do that? Well, they go back to the original culture, and habits, and belief. But then the tragedy presents—
which makes it a great tragedy—the tragedy reveals that thereproblem. They say, “I think I see how this problem can be

solved. Because I think what there is, is there is this here.” is an alternative, and this character, or the people involved,
are confronted with the reality of this alternative. And theyAnd so the teacher says, “Well, what would you do? How

would you prove whether that’s true or not? How would you invariably fail to act upon it, and they invariably are de-
stroyed. By what? By their own immorality, by their owntest it?” And that comes to the question, for example, of exper-

iments, doesn’t it? And you design an experiment. And what customs, by their own habits. Which is what’s destroying the
United States now. We are being destroyed by what we havedo you demonstrate? You demonstrate that in nature, there

is a principle operating, which produces an effect which is become accustomed to believe, what was called “mainstream
thinking,” otherwise known as the sewer pipe, the sewer pipeundeniable, which is consistent and undeniable, but which

you didn’t know existed before. It’s an idea. The same thing that leads directly to the cesspool of history.
So, that’s what we’re dealing with. We’re dealing, in art,as in art.

with ontological paradoxes. The function of art is to give us
passion, passion over these issues of ideas. It gives us moral-Classical tragedy: the case of Hamlet

For example, let’s take the case of Shakespeare, Shake- ity, by giving us passion for truth, passion for justice. Without
art, we are as nothing.speare’s Hamlet, which I’ve used often. What is Hamlet?

Hamlet is a swordbuckling macho. He’s stabbing people, runs We had a Polish scientist who was at a conference at Bad
Schwalbach, and we were just talking, and then he poppedhis sword through the curtain, doesn’t even know who it is

behind the curtain, and he runs his sword through Polonius. out with something which was very familiar to me, but he
just popped it out, and said, well, his creativity, his scientificHe just stabs him, kills him. Out there chopping heads off in

war. He’s not a Laurence Olivier. He’s a real actor. He’s not creativity, has always depended upon Beethoven. And anyone
who’s done scientific work knows that. Without Classicala mumbler.

So, he comes into a situation, and, in the opening scene, music, you don’t get great modern scientists, scientific dis-
coveries. It’s impossible; because you have to mobilize. Toa ghost tells him, apparently, what happened. And the ghost

is right. But he becomes— He thinks he’s heard voices, he’s concentrate to solve a scientific problem, you have to mobi-
lize, within yourself, a passion by which you can sustain thegetting all kinds of mysterious messages, and so forth, and

he’s going through this terrible thing, like these swashbuck- concentration to solve the problem, like the little kiddies, the
little kiddies in school, before they’re destroyed by supportlers do. They’re terrible mystics and gnostics, if you give ’em

a chance to do that. Chopping throats, chopping off heads, groups and whatever.
These little kiddies: The trick is, when they make a discov-and so forth.

But then, he begins to see; in the second act, he begins to ery, is what comes over their faces, is happiness. The light
turns on. You can practically see the light from within shiningsee where his problem lies. “O what a rogue and peasant slave

am I!” That he has no passion for a cause. Then he gets into out from inside them. And they look at each other, they see
the light shining out. It’s the great joy of people who like tothis business with the play: “The play’s the thing, wherein I’ll

catch the conscience of the king.” teach children, is to turn that light of happiness on in that little
mind when it makes a discovery, has an insight, a humanThen the next act comes in. He comes wandering in. “To

be or not to be. That is the question.” What is he saying? He’s insight or a scientific insight, or the equivalent. And that’s
what the point is.saying, “I could react to this situation in my customary way.

If I were to do so, I would probably die, and be doomed. But, Take the paradoxes which challenge our existing belief,
the belief that will destroy us, if we don’t rid ourselves of itif I were to act in another way, I would be acting in a way

with which I’m unfamiliar, with unpredictable, unforeseen and overcome its limitations. And take that, and reduce it to
a form. Mobilize the passion to do that, and say, “I’m goingconsequences. It’s better to die my way, than to risk that.”

This is like our government right now: The Clinton admin- to think this through, until I see the solution. I am going to
concentrate and think this through.” The ability to mobilizeistration is Hamlet in reality. Yes, they’re not stupid, they’re

not as stupid as many people are. They know that they’re in a the mind for an extended period of time to work on that prob-
lem until the light comes on in the mind; and then go to workbig crisis. They know they’re in a systemic crisis. They know

this is not a cyclical crisis. They know this is doomsday stuff. on it, what you’ve got: the insight.
That’s what you do with tragedy. You get the audienceBut they say, “Yes, but we are unwilling to attack this problem

by methods which are unfamiliar to us. We have to find a involved in a great Classical tragedy. You get them involved.
Their passions are aroused. They’re concentrating on thissituation where we can act according to our standard, not

some strange standard to which we’re unaccustomed.” business. They understand. When the great calamity occurs
at the end, they understand what this is. And they associateMetaphor, isn’t it? All tragedy is like that, all Classical
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this with other things in their own life, and they say, “We of technology. That is the essence of the matter. And you
would find that the workman who did that, was a happiermust change.” The way Schiller developed tragedy. He saw

the French Revolution, and he saw that the reason for the person, and a better person to know, as a thinking American.
A better person to know, because they had morality, becauseFrench Revolution’s atrocity was that the French people were

so immoral that they could not produce a healthy change in they believed in making things better. So, that’s that. And the
other part is the art.their own society. Because the people were immoral. And the

basic thing is to make the people moral. It is the people who So, what we’re dealing with here in mankind, is that the
basis of economy is what? It’s discovery, discovery of ideasbring about their own tragedies, not a few bad leaders. And

the people have to discover morality in themselves. They in this sense. Two groups of ideas: One, the ideas we associate
with science and technology. On the one side, principles ofhave to get rid of bad habits, bad entertainment, bad art, bad

education, and get these conceptions. First step. And once a nature, the discovery of a principle of nature, which is like
the discovery of an equinoctial cycle. A new principle whichchild has understood that, or even an adult has understood

that, the joy of discovering the truth, which is what Plato enables you to understand and master the universe in a new
way, the kinds of things John Glenn has to know if he’s goingcalled agapē, the passion for truth and justice, which forces

us to attack existing belief when existing belief causes us to to get into space safely. Then the other thing is technology.
You keep applying these principles. You know a principle,depart from the way of truth, the way of justice. Passion for

truth and justice. you see a situation: “Hey, this principle applies here.” So, you
have the application of technology to make things better, a
known principle. It’s called technology. That’s the one sideThe happiness of creative discovery

