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of a Classical tragedy: a self-inflicted ruin. This is a ruin
deeply embedded inthehabitsacquired, over several decades,
habits acquired by our leading institutions, and tolerated by
the overwhelming majority of the population in generadl. If,
and only if, we, as a nation, can come to recognize the error
in those presently widespread opinions and habits, we can
find away out of thecrisis.

To escape from this crisis, we must abandon so-called
“freetrade” and “ shareholder value” follies, to return to what
our republic’ sfirst Treasury Secretary, Alexander Hamilton,
outlined as an “American System of political-economy,” a
system entirely unlike the so-called capitalist and socialist
systems of Europe. The great German-American economist
Friedrich List named Hamilton’s outline The National Sys-
tem of Political-Economy. |tisasystem sometimesidentified
as the “American historical exception”: the system of such
anti-Locke followers of Europe's Gottfried Leibniz as our
Benjamin Franklin, Washington, Hamilton, Mathew and
Henry Carey, Henry Clay, Abraham Lincoln, and avowed
“American System” follower Franklin Roosevelt.

Solving the present crisis means warning every foolish
American populist to stop blaming Washington, and “the pol -
iticians’ for every actual or aleged suffering of our people,
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LaRouche's emergency
infrastructure reconstruction
program represents the methods of
Alexander Hamilton's American
System of political economy. “ We
must restore the Roosevelt reforms;
but, to succeed, we must add new
features, features made necessary
by the great changes in political
geography and physical economy
over the course of the 1933-2002
interval as a whole.”

from taxesto head lice; whereas, our moreintelligent citizens
rightly blame the menace of West Nile killer-virus on the
silly popular opinion which alowed the fraudulent banning
of DDT. No nation was ever threatened by destruction from
within, except asaconsequence of itspreval ent popular opin-
ion. Infact, the greatest source of present danger to the United
Statesfrom our so-called politician class, isapreval ent whor-
ishdesireto befound attractiveby what that classperceivesto
be popular opinion. So, we might speak, at times, of “Madam
Government,” and, often, of “Hollywood Madam Gov-
ernment.”

Wemust accept thereality, that no recovery of the present
financial system is possible, unless our minds be freed from
thedeadly, suicidal, “free trade” and “ shareholder value” de-
lusionsof current popular opinion about economics. Sofreed,
wewere then ableto act on thefact, that the hopel essly bank-
rupt, failed present system must be replaced by something
like the successful 1945-1964 Bretton Woods system. Once
that is accepted, a solution to the present crisis is possible.
However, we can not simply wish for such a change; you
must help me, now, to causeit to happen.

The kinds of monetary, financial, and economic reforms
which we should remember as the experience of the 1933-
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1945 Franklin Roosevelt recovery, are a model of the types
of recovery measures which will work, once again, today.
Now, as during 1944-1945 monetary deliberations, there are
two general steps which can bring about a general recovery.
First, aconcert of nationsmust apply the methodsof financial-
bankruptcy reorganization, to replace the presently failed
IMF system with afixed-exchange-rate system. Thismust be
a system modelled on the 1945-1964 period of post-World
War Il reconstruction. Second, those Franklin Roosevelt-like
monetary and financial reforms, must be matched by new
economic programs, programs of economic recovery in-
stalled aslaw by governments.

Aswas done under Franklin Roosevelt during the 1930s,
some part of those economic measures, including some ex-
panded infrastructure programs, should be introduced by the
U.S. President and Congressright now, before the November
2002 mid-term elections, without waiting for the completion
of the needed international monetary reforms. However, to-
day, we can not postpone the new monetary system for more
thanamatter of months. Thecontinued successof theimmedi-
ate economic measures, will depend upon an early agreement
to a1945-1964 type of international monetary reform.

Hoover, Roosevelt and GeorgeW. Bush

Against the background of the present economic crisis,
the use of the term “vacation” to describe President George
W. Bush's recent retirement to Texas, has an embarrassing
doublemeaning. I nstead of wasting precioustimeonvacation
amusements, such as that propaganda side-show described
as the Waco economic summit, President Bush should have
pushed his administration and the Congress into two emer-
gency measures to save the core of the nation’s public trans-
port. He should have led actionsto stop the virtual freefall of
both the presently disintegrating national railway system, and
the gravely endangered commercial passenger-airlines sys-
tem. Werethere noimmediate action to protect these systems,
action along the lines of the Franklin Roosevelt precedent, to
save and rebuild those two imperilled el ements of our nation-
wide transport system, the U.S. economy would soon cease
to exist asaviable form of national economy. If welet those
rail and air-traffic systems collapse now, it would take years
to rebuild up to even the level of those systems today. The
danger of such disintegration is an immediate national, eco-
nomic-security emergency.

