may be too invelved a question for you to address in
this venue, but if you can, would you please indicate to
us how you were able to forecast this dynamic before
the instruments which arguably caused this current
crisis were even born?” ,

LaRouche: (That’s a smart kid!) Essentially, I un-
derstood economics. That’s why. My discoveries in
economics were, of course, part of a childhood experi-
ence, in a sense. My father was a consultant in the foot-
wear industry and a few other things, and I was never
dumb. Got into a lot of trouble for that reason. No, but
in 1953, I, in a sense, completed a phase of what, shall
we call, my education, and by that time, I had adopted,
understood, that we can not possibly deal with or un-
derstand economic processes, except by looking at
them, first of all, as physical economic processes rather
than monetary or financial processes.

And secondly, that we could not do this unless we
abandoned the usual Cartesian-type methods of think-
ing about economy, even physical economy, which are
prevalent in most universities today. That you had to
use, you had to apply the concept of dynamics, as rein-
troduced to modern civilization in the 1690s by Gott-
fried Leibniz, and then the advanced concept of dynam-
ics by Bernhard Riemann. And Riemann’s conception,
ag exemplified by his famous Habilitation Dissertation
of 1854, is the key to the competent understanding
today, of any kind of physical process, and economic
processes as physical processes can be only understood
as Riemannian systems. Now, in Riemannian systems,
the variable you're looking at, is dynamics, and you
could go back to the Dynamicum of Leibniz in 1695,
Specimen Dynamicum, for the definition of this.

The point was that the reductionists in physical sci-
ence and so forth are idiots, and they should not be al-
lowed—they can repair things, but they should not be
allowed to try to design anything. Because, you see, the
difference between man and the beast, is that no beast is
capable of creating the discovery of a valid universal
physical principle. Only an individual human mind can
do that. This, of course, is the reason implicitly why
Academician Vernadsky emphasized the question of
the Nodsphere, as distinct from the Biosphere: That
human beings are essentially spiritual, you would call
them, because what happens in the human body is a
biological entity, apparently, but it has a function that
performs intellectually which is not biological. And this
function is called creativity, and it is most easily identi-
fied, that is, from a scientific experimental standpoint,
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by the discovery of a universal physical principle. It
also has a complementary way of being defined, in
terms of artistic composition. But the most common ap-
proach is to physical principles.

Now, in physical principle, as in the case of the
Leibniz differential, as opposed to all the other versions
of the things, the calculus, is that this concept of Leib-
niz comes essentially from the discovery of gravitation
by Johannes Kepler. And what Kepler did was to dis-
cover the differential, the infinitesimal, in terms of the
characteristic of the planetary orbits, such as the orbit
of Earth: that there’s no way by quadrature of the ellipse
or quadrature of the circle, that you can define the mean-
ing of the infinitesimal in the curvature of the planetary
orbit.

The Harmonics of the Solar System
Now, this was then treated again by Kepler in what
is called The Harmonies of the World, and in Book IV
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of The Harmonies of the World, he takes the thing up in
a very specific way, which is later addressed by Albert
Einstein. And that is that the harmonics of the organiza-
tion of the Solar System are such, that you can not ex-
plain this from a visual standpoint, or from a simple
aural system. That is, not from the sense of sight, the
use of the function of the concept of the section of sight
to portray the orbital pathway, or from the function of
sound, simple sound, to define the orbital pathway. But
rather, you would have to rely upon something from
music, called harmonics. And you realize then, when
you do this, that you are dealing with something, a phe-
nomenon, in which neither the sense of sight nor hear-
ing defines the phenomenon you’re looking at, the phe-
nomenon of change, which you’re looking at, which
defines the orbital pathway of the planetary system.

So, Leibniz in this sense, in the 1690s, returned to
this conception, because he was a student of the work of
Kepler—all modern science, all competent modern sci-
ence, comes from the work of Johannes Kepler, of
physical science. Anything else is—forget it. So, he
recognized that the infinitesimal of the calculus, which
he had criginally discovered based on this appreciation
of this work of Kepler, involved an ancient conception
which is called the infinitesimal, of dynamics. And
therefore, we understand that creativity is always ex-
pressed—creativity in terms of physical principle—is
always expressed in terms of this kind of dynamics, of
the infinitesimal, which has no finite quality, but is
simply the appearance of a principle as a discontinuity
in a system of action.

So therefore, what the difference between man and
the animal is, is that mankind, by discovery of new
physical prinicples, and applying these to production, is
able to transform man’s power to generate physical
values, to increase man’s power to produce something.
That sort of thing. And so therefore, this kind of concept
is the basis for all competent science, all competent
economy. All present economists, as taught in universi-
ties, do not know this, and therefore they try to figure
out, from a financial system, the idea of profit, in terms
of a financial system or marginal income, in terms of a
financial system, not in terms of a physical system. And
all progress in science is based on that.