When the little kiddie is given a good education, and the of the matter.
The other side of the matter is this thing, this Step Two,light turns on in the child in the small classroom of 15 to 17

students; when the light turns on— Remember, some of you this uncanny, unutterable thing. When you’ve made a discov-
ery, a real discovery as I’ve defined it, like a discovery ofhad classes like that, where the class was good, because the

light turned on in your mind, and in the minds of many of the principle, re-enacting a great discovery from the past, for
example, discovering, how did some Asian Greeks estimateother students. And you carried that through all of life. Despite

all the bad teachers, and the bad classrooms you had, you had the distance from the Earth to the Moon, and the Earth to the
Sun? There’s a discovery involved in that. You’re re-enactingthese experiences, where the light turned on. And you knew

that was happiness. And you achieved the happiness by doing that. So, you experience that, in that and in similar ways. So,
you know about this.this, by solving problems, by concentrating on problems,

when you would say, “I’ve solved it! I’ve solved it! I’m Can you describe the process which went on in your mind
to produce this act of insight, whether it’s a scientific insighthappy! I’m useful! I belong to this universe!” And so, that’s

the first step. or an artistic insight? Can you describe that, in terms which
can be represented? Of course not. Because words, languageAnd, to get to this second step—once you’ve got the habit

of getting to the second step, which is what the real function representation, uses sense-objects. And this takes you beyond
sense-objects. You can’t communicate it, because you canof education is, you’re almost there. Now, if you can socialize

that, and turn the insight into a form where it can be tested: not peek into somebody’s head and see thinking going on—
especially in some heads in the Congress. But generally, that’sproof of principle of experiment. The same thing is true in

science, the same thing is true in art. the case: You can’t see the mind working, doing that. You
can know, because if you could experience the same thing,Some of you worked for a living, I presume, some time

in your life. I mean actually worked. And, most work had an you know somebody else did the same thing. So, you have a
kind of idea-object in your mind.aspect of drudgery, or it had something which frustrated you,

something that made you unhappy. It had to be fixed. “This But you know that this difference is what makes you hu-
man. This is what makes you happy, as opposed to pleasure.is wrong. This is not the way to do it. There must be a better

way to do it.” Right? And you worked on those problems. This is what gives mankind the most productive relationship
to mankind, one person to another. And thus, you find thatAnd you had fun.

You used to find, in the old days, back even in the postwar Classical art is placed in a position above science. Why? Be-
cause Classical art deals with the question of how humanperiod, the suggestion boxes of the factories, especially where

you had fairly skilled people working in these places, the minds interrelate in the process of discovery, including scien-
tific discovery and artistic discovery. It’s through art, andsuggestion boxes were filled with some very ingenious ideas,

which were worked out by people largely in their spare time, Classical forms of art which deal with this question, with
mankind’s morality, as you see in the whole history of art, inwho were ordinary working people, who actually would go

through, with their friend and so on, and they’d work through, the emergence of poetry and all of these forms which we call
art. You see the struggle of mankind to do this, in which heand they’d really work through a problem, and they often

would come up with something quite valid, in the application always finds a metaphor, or the equivalent of a metaphor,
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poses it, and develops an idea. Not a sense-perception, not They say it’s not important to maintain a family standard.
The White House says it’s fine for people to have three jobs“just the facts, ma’am.” Not Sergeant Friday, but a real con-

ception of an idea. And man then has an understanding of to work. More jobs, the economy’s better off. But who’s at
home, minding the children? What do you see in the hellholeshow you can bring together people, around ideas; because

society, man’s ability to act together, is based on acting on in our ghettoes of our cities, where people are being dehuman-
ized, because there are no family relations? What do you seeideas, not on suggestions, not on formulas, not on programs,

not on recipes, but ideas. And thus, art is the highest form of in marriages that don’t stick, because there’s no happiness in
the marriage, there’s only pleasure? We’re a pleasure society,science, because it is art which pertains to the mechanism by

which we understand one another, by which we’re able to not a happiness society. The happiness of discovery, the hap-
piness of beautiful things is denied to us.work together to collaborate, to apply science and its develop-

ment to the mastery of nature, for man’s benefit. So we have to look at the totality of man, the totality of
man’s relationship to man, and to nature. That’s economy.

Remember, you’ll recall this (Figure 24) from the yearThe essence of economy
And, that is the essence of economy. It is the accumulation before last. Laurence Hecht, who is reposing in prison for

having done nothing wrong—that’s, I guess, the biggestof these kinds of discoveries. On the one hand, discoveries
which pertain to physical principles, the principles of the uni- crime you can commit these days. If you didn’t do something

wrong, you really are bad. You’re not “with it,” shall we say,verse. And God has so organized the universe, that when we
make one of those discoveries, the universe has to obey us. in this day of techno-dancing. For some years, he concentrated

on this work of Gauss and Ampère, and Weber, WilhelmIt’s called dominion over the universe. We’re in the image of
God, we’re made, each of us, in the image of God. There are Weber, which is something which had been brought to our

attention some years ago, back in 1975, ’76, by a fellow whono races among human beings. There’s only one human race,
which all has this one thing in common. We are made in the was later deceased, Professor Moon from Chicago, who,

among other things, worked on thefirst Fermi pile in Chicago.image of God by virtue of this power, which no other species
has. And, by this power, when we make a valid discovery, And we were having a big fight with a lot of people then about

inertial confinement. And I said, “It’s crazy, it’s absurd, it’swhich we can validate, the universe is obliged to submit itself
to our will, to obey us through that discovery. Isn’t that beauti- formalist.” And he said, “You’re right. You’ve got to look at

