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�TIillFeature 

Prospects 
for Russian 
economic revival 
by Lyndon H. LaRouche. Jr. 

This "Memorandum to Professor Taras Muranivsky" was presented by represen
tatives of Mr. LaRouche and the Schiller Institute to a special hearing of the lower 
house of the Russian Parliament, the State Duma, on Feb. 20, convened to discuss 
measures to prevent the disintegration of Russia' s (!conomy. Oral presentations 
were also made to the parliamentarians by Dr. Jonatfl,an Tennenbaum and Schiller 
Institute Moscow representative Dr. Taras Muranivsky. 

In my estimate, the most crucial facts posed by the present economic situation in 
Russia. and in eastern Europe,and the former Soviet Union generally, are in the 
following order of descending strategic weight: 

1.0 Russia is trapped in the new phase bf a worldwide 
monetary and financial collapse 

. 

1 . 1  The present global monetary and financial ortler has recently entered a new 
phase of collapse, as marked by such promi)nently discussed examples as 
(a) the long slide downward in bond mark�ts, (b) the waves of collapse 
caused by "derivatives" speculation, such �s the Mexico crisis, and (c) 
other impending. similar crises in nations �f South America, Italy. and 
some former Comecon-member countries in eastern Europe. (Contrary to 
the hysterical. and demonstrably futile attempts to deny this fact, the cur
rent, new round of bankruptcies or near-ban1¢uptcies of both governmental 
and private institutions is not a mere coinci�ence of separate and distinct 
local problems, but, rather, this pattern ofl increasing local crises is the 
result of an epidemic: a systemic disorder of the worldwide financial and 
monetary system as a whole.) 

1.2 The present phase of  the economic crises inside Russia and nearby countries 
is the result of the interaction between the ongoing, new phase of collapse 
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in the world monetary and financial systems , and the 
relative exhaustion of Russia' s  ability to deliver a 
stream of loot to western financier interests . Thus , 
the shrinking of the relatively depleted economy of 
Russia is an important feature of the current down
ward pressures upon London-centered world financial 
markets . This has a reciprocal effect: At the same 
time , the so-called reform-process in Russia is put on 
its death-bed by the inability of the western side of the 
financial system to supply sufficient assistance to keep 
the Russia reform-process alive in its present form . 

1.3 For related reasons,  there exists no possible solution 
to this crisis ,  either for Russia or for the world , within 
the bounds of the previously accepted terms of domi
nant international economic and financial institutions . 
The present world system, as derived from the post-
1 97 1  form of "floating exchange-rate" international 
monetary system, and present doctrines of Interna
tional Monetary Fund (IMF) and related "conditional
ities ,"  is doomed to extinction during the near- to 
medium-term . The present system will either be 
brought to an end in an orderly way , through govern
ments acting responsibly to put existing central bank
ing and financial systems under state-controlled reor
ganization in bankruptcy, or through a chain-reaction 
form of rapid, "thermonuclear" implosion of that 
speculative financial bubble which the world ' s  finan-
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cial system has become . 

Prof. Taras Muranivsky 
(at podium), Schiller 
Institute representative 
in Moscow, greets 
Lyndon LaRouche at an 
international conference 
of the Schiller Institute 
in Northern Virginia in 
1 994. On Feb. 20, 1 995, 
Professor Muranivsky 
submitted this 
memorandum by 
LaRouche to a 
committee hearing of the 
Russian State Duma, 
and presented testimony 
of his own on the science 
of physical economy. 

1.4 All workable alternatives to general collapse require 
governments to assume responsibility for the estab
lishment of new monetary and financial institutions to 
replace the bankrupt institutions which continue to 
dominate the world up to this moment . 

1.5 The special problem of Russia , is that whereas west
ern Europe , North America ,  Japan , and also the Peo
ple ' s  Republic of China still have some significant , if 
shrinking margin for maneuver in the short- to medi
um-term, Russia is among the growing roster of na
tions whose margin for existing under the rules of the 
present IMF conditionalities is virtually exhausted. 

2.0 The strategic peculiarities of Russia's 
present situation 

To define the cure for the sickness , we must always ad
dress the nature of the disease . To cure the sickness of Rus
sia ' s  economy today , we must identify the causes of this 
sickness accurately . 

Some have said that the sickness of Russia ' s  economy 
was that it had failed to adapt to the principles of the more 
successful western market economies .  This might remind us 
of the story of a man who went to a doctor seeking help to 
overcome a cold . The man took the medicine the doctor 
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prescribed, and the cold turned into pneumonia. The doctor 
then told him it was necessary to increase the dosage of the 
same medicine. The man accepted this advice, and died. 
However, that is not the end of the story. The dead man's 
family invited the doctor to the funeral, but the doctor had a 
conflicting appointment. The doctor had been taking the 
same medicine, and was attending his own funeral. 

That is Russia's experience with the western 
"physicians' " so-called miracle cures for the economy. That 
is the former Comecon sector's experience with deadly medi
cine once advertised as the so-called "Polish Model" of Prof. 
Jeffrey Sachs and the IMF. By 1989, what Yevgeny Preo
brazhensky once named "socialist primitive accumulation" 
had led to a politically acute state of economic illness 
throughout the Comecon sector; since 1989, the effect of 
Mrs. Margaret Thatcher's and George Bush's "Mont Pelerin 
Society" version of market-economy "medicine" has been' 
nearly fatal. When we look at economies and markets around 
the world, we see that foreign nations, the so-called magi
cians of "free trade economy," have themselves become sick 
from their own medicine. Perhaps, if we knew what kinds of 
policy the collapsing western economies need to overcome 
the effects of their own medicine, that is the policy which 
Russia needs, too. Perhaps, we, and those wizards of London 
and New York are all victims of the same, worldwide epi
demic of collapse of the current, 1971-95-style models of 
deregulated post-industrial utopias. 

Therefore: 

2.1  To define the causes and remedies for the present 
crisis in the Russian economy, we must begin by rec
ognizing that no competent analysis of the past de
cade's collapse of former the Soviet Union and Rus
sia's economy is possible, unless we view the collapse 
experienced by Russia as a special phase within an 
ongoing process of collapse of the world economy as 
a whole. 

2.2 The crisis of Russia could not be understood, nor 
competent corrections defined, if we did not recognize 
a second, added factor: that the worst features of the 
accelerating, 1989-95 collapse of Russia were the re
sult of the openly stated, hateful intentions of the 
government of Britain's Prime Minister Margaret 
Thatcher and the most important accomplice in her 
anti-european Russia policy, U.S. President George 
Bush. 

2.21 During the final three months of 1989, two opposite 
policies toward the former Comecon sector appeared 
in western Europe. One, typified by the respective 
proposals of Deutsche Bank President Alfred Herr
hausen and the Schiller Institute, projected east-west 
cooperation in large-scale infrastructure-development 
programs in the former Comecon sector; these poli-
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cies mirrored the similar thinking of France's Foreign 
Minister Gabriel Hano ux, Russia's Count Sergei 
Witte, and others, duri g the 1890s. During those 
same months, this first pe of policy was violently 
opposed by the British onarchy, on "geopolitical" 
grounds. During the cl sing months of 1989, Mrs. 
Thatcher's government ssued the most violent state
ments, warning against y large-scale economic de
velopment projects b�se on cooperation between the 
former Comecon state and Germany. President 
George Bush suppo Mrs. Thatcher in this and 
similar policies of her own and John Major's govern-
ments. ! 

i 
2.22 The Thatcher-Bush poli' y toward the former Come

con sector's economy, as "slash and bum." It was 
a policy best described as a theorem in geopolitical 
algebra premised upon ose same axioms of Halford 
Mackinder on which the 1945 "Morgenthau Plan" for 
occupied Germany was premised. During late 1989 
and 1990, London, sup rted by Bush and other pro
monetarist forces insideithe U.S.A. and U.N.O., in
troduced the IMF/SaCh�1 "shock therapy" policy, first 
to Poland, and then thr ughout the former Comecon 
sector, forcing a large- cale collapse within existing 
agro-industrial production capacity. 

2.23 "Shock therapy" has be�n accompanied by a program 
of intensive "capitalist Wimitive accumulation": Vast 
amounts and varieties of1the former assets of Comecon 
member-states have bel)n dumped on the world mar
ket at ridiculously low prices, providing a small mar
gin of foreign exchange into the bank accounts of 
Russian and other spec1Jfators engaged in selling valu
able assets of Poland, llussia, and Ukraine on world 
markets. The motive fo� this British looting policy is, 
not only subsidizing a s.gging western economy with 
this margin of colonial�t-style looting of the former 
Comecon sector, but all>o "geopolitics": Weaken the 
economy of the eurasian "heartland," and strengthen 
relatively the margin of future world hegemony for 
the London-led oligarchical interests based upon the 
so-called "rim." 

. 

2.3 Since mid-1994, Rus$a's economic opportunities 
have been improved pptentially by U.S. President 
Clinton's July 1994 act.ons at the Naples G-8 confer
ence, and in Bonn and Berlin, establishing a new 
"u . S. special relationsqip" with Germany, ending the 
"special relationship" With Britain. The U.S. Presi
dent's actions show th� the principal function of the 
new U.S. "special relationship" with Germany is to 
provide a life-line of ec<)nomic cooperation with euro
pean states to the east of Berlin. Although these are 
beneficial changes in direction, Russia so far has 
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gained from these policy-changes much more in pos
sibilities than in actual substance. 

2.31 So far, the substance of these changes is chiefly the 
following. President Clinton has broken the United 
States' ties to the 1989-92 geopolitical policies estab
lished under Mrs. Thatcher and Mr. Bush; that is the 
key to the savage attacks on the Clinton presidency by 
the British monarchy and its assets, such as George 
Bush, the fascistic neo-conservatives, and the leading 
news media inside the U.S .A. Over murderous British 
objections, Mr. Clinton and German Chancellor Hel
mut Kohl's government have taken important steps 
toward pushing forward some of the elements of eur
asian infrastructure cooperation proposed by the 
Schiller Institute's 1990 "Productive Triangle" draft 
and the later "Delors Plan." Although the latter are 
still limited initiatives, they are important and promis
ing parts of any future recovery-program instituted 
within the former Comecon region. 

2.32 The new "special relationship" between the U.S.A. 
and Germany is a good change for Poland, Russia, 
Ukraine, and so forth; it gives hope that the geopoliti
cal looting begun under Thatcher and Bush might end. 
The proposed railway-corridor and other development 
projects in which Russia will participate are part of 
any economic recovery in Russia and adjoining na
tions. However, although these developments are 
necessary steps in the direction of an economic recov
ery, they do not, by themselves, reach the threshold 
at which a genuine economic recovery would begin. 
These changes in U.S.A.-Germany policy toward 
eastern Europe, although beneficial directions in plli
cymaking, do not yet address the crucial task upon 
which a general reversal of the collapse-process de
pends absolutely: the long-overdue reorganization of 
the present, intrinsically bankrupt, globally hegemon
ic monetary and financial order. 