For example, let’s take the simple case of simple
stupidity among today’s typical environmentalists, If
you measure power in calories, you’re an idiot. If you
think a calorie of suntight is equivalent to a calorie of
nuclear power, you're an idiot. Because a calorie of nu-
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clear power is thousands of times more powerful than a
caloric of sunlight. Sunlight is very useful, when it
comes in the form of solar radiation, in terms of chloro-
phyll. Extremely useful. Then the sunlight increases its
work, the power increases its work on behalf of man, or
on behalf of nature, in many ways. Whereas if you
simply use it as power, what do you do? You use up all
the sunlight, you make 2 desert. If you take the sunlight
and apply it to plantlife, you make prosperity. So sun-
light, in a sense, as a living principle—the chlorophyll
is aliving principle—actually increases man’s power in
and over the universe, whereas the same number of cal-
ories consumed as solar power for a solar reactor, is a
waste of time, If you have enough solar reflectors, what
have you got? You’ve got a desert. Have enough calo-
ries, have enough chlorophyll, you’ve got a forest.
That’s the difference. And you've got human life, and
all kinds of things.

So therefore, it is human creativity, individual cre-
ativity of the individual human mind, such as universal
physical discoveries, the application of these to the pro-
ductive process in particular, that is the means by which
man is able to increase his power to exist on this
planet.

So what you have then, you have financial systems,
all these financial systems in economy: They’re not
worth anything! Because they don’t take into account
the most important thing: How you increase the pro-
ductive power of labor per square kilometer and per
capita, in a world in which the key opposing factor is
depletion. i you simply try to do the same thing over
and over again, and expand the population on that basis,
you’re going to run down the planet. I, on the other
hand, you use creative methods which involve this con-
cept, which Leibniz defined as the differential, the in-
finitesitnal, and you apply this as in the case of chloro-
phyll, or the case of nuclear power, which is thousands
of times more efficient than the same amount of calo-
ries expressed in the form of sunlight impinging on the
Earth.

So, what happens is, you find in the history of man-
kind that all backward societies, including especially
societies of slavery, prohibit the slave from developing
discoveries of prinicple. The slave is told to follow in
the footsteps of his father, of his grandfather, of his
great-grandfather, and not to try to change the way in
which he produces. Now, the effects of this is in all so-
cieties which are fixed-mode societies, lead to the de-
struction of the society by itself, simply by continuing
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A case of stupidity
among foday’s
environmentalists,
who promote solar
power and are
hysterical about
nuclear: “If you
measure power in
calories, you'’re an
idiot.”

e
Clipart.com

Solar power is no solution to the need
Jor more power for a growing world.
Cover farmland with solar reactors and
windmills, and youw’ll create a desert.

i

The Idaho National Laboratory’s design for its Next Generation Nuclear
Plant. Irwould use a high-temperature gas-cooled nuclear reactor (left)

to exist. All societies which are successful, take natural
resources and increase the power of natural resources
by these kinds of methods called discoveries, which re-
flect the same kind of principle which Kepler recog-
nized in the organization of the Solar System, or that
Einstein and others recognized in terms of the way the
world is organized.

The Factor of Creativity

S0, the problem with economists, generally, is they
don’t look at this factor of creativity. They call all kinds
of things creativity, including the ability to masturbate
in new ways—but that’s not creativity. which is the dis-
covery and use of newly discovered principles
which increase man’s power in and over the uni-
verse, and the organization of these discoveries
in the form of production or other relevant ways
to increase the power of man to exist, and to exist
in a better way. So therefore, economy is not to
be studied, first of all, as financial economy or
monetary economy, but to be examined as a
physical process, a physical scientific process,
with attention to things like life, as in the case of
Vernadsky's work, on life and on the idea of the
Nodsphere.

So, you're looking for the principle of change,
which distinguishes, on the one hand, living
processes from non-living ones, and human pro-

to produce the power for process heut applications (right), including the  cesses, which are distinguished advantageously

production of hydrogen for automobiles of the future.

- Sunlight activates the chlorophyll in plant life, increasing man’s power in and over
the universe, whereas using the same number of calories for a solar reactor, is a

waste of time. Shown, a lush field of lettuce in California.
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from non-human living processes. And
this is expressed by invention, by pro-
duction, and also by the development of
an appropriately improved infrastruc-
ture, such as an increase of nuclear
power; and the greater the nuclear power
in terms of per-square-centimenter
power, the greater your productivity.

So therefore, if [ go into India, and I
find an Indian farmer who is what he is
in his skill, and 1 bring in the factor of
nuclear power in the form of enhanced
water resources, freshwater resources,
which you can only make efficiently
from nuclear reactors, as with say the
thorium-cycle reactor which is appro-
priate for the coast of India, then you
have increased the productive power of
labor of that farmer, without changing
the way he produces, because you have

Gary Kramer
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changed the conditions under which he produces, and
therefore increased his productivity. So, all economy is
based on that.

The problem we have, for example, is under the
former director of our monetary system, the Federal
Reserve system, [Alan Greenspan], who was an idiot
and his idiocy has dominated the interpretation of what
productivity is in the United States today. Forget
Greenspan. Get rid of him, He’s gone. Get rid of what
he did. Therefore, we have to have a system which func-
tions not on the basis of counting dollars, or counting
‘marbles, but by counting the increase in the level of
producitivity per capita and per square kilometer of the
United States, and of other countries. This means in-
vestment, capital-intensive investment, in technologies
and in modes of production which multiply the effec-
tive productivity of the working individual or the pro-
ducing individual.