Ampère, the Ampère principle.” So we got into this thing.ful? And, that is man; that is man. That is man’s relationship
to the universe. And it is from that, that economy springs. And what Laurence did later, was to, with the help of Jonathan

Tennenbaum and others, track down the exact work of GaussAnd you have people who say, “Well, we don’t want to
educate people above their station. We want to educate people and Weber on Ampère’s work, to demonstrate that there’s a

principle in electrodynamics, which is not included in formalfor practical purposes. We want to know what they’re going
to do in life, and then we’ll give them that kind of education. electrodynamics instruction today, which is called the longi-

tudinal force, or the angular force. And to measure that pre-We don’t want to educate them as human beings. We don’t
want to educate them to know what it is to be a human being, cisely.
in the sense of understanding science, of understanding art;
to understand man’s relationship to man, man’s relationship The education of ‘little angels’

So, this is what we’re talking about in economics (Figureto the universe.” Give me people who understand that, up to
the level of art and science as we’ve known it so far, and 25): more personal time expressed in terms of what? Of the

application of ideas to sense-perception. In other words, theyou’ve got everything. You’ve got an educated person,
you’ve got a civilized person, who can do all kinds of things; ratio of idea-content to sense-perceptions, in your experience,

is a measure of your cultural development. What does thatwhich we don’t have any more. We’re destroying them in our
education system. mean? That means that if you’ve had, for example, a histori-

cally oriented humanist education in the history of science,And yet, there are those who say we can economize on
education, those who say it’s right to have both parents work- mathematics, and so forth, a historical sense of the history

of Classical art forms, an understanding of history from theing two to three jobs in the family, to deny the children the
nurture which comes from the relationship of ideas within the standpoint of the history of ideas; and that if you’re looking

at each thing that confronts you in life with that knowledge,family. The family is the most important and first educational
institution. And it’s the relationship, the agapic relationship proximate to what you’re doing, then you have thereby in-

creased the ratio of the density of ideas, that is, actual ideas,among parent and child within the family, which is an essen-
tial part of the development of the moral character of the child. to sense-perceptions. Whereas, an animal has—what? An an-

imal has no ideas, and lots of sense-perceptions. Above thatNot moral in the sense of “do’s and don’t’s.” You can print
those on a blackboard. But a moral sense of what it is to be a is a rock star, who has almost no ideas, and lots of sense-

perceptions, until they burn the senses out of him.human being, a moral sense of why one generation does things
for another generation. So, that relationship: more years devoted to education.
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FIGURE 24 FIGURE 25

Personal development expressed inGauss’s measurement of angular force
inequalities

MORE personal time expressed in terms of
development and application of ideas, relative to the
time expressed in terms of sense-perception.

MORE years devoted to education.

A GREATER portion of time spent on social
relations devoted to ideas and their development
and application.

MORE leisure-time in the household devoted to
ideas.

GREATER rates of new discoveries of principle of
physical science and Classical art-forms.

time,” they come from all time. To Earth. God says, “You’re
leaving Paradise today.” “Oh, yeah? What am I going to do?”
“You’ll find out.” [Laughter] “You’re going to be born, and
you’re going to live a temporal life, but only for a short period
of time. And you’re going to perform a mission. But you’ll
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find out what that is. And you’re going to solve a problem.
You’re going to find out what that is, too. Then you’re goingSource: 21st Century Science & Technology.
to come back.”

The 1830s experiments of Carl Friedrich Gauss and Wilhelm So, what do you do? You educate the child in that sense:
Weber, to test A.-M. Ampère’s electrodynamic theory, led to the The child must, to the degree possible, have a sense of being
conception of the electron and the atomic nucleus, more than 50

a person in all history, in the sense of mankind as a processyears before their empirical confirmation.
of development. They must think of a link among all peopleShown here is Gauss’s mirror and telescope apparatus, which

permits very precise measurement of the angular deflection of one who have made contributions in the past, whether in the inven-
magnet by another (Ampère had demonstrated that such an tion or development of language, or whatever, as coming into
angular deflection occurs using two electric coils, thereby the time that this child is going to come into this—that this
validating his hypothesis that magnetism is generated by an

little angel is going to descend into this temporal existence.electrical current). A mirror is attached to the axis of the compass
And the child wants to come in with the sense, “Ah! I comeneedle (2). A telescope is placed with its optical axis in a line with

the magnetic meridian. In rest position, when the axis of needle 2 from history!” How do you do that? You give the child an
is aligned with the magnetic meridian, the mirror reflects the mid- exposure to ideas, which represent discoveries of important
point of the meter stick into the telescope. When the presence of ideas in the past in history. “I come to you from history.”
needle 1 causes an angular deflection of the second needle

“What are you coming here for?” “Oh, to help future history.(pictured), the resulting rotation of the mirror causes it to reflect a
So I’ve come here to fix up the present from history, for futuremore distant part of the meter stick into the telescope. The very

small difference registered is not admitted by the British school of history.” That’s the first thing you require.
James Clerk Maxwell. Now, the little angel knows that they’re going to come

and go, going to be born and die. But the little angel is happy,
because that’s what a little angel is supposed to do. He’s
supposed to come here, figure out what his mission is, makeMore density of ideas means education. It means a certain

kind of education. It means that thefirst thing in your program his own wings, if he’s going to have any. Find out what the
problem is, fix the problem, and leave. And the little angel isof economy is an educational system, and the educational

system must give the human being a sense of being an angel. happy to be a little angel. So, the first thing you want to do, is
you want to educate our children to be little angels by thatThe little child must become an angel. The mother suspects

that, but nonetheless, you’ve got to make it real. method. The first requirement of economy.
Secondly, you want to increase the magnitude and theA little child becomes an angel—how? By becoming a

person who is visiting Earth to do a job. And they’re visiting power of this little child, as it becomes an adult. More years
of education. That means the parents have to live longer. IfEarth from all time. They don’t come from “some place in

