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From the Associate Editor

For many, if not most, Americans, the Vietnam War is a chapter in
the book of our history that we have kept tightly closed, during the
25 years since American troops pulled out of Saigon. For the World
War II generation, the war marked a painful paradigm shift that ush-
ered in the counterculture and the “post-industrial society.” For Baby
Boomers who reached adulthood during the war, memories of that
time are fraught with shame and guilt—either for having participated
in a senseless and cruel war, or for having avoided responsibility,
dodging the draft and taking refuge beneath the clouds of marijuana
smoke that shrouded the nation’s college campuses during those
years. For young Americans born after the war, the whole thing is
something vague, incomprehensible, and sad.

So, for all of us who have pushed these thoughts and memories
aside, this week’s Feature is areal eye-opener. While chronicling the
legacy of the past, it also points the way to a better future.

Look at the Laotian children pictured on our cover. Though they
were born long after the U.S. bombers stopped flying over their coun-
try, the war is still very much with them. Their “flower pot” is made
from the casing of an American bomb. The whole region is covered
with landmines and unexploded ordnance, which can maim or kill a
person, or their livestock —their livelihood —at any moment. The
United States owes these children a lot; it is to them that the future
belongs, and to them that we dedicate our story on the policies re-
quired to rebuild Indochina.

A happy ending to the story is possible, in large part, because the
LaRouche movement exists. Ironically, it came into being during the
Vietnam War. 1, for one, vividly recall the U.S.bombing of Cambodia
in 1969 as the event that made me decide to become political: 1
realized that something was terribly wrong, in the direction our coun-
try was heading, and that I had better do something about it. Since
that time, the LaRouche movement has developed a plethora of ideas
and proposals, discussed in this issue.

Today, as the global financial crisis rushes in upon us, the urgency
for these proposals is greater than ever before. See Economics, for
Lyndon LaRouche’s comment on the moves toward an Asian Mone-
tary Fund, and also for a delightful report on a conference in Egypt
on LaRouche’s concept of the “New Silk Road.”
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Bankers on New Financial
System: ‘Don’t Go There’

by Jeffrey Steinberg

On May 15-17, hundreds of central bankers, finance ministry
officials, private bankers and brokers, industrialists, and lead-
ing politicians gathered in Washington, under the sponsorship
of the Economic Strategy Institute (ESI), for what one partici-
pant called “Davos on the Potomac,” a reference to the annual
World Economic Forum that draws similar large crowds of
monetary heavy-hitters to the Swiss Alps for a week of semi-
nars and private talks. Among those who addressed the forum
were U.S. Defense Secretary William Cohen, U.S. Treasury
Secretary Lawrence Summers, former Philippines President
Fidel Ramos, and South Korean President Kim Dae-jung.
The gathering of some of the “best and the brightest” of
the trilateral world’s economists and economic policymakers,
unfortunately, had the aura of “Balshazzar’s Feast.” Despite
public warnings from several prominent Asian participants,
and a stark admission by Bank for International Settlements
Managing Director Andrew Crockett, that the world financial
superstructure is reeling from a decade of shocks, and is ill-
prepared to deal with the next, inevitable financial crash, the
majority of participants refused to “read the handwriting on
the wall,” and seriously take up the question of a New Bretton
Woods reorganization of the global financial architecture.
Clyde Prestowitz,Jr.,aformer senior Reagan Administra-
tion Commerce Department official, and founder of the ESI,
had written in the pages of the London Financial Times on
Nov. 2, 1999, that Malaysia had proven all the experts at the
International Monetary Fund (IMF) wrong, and that “there is
much to be gained from studying a strategy for recovery that
rejected IMF prescriptions.” Yet, when Malaysia’s former
Finance Minister Dato’ Mustapa Mohamed delivered a strong
warning about alooming new Asia crisis —this time triggered
by a crash on Wall Street — and chastized the Group of Seven
(G-7) governments in particular for failure to establish a new
global financial architecture, a groundswell of support for
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the more-than-overdue overhaul of the world financial order
failed to materialize.

The Chiang Mai Initiative

Mustapa Mohamed led the Malaysian delegation to the
May 6 Association of Southeast Asian Nations (ASEAN)-
plus-Three meeting in Chiang Mai, Thailand, which estab-
lished an Asian currency pool to beat back the anticipated
nextround of hedge-fund speculative attacks on Asian curren-
cies and markets. According to sources who participated in
the Chiang Mai event, efforts to take up the broader issue of
the Asian Monetary Fund (AMF), including a development
fund that would lend for large-scale development projects in
the region —outside the framework of IMF and World Bank
conditionalities —were stymied by fears on the part of both
China and Japan of alienating the United States.

At the time of Chiang Mai, the forthcoming vote in the
U.S. Congress on Permanent Normal Trade Relations with
China, was weighing heavy on the leadership in Beijing. And,
Japanese officials had come under heavy pressure from Sum-
mers at the recent G-7 meeting of central bankers and finance
ministers, to maintain their policy of zero interest rates, lest
the flow of money into the global financial bubble be dis-
rupted, and a ratchet collapse of the world asset markets trig-
gered.

Treasury Secretary Summers, who, as deputy secretary in
1997, had thrown a public fit against the initial AMF proposal
by Japan’s then-Deputy Finance Minister Eisuke Sakakibara,
is even more adamant today, that no initiatives be taken that
might interfere with his efforts to avert another financial shock
before the November 2000 U.S. President elections. Sum-
mers’s bully tactics on behalf of the unelectable Al Gore,
however, did not stop the officials gathered at Chiang Mai
from taking the first, crucial step, to distance themselves from
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the insanity coming out of London and Wall Street, in particu-
lar (see Kathy Wolfe, “Financial Crisis Prompts Asian Chiang
Mai Initiative,” EIR, May 19).

Furthermore, according to participants at the ASEAN-
plus-Three event, both Japan and China are still committed
to the AMF plan as a whole, and have been encouraging
Malaysia to “take the point” in keeping the momentum for the
broader regional defense against the insanity in Washington,
London, and elsewhere.

In a campaign policy statement that was widely distrib-
uted on May 17 among the ESI conference participants, Lyn-
don LaRouche denounced the bullying by Summers on behalf
of Gore and Wall Street, as “monstrous,” noting, “The efforts
of Summers, Greenspan, et al. have put the U.S. at the throats
of the vital interests of its trilateral partners, continental Eu-
rope and Japan.” He characterized the actions at Chiang Mai
and the motion toward an Asian Monetary Fund as an impor-
tant step toward the realization of a New Bretton Woods sys-
tem, the key points of which he spelled out in the statement
(see p. 6).

Warning Signs Galore

During one session of the ESI forum on May 16, “The
Coming Global Crisis,” a group of well-known financial “ex-
perts” tripped over each other’s feet, in an effort to juggle
the acknowledged evidence of the systemic crisis with the
conference theme: Globalization is a panacea, that will make
us all rich, if only everyone will learn to play by the rules of
the “new economy.”

David Levy, of Levy Forecasting Institute, in response to
a question from EIR’s Suzanne Rose, rejected the idea of
returning to a fixed-exchange-rate system, because the float-
ing-rate system has brought “too much success for too long.”

Steven Roach, the chief economist for Morgan Stanley,
described his role in a New York Council on Foreign Rela-
tions study group on the new financial architecture, but fudged
on any true systemic reform. He did acknowledge that some
concerted action had to be taken against the unchecked flows
of “hot money,” to force more long-term investment. But then
he schizophrenically said,“I am not as concerned about deriv-
atives.”

Nevertheless, in a statement quoted the next day by the
Xinhua Chinese news agency, Roach acknowledged that,
with the “forging of a new axis of leadership between Japan
and China that could have much to say about the region’s
economic and political prowess in the 21st century, Asia is
now taking matters into its own hands in shaping a new finan-
cial architecture.”

Bank for International Settlements Managing Director
Crockett was brutally frank in his opposition to any such
“Asia first” maneuverings. In his luncheon keynote on May
15, he warned that any new architecture must preserve two
key elements of the current, admittedly dysfunctional system:
hegemony of the private capital markets, and retention of the
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IMF system of harsh conditionalities. In a private discussion
with EIR, he lashed out at the idea of an Asian Monetary
Fund, calling it a move by Asian states to “create their own
IMF, with their own conditionalities.” Crockett was equally
adamant that, under no circumstances would he support a
return to a Bretton Woods-modelled system of fixed ex-
change rates.

Crockett had preceded these ravings with a fairly accurate
account of the succession of grave crises that have hit the
world financial system, beginning with the crash of the Euro-
pean Rate Mechanism in 1992, as a result of speculative at-
tacks. He recounted the Mexico crisis of 1994-95, and ob-
served that the same hot-money-driven crash had also
occurred in Asia in 1997-98. By the time the Russian default
occurred in August 1998, Crockett admitted, a “knock-on
effect” had set it, wherein crises in one part of the global
financial system rapidly spread to other areas. The near-crash
of Long Term Capital Management (LTCM), as the result of
the Russian default, almost sank the entire global system,
Crockett acknowledged. And, nothing can stop another series
of devastating crises, he added. “The global financial markets
.. . are not functioning well.”

President Kim: New Architecture Needed

Crockett’s agitation at the idea of a return to a Bretton
Woods sane system had been stoked earlier in the day on May
15, when South Korea’s President Kim Dae-jung delivered
the keynote presentation, via satellite hookup from Seoul.

“I believe that we must firmly establish a new interna-
tional financial architecture as soon as possible,” Kim stated.
“In the international financial markets, where more than $1
trillion are being transacted every day, the efforts of any single
nation are not enough to help maintain financial stability. This
was proven by the crises in Asia, South America, and Russia.”

Kim also repeated recent warnings by Japanese Finance
Minister Kiichi Miyazawa, that the Wall Street bubble is a
threat to the rest of the world. “Recently, moreover, we have
witnessed a prominent phenomenon: World stock markets,
including those in Asia, often act in concert with the New
York Stock Exchange.”

“Iinsist that a hedge fund and short-term capital monitor-
ing channel must be set up, so that major national and interna-
tional financial organizations can exchange information and
maintain close, cooperative relations,” Kim stated.

The clash between the podium globaloney rhetoric that
characterized the majority of presentations during the forum,
and the fears of a systemic crash by many in attendance, was
captured in an informal discussion that EIR had with David
Hale, chief global economist for the Zurich Group in Chicago.
After Hale voiced confidence that the system would probably
muddle through, this writer asked him, “What happens if the
billion dollars a day in foreign capital inflows to the U.S. were
to dry up?” Without blinking an eye, he responded: “The
whole global system would crash.”
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An Asian
Monetary Fund

by Lyndon H. LaRouche, Jr.

May 16, 2000

On the record, I have been in favor of the establishment of
an Asian Monetary Fund, or kindred arrangement, since the
closing months of 1997.Thave never deviated from that view,
and support it more energetically today than at any earlier
time. At the present time, especially in light of the ASEAN-
plus-Three deliberations at Chiang Mai, opposition to the
AMF from the U.S. government would have to be viewed
as monstrous.

The following are the most timely observations to be made
on this matter of the AMF.

1. The presently hopelessly bankrupt world financial sys-
tem, together with the International Monetary Fund in its
present form, are not only hopelessly bankrupt, but the efforts
by such U.S. circles as Treasury Secretary Summers and Fed-
eral Reserve Chairman Greenspan to manage that crisis dur-
ing the short term, have the put the world system on an acceler-
ating risk of either chain-reaction implosion, or a track of
increasing potential for hyper-inflationary explosion like that
of Germany of March-October 1923. The present, stubborn
U.S. efforts to deny those facts are one of the greatest follies
of the past hundred years.

2. The efforts of Summers, Greenspan, et al., have put the
U.S. at the throats of the vital interests of its trilateral partners,
continental Europe and Japan. The strategic hot-spots around
the world are spreading and multiplying, largely as a result
of current Anglo-American strategic policies, the U.S. most
notably at the present moment.

3. There is no hope of avoiding a relatively immediate
plunge into a decades-long new dark age, comparable to that
of mid-Fourteenth-Century Europe, unless a Franklin Roose-
velt-style policy initiative is set into motion now, to establish
anew world monetary system immediately, one modelled on
the crucial features of the way in which the old Bretton Woods
monetary system functioned in U.S.-Western Europe rela-
tions during the 1945-1958 interval.

4. Now, years of valuable time and effort, which should
have been devoted to preparing for, and developing this alter-
native, has been wasted. In this circumstance, the proposal to
implement an Asian Monetary Fund among the ASEAN-
plus-Three partners remains one of the indispensable, new,
regional building-blocks toward the new Bretton-Woods-
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modelled monetary system which must now emerge as the
only alternative to the worst financial, monetary, economic
catastrophe to be suffered by this planet in more than a hun-
dred years.

5. The only kind of new monetary system which could
enable the nations to master the presently onrushing global
crisis would feature the follow leading points:

a. Reestablishment of the principle of perfect sovereignty
of nation-states.

b. Adoption of protectionist measures of tariffs, trade, and
monetary, financial, and economic cooperation akin to those
used successfully in the 1945-1958 measures for the joint
recovery and economic growth of the U.S.A. and western
Europe.

c. The policy of emphasis upon long-term deployment of
state credits, at nominal interest-rates, in support of produc-
tion of capital goods for increasing the physical productive
powers of labor, per capita and per square kilometer, espe-
cially in the so-called developing sector. This represents the
fulcrum of common interest among those nations which had
been formerly technology exporters to the nations of the so-
called developing sector.

6. The potential role of ASEAN-plus-Three cooperation,
through an Asian Monetary Fund, presents us with one of the
several regional building-blocks naturally suited to promote
a global economic recovery and growth under a new mone-
tary system:

a. Japan typifies a nation whose ability to secure the raw
materials and other imports needed for its economy and popu-
lation depends upon long-term markets for high-technology
exports, of physical capital goods, into the developing sector.
ASEAN-plus-Three is a natural mechanism of cooperation,
for both common defense of stable currency-values and for
facilitating the long-term investment in physical capital-
goods development upon which the welfare of the ASEAN
nations depends.

b. Under conditions of crisis, such as the presently acceler-
ating one, policy must place emphasis predominantly on the
long-term mutual interests among trading partners, rather
than the mere accidents of current politics and pre-existing
policies. Itis only in the true,long-term interest of the physical
general welfare of the prospective trading and treaty partners,
that a sane choice of policies and partnerships for the long-
term lies.

I recognize that, for the moment, the majority of policy-
shaping circles in the U.S.A. have relegated the possible re-
turn of national sanity to some time beyond the August Demo-
cratic Party convention, or even beyond the November gen-
eral elections. On the subject of delusions such as that one, it
is important to place great emphasis on the old aphorism:
“Man proposes, but God disposes.” The time for the U.S. to
come back to its senses, is now. Support for the ASEAN-plus-
Three resolutions on the Asian Monetary Fund, would be a
hopeful sign of an urgently-needed return of the U.S . to sanity.
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Egypt Seminar Takes Up
LaRouche, Silk Road

by Hussein al Nadeem
and Muriel Mirak-Weissbach

Ideas work.