Therefore, if you want an economy which is going
to grow, you have to have capital-intensive investment.
Because to build a nuclear power plant, that costs a bit
of money. It wears out over, say, 40 or 50 years, if you
maintain it properly. Say a 40-year investment. It's a
capital investment, and the importance of the capital in-
vestment is not the size of the investment in money. The
importance of the capital investment is the amount of
the increased yield per moment of action that you get as
a result of that power, at that intensity. It’s just simply a
matter of physical science. Youraise the level of energy-
flux density of any process, you raise the potential pro-
ductivity of that process. And you simply have to know
enough science, enough physical science and other
things, to know how to make that work. That simple.

So therefore, what we need is capital-intensive,
long-term investments, concentrating first of all on the
basic economic infrastructure. First of all: water, power,
mass transportation, and so forth. Make these more ef-
ficient. Therefore, even simple labor will be increased

" in its productivity, because you have created the envi-

ronmental preconditions for enhancing the effective
power of that act of production. And that’s the point.
So, for me, it was simple to forecast. My forecast
cycles always worked in these ways. The condition I
was forecasting about was different. The auto industry
forecast I did back in the 1950s, which was unique, was
very simple for me. I was simply doing consulting in
this area, knew a number of these auto industries, knew
how the thing was rigged, and I said-—along with other

industries, which were doing something similar—this
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is finished. It’s gone. When I find that somebody has a
vehicle which has a 24-month useful life, and it’s sold
on the basis of 36 months, with a giant balloon note in
the 36th month, and I find that not just the auto industry
is being run that way, but many other industries are
being run that way, I can look at the capital factors and
tell you at the point, this is going to blow out. It's that
simple. And it’s that kind of consideration, to give a
simple illustration, which I used. It's always the same.

We kept coming back to one condition under
Truman, we got to another condition, which is the Viet-
nam War condition—under the Vietnam War condi-
tions, we were destroying the economy. And we were
going to destroy the economy once the policy of Wall
Street and London was introduced, the policy against
which Kennedy fought in the steel negotiation issue.
Once Kennedy's policy was eliminated, the United
States was going to go the way these guys were going to
send ’em, and it went that way. By 1968, it was going
that way. In 1961, they blew it. The same thing hap-
pened in the 1970s. They blew it again: the Trilateral
Commission. The Trilateral Commission did the great-
est amount of destruction to the United States economy,
in terms of rate, of any time in its modern history. Until
we got to George Bush, George Bush I, the Emperor
George Bush I, and he did a good job in this.

And then you had the effect of the green revolution,
in effect, the anti-industrial, the anti-nuciear, all this
kind of thing. And again, what we were counting upon
as production was fake. The ratio between the cost of
production to the U.S. population as a whole, and the
benefits of production, was such that we were losing.

And what happened then, is Greenspan came in, and
Greenspan said this doesn’t work. (This is after the Oc-
tober 1987 crash, Tt didn’t work. Well, I forecast that
one.) And what he did is, he went to financial deriva-
tives, self-inflating fake money. And the world econ-

‘omy now is sitting under the weight of $1.4 quadrillion

of absolutely fake money, and under the present condi-
tions, that fake money is growing, like a cancer, while
the world economy, in terms of employment and pro-
duction and goods produced, is shrinking.

So therefore, what you have to dois you have to take
the cancer and you have to excise it! The entire finan-
cial derivatives bubble created by Alan Greenspan has
to be taken out in the backyard and shot! And then
buried! That’s the solution.

So, there was nothing mysterious about this, be-
cause if you think about how these curves function, it
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Derivatives: LaRouche Knew

The history of derivatives trading dates back to the
1920s, when farmers spoke out against the deleterious
effects of trading in “‘options” in agricultural commod-
ities. The practice was banned in 1936, during the
Franklin Roosevelt Administration. Then in January
1983, President Ronald Reagan signed the 1982 Fu-
tures Trading Act, officially lifting the ban. Derivatives
trading began, taking off after Alan Greenspan became
chairman of the Federal Reserve.

Lyndon LaRouche warned, again and again, of the
danger derivatives represented, including publishing
a mass pamphlet in July 1993. On Sept. 8, 1993, EIR
economist John Hoefle testified before a House Bank-
ing Committee hearing on NAFTA, at the invitation
of chairman Henry Gonzalez (D-Tex.).

Wendy Lee Gramm, chairwoman of the Commod-
ity Futures Trading Commission, and wife of then-Sen.
Phil Gramm (R-Tex.), exempted derivatives from regu-
latory procedures. On Sept. 8, 1993, the Wall Street
Journal published her article “In Defense of Deriva-
tives,” complaining that derivatives have been unfairly
“characterized as purely speculative instruments™ that
“pose grave risks with potentially dire consequences for
the whole financial system.” “Most important,” she

g wrote, “if another major
defanlt or market shock
occurs, we must all resist
the urge to find scape-
goats, or to over-regu-
late what we just do not
understand.”