3.0 Plans may vary; correct principles are 
constant 

As one approaches the duties of shaping of economic 
policy under conditions of crisis, it is indispensable to distin
guish between sound principles, on the one side, and, on the 
other side, the variety of policies which would each and all 
be consistent with those principles. One must understand 
clearly the distinction between sound principles and the alter
native choices of good policies which may be based upon 
those principles. The most useful illustration of this distinc
tion is found in the difference between axioms and theorems 
in a formal, deductive geometry. 

In any schoolbook geometry, we are given, on the one 
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side, a set of axioms and postulates, and, on the other side, 
the open-ended list of numerous �eorems which may be 
shown to be consistent with that set �f axioms and postulates. 
In physical science generally, or in tconomic science in par
ticular, we should employ the wordj"principles," to take the 
place which a set of axioms and postulates occupies in a 
formalist geometry. The particulat1 policies, or "economic 
'blueprints,' " which can be showh to be not-inconsistent 
with specified principles, take the p�ce of the provable theo
rems of a specific choice of formaliat geometry . 

(It is relevant to note the following, rather little-known 
fact of scientific method. In Plato'� work, the term identi
fying any particular, constant set of Ilxioms and postulates of 
a formal system, is termed an hypothesis, as the term is also 
used, for example, by Bernhard Rilimann in his June 1854 
habilitation dissertation: "Uber die Hypothesen, welehe tier 
Geometrie zu Grunde liegen, " and »is "Versueh einer Lehre 
von den Grundbegriffen der Mathematik und der Physik als 
Grundlage fUr die Naturerkliirung, 'I Gesammelte Mathem
atische Werke, H. Weber, ed. (Stuttgart: Verlag B.G. 
Teubner, 1902]. See reprint editions of this: [New York: 
Dover Publications, Inc., 1953], [Liechtenstein: SandigRe
print Verlag Hans R. Wohlend], ,p. 272-87 and 521-25 . 
This is the only etymologically and bistorically correct usage 
of "hypothesis," contrary to the US!e of this same word by 
the aristoteleans, empiricists, and Itheir followers. A new 
hypothesis, in Plato or Riemann, sigpifies an improved set of 
axioms and postulates, introduced tCil bring mathematics into 
conformity with physical reality.) , 

In economics, as in physical science in general, whenever 
we are confronted with a failed eJCjperiment, we are faced 
with two types of possibilities. The 6rst possibility is that, in 
the design or the conduct of the expe(iment, some established 
principle of scientific method was viplated; the second possi
bility is, that, in this case, we have encountered a circum
stance in which there has occurre� a failure of what have 
been, until now, generally acceptecil principles of scientific 
method. The present world economic crisis is a case of the 
second type; nature is showing us th*t the choice of generally 
accepted principles of economics, 1$ taught currently in ev
ery leading university in the world� has been a potentially 
fatal error. I 

In this circumstance, the most fC!l<>lish thing any govern
ment could do, would be to consult leading professional 
economists, as if to ask them, "Wh�t must our government 
do to correct our mistakes?" Whate¥ier advice the doctrinaire 
economists-the "free traders," thei"systems analysis" spe
cialists, and so on-give would be a$suredly another disaster 
for the government duped into acc�pting advice from such 
a source. The result would be, th�t tomorrow we would 
experience an economic disaster ev�n worse than the crisis 
the world is suffering today. 

In this circumstance, the correct� alternative question aft 
intelligent government must ask, is!"What is the reason for 

, 
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the incompetence of all the world's generally accepted eco
nomics textbooks?" The only significant mistake the govern
ment has committed is to listen to the advice of those econo
mists who are generally accepted as expert. That is the 
mistake not to be repeated. 

If the principles (the axioms and postulates) of a geometry 
are good, any theorem consistent with those principles will 
be sound. The question to ask, is not "Do we have a good 
economic policy?" We should ask, instead, "Do we have a 
policy which is consistent with sound principles?" 

In this circumstance, do not ask merely for "economic 
'blueprints' "; seek to discover the scientific principles which 
must replace the generally accepted teachings of the econom
ics textbooks and international monetary and central banking 
institutions. To illustrate the point: Presume you have been 
delivered a "blueprint" for a policy dedicated to economic 
recovery; by what set of principles would you judge whether 
that "blueprint" should be considered sound, or incompetent? 
Therefore, before asking for "blueprints," settle the issue of 
principles. Once the right new principles have been chosen, 
any choice of policy consistent with those principles will be 
a sound policy. 

Once sound principles have been adopted, policies may 
vary on condition they are consistent with those principles; 
sound principles must not vary until science had discovered 
a better set of principles. 

Fortunately, the required new choice of principles is 
readily discerned from a brief examination of the changes in 
the human condition introduced by modem european history. 

4.0 The proven principles of economy 

Until certain fundamental changes in principles of state
craft first introduced to practice during the fifteenth century , 
95%, or more, of the population of every society, of every 
cultural strain, was condemned to live in a condition of serf
dom, slavery, or even worse. The accompanying charts and 
diagrams (Figure 1, Table 1 and Figure 2) illustrate the 
evidence which summarizes the factual basis for this argu
ment. Those changes in the principles of the modem nation
state first introduced in fifteenth-century Europe, and later 
spread throughout virtually all of the planet, define the differ
ence between modem civilization and all human existence of 
earlier times. 

Throughout the past period of approximately 10,000 
years, prior to modem society, in all human existence prior 
to Europe's fifteenth century, the strata of society living 
above the level of relatively traditional forms of rural toil did 
not exceed 5% of the total population. This contrasts with 
underdeveloped economies today, in which as high as 80% 
of the labor-force is committed to labor-intensive forms of 
rural toil. Of the more privileged 5% of persons implicitly 
belonging to the available labor-force, the majority were 
typified by clerks, priests, military professionals, and mer-
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chants. This majority was usually a stratum of lackeys, 
whose principal function was to assist a relatively tiny ruling 
class in the administration of society as a whole. In known 
societies, the ruling class usually existed in the form of a 
collection of privileged families. Those families, who ruled 
capriciously over society with the insolence attributable to 
the mythical gods of Olympus, cbnstituted an oligarchy. 

This characteristic model of'ancient barbarism and feu
dalism became famous, through 1Ihe negotiations between the 
Persian Empire and King Philip of Macedon , as the oligarchi
cal model, as typified by the traditions of ancient Babylon and 
the Canaanite maritime-financier power of Tyre. Lycurgan 
Sparta's slave-society belongs to the type of the same oligar
chical model. 

This oligarchical model of society persisted as the domi
nant form on this planet through and beyond the Roman 
empires, into the fifteenth centuJiy of european history. Dur
ing the recent five centuries, that traditional oligarchy of 
barbarism and feudalism, has adlipted itself, as a dominating 
parasite, to the institutions of the modem nation-state and 
economy. During the course of the recent four centuries, 
the center of this oligarchy has been shifted, from the Tyre
like, Mediterranean maritime-tiPancier power of eleventh
through sixteenth-century Venipe, to relocate the world's 
center of oligarchical power in, the aggregated families of 
an international, royal, aristoctatic and financier-nobility, 
all orbitting, during the twentieth century, around the British 
and Dutch monarchies. Through the influence over ideas, 
monetary institutions, and int�ational finance, which it 
has gained during successive wars of the recent centuries, 
this oligarchy penetrates its influence powerfully into the 
affairs of most nations, and dominates the world's affairs 
today. , 

Nonetheless, despite that cohtinued existence of interna
tionally powerful oligarchical institutions, fundamental 
changes in the form of society were introduced during Eu
rope's mid-fifteenth century. Astudy of those changes, and 
their results, is the key to addqcing the kinds of principles 
which must define economic policy-shaping for us in this 
present crisis. 

The principal such changes are the following: 

4 . 1  The potential relative population-density of 
mankind has been increased at hyperbolicaUy 
rising rates 

Were mankind a mere b¢ast, a type of higher ape, as 
Britain's Royal Consort,:Prince Philip, has repeatedly 
insisted that he himself is. then mankind would exhibit 
the potential relative population-density of a higher 
ape: never more than several millions living individu
als at any time during !be recent 2 millions years of 
the Cenozoic. We see that the human population had 
reached up to levels of several hundred millions indi-
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Growth of European population, population-density, and life-expectancy at birth, 
estimated for 100,000 B.C.-A.D. 1975 
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All charts are based on standard estimates compiled by existing schools of demography. None claim any more precision than the indicative; however, the scaling 
flattens out what might otherwise be locally, or even temporally, significant variation, reducing all thereby to the set of changes whic� is significant, independent of 
the quality of estimates and scaling of the graphs. Sources for Figure 1: For population and population-density, Colin McEvedy and Richard Jones, Atlas of World 
Population History (1978); for life-expectancy, various studies in historical demography, including Gy. AcsAdi and J. NemeskM, Hi�tory of Human Ufe Span and 
Mortality (1970); Peter R. Cox, Demography (1976); Jacques Dupaquier, La population rurale du Bassin parisien a /'epoque de Ld/Jis XIV (1979); Jacques Dupa
quier, Introduction a la demographie historique (1974); D.v. Glass and D.E.C. Eversley, eds., Population in History (1965); T.H. Hdllingsworth, Historical Demogra
phy (1965); Roger Mols, S.J., Introduction a la demographie historique des villes d'Europe du XIVe au XVllle siecle, (1955); HenryiS. Shryock et aJ., The Methods 
and Materials of Demography (1976); E.A. Wrigley, Population and History (1967); E.A. Wrigley and R.S. Schofield, The Populatio(l History of England, 1541-1871 
(1981). Note breaks and changes in scales. 

viduals during the thirteenth century. Since the middle 
of the fourteenth century, the human population has 
risen at hyperbolically rising curve of increased rates 
of population-densities. So, during the recent five 
centuries, the world's population has been increased 
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from about 300 millions persons, to more than 5 bil
lions presently, with a potential for more than 25 bil
lions living prosperously, provided the technologies 
developed by about the end of the 1960s had been 
fully realized. 
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TABLEt 

Development of human population 

Primate Comparisoll 

Gorilla 
Chimpanzee 

Maa 

Australopltheclnes 
B.C. 4,000,000-1,000,000 

Homo Erectus 
B.C. 900,000-400,000 

Paleolithic (hunter-gatherers) 
B.C . 100,000- 15,000 

Mesolithic (proto-agricultural) 
B.C. 15,000-5,000 

Neolithic, B.C. 10,000-3,000 

Bronze Age 
B.C. 3,000-1,000 

Iron Age, B .C. 1,000-

Mediterranean Classical 
Period 
B.C . 500-A.D. 500 

European Medieval Period 
A.D. 800- 1300 

Europe, 17th Century 

Europe, 18th Century 

Massachusetts, 1840 
United Kingdom, 186 1 
Guatemala, 1893 
European Russia, 1896 
Czechoslovakia, 1900 
Japan, 1899 
United States, 1900 
Sweden, 1903 
France, 1946 
India, 1950 
Sweden, 1960 

1970 
United States 
West Germany 
Japan 
China 
India 
Belgium 

I 

I 
I 

I 

I 

Life 
expectancy 

at birth 
(years) 

14-15 

14-15 

18-20+ 

20-27 

25 

28 

28 

25-28 

30+ 

32-36 

34-38 

41 
43 

24 
32 

40 
44 
48 
53 
62 

41 
73 

71 
70 
73 

59 
48 

Population density 
(per km2) Comments 

1/km2 
3-4/km2 

1/10 km2 

1/10 km2 

1ikm2 

10/km2 

15+ikm2 

20+ikm2 

30+ikm2 

90+ikm2 

1975 
26/km2 

248/km2 
297/km2 
180ikm2 
183/km2 
333/km2 

! 