Especially in periods of systemic crisis, when entire his-
torical orders crumble, it is not money, or military power,
which determines the course of history, but ideas. Thus, it is
extremely important, that in the current crisis, great ideas, like
that of the Eurasian Land-Bridge (or New Silk Road), be
debated openly among intellectual circles in countries
throughout the world.

Port Said, Egypt, was the venue for a high-level confer-
ence on April 15-17, on “The New Silk Road and Its Impact
on Egyptian Interests.” Sponsored by the Center for Asian
Studies of the Faculty of Economics and Political Science at
Cairo University, the seminar explored various aspects of
the great infrastructure design for rebuilding the historic silk
routes across Asia into Europe, with modern technologies. As
the title of the conference indicates, the papers presented also
went beyond the Asia-Europe relationship, to examine the
extension of the transportation networks and development
corridors into the Arab world, Iran, Turkey, and Africa,
through Egypt. Among the select group of attendees at the
seminar, was the Governor of Port Said.

The conference papers, which are to be published in a
book in Arabic, covered the main geographic and political
aspects of the Eurasian Land-Bridge project. “Russia and The
Silk Road: Opportunities and Challenges,” was the title of the
presentation by Dr. Nourhan Al-Shaikh, who went through
Russia’s view of the development of the New Silk Road. She
started with a reference to EIR’s founder, Lyndon LaRouche.
“In January 1997, prominent American economist Lyndon
LaRouche lauded the project. . . . He stated that it would re-
store life and activity to the world economy, in the same
manner as President Franklin Roosevelt did, following the
Great Depression, to save the American economy. However,
LaRouche emphasized that China would not be able to carry
out this giant project alone, and called upon the United States
to support this project. This means that the U.S. should adopt,
supervise, and sponsor this project,” Dr. Nourhan said.

A speech by Mithab Ayoub, on “Chinese Policy for the
Eurasian Land-Bridge,” developed further the political di-
mensions of regional cooperation around the project, review-
ing the formation of what EIR had dubbed the “Survivors’
Club,” of China, Russia, India, and other Asian countries,
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committed to surviving the world financial collapse through
cooperative economic efforts, transcending bilateral agree-
ments. The speaker presented China’s policy of economic
cooperation with its neighbors, and reviewed the historic visit
of Chinese President Jiang Zemin to Russia, as well as the
proposal by then-Prime Minister Yevgeni Primakov of Rus-
sia, for a “strategic triangle” among Russia, India, and China.
He also raised the question, whether the United States would
join the effort.

Another contribution, from Ridda Mohammad Hillal, on
“Turkey’s Policy Toward the Silk Road,” presented the exten-
sion of the Eurasian Land-Bridge into Turkey, a country, he
said, which the LaRouches had visited, and where they were
highly respected. Hillal outlined rail expansion in Saudi Ara-
bia, Iran, Egypt, Syria, and Jordan.

The British vs. the American System

In addressing “Europe and the New Silk Road,” another
speaker, Sidqi Abdin, contrasted two approaches to European
infrastructure development. The project outlined in 1989-90
by LaRouche, known as the Productive Triangle, was pre-
sented as superior to other, strictly western European ap-
proaches, in that LaRouche’s design would have positive im-
pact on the whole world economy, whereas the isolated
proposals emerging in Europe every now and then, including
the Jacques Delors “White Paper” for enhancing intra-West
European transport, did not take into due consideration, the
impact of the New Silk Road.

“In recent years,” Abdin said, “the discussions about re-
viving the old Silk Road have been increasing. In this context
there was the Chinese strong appeal, and also the call made
by American economist Lyndon LaRouche.” His project was
very ambitious, Abdin said. “Such a giant project would be
very difficult to accomplish if political, and at least, financial
support were not provided by all the countries through which
it will pass. It also requires support from the international
organizations and the major powers such as the U.S., Japan,
and the European Union.”

Abdin detailed the diverse routes that the Silk Road would
take, to connect Asia to Europe. “Therefore,” he said, “it is
obvious that the routes of the New Silk Road start in the Far
East and end in Europe, and vice-versa. This means, that the
two continents of Europe and Asia will be connected as one
landmass through a network of routes, the which has
prompted some people to say that ‘the day will come when
there will be a direct route from Rotterdam, Holland to Ja-
karta, Indonesia.” This means that movement from the far
west of the European continent, to the far east of Asia, will
take hours by land routes and not air.” This, he said, “is what
motivated an economist such as LaRouche, to describe the
New Silk Road project as a locomotive, which could achieve
world-wide development, especially because it passes
through major population and technology centers.” Here the
speaker explained the concept of “development corridors”
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along the routes, which comprise a “land-belt extending 100-
150 kilometers.”

In arguing the superiority of LaRouche’s conception, Ab-
din stressed the impetus provided by it for development of the
whole world, and its overthrowing all geopolitical designs.
“Contrary to the European proposals, the proposal presented
by American economist LaRouche on the Productive Trian-
gle in Europe and its various extensions reaching to the Mid-
dle East and North Africa—even though they will mainly
benefit the Europeans —he views it as a basis for arenaissance
in the world economy, as a model which should be moved to
include every region of the Eurasian continent,” he said. He
lamented the fact that “LaRouche’s proposal for Europe has
not been given enough attention inside Europe itself.”

As were other papers discussed at the seminar, Abdin’s
was far from academic. Indeed, it focussed very finely on the
factional differences in Europe, around the Silk Road concept.
“There are people,” he said, “who say that, inside Europe,
there are two irreconcilable attitudes toward the New Silk
Road, as China has presented this project. The first one is
positive, represented by the German stance. The other is nega-
tive, as represented by the British.” He said that this fact
“surfaced clearly in the conference which was held in Beijing
in May 1996. The positive attitude was most obviously pre-
sented by Helga LaRouche, as a German and wife of
LaRouche, who, due to her great enthusiasm for the project,
has been nicknamed ‘The Silk Road Lady’ by the Chinese.
Through the institute, which she heads, she arranged a confer-
ence in her country on this subject in 1997 to which 150
international researchers were invited.” The negative attitude,
he said, “was represented by the voice of Sir Leon Brittan,
who participated in the conference as Deputy EU Commis-
sioner. He talked about free trade and objected to the Chinese
development model, and demanded that China should stop
using huge investments in the development of infrastructure,
and also demanded that China should abandon its protection-
ist measures and allow the market forces to decide every-
thing.”

Geopolitics vs. Development

A central feature of the discussion, was the historical con-
flict between the British geopolitical approach to Eurasia, and
the pro-development approach. Abdin explained the attitude
expressed by Leon Brittan, by referring to “some people”
who know the history of British geopolitics and “its historical
opposition to the emergence of a continental power, the which
has led to two world wars. They still emphasize that Britain
continues to have the same policy.” Abdin cited articles in the
British press to support his view. He also hypothesized, that
the reason why the efforts of LaRouche remain “as an aca-
demic viewpoint which is not binding for the German govern-
ment,” lies in the fact that Germany and France have sup-
ported the British stance. If Europe is not forthcoming, he
said, then “the Asians must do it themselves, if they are will-
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ing,” and then the question will be, “Is Europe intending to
be a freeloader on the New Silk Road?”

Another attack on British geopolitics came from Dr.
Abdul-Aziz Shadi, in a speech entitled “The American Stance
vis-a-vis the New Silk Road.” Shadi explored the American
attitude toward the project, and located his remarks in the
context of two traditions in Western and American policy
toward Eurasia, and China specifically. “There is another lim-
itation on American policy toward China,” he said, “which is
related to the British legacy toward China and its impact on
American policy toward the Silk Road. In spite of the empha-
sis made by people such as Wilhelm Leibniz, on the fact that
the expansion of Eurasian land-based trade corridors would
greatly contribute to more prosperity for the nations of Eu-
rasia, the traditional British policy — which has many admir-
ers among American policymakers—is to contain Chinese
influence and not to allow China to expand economically
outside its borders. London has never tried to hide this policy,
making it clear that its intent is to destroy the possibility of
establishing an infrastructure for Eurasian relations which
was proposed by Jacques Delors in 1994. It is widely recog-
nized that there is coordination and reciprocal influence be-
tween the U.S. and Britain. In many cases you have people
inside American policymaking circles who are influenced by
British policy vis-a-vis China,” for example,Zbigniew Brzez-
inski. “However, this does not mean that they can determine
American policy, because American interests in this region
are not determined by the historical complexes which control
British policy.”

These two foreign policy considerations, Dr. Shadi
stressed, have dominated “European politics since the Treaty
of Westphalia” in 1648. And in the present context, he said
that for the Americans, Caspian Sea oil pipelines represent a
parody of the pre-World War I Berlin-Baghdad challenge
for the British. Dr. Shadi demonstrated his keen insight into
historical and present relations, by noting that there is one
difference between British policy and American policy, and
that is, that American policy may go along with the idea of
building the Silk Road in order to save their collapsing indus-
trial economy, and to establish fruitful relations with eastern
Europe. That approach, which the speaker called “American
geo-economics,” he said was preferable to British geopolitics.

One message which emerged from the discussions, al-
though not explicitly formulated as such, was that Europe
(especially Germany and France) and the United States
should rethink their policy toward the New Silk Road project.
Another message was that in Egypt, there are serious intellec-
tuals who are dedicating time, energy, and serious concentra-
tion, to thrashing out precisely those ideas, championed by
LaRouche and EIR, which represent the hope for leading not
only their own country, but also the entire world out of eco-
nomic disaster. It is to be hoped that the example set by the
Center for Asian Studies at the University of Cairo, will be
followed by others.
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New Government Bodes
No Good for Russia

by Jonathan Tennenbaum

With the release of the list of cabinet appointees for the
government of newly confirmed Prime Minister Mikhail
Kasyanov, speculations and hopes of a possible turn away
from the International Monetary Fund-style liberal economic
policy line of German Gref and Presidental adviser Andrei
Illarionov (see Prof. Taras Muranivsky, “The Penetration of
Immorality into Russia’s Putin’s Economic Policy,” EIR,
April 14), have ended abruptly. In the new government, Gref
himself has been appointed as head of the newly formed
Ministry of Economic Development and Trade, while the
post of Finance Minister has gone to Alexei Kudrin, a protégé
of the liberal Anatoli Chubais, and who is to “coordinate
all fiscal and economic policy.” The composition of the new
government points to an economic policy which, if anything,
will be even worse than under President Boris Yeltsin.

Just days earlier, in State Duma (lower House of Parlia-
ment) meetings before his confirmation vote, Kasyanov had
made a show of distancing himself from Gref, whose Center
for Strategic Studies was charged by President Vladimir
Putin with drawing up comprehensive economic policy pro-
posals for the government. At the same time, Kasyanov had
called for large-scale infrastructure projects, and indicated
that there were “significant points of agreement” between
the economic policy views of the new (Kasyanov) govern-
ment and proposals put forward by Yuri Maslyukov, particu-
larly concerning the role of state investment in promoting
the growth of the Russian economy. Among other things,
Maslyukov calls for setting up a state-owned Russian Devel-
opment Bank to finance industrial and infrastructure invest-
ments, as had originally been planned under the Yevgeni
Primakov government, in which Maslyukov served as First
Deputy Prime Minister. (That government was ousted on
May 12, 1999.)

In recent weeks, there were numerous rumors and media
discussions about the possibility, that Kasyanov might bring
the Communist Maslyukov into the new government. In
the Duma meetings and again in his confirmation speech,
Kasyanov declared that any further economic reforms must
be carried out in such a way, that they cause no shock to
the population, a third of which, he said, is living below the
minimum necessary to exist. The influential Internet news
service “polit.ru” had even declared that Gref had defini-
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tively lost out in the struggle over future economic policy,
and that Kasyanov had opted for a dirigistic “East Asia
model” involving large-scale state investment and protec-
tionism.

Just a Deception

But no trace of any of this can be seen in the new govern-
ment. The implication is, that Kasyanov’s statements were
just a deception, intended to secure a bigger vote for his con-
firmation in the Duma, and part of the smokescreen of contra-
dictory statements and promises, which the Putin Kremlin has
been maintaining since the beginning of the year.

The composition of the new government also places a
strong negative accent on the measures, just announced by
President Putin, for strengthening the control of the central
government over the Russian regions. In principle, a consoli-
dation and strengthening of the Russian state, in the face of
rampant lawlessness and even separatist tendencies in the
regions, is urgently necessary and would practically be a pre-
condition for actually carrying out a dirigist mobilization of
Russia’s economy. But, such a centralization would also be
a precondition for imposing a brutal austerity policy, of the
sort supported by Gref and Illarionov, who favor a “Chile
model” of dictatorship and austerity for Russia.
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The Failure of Globalization and
the Need for a New Bretton Woods

by Lyndon H. LaRouche, Jr.

Mr. LaRouche addressed a meeting of 100-120 people at the
Dominican Republic’s University Institute for Exact Sciences
(INCE), in Santo Domingo on May 3. The conference was
Jjointly sponsored by the INCE and EIR. Mr. LaRouche spoke
by videoconference from Frankfurt, Germany. The full title
of his speech, which we publish here, is “The Failure of Glob-
alization: The International Financial Crisis and the Need
for a New Bretton Woods.”

There are four points in recent 30 years’ history, which I wish
to emphasize to you today.

In the middle of August 1971, the President of the United
States, Richard Nixon, took a measure which resulted in a
destruction of the previously established Bretton Woods sys-
tem. Now, while there had been injustices under the Bretton
Woods system, the system had otherwise worked, especially
for the United States and western Europe.

In 1971, this system being destroyed, as a result we have
had, since, a so-called floating-exchange-rate system. And
because of the manipulation of currencies under the floating-
exchange-rate system, we have seen, for example in the coun-
tries of Ibero-America, great injustice, where the currencies
are pushed downward, but the debts are artificially pushed up.
So,as aresult, the countries of Ibero-America have paid many
times more, in terms of debt service, during the past 30 years,
than they have incurred in the form of debt. In point of fact,
if the debt service paid by Ibero-American countries, were
applied to the actually incurred debt, all of these countries
have overpaid their former debts.

This system, this floating-rate system, has not only de-
stroyed the entire continent of Africa; it has also destroyed
the sovereign nation-states as they existed south of the U.S.
border, and in the Caribbean.

So, as aresult, this has gone through a process of stages, in
which not only have the developing-sector countries suffered,
but the economies of western Europe, the United States, and
so forth have degenerated. If you look at a graph [Figure
1] —take the lower 80% of the family income-brackets of the
population, and compare the share of the total national income
of the United States, of that 80%, with the total share enjoyed
by the top 20%. And you see a picture of ruin of the U.S.
economy.