At a Rome confer-
ence in December

L DL 1995, LaRouche first
Nobel Prize winner and shyster e s
presented his “Triple

economist Myron Scholes. "
Curve” sche-
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EIRNS/Stuart Lewis
Lyndon LaRouche speaks on
the danger of a financial-
economic meltdown in 1998,
with his “Triple Curve”
diagram on the screen.

A pamphlet issued by the
LaRouche movement’s
newspaper The New
Federalist, July 1993.

The late Rep. Henry Gonzalez (left), chairman of the
House Banking, Finance, and Urban Affairs
Commiitee, invited EIR economist John Hoefle (right)
to testify on the derivatives danger in 1993. “I've
been reading Mr. Hoefle s articles for nwo and one-
half vears,” Gonzalez said. “He gets information |
have been unable to get.”

are characteristic of the process of monetary and fi-
nancial disintegration of the world economy.”

In 1997, Myron Scholes was awarded the Nobel
Prize in Economic Sciences, as one of the authors of
the Black-Scholes equation, for “a new method to
determine the value of derivatives.” He had been one
of the co-founders of the LTCM hedge fund, a deriva
tives trader, which then failed spectacularly in 1998,
with $4.6 billion in losses.
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simply was to me—I had a Vati-
can conference 1 attended, the
way it happened, and it was on
health care. So, I submitted a
report to the Vatican on my par-
ticipation in that conference,
and later, in the following
months, I was running for Pres-
ident, so I just published this
Triple Curve on that basis. All it
was, was a description of what [
know about the way the system
is working, and the way the
systemn has worked ever since 1
first got into the business back
in 1953, as a successful student
of the work of Bernhard Rie-
mann on the principle of cre-
ativity.

Put the Fed into Bankruptcy Reorganization

Freeman: The next question is similarly from the
economic advisory group. It’s a simpler question. They
say, “Mr. LaRouche, whenever a discussion of the Fed-
eral Reserve takes place, there’s a very vocal group that
asserts that the Federal Reserve is unconstitutional. . ..
We do not wish to address that question. However, both
former Federal Reserve chairman Paul Volcker and
Treasury Secretary designate Geithner have indicated
that the current manner in which the Fed has been oper-
ating is way outside its charter. With that said, what, in
your mind, is actually the proper role of the Federal Re-~
serve in this current situation?”

LaRouche: It’s to be gobbled up, and eaten by a
higher species! That higher species should be a Na-
tional Bank.

All right, fivst of all, the Federal Reserve system is
bankrupt. I think no sane person who's familiar with the
facts would disagree with that. So therefore, what we

~-have to do, is the President of the United States has to

himself, in a sense probably has to give an Executive
Order, saying to the effect, that his finding is that the
system is bankrupt, and therefore it must be placed now

"in receivership. That it will continiue to function under

Federal supervision of the Executive branch. Tn other
words, assimilate the authority, take away the indepen-
dence of the Fed, all semblance of independence of the
Fed, and by putting it into bankrupcy, assimilate it into
the authority of the Executive branch, directly, as a part
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of the Executive branch, as an agency of the Executive
branch.

Now, we want to move that around, so the way the
Executive gets rid of it, is by going to the method pro-
posed by Alexander Hamilton: Create a National Bank.
what you want to do is this: First of all, go back to this
chartered bank system. We want only essentially char-
tered banks involved with deposits which involve firms
and regular borrowers and lenders. We want to secure,
above all, the public, the saver, and the person who’s
depositing—as a manufacturing firm or something
else—who’s depositing their proceeds in this thing,
they have to have protection. The individual saver has
to have protection. So the Federal government must
protect them, or the state government must protect them
with Federal backing.

So fine, we want to separate them. We want {o take
all this other stuff, and we call it trash. They call it a
“bad bank.” I call it big bunk. Take all this trash and
don’t pay a nickel for it. Just put it in the waste deposit
for further disposition. But, in the meantime, what you
must do is you must free the essential part of the econ-
omy to continue functioning, including the essential
banking function. Now, what 1 had proposed back on
July 25, 2007, was to put this Homeowners and Bank
Protection Act in place, and that would have meant that
we would have protected the chartered banking system
entirely from the effect of this, and we wouldn’t have
this problem.

What happened is that {Rep.] Barney Frank, of
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Barnum & Bailey, engaged in a swindle which he was
instructed to carry out, to prevent—as ordered by
[House Speaker Nancy] Pelosi—to prevent protection
from being given to the chartered banks. In other words,
Mrs. Pelosi was acting as a swindler in preventing
something, doing harm to the vital interests of this
nation and its people, by taking away the protection
which their regular banks, chartered banks, require, and
opening the gates for the swindlers of the world to come
in and steal and steal and steal and steal. The United
States government is not Las Vegas, and should not be
Las Vegas.

So, that’s where the problem came in, that we didn’t
do that. So now we have to reverse the effect of what

Barney & Bailey Frank did, we have to separate—be-
ccause the chartered banks have been cluttered up with

this filih, this garbage. Carry out the garbage!! Go into
the bank, and say this fits the quality of a chartered bank
account. Protection! But this does not. No protection!
You go without a condom. Then you’ve got to clean this
mess up.