| repeat my warning: Were we, now, to allow a further
round of that shutdown of our nation’s public transport,
power, and water-management systems, a shutdown which
began under the direction of President Jmmy Carter's Na-
tional Security Advisor Zbigniew Brzezinski, the United
States would cease to have anational economy in fact. Since
Brzezinski cameintothat position of power,in 1977, therehas
been a persistent, accelerating decline in the real (physical)
standard of living of Americansin the lower 80% of family-
income brackets (Figure 1). Recently, with the 2000-2002
collapseof theso-called “ new economy,” thelower half of the
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FIGURE 1
Top 20% of Population Have More Than Half
of All After-Tax Income
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upper 20% of family-income brackets has been increasingly
hard hit with loss of financial assets. That collapse is how
about to become much, much worse, unless drastic and sud-
den changes in national policy and practice are introduced
now.

With the looming collapse of Federal Reserve Chairman
Alan Greenspan’ s mortgage-inflation bubble, areas of appar-
ent real-estate booms, such as the greater Washington, D.C.
area, are threatened with giant waves of foreclosures, and
catastrophically deep collapse in nominal value of the mort-
gages which had been bundled for processing by Fannie Mae
and Freddie Mac. Meanwhile, the international valuation of
the U.S. dollar had been propped-up by foreigners' subsidy
of the mushrooming U.S. current account deficit, and floods
of flows of money, from sources including the OPEC states,
as subsidies of the U.S. financial system. Those subsidies
are now drying out, as President Bush’s support for Prime
Minister Sharon’sMiddle East war, and Bush’ s pushing for a
war against Irag, isaccel erating flight out of theU.S. monetary
and financial systems.

Aslong asthe present system persists, no general form of
economic recovery will ever occur. The so-called economic
fundamentals are hopel essly unsound.

Our nation’s situation is broadly comparable to, but far
more menacing than that under President Herbert Hoover,
during 1929-1933. Hoover did not causethe Great Depression
of the 1930s, but he refused to reverse the accumulation of
policies which had been introduced under Presidents Theo-
dore Roosevelt, Woodrow Wilson, and, especialy, Calvin
Coolidge. These foolish policies were the accumulated
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changes, such as the Federal Reserve Act, which, combined
with the world-wide reign of the British Nineteenth-Century
gold standard, had dominated the 1901-1929 trends in the
U.S. and world economy. These were the policies which had
ultimately produced the two depressions in the 1922-1933
U.S. economy. Itwasthistrend, continued under Wall Street’s
Andrew Méellon, which was the primary cause for the 1929-
1933 crash.

Now, like Hoover before him, President GeorgeW. Bush,
“Number 43,” has been induced to make some terribly bad
decisions. Worst, has been the lie spread by that Administra-
tionand al so someleading Democrats, that “ thefundamental s
are sound” and a “recovery on the way.” In fact, the U.S.
situation today is, as | said, far more dangerous than that of
1933. Thefirst step toward overcoming an economic depres-
sion, isto cease denying the fact of the onrushing collapse.
Thereis no recovery, George; Dracula will not be flying to-
night, or any night.

Contrary to rumors, Hoover’s reglection was not ruined
by the Depression; he was ruined by refusing, as Number 43
has done so far, to admit that a genuine depression was in
progress. Like Hoover before him, Number 43 did not cause
the present U.S. depression; but, like Hoover, he adopted it
as his child. That mistake is what ruined Hoover’s hopes of
reelection. Hoover was not to be blamed for the Depression;
hewasjustly blamed by Franklin Roosevelt for allowingit to
become worse. The same blunder would doom Number 43,
and most of our citizens, too, unlessthe President wereturned
around, to adopt a new set of advisors who might persuade
him not to repeat President Hoover’ spolitically fatal blunder.

| repeat acrucial fact. The chief difference between 1929-
1933 and today, is that today’s crisis, while similar to the
Great Depression of the 1930s, is far more serious. Nonethe-
less, the same principles which Franklin Roosevelt used to
save the U.S. then, are key sources of insights, for defining
the cure of the epidemic of accelerating collapse presently
under way.

1.0. The Present National Crisis in
Transportation

Comparethe portions of the U.S. national railway system
which arein servicetoday, with the systemin service prior to
1977 (Figure2), and also look back to an earlier time, prior to
the late 1950s merger negotiations between the Pennsylvania
and New Y ork Central railways (Figure 3).