The U.S. is by no means prosperous. Europe is by no
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means prosperous. No part of the world is really prosperous
today. There’s a debate going on in England at this time, as
to whether England shall have any industries or not. The entire
English economy is about to be destroyed, while the financial
giants continue to control the world.

This went through a stage where, with the fall of the Soviet
system, in the period of 1989 to 1991, a group of people
centered around Margaret Thatcher, Frangois Mitterrand, and
George Bush, then President of the United States, declared
they were creating a New World Order. What they meant
by that, was the fact that, since the major strategic power,
challenging power, the Soviet system, was disintegrating, that
the Anglo-American powers—that is, Wall Street and the
City of London financial centers —could now establish a vir-
tual military dictatorship, echoing the old Roman Empire,
over the world as a whole.

FIGURE 1
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Since 1989-91, therefore, what we have seen is a process
of globalization, an idea which was proposed many years ago
by Bertrand Russell, probably the most evil single person of
the 20th Century, and this process of globalization is really
another name for new global empire, a Roman Empire, but
this time run by financial oligarchies centered largely in Lon-
don, and in New York City, and elsewhere. We’ve also seen
a degeneration, a moral degeneration, inside the United
States, as a result of many conditions over the past period —
the counterculture, other things — that people who are in top
positions today in the United States, as in western Europe, in
the brackets, say, of between 35 to 55 years of age, are morally
and intellectually inferior to people of the preceding genera-
tion. And this generation does not have the capability of un-
derstanding and comprehending the kind of problems which
the previous generation, despite all their mistakes, was at least
capable of understanding.

Now, in a more recent period, since 1996, this interna-
tional financial system has been in the process of its terminal
phase of self-destruction. As we meet today, the system is in
an extreme stage of turbulence. It is about to disintegrate. The
question posed to us, is, when this system disintegrates, what
do we do about it? Because the world system has two charac-
teristics. It dominates our lives, and our lives depend upon it.
So,if the present system collapses, what do we do? Obviously,
we must immediately establish a new system, clearing up the
indebtedness, the waste, of the old system, and launching a
new system that works.

The Revolution We Must Make

To launch a new system will require two things. First of
all, it will require that we adopt immediately the concept of a
stable monetary system, with fixed exchange rates, or rela-
tively fixed exchange rates, of the type we had in the 1950s,
and the postwar period. That’s the first step.

The second step is to do what Franklin Roosevelt had
intended to happen, but which did not happen because he
died. Roosevelt’s intention was, at the end of the war, that all
colonial powers — Portuguese, Dutch, British, and French—
would be stripped of their empire immediately, at the point
of the break of the war, and that the United States would
establish acommunity of nations which would use their power
as a community, to ensure that the right, not only to national
sovereignty, but to access to necessary technology, would be
given to them. It was the intent of Roosevelt that the postwar
monetary system, as he had intended it to be designed, would
supply a flow of state-backed, guaranteed credit at low bor-
rowing costs, to all nations to enable them to use this credit
onlong-term,to build up their economies, with the technology
they needed. Nations such as India, China, the nations of
Africa, the rebuilding of the states of the Americas, were
among the objectives.

So, today, we not only have to have a new monetary sys-
tem which immediately goes back to the pre-1971, essentially
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the pre-1959 form of the old Bretton Woods system, but this
time, we must do what Roosevelt intended: that is, we must
have a community of nations, not a few privileged powers,
deciding how the monetary system will be run, and how the
credit system will be run. This will work only if we restore
the full principle of sovereignty of the sovereign nation-state.

Now, this is an economic consideration, as well as a politi-
cal one. If you do not have governments, which are able to
impose economic protection on the prices of their commodi-
ties, to protect their agriculture, to protect their industries, to
protect the development of infrastructure, to collect taxes, and
fix prices in such ways that all these things can be done, in
sharing the income and protecting the income for that pur-
pose, you can not have a stable world system. A free trade
system is, by definition, a predatory system, in which you
force countries to produce products at the cheapest prices,
with the lowest-cost labor, with the poorest conditions of
production and income, as a price of being able to compete in
the world market. That is a predatory system, that belongs to
the domain of the wild predatory beasts, and not the human
beings.

Now, in point of fact, when the modern nation-state was
created, which began in the 15th Century as part of the Renais-
sance, a new principle was introduced into government. It
was actually put into effect first in France, under Louis XI,
and next, at a later point, slightly later, by Henry VII in En-
gland. This was called a Commonwealth principle, and the
moral principle was, as is in the first three paragraphs of the
U.S. Declaration of Independence, and is reflected in the Pre-
amble of the U.S. Constitution, that government has no moral
authority to govern, except as it is efficiently committed to
promoting the general welfare of all of the people, and their
posterity.

This system of government, of sovereign government,
made the difference, the fundamental difference, between the
old Roman system, the barbarism system, feudalism, and the
modern society. For the struggle for republics in the modern
age, has been a struggle to create a set of political conditions,
and social conditions, for mankind, in which no authority
will rank higher than the government that acts on the moral
authority of the use of its sovereign powers, to promote the
general welfare of all the people, and their posterity.

Itis also a principle that the world must finally be brought
into order, in the sense that the world must be ruled not by an
empire, not by a globalized system, which is really a form of
imperial Roman rule, over the poor slaves, but must be ruled
by a community of perfectly sovereign nation-states, which
are bound together as a community, as a government should
be bound to its own people. That its moral authority, as a
community, is its shared commitment to promote the welfare
of each and all of the member-nations, as it is to promote the
general welfare of each of the persons, and their posterity,
within the nation.

That’s the revolution we must make.
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A Collapsing Empire

Now, where are we? In the process, we have reached the
point, like where we’re seeing the fall of an empire before our
eyes, at the moment, as we speak. That does not mean the
empire is going to disappear tomorrow morning, in terms of
calendar date. But it means that what you’re seeing in the
markets today, in the extreme turbulence and shocks in all
markets, in the collapse of the Nasdaq market, and so forth,
that these shocks betray a system which is ready to disinte-
grate, and which will soon disintegrate.

What we don’t know are the exact date the disintegration
will occur, or the form in which the disintegration will occur,
or whether, in time, there will be a new system established
to replace the bankrupt old system. Those are the questions
before us.

Under these conditions, several things will happen. First
of all, we must eliminate not only globalization, but also free
trade; we must also eliminate the delusion of so-called Infor-
mation Society. What has happened in the past period, partic-
ularly affecting people in government and other positions of
power in the age range of 35 to 55—most of the people run-
ning most governments, institutions today, are either in that
age range, or coming into it. Most of it, as in the U.S. govern-
ment, in the U.S. society generally, as in European govern-
ments, European society generally, most of these people are
deluded. They believe in a so-called Information Age; they
believe in free trade. They believe in globalization. These
beliefs are what have led them to the state of moral corruption,
under which they have brought this system to the point it’s
about to disintegrate.

That is, remember, there are only two ways in which hu-
manity, or nations, can suffer great calamities. One is natural
disasters, over which we yet have no control. We might in the
future, but we don’t now. For example, we can not prevent
the glaciation from coming back, as it had come back repeat-
edly on this planet over a period of 2 million years recently.
We can not prevent meteorite showers from destroying large
sections of the planet, for human habitation, as has happened
in the past, probably eliminating some of the dinosaurs that
way. There are other calamities we can not yet prevent.

But the thing that should concern us is that, apart from
those natural causes, no civilization was ever destroyed ex-
cept by its own immorality, by its own idiocy, and that’s
what’s happening to us now. In the past period, especially as
reflected by the 1971 change in the monetary system, we have
adopted ideas which have become popular. It is the popularity
of those ideas, especially among what have become ruling
circles in industry, private sector, and government in parts of
the world —it is these ideas by which we have been destroy-
ing ourselves.

The destruction of the economy, the imminent collapse
of the world economy as we’ve known it, which is something
for the weeks and months ahead, is not a result of some little
mistake. It is a result of a systemic, moral corruption and
intellectual corruption in the general popular opinion of those

12 Economics

who are ruling society —which in the United States is the
upper 20% of the family income-brackets today, generally.

Therefore, what we’re dealing with is a crisis, a crisis
which is a condemnation of the immorality of an imperial
system, the Anglo-American system of today, which has im-
posed this system upon us. It’s a condemnation of the popular
values, of entertainment, of education, of the mass media, and
so forth, today.

So, when this crisis comes, if we’re going to survive, we
are going to have to put aside those values by which we have
led ourselves to destruction.

The ‘Pearl Harbor’ Effect

Now, I’ve often referred to an incident which occurred in
1941, Dec. 7, 1941, when the United States, most of the peo-
ple, refused to believe that the United States was actually
going to be drawn into the war then ongoing in Europe. People
believed the United States would be affected by the war, eco-
nomically and otherwise, but they did not believe that Ameri-
cans would actually have to go out and fight that war.

On Dec. 7, 1941, the day the Pearl Harbor bombing oc-
curred, the American people underwent, before my very eyes,
a fundamental transformation, from a people who believed
that the war wasn’t coming to them, to they were rushing out
to the recruiting booths, to volunteer for military service.

We are in such a period ahead right now. In which all
things that seem secure, in terms of the power of certain bodies
of opinion, of certain ideas, of certain mass-media values, of
certain entertainment values; suddenly, in a moment, a shock
will be administered, when the system comes down, and the
question will be: Do we have the ability to respond to that
shock? Can we respond effectively to the moment that people
look up to government, and leading people, and say, “Save
us!” “Save us from this catastrophe.”

Do we have the ideas, and the will, and the qualities of
available leaders, to step forward, and say, “Be calm. We can
solve this problem. We can restore the nation-state, which
you need to have done. We can eliminate globalization. We
can eliminate free trade. We can eliminate the so-called Infor-
mation Age. We can return to a society committed to infra-
structure, infrastructure development, like adequate power
for Santo Domingo, for example. To adequate water systems.
To development of agriculture and its productivity. To the
development of industry, and productivity, to improvement
of the standard of education, to quality education at higher
levels for all children.”

We can promise the future, a better future, simply by
returning to principles which we have violated, especially
over the past 30 years. If there are leaders who can step for-
ward, in each country, in the moment when the population
says, “What did we do wrong?”

How do you save a people? You have to wait; you must
be patient. You must wait until they recognize they’re wrong,
they made a mistake. And when they turn to you and say,
“Okay, we made a mistake, now we’ll listen to you; what do
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you propose we do?”

And around the world, in every country of the world, the
question today, is are there people —sometimes they re going
to have to be people in my generation, the generations in
their 70s, and even their 80s — who are going to have to step
forward, and remind people, that there was a time when we
did things better. When we didn’t make these mistakes.

Now, we’re not going to simply go back to the past, but
we’re going to recognize that we made a wrong choice, at a
turn in the road, and we’re going to go forward, not to the
past, but we’re going to go back to the point where we made
the wrong turn in the road.

That’s the proposition before us now. That’s the issue
before us today. This system is finished. We’re sitting in a
moment of great privilege, when we can watch an evil system
die. And itis going to die. Our job is to rally ourselves, to find
the leaders to step forward, and when the shock hits, to have
those leaders say to the people, “Be calm. Be assured. We
have learned much from history. Terrible mistakes in popular
opinion and others have been made. Radical decisions that
should have not been made, have been made. We can cancel
that. We can pull ourselves up, and get at the work, and we
can rebuild from the starting point of the place we made the
wrong turn in the road.”

We’re going to rebuild the nation-state, a global commu-
nity of nation-states. We’re going to have a protectionist sys-
tem, rebuild that system.

I’1l just say this: As some of you know, that in my function
in this business, that apart from my function as the only
rival, presently, to Al Gore for the Democratic Presidential
nomination, I also am involved with friends in Mexico, in
Peru, Colombia, a few daring souls in Venezuela, in Bolivia,
and in Argentina and Brazil, and various nations in Africa
and nations in Asia, and nations in Europe, in close contact
with leaders, or leading strata, intellectual strata, in these
countries, many of whom have very kindly supported my
efforts in this region, to bring together groups of people who
represent a community, of leadership, which will help to coor-
dinate the efforts among us, to bring into being the new finan-
cial and monetary system which we need to rescue humanity
from the great crash, which is about to occur, within either
days, or months, or weeks, or what ahead, but immediately
ahead.

It is probable this will happen this year. It could happen
in June. It could happen over the summer months. It could
happen in September. The efforts, I know, in the United
States, to prevent this from happening, by Larry Summers,
the Treasury Secretary, and others —these are fools. They
don’t know what they’re doing. They’re totally incompetent.
They can not control this process. They can influence it. But
everything they do to postpone the crash another day, makes
the crash worse the following week. Then they go back, and
they have to do something still worse the following week, to
do that.

So, the time is coming, very soon, when we, as in the
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Dominican Republic, and other countries round the world,
must, as patriots of our nations, bring together the intellectual
forces, which will rally around the leaders, who will help to
lead their nations, as part of a community of nations, in creat-
ing the new monetary system, which will finally be a just new
world economic order.

Thank you.

LaRouche ‘Remoralizes’
Santo Domingo Audience

by Carlos Wesley

In what a daily in the Dominican Republic described as “an
historic encounter,” Lyndon LaRouche, who is vying for the
U.S. Democratic Party Presidential nomination, engaged in a
lively dialogue on May 3, from Frankfurt, Germany, live,
via videoconference, with a select group of more than 100
patriotic intellectuals and political leaders gathered in Santo
Domingo, the Dominican capital. The 90-minute exchange,
during which LaRouche called for an end to globalization,
and put forward two basic principles —the adoption of a fixed-
exchange-rate monetary system, and the establishment of “a
community of perfectly sovereign nation-states” —consti-
tuted a powerful programmatic intervention into the May 16
Dominican Presidential elections, which saw Hipélito Mejia,
of the Revolutionary Democratic Party, defeat Danilo Me-
dina, of the ruling Dominican Liberation Party (PLD), and 94-
year-old Joaquin Balaguer, who was seeking his eighth term.
The videoconference, titled “The Failure of Globaliza-
tion: The International Financial Crisis and the Need for a
New Bretton Woods,” was sponsored by the University Insti-
tute for Exact Sciences (INCE), and EIR. After being intro-
duced by Marino Elsevyf, a prominent Dominican attorney
who played a leading role in organizing the event, LaRouche
made an introductory speech, following which he was first
questioned by a group of panelists including Father Lautico
Garcia, a Jesuit priest and well-known author; Dr. Edilberto
Cabral, the former president of the Autonomous University
of Santo Domingo, the oldest university in the Americas;
and Jorge Melendez, EIR’s correspondent in Santo Domingo.
Afterward, the floor was opened for written questions from
the audience, which included the Deputy Minister of Interior,
a former Comptroller General of the country, several govern-
ment officials from the areas of banking and finance, labor
leaders, and others, even including a government official who
is a close relative of outgoing President Leonel Ferndndez.
The reverberations of the seminar will be felt for a long
time. It was broadcast in full, to the whole country of some 8
million people, by Dominican TV four times on the eve of the
elections, and again, for a fifth time, the day after, as the
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election results were being announced. LaRouche presented
the Dominican people and their new rulers with the alterna-
tives facing them in the present crisis. LaRouche’s message,
that we must make a revolution “to promote the general wel-
fare of each of the persons, and their posterity, within the
nation,” was tremendously remoralizing to a people who, de-
spite last year’s 8.3% “miracle economic grouth,” daily en-
dure long electricity blackouts, and cannot drink the water
that comes from their taps.