EIR January 30, 1998 Feature 37



you have a very short life expectancy, as you have in poor
societies, you can’t educate children for 15, 25 years of age.
You have to have a long-lived, healthy population. You’ve
got to develop the population. You’ve got to decrease the
amount of time that you have to spend on menial labor. You
have to devote more time to ideas, and their application.
That’s what human beings are all about. You don’t want to
learn how to do the same thing your grandfather did. That
was your grandfather’s business. That was his joy. You’re
supposed to do something else, something better. What, was
he wasting time, that you’re going to repeat what he did? No.
So, you’ve got to devote more to ideas, to improving society.

You’ve got to have more leisure time in the household, or
in equivalent parts of social relations, where people can be
people, be human. You’ve got to increase the rate of discover-
ies and their application to society. Why do you go into space?
Because it’s there. Not because Hillary’s there, but because
it’s there. Because you have to keep finding the new frontiers,
you have to find out the new things that you haven’t found
out before, because mankind will need these things. So, if

FIGURE 26

Anti-entropy expressed as inequalities
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S = “free energy”

V = Operatives “energy of the system”

C = Capital “energy of the system”

they’re in front of you—if the mountain’s there, you climb it;
if the sea is there, you cross it. If the discovery is there to be
made, you make it. And you’re all happy because you did it.
You don’t have to know what the purpose is; you know the the top line. And as you go from one cycle to the other, you

must either increase, or at least maintain that ratio, because ifpurpose is to make discoveries to make life for human beings
better. And that’s economics. it declines, your society is going to deteriorate. And you have

certain conditions in that, inequalities we call them, that the
surplus, or the free energy in the second state must be greaterThe inequalities of extended reproduction

How do you measure this? Figure 26 is from an old text- than it was in the previous state. The amount of labor required
to produce the same result must be less in the later state thanbook some of you remember. Now, we have a certain produc-

tivity per capita, per square kilometer. That involves a cost: the earlier state. And the total amount of improvement which
is required to make this possible, in terms of improvementYou have to have a certain level of education, you have to

have a certain level of culture, you have to have certain tools, of land, infrastructure, investment, energy density, all these
kinds of things, will increase.and so forth. This divides itself into two costs: the cost of

maintaining the individual person, and the cost of providing Now, in a closed system, which is of an entropic or me-
chanical form, this does not occur. The only place this occursthe development, the environment, the tools, and so forth,

which are needed to enable that person to have that level outside of society, is in living processes generally, that is, in
the biosphere, biological processes in general, in which youof productivity.

So, these are two things. These are called “energy of the have the same form. That’s the nature of economy. And there-
fore, we invest, or we plan economy to produce that kind ofsystem.” One is operatives, the people who produce, who

require a certain standard of living, culture, and conditions of result. That’s our goal; not some amount, not some dollar
amount.work. They require certain conditions in society: transporta-

tion, infrastructure, agriculture development, land develop- In other words, you get a figure like this (Figure 27). Just
historically, to put this in linear terms: Of 100 percent ofment, factories, all the things that go with it. So you have

these two elements of cost: V and C. This is what it takes to the total inputs and outputs of society, the improvements in
society, land improvements, capital improvements, are con-produce at a certain level of productivity at the present time.

We want more; we just said we want more. So we have to stantly increasing per capita. The amount of labor required
per capita to produce the result, the same result as currently,produce more than we consume, to maintain that level of

productivity, in terms of people, in terms of conditions of is always decreasing. In order to maintain the ratio of free
energy to energy of the system as a constant or improving,production, society in general.

There are going to be some changes. The changes follow that has to grow. These are the requirements which an econ-
omy must satisfy, in order to have a true profit and true growth.a certain form, which I call anti-entropic. These are things that

don’t happen in mechanical systems. You have the surplus, or Modern society is really rather young. Until some hun-
dreds of years ago, about the Fifteenth Century, the conditionthe free energy, the ratio of that to the combined costs. That’s
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monarchy upon the House of Hanover. It’s called the Act of
Settlement. That’s the British constitution. Otherwise, Britain
is a perfect empire, in the sense of Babylon. Just as the early
Christians referred to Rome as “the new Babylon,” so you
can refer to Britain as “the new Babylon,” or “the new Rome.”
It’s in an empire, because it’s based on a pagan pantheon,
like Rome, like the Cult of Delphi at Greece, like the pagan
pantheon of Babylon, in which you had groups of pagan gods,
each one generally assigned to some group of people which
constituted a nation or a culture.

The one thing the emperor must not do, or the tyrant, or
whatever title he had, is, he must not offend the oligarchy,
because he is the executive agent of the oligarchy. Therefore,
he acts in their interests. Secondly, he must show respect
for custom.