Now, referring to the 1977 map, ask: Which intercity rail
routes would be more efficient ways of transporting passen-
gersthan passenger air-transport? I n making the comparison,
assumethat modernized rail systems, comparableto France's
high-speed intercity system, or the German design for amag-
netic-levitation (maglev) system were used.

For example, look at the Northeast corridor from Boston,

EIR  September 27, 2002

Massachusetts, down to Washington, D.C. (Figure 4). Start
from the South Station in Boston, and proceed through Penn-
sylvania Stations in Manhattan and Philadelphia, through
Baltimore, and Washington, D.C. Starting from downtown
Boston, through downtown Manhattan, Philadel phia, Balti-
more, to Washington, compare the in-travel time of passen-
gers by rail, with the lapsed time required for travel from the
city center to the airport, processing to board the aircraft, and
S0 on, to reach a downtown destination in each of the cities
en route.

Now, comparetheincurred coststo airlines, of maintain-
ing intercity passenger service, with the total incurred costs
and lapsed time for travel by modern rail or maglev (e.g.,
persons, man-hours, miles, lapsed time of movement, dollars
of capital plus cost. Lapsed time of movement is calculated
as average time, beginning with travel to mode of rail, or air
transport, to reaching the ultimate destination for which the
rail or air portion of travel ischosen.) (See Table1 onp. 24.)

Now, continuing to focus on the Northeast rail corridor
as a point for comparisons, consider the unpleasant reality,
that domestic airlines now in a state of actual or near-bank-
ruptcy, are slashing intercity passenger service as a way of
effecting needed economies. Now, consider the action of the
Bush Administration, the Congress, and others, in continuing
to destroy even the presently remaining national rail service.

Now, compare the total cost to the national economy of
moving passengers by highways, rather than rail types of in-
tercity and local mass transit. Include all of the costs which
society incurs by substituting highway transport for rail-type
mass transit, including bigger highways, traffic jams, and so
on. That far, we have only sampled some of the most direct
costs of the changesin work- and life-style for both the popu-
lation in general, and the national economy.

Now, shift attention to arelated matter. Thistime, study
the 1977-1980/2000 changes in economic relations among
intercity and national rail corridors, on the one side, with
collapsing levels of industrial activity in population centers,
and with the amounts of passenger travel and freight-tonnage
along lines connecting these urban centers. Compare these
changeswith 1971-2000 changesinthe percentiles of thetotal
labor force employed as operatives, engineers, and techni-
cians, in capital-intensive forms of manufacturing and farm-
ing (Figure 5). Compare these U.S. data to the case for the
agro-industrial economy of Germany over theinterval 1971-
1989 (Figure 6). We have reduced the percentile of the labor
force employed in production of physical goods, while in-
creasing the percentile employed in such forms of overheard
costs as unessential low-skilled services and administrative
routines: no way to run arailroad!

Ask: What i sthe meaning of those changestowhich these
selected statistical benchmarks point?

Beginning approximately the time coinciding with the
U.S. entry into its official 1965-1972 war in Indo-China, the
U.S. economy underwent a profound change. It turned away
from its tradition as the world' s leading agro-industrial na-
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FIGURE 2
Amtrak Rail Lines Lost Since 1971

Source: EIRNS.

Snceitscreationin 1971, Amtrak has eliminated passenger service on thousands of rail miles, while opening up service on just two routes.
There has been a significant overall contraction in America’s passenger rail service. Moreover, there was already at least one-third less
passenger rail mileagein 1971 than in 1945. Here, hatched lines designate eliminated corridors; heavy lines are those remaining.

tion, to become an increasingly decadent culture, to become
what has been called a“ post-industrial,” or “ consumer” soci-
ety. | have compared this 1965-2002 plunge into economic
and cultural decadence, to the degeneration of ancient Italy
which characterized Roman civilization and its tradition,
from approximately the close of the Second Punic War, until
the emergence of modern European civilization during the
Florence-centered Fifteenth Century Renai ssance of the anti-
Romantic, Classical Greek tradition.

Thosepowerful political-financial forceswhich had hated
President Franklin Roosevelt, seized the opportunity pre-
sented by his untimely death, to begin tearing up the founda-
tions of those American constitutional traditions which Roo-
sevelt had invoked to rebuild the U.S.A. as the only world
power to emerge from the 1939-1945 war in Europe.