But don’t go with these other half-way measures.
You have to take a ruthless attitude. The American citi-
zen has to have a clear understanding. The American
citizen needs Presidential action. When the President
has to act, the citizen has to understand clearly what the
President is doing, and why he’s doing it. No mishmash.
Come straight to the point. This is theft. We don’t allow
thievery to invade your pantry. We're taking this use-
less garbage. We're putting it over here: That's the gar-
bage pail. Don’t call it a bad bank, call it a garbage pail!
This is something in the bank which qualifies at a char-
tered banking account. This is protected. So essentially,
you use bankruptcy proceeding. By putting the system
through bankruptcy, the Federal Reserve system
through bankruptcy, you sort out the garbage from the
valid accounts. The valid stuff must go forward, as if
nothing had happened. Just as it was suppposed to go
normally.

Now, the Federal government can now come up
with money for bailout, but not for this garbage. Money
in order to promote the recovery of production and em-
ployment, both foreign and domestic.

And what we have to do is create a system of Na-
tional Banking through which private chartered banks
of the United States, on the Federal or state level, are
able to have a vehicle under the protection of the Fed-
eral govenrment in dealing with domestic and foreign
accounts in the way that Alexander Hamilton pre-
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scribed. And do this in memory of the great 1837 Panic
which was caused by Andrew Jackson in overturning
the National Bank.

The Homeowners and Bank Protection Act

Freeman: The next question comes from the chief
of staff of one of the Senate offices, who is tasked with
dealing with questions around the TARP funds. He
says, “Mr. LaRouche, as you know, former Federal Re-
serve chairman Paul Volcker, speaking on behalf of a
group that includes Secretary of the Treasury Geithner,
Larry Summers, and a host of others who now have of-
ficial positions in the Obama Administration, issued a
strong recommendation for a return to the Glass-Stea-
gall framework, along with other strong regulatory
measures. But, Mr. Volcker also indicated that for these
measures to work, other issues would have to be ad-
dressed first. Specifically, the fact that in the absence of
regulatory control, the banking system is drowning in
toxic paper, and all U.S. banks are essentially bank-
rupt.

“Yesterday, Geithner made two tentative proposals
to the Senate. One was to take all of the toxic paper and
to place it in one place. This is not the Bad Bank pro-
posal. He said that, in public-health terms, it would es-
sentially be placed in quarantine, so that we could begin
to work with what is otherwise salvageable.

“Geithner also indicated that the Administration’s
view is that they want the second half of the TARP funds
to be released, and to be used not to bail out the banks
per se, but that the banks would function essentially as
clearing centers for the disbursement of funds directly to
the people who are hardest hit by the credit crunch,
namely homeowners, smali businessmen, farmers, and
others, whose access to credit has been largely cut off in
the midst of the current crisis. This would clearly serve
as a major injection of relief, delivered directly to those
Americans being strangled by the cutoff of credit. Al-
though I understand these measures fall short of what
you’ve proposed, they’ve already provoked howls of
protest from the world’s financial capitals.”

That’s true. They called Geithner the anti-Christ
yesterday!

“QOur view is, however, that such measures could be
taken almost immediately, and that they would go a
very long way to providing the new Administration
with the kind of support and goodwill from the majority
of Americans that would then allow the Administration
to move forward with what are deeper and probably
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e city of St.
many state legislatures and city governmenis that endorsed
rescolutions calling for Congress to implement a version of
LaRouche’s proposed Homeowners and Bank Protection Act.

more controversial restructuring measures. Could you
please comment on this?”

LaRouche: Well, you have to remember that back
in 2007, I proposed all the remedies that are required.
And what I proposed then is better than what’s being
proposed now. The Homeowners and Bank Protection
Act, which secured a tremendous amount of support on
the state and local levels in the United States, still pro-
vides for this. You don’t need to mix this thing up. You
provide the Homeowners and Bank Protection Act be-
canse that’s a very separate question, including the
question of whether fraud was committed in creating
some of these mortgages, or whether they were over-
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uis issued this proclamation in January 2008, one of

priced or whether they should be reduced, and so
forth, in what form, for the homeowners. Becanse
remember, a lot of these mortgages were swindles,
and today, the value of the property which is mort-
gaged is vastly below the mortgage. So therefore,
separate the homeowner mortgages from the other
questions.

If you don’t like that, blame Alan Greenspan.
He created the mess,

All right. Then go to the bankers as a separate
issue. In other words, you provide protection for
the banks and the homeowners on the one side,
against foreclosure action, and on the other side,
you then protect the banks to be able to continue to
issue and honor loans. And instead of having the
money disbursed like a one-time pass-out—it’s all
right to have a level of what you intend to bail out—
but I would put that two ways: First of all, enact the
Homeowners and Bank Protection Act. Simple.
Then, go to the fact that that Act was proposed
before the crime had been committed, and the crime
was committed with the Barney & Bailout thing.