What is custom? It is the legalized aspect of pagan reli-
gion. That is, each pagan group is entitled to have their own
ethnic religion, just as William James of Harvard, that pig,
describes religion in The Varieties of Religious Experience.
You create and synthesize a legalized religion, which is

FIGURE 27

Anti-entropy expressed graphically
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shaped and adjusted to manage the people. But you must show
respect for that religion, just as the Romans did. The Roman
emperor, and the Roman tribunes for him, had to show respect
for the customs, the religious customs.of man, as far as we know it, throughout this planet, about 95

percent of the human race, in all stages of known, archaeologi- And that’s what Britain is. It’s an empire. It administers
different classes of people, subjects. There are no citizens,cally known or historically known society, 95 percent were

serfs, slaves, or, as under the Aztecs, worse. The condition in they’re all subjects. It lords it over a British Commonwealth
which consists entirely of subjects, which is still under thewhich man, the individual in society, was treated as human,

because they were human, is a very recent condition, and one British monarchy, the British Privy Council. They have legal-
ized religions, which are administered by the Church of En-which has not been realized in full to this day. In former

society, you didn’t have nations. A nation in ancient society gland, which is the first division of the Privy Council, the first
division of the empire. The World Council of Churches, forwas not a nation in the sense we mean “nation” today. Nation

essentially meant something like ethnic group or race, or lan- example, is a branch of the British Church of England hierar-
chy. It’s the one world government branch. It might be calledguage group. It didn’t mean nation in the sense of nation-state.
the “William James Branch,” because what it does, is to adjust
religions, legalizes religions to determine what forms of reli-The imperial model

In most empires, most societies we know of, from the past gious belief are acceptable to this imperial system. And it tries
to bring about changes in every religion it touches, to make it8,000 years in particular, these societies were all imperial

societies. The word “imperial” has a very specific meaning, conform to this one-world standard, imperial standard.
So, that’s what the world was like, and that’s what Britainwhich is not out of the Marxist lexicon; but the original mean-

ing. “Empire” essentially means an oligarchy lording it over is like today. But Christianity was different. Christianity was
the first case in which, in actuality, the individual, humana bunch of cattle called human cattle. These human cattle

were composed of so-called nations, or cultures, subjects. individual was regarded in actuality as each and all made in
the image of God. And the Christian apostles spread this idea,They lived as serfs, or they lived in some other indentured

form. They were not treated as fully human. They did not but there was a lot of resistance to it, naturally, from the
various Roman empires and Byzantine empires.have souls; not truly.

The societies were administered by a pagan pantheon. And so, it was not until the Fifteenth Century that this idea
actually began to assume political form: the idea of a nation-What they would do, is assign each person, each group of

people, a legalized religion. I specify legalized religion: It’s state in which every person was equally moral, in the sense
that it was considered that each was made in the image oflike legalized dope. In which they would say— There was no

constitution in any ancient society, as in Britain today. There God. The power of cognition. That each should be educated,
that each should have the opportunity to express themselvesis no constitution in Britain; there never was. Never existed.

The constitution in Britain is the Act of Settlement, where the as, as I was saying earlier, an angel.
The first country in which this was actually practiced, inoligarchy, under that tyrant, William of Orange, conferred the
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approximation, was France under Louis XI. And, out of a long Van Buren; the worst of them, of course, were Pierce and
Buchanan, and, of course, our dear friend, who made the warprocess, they came to the United States, because in Europe,

the European oligarchies were so strong, both the landed aris- with Mexico.
But, in Lincoln’s time, decades after that, after all this eviltocracy and the financier aristocracy, that the people of Eu-

rope, even the great patriots, could not successfully build a that occurred, Lincoln was able to call forth the principles
upon which the republic was founded, in a time of crisis, tonation-state. The first nation-state, true nation-state estab-

lished on this planet, was the United States, by a group of rebuild the nation. Then we were corrupted again: We got
Grover Cleveland. Grover Cleveland was a spawn of the Con-people around Franklin, who used the advantage of being

remote from the aristocracy of Europe, including thefinancial federacy, a thoroughly evil man. And the fact that he could
be elected, indicates that evil had taken over the country.aristocracy, to found the only nation-state on this planet

which, so far, was founded upon a principle, a principle which Teddy Roosevelt was a spawn of the Confederacy. He was
our first Jim Crow President, and he fully deserved that name.is stated, that is, the principle of Leibniz, as stated in the

Declaration of Independence, and the principle of the welfare He was a filthy character, an evil man, who got his job by
assassinating his predecessor, or having it done for him.clause, which is in the Preamble of the U.S. Federal Constitu-

tion. It’s an instrument which is to be understood as Abraham Woodrow Wilson, who, while President of the United States
in 1915, refounded the Ku Klux Klan in the United States,Lincoln understood it, and as Martin Luther King understood

it, understood Lincoln. This is the first nation-state which, as personally, from the White House. Calvin Coolidge, who was
no better. Hoover wasn’t so bad, he was just a Republican,its heritage, has a commitment on principle to form a state

based on the principle that every man and woman is made in and that wasn’t too good.
Then you had Roosevelt, who, in a time of crisis, was ablethe image of God, by virtue of the power of cognition, and

must be educated, and must be given the circumstances of to call forth from those of my generation, that same dedication
as from Lincoln’s time. As a matter of fact, you recall: If youlife, political circumstances of life, which accord with that.

In Europe, for example, you don’t have real nation-states. studied in the northern states, in particular, how many of you
of my age, or approximately that, say, in the eighth grade,Oh, you may have approximations of them; but they’re not

real, because you have parliamentary government. What is a learned the Gettysburg Address? How many of you went to
war with the image of Lincoln in your mind? How many ofparliamentary government? A parliamentary government is

like a pagan pantheon. It’s an accommodation between the you in that time looked at what we saw overseas, in the world
around us, through the eyes of memory of Lincoln? Howrepresentatives of the suppressed peoples, called the Parlia-

ment, and the executive, which actually runs the joint. So, many of us identified our patriotism with Lincoln? And that
began to end in about 1963, with the assassination ofwhat you have, is a compromise, under which the suppressed

people are saying, “These are our ancient customs, O Over- Kennedy.
The civil rights movement was energized—why? By mylord. You must let us have the rights to these ancient customs.”

generation coming into the White House, in the form of Jack
Kennedy. And Jack Kennedy, with whatever else he was,American exceptionalism