68% die by age 14 

, 

55% die by age 14; average age 23 ' 

i 
"Agricultural revolution" , 
50% die by age 14 
Village dry-farming, Baluchistan, 5,00l. B.C.: 9.6 1/km2 
Development of cities: Sumer, 2000 . c.: 19.16/km2 
Early Bronze Age: Aegean, 3,000 B.q.: 7.5-13.8/km2 
Late Bronze Age: Aegeat\;' 1,000 B.��

:
12.4-3 1.3/km2 

Shang Dynasty China, 1000 B. C.: 5/k 2 

: 
Classical Greece, Peloponnese: 35/k�2 
Roman Empire: 

Greece: 1 1/km2 Italy: 2411<:2 
Asia: 30/km 2 Egypt: 1 9/km2 * 

Han Dynasty China, B.C. 200-A.D. 200f 19.27 
Shanxi: 28/km2 Shaanxi: !24/km2 
Henan: 97/km2* Shandon�: 1 18/km2* 

* Irrigated river-valley intensive agriculture 
I 

40% die by age 14 
Italy, 1200: 24/km2 Italy, 1310: 34/km2 
Tuscany, 1340: 85/km2 Brabant, 

j
1374: 35/km2 

Italy, 1650: 37/km2 France, �650: 38/km2 
Belgium, 1650: 50/km2 

"Industrial Revolution" I 
I 

Italy, 1750: 50/km2 France, 1750: 44/km2 
Belgium, 1750: 108/km2 I 

Life expectancies: "Industrialized," ri�ht; 
"Non-industrialized," left I 

I 
I 
I 

I 

! 

I 
I 

I 
I 
I 

I 
I 

I 

I 

I 
I 

I 

I 

World 
population 
(millions) 

.07 
1+ 

.07-1 

1.7 

4 

10 

50 

50 

100-190 

220-360 

545 

720 

1,200 

2,500 

3,900 



4.2 The quality of household life has improved 
similarly 

The most critical demographic parameter of develop
ment is the number of infants and children who sur
vive to child-bearing age and beyond (e. g. , above 14 
years of age). New discipline supporting improve
ments in sanitation and nutrition, introduced during 
Europe's fifteenth century and beyond, have been the 
greatest single factor of change permitting the im
provement of the standard of family life in the indus
trially developed, and other regions of the world dur
ing the interval 1440- 1963 . (The reason for the date 
1963 will be indicated below. ) It is that improvement 
in longevity, combined with technological progress 
of production of infrastructure, agriculture, manufac
turing, and other industry (such as construction) 
which has been the principal caUse for the absolute 
superiority of rates of increase of potential relative 
population-density over all pre-I440 forms of society 
in every part of the world. 

4.3 The change in social division of labor 

The percentile of the labor-force required to supply 
production of the nece!\sary food consumption of the 
whole society has declined from over 90% of the 
available total labor-force, toward 2-5% . This has 
been made possible through improvements in basic 
economic infrastructure and science and technology. 
This has required the introduction of compulsory uni
versal secondary education, and increase of higher 
education enrollments, increasing thus the percentile 
of the population aged 5-25 enrolled in education, as 
distinct from the labor-force. The percentile of the 
labor-force required for development and mainte
nance of basic economic infrastructure (including ed
ucation, health-delivery facilities, and science and 
technology) has increased, and must continue to in
crease. The capital-intensity of employment has in
creased, and must continue to do so. The power-inten
sity per capita of labor-force and per square kilometer, 
increases, and must increase. The usable water, in 
cubic meters per year, per capita, per household, and 

4.4 

4.41 

4.42 

4.5 

per square kilometer, increases, and must increase. In 
combined physical product, �d also in the exception
al services of education, heaJth-care, and science and 
technology, the physical coqtent of the per-capita and 
per-household market-baslret of consumption in
creases, and must increase. 

I 

Measuring physical econc)mic growth 

The foregoing measuremen�s are made in terms of 
units of demography of famdy units, in units of water, 
power, ton-mile-hours of tr�sportation: all per capi
ta, per household, and per square kilometer. Market
baskets of households are Illeasured in these demo
graphic terms. 

These measurements lead tq a general measurement 
to be made: a comparison o� the variable, necessarily 
rising cost (as measured in lists and quantities of items 
of consumption) of reproduQing the entire society, as 
compared with the society's ,total production of those 
items accounted as elements of necessary costs. This 
represents a social-reproductive cycle. We have thus 
two primary terms. First, the necessary social cost, 
measured in terms of standard market-baskets, of re
producing a labor-force and productive capacities of 
a quality needed to maintain a given level of produc
tivity per capita, per househbld, and per square kilo
meter. Second, the output qf that society, measured 
in those same terms. Eithe� there must be a gain of 
output over input, or the sobiety will degrade in the 
direction of collapse. Desiglllate input as correspond
ing to "energy of the system," and the margin of gain 
of output over input, as rel�tive "free energy. " The 
resulting measurement is ra,e of change of the ratio 
of "free energy," so defined, to "energy of the sys
tem, " also so defined. 

That latter measurement, constructed in the man
ner we have just reviewed, above, is the "rule of 
thumb" measurement requiIFd for discussing princi-
ples of economy. i 

'Not-entropy' in the econbmic process 

Not the exact amount, but the timge of relative potential 

Sources for Table 1: For world population and population densities, McEvedy and Jones, op. cit., and Colin Clark, Population Growrh and Land Use (1967). For pri
mate comparison, estimates presented by George B. Schaller, The Year of the Gorilla (1965). For life-expectancies: for prehistOriC man through the European medi
eval period, Acs8dl and Nemeskeri, op. cit., and Kenneth M. Weiss, Demographic Models for Anthropology (1973); for Bronze and! Iron Ages, additionally J. law
rence Angel, "The Length of Life in Ancient Greece; Journel of Gerontology, Vol. 2, Nos. 1-4 (1947); for classical period, additionallV J.C. Russell, "Late Ancient 
and Medieval Populations; Transactions of the American Philosophicel Society, New Series, Vol. 48, No. 3 (1958); for 17th and 18th centuries, Wrigley and Sch0-
field, op. cit., and Glass and Eversley, op. cit.; for 19th and 20th centuries, Weiss, op. cit., and T.E. Smith, "The Control of Mortality,; Annals of the American Acade
my of Political and Social Science, Vol. 369 (Jan. 1967). For area studies: for Mesopotamia, Robert J. Braidwood and Charles A. R$ed, "The Achievement and Ear
ly Consequences of Food-Production,· in Cold Spring Harbor Symposia on Quantitative Biology, Volume XXII (1957); for the Aeg�. n, Colin Renfrew, The 
Emergence of Civilisation: The Cyclades and tha Aegean in the Third Millennium B.C. (1972); for the Peloponnese, Clark, op. cit.; r the Roman Empire, Karl A. 
Wittfogel, "The Hydraulic Civilizations,· in Man's Role in Changing the Face of the Earth, ed. by William L. Thomas, Jr. (1956); for ina, John D. Durand, "The Pop-
ulation Statistics of China, A.D. 2-1953,· Population Statistics, Vol. 13, No. 3 (March 1960). . 
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FIGURE 2 

Post-Renaissance population vs. predecessor civilizations: 
continued growth vs. cyclical collapse 
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"How the Romans Nearly Destroyed Civilization," in EIR Special Report: The Genocidal Roots of Bush's 'New World Order' 
Yuan dynasties: Durand. op. cit. 

The cycles of population growth and decline in various civilizations show that the impulse for technl)lo!?fCIJI 
greater human populations, while present in pre-modem societies, could not be sustained, as it was in 
throughs of the Council of Florence. -Note the various scales for population and time periods. 
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population-density of an animal species is fixed, as if geneti
cally. The known features of the demographic history of 
mankind, as compared with the data for higher apes, indi
cates in rough form, but clearly enough, the point which 
might be proven otherwise in a more rigorous way (see Table 
1) .  The archeologically and otherwise known demographic 
history of the human species simulates a succession of suc
cessively higher animal species, a series of successively 
higher ranges of potential relative population density. 

Rather that say "genetically," let us say "axiomatically," 
in the sense of a formal theorem-lattice in geometry, as de
fined by an underlying set of axioms and postulates. It can be 
shown, as I have outlined this proof in several published 
locations, that the series of increases in range of human po
tential relative population-density correspond to a series of 
changes of hypothesis, which, from the standpoint of formal 
theorem-lattices, appear as a succession of changes of 
axioms. 

This succession of combined pre-historical and historical 
transformations in the potential relative population-density 
of society, is not only an analog of the cumulative effects of 
successive fundamental scientific discoveries in physics, but 
it is a series of that same type; it is a series ordered by the 
same principle as original, valid, axiomatic-revolutionary 
changes of principle in physical science, and analogous 
forms of discovery in the Classical forms of fine arts. 

It is the increase of mankind's increase of power over 
nature, as expressed in terms of per capita (of available labor
force), per household, and per square kilometer of area in 
use, resulting from technological revolutions, chiefly in pro
duction and organization of production of the means of soci
ety's existence, which underlie the advances in potential rela
tive population-density. 

This power for effecting valid, original discoveries of 
higher principle, for effecting valid axiomatic-revolutionary 
discoveries, is a peculiarity not of the society, but of the 
individual person within the society. Each discovery occurs 
solely within the sovereign mental processes of the individual 
discoverer; each such discovery, when effected by an indi
vidual, can be communicated to others only by prompting 
the hearer to replicate the experience of discovery enjoyed 
by the first discoverer. 

Thus, the increase of a society's potential relative popula
tion-density is dependent upon the corresponding quality of 
organized social relations in that society. That is, it is the 
fostering of the individual's potential for generating and re
creating such individual mental acts of axiomatic-revolution
ary forms of valid discovery, by the society, which governs 
the possibility of significant improvement in the potential 
relative population-density of that society. This is a quality, 
and a social form of relations among individuals, which is 
manifestly not possible within any known species but 
mankind. 