Convene a New Pecora Commission

So, then go to the bank question. What we want
to do, on the turn of a dime, is have, on one day, the
garbage is now declared out of the system. It’s in a
depository which is not going to be argued any-
more. We're going to take what is valid in the bank-
ing system—that is, what corresponds to a char-
tered bank—and go straightforward with this thing.
Don’t go with this mismash, maybe this or that—
straight. You had a bank, which under the previous
Administration, there is a question as to whether
there was something criminal, or tantamount {o
criminal, in the way the Bush Administration han-
dled this thing in 2007-2003.

Did the Bush Administration commit crimes? Are
you going to compound this mess of crime before the
question of whether the crime was committed or not is
settled? Maybe the President committted a crime, com-
mitted a fraud against the people. Maybe his officials
assisted a fraud against the people, against the United
States. I think they did. I think after a Pecora-type in-
vestigation, the American people would think so.

So let’s get the Pecora Commission process started.
Let’s settle the thing and put this thing in one compart-
ment. If it qualifies as what had been a chartered bank
consideration, under Glass-Steagall, then it goes in one
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New York Times

Historian Ron Chernow’s Jan. 16, 2009 New York Times
article picked up on LaRouche’s call (first issued in September
2008) for a new Pecora Commission to investigate Wall Street’s
crimes, In 1932-33, Ferdinand Pecora, chief counsel of the
Senate committee investigating the causes of the 1929 Crash,
put the House of Morgan and other top bankers in the dock, He
later wrote: “Undoubtedly, this small group of highly placed
Sfinanciers, controlling the very springs of economic activity,
holds more real power than any similar group in the United
States.”

category, and the bank goes back and starts functioning
again in that department, as before. Credit can be sup-
plied by the Federal government to these banks,
through—not the Federal Reserve system right now, be-
cause the Federal Reserve system is not trustworthy; it’s
also bankrupt—therefore we have to go through a facil-
ity, by putting the Federal Reserve in bankruptcy. If we
don’t put it in bankruptcy, how are we going to do it?
And then you have to think of where you're going to
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move this whole operation. You’re going to move to what
Hamilton conceived as National Banking. And you're
going to take Andy Jackson, and say, “Andy Jackson,
you may be a good Democrat, but you’re a lousy Ameri-
can. Because what you did in repealing Hamilton’s
design was to set us up for the 1837 Panic, and vor in a
sense are setting us up for something like the 1837 Panic
all over again, which almost destroyed the entire finan-
cial banking system of the United States.”

SoIthink, go the other way. Put the Federal Reserve
system into bankruptcy. It is bankrupt. Separate what
we used to consider the chartered bank accounts from
the crazy stuff, put the crazy stuff in a completely dif-
ferent department, sort it out, and see if there’s some-
thing in the garbage you want to save, but put in a com-
pletely different category. Get it out of there. Reverse
the bailout, because the bailout was a swindle against
the American people, and I'm sure that a new Pecora
Commission would have that finding. I have already
made that finding, if anybody needed help on that. Pro-
ceed in that direction. _

Don’t try to compromise language extremely. It just
makes things more complicated. You know, don’t cut
half the head off with the guillotine.

A Four Power Agreement

Freeman: This is a question that was submitted by
an economist who is tasked with advising the State
Council of China, and he says, “Mr. LaRouche, the
trouble to the world economy has been caused mainly
by powerful financial interest groups on Wall Street.
Within the confines of the U.S. system, how can these
groups be constrained, and do they have to be in order
to rescue the current economy?”

LaRouche: Well, again, on the same thing, 1 think
you know we can extend the idea of the Pecora Com-
mission to the claims and grievances of China. Why
not? They belong there, don’t they? In the meantime,
again, this is my reason on this proposal of the Four
Power Agreement. We four nations, as an initiating
group of nations—not four exclusive nations, but four
nations which are called together to initiate a general
reform for the benefit of humanity—Russia, China, and
India, with groups of nations associated with them in

-this effort—and we have to put the world through reor-

ganization, financial and related reorganization, with a
view to launching a general recovery which ensures the
security of humanity. For example, if China were to dis-
integrate, would that have an effect on the security of
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humanity? China must not disintegrate, and China is
being threatened in a way which borders on that. There-
fore, the United States has a vital security interest in the
security of China, and this is a part of the problem which
threatens the security of China. Therefore, the United
States, as a friendly nation, is vitally concerned with the
security of China, to make sure that China is able to
function as it should, as quickly as possible, without
any further threat.

If we have an extended Pecora Commission—which
is what we require obviously, because the amount of
filth and lies and thievery that’s been going on recently
under the Bush Administration is beyond belief, particu-
larly the last year of the Bush Administration, the first
step is to simply have a gesture from the United States,
from the President of the United States to the govern-
ment of China, that the United States is expressing its
concern for the welfare of China in this matter. That
statement of concern can then become operational in
various ways. It can lead to practical discussion of ways
and means by which China and the United States and
other nations can cooperate to prevent this crisis from
running out of control. That's the case in which you
don’t necessarily want to have a specific proposal, be-
cause you want to minimize the kinds of specifical pro-
posals which you make as formal proposals to other
countries. In some cases, you have to make a proposal
that’s formal and specific. In some cases, you don’i. In
some cases, you simply have to say that we’re opening
the doors for a discussion of measures of common good-
will. Let’s have the discussion, But, in this case, I think
it’s a borderline case. We have to express that concern.