As in the United States, the Internet-driven “economic
boom” has benefitted mainly the upper 20% or so of the popu-
lation. The privatization and other free-trade policies that the
government has pursued under the prodding of the United
States and, most emphatically, Great Britain, and upon the
advice of neo-liberal “Chicago Boys,” such as Arnold Har-
berger, one of the architects of Gen. Augusto Pinochet’s
“Chilean economic miracle,” have resulted in layoffs and re-
duced wages.

For many Dominicans, their only hope of survival lies in
emigrating to the United States, legally or illegally. As a re-
sult, scores drown in the high seas as they attempt to make
the passage in rickety boats.

While there is much hype about the computer revolution
(Bill Gates just announced a big donation toward a planned
“cybernetic industrial park”), most people realize that unless
you can afford your own electrical generator, you can’t get
the darn things to run, because most of the time there is no
juice in the plug. Dominicans had taken to calling officials of
the outgoing PLD government, perhaps unfairly, “Los
Comesolos” (“Only They Eat”). A Hamilton Poll survey in
March, recently cited by the Washington, D.C. Center for
Strategic and International Studies—which expressed the
fear that the disenchanted population might turn to Balaguer,
who, CSIS said, would “defy the IMF [International Mone-
tary Fund] and U.S. preferences [and] pursue a more statist
and nationalist economic policy” —showed that nearly 70%
of the population feel that their lot has not improved, or that
they are worse off than before.

Thus, when LaRouche responded to a question, saying
that what is needed worldwide is a policy of promoting invest-
ments in infrastructure, so that, for example, you could get
electricity when you flipped the light switch in Santo Do-
mingo, or clean water when you turn on the faucet, the audi-
ence burst into applause. Similarly, when in response to an-
other question, he denounced privatization as “piratization,”
everyone laughed and applauded and stomped the floor.

‘Who Is This Fellow?’

This writer was privileged to be on hand to translate for
the event, and was able to witness first-hand the audience’s
complete concentration, and their warm response to
LaRouche. Twice the connection that allowed LaRouche in
Germany and the audience in Santo Domingo to see and speak
to each other, was broken, and the large screen on which
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LaRouche appeared went blank, but everyone patiently re-
mained in their seats until the connection was reestablished —
nobody wanted to miss a word of what LaRouche had to say.
People nodded in understanding when he explained that the
yardstick for measuring government “corruption” is not, as
the U.S. media would have one believe, political patronage
as such, nor keeping state-owned enterprises going, so as to
provide useful employment; corruption is that which creates
suffering. It is the suffering that must be eliminated, he said.
He reminded the audience that already in the 1980s, he had
outlined a policy, “Operation Juarez,” of Ibero-American co-
operation for the economic benefit of all.

By the time the event ended, not only were nearly all the
paying participants still in their seats, but they had been joined
by scores of waiters, waitresses, and other employees of the
downtown hotel where the seminar took place. Those unfa-
miliar with LaRouche were asking, “Who is this guy? He is
great! Are you sure he is American? I can’t believe it; no
American talks like that!” As I walked out of the hall, seminar
guest and hotel worker alike came up to ask me to convey
their congratulations and gratitude to LaRouche.

The following day, attorney Elsevyf and this author ap-
peared for a half-hour broadcast on “Revista 110,” the coun-
try’s most important news and political commentary TV pro-
gram, which is hosted by Dr. Julio Hazim, to report on the
seminar. There was also an earlier TV interview on Generoso
Ledesma’s “No te acuestes sin saberlo” (“Don’t Go to Bed
without Knowing This”).

For most Dominicans, their image of America is that con-
veyed by U.S. Ambassador Charles Manatt, whom the press
has dubbed “Mr. Charlie.” A former chairman of the Demo-
cratic National Committee and a self-avowed enemy of
LaRouche, Manatt arrogantly appointed himself an “ob-
server” in the Dominican elections, and then added insult to
injury by sending two U.S. military attachés, instead of any
of the Embassy’s scores of civilian officials, to work out the
details with the election board—a no-no in a country with
such a long history of U.S. military interventions. Earlier this
year, in his first official speech, Manatt threatened Domini-
cans with dire consequences if they violated “intellectual
property” rights. “That’s a dangerous man,” said a journalist
who met him. “That guy scares me.”

The televised broadcasts of LaRouche’s presentation
were also well received. An economist close to the Catholic
Church who saw the entire dialogue on TV, told an acquain-
tance: “I was bowled over.I did not know that there were such
towering intellects in the U.S. LaRouche stands for exactly
the same thing as the Church’s doctrine of social justice,”
a statement which echoed remarks by Father Garcia at the
seminar. And such responses come not only from the Domini-
can Republic: A former member of the cabinet of an African
country endorsed LaRouche’s bid for the Presidency, imme-
diately after reading a transcript of his speech to the Domin-
icans.
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Eurasian Land-Bridge Approach
Needed To Develop China’s West

by Mary Burdman

Water is the key to the development of the vast interior regions
of China, and the surrounding nations in Central Asia and
Southeast Asia. While the commitment of the Chinese central
government, and the involved provincial governments, to
“develop the West,” is very strong, this cannot be achieved
without solving the vital problem of ensuring access to suffi-
cient water for this huge region. The challenge is enormous.
Currently, most of China north of the Yangtze River is suffer-
ing severe drought. In some areas of the great plain along the
Huang He (Yellow River), the drought has been of several
years’ duration. In some areas, millions of people, and their
livestock, do not have enough to drink. The summer harvest,
which provides one-quarter of China’s grain, is endangered,
and, if the critical situation continues, planting for the autumn
harvest will also be affected. The drought extends beyond
China. Its neighbor to the north, Mongolia, is facing economic
disaster due to a drought which began last summer, followed
by an extremely severe winter.

The problem of water management, in the broadest sense,
is of even greater strategic importance to China, than the size
of its population, as Lyndon LaRouche pointed out to a group
of Chinese scholars and scientists at a seminar in New York
in 1998. To provide the water necessary for a modern agricul-
tural and industrial economy, for a population already of 1.25
billion, and which will reach 1.6 billion within 30 years, what
is required, is not only the Three Gorges Dam, but also such
great projects as “Move South Water North” (Figure 1). This
project, which had been supported already by Mao Zedong in
the early days of the People’s Republic, would divert water
from the overwatered south, to the dry north. Why it is neces-
sary, is indicated by the fact that, as northern China is dried
out, torrential rains are falling in southwestern Guangdong
Province. There, the city of Lianjiang received 243 .8 millime-
ters (9.6 inches) of rainfall overnight, the highest recorded
since 1959.

Beijing has already announced ten major projects for de-
veloping the western region, to be launched this year. These
include construction of railroad links, trunk highways, a gas
pipeline, two flood-control projects, and reforestation of al-
most 800,000 hectares of land. These projects are vital, but
fall short of the strategic “Eurasian Land-Bridge” approach,
as outlined by LaRouche since 1989.

It would also be critical for China’s planners, not to allow
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the wild “information technology” hype emanating from the
speculative bubble-dominated United States, to impinge upon
thinking about developing the west. The ruinous idea, that
computers and “information” eliminate the necessity to con-
struct a modern industrial economy, is especially risky for an
impoverished region like western China. There, development
of the most advanced energy, transport, and industrial tech-
nologies, is the only way to overcome the challenges of pov-
erty, geography, and climate.

Lack of Water Will Hamper Growth

Even as the “develop the west” program is being
launched, Chinese officials are warning that the lack of water
could limit progress. On April 10, Tian Fengshan, who had
been appointed China’s Minister of Land and Resources in
March, said, on returning from an inspection tour of western
China, that the shortage of water could limit the development
of the region. Also on April 10, Minister of Water Resources
Wang Shucheng, said at an international seminar in Beijing,
that saving water resources is a priority, in order to ensure
that China’s sustainable economic growth will continue.

A commentary in the Economic Daily on March 23,
warned that the threat of a “severe water shortage which could
endanger . . . sustained growth” in China. By 2030, China’s
population will be 1.6 billion, and this will bring down per-
capita water resources, already low, by one-fifth. And on
April 18, the People’s Daily cautioned that, in the extreme
conditions of western China, “If no breakthrough is made in
scientific research work, and the problem regarding water-
diversion and other infrastructure construction is not solved,
it will be difficult to break free of the vicious cycle that ‘trees
and grasses die after being planted, new saplings are planted
again after the death of old ones.” ” Water resources are being
depleted in the west, People’s Daily stated. “To achieve sus-
tainable development of the economy in the western region,
itisnecessary to getrid of the ‘bottleneck’ restriction imposed
by the environmental capacity. However, to ‘increase the ca-
pacity’ of the environment cannot be accomplished overnight.
... Western development is a system project; while taking
active action, we must have a sober understanding of the
protracted and arduous nature of said development.”

Water management has been a millennial issue in China.
The area along the Hexi Corridor—along the Yellow River
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FIGURE 1
Planned Water Diversion Projects in China
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to the west— was the center of Chinese civilization in earlier
millennia. Many events led to its current relative decline,
but certainly of great importance, was the increasingly arid
climate of Central Asia. As this vast area grew drier, many of
the cities built in oases around the Taklamakan Desert, which
formed the economic and cultural link between Europe, India,
and China, were abandoned and became buried in sand.

Before the Tang Dynasty (618-907), Shaanxi Province
had fertile land and abundant forest and grassland, and was
the site of the capitals of tens of early Chinese dynasties, as
historian Zhou Tianyu, curator of the Shaanxi Museum of
History in Xi’an, recently pointed out in an article. Floods,
erosion, wars, and too much monumental building by the Han
and successor emperors, destroyed the region, turning it into
the barren Loess plateau.

This history indicates why the Eurasian Land-Bridge ap-
proach is essential. This would combine the development of
transport, water, energy, and city-building projects in “devel-
opment corridors,” capable of opening up the interior of
China, Russia, and Central Asia, for economic development.
While “arduous,” the development of nuclear energy, at a
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much higher rate than is currently planned, to provide the
extra capacity necessary for such “great project” construction,
water desalination, and great water-diversion projects, would
make it possible to make China’s west green again.

In stark contrast, is the approach of the international fi-
nancial “mainstream,” such as the Asian Development Bank.
In its just-released 1999 annual report, the ADB has a special
section on water. While addressing the real crisis in water
supplies throughout Asia, the ADB, which calls agriculture
an “old industry,” concludes that imposition of “user fees,”
including on the impoverished population, and the end of
government management, are key to water management via
“stakeholder participation.” For Asia, which has by far the
greatest concentration of poverty in the world, the ADB touts
the U.S. “model” — where industry has been devastated — for
its success in saving water.

Clearly, this will not function in China.

China has per-capita water resources of only 2,400 cubic
meters —25% of the world average—and is one of the 13
countries listed by the United Nations as having a serious
shortage of water. China has the largest irrigation network
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in the world, and uses approximately 70% of its water for
irrigation, but shortages still hamper agricultural develop-
ment. According to Chinese reports, around 27 million hect-
ares of farmland, more than one-fifth of the total, are hit by
drought each year. Even when there is rain, China needs an
additional 30 billion cubic meters of water for irrigation. At
the same time, only 40% of the irrigation water is efficiently
used, due to backward technology.

Drought is now the worst disaster threatening China’s
grain yields; last year, damage amounted to nearly 90 billion
yuan ($10.7 billion). China is certainly taking measures: Wa-
ter-saving irrigation methods are being applied over 18 mil-
lion hectares, and a new research center on water-efficient
irrigation technology was founded in Beijing on April 26.

Water is also an urban problem. An international forum
on water, held in the city of Tianjin May 8-10, reported that
more than 400 of China’s 668 cities have a water shortage,
and of the 400, more than 100 are seriously threatened. High-
water-consumption industrial projects have not been built in
many cities due to lack of water. The total annual urban water
shortage is 6 billion cubic meters, reported Zhou Wenzhi,
Vice-Minister of Water Resources.

Severe Drought

Government leaders including Prime Minister Zhu Rongji
and National People’s Congress leader Li Peng have been
inspecting the drought-stricken region north of the Yangtze
during May. Zhu, in Hebei and Inner Mongolia, called for
immediate efforts to combat serious desertification and to
build “green belts”; he stated that abnormal weather is par-
tially to blame, but excessive logging, mining, and use of
unsuitable land for farming and over-grazing were the source
of the problem.

Huge areas of north and northwest China are affected,
especially the vast land along the Yellow River and its tribu-
taries, including Hebei, Gansu, Shanxi, and Shaanxi prov-
inces. The drought is extending beyond these generally drier
areas, to the central provinces of Shandong, Jiangsu, Hubei,
and Henan. Some 22 million hectares of farmland are dried
out, and 13.8 million people and 10 million livestock do not
have enough water to drink.

The State Flood-Control and Drought Prevention Head-
quarters in Beijing reported that there has been less than
10 mm of precipitation in the region since April, and strong
winds have further dried out the soil.

Serious desertification of the lands to the west, has caused
12 dust and sandstorms already this year, some of which have
struck the capital, Beijing, and as far south as Shangdong and
Anbhui. In Shanghai, rain has been muddy, due to the dust in
the air.

All over northern China, rivers, lakes, and reservoirs are
drying up. In the central provinces, among China’s biggest
grain producers, rain has been 30-85% below normal. Hebei
Province, which surrounds Beijing, has had four consecutive
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years of severe drought, and has a shortage of 800 million
cubic meters of water. Now, 2.8 million hectares of cultivated
land are endangered, and 380,000 head of livestock are
thirsty.

Methods such as cloud-seeding are having some success
in increasing rain, but cannot resolve the crisis.