We in the United States, not merely because of the power represented a revival of our commitment during the war, to
deal with evil as we saw it in the world, the evil which Trumanof the United States, despite our wrecked condition today, but

because of our tradition and heritage, have a unique responsi- had allied us with, and the evil which Mr. Eisenhowever did
not want to deal with, because he had two loyalties, the Unitedbility, a moral responsibility on this planet. We’re the only

nation-state thus far which was formed and founded and dedi- States and the British, and he was always conflicted on
those issues.cated to this principle, that every man and woman is made in

the image of God, and that we must have a system of social So, we have this within us still. And I would hope that
those of you who sometimes feel weakened because you’rerelations, and law, which is based upon that as the fundamen-

tal governing principle of the nation-state. That is what the in your seventies, or sometimes older, realize that you are
extremely important, and you have a resource in the fact thatnation-state properly exists to enable.

Despite the fact that we have turned rotten at many times you have embedded in you, the ability to call forth that legacy.
For example, let’s take my case in particular. I had a great-in our history; as we saw as the case with Lincoln’s leadership

during the middle of the last century, we see that, embedded great-grandfather, who was born about the time of Abraham
Lincoln, who became somewhat notable in the civil rightsin us, we have this heritage, this legacy, which we have found

it possible to summon forth from within us, in certain times movement of the time, in running an underground railway
station, north of Columbus, Ohio. This was a strong figure,of crisis. It was decades from the time the United States had

a patriotic government, until Lincoln was elected. From the who was associated with Henry Clay and others during his
time, who was the dominant topic of the dinner table of anytime of the end of the administration of John Quincy Adams,

we had no patriotic government of the United States. The meeting of the family on the maternal side. So, from that time
in the 1920s, when I was a boy, I had embedded in me aPresidency was occupied by fools and traitors: Jackson and
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knowledge of this man and his history, and the kinds of things In the United States, we had a form of government which
was not oligarchical, which reflected an anti-oligarchical tra-that were done in his time and afterward; so that, today, as I

approach the end of the century, in my own family, through dition, a government of principle; whereas in Europe, you had
people who were struggling, and sometimes heroically, tomy own internal family traditions, I span personally about

two centuries, in terms of personal knowledge. I don’t look create a nation-state, but failing, where the form of govern-
ment itself was unprincipled, and which represented nation-that old, but I do span that, in terms of my childhood expe-

rience. state economy, but with oligarchical topmost characteristics.
And if you think of yourselves, those of you who are older

or younger, you can apply the same lesson: that you do have The business cycle
This relationship is the reason for the so-called cyclicala recollection, you do have a knowledge of changes, cultural

changes in this country. And therefore, you can reach back, form of the business cycle. What you would have, is, you
would have a form in which production, up to a point, wouldsomewhere in the process of your educational experience,

you can reach back and tap, andfind out, particularly if you’ve grow (Figure 28); but the financier element would tend to
constantly increase. And you would get a crisis, in which thetravelled abroad or dealt with foreign countries, as I have.

You can compare. You can say, “Hey, we have something monetary system would tend to collapse, which was called a
cyclical depression.here, which we have betrayed, we have lost. If we call it forth

again, it’s a great power among us, and we have to do that, Now, as long as the production element was considered
essential to society—and this was particularly notable infor the sake of humanity, at this time.”
cases of war. When people were going to have a war, nation-
states were going to have a war, they had to get the economyThe grip of the financier oligarchy

What’s the problem in Europe related to this? As a result cranked up, they had to get production cranked up. That’s
what kept us from collapsing before, was war production.of our isolation and weakness, we developed among us a

treasonous crowd, which formed an American oligarchy, a Otherwise, we’d have collapsed into hell a long time ago. It
was the military arms production, which kept this economyfinancier oligarchy, chiefly, which consisted of Boston and

Connecticut drug-runners, who became the so-called blue- from collapsing over a long period of time. So then, you would
have a threat of war, or some other crisis, so people wouldblooded families. They couldn’t get any red blood, so they

had to get blue. Then you had the Manhattan bankers, who say, “We’ve got to get production going again,” and they
would put checks on the financial excesses, they would bank-were typified by Aaron Burr, who were deliberate traitors to

the United States. Burr, for example, Morgan, the House of rupt a bunch of financial creatures, and what not, and get
started again.Morgan, and others of that type, were outright traitors to the

United States. And they still are so inclined to the present day. So, you would have the business cycle crisis, the boom-
bust cycle, where you would have growth for a period of time,Then you had the southern slave-owners. And they were a

real pack of things. I mean, a yellow dog would look down but then the cost of the parasitism of the usury would depress
the economy. You would have a collapse because of the greaton them. A yellow dog wouldn’t use them for messages, not

a self-respecting one. This was evil. growth of financial assets relative to production. You’d have
a collapse of the economy, and then somebody would say,But then, you look abroad at what was supporting these

British types, these pro-British types in our country: the oli- “Let’s get it going again, because of this danger of this war
or that war,” and we had the business cycle.garchy. Look at Europe. Europe was never able to develop a

pure nation-state. Why? Because they were never able to get The healthy economy would be of a type like this (Figure
29), where this is the American System, as Hamilton andrid of the relics of the old feudal oligarchy. They did some-

what diminish, over the course of time, the power of the others defined it, where the growth of production aggregates
has to be the highest rate of relative growth in the economy.landed aristocracy, but they never got rid of the financier

oligarchy. And the financier oligarchy was able to constantly You must manage it so that you have efficient monetary circu-
lation, but you must set the rules so that the growth offinancialimpose its power upon the governments of Europe, so the

governments of Europe became quasi-nations, which had a aggregates is contained. You have to have financial aggre-
gates; you issue stock, for example, to float private compa-financier oligarchy of the Anglo-Dutch type, squatting on top

of them, sucking the blood out of them, with this financial nies, things of that sort. But you have to regulate it tightly, so
you do not get a financial cancer becoming a bloodsucker onusury of various forms, while, underneath, you had people in

Europe who were struggling to develop a nation-state form. the economy. In Europe, you couldn’t do that, because the
bloodsucking class was the topmost class. The bloodsuckingSo, what you had was a two-phase nation-state: You had

a symbiosis between the host and its parasite. The parasite, class in the United States was, traditionally, the Boston bank-
ers, the Boston Brahmins, the Manhattan bankers, and thethe financier oligarchy; the host, the national economy, the

people who produce things, the real inventors, the investors, southern slaveowners, and people like that. And they were
a class.the producers, the farmers, and so forth.