You know, there’s a lot on the plate of this newly
installed President, of that nature, and he requires advi-
sors who’ll just step in on his behalf, and according to
his will, and express these concerns. Because nations
will, with reasonable patience, accept promises from
this Administration. If it is in some cases doing the work
that it promised to do, then that’s reason for them to be-
lieve they should have confidence in what it will do, in
addition to what it’s already done. So the quicker the
President gets on to the major things which are of im-
portance to his administration now, immediately, the
more patience he will get from other countries to wait
and consult with him on negotiating other things.

Recall the Governor of California!
Freeman: We have a pile of questions that I'm not
going to be able to get to, that came in from legislators
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across the United States. These are legislators from
California, from Michigan, from Florida, from Nevada,
from West Virginia, from Kentucky. In just about every
case, one of the things that they do always express is,
first of all, the fact that they had worked during the
course of the last two years for the HBPA, and that they
intend to continue to work for that measure [see Appen-
dix]. They also invariably have lent their endorsement
to Lyn’s call for a new Pecora Commission.

But they also are all addressing the problem of state
budgets in extreme distress. Lyn, because California is
the biggest problem, in this regard, I'll read you just one
question along these lines, and you can either answer it
specifically or generally, as you wish. It is from a
member of the California legislature, and he says, “1
think I know what you're going to say, but { want to
hear you say it. Is theré anything that can be done about
these ballooning deficits in state governments? While
most states are ruaning deficits, California has by far
the biggest problem. It’s now estimated at a $42 billion

- shortfall. The governor insists that this must be covered

by budget cuts and disguised tax increases, and that
nothing else can be discussed until this is resolved.
Meanwhile, desperate members of the legislature are
now appealing to President Obama for a bailout of the
magnitude of that offered Citibank. The problem is that
the state will run out of cash reserves by next week.
What can we do?”

LaRouche: Well, I think we need a California
Recall commission. I think that the popularity of the
governor [Amold Schwarzenegger] is at a low point
about this time. Obviously, we have to have-—espe-
cially between the Federal Executive and relevant
people in California—there has to be a discussion. Now,
I'don’t know how Mrs. Pelosi is going to treat this thing,
because she’s been one of the major problems in this.
and she’s said to be from California, although I under-
stand she’s actually from Maryland. Or maybe from
some other place called Hunger.

But there should be a negotiation on this, right away.
This is an emergency, there’s no question about it. But,
vnfortunately, the governor himself is the emergency. I
mean, the guy has a pedigree from Austria, which is not
exactly the most reassuring, shall we say. His father
was a leading Nazi offictal—and he’s acting like one in
California, so I don’t think that we can be soft on that.
No, there has to be, there obviously has to be an action
and it has to come largely from Washington, from the
Executive branch.
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You see, one thing you can do—vyou see, a President
can encourage people to do something, even if he can’t
do it himself. He says, “You do it, and I'll back you up,
I’ll support you.” And I think this is one of those cases.
We can not have California sliding off like the fault into

the Pacific Ocean. We can throw the governor into the

ocean, if the fish don’t object too much. Obviously, I'm
very serious about that. We have to do something, and
the point is, is to make it clear that we intend to do some-
thing. And I think also a number of measures simultane-
ously unleashed, sach as an immediate recall motion for
the governor, that is a minimum thing that has to be
started. And then, gestures of goodwill, and then, also an
alternative, and to put the state into bankruptcy, bank-
ruptcy protection, and maybe Federal bankrupicy pro-
tection, Federal receivership, if necessary. And that
would do it. Put it in receivership, put the governor in
recall, and get some credit in there for, worthwhile
credit, because $42 billion is not that big when you con-
sider what happened in Wall Street recently.

So to bail out a whole state is worthwhile, if that’s
going to stabilize the situation for the nation. And a
combination of such measures, an array of such mea-
sures—you know, open up with a battery of artillery fire
and see what that does.

“The Party’s Over’

Freeman: I'm going to read a short statement that
came in from Assemblyman Jerry Claborn from the
Nevada State Legislature, just because it captures state-
ments that we’ve gotten in from so many others. He
says, “Mr. LaRouche, my question is more in the form
of a statement. I wanted to say that I wholeheartedly
support your call for convening new Pecora hearings. It
is long overdue. The party’s over. The public are dead
set against the banks, and hopefully will not stand for
any more bailouts. We’ve had enough. The well is dry.
These bankers should be put on trial, The evidence is
right there in front of us. Look at the shape of the nation.
We are a wreck. They, the Madoffs, the Soroses, and
others, have killed the American Dream. That is all the
proof we need. Only an animal would so what the Wall
Street boys have done. Theyre like Jesse James or John
Dillinger, without guns. March them off to jail, just as
you said. I’ve been a union organizer for over 25 years,
and now I serve in the State Legislature. I built bridges
and power plants, and now these guys are tearing ev-
erything down. I support your call for Pecora hearings
in the Congress. I know that many of my colleagues do
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as well. The only question is, what are we waiting
for?”