That said in summary of this point, examine the source 
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of a true rate of profit, as definable in physical-economic 
terms. Rate of profit for the sOfiety (e.g., economy) as a 
whole signifies the same thing, in! first approximation, as per
capita rate o f free energy to energy o f  the system. To address 
the point presently under consideration, let us limit our atten
tion to the relationship between; that variable general ratio 
and qualitative changes in the range of potential relative pop
ulation-density. In this case, this ratio is the rate of profit of 
the physical-economic system. I� that setting, it also repre
sents the relative "not-entropy"l

l 
of the society (economy) 

taken as a whole. , 
The source of this "not-entroh" of society is the impact 

of the generation, regeneration, and assimilation of an accu
mulated, growing mass of known axiomatic-revolutionary 
discoveries over hundreds and �ousands of years to date. 
These discoveries are of the form which B. Riemann address
es categorically in his referenced habilitation dissertation. 
These are not limited to the eq�ivalent of relatively valid 
discoveries of scientific PrinciPlr:'; rather, the general case of 
valid axiomatic-revolutionary di overies in physical science 
may be identified as a type of m ntal act which includes the 
same form of discovery in the d main of Classical forms of 
the fine arts. : 

Against the background of those considerations, look at 
the fifteenth-century revolution 

I 
in statecraft introduced to 

France under Louis XI, the beginning of the modem nation
state (commonwealth). This ev�t, together with other im
pacts of the A.D. 1439-40 ecum�nical Council of Florence, 
marks the singularity, the point of separation of modem 
european civilization from feu4alism, the beginning of a 
process aimed at the eliminatiot of the oligarchical model 
of society. i 

It was the role of the new fot of state (commonwealth) 
in assuming responsibility for direction and development of 
general public education, of ba�ic economic infrastructure, 
and fostering of the participation of the whole population 
in the scientific, technological" and related innovations in 
individual and social practices!, which is the distinction 
which marks the absolute increase in power of modem euro
pean culture, compared to all preceding existence of man
kind. The directing action of the !State to foster the activation 
of the creative potentials of the I}!latively maximum number 
of individual minds of the peoqle, rather than leaving the 
mental life of most to a stagnapt combination of tradition 
and orders from above, which is the secret of the superior 
power of modem european culthre. 

4.6 Commonwealth forms �f money and credit 

4.61 Here, we have already in�icated that all of the proper 
measurements in econorr\.y are based on non-money 
parameters: per-capita market baskets of both house
hold and productive cons�mption and output, per cap
ita of the labor force, pe� household, and per square 
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Representatives of the American System of political-economy, left to right: Germany's Friedrich List, Russia's Sergei Witte, and 
America's Henry Carey. 

kilometer of area used. All the essential measure
ments to be made should be made first in these terms , 
without regard for prices . This was the traditional 
approach of the commonwealth society from the be
ginning . This approach came to be known, during the 
sixteenth into the early nineteenth century as "camera
lism . "  The Constitution of the United States under the 
first President was a "cameralist" constitution , whose 
implicitly prescribed economic system was identified 
officially by that administration as "the American Sys
tem of political-economy ," a system represented later 
by such economists as statesmen as Friedrich List , 
Henry C .  Carey , and Russia' s  Sergei Witte . That 
"American System of political-economy ," so defined , 
is the standard of reference for contrast to the presently 
collapsing worldwide system, the British system of 
"free trade ," of Adam Smith and his sundry varieties 
of followers . 

4.62 The monetary system prescribed by the combined au
thority of the U . S .  Federal Constitution , and the ad
ministrations of President George Washington ( 1 789-
97) took its historical precedent in the successful poli
cy of issuance of paper currency by the pre- 1 689 Mas
sachusetts Bay Colony . This highly successful inno
vation by that semi-autonomous English colony in 
North America used fiat money , created by the gov
ernment as credit solely for circulation within the 
economy , to foster successfully the relative maximum 
exchange of goods , and thus the greater fostering of 
the use of available productive capacity . Money 
should come into existence solely as a form of credit 
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(non-interest-bearing government fully negotiable 
notes) issued by the government as credit to worthy 
enterprises within the nation.  Issued in this manner, 
and under governmental protection respecting their 
circulation in domestic and foreign commerce , such 
notes are issued at a pace in keeping with the amount 
of increased production of wealth their issuance fos
ters; they are inherently non-inflationary if used intel
ligently in this way . 

4.63 In contrast , the British system , a model oligarchical 
system derived from venetian (e . g . , "Lombard") pri
vate banking oligopolies , presumes the implicit exis
tence of some "original hoard of money" in private 
hands , and seeks to maintain a private monopoly over 
national and world currency and credit through oligar
chical , private monopolies over central banking . In 
the aftermath of the 1 789 establishment of the success
ful , and influential American System of political
economy , it became more or less conventional to refer 
to a difference between the "national banking" princi
ples of Hamilton et aI. , and the "central banking" 
monopolies of the oligarchical financial interests . The 
U . S .  Federal Reserve System, as established in 1 9 1 3, 
is an oligarchical central banking system, existing 
literally in direct violation of the explicit language of 
the U. S .  Federal Constitution , existing because the 
anglophile oligarchy within the U . S .  had seized pow
er with the 1 90 1  assassination of U . S .  President Wil
liam McJ(inley . 

4.64 It is the worldwide system of central banking which 
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is now threatened either with government-directed re
organization in bankruptcy, or, the only alternative, 
near- to middle-term disintegration of the monetary 
and financial system through a sudden "thermonucle
ar" chain-reaction implosion of "reversed financial 
leverage." 

4.7 The dual character of modern economy 

The venetian oligarchy's initial response to the anti-oli
garchical Council of Florence and the launching of the com
monwealtR by Louis XI's France, was to attempt, at first, 
simply to crush the unwanted revolution, and, from the time 
of the anti-Venice League of Cambrai ( 1 508- 10) ,  to set the 
allies of the League against one another by such means as 
Venice's creation of the Protestant Reformation, and then 
acting to place itself also in the camp of the Counter-Refor
mation. (As British Prince of Wales Albert Edward [King 
Edward VII] acted to set France, Germany, and Russia 
against one another, from 1 898 onward, to remove the threat 
that the principal nations of the continent of Eurasia might be 
united in economic development, contrary to the perceived 
"geopolitical" interests of the neo-venetian British Empire. ) 
From 1 582, there was a radical shift in the policy of the 
majority faction of Venice's ruling oligarchy: From then on, 
Paolo Sarpi led in establishing a new policy of creating a 
venetian-style maritime and financial power in the Protestant 
north of Europe, based upon Venice's seizure of control over 
the monarchies of the Netherlands and England. 

Since 1 582, the entire history of european civilization 
has been characterized by a continued coriflict between the 
heritage of the commonwealth tradition of Louis XI et al. 
and the Venice-rallied, oligarchical opponents of the com
monwealth tradition. The distinctive feature which Sarpi's 
faction introduced was Sarpi' s attempt to check the forces 
behind the new, modem form of nation-state, by seizing 
controlling influence over governments, Classical fine arts, 
and science from the inside of those institutions, rather than 
relying upon crudely reactionary methods to attempt to crush 
the new forms of government and science from without. 
Venetian oligarchical emphasis on corruption of its enemy 
from within his own institutions, became the prevailing day
to-day characteristic of the oligarchical side of this conflict. 

For example, the transformation of Tudor England's 
London into the capital of an eighteenth-century founding of 
a British Empire, began with Paolo Sarpi's personal role 
in establishing the government of James I, and continued 
through the reign of the Venetian Party's imported William 
of Orange, establishing the preconditions on which the 1 7 14 
creation of the United Kingdom was premised. 

In science, Paolo Sarpi's creatures in founding empiri
cism included, most notably, the anti-Kepler ideologues 
Francis Bacon, Robert Fludd, and Galileo Galilei. During 
the early eighteenth century, a Venice intelligence chieftain, 
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Antonio Conti, operated in Italy!, France, England, and Ger-
many (i. e. , Prussia) through wh' t became known to scholars 
as Conti's salon. Conti's salon continuing operations after 
his death in 1 749 , coordinated uch figures as Abbot Guido 
Grandi at Pisa, Montesquieu, V ltaire, Giovanni Casanova, 
the Physiocrats, and Caglios in France, King Frederick 
the Great's lackeys Francesco Algarotti, Maupertuis, and 
Euler in Berlin, and the influerce of Giammaria Ortes in 
London. I 

This network of Conti's salo was built around a,Europe
wide project for seeking to dest y the influence of Gottfried 
Leibniz. It built an anti-Leib ' z  "Enlightenment" around 
Paolo Sarpi's empiricist meth s. This used the figures of 
Sarpi's personal tool, Galileo, ance's Rene Descartes, and 
the image of "the English Gal leo," Isaac Newton, as the 
chosen anti-Kepler, counter-Le bniz symbols of the Venice
created "Eighteenth-Century E lightenment." This form of 
the Eighteenth-Century Enligh nment, as shaped by Conti's  
salon, gave the world the d 'nes associated with such 
figures of modem radical empiritism and positivism as David 
Hume, Fran�ois Quesnay, Adam Smith, the French encyclo
pedists, Jeremy Bentham, IIn�nuel Kant, G.W.F. Hegel, 
Karl Savigny, Pierre LaPlace, ! and the nineteenth-century 
French, Swiss, and Austrian �sitiVist movements. In Brit
ain, the influence of Giammarillj Ortes, in particular, gave us 
the economics of Smith, the s ' ial theory of Bentham, the 
popUlation theory of Malthus, d so on. 

The venetian influentials ff Sarpi through the death of 
Ortes in 1790, ensured that eve leading British institution 
of politics, philosophy, scienc , art, and social theory was 
politicized according their vene ian design. What came to be 
a generally accepted emPiriCiSfr positivist view of history , 
of "human nature" and scienti c method, was designed by 
these venetians, over these tw centuries, as an attempt to 
control the unconscious beha . or of entire populations of 
Europe. ' 

In effect, these venetians de�cended upon various nations 
of Europe like "body-snatchers from outer space," taking 
over the minds of selected key bersons and salons which, in 
tum, became leading influenceJ upon the educated and other 
strata of society around them. What they did, literally, to this 
effect, was to implant a set of Uiomatic assumptions. These 
were the axioms of, first, the empiricist and, later, the radical
empiricist, or positivist worldf.outlook. Whoever adopted 
those axioms was implicitly cqmpelled to choose, as theo
rems of their belief, those kindS of propositions which were 
consistent with the empiricist �ioms. 

As part of this, empiricism ivas injected with what might 
be described as an "immunizihg factor" of self-protection 
against the future influence of �ratic reason. This built-in, 
self-protecting assumption wa� the dogmatic assertion that 
the axioms of empiricist theorepts (hypothesis) do not exist. 
This is illustrated by the fam<)us slogan adopted by Isaac 
Newton: Hypothesis non jingol. Empiricism asserts that its 
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axioms are not willfully artificed axioms, but only the mani
festly self-evident principles of sense-perception and individ
ual human nature. Some might conclude from this, that em
piricism and positivism are vicious forms of insanity, 
delusional states; whatever the outcome of that view, the fact 
remains that this we have described, is the character of the 
empiricism introduced to England by the venetians of Paolo 
Sarpi and Antonio Conti's salons. 

The cleverness embodied in this venetian tactic is, that 
any person who blindly accepts empiricist axioms as self
evident, will tend to behave in a way which is convenient 
for the oligarchical strategic interest. The effect of Russia's 
acceptance of the radical-empiricist doctrines of free-trade 
economics as the basis for the policy of reform, is an example 
of how this venetian method of manipulation works still 
today. 

The rise of the British monarchy to global imperial pow
er, through chiefly the eurasian wars of the late-eighteenth 
and nineteenth centuries, and the successful corruption of the 
leading, anglophile financier families of the U. S.A. during 
and beyond the course of the two general eurasian wars of 
this century, has enabled London to bring the entire world 
today under the domination of the combined British empiri
cist traditions in political-economic dogma and the legacy of 
the Versailles agreements imposed at the close of the first of 
those general wars. 