Desertification

Worse, is the long-term problem of desertification. An
article in Comment Biweekly news magazine in late April,
reported on the spread of desert and sandy wasteland. Around
40% of China’s total land mass of 9.6 million square kilome-
ters is inhospitable, including deserts, mountains, and the very
high-altitude internal plateaus. In addition, over 15% of the
land area is affected by desertification, and this area is spread-
ing by more than 2,000 square kilometers a year, according
to the Chinese Academy of Forestry. Forest cover is very
sparse in western China: only 0.35% in Qinghai Province,
0.79% in Xinjiang Uygur Autonomous Region, 1.54% in
Ningxia, 4.33% in Gansu, and 5.84% in Tibet.

In the 1960s, northern China was hit by about eight sand-
storms a year; in the 1990s, it became 20. Sandstorms are
causing losses of over 50 billion yuan ($6.5 billion) a year —
three times the revenue of five northwestern provinces and
regions in 1996.

China’s western region has suffered severe soil erosion
because of excessive logging and cultivation over the past
decades, a central cause of the “century floods” on the Yang-
tze and other rivers in 1998. A Qinghai Province official,
speaking in Beijing on May 10 at an international forum of
Finance Ministry and international officials, stated that in
1988, the central government had ended a program that
funded local governments in some western provinces and
autonomous regions. This led local governments, in an effort
to earn money, to allow uncontrolled cutting of forests. At the
same time, most rural households are dependent upon wood
and charcoal for cooking and heating. Some 30% of the wood
thus used, came from over-logging the endangered forests.

China’s central government is now planning to reverse
this devastation. The State Forestry Administration will
launch two strategic afforestation projects, one to protect nat-
ural forests at the upper reaches of the Yangtze and Yellow
rivers, and the other to control expanding deserts. The For-
estry Administration, supported by the State Development
Planning Commission and Ministry of Finance, is also
launching a program to “barter grain for trees and grass.”
Farmers on marginal land will get subsidies of between 1,500
and 2,250 kilograms of grain a year, for every hectare of forest
and pasture returned to wood- or grassland. The subsidies are
to continue as long as needed to prevent farmers from re-
cultivating the land. The government will provide seedlings,
but the farmers will retain all profits from the trees and grass.
The project will be carried out on 340,000 hectares of culti-
vated land and 430,000 hectares of bare hill- and mountain-
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side. It is feasible, because China has big grain stockpiles due
to consecutive bumper harvests, and the farmers themselves
could not get such a yield from these lands.

Over the next decade, according to Land and Resources
Minister Tian Fengshan, 50 million hectares of land will be
reconverted from farmland to forests and grassland.

Priority will be given to new methods in afforestation.
China has planted over 30 billion trees in the past two decades,
but now the attempt will be to achieve an 85-95% survival rate
of the plants, rather than the current 50-75% rate. Drought-
resistant trees, methods to increase water in the soil, weather
modification, especially fostering artificial rainfall, and other
methods will be applied. China is increasing cooperation with
Israel, Australia, the United States, and Japan on such proj-
ects, including on upgrading saline soil, using special fertiliz-
ers. The Soil and Water Conservation Institute of the Chinese
Academy of Sciences, also wants to put into use a new chemi-
cal material which can absorb and release large quantities of
water, if the production costs can be lowered. An American
invention, a water-retaining chemical called “Driwater,”
would also be of great use in these regions.

These methods produce results. It was recently reported,
that large-scale afforestation and desert control over ten years
has improved conditions in Tibet. In the western area, the
temperature has gone up an average of 1-1.4°C, and annual
rainfall increased by 20.1-47.6 mm over previous years.

Near Urumgqi, the capital of Xinjiang, a lake, 10x3 km in
size, has recently reappeared near the “Mountain of Flames”
at Turpan Basin. This is 161 meters below sea-level, and one

LaRouche: Defeat the Desert

From a speech by Lyndon LaRouche to Chinese schol-
ars at a seminar in New York, in February 1998:

We need to make the Earth habitable for human beings,
and for the kinds of production human beings require.
.. . This requires a constant drive of improved technol-

ogy. . . .Look at the condition of China. . . . The inner
area, . . . where people live, but they’re poorly devel-
oped. . . . Not enough land area [is] developed, so that

you can have population growth. . . . You must open up
the desert. You take the desert area, and you design a
SilkRoad.. . . Along the transportation route, you move
gas pipelines, water pipelines, [nuclear] power stations,
everything. Develop the land area on either side, 50,
100 kilometers either side of the rail line, and you con-
quer that amount of desert. . . . It’s like a military flank-
ing operation against the desert. We are now going to
defeat the desert. It may take us 50 years, but we will
defeat the desert.
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of the driest areas in the world. The lake, which had dried up
entirely ten years ago, after excessive exploitation of its water
and a severe heat-wave, has been re-filled by underground
water, whose source is the surrounding mountains. Water
experts reported that 100 million cubic meters of underground
water has been replenished in recent years, enhanced by the
use of water-saving irrigation.

Underground water reserves of at least 1 billion cubic
meters, have already been found under the Loess plateau and
the Taklamakan Desert. Guidelines are being put forward, to
ensure that the water is exploited in the most advanced way.
Techniques have been developed to sink wells for karstic
water deep under arid land, and current projects are pumping
out 660,000 cubic meters of high-quality water daily.

One aspect of China’s tree-planting, however, demon-
strates just how enormous its development challenges are:
Even while the government is putting forward a new energy
strategy, at the same time, the country is to plant 12 million
more hectares of trees to produce firewood and charcoal, to
try to meet energy needs in rural areas. Charcoal forests were
first planted in 1981, and after 20 years of intense cultivation,
now cover 4.3 million hectares of land. China is launching
construction projects for hydropower, thermal power stations,
and oil and natural gas exploitation. Nuclear power is in-
cluded,butata much too limited rate: Current nuclear reactors
provide only 1% of China’s electricity supply, and it is pro-
jected that total capacity will reach 20 million kilowatts by
2010 and 40 million kilowatts by 2020. Nuclear would then
provide 5% of China’s power.

Limits to Development?

In the earlier years of the People’s Republic, the western
part of China was industrialized as rapidly as the coastal re-
gions, due to such projects as Zhou Enlai’s and Deng Xiao-
ping’s “Third Line.” After 1978, however, the focus became
opening up the eastern coastal areas, leaving the interior for
later development.

Now, the ever-greater relative backwardness of the inte-
rior, is making development there a critical issue. Yet, despite
the fact that China now is, overall, in a much better economic
situation than it was in 1978, the current international situa-
tion is posing extreme difficulties. The Asian financial deba-
cle of 1997-98 wiped out several Asian economies almost
overnight; Russia is in horrendous condition; and the vast
U.S. speculative bubble is sucking out the financial blood of
Europe and Japan. All this has hit China: Commodity prices
collapsed, exports to Asia crashed, reform of the state industry
stagnates, and plans for international projects, such as further
construction of the Eurasian railroad, stopped. China’s pre-
viously stagnating exports have risen sharply in the first
months of this year, but government reports warn of the uncer-
tainties of global markets.

These conditions, coupled with the growing emphasis on
“market economy”” methods in China, have produced a series
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of stark warnings from the central government, about the need
for “self-reliance” in the impoverished western provinces and
regions. An April 5 commentary in the China Daily, while
likening the “excitement and high hopes” about this opening
the west, to those of two decades ago, states that times and
circumstances are different. The “possibility for the central
authorities to offer the same assistance it did for the east, has
been reduced. The western areas’ weak financial capabilities
require the central government to invest large amounts to
kick-start development projects. But the western regions will
have to rely more upon themselves in order to avoid lagging
further behind the coastal areas.”

A People’s Daily commentary of May 11 warned of re-
gional officials who “would rather wait for the central govern-
ment’s preferential policies in investment and loans, than take
the initiative to develop their local economy. History has
proved that a planned economy would not be good for the
healthy development of the national economy, nor for the
efficient distribution of resources and the enhancement of
national strength. To better develop western regions, it is im-
perative that local governments do away with the planned
economy mentality and embrace the idea of a market
economy.”

What that means, the commentary continued, is that
“western regions should realize that any kind of help from
outside the regions, either in the form of policies or capital,
will be quite limited. The central government has suffered
financial deficits for consecutive years, and is running out of
preferential policies.

“Major state banks, haunted by inadequate assets, are no
longer capable of injecting enough capital into western re-
gions in credit loans. Furthermore, as China’s accession to
the World Trade Organization (WTO) approaches, all enter-
prises, both Chinese and foreign, will have to compete on an
equal footing under the rules set by the WTO. Thus the local
governments must abandon their illusions about helping
hands and stick to self-reliance in the development of the local
economy. . . .

“Since the mid-1980s, the country’s industry investment
has come mainly from bank credit loans, whose relatively
high interest rates have increased the financial burdens on
enterprises, which in return heightens the bad loan risks of
financial institutions.” Capital could come from *“30-50 bil-
lion yuan (US$3.6-$6 billion) each year in treasury bonds,”
People’s Daily noted, but, on the other hand, the “stock mar-
ket is another place to amass . . . capital” —hardly a reliable
source of the essential long-term, low-interest credit China’s
interior requires.

While the Peoples’ Daily statement, that “the main source
of capital will not come from foreign investors, but from
within the country,” and the proposed incentives to encourage
migration from eastern China, including a favorable land-use
system, are both sound policies, still, forcing China’s national
financial priorities into the mold of the free-market WTO,
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will undermine western development.

Equally problematic, is the growing infection of China by
the “new economy” insanity. China had been able to protect
itself reasonably well from the dangers of “financial AIDS,”
by maintaining strict currency controls and repeated lancing
of various internal financial bubbles. Such basic defenses will
be lost, if China goes ahead to comply with WTO rules.

On top of this, comes the invasion of the pernicious In-
ternet “information economy” from the United States, into
China. Such most-unfortunate statements, as those of Presi-
dent Clinton at the White House Clinton-Gore “Digital Divide
Kick-Off” on April 4, are being widely echoed inside China.
The U.S. President, yielding to the dangerous illusions of his
administration’s “New Market Initiative,” claimed that “the
computer and the Internet give us a chance to move more
people out of poverty more quickly than at any time in all of
human history” —this, at a time when U.S. Energy Secretary
Bill Richardson has warned that the U.S. electricity power
grid has collapsed to a “Third World” level. What such com-
puter illusions mean for impoverished nations and people,
was indicated by what Clinton said about India, whose 1 bil-
lion people have a per-capita income equivalent to $450 a
year. Clinton described seeing, in an Indian village, a mother
who had just given birth, going to a computer to get a printout
of “information just as good as she could get if her baby were
born at the Georgetown Medical Center.”

What he failed to note, was that while the woman might
be able to read competent instructions, no Internet could give
her the clean water, adequate food, medicines, or basic sanita-
tion essential to her baby’s survival. These are also the reali-
ties facing western China.

Internet “whiz-kids” are proliferating in China, wildly
claiming that the “the new economy is an inevitable revolu-
tion, in which the value of information will supersede the
value of industry eventually.” Even economists at the State
Information Center are echoing this line, that “the world is
now changing from an industrial era to an information era,”
citing the views of the World Bank, that the gap between
developed countries and developing countries is essentially
one of information.

At the High-Tech Industries Week just concluded in
Beijing, for example,deals were worked out for joint develop-
ment of a “digital port” by Ningxia Autonomous Region and
the U.S. state of Utah. Utah representatives boasted of the
“booming of its three high-tech pillar industries — software,
medical instruments, and biological engineering,” but not
mentioning, apparently, that the financial bubbles in software
and biotechnology are in imminent danger of bursting.

The Internet will not provide China with the water so
essential to its national future. Detaching the “whiz-kids”
from their computers, and sending them out to help design
and build the “development corridors” of the Eurasian Land-
Bridge, would create a genuine economic revolution for
China, and its Eurasian neighbors.
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Business Briefs

Britain

Blair Policy Means End
of Most Manufacturing

A continuation of the policies of Prime Min-
ister Tony Blair means the end to a good part
of Britain’s manufacturing sector, warned a
survey presented by the Confederation of
British Industry (CBI) in London on May 9,
the Independent reported. The 14-year high
of the pound sterling against other key conti-
nental European currencies, the govern-
ment’s taxation policy, and the political en-
couragement of companies to slash their
workforce rather than invest in long-term
improvements of industrial equipment, have
put a big question mark over the future of
manufacturing in 7 out of 11 British regions,
the CBI stated.

The government’s refusal to discuss the
pound issue, and its ecology-minded cli-
mate-change tax, have created a burden on
industrial companies, for which many man-
agements try to compensate by slashing their
workforce and reducing investments. But,
“the lessons of history teach us that once the
jobs have gone on this scale, then they are
gone forever,” said Neil Blake, of the Busi-
ness Strategy consulting firm that carried out
the survey in cooperation with the CBI.

John Towers, the head of the Phoenix
consortium, which just bought Rover from
BMW, demanded immediate steps in order
to prevent further extensive damage to Brit-
ishindustry,in an interview with the May 12
London Times. The government has to un-
derstand, he said, that the economy cannot
survive on non-exporting service industries.
“Someone at some stage in the value chain
has to make something,” he said.

Asia

mote economic integration” of these three
regions, he said. Hu Angang is adviser to a
special research team studying cooperation
among Southwest China and Southeast Asia
and South Asia.

The “passageway” would include devel-
oping railways, expressways, waterways,
aviation, oil pipelines, electric grids, tele-
communications, and Internet networks.
Communications bottlenecks seriously limit
current cooperation in this region, Hu said.

China and its neighbors must cooperate
to build or upgrade highways, to form a high-
grade highway network, including a key
route from Kunming to Bangkok and Sin-
gapore.

Existing railways should be linked to
form three key arteries: one, in the west, from
Kunming to west Yunnan’s Dali, and then to
Myanmar’s Yangon; one, more central, from
Kunming to Bangkok; and another to the
east, to upgrade the existing Yunnan-Viet-
nam Railway.

In addition, the Lancang-Mekong River,
which passes through China, Myanmar,
Laos, Thailand, Cambodia, and Vietnam, is
expected to be exploited as a key interna-
tional inland waterway. Hu said that large
oil-storage facilities and refineries could be
jointly built in Yangon to process Mideast
oil that would be transshipped via a pipeline
to Kunming. Hydropower resources in
Southwest China could be exploited also for
Thailand and other countries.

Hu also said that first priority should be
given to aviation relations, to promote tour-
ism, and encourage such Chinese exports as
cigarettes, flowers, and traditional medicine.

Public Health

Irradiated Hamburger
Goes on Sale in U.S.

China Needs ‘Grand
Passageway’ to South

Itis now time to build an “international grand
passageway” connecting southwest China to
South and Southeast Asia, stated Chinese
economist Hu Angang, in an interview with
the April 30 China Daily. Building this
“grand passageway” will “significantly pro-
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The first irradiated hamburger patties went
on sale on May 16 in Minneapolis supermar-
kets. These are the first red meat products
to be commercially irradiated in the United
States using the electron beam method. The
meat is irradiated by Titan Corp., at its new
plant in Sioux City, Iowa, and marketed by
Huisken Meats.