During 1933-1945, Roosevelt rebuilt the power and pros-
perity of the U.S.A. through his reliance on that principle of
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the general welfare which isknown asagapein the Classical
Greek of Plato and of the Christian Apostles John and Paul;
rebuilt theruined nation heinherited from President Hoover’ s
failing fingers. His opponents preferred the contrary tradition
of Presidents van Buren, Polk, Cleveland, Theodore Roose-
velt, Woodrow Wilson, and Coolidge. Oncethewar had been
surely won, those opponents used the occasion of the Presi-
dent’s death, to begin the process of uprooting the constitu-
tional foundations of that Roosevelt-led, capital-intensive
economic reconstruction of the nation’s physical productive
powers, which had been built up during the 1933-45 interval.

Nixon’s 1971 Decision Undid FDR’sWork

The primary target of this Roosevelt-hating, so-called
“conservative’ fi nancier-led interest, was the popul ar base of
Roosevelt’s |eadership. The objective was to begin the pro-
cess of ripping the general welfare clause out of the U.S.
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FIGURE 3A

Decline in Railroad-Track Mileage, 1950, 1970 and 2000, By Region

(Miles of Track)

Iz

P4y d [T

i
WY TAIR

Ir

o ?‘:":-M"fmpf":'

EWGLFT

T, Ll bl
ﬁ":._‘-lr_-p Ho

Nationwide
miles

224,370
205,780

Sl
LERNTRA

120,000

4 5 1950 1970 2000

Source: U.S. Dept. of Transportation.

Thisand following maps show total U.S. Class| track miles owned—a figure which counts multiple main tracks, railyard tracks, and

sidings. America haslost 77,400 miles, or 35%, of the Class| track

it had in 1970. The national and regional bar graphs show the steep

reduction in rail miles—despite an 80 million population increase in the country—which has reduced economic productivity. (Note the

different scales of regional and national graphs.)

Congtitution, and gradually degrading and corrupting those
portions of the population which had el ected Roosevelt to an
unprecedented four terms as President.

Until President Eisenhower’ sretirement from office, and
the assassination of President K ennedy, the Roosevelt legacy
was dtill so deeply embedded in the U.S. population, that
the enemies of that legacy, the nuclear-utopian cabal, were
limited to corrosive, but inconclusivevictoriesin their deter-
mination to turn back the clock to Teddy Roosevelt, Wilson,
and Coolidge. Thecaseof the Suez Crisisillustratesthat point.
The assassination of President Kennedy and the launching of
theofficial U.S. war in Indo-China, signalled the takeover of
U.S. political and economic policy-shaping by aforce which
Eisenhower had denounced as “the military-industrial com-
plex.” That “complex” is what is otherwise known as the
utopian financier/war-making interest, as presently typified
by its sympathies for Israel’s Ariel Sharon and the political
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“chickenhawks' " foolish lust for anew war against Irag.!
Under the growing influence of those wild-eyed utopians,
who used their roles as caricatures of Roman imperial pro-
consuls, to control both the Nixon and Carter Presidencies,
the United Statesunderwent afundamental changein outlook
echoing the imperial impulse of post-Second Punic War
Rome. Imperial Rome ceased to be a productive economy,
and, instead, relied increasingly on looting those popul ations
which it subjugated both within its empire, and on the Em-
pire's borders. The crucial blow which brought about the
transformation of the U.S. from aproductive, to adegenerate,
consumer soci ety, wasthelaunching of theanti-Franklin Roo-
sevelt decision of August 15, 1971. That decision destroyed

1. The term “ chickenhawks” is currently used to point out the lack of U.S.
military service records among those fanatics currently most zealousin their
reckless demands amore or lessimmediate war against Iraqg.
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FIGURE 3b
East North Central Region: Abandoned and Existing Rail

Rail currently in operation
Rail abandoned since approx. 1970
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In the East North Central region—Ohio, Indiana, Michigan, Illinois, and Wisconsin—one-third of the Class| rail trackage of 1970 had
been shut down by 2000. The map shows abandonment of lines to such cities as Chicago and Springfield, Indianapolis, Toledo, and S.
Louis, Missouri on the Illinois border. Rail ferries between northern Michigan and Wisconsin cities are also gone. The rail abandonment
starkly reflects the manufacturing collapse of thisvital industrial region.

that Roosevelt-designed Bretton Woods system which had  change-rate” system which led into the presently onrushing
organized the great post-war economic build-up of 1945-  collapse of the post-1971, global monetary-financial system.
1964. President Nixon launched the so-called “fl oating ex- The collapse of many of the former industrial centers of
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