Consequently, the past 500-odd years of modem europe
an civilization have been characterized by a conflict between 
two principal, opposing impulses within that civilization: the 
insurgent new principles of the commonwealth institutions, 
and the opposing form, in which the opponents of the com
monwealth, centered around the venetian oligarchical tradi
tion, have struggled to establish and maintain control over 
the political and other key institutions of the new form of 
nation-state. 

It is our failure, thus far, to free modem society from the 
grip of this oligarchy, which has brought this otherwise most 
powerful and most successful modem form of society to the 
present brink of doom. It is this unresolved conflict which 
has imparted to the past 500 years of the history of european 
civilization a distinct, cyclical character. Thus, the im
pending doom of this civilization (at least, in its present form) 
gives to the past 550 years the appearance of a long dynastic 
cycle of rise to a relative zenith of power, and then a descent 
into ensuing collapse. 

4.8 The 1963-95 'cultural paradigm shift' 

With brief exceptions, the central issue of the U . S. Decla
ration of Independence, War of Independence, and adoption 
of the 1787-89 Federal Constitution was a commitment to 
that tradition of the anti-oligarchical commonwealth associ
ated with King Louis Xl's France, Jean Bodin's Six Books of 
the Commonwealth, the "dirigism" of France's Richelieu, 

EIR March 17, 1995 

Mazarin, and Colbert, and the conception of natural law 
offered by Gottfried Leibniz, in op�' sition to that proposed 
by the empiricist John Locke. The U. . War of independence 
was fought, in fact, against those licies set forth in East 
India Company apologist Adam Smifb' s 1776 Wealth of Na
tions. U. S. Treasury Secretary Alekander Hamilton's Re
ports to the Congress on the subjec$ of Credit, A National 
Bank, and Manufactures identify �e American System of 
political-economy, as U . S. economi� policy was understood 
by all U.S. patriots, including U. S. President Franklin Roo
sevelt (in opposition to Britain's PHme Minister Winston 
Churchill), from 1789 through 1963 ; 

Then, during the interval I964-7�, a reversal of this U.S. 
cultural and economic tradition waf> set into motion. The 
London Tavistock Institute and its oollaborators sometimes 
referred to this change as a "cultu1-paradigm shift. " This 
"cultural-paradigm shift" is the key tp the presently ongoing 
spiral of collapse within the global �onetary, financial, and 
economic systems. i 

The work of the World Wildlife fund of Britain's Prince 
Philip and Netherlands' Prince BeI1Ihard, was part of this 
effort to tum back the clock of histo� to feudalism, or even 
to earlier models of barbarism. This was known as the "rock
drug-sex counterculture. " It was cal� by the Ford Founda
tion, in 1964, "The Triple Revoluti1n." In 1967, one advo
cate, Zbigniew Brzezinski, called it I 'the technetronic age:" 
Fascist ideologues such as the Londqn Times' Lord William 
Rees-Mogg identify this New Age with Alvin Toffl er and 
U:S. Speaker Newt Gingrich's "Third Wave. " It is the "ecol
ogy movement" launched in the Uni1!ed States at the close of 
1969. It is otherwise known as Cambridge University models 
of "systems analysis. " It is known g�nerally as "post-indus. 
trial" utopianism. It is the policy of the fascist Mont Pelerin 
Society of Prof. Milton Friedman and the late Friedrich von 
Hayek. 

Once the United States and the S()viet Union had reached 
certain agreements in the wake of the Cuban missile crisis of 
1962, it was the belief of the London-centered international 
oligarchy that London's establishm�nt had the post-1945, 
nuclear balance-of-power game adequately under its influ
ence. In the view of these circles in London, and their co
thinkers in the U. S.A. , it was no longer necessary to maintain 
those rates of physical-economic growth and technological 
progress which would have been required were the threat of 
a general war still believed to be a rlikely prospect. It was 
believed that the Pugwash doctrine for a new form of British 
"balance of power, " a geopolitical balance of mutual thermo
nuclear terror, was securely in place. 

It was believed, that this had realized the strategic goals 
which Bertrand Russell had articulated in such public loca
tions as his 1946 contribution to the Bulletin of the Atomic 
Scientists. It was believed in thpse circles, including 
McGeorge Bundy and Bundy-associated British agent Henry 
A. Kissinger, that the likelihood of ail actual general war had 
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Masterminds of the cultural-paradigm shift toward a new Dark Age, left to right: Alvin Toffler, MC(.e,ore'elll'un.'1V 

been eliminated . It was believed , as Russell had projected 
this about 20 years earlier, that , over the longer term , the 
institution of the nation-state would be superseded by the 
establishment of actual world-government under the United 
Nations . 

Therefore , during the months immediately preceding 
the assassination of President John F. Kennedy , it became 
the opinion of the New Age advocates ,  that emphasis upon 
science and technology was no longer needed , nor even desir
able . Industrial development no longer desirable . The 1 964 
Triple Revolution report, published by the Ford Foundation ' s  
Fund for the Republic , echoed this post-industrial sentiment . 
As a corollary of that same opinion , it was believed that the 
quality of rationality in education and public life generally , 
needed for a modem industrial society ' s  labor-force and fam
ily households , was no longer necessary , or even desirable . 

The test-tube in which a mass-based form of irrationalist, 
counterculture movement was brewed , was the anti-war 
movement of 1 965-68 . 

One-time U .  S .  National Security Adviser McGeorge 
Bundy is at the center of the exemplary events of the 1 963-
68 tum . Bundy virtually authored the U . S .  military commit
ments in Vietnam . As soon as he had committed President 
Johnson to the war in Vietnam which he desired , Bundy left 
government , and headed up the Ford Foundation , from which 
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he did much of the orchestratiJn of the U . S .  anti-war move
ment of the 1 965-68 interval , including the funding of the 
group which became the Weat erman terrorist organization . 

The same forces which had brchestrated the 1 965-68 anti
war movement, next launched l

i
the so-called "ecology move

ment . "  The seed-crystal for a mass-based "ecology move
ment" was assembled from among the year 1 970' s  somewhat 
shattered fragments of the anti-war movement . The "post
industrial" battering-ram of thb irrationalist "ecology move
ment" has supplied a batte�1 of well-funded operations 
against the key institutions of odern society . Each and all 
of these operations ,  over th 1 970-95 period, have been 
based upon outrightly anti-so�entific hoaxes;  each and all 
have been aimed to destroy industrial society , step by step. At 
the present stage , in conjunction with Prince Philip' s  World 
Wide Fund for Nature (the former World Wildlife Fund) , 
these "ecology" operations ard being deployed with the spe
cific intent of destroying national sovereignty throughout this 
planet , through the establishmbnt of ecological preserves un
der international supervision at the borders of nations,  or in 
internal zones of crucial natio al mineral , forest , and hydro
logical reserves . 

Through these and related kinds of qualitative changes 
in economic , monetary , and I financial policy,  the leading 
political institutions of nations have been corrupted into a 
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state of virtual insanity . This can be described more precisely 
as a systematic decoupling of the determination of financial 
growth from the growth of real economy , and the related 
decoupling of political institutions from responsiveness to 
the real conditions of life of the nation and the majority of its 
constituent social strata . 

Until 1 963 , the nominal value of aggregate financial 
holdings within the U . S . A . , and most other nations ,  was tied 
to the profitability of agro-industrial enterprises and public 
utilities . With the compounding of the influence of "post
industrial" trends by introduction of a "floating exchange
rate" international monetary order, and by rampant measures 
of deregulation of financial and other markets , the value 
of financial paper generally became increasingly decoupled 
from the profitability of useful production and public-utility 
operations . Beginning 1 970-7 1 ,  and accelerating after the 
October-November 1 979 introduction of Paul A .  Volcker's  
Federal Reserve policies of "controlled disintegration of the 
economy ," the correlation between growth of financial ag
gregates and produced goods ceased . 

More recently,  in the U . S . A .  and western Europe , as in 
Russia, profitability is derived chiefly from those forms of 
expansion of financial aggregates which occur through con
traction of the real economy . 

Under these circumstances ,  national and local politics 
within the United States,  as in Britain,  has also been system
atically decoupled from reality , as the financier interest 
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which virtually owns political figures and parliamentary fac
tions has been decoupled from the profitability of the real 
economy . 

Thus , during the interval 1 964-95 , european civilization 
in its present form has been shifted into an end-phase . The 
Comecon was already visibly affected by the radiation of 
this shift by no later than the early 1 970s ; how , the states 
which were formerly within the C.omecon region , Russia 
notably , are gripped by the effects of symbiosis with the 
global system in its end-phase . 

4.9 The net result of this lesson 

The gradual progress under the modem , commonwealth 
form of constitutional nation-state republic , toward compul
sory universal education , in a climate of commitment to ben
efits of scientific and technological progress , gave modem 
european civilization (until recently) the highest rates of fun
damental progress in science and technology , and the greatest 
rates of increase of the power over nature represented by the 
average human being . For all the evil which the european 
oligarchical interests have succeeded in fostering , the fact 
remains , that modem european civilization has advanced the 
acceptable standard of life of the individual person generally 
far above the standard represented by any earlier culture . 

When we balance the achievements of modem european 
civilization , against the evil accomplished by its oligarchical 
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component, it appears incontrovertible that the available 
pathway to recovery from the presently onrushing global 
disaster, is to revive the commonwealth aspect of this civili
zation, minus the oligarchical parasite. 

Whatever were a better form of society for the more 
distant future is not presently a practical question. Whatever 
that distant future might be, we shall not realize it unless we 
survive to reach that point in time. We shall not reach that 
point unless we prevent that catastrophe of a prolonged, glob
al "New Dark Age" which presently menaces us. We must 
proceed from the proven principles which the course of recent 
centuries has demonstrated beyond reasonable doubt. 

We must learn from the failure of our predecessors to 
defeat the London-centered international oligarchy before 
this. The lesson of this century is that the nations which fell 
victim to such traps as King Edward VII's Anglo-French 
Entente Cordiale, committed the error of being lured into 
pursuit of perceived specific interests, disregarding the con
sequences of abandoning concern for principle in this way. 

We must recognize a crucial precedent for the folly of the 
Triple Entente. In A.D. 1509, the League of Cambrai had 
defeated Venice, and was ready to deliver the crushing blow. 
Venice's ability to escape destruction in 1510 was its success 
in corrupting some of the members of the League of Cambrai 
against Venice's principal adversary, France. During the in
terval 1 894- 1907, Britain, led by the Prince of Wales who 
became Edward VII, played France, Germany, and Russia 
(among others) against the most vital strategic interest of 
each and all, by playing upon the susceptibility of each to 
become so obsessed with some petty policy-interest that they 
could be self-blinded to their most vital interest. 