Titan’s plant is dedicated to meat and
poultry processing, using Titan’s “Sure-

Beam” system, and Titan has contracts with
several major food companies, including
Tyson Foods, Cargill, Emmpak, IBP, and
Hawaii Pride. The plant can turn out 80,000
hamburger patties per hour. The low-level
radiation kills harmful food-borne patho-
gens, such as listeria and salmonella, without
affecting the taste or wholesomeness of the
food product.

“We are at an important point in the his-
tory of public health—a moment on par with
the introduction of milk pasteurization ear-
lier in this century,” commented Jan
Malcolm, Commissioner of the Minnesota
Department of Health.

How long it will take irradiated ground
meat to arrive at other locations around the
country depends largely on consumer
demand.

Economic Policy

Ignore IMF, World Bank,
Says Nigeria’s Aluko

Prof. Sam Aluko, the former chairman of Ni-
geria’s National Economic Intelligence
Committee, attacked the International Mon-
etary Fund (IMF) and the World Bank for
their meddling in the 2000 budget process,
in an interview with the daily Vanguard on
May 8.

“I don’t support the dictation of the IMF
and the World Bank in our budget. They are a
nuisance,” Aluko said. “The IMF and World
Bank are snookers. They want to control all
governments in the developing world. The
running down of government is as a result of
the IMF, the devaluation of our currency is
their handiwork, the privatization is as a re-
sult of their pressure. It is high time that our
government resists them. Now they say we
want to take over $1 million from them.
What for? . .. I think we should wash our
hands of any deal with them. Let them keep
their money, let us organize ourselves. We
are not a poor nation.”

Professor Aluko said, “At the end of the
day, those whole stole our money would end
up buying those things we now want to pri-
vatize.” Speaking of enterprises that are be-
ginning to be privatized, he said: “If they are
run very well, they will not collapse; let gov-
ernment pump money into them, and let us
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see if they would perform excellently. . ..
How are we to be sure that private persons
can finance properly what government can-
not finance?” Aluko added, that for the elec-
tricity in the country to be efficient, Nigeria
needs about 20 electric power authorities, in-
stead of the “one we have.”

Professor Aluko is an endorser of Lyn-
don LaRouche’s Presidential campaign
(EIR,Dec.24,1999,p. 64; see also EIR, Jan.
16, 1998 for his views on the Nigerian
economy).

New York City

More Dependent on
Wall Street than Ever

Contrary to the claims of some, New York
City is more dependent on Wall Street now,
than it was at the time of the 1987 stock mar-
ket crash, according to a study by the New
York Federal Reserve, the May 1 New York
magazine reported. In 1998, the combined
salaries and bonuses paid by Wall Street
firms accounted for 19% of the total New
York payroll, up from 11% in 1987. Some
75% of the capital gains recorded during the
recent boom accrued to the richest 2% of the
city’s taxpayers.

“Because Wall Street represents a much
larger share of the city economy than at any
time in the past, a significant downturn in the
industry could result in more severe employ-
ment and income losses than those recorded
in the 1970s or the early 1990s,” warned the
study by New York Fed economists Jason
Bram and James Orr.

A study by economist James Parrott
showed that 97% of the increase in the city’s
total paychecks during 1990-97 went to
workers on Wall Street, and that from 1992,
when the city’s “recovery” from recession
began, the Wall Street crowd accounted for
56% of the gain. That so-called recovery was
largely based on the Wall Street bubble.

The U.S. Department of Commerce esti-
mates that every new job on Wall Street cre-
ates two other new jobs in New York, and
Wall Street supports many of the city’s res-
taurants, bars, car dealers, parking lots,
clothing stores, law firms, accountants, and
advertising firms (and, although the article
was quiet on the subject, cocaine dealers).
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The “most glaring” impact of Wall Street,
the article stated, is in the “exorbitant run-up
in real-estate prices.”

The stock market crash of Black Monday
1987 devastated New York because of the
cutbacks and layoffs on Wall Street, which
hurt the city’s and state’s tax revenues,
prompting tax hikes; within a few weeks of
the crash, housing prices began to fall, even-
tually dropping 25%, with the real-estate
market not regaining 1987 levels until 1996.

Political Economy

Thailand ‘Too Weak for
Free Market,” Says Judge

Chai-Anan Samudavanija, respected aca-
demic and member of the Constitutional
Court, criticized the government’s rush to
pass legislation to speed up market liberal-
ization, and insisted that the country is too
weak to resist the forces of globalization, in
an address to a seminar on the government’s
ninth economic and social development
plan, the Bangkok Post reported on May 11.

Chai-Anan’s alternative to Article 87 of
the Constitution, which obliges the state to
promote a free-market economic system, is
in the direction of a concept of “general wel-
fare,” and more in line with the approach of
King Bhumiphol, emphasizing “a suffi-
ciency economy” (i.e., self-sufficient); a
shift in emphasis from private sector to com-
munity cooperation; growth without greed;
and development, which includes consider-
ation of cultural, political, and educational
aspects. National economic plans, so far,
Chai-Anan said, have barred any input from
the people and, thus, cannot be sustained. He
accused the government of being obsessed
with strengthening the private business sec-
tor, warning that if this situation continues,
there will be conflict between government
and people.

The manager of the government pension
fund seconded Chai-Anan’s remarks, saying
that the government has been too generous
in opening up Thai markets. A Thailand De-
velopment Research Institute adviser
pointed out that budget constraints will
cause the government to focus on paying off
the public debt, when it should prioritize in-
vestment in education and public health.

Briefly

JAPAN’S 16 major banks wrote off
bad debts totalling 4.5 trillion yen
($43 billion) in the year ended March,
three times the figure projected last
May. The higher-than-expected fig-
ure was attributed to losses by subsid-
iaries, losses on real estate held as
loan collateral, and corporate debt
gone bad.

BANGLADESH is ready to export
excess natural gas to India, Foreign
Secretary Gulam Rahman said at a
meeting organized by the Federation
of Indian Chambers of Commerce
and Industry, The Hindu reported on
May 10. There is domestic opposition
to the plan, but the United States is
urging Bangladesh to exploit its gas
potential.

CHINA is expected to invest about
$10 million in Pakistan Railways
projects, including doubling the 121
kilometer track from Lodhran to Kha-
newal, electrification of 161 km of
track from Khanewal to Samasata,
construction of rail bridges, and in-
stallation of signalling equipment.

ARCHER DANIELS Midland’s
view of customer relations was re-
vealed by an unnamed executive dur-
ing an illegal price-fixing meeting
with a foreign competitor: “We have
a saying here in this company that
penetrates the whole company: Our
competitors are our friends, our cus-
tomers are the enemy.” The remark
was captured on tape by the FBI, ac-
cording to Smart Business magazine.

THAILAND and Vietnam, the
world’s two largest rice exporters,
with exports of 10 million tons, have
agreed to cooperate to stabilize world
rice prices.

GHANA’S President Jerry John
Rawlings called for a redefinition of
globalism on May 10. It is unfair to
call a system “globalized” when only
one sector defines the concept and its
terms of operation, he said. Nations
should take a cue from the Malaysian-
initiated Smart Partnership, he said,
where global interaction becomes
mutually beneficial.
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Indochina 25 Years Later:
Leaving Colonialism Behind

by Gail G. Billington

This spring has seen an outpouring of interest in Indochina,
timed to coincide with the silver anniversary of the U.S. with-
drawal from Vietnam on April 30, 1975. Inevitably, attention
also focussed on the war itself, which dealt a blow to all
France’s former Indochina colonies —Cambodia, Laos, and
Vietnam — from which they have not yet recovered, and on
the horrendous genocide which followed the April 1975 sei-
zure of power by the Khmer Rouge in Phnom Penh, Cambo-
dia. Mixed into the reminiscences has been only the smallest
hint of what should be done today —and most of that is the
ludicrous perspective of how to spread the “new economy”
of cell phones and computers to the impoverished people of
the region.

EIR undertook this current study from the standpoint of
our own active involvement in the policies involving the re-
gion over these same 25 years. While the war was basically
over when EIR was founded, we put heavy emphasis from
the mid-1970s on, to the requirements for lasting economic
development in the region, which were first formally pre-
sented in Lyndon LaRouche’s 1983 “A Fifty-Year Develop-
ment Policy for the Indian-Pacific Oceans Basin,” a policy
paper which encompassed the Indochina peninsula, and
which was updated in recent years. Also during the 1970s,
EIR was among the first Western journals to cover the 1979
trials in absentia of the Pol Pot genocidal crew, who launched
a campaign of “purification” that led to the deaths of an esti-
mated 1.7 million Cambodians, perhaps up to 3.3 million, in
little more than three years and eight months. In addition,
we exposed the source of this evil as located in the Western
existentialist cults of the Sorbonne in Paris, which were dedi-

22 Feature

cated explicitly to destroying human civilization.

But, perhaps most importantly, EIR and its founder Lyn-
don LaRouche have devoted this same period to uncovering
the source of the evils imposed on Indochina, in the tradition
of imperial oligarchism, which has been the mortal enemy of
the American republic, and in seeking to revive the American
anti-imperial tradition as represented by President Franklin
Delano Roosevelt. This work brought us to understand, in
depth, the source of the evil policies represented by, for exam-
ple, Henry Kissinger, a self-professed British agent and en-
emy of the “idealism” of FDR; and of Robert Strange McNa-
mara, who turned out to be a fanatical adherent of the same
Malthusian cult now headed by Britain’s Prince Philip.

Today, the opportunity for Indochina to finally achieve
economic development still depends upon resolving this bat-
tle between FDR’s anti-colonial outlook (abandoned by his
successors),and the British imperial yoke represented primar-
ily by the International Monetary Fund, in favor of FDR.
As our interviews and economic studies show, many of the
prerequisites —in planning and political good will —already
exist. The successful defeat of colonialism, however, will
depend heavily upon Americans acting to make the necessary
policy changes, changes which this Feature should make
crystal clear.

The Roosevelt Legacy

U.S. involvement in Indochina in the post-Franklin Roo-
sevelt decades of the Cold War makes no sense, outside the
context of the battle for, or against, that unique mission de-
fined for the United States in the Preamble to the Constitution
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and the Declaration of Independence, a mission — to promote
the General Welfare, in a community of principle among sov-
ereign nation-states —intended to be shared as the universal
patrimony of the truly sovereign, independent nation-state.
Against that purpose, aided and abetted by assassination of
too many American Presidents, have been repeated efforts to
subvert that mission, to use the United States as the muscle to
defend an oligarchical political and economic order that treats
10% as humans, and the rest as something far less. Since its
founding in the mid-1970s, EIR has a track record of examin-
ing that historical conflict in U.S. policymaking.

In the twentieth century, U.S. contact with two prominent
Asian leaders most succinctly captures the paradoxical rela-
tionship that landed the United States in the quagmire of a land
war in Southeast Asia, a war that Gen. Douglas MacArthur
strongly advised President John Kennedy against: China’s
Dr. Sun Yat-sen and Vietnam’s Ho Chi Minh. In reviewing
how the European colonial powers drew China into World
War I against Germany, Dr. Sun Yat-sen outlined a plan for
the international development of China, warning that failure
to carry out his major infrastructure projects would surely
lead to another world war. Dr. Sun’s plan drew on the tradition
of the nation-builders associated with President Abraham
Lincoln’s infrastructure building, such as the continental rail-
way, a tradition which was shared also with Dmitri Men-
deleyev of Russia, and Japan’s Meiji reformers.

Dr. Sun’s plan is a precursor of a proposal that LaRouche
and his associates have campaigned for since the founding of
EIR, outlined in a series of “great projects” for each continent,
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President Franklin Roosevelt (above, left) and British Prime Minister Winston
Churchill, at Yalta, February 1945, and Vietnamese leader Ho Chi Minh (left), 1954.
Ho backed the Allies, and the Vietnamese Declaration of Independence quoted from
the U.S. Declaration of Independence, in anticipation of FDR’s intention to end
colonialism. After FDR’s death, his postwar intentions, and U.S. and Southeast Asia’s
interests, were betrayed to the British.

and linking the whole together. For Asia, in 1983, EIR issued
its report, “A Fifty-Year Development Policy for the Indian
and Pacific Oceans Basin,” which identified five major water-
management projects: canal projects for the Ganges and
Brahmaputra Rivers in India; the Mekong River Basin; the
Kra Canal in Thailand; the proposed Hangzhou-Peking
(Beijing) canal in China; and a second Panama Canal.

InJanuary 1997, EIR released its “Eurasian Land-Bridge”
report, consolidating work over the previous two decades into
a global great infrastructure program. Figure 1 shows the
priority interconential routes, as identified in the “Eurasian
Land-Bridge” report. Figure 2 shows the principal nations of
the Southeast Asian peninsula, and the Mekong River Basin;
and Figure 3 presents in detail, proposed development corri-
dors and links.

Both Dr. Sun Yat-sen and Ho Chi Minh sought U.S. sup-
port, over decades, to liberate their countries from colonial
occupation, and to participate in developing those nations to
their full potential. Dr. Sun Yat-sen was rebuffed when he
came to the United States. President Woodrow Wilson, the
President who resuscitated the Ku Klux Klan with Holly-
wood’s help, had no time to meet with Ho Chi Minh on the
sidelines of the 1919 Versailles Peace Conference after World
War I. Following that “war to end all wars,” Versailles was
an orgy of the victors, who reimposed their right to carve up
China and other colonial territories, crushing hope around the
world that the colonial yoke would be lifted, and imposing a
war reparations debt burden on Germany that ensured the
outbreak of a new war. The betrayal of that hope in the Ver-
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FIGURE 1

Topographical Map of Eurasia, with Some Main Development Corridors
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FIGURE 2
Mekong River Basin and Nations of the
Greater Mekong Subregion Development

Figure 1 is a relief map of Eurasia, with priority “Land-Bridge”
routes shown, indicating important development corridors to link
nations all across the intercontinental expanse. There are key links
to Southeast Asia for modern rail routes, both around the
peninsular coastline, and importantly, across the highlands near
Kunming, Chinadd

O

Figure 2 shows in more detail, a principal physical geographic
feature of the Southeast Asian peninsula—the Mekong River Basin.
The Mekong is over 4,000 kilometers long, ranking 16th in length,
and is also among the top 10 in volume of discharge, among the
world’s rivers O

O Along its course, the Mekong drains a total catchment area of
795,000 square kilometers—well over twice the land area of Japan.
In its lower region, an area of over 609,000 square kilometers, its
drainage basin comprises almost the whole of Laos and Cambodia,
one-third of Thailand, and one-fifth of Vietnam.
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FIGURE 3
Railways, and Kra Canal, in South Asia
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sailles “peace” did more to recruit into the ranks of Commu-
nist and Socialist parties than any other single event up to
that point. Many leaders of the Communist Party of China,
including Zhou En-lai and others, joined only after the crush-
ing defeat at Versailles. Ho Chi Minh joined the Communist
Party in Paris in 1920, insisting later that “it was patriotism
and not communism that originally inspired me.” Ho Chi
Minh wrote repeatedly to U.S. leaders, seeking support for
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Vietnam’s aspirations to independence.