The President Needs Our Support

And then the final question comes from one of the
people who is coordinating the transition. And he says:
“Mr. LaRouche, over these last months, you’ve been ex-
tremely generous in providing not only the context in
which this new Administration must consider its policy,
but you’ve shared detailed analysis and specific policy
initiatives. Your input has been invaluable, and we’d like
you to know that it has been greatly appreciated. If, this
very afternoon, you had a few momenits to give advice
directly to the President, what would you say to him?”

LaRouche: Well, I would say the things I've said
today, above all. This is a time—I know the feeling of
this kind of situation. I understand the sitaation he’s in,
probably in some ways, better than he does, being older
and having lived through this world longer, and proba-
bly having more influence on me, from various parts of
the world, that I can feel strongly the effect in various
parts of the world of what the world has been subjected
to, under the U.S. toleration of the British Empire. And
that’s the best way to put it.

That the President has been given, as I believe others
would assure him, he has been given a moment as Pres-
ident, where his popularity is at the very height, proba-
bly the highest it will ever be, because there are fric-
tional things in being President which tend to tear down
some of your popularity around the edges, on one griev-
ance or another, or one issue or another. And this is the
time to make a couple of decisions which are crucial,
and I think they have to be made up front.

First, we have to deal ruthlessly and decisively with
this world monetary-finangial economic crisis. We have
to establish, again, the position of the United States in
the specific tradition of President Franklin Roosevelt,
to act as Roosevelt would have done, had he lived
beyond the time of his death into the conclusion of the
war which he led in winning.

And I think, at this point, President Obama has in-
herited that legacy from the deceased Franklin Roos-
evelt, to pick up the world from a period of decline and
despair, by taking a decisive action, which, above all
other things, establishes the United States in the opin-
ion of leaders of the world, as being the leader of na-
tions out of the darkness through which we have lived
in recent times up to this point.

I think that the general economic reform, including
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that of cooperation extended toward Russia, China,
and India, is crucial. But to make that work, we must
first make a sweeping reform in the U.S. credit sys-
temn. We must establish, as Roosevelt intended, a fixed-
exchange-rate system of credit, not a monetary system,
but a credit system, among a number of leading nations
of the world, including our own United States, Russia,
China, and India. And around this group of leading na-
tions, to lead the world into a general economic reform,
with the kind of objectives which I’ve referred to today.
We have to take mankind out of this abyss, this abyss
which we’ ve been sliding into more and more and more,
since Franklin Roosevelt died, and especially since
1967-1968.

~ We’ve got to get back, and we’ve got to recognize
also in our actions, that the United States, whether some

people like to hear it or not, the United States is the
greatest nation which has ever existed. Not because of
something magical about it, but because we are the rep-
resentatives of what we call the melting pot nation, of
the hopes of the people of the world. We were what they
hoped would become their destiny. That what we would
achieve would become available to them, for their ben-
efit. And the President of the United States, I think,
must express that in practical ways, as well as in voice,
to the world as a whole. He must be again seen, as we
saw President Franklin Roosevelt during World War 1T,
as a man who took a leading position in a leading nation
in saving the world from Hell. And certainly President
Obama is faced with a challenge of approximately that
magnitude, and I think he needs all the support he can
get on that account.

APPENDIX |
The Homeowners and Bank
Protection Act of 2008

Here are essential points of LaRouche’s HBPA, as
updated on Sept. 30, 2008. For the full text, see www.
larouchepac.com.

Whereas, the present financial crisis now threatens
cach and every U.S. bank and all related banks, and
all individuals and institutions associated with those
banks. ...

Whereas, this financial crisis has already wiped
out both state and federally chartered banks, elimi-
nating both personal savings, and the states’ and mu-
nicipalities’ access to funds, and there are currently
no measures in place to prevent the accelerated col-
lapse of the monetary financial system from plunging
civilization into a prolonged new Dark Age....

This act includes the following provisions:

1. Congress must establish a Federal agency to
place the Federal and state chartered banks under
protection, freezing all existing home mortgages for
a period of how ever many months or years are re-
quired to adjust the values to fair prices, and restruc-
ture existing mortgages at appropriate interest rates.
Further, this action would also write off all of the

speculative debt obligations of mortgage-backed se-
curities, derivatives and other forms of Ponzi Schemes
that have brought the banking system to the point of
bankruptcy.

2. During the transitional period, all foreclosures
shall be frozen, allowing American families to retain
their homes. Monthly payments, the equivalent of
rental payments, shall be made to designated banks,
which can use the funds as collateral for normat lend-
ing practices, thus recapitalizing the banking sys-
tems. These affordable monthly payments will be
factored into new mortgages, reflecting the deflaling
of the housing bubble, and the establishment of ap-
propriate property valuations, and reduced fixed
mortgage interest rates. This shakeout will take sev-
eral years to achieve.

In the interim period no homeowner shall be
evicted from his or her property, and the Federal and
state chartered banks shall be protected, so they can
resume their traditional functions, serving local com-
munities, and facilitating credit for investment in
productive industries, agriculture, infrastructure,
etc.

3. State governors shall assume the administra-
tive responsibilities for implementing the program,
including the rental assessments to designated banks,
with the Federal government providing the necessary
credits and guarantees to assure the successful transi-
tion. ...
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