If there is one lesson to be learned from modern history 
which might be fairly described as "fundamental," it is the 
repeated spectacle of that unhappy fate often suffered by 
the nation which puts aside principles, regarding principles 
wrongly as "too theoretical," in the apparent practical interest 
of some perceived, specific, narrower policy-interest. We 
see, as in the case of the Triple Entente, or the dissolutioh of 

. the League of Cambrai earlier, that the nation which prefers 
the "practical" to the "theoretical" in this way, will probably 
find itself, like Czar Nicholas II, hors de combat in the next 
strategic catastrophe. 

The first principle to be adduced from five centuries of 
modern history, is that the oligarchical model as such is the 
enemy to be crushed; our most vital and urgent true interest 
now, is to revive what was good from the present wreckage 
of modern history . 

5.0 A strategy for recovery 

5. 1 The general institutional basis for the recovery 

From the standpoint of principle, there are two pre
conditions for the economic recovery of Russia. First, 

34 Feature 

it must adopt a form of rnational political-economy 
consistent with the princi�les underlying the U . S .A. 's  
"American System of podtical-economy." Second, it 
must secure a sufficiently powerful circle of friends 
and economic partners an10ng nations abroad that this 
new choice of politiCal�COnomy by Russia might 
benefit from a favorable global climate. Neither of 
these two conditions we likely to be achieved, un
less the principles governing the change in political
economic institutions ar� stated openly, in both the 
national and world com unity, with pungency and 
force. 

5 . 1 1  I t  must be stated, that the bysmal failure o f  the advice 
of Adam Smith and his p� ent -day monetarist follow
ers obliges Russia to ado t the principles of the only 
proven, non-imperialist �odel of economic success 
of the past two centuries the dirigist models of the 
U.S.A. 's "American Sys m of political-economy," 
as this is described by su h authorities as U.S. Trea
sury Secretary Alexander, Hamilton, Mathew Carey, 
Henry C. Carey, German�' s Friedrich List, and others 
in that tradition. ! 

5. 12 It should be qualified, th�t Russia, like most nations 
formerly members of the �omecon, is being crushed 
by the same, global finandial maelstrom which is cur
rently causing the collapse of an increasing number of 
nations, in every sector oM the planet. 

The present combination, of history's most bloat
ed and dangerous financiaJ bubble of speculation, and 
the descent into the was.eland of a "post-industrial 
utopia," represents an intolerable burden and life
threatening condition f�r virtually every family 
household and person in every part of Russia. 

During recent years� these circumstances and 
trends, combined with attempts at "shock therapy," 
have collapsed the net pllysical production and con
sumption of Russia, and of sundry neighboring na
tions, apparently to not better than one-quarter the 
levels, per capita, per household, and per square kilo
meter, of 1989 . 

The evidence is clear: ; For Russia, for the former 
member-states of the Comecon, and also for most of 
the world at large, the IJcent, monetarist forms of 
economic, monetary, and. financial policies of the in
ternational market-place have proven a global failure, 
a global social catastroph¢. 

5.2 The constitutional politiicaI structure of the 
economy 

What is required is not that Rlilssia become a carbon-copy 
of the United States during the best periods of the U.S.A. 
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Rather, Russia' s  rational alternative to the presently ongoing 
economic catastrophe , is to adopt a Russian system which 
embodies the same proven principles of success which have 
been tested and proven sound in not only the experience of 
the United States ' wiser periods , but of other nations which , 
for a time , also applied their own version of the same princi
ples of national economy . 

Perhaps not coincidentally , the best periods of the United 
States were those times when the U . S .  and Russia govern
ments were on the relatively best terms . The good relations 
between the U . S .  and Russia governments of the 1 790s re
flected Russia' s crucial assistance to the cause of U . S .  inde
pendence: the League of Armed Neutrality . Czar Alexander 
II , who once again liberated the serfs of Russia, was a valu
able ally of President Abraham Lincoln ' s  U . S . A .  at a time 
that the forces of Palmerston' s  Britain , Napoleon Ill ' s  
France , and Spain were allied i n  a plan o f  naval aggression 
against the United States . Why should Russia not benefit 
from contributions to economic science by an old friend? 

The following observations should not be read as an in
tent to suggest a "blueprint" of reform, but rather to illustrate 
some relevant principles . 

5.21 Under the U . S .  Constitution' s  provisions , the basis 
for the form of economy known as "the American 
System of political-economy" originates in the so
called "general welfare clause" of the Preamble to 
that Constitution . This is to be recognized , for this 
purpose, as an affirmation of Gottfried Leibniz ' s  prin
ciples of natural law , in opposition to that empiricist 
doctrine ("life ,  liberty , and property") of John Locke , 
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which the framers of the U .  S .  Declaration of Indepen
dence and Federal Constitution rejected in favor of 
Leibniz 's  alternative . 

5.22 As can be seen from the vantage-point of Treasury 
Secretary Alexander Hamiltpn' s relevant three reports 
to the U .  S .  Congress , the general basis for the " Amer
ican System of political-economy" is outlined within 
provisions of Article I of the Federal Constitution . 

5.23 These reports and those constitutional provisions 
should be considered together with the relevant histor
ical evidence not only from United States , but also 
from relevant foreign examples ,  including nationalist 
periods in the history of France , since Louis XI , Ri
chelieu , Mazarin , and Colbert , and later periods of 
revival of Colbertist traditions , through President 
Charles de Gaulle . This evidence includes the rise 
of Germany under the influence of the policies of 
Friedrich List; it includes the case of Meiji  Restoration 
Japan . It includes the kindred policies of the collabo
rators D . 1 .  Mendeleyev and Sergei Witte in Russia , as 
the eurasia-infrastructure-building policies of Witte ' s  
implicit key collaborator, France' s  Foreign Minister 
Gabriel Hanotaux . 

5.24 The implicitly constitutional form of political-econo
my represented by the American System' s  successful 
applications in various nations , is centered around a 
division of the total national economy between re
spectively public and private sectors . The applicable 
physical principle is the fact, that the effective devel-
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opment of the total area of a nation can not be achieved 
as the chaotic sum-total of the infrastructural deci
sions and actions of the private owners of small patch-
es of the national territory. To wit: 

(a) The Federal government exerts a monopoly 
over the creation, issuance, and regulation of a nation
al currency, and regulation of both public and private 
banking and credit. The preferred mechanism used 
for distribution of newly created currency, whether 
specie or Federal notes, is regulated lending by a na
tional bank which acts (inclusively) as a depository 
for the national issue of currency. 

(b) The Federal government and governments of 
the state share and divide responsibility for the cre
ation, improvement, and maintenance of basic eco
nomic, physical, and political infrastructure of the 
sundry Federal, state, and municipal organizations. 
The Federal government assumes responsibility auto
matically, by the U.S. principle of Federal responsi
bility for interstate commerce; otherwise, what is not 
assumed as the responsibility of the Federal govern
ment, is left to the responsibility of the governments of 
the states. This includes, most notably, the following 
economic categories: the military, police forces, jus
tice, water management, general sanitation, general 
transportation, generation and distribution of required 
power-supplies, general communications, public ed
ucation, last resort for medical services, and promo
tion of scientific and technological progress. 

(c) In the areas of basic physical-economic infra
structure, the government has the option either of con
structing and operating the element of infrastructure 
itself, or of delegating this function to a government
regulated, totally or partially privately owned public 
utility. The government must never divest itself of the 
powers to satisfy its accountability for the good and 
otherwise rational development of the whole of the 
territory of the nation, state, and municipality. 

(d) The other areas of agriCUlture, mining, indus
try, banking, commerce, and commercialized servic
es, constitute, in principle, the private sector of the 
national economy. Government is not prohibited from 
ownership within this sector, but should avoid this 
in cases in which an adequate supply of the type of 
production or service required by the nation is provid
ed by.private means. 

5.3 The methods for supplying direction to 
economy 

Once again, not to provide a "blueprint," but to illustrate 
relevant principles: 
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5.31 National economic growtIb. and "free trade" are impla
cable adversaries. During! all of modem history, until 
the 1963-95 continuing ' aradigm shift," economic 
measures of protectionis were the hallmark of the 
victorious economy, and ' free trade" the policy which 
imperial Britain dictated those nations which were 
its intended victims. If I the world's governments 
accept "free trade," all 0 the world's economy will 
be plunged into a general ollapse as a result. 

The necessity for an ' -"free trade" measures of 
economic protection is th t no branch of industry can 
survive, if it does not en oy a price for its products 
which exceeds the neces ary cost of the production. 
Similarly, no national e onomy can prosper, if it 
allows to be dumped upo its shores goods which that 
nation can not afford to p chase, except by curtailing 
its purchases of some es ential items. The primary 
function of protectionist easures of tariffs and trade 
regulation, is not to establ sh a supplementary or alter
native source of tax reven es: It is an economic-plan
ning function employed y every sane modem gov
ernment. 

The primary beneficiafy of such economic protec
tion is the average famil� household of the relevant 
nation. The argument on �is point is virtually identi
cal to that Henry C. CarfY and others made on the 
issue of chattel slavery in �e United States. 

If another nation supp�ies products at a lower price 
than our own, and acc�mplishes this because of 
cheapness of labor and lack of paid infrastructure costs 
in that other nation, botti nations are ruined by this 
exchange. The other natibn is kept in backwardness 
and a poor level of existe�ce of the relevant sectors of 
its labor-force, whereas �ur labor-force's quality of 
life is lowered to a level tnore nearly resembling the 
misery of those employM in the relevant foreign 
cheap-labor operations. !Thus, for example, "free 
trade" is directly in viola�ion of the "general welfare 
clause" of the Preamble to the U.S. Federal Consti
tution. 

I 

Thus, the traditional torms of protectionist tariff 
and trade policy practiced formerly by the U.S. gov
ernment are legitimate, indispensable, and one of the 
more powerful tools of �overnment in the domain 
of national economic-dev¢lopment planning. Without 
such means, government kan not defend the value of 
the national currency effef;tively. 

I 

5.32 As to fostering the internal development of the nation
al economy, there are fcl>ur aspects of the national 
economy's public sector through which government 
action can have the relatively most powerful and dura-
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ble stimulus to higher rates of both production and 
productivity within the economy as a whole: 1 )  large
scale improvements in basic (physical) economic in
frastructure; 2) stimulation of increased rates of ad
vanced scientific research, and 3) correlated measures 
of improvement in public education; and 4) govern
ment's use of its purchasing-power, investment tax
credits, and favorable terms of credit, to stimulate 
expansion of the development and use of the most 
advanced technologies of machine-tool design. These 
measures foster the relatively highest rates of im
provement in productivity within the economy, both 
per capita and per square kilometer of land-area in 
use. 

Two crucial aspects of this tactic should be identi
fied. When credit is supplied to large-scale infrastruc
tural projects, or to the most capital-intensive forms 
of production, or to scientific and technological prog
ress as such, or to some combination of these ele
ments, the relatively greatest beneficial impulse is 
imparted to the economy as a whole. In these cases, 
the credit supplied to its primary recipient exerts the 
relatively greatest multiplier effect, upstream, 
through purchases from vendors, and, downstream, 
through the impact of improved technology upon the 
productivity of the economy. 

As a matter of contrast, the same amount of credit
stimulus issued to ordinary production of households' 
goods would not generate even an approximately 
equal benefit for the economy at large-but for the 
exceptional case, in which the credit relieved a critieal 
bottleneck, as in the instance in which a significant 
shortage of some requirement were relieved. 