Ho Chi Minh specifically sought “trusteeship” for Viet-
nam, the formula Franklin Delano Roosevelt proposed in
1933 for the Philippines, shortly after his election, which al-
lowed for an interval to learn how to govern, knowledge not
shared by the colonial powers. Roosevelt’s announcement of
“trusteeship” for the Philippines was an early warning to the
European colonial powers of his intent to end colonialism,
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FIGURE 4
Unexploded Ordnance in Lao P.D.R.

their Creator with certain unalienable
rights; among these are life, liberty, and
the pursuit of happiness.”

THAILAND

The dark tone indicates high
density bombing and the lighter
tone indicates moderate bombing,
in the timeframe 1965-70.

Neo-Colonialism Takes Over

Roosevelt died on April 12, 1945,
four months before Vietnam’s August
Revolution, when Ho Chi Minh and
associates wrested control of the north
of Vietnam. In the vacuum following
Roosevelt’s death, British forces
rushed to restore French colonial con-
trol of southern Vietnam, while Anglo-
phile elements of the U.S. political and
financial establishment, epitomized by
Harry Truman and Allen and John Fos-
ter Dulles, brought U.S. foreign policy
into line in support of, and, eventually,
in place of, colonial France in Indo-
china.

Twenty-five years after the Indo-
china wars, new material is being de-
classified that will surely unleash con-
troversy. More attention is being paid
to the Eisenhower Administration’s —
specifically, John Foster Dulles’s—
consideration of giving tactical nuclear
weapons to French forces desperately
trying to hold on to Dien Bien Phu.
The tragedy is, that anyone could have
failed to recognize that the French were
already self-defeated at Dien Bien Phu,

P based on decades of colonial abuse, not

]\ the least as a consequence of the official

~ French Opium Monopoly’s repeated

CAMBODIA ,} cheating of local hill tribes on the price

Source: 1998 Annual Report, Lao National UXO Programme.

which he later made explicit to Britain’s wartime Prime Min-
ister Winston Churchill, declaring that the United States did
not fight World War II to see the colonial empires reestab-
lished.

Ho Chi Minh’s contact with American officers of the Of-
fice of Strategic Services (OSS), initially in Kunming, China
and later in Vietnam, was mentioned in one Agence France
Presse wire in the anniversary coverage. The full story re-
mains to be told, but OSS officer Archimedes Patti, in his
autobiographical book Why Vietnam?, recounted his mis-
sion’s contact with Ho and Ho’s incorporation into his procla-
mation of Vietnam’s independence on Sept. 2, 1945 the fol-
lowing: “All men are created equal. They are endowed by
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of their opium crops. By the time of
the battle of Dien Bien Phu in 1954,
France’s colonial military presence de-
pended on the military’s control of that
opium trafficking, and U.S. aid. Where the French believed
the hill tribes to be their allies, the latter were instead guiding
the Viet Minh to destroy the French forces. France paid a
heavy price for that war: 90,000 dead, 114,000 wounded,
another 21,600 French or indigenous persons missing. There
is no estimate of the Viet Minh losses, except that it was
several times that of France.

Cambodia, the Lao People’s Democratic Republic
(P.DR.), and Vietnam emerged from their respective wars
with economies that not only remained unchanged since
colonial days, but what little infrastructure had existed was
damaged or destroyed by saturation bombing, the laying of
millions of landmines, and the effects, more than a genera-
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tion later, of herbicides to clear away the cover of
the tropical rainforest.

An estimated 500,000 Cambodians were killed
in the U.S. bombings that preceded the Khmer
Rouge victory in 1975. The bombings themselves

FIGURE 5
Greater Mekong Subregion Road Projects
(as of February 1999)

contributed to rapid recruitment to the Khmer
Rouge, swelling its ranks from 3,000 to 50-60,000
by 1975. There is still no final tally on the bomb
tonnage dropped on Cambodia by U.S. B-52 raids,
but author William Shawcross, in Sideshow, re-
ported that “in 1971, a single B-52 squadron still
dropped in one year half the tonnage dropped by
U.S. planes in the entire Pacific Theater in World
War Two.” Total tonnage dropped of other ord-
nance, as reported in the April 14-27,2000 Phnom
Penh Post, is far too long to include here. When
the Khmer Rouge were finally driven out of Phnom
Penh (in less than three weeks) in January 1979,
an estimated 10 million landmines were left behind,
roughly one per person, much of it in the richest
rice-growing province of Battambang.

In Laos, during 1965-75, an estimated 2-3 mil-
lion tons of ordnance were dropped on a population
of 3 million, equal to one planeload of bombs
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mated at 20 million gallons, killed or injured
400,000 directly, and is believed to have contributed
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to severe deformities in another half-million chil- ——— Under study %0 sonaki
. . ~, “.eSoOngkhla
dren born to North Vietnamese soldiers who fought p— -
in the South. To this day, the rate of deformities in R1 Bangkok-Phnom Penh-Ho Chi Minh City-Vung Tau road improvement; est. cost: $490 million
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children of these soldiers is still far higher (5%) than i

normal, and is attributed by one leading Vietnamese

doctor to contamination of the food chain, in particu- 2;‘
lar,consumption of fish contaminated by dioxin resi- R6
R7

dues in water. Fish makes up about 70% of protein
intake in Vietnam.
The United States lost 58,000 personnel, with

Thailand-Lao P.D.R.-Vietnam East-West Corridor (Northern, Central, Southern); est. cost: NA
Chiang Rai-Kunming road improvement via Myanmar and Lao P.D.R.;

est. cost: $507-829 million

Kunming-Lashio Road System improvement; est. cost: $629-909 million

Kunming-Hanoi road improvement; est. cost: $48-57 million

Southern Lao P.D.R.-Sihanoukville road project; est. cost: $33 million
Lashio-Loilem-Kengtung road improvement project; est. cost: $108 million

Southern Yunnan Province-Northern Thailand-Northern Lao P.D.R.-Northern Vietnam road
improvement; est. cost: $99 million

Northeastern Thailand-Southern Lao P.D.R.-Northeastern Cambodia-Central Vietnam
corridor project; est. cost $61 million

250,000 wounded or maimed, and 2,029 missing in
action (MIAs). The United States continues to hold

full trade relations with Vietnam hostage to progress
on recovery of these MIAs, while little, if any, assis-
tance is available for recovery of Vietnam’s MIAs.

Data on the bombing of Vietnam are anecdotal; however,
Figure 4, showing the density of bombings along the Ho Chi
Minh trail on the Laotian side of the Lao-Vietnam border,
gives some idea. In Quang Tri province, site of some of the
worst fighting near the Demilitarized Zone between North
and South Vietnam, there are as many as 5 million unexploded
cluster bombs and 58,000 landmines. The local government
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Source: Asian Development Bank

abandoned its mine-clearing operation 15 years ago because
of the $20 million cost of de-mining.

After the wars, all three countries were subjected to politi-
cal and economic isolation by major Western powers, and
nearer neighbors within Asia, into the early 1990s. Today
they rank among the poorest countries in the world:

Cambodia: 10.5 million people; annual per-capita in-
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FIGURE 6
Greater Mekong Subregion Rail Projects (as of
February 1999)

$400; 46% live below national poverty line; 40% of
children under 5 are malnourished; life expectancy,
53.
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13th most populated country in the world; annual
per-capita income, $310; 37% below the national
poverty line; 45% of children under 5 malnourished;
life expectancy, 68.

All three face a further challenge: The number
of people under age 19 is close to 50% of the total
population, presenting a heavy burden on develop-
ment plans.

A Development Perspective

In the following package, EIR presents an initial
reflection on these three countries after the wars,
with two questions in mind: Where should these
countries be 25 years from now? And, if the United
tates paid an estimated $150 billion to wage these
wars, and lose, what are we prepared to pay to win
the peace?

To begin to answer these questions, we review
the Asian Development Bank’s prospectus for the
Greater Mekong Subregional development, a proj-
ect that includes Cambodia, Lao P.D.R., Vietnam,
Myanmar, Thailand, and Yunnan Province, China,
and which EIR considers a subset of the Eurasian
Land-Bridge as a whole (Figures 5-8). The next
article, with maps adapted from the Asian Develop-

é
2LUangSON i of Thaitand
LEGEND:
%  National Capital
e City/Town

"""" Existing rail

.'qSongkhIa
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ment Bank map series, gives locations of transpor-
tation and communications projects. Included are
outlines of projects of special urgency for this re-
gion, in particular large-scale water-management
projects, and also nuclear power development. This
perspective is conspicuously absent altogether from

KEY:
RW1
RW2
RW3
RW4

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

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

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

RWS5 Yunnan Province-Myanmar railway project; est. cost: $700 million to $1.2 billion

RW7 Railway developments connected with mineral development in Lao P.D.R.;
est. cost: $650 million

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

RW8

Project to provide Northeast Thailand-Lao P.D.R. rail links; est. cost: $70-475 million

the Asian Development Bank approach.

The ADB’s $40 billion Greater Mekong Subre-
gional project was established in 1992, but was
stalled by the Asian financial crisis that erupted in
1997. Moreover, the ADB’s projection is that half
of the $40 billion would be funded by private-
sector financing, a highly dubious assumption given

current global financial and monetary conditions.
Moreover, nowhere factored into these figures are

Source: Asian Development Bank.

come, $300; 40% of the population estimated never to have
attended school; 36% live below the national poverty line;
38% of children under 5 are malnourished; life expectancy,
54 years.

LaoP.D.R.: 4.8 million people; annual per-capita income,
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the added costs of clean-up after the wars.
We include interviews with His Excellency
Vang Rattanavong, Ambassador of the Lao Peo-
ple’s Democratic Republic to Washington, D.C.;
His Excellency Ouch Borith, Permanent Representative of
the Royal Cambodian Government to the UN; and Loung
Ung, National Spokesperson for the Vietnam Veterans of
America Foundation’s Nobel Prize-winning Campaign for
a Landmine Free World and author of First They Killed My
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Father: A Daughter of Cambodia Remembers.
We also include excerpts from a 1984 memoran-

dum by Lyndon H. LaRouche, Jr. on the five-year

plan of the Communist Party of Vietnam, in which

FIGURE 7
Greater Mekong Subregion Water Navigation and Air
Transport Projects (as of February 1999)

LaRouche analyzed the peculiar problems of devel-
oping a previously colonial economy under current
global strategic and economic conditions, the histor-
ical and cultural roots of the conflict in U.S. foreign
policymaking, and the shared interest of the United
States and the nations of Asia in fulfilling the mission
of truly sovereign nation-states, as defined in the
Preamble to the Constitution and the Declaration
of Independence.

Thus, the picture that emerges, leads to the ines-
capable conclusion that, at best, the ADB’s plan for
the Greater Mekong Subregion is only a first approx-
imation of what is required, and even to accomplish
that goal, will require both the determined commit-
ment of a core group of nations to launch a New
Bretton Woods global financial reorganization, and
what LaRouche defines in his memorandum as the
emergence of new political forces to ensure its
success.

Not by accident, the legacy of Dr. Sun Yat-sen
lives on in this conclusion. At the 1944 Bretton
Woods conference, Dr. Sun’s brother-in-law, then
China’s Finance Minister T.V. Kung, motivated
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Twenty-five years after the Indochina wars, the w2
ideological divide of the Cold War is giving way.
Cambodia,LaoP.D.R.,and Vietnam have joined the

Association of Southeast Asian Nations (ASEAN), e
and are beginning to enjoy unprecedented collabora- ws
we

tion also with ASEAN’s dialogue partners, China,

Japan, and South Korea. (See LaRouche commen- vao

tary on the new Asian Monetary Fund, p. 6.) "
Nowhere is this shift more telling than in recent | A4

remarks by Malaysia’s Prime Minister Datuk Seri ™

Dr. Mahathir bin Mohamad. In his April 11, speech

Mekong Delta navigation improvement project; est. cost: $3 million
Red River navigation improvement project; est. cost: $26 million
Southern Lao P.D.R.-Cambodia navigation improvement project; est. cost: NA
New Phnom Penh port develoment project; est. cost: $95 million
Sihanoukville port development project; est. cost: $132 million
Central Vietnam port(s) improvement project; est. cost: various

Cai Lan port development project; est. cost: $150-280 million

Thi Vai-Vung Tau port system project; est. cost: $150-320 million
Yangon-Thilawa port improvement project; est. cost: $100 million.
Cambodia airports improvement project; est. cost: $120 million
Yunnan Province airport improvement project; est. cost: $45 million
Myanmar airports improvement project; est. cost: $150+ million
Second Bangkok international airport; est. cost: $4.2-5 billion
Vietnam airports improvement project; est. cost: $100-500 million
Establishing New Subregional Air Routes

to the ASEAN Business Summit 2000 in Kuala

Lumpur, Dr. Mahathir spoke of the threat of a “new
imperialism” emerging under the guise of market
globalization and liberalization. He said: “Let us not
forget what one of the great leaders of ASEAN, Ho Chi Minh,
said a long time ago: nothing is more precious than freedom
and independence.” In his May 1 column in Japan’s Mainichi
Shimbun, commenting on the Group of 77 meeting in April
inHavana, Cuba, Dr. Mahathir said: “Ideologies are no longer
important to these countries. They all want their nations to be
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Source: Asian Development Bank.

more prosperous.”

In so recognizing our common interest in building for the
next 25 years and beyond, may we, at long last, write the last
chapter on these Indochina wars, and bring peace to the living
and the dead, while fulfilling our aspiration for a brighter
future.
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Harnessing the Mighty
Mekong River

by Gail G. Billington

The 4,200 kilometer Mekong River in Southeast Asia is the
tenth-largest river in the world, providing a natural link to six
regional countries, which entered into a program of subre-
gional economic cooperation in 1992 with the assistance of
the Asian Development Bank (see Figure 2, p. 24). From its
origins high in the Tibet Plateau, the Mekong is shared by
Yunnan Province, China; Myanmar; Lao People’s Demo-
cratic Republic (P.D.R.); Thailand; Cambodia; and empties
into the South China Sea through the Mekong delta of south-
ern Vietnam. The Greater Mekong Subregion (GMS), as it is
known, is one of the most productive agricultural regions in
the world, and includes the world’s two most important rice-
exporting nations: Thailand and Vietnam. The combined pop-
ulation of the six participants is approximately 240.4 million
people in a land area of 2.3 million square kilometers. In
1997, its total Gross Domestic Product was $211.8 billion,
but annual per-capita GDP ranged from $280 to $3,100.

