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avoids the fight for the real solution.
Instead of backing LaRouche’s leadership, in get-

ting Obama out, and Glass-Steagall in, as necessary 
preconditions for the uttering of Federal credit for great 
projects such as NAWAPA (North American Water and 
Power Alliance), which will increase jobs, and produce 
new physical wealth—which is the only way out of this 
crisis—cowardly state and local officials have been re-
duced to whining, complaining, and murderous budget 
cutting, while the bailout of the criminals, whose spec-
ulative appetites are responsible for the breakdown of 
the Trans-Atlantic economy in the first place, contin-
ues, at an accelerating rate.

For a small percentage of the cost of the bailouts, the 
Federal government could make payments to state and 
local governments, to protect essential, life-saving pro-
grams from being cut. Further, funds applied to state 
and local governments for necessary improvements in 
upgrading the overall economic platform—i.e., invest-
ments in so-called infrastructure—would enable states 
to benefit immediately from such projects as NAWAPA, 
establishment of improved power production, and a 
grid of high-speed rail transport.

Federal Government 
Must Give Backing 
to the states

Lyndon LaRouche outlined the appropriate approach 
of the Federal government toward the states in the con-
text of a Dec. 7, 2002 presentation to meeting of Cali-
fornia supporters. We provide the relevant excerpt here.

We have two levels on which to operate in our econ-
omy, in order to deal with this kind of crisis.

First, on the state level: The Federal states of the 
United States each have authority and responsibility for 
the development and maintenance of basic economic in-
frastructure. That is, the creation of public utilities on the 
state level, for example; or the granting of powers by the 
states, to municipalities and others, to create local public 
utilities. These types of utilities, which were protected and 
regulated, used to be a safe place for people to put money 
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for their retirement and so forth. No longer, as you know.
All right. But we have to rebuild them. But we do not 

have the credit in the banking system, or in sale of stock 
or anything else, to do this rebuilding job. We have to, 
therefore, go to the credit-creating authority, and regu-
lating authority, of the Federal government, to give the 
backing to the states, which will enable the states to 
carry out their program, such as rebuilding in California, 
generation and distribution of electrical power, the im-
provement of water management, which is an adjunct to 
the development of electric power. We have a water di-
saster. We could fix it. We’d better get at it. We have a 
power crisis. We’d better fix it. We’d better get at it.

These are things which require action on the state 
level, under state authority, and cooperation among states, 
as individual states, but also the protection of the Federal 
government itself, and the credit-creating authority.

So therefore, what has to happen is two sets of leg-
islation: First of all, as I’ve proposed, a national infra-
structure program, which I’ve sometimes called a 
 “Super-TVA,” to remind people of the TVA develop-
ment under Franklin Roosevelt. We need that. We need 
that on the Federal level and the state level. We must 
save our rail system, we must protect our air-traffic 
system from collapse—which is now in progress. We 
must protect our water-management system, keep those 
in place, and so forth, as well as our energy-generating 
and distributing systems. And also our health-care sys-
tems, and our educational systems, and so forth. These 
things must be fixed. We’re disintegrating as a nation. 
We can’t have this continue.

This means that the Federal government must create 
legislative authority, with the Executive, and the Presi-
dency, and the Congress, to repeal—temporarily at 
least—all of those changes in law, which were made 
over the past 35, approximately, years, changes in law 
which took us away from a fixed-exchange-rate inter-
national monetary system, to a floating-exchange-rate 
system; away from a protectionist policy to a free-trade 
policy; and into massive deregulation.

So, all the legislation, which would mandate dereg-
ulation, cessation of construction of essential infra-
structure, and so forth, these things must be wiped from 
the books, at least for the duration of the emergency. 
Under that authority, and by putting the banking system 
into bankruptcy reorganization—the financial system 
into bankruptcy reorganization—and using Federal 
credit to generate growth, as Roosevelt did, then we can 
come out of this quite well.

among the Gnomes

swiss Lawmakers Moot 
Glass-steagall Law
Sept. 23—In the midst of the escalating bankruptcy of 
the trans-Atlantic banking system, the Sept. 15 Thurs-
day morning session of the Swiss Nationalrat, the lower 
house of parliament, was hit with startling news: The 
Swiss megabank UBS announced an over-$2 billion 
loss on bets by its flagship London trading office. 
Within hours, and into the next Nationalrat session on 
Monday, with parliament already debating a banking 
bill known as “Too Big To Fail,“ the Swiss were on the 
way to having the first elected body, on either side of 
the Atlantic, vote, and make the law of the land, a Glass-
Steagall-modelled two-tier banking system (separating 
investment from commercial banking), to protect the 
real economy and related credit/deposit system from 
the threatened bankruptcy of UBS and its equally large 
sister, Credit Suisse.

Although in June, the Ständerat, the upper house, 
and in August, the parliamentry Joint Economics and 
Expenses Commission, had debated, but voted down a 
two-tier banking system clause for inclusion  in the 
“Too Big to Fail“ draft bill, within hours, leading fig-
ures of the two major parties, the Social Democrats 
(SP) and the Swiss People’s Party (SVP), were present-
ing competing proposals for a Glass-Steagall-type law.

That morning, SVP Nationalrat member Caspar 
Baader submitted a motion that the draft bill be sent 
back as inadequate, and that the government should re-
submit it with either a two-tier banking system clause, 
or a strict “holding structure” division of the banks. The 
online protocol of that day’s session is filled with nu-
merous demands and ideas from delegates on how to 
protect Switzerland from the consequences of the two 
banks’ investment banking divisions. SP delegate Su-
sanne Leutenegger-Oberholzer rejected the SVP 
motion, claiming its proposal wouldn’t withstand for-
eign claims on UBS Swiss assets, if their U.S. invest-
ment banking operation went bankrupt—“It’s not wa-
tertight,” she said. SVP deputy secretary Silvia Baer 
would later say the SP should simply support the SVP 
banking reform proposal.