5.33 On condition that the state outlaws the substitution 
of central banking for government monopoly over 
creation and issuance of currency, national banking 
puts at the disposal of the state the most powerful 
administrative devices for effecting a non-inflationary 
stimulation of real economic expansion. 

The mechanism of lending of state-created curren
cy through national-banking facilities, virtually elimi
nates the state's reliance upon the open market for 
bonds as a source of its lending-power. The state's 
currency-notes can be put into circulation, through 
lending, at rates which reflect only the consideration 
of combined risk and administrative costs. State credit 
becomes the cheapest form of credit in the market. By 
restricting the categories of loan of this state-credit, 
government can orchestrate the growth of the public 
sector directly, and also structure the investment op
portunities afforded to the private sector of the econo
my. By restricting the issuance of this credit to the 
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methods of tranches used cust<ilmarily for construction 
loans, and limiting its issuance chiefly to categories 
of physical goods and advanqes of science and tech
nology, state credit tends tOr have not only a non
inflationary character, but ev¢n a deflationary poten
tial: To the degree that signifidtnt increases in produc
tivity are effected to more adtanced technologies in
troduced, the cost of goods is rreduced in that degree. 

5.4 Special role of large infrastructural projects 
I 

The three most critical bottlenec�s in physical economy 
are cubic meters of usable water per qour, kilowatts of power 
per hour, and ton-kilometers per hour in general transport of 
goods, each and all per capita, per hopsehold, and per square 
kilometer of relevant land-area. These bottlenecks have an 
obvious bearing upon the variability Qf potential relative pop
ulation-density. That is to say, techhology being otherwise 
equal, the effective productivity wh�ch can be developed in 
one area, as compared to another Of comparable size and 
general quality, varies with the degree to which those three 
infrastructural bottlenecks are overc<?me. 

I 

5.41 For this reason, we must speal( of "development corri-
dors." A typical development corridor is defined by 
either a railway line, or a fuhctioning inland water
way, or both, identifiable as the "spine" of that corri
dor. The development of industry and agriculture, and 
of railway lines paralleling th¢ river, along the Rhine, 
is a model of reference for thiS;. The extensive applica
tion of the principle of such a j'development corridor" 
dates from the development Cj>f western european in
land waterways launched by <[:harlemagne. 

5.42 Typically, today, the width df that corridor may ex
tend to approximately 50 kildmeters on either side of 
that "spine." Associated witlll that "spinal column," 
or central right-of-way of the corridor are pipelines, 
power-transmission lines, an4 parallel trunk highway 
segments. Along the length :of the spine, there are 
nodal foci of development; f1X,tending like ribs from 
the spine, are the feeder link� into the flanking tissue 
of the corridor on either side of the spine. 

I 
5.43 The choice of a network of Plodern such "develop

ment corridors" involves twq crucial factors of Rus
sia's economic development j as a whole. First, ade
quate development of Russi�'s economy across its 
vast stretches of relatively lpw population-density, 
would not be possible withou� both large-scale devel
opment of Russia's vastly un�erutilized hydrological 
potential, and the development of an efficient set of 
trans-eurasian railway-spinttd corridors. Second, 
without the development of tl).e inland waterways and 
rail nets from Berlin through Poland, into Russia and 
Ukraine, there can not be rul economically efficient 
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commerce between western Europe and Eurasia gen
erally; without that, the development of Russia's  
economy would be relatively crippled. 

Exemplary is the region of Central Asia associat
ed with the presently spoiled Caspian Sea and the 
ruined Aral Sea. The water levels of these seas , 
and the levels of water-tables in adjoining areas 
must be raised. The use of no more than a significant 
fraction of the vast amounts of flow presently 
dumped into the Arctic Ocean would serve to flush 
both of these seas , and would also feed a broader 
network of inland (barge) waterways and other 
economic and household uses. 

The crucial, more general problem addressed by 
Eurasia "land-bridge" and other developmental corri
dors is that low population-density tends to increase 
the cost of production significantly. The factors of 
cost are typified by the increase of the amount of 
inventory which must be supplied to the transport 
"pipeline," relative to the level of production-output 
involved, and by increasing the cost per ton attribut
able to movement of freight. 

There are several ways this problem may be ad
dressed successfully; these solutions are all to be 
found in principle within the notion of the develop
ment corridor: 

(a) The development corridor provides the means 
for establishing designed, high-density complexes of 
production within the most efficient modes of trans
port and supplies of water and power (and, also, com
munications) . By this method, the corridor is a means 
by which an efficient form of high-density area is 
developed within a larger low population-density 
area. 

(b) The "spine" provides means for gaining the 
benefits of economy of scale in respect to trunk-line 
transportation, communications, and production and 
distribution of power and water supplies . 

(c) The development of high-speed magnetic levi
tation, and the serial/mass production of the new, 
Julich type of high-temperature reactors (HTR) in the 
100-200 megawatt range, transforms the vast, under
developed spaces of Russia into a network of develop
ment corridors of rich potential. Virtually no other 
nation in the world could benefit as much from the 
advantages of maglev speed as the area of the former 
Soviet Union. Given the costs of transport of fossil 
fuels for production of power, and the greatly superior 
energy-flux densities of the HTR over fossil-fuel 
plants , the gains in efficiency gained through the gen
eral use of power-complexes built up modularly of 
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clusters of HTRs has a great potential inside the kinds 
of development corridors required for the efficient 
development of the RusSia economy in depth. 

The function of corridors defined in these and re
lated terms, is to transfqrm what might appear to be 
the vast disadvantages of Russia' s  space, into an ad
vantage. 

5.5 The essential economic function of the space · 
program 

The common fault in the thinking of self-styled "practical 
men" is indicated by the fact th�t nearly all species of beasts , 
excepting perhaps a relative hlUldful of species , such as the 
foolish pandas , are far more '�practical ," and much more 
consistently so than even the mcpst "practical" among human 
beings . The most practical man pn Earth is the serf-like peas
ant working in traditional agriQulture , sometimes almost in 
beast-like ways; if he has his �ay, his condition of life will 
never be improved significantly, even over thousands of 
years to come. A beast, unlik� the Eratosthenes from the 
ancient Academy at Athens , wCiluld never depart from being 
"practical ," to suspect that the Earth was a sphere-like object, 
to say nothing of measuring � Earth' s  diameter to within 
about 50 miles error at the pole�. Similarly , people who have 
yet to learn the ABCs of the s¢ience of physical economy, 
think that an extensive govemm�nt-sponsored space program 
is either simply a military, or p<)litical-prestige program, but 
otherwise a waste of money . I 

On the condition that a cdmpetent economic-recovery 
program is set into motion �n Russia, the continuation 
and expansion of Russia' s  s�ace program is one of the 
most useful contributions to � the successful growth of 
Russia' s net output per capita, per household, and per 
square kilometer. It is relevan. to examine here summarily 
the proposition, that Karl Marx, like the Physiocrats , 
Adam Smith, and David Ricardo before him, never under
stood the source of physical-e,conomic profit generated in 
a modem economy. The benefits of a properly directed 
space program are of this nature; we find a comparable 
case in certain vast economiq benefits which the United 
States has gained repeatedly tlrom large-scale investments 
in the production of the fordt of waste known as high
technology military expenditulres .  

5.51  The economic phenoq.enon 

It used to be a margirj.al advantage of the United 
States, that we emerged from the costliest of our major 
wars , including the Civil War, far more prosperous 
than we had entered it. :The U . S .  trade unionist and 
others , used to be bemused by the curious fact, that 
large-scale , crash-progtam war-expenditures made 
the United States more prosperous ,  whereas periods 

EIR March 17, 1995 



of peaceful disarmament were usually associated with 
recession or even depressions ! 

The solution for this apparent paradox ought to 
be considered elementary: The only source of actual 
physical-economic profit is that marginal increase in 
the productive powers of labor which is attributable 
entirely to the generation and assimilation of scientific 
and technological progress . This is what the pro-feu
dalist Physiocrats , of the Fronde tradition , refused to 
accept , as did all of the British empiricists such as 
Smith and Ricardo, and as Marx , in his Capital, ex
plicitly pushed aside this implication of technological 
progress . 

The same kind of benefit was realized by the Unit
ed States economy from President Kennedy's "crash
program" commitment to a manned Moon landing. 
Over ten cents was returned to the U.S .  economy as a 
result of the "spin-off' benefits generated by each 
penny of expenditure for that 1 960s aerospace 
program. 

5.5l How the benefit is transmitted 

The transmission of scientific discovery to become 
increased productivity per capita and per square kilo
meter , is mediated typically through a section of in
dustry broadly identified as the "machine-tool sector. " 
Typically, a perfected laboratory apparatus, con
structed for a proof-of-principle demonstration, 
serves as the model for a new machine-tool principle . 
That machine-principle , incorporated, in tum, in ma
chine-tool designs, becomes the medium for effecting 
increases in the productive powers of labor . Military 
investments in advantages of technological attrition 
have thus the same type of indirect but substantial 
benefits to the economy as space programs. Military 
and space production delivers this ("spin-off') benefit 
through the quality of stimulation such production 
provides to the machine-tool �ector. It is the new ma
chine-tool designs so stimulated , which are the gener
al source of the increase of productivity. 

5.53 How space programs must be defined 

From this vantage-point of the economist , space pro
grams have a twofold peculiarity. From the stand
points of both science and engineering, space pro
grams are anomalous in all respects . The putting of 
objects and persons into space exploration, is already 
anomalous; this requires a virtually endless series of 
successive confrontations with circumstances which 
man has never addressed before . The chief purpose 
of space exploration, is the exploration of physical 
anomalies in our universe, touching areas of physics 
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which can not presently be addressed in any other 
I 

mode. 

The relevant policy con�iderations are shown 
most readily from the vantage1P<>int provided implic
itly by B .  Riemann's treatment of the fallacies usually 
associated with formal matherhatics, in his 1854 ha
bilitation dissertation . The qualitative aspect of the 
progress of mathematical physics is located in certain 
experiments which have a unique significance among 
experiments in general. Modem english-speaking us
age among physical scientists �ms to prefer the term 
"crucial" over "unique ."  

I 
To put the relevant cruci� point as succinctly as 

seems feasible, let us briefly rqstate Riemann's thesis 
in my own preferred terms . jfhis leads directly to 
identifying the unique import�ce of space programs 
for stimulating growth within �odem economies. 

It were perhaps more or le$s inevitable, that in its 
baby-steps, science would bl�nder into the error of 
attempting to reduce PhYSic�cience to the terms of 
a naive sort of formal geome , one axiomatically of 
zero-curvature . This is the g metry, not of vision, 
but of the naive variety of Visu� imagination, in which 
space and time are extended , indefinitely in perfect 
continuity: forward, backward, side-to-side, up-and
down. The physical objects and events we attribute to 
our senses, or also to our iIJllagination, are simply 
located within a zero-curvatuI"c:l space-time so defined. 
We then perpetrate the naiv� ' blunder of assuming 
that processes occurring in nature can be described 
adequately in terms of the m�hematical mapping of 
objects within the zero-curvalure space-time of the 
visual imagination . Thus , nai�e error wrongly attri
butes to the schemas of Gali1�o, Fludd, Newton, et 
al. , the quality of physical spdce-time. 