EIR January 30, 1998 Feature 41



FIGURE 28

Cyclical triple curve

+

–

Financial aggregates

Production

TimeMonetary aggregates

FIGURE 29

Normal triple curve for healthy economy

Production

Financial aggregates

Monetary aggregates
Time

+

–

Nineteenth Century, a principle of leadership was introduced,The time the United States had the greatest impetus for
growth, was 1861 to 1876, under Lincoln, when a large chunk which is quite different than what people think of as war

plans. You know, people think of war plans, where you haveof the most evil class in the United States, the slaveowners,
were politically defeated, and we had a chance to grow. And everybody down to the sergeant programmed for what they

will do on Day One, Day Two, Day Three, Day Four. But,that, generally, is the model that was copied in Europe, in
Germany, in Japan, in Russia, France, and Italy. It was the this system was quite different. It’s called the mission tactic

approach.American System, as the Lincoln model, the Lincoln-Carey
model, which was copied in Europe, which is the idea of The first one to develop this, to introduce this to warfare

in a formal sense, was Lazare Carnot, during the period hethe modern industrial machine-tool-driven modern economy.
And, all that requires, is these principles, which means that was the Organizer of Victory in charge of the French forces,

and turned an inevitable French defeat and conquest and dis-the emphasis is on production. And you keep financial aggre-
gates, by taxes and by regulation, or whatever, keep them memberment, into a great military victory. But, von Schlief-

fen refined this considerably, which is why the German armyfrom growing too much, so that they don’t become a parasite
on the economy. And make the monetary process efficient, was so tough to defeat, because down to the sergeant level,

the platoon sergeant level, in the First and Second World War,so that it serves the purpose of circulating production, com-
merce, and not something else. the German platoon sergeant, or whoever else was in the line

of command down at that level, was perfectly capable ofSo, those are the three models, the three basic models: the
Triple Curve model I indicated, the normal cyclical model, in conducting a war on their own, without any war plan, because

they’d been trained in mission tactics: knowing what yourwhich you have this bisexual society of humans and non-
humans, with the non-humans on top, which is the cyclical mission is, and knowing what your capabilities are, you are

trained to use your own mental processes, to find out the bestform. And this is the form we have to have, which we can
have coming out of a great crisis: We simply bankrupt these way to deal with that problem. And therefore, instead of the

guy waiting for orders on what to do, the sergeant, the platoonguys, we wipe the paper out, we get the economy going, and
you have a good, efficient monetary system, well-regulated, sergeant, for example, knows that he has got the responsibility

for doing what has to be done, and he knows what his missionand get our business of production along the lines I’ve indi-
cated. is. That’s what he has to know.

So, we’re in that kind of situation. There are some people
who say we should submit, I should draft or so forth, or weThe issue of leadership

The question is: How do we do this? What’s the principle should submit to Washington a complicated plan, which tells
the Clinton administration what they have to do on Day Minusof leadership involved? In Germany—this actually started

with Carnot, but in Germany, especially formalized under Two, Day Minus One, Day Zero, Day One, Day Three, and
so forth, in dealing with this monetary crisis. That obviouslyvon Schlieffen, Graf von Schlieffen, in the latter part of the
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won’t work; because, first of all, Clinton is not capable of system was introduced in Germany, that the German platoon
sergeant was considered the leading combat soldier ofdoing that. And besides, situations are going to be much more

complicated and much more fluid, so that you can’t plan in Europe.
Now, the same thing applies in economics. The issuethat mechanistic way, in any case.

So, how do we get out of this mess? If there’s no master here, as in the training of the platoon sergeants and com-
manders— For example, von Schlieffen divided the corps,plan that anybody could devise to present to the Clinton ad-

ministration—and if they don’t do it, it’s not going to happen, which was the original unit of combat, and made the division
a smaller unit of combat, and placed the mission tacticsbelieve me. There’s no place else on this planet, is this civili-

zation going to be saved, if the Clinton administration doesn’t responsibility on the general in charge of the division, to a
degree which had never been true before. That gave thedo what it must do. There’s no other agency on this planet,

which is capable of organizing a group of nations to prevent German division a punch and a combat capability which
other armies lacked.us from going to hell in the course of the next year or two,

totally, this planet as a whole. But the key thing in this whole business, is not the
romance and glory, and clash of arms. The key thing is:And you’re not going to do it by submitting a secret plan

to Bill Clinton. Because he’s not capable of carrying it out, Have you introduced the proper axiomatic assumptions on
which the people who are going to make the decisions, areand if he were capable of carrying it out, it probably still

wouldn’t work, because the complexities of a human situa- going to operate? That’s what I’ve dealt with today. I’ve
dealt with, in a preliminary fashion, identification of thetion, the complexities of the planetary situation are such, that

you can not work that way. You have to have a much more axiomatic assumptions about the nature of man, the nature
of ideas, the nature of economy, which govern the way thatflexible approach, which is applying to economics and poli-

tics, the principle which is called the mission tactic, in terms anybody who is going to run an economy or deal with an
economy, is going to react.of military command.