The plans for development of the Mekong River Basin
have existed since the late 1950s. Many were worked out by
the United Nations, and even by the U.S. Bureau of Land
Reclamation. But the potential of this region has only begun to
see progress in the last few years, due to the political conflicts,
which have kept much of the Mekong region embroiled in
wars continuously since World War II. Because of that con-
flict, all of the participants except Thailand, rank among the
poorest nations in the world. Projections suggest that the total
population could reach 314 million by 2010, and contribute
100 million to the growth of cities and towns. Currently, much
of the large labor force is underemployed and undereducated,
while its mineral and water resources remain largely un-
tapped.

The GMS initially came together to enhance economic
interaction, particularly in infrastructure and energy. It is an
informal grouping of neighboring countries, which have held
several ministerial conferences that have produced agree-
ments covering criteria for choosing project priorities and
building an institutional structure for developing the region.
The Asian Development Bank (ADB) has played the role of
“facilitator,” providing technical assistance, supporting the
consultative process, and mobilizing interest among potential
donors and investors.

In 1996, the ADB released an overview report of the prior-
ity infrastructure projects agreed to by the GMS, in eight
areas: transport (road, rail, air, and water), energy, telecom-
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munications, environment, human resource development,
tourism, trade facilitation, and investment. Sector studies,
completed under ADB technical assistance programs, in-
cluded recommendations regarding nearly 100 subregional
projects and initiatives in these priority areas. Figures 5-8
were adapted from the project maps in the ADB report.

It should be readily apparent from these maps that the
current plans are actually a giant step down from those con-
ceived in earlier decades. Water control projects, which could
prevent massive damage from periodic flooding, are not in-
cluded atall. Nuclear power has beenruled out,and in general,
the vision is limited by the idea that half of the projects have
to be financed by private means—a virtually impossible con-
dition if there is to be extensive modernization of major infra-
structure.

Priority Projects

In the transport sector, studies identified 34 priority subre-
gional projects, as follows: 9 relate to roads, 8 to rail lines, 10
to water transport, 6 to air transport, and 1 to institutional
development. In the energy sector, 12 priority subregional
projects have been identified, of which 8 relate to power gen-
eration and transmission, 2 to hydrocarbon development, and
2 to institution building. Telecommunications studies cover
13 transmission projects, while an additional 5 studies cover
feasibility, policy development, and related option studies,
which have been endorsed for priority implementation by the
GMS participating countries.

To keep up the momentum behind these projects, the
members have set up ongoing forums to recommend ap-
proaches to the “hardware” of infrastructure building and the
“software,” including resolution of physical borders between
nations and harmonizing government rules and procedures
governing cross-border transit of goods, vehicles, and people.
This process will benefit from the opening of a headquarters
of the Mekong River Commission on May 4, 1999. The Com-
mission is a predecessor to the GMS, and includes four GMS
members, Cambodia, Laos, Thailand, and Vietnam, in pro-
moting development of water and resources in the lower Me-
kong basin. The headquarters will alternate between Phnom
Penh, Cambodia and Vientiane, Lao P.D.R.,every five years.

The ADB estimates the cost of the priority projects so far
agreed to by the GMS at $40 billion over the next 25 years,
half to be funded by the ADB, with the balance covered by
private sector investment. Within a year of the ADB’s release
of its overview report on the Greater Mekong Subregion, the
nations of Southeast Asia were plunged into the worst finan-
cial crisis in postwar history, and no country escaped the
painful collapse of currency values, diminishing aid, and ris-
ing unemployment. As of February 1999, the ADB had up-
dated the status of the priority projects, most of which updates
concern the progress in lining up financing for the previously
agreed-to physical projects.

That said, in looking at the maps of the GMS plans pre-
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FIGURE 8
Greater Mekong Subregion Proposed

Telecommunications Network (as of February 1999)

Bangkok, Thailand to Phnom Penh,Cambodia to Ho
Chi Minh City and coastal Vung Tau in southern
Vietnam; Northeast Thailand through Lao P.D.R. to
central Vietnam; Chiang Rai, Thailand to Kunming,
China through Myanmar and Lao P.D.R. and
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Kunming, China to Hanoi, Vietnam. The total cost
of the nine proposed road improvements is $2.1-
2.7 billion.

Figure 6 shows rail transport projects. Rail trans-
port should take on a larger role in freight transport;
however, except in Thailand and Yunnan Province,
rail conditions are poor to nonexistent. There is no
rail system in Lao P.D.R. at present, for example.
The cost of estimated repair, upgrading, or building
from scratch is estimated at $4.4-5.8 billion.

Air transport projects, shown in Figure 7, are
weighted to improving five regional airports and
construction of a new Bangkok International Air-
port, the latter project postponed due to conflicts
over site, but even more due to the 1997 financial
crisis. The estimated cost of the five selected projects
is $4.5-5.8 billion.

Figure 7 also shows water navigation projects,
including inland river transport and coastal seaports.
In addition to the Mekong and its multiple tributar-
ies, the region is endowed with several major rivers,
including the Chao Phraya in Thailand, the Red
River in northern Vietnam and, in Myanmar, the
Ayeyarwady, Chindwin, Thanlwin, and Kaladan
Rivers. A number of hydrological and navigational
obstacles must be solved on the Mekong, while riv-
erports and seaports suffer from inadequate berthing
and cargo facilities, aging transport fleets, and poor
port management. Estimated cost of selected proj-

ects is $737-810 million.

Source: Asian Development Bank.

sented here, keep in mind that what is represented, even if
only a first approximation of what is required, is a revolution-
in-the-making for these countries, and defines a whole new
universe of opportunities for a population that has fought and
suffered long and hard to seize such opportunities.

Highlights of key projects follow:

Transport: Road transport is the principal mode for freight
transport in the region; however, the quality of road infra-
structure, including bridges, is generally fair to poor, except
in Thailand. Existing roads in the subregion were mostly built
in the 1930s to 1960s. Available fleets of vehicles are gener-
ally small and rates of motorization are low, i.e., bicycles and
motor scooters vastly outnumber cars and trucks.

Road projects, shown in Figure 5, will fill in the Trans-
Asia Highway, linking all six GMS members, as follows:

EIR May 26, 2000

Energy: The GMS has enormous energy-gener-
ating potential; however, the geographic distribution
of energy resources is uneven. According to the
ADB’s report, up until recently, the six GMS coun-
tries had based energy development on national “self-suffi-
ciency.” A shift to an integrated regional approach based on
plugging hydropower-generating capacity into an electric
power transmission grid, with links to a cross-border gas pipe-
line network, is planned. ADB estimates potential electricity
generation from hydropower at 250,000 megawatts, or ten
times current total generating capacity. The greatest potential
is located in Yunnan Province, Myanmar, Lao P.D.R., and
Vietnam. In contrast,current rates of electrification among the
GMS members is an extremely low 4-13% of total population,
while annual per-capita electricity consumption averages
only 220 kilowatt-hours (kWh), compared to, for example,
10,500 kWh in the United States, 6,400 kWh in Japan, and
5,595 kWh in Germany.

Telecommunications, Figure 8: The state of telecommu-
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nications technology, particularly in Cambodia, Lao P.D.R.,
and Vietnam, underscores the extreme penalty exacted on
these countries from the wars and postwar isolation they have
endured. The ADB report says that there are no direct links
between any of the three countries; rather, calls between any
two of the three countries must be placed through a third
location, such as Australia or Hong Kong, China. Before the
collapse of the Soviet Union, which had been the major source
of aid to these countries, a call from Phnom Penh to London,
for example, would be passed through operators in Moscow.
The objective of the GMS telecommunications plan is, sim-
ply, to build the first-ever standardized, integrated subre-
gional grid.

The Mekong River
Development Plan

by Marcia Merry Baker

A map of the proposed “Mekong Cascade” system
of mainstream dams and reservoirs is shown, as of

Tanghla Range of northern Tibet, in China, at an elevation of
5,000 meters, where the Yangtze River also originates. But
the lower Mekong Basin is in the monsoon belt, and its flow
is dominated by huge annual rainfall variation. Almost every
year, enormous volumes of excess water cause damage to
crops, dwellings, and economic functions. Alternately, there
is a serious flow reduction in the dry season. Building infra-
structure to coordinate water catchment and storage, and to
begin toregulate flow, can provide the basis for fabulous long-
term growth in the region.

AtPhnom Penh, the Mekong becomes connected to Cam-
bodia’s natural catch-basin, the Tonle Sap, alternately (de-
pending on the season) feeding or being fed by the Great Lake.
After the point of conjunction with the Tonle Sap River, the
main stream divides into two forks, and as these twin streams
continue south and enter Vietnam, they in turn fan out over a
vast, fertile delta, emptying into the South China Sea through
numerous mouths.

Along with the dams shown in the Mekong Cascade,
which can regulate flow out to sea, other projects can help
hold back saltwater intrusion into the Mekong Delta. A Delta
embankment system for dealing with seawater inflow, was

1990, (Figure 9 and Table 1). These illustrations

“ FIGURE 9
are reproduced from an EIR feature on the area, “Me- Proposed 'Mekong Cascade' System of Dams and
kong Development Plan: It Is Time To Awaken the Reservoirs

‘Sleeping Giant,” ” from March 29, 1991.

The Mekong Cascade is the core part of develop- [
ing the Mekong River Basin (see Figure 2, p. 24),
and details were worked out decades ago. However,
the major projects have been held up not only by
warfare, but principally by opposition from interna-
tional financial institutions and powers opposed to
development. The latest Asian Development Bank
proposals for the region conspicuously omit any map
of dams, and barely make mention of any of the
obvious large-scale projects.

In 1983, at a conference in Bangkok, Thailand,
Lyndon LaRouche outlined several “Great Projects”
for the Mekong and other regions, for developing
the vast resources of the Pacific and Indian Ocean
Basins. For the Mekong region, these concentrated
on control of the huge river.

River Basin Development Projects: The Me-
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TABLE 1
The ‘Mekong Cascade,” 1990 Specifications

Reservoir Net Installed Annual Lowflow Cost
Reservoir area storage capacity energy increase 1990
Project* elevation (sq km) (mil. m) (MWw) (GWh) (m/s) (mil. $)
High Luang Prabang 355/320 780 15,390 3,200 16,210 850 2,560
Pak Lay 275/255 370 5,580 2,500 12,730 430 2,190
Pa Mong 210/192 610 7,310 2,250 10,700 470 2,000
Bung Kan Regulator Dam NA NA NA NA NA NA NA
Ban Koum 125/123 400 620 2,400 11,230 120 2,260
Stung Treng 80/75 5,000 18,900 5,400 25,840 1,460 4,100
Sambor 40/38 1,160 2,500 3,200 16.200 260 2,850
Subtotals 8,320 50,300 18,950 92,910 3,590 15,960
Tonle Sap 10/3 61,360 54,470 NA NA 2,500 2,600
Totals 69,680 104,770 18,950 92,910 6,090 18,560

*Numbers such as 355/320 indicate elevation in meters above MSL (mean sea level) of reservoir full supply level (FSL) and low water level (LWL) respectively.

one of the designated “world” projects of the Japan-based
Global Infrastructure Fund over 25 years ago.

History of Plans: On three separate occasions since
World War II, when peace seemed close at hand —upon the
signing of the 1954 Geneva Accords, in 1972-73 as the Viet-
nam War was winding down, and again in 1990 —plans for
harnessing the Mekong River have been put forward to foster
regional stability and cooperation. But as of the end of the
century, the projects still need backing.

In May 1947, the UN Economic Commission for Asia
and the Far East (ECAFE), headquartered in Bangkok, began
astudy, “Preliminary Report on Technical Problems Relating
to Flood Control and Water Resources Development of the
Mekong — An International River,” which was published in
May 1952. Many engineering possibilities were posed, and
subsequent work identified priority sites and multi-purpose
projects, reviewed by experts, including from India, Japan,
France, and the United States. ECAFE expert P.T. Tan and
an international team produced specific dam proposals in
1956. In 1958, a UN Technical Assistance team issued an
evaluative report, overseen by Lt. Gen. Raymond Wheeler
(ret.) of the U.S. Army Corps of Engineers. The “Wheeler
Report” formed the basis for much of the work done on the
Mekong through the 1960s.

An Interim Mekong Committee, originating in 1957, has
overseen studies, planning, and implementation. Its Mekong
Secretariat is in Bangkok. A comprehensive plan for 1970-
2000 was commissioned by this committee, whose 600-page
report identified 180 development projects, of varying size
and priority. But, the pressure of recent years has been to scale
down or abandon major projects.

Vast Benefits: As of the early 1990s, consumptive use of
Mekong Basin waters for irrigation and water supply
amounted to less than 1%. At 254 megawatts of installed
capacity, the degree of exploitation of hydroelectric power
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then was also only in the 1% range. Thus, the benefits of the
river development projects for energy and irrigation poten-
tials are immense. The installed capacity of the five power
projects shown in Table 1 is 18,950 MW. Controlled water
flow can allow fabulous increases in per-hectare output of
rice and other crops, double-cropping, and millions of tons of
increase in annual agricultural output.

Southeast Asia Needs
Nuclear Energy

by Marcia Merry Baker

Shown on p. 34 is a photograph of the Guangdong Nuclear
Power Station, in Guangdong, China, published on the cover
of the March-April 1998 Nuclear Plant Journal. The plant, a
two-unit pressurized water reactor, from the French company
Framatome, with each unit rated at 985 megawatts-electric,
is owned and operated by Guangdong Nuclear Power Joint
Venture Co.

Inthe U.S. Atoms for Peace plans, developed in the 1960s,
nuclear power plants were seen as the “motors” for
“nuplexes”: nuclear-power-centered new cities, with com-
plexes of agriculture, processing, and various modern eco-
nomic activities. Although the nuplex idea fell victim to the
anti-nuclear, anti-development movement, it is key for na-
tions that intend to develop.

China has launched an ambitious program to expand its
nuclear power base, including research into advanced nuclear
plant design. In 1997, construction began on three new nu-
clear power plants in China. In the same year, South Korea
brought a nuclear plant on line, and started construction for
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another plant. South Korea is now about 41% nuclear, with
15 nuclear plants in operation and 3 under construction.

Japan and France are world leaders in nuclear-generated
electricity; both have a relatively high proportion of nuclear-
produced power to total power production: 36% of Japan’s
electricity, and 76% in France, was from nuclear, as of April
1999.

Throughout the nations of the Mekong River Basin re-
gion, which have huge hydropower potential, nuclear power
is, nevertheless, a vital part of future economic development.
In Vietnam, in particular, the lower-lying topography, 