I 
If we examine this matter ftom the formalist stand

point of analysis , the following picture emerges from 
study of unique experiments, We discover, that in 
each of these instances, physics presents us with prop
ositions which can not be reconciled with the set of 
axioms and postulates of a Ilaive (e .g . , Cartesian) 
mathematics of space-time. .In formalist terms, we 
can acknowledge the anomalous evidence with which 
nature has confronted us, only �y a new hypothesis. in 
Plato's  or Riemann's  sense of tlhe term "hypothesis": a 
new set of axioms and postufates, replacing that of 
naive mathematical physics . ! .  

Then, we no longer have a simple, zero-curvature 
space-time. The combinatiOI� of all of the changes 
in axioms and postulates imposed by a reconciled 
succession of unique experim�nts. results in attribut-
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ing to our thus modified notions of physical-space
time some definite, non-zero value of curvature . In 
that transformation, the naive , neo-aristotelean, 
mechanistic form of mathematical notions of causali
ty, such as those introduced by Sarpi-Galileo, must 
be replaced by a notion of the function of universal 
Reason, in the sense this notion was adopted by 
Kepler. 

Thus , is fun$mental progress in science ordered . 
So, consequently , is technological progress supplied 
a sense of ordering-principle . 

For reasons recognized by Riemann, the kinds of 
experiments and kindred observations which address 
this matter of curvature more directly , are located at 
those extremes which lie beyond the direct power of 
our sensory apparatus ,  in the remotenesses of astro
physics and microphysics . This should not astonish 
us , since the first steps toward a mathematical physics, 
as Plato's  Academy illustrates the point, were accom
plished through inferential studies of astronomy. The 
study of the characteristic distinctions of living from 
non-living processes , in these terms of reference , 
completely maps the frontiers of research in which 
the richest production of original, valid, fundamental 
discoveries will occur. 

How life presents itself to us in the remotest 
smallness of microphysics , and man acting upon the 
astrophysical vastness , are the expression of that ex
ploration of scientific frontiers . 

Now , then, briefly: The frontiers of scientific 
progress are expressed by man, including his most 
intimate microphysical aspects , acting upon the most 
anomalous phenomena to be found in the vastness of 
astrophysics. Cosmic rays , the spectroscopy of the 
perimetry of so-called "black holes," the shedding of 
rotation by fast-rotating binary stars , the full range of 
spectroscopy of interstellar space , and so on and so 
on . Here man will uncover the unique anomalies 
which lead to an increase of the power of mankind to 
exist on Earth . Here, the clues to the greatest benefits 
to the economy of Earth will be uncovered. These 
clues will be explored successfully , only by aid of 
successful, increasing large-scale space programs .  

5.6 The analog o f  war mobilization 

The paradoxical advantage and risk of any competent 
effort to reorganize an economy as shattered as the Russia 
economy today, is that this can be accomplished in but one 
way, by methods adapted from the world' s  rather rich mod
em experience with war-economy . 

The point is that the initial phase of a process of economic 
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recovery can occur in no way btU through government initia
tives of the form of mobilizing $emi-idle and idle productive 
and related resources ,  to bring �ogether by command the es
sential elements of materials ,  m�chinery, labor, and so forth, 
to resume production on a scaltt approximating some earlier 
point in time, prior to that COllapse now being reversed. 

After that initial phase, the robilized state is maintained 
through shifting toward relianc� upon a system of purchase 
orders and credit for weekly �ayroll , materials purchases, 
and so on . A reasonably good �pproach to the mobilization 
during the initial phase of economic recovery would resemble 
in a significant degree the initial. 1 940-42 phases of pre-war 
and wartime mobilization of theiU . S .  economy for combined 
military and civilian logistics of wartime conditions . 

5.61 Some useful models f1r comparison 

During recent decades , � have recommended study of 
the mobilization of the fconomy of France, first by 
Lazare Camot in his rolq as "Author of Victory," and 
also through the combi�ed influence of Camot and 
the Monge-Legendre Ecple Poly technique during the 
interval 1 794- 1 8 14 . The�e methods were assimilated, 
through the assistance pf associates of Camot and 
Monge , by the post- 1 8 114 U . S .  Military Academy at 
West Point under cotandant Sylvanus Thayer. 
Over time, the lessons f the Germany and the joint 
Prussia-Russia mobiliza ion of 1 8 1 2- 1 3 ,  under the di
rection of Friedrich Schiltler's  friends , for the Libera
tion War against Napot' on Bonaparte' s  oppression, 
were assimilated to kin d effect . The CamotlEcole 
model is the classical c se , since it was the first in
stance of a military mObifization based upon a science
technology-driver pivot � 

i 

Other models of rele�ance include the U. S .  mobi
lizations for war, 1 9 14- t 8 and 1 940-44, and military 
and quasi-military scien(j.fic mobilizations such as the 
Manhattan Project and i the Apollo program of the 
196Os .  Also of relevanc¢ are the pre-Hitler Germany 
recovery program de�eloped for the pre-Hitler 
Schleicher govemmentj the one which the Anglo
Americans toppled , in Qrder to bring Adolf Hitler to 
power, and both the "hk:avy franc" reform, and the 
dirigist program of industrial and force de frappe de
velopment which Prcl;ident Charles de Gaulle 
launched for the Fifth R�public . 

5.62 Does mobilization au�r dictatorship? 

The social characteristic� of these exemplary past mo
bilizations ,  are of special significance because of the 
understandable fears which will arise , that an eco
nomic mobilization of �is sort augurs the possible, 
even probable emergence of a new dictatorship. This 
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report concludes with an appended comment upon the 
relevant historical view of this issue . 

6.0 The 'national party' in modern european 
history 

The distinctive , collaborative roles of D . I .  Mendeleyev 
and Sergei Witte in the development of railways and industry 
in pre- I 905 Russia typify a phenomenon characteristic of the 
appearance of the modem form of nation-state during the 
recent period of slightly more than six centuries ,  since the 
collapse of the great Lombard debt-bubble during the middle 
of the fourteenth century . This phenomenon I term the "na
tional party ," both as it sometimes appeared on the surface 
of history , as a formal political movement, or operated as 
an organic phenomenon with society, as the collaboration 
between Mendeleyev and Witte illustrates the latter variant. 

It was customary, in pre- 1 8 1 2  Europe , to speak of Germa
ny as a nation of poets and thinkers . Yet, from the beginning, it 
was always the poets and thinkers of every nation who actually 
fostered the modem commonwealth form of nation-state . But 
for a rare few exceptions ,  such as France' s  Louis XI , it was 
not the kings and oligarchs who maintained the continuity 
of literate forms of language and other features of national 
european cultures, but always the poets and thinkers . 

Dante Alighieri is one such pre-shaper of the modem 
commonwealth, and Petrarca after him. The Golden Renais
sance and Louis Xl's  commonwealth of France were made 
possible by the classical humanist teaching-order, the Broth
erhood of the Common Life . The Council of Florence was 
organized by leaders such as Nicolaus of Cusa and the later 
Pius II (Piccolomini) . The spread of the new commonwealth 
institutions was fostered by such associates of the Oratorian 
order as Erasmus of Rotterdam and Raffaello Sanzio. The 
resistance against the venetian oligarchical takeover of 
England was led by figures such as the playwright Chris
topher Marlowe and the composer John Bull . 

In France, the erasmian associate of the Oratorians, Fran
cois Rabelais, churchmen such as Richelieu and Mazarin, 
plebeians such as Jean-Baptiste Colbert, and anti-empiricist 
scientists such as Desargues, Fermat, and Pascal typify the 
resistance to oligarchism. 

In modem Germany, it is the cases of Gottfried Leibniz, 
J .S .  Bach, Lessing, Moses Mendelssohn, and the circles of 
Schiller, his sometime collaborators (such as Goethe) , his 
friends , such as Wilhelm von Humboldt and von Wolzogen, 
and his followers, such as Beethoven and Schubert, who 
exemplify this . Later, there is the great Gauss, Lejeune Dir
ichlet, Wilhelm Weber, and Riemann, and later, the last 
leading bastion of resistance against the dog-packs of the 
oligarchical philosophy of positivism, Max Planck. 

The history of the nation is not the kings , princes ,  and 
aristocrats , for whom the nation is but a feudal estate, or the 
financier nobility, who loot it with usury . The renewal of the 
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continuity of the national culture is �e peculiar function of 
that portion of the intelligentsia whiFh is committed to the 
principle that knowledge can be rendered intelligible through 
the agency of the creative faculty of the individual human 
intellect. It is that portion of the intell�entsia which sees man 
not as a beast, a wretch, but a creative intellect made in the 
image of God the Creator. The portion of the intelligentsia 
constitutes what I designate as the social basis for "the nation
al party" of a nation . 

That portion of the intelligentsia in each language is the 
bearer of the continuity of the natibn. As this portion of 
the intelligentsia responds to that impulse within itself, it 
constitutes the organic leadership of a "national party. "  It is 
such an intelligentsia which writes Fuch documents as the 
Preamble to the U . S .  Federal Constitution; it is the slave
holders , the dictators , and actual or would-be feudal aristo
crats , who would write the opposing preamble to the empiri
cist Constitution of the Confederate States of America. 

The relationship of the circles of Mendeleyev, Witte, and 
\ later V . I .  Vernadsky to the actual national party in post

Napoleon III France of 1 87 1 -98 , as me Pasteur circles exem
plify this tradition of the Carnot-Monge-Legendre Ecole Po
lytechnique of 1 794- 1 8 14 ,  is an exerqplary subject for study. 
We who in fact are organically representatives of the "nation
al party" factions in our respective �ations should come to 
understand more clearly and profo�dly , this historic basis 
for our natural inclination to collabor4te in the mutual defense 
of our nations against the depreda�ions of the adversary, 
oligarchical party . 

The question whether an attempted economic recovery 
initiated through an emergency mobi'ization will lead to true 
liberty , or to dictatorship is a questio� of the social composi
tion of the agency which directs tQat mobilization . If the 
directing agency thinks like a part, or a lackey of the oligar
chical party , that agency will tend tq use the assembly of its 
forces into a commanding position to �stablish a dictatorship, 
or something akin to it. The national iparty in command, will 
respond differently . The key to the pistinction between the 
two qualities of leadership, is the di!>tinction between those 
who see ordinary men and women I4s cattle to obey orders, 
and those who see the creative inteillect of individual men 
and women as the great moral force for good which must be 
awakened, and set into motion. 

Thus , for that reason, and in that Iltnse, I do not trust men 
and women in power who are too mhch the busy-busy-busy 
practical politicians . One must pref�r men and women who 
have learned the importance of proc�ding from principle to 
action, rather than viewing "princip1e" as rhetoric produced 
to justify what one has done out of purely practical considera
tions . I place some value on political iparties ,  but I do not like 
them too much. I prefer political movements , which are self
governed by passion for the practic� realization of the com
monwealth principle of the moderni. scientifically progres
sive form of nation-state. 
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