How does this mission tactic work? We have been dis- In other words, if I wanted to create an army of people,
who were going to go out there and take this economy over,cussing principles, principles of science, principles of art,

which are principles in culture. Now, these principles act on and run it for the people: You want people who are going to
respond to a situation, to make decisions that conform tothe mind, like the axioms of a geometry, of a formal geometry:

When you’re faced with a proposition in a formal geometry, certain axioms, or axiomatic beliefs. And they’re going to
have to know how to change and improve those axiomatic be-you judge the proposition, as to whether you approve it or not,

based on the lack of inconsistency between the proposition as liefs.
proposed, and the set of axioms which determine, reflect, your
system of belief. If the proposition is consistent with your Our function

That’s our function. It’s a difficult function for manysystem of belief, its axioms, you will tend to accept it as valid,
and treat it as a theorem, and act upon it. Americans, because they don’t think in axiomatic terms. They

think in rules. We’re formalists. Americans are formalistsWhat if the proposition is correct, and you have the
wrong beliefs? You won’t accept it. That’s the problem of until they let their hair down. Then you don’t want to know

who they are. Like I used to find out when I’d meet thesethe Clinton administration. It will do no good simply to
present them with a plan, because any plan you present, military guys: You’re having a serious discussion about stra-

tegic questions, as we were back in the 1970s and 1980s. Andwhich is valid, they will not accept, because it will conflict
with some of their cultural prejudices. So, don’t go about they would say, “Let’s go let our hair down.” Ugh! They’d

want to go out and get drunk, and do all kinds of evil things.submitting plans. If they accept them, they’re no good. Your
plan is no good, if they accept it. If they don’t accept it, it That’s letting their hair down, which indicates what the prob-

lem is. They are not very moral people.might be good; if it is good, they won’t accept it. So, why
waste all this planning stuff on them? But the trick here is, you have to have people who think

in terms not of formalisms, but in terms of mission tactics. InWell, again, Carnot. Therefore, the problem in mission
tactics is—how does mission tactics work? Mission tactics terms of: What is the nature of man? Is man a creature made

in the image of God, by virtue of the power of cognition?works, on the assumption in the military field, that your com-
manders, including down to the platoon sergeant level gener- What does that mean? What do you do to ensure that that

capacity of cognition is developed in all people? Education.ally, and the corporal who’s bucking for platoon sergeant,
each understands and accepts a system of belief, which consti- What does that mean about family policy? What does that

mean about wages policy? What does that mean about librar-tutes the axioms of military combat decisions, and logistical
decisions. Therefore, if that is developed in that commander, ies? What does that mean about classroom size? What does

that mean about the kind of employment you want in yourthat non-com or officer, then you can rely upon that non-com
and officer, in that degree, to respond to an unusual situation, community? What does that mean about what you’re going

to pay for, in terms of employment, or not?with an appropriate response. And it’s to the degree that that
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Are you going to allow support groups infesting your
Documentationschoolroom? You’re not going to allow support groups any-

where near a schoolroom. You’re going to keep child molest-
ers and support groups away from schools; and people who
pass out Ritalin, and things like that. Because you’re going to Financial aggregates:think in terms of these values. You’re going to think about
more; you’re going to think about increasing the productive the derivatives explosion
powers of labor. You’re going to try to think about how you
get these funny people, who seem to have very strange behav-

John Hoefle, of EIR’s economics staff, addressed the Schilleriors, to see themselves as human, to shape society so the guy
in the street, who’s acting like an animal, if he can be rescued, Institute conference on Jan. 18, on the topic, “The Bubble Is

the Disease.” When you talk about “economics,” he said, mostcan be rescued, to recognize himself as human.
So, you have to think in these terms that I’ve discussed people have no idea what you’re talking about. They think

you’re talking about money! Yet the hyperbolic growth of thehere, just outlined, because this is a matter which could take
weeks and months of discussion. But you’ve got to think in derivatives market is one of the most dangerous indications

that our economy today is very, very sick.these terms.
My job is to try to get the President of the United States We reprint here a number of Hoefle’s graphs, which illus-

trate the point.to recognize he has to take some advice along this line, take
some counsel on what kind of decision he’s going to make. Figure 1: The collapse of the U.S. real estate and junk

bond markets in the second half of the 1980s, triggered recordHe doesn’t need somebody to make a proposal which he will
reject or accept; he has to have somebody tell him what pro- levels of bank and thrift failures, and threw the U.S. banking

system as a whole into bankruptcy. The Federal Reserve re-posals he should reject and accept, including his own. If we
don’t—if we can’t do that, I guarantee you, you won’t save sponded by lowering interest rates to flood the banks with

money, and arranging a series of mergers of major banks. Butthis civilization. And that’s where we are.
I think we can do that miracle. I think that the fact that even more important was the decision to turn the banking

system into a giant casino, through the rise of the deriva-some of you are here today, who are here, means that you’re
concerned about this, and recognize that only a tiny minority tives market.

Figure 2: Today, EIR estimates that there are some $135of the total population is actually willing to take the lead in
thinking about questions like this. Most people, they’ll fall trillion in derivatives contracts outstanding worldwide, the

bulk of which are held by U.S. and European banks. As ofasleep on you, they’ll drop off on you. They won’t stay around
to think that long. the end of 1996, the United States had some $33 trillion in

But, what’s going to happen very soon? And what is the
one percent, or less, of the population that’s willing to think,
what are they able to do? What have they been able to do in
all history, in times of crisis?

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 im-
potent. In such a time, thefirm, quiet voice of someone among
them who thinks, can be heard. And that’s what we have to do.

I think that the very terror of events will give us, for a
brief period of time, the opportunity to make a fundamental
change in the way our nation thinks about itself and its role,
and that we can move things to the point that even this funny
President of the United States may be willing to take a little
counsel on the kinds of decisions he has to make, and the kind
he has to reject, including his own.

Thank you.

FIGURE 1
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