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Asia Can Be the
Motor of Economic
Recovery for Europe

by Jonathan Tennenbaum

This study is reprinted from the Special Report of EIR NachrichtenageTiter,
L autenbach Plan and Eurasian Devel opment: Measures To OvercomeMassUnem-
ployment, published in German in May 2003.

Introduction

Thesustained, rapid growth of Chinaand some other Asian countries, hasbeen
one of the few pieces of actual good news in the world economy over the last
two years. Not only has China, with its population of nearly 1.3 billion people,
maintained a 7-8% growth rate in spite of agloba economic downturn, but China
is “preprogramming” that growth far into the future, by a policy of productive
credit-generation and the channeling hundreds of billions of dollars of new invest-
ment every year into large-scal e infrastructure projectsthroughout the country (see
“China s New Dedl Isthe Engine of Asia’s Growth,” EIR, April 25).

China’s industrialization has made it the world's largest single market for
machine tools and other industrial equipment, with machine-tool orders to Ger-
many jumping upward by over 50% in the single year 2002! The Chinese boom is
spreading to much of Southeast Asia, which is emerging from the crisis of 1997-
98 into anew period of rapid development. Meanwhile, India, with over 1 billion
population, the second giant of Asia, maintains a steady growth—somewhat
slower, but no less ambitious than its Chinese neighbor.

This suggests aquestion of greatest importance to the future of Europe and the
world as a whole: Could the economic development process, now occurring in
Chinaand its neighborsin Southeast and Southern Asia—together accounting for
over half theworld’ spopul ation—offset the effectsof theprofound economiccrisis
gripping most of the rest of the world? Could Asid s growth prevent a full-scale
“Great Depression” from taking hold of the global economy, and provide a way
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Construction of a new railway
bridge on the Eurasian Land-
Bridge rail line from
Lianyungang on China’s East
Coast. China’s extremely rapid
international construction and

out for Germany and other export-oriented nationsin Europe?

Our answer, developed here, isaresounding “Yes!” We
shall document the gigantic growth potential of Asia, unprec-
edented in history, and show how this can be harnessed to
revive the industrial economies of Europe, securing a
sustained period of prosperity and full employment for the
coming several decades.

This aternative to athreatened depression will not come
about spontaneously, however. To actualy realizethe needed
“locomotive’ potential of Asian development for Europe, re-

industrial growth will nottake
jobs from European nations;
once-poor nations like Japan
and South Korea, the more
industrialized they became,
continuallyincreased their per-
capitaimports from European
countries. The key is to restore
an international system of
long-term, low-interest trade
credits and fixed currency
values.

considered, long-term strategy, the KfW both actively pro-
moted real economicgrowthin partner nationsof thedevel op-
ing sector, and at the sametimeestablished long-term markets
for German investment in goods-exporting industries in
those countries.

During the same period, Italy and other European coun-
tries, aswell asthe United Statesitself, had devel oped parallel
approaches to a devel opment partnership with nations of the
Third World. For reasons we shall briefly summarize below,
this development partnership was essentially aborted, from

quires urgent changes in economic and financial policies.thelate 1970s on—with devastating |ong-term consegquences

Above adl, it is necessary to go beyond the purely “market-
oriented” thinking that hasdominated company strategiesand
government policies more and more over the last 20 years,
to establish a long-term “Eurasian Development Plan.” By
“plan,” we do not mean something out of the museum of the
socialist command economy, but rather, an ongoing process
of deliberation and coordinated action among relevant Euro-
pean and Asian governments, with participation of private
industry and banking, around the policies we shall present
here.

This means going back, in many ways, to the kinds of
economic thinking and methods, which predominated in the
postwar period of reconstruction of Western Europe, and the
1950s-to-mid-1970s period of technology-sharing with de-
vel oping nations. Exemplary istherol e of the German Kredit-
anstalt fur Wiederaufbau (KfW), both in the postwar recon-
struction of West Germany, and aboveall, infinancingaboom
of German exports to developing countriesin the 1960s and
1970s.

In the latter context, the KfW functioned as a combined
export-credit facilityand development bankupporting ma-
jor infrastructure, agricultural, and industrial projectsin de-
veloping countries around the world. Working closely with
the German government and industry on the basis of awell-
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for both thedevel oping countries, and theindustrial countries.
But now, with the outbreak of full-scale financial and eco-
nomiccrisisinthe United States, Europe, and most other parts
of the world, the unique prospect for recovery through an
Asian-centered development boom gives rise to a qualita-
tively new situation.

The time is now becoming ripe, to revive methods and
approacheswhich have proven their effectivenessin the past,
while adding some essential new features.

How To Launch Recovery

A key instrument for unleashing a Euro-Asian economic
boom, is the creation of an integrated network of transconti-
nental “development corridors’ running North-South and
East-West acrossthe Eurasianland mass, andinvolvinglarge-
scale projects for modern energy, transport, water, and other
basic economic infrastructure. The effects of such compre-
hensive development of infrastructure, will be: 1) to greatly
acceleratetheinternal economic growth of Asia’ sdeveloping
countries, as measured in rates of increase of per-capita con-
sumption; 2) to “bring Asia closer to Europe” in effect, by
drastically reducing the time and relative cost of transport
across Eurasia, through the creation of high-speed, high-effi-
ciency transport corridors; 3) thereby to expand the volume
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of exports of investment goods from Europe to the Asian
countries, at rates of 15-20% or more yearly throughout the
coming two decades.

Thispolicy, developed by Lyndon LaRouche and his col-
laborators and discussed al over the world, has become
known as the “Eurasian Land-Bridge” (see EIR Special Re-
port, The Eurasian Land-Bridge: Locomotive for Worldwide
Economic Development, January 1997). Aswas documented
ina35-pagereport in EIR for Nov. 2, 2001, and in aconfer-
encereport in EIR, April 11, 2003, the Land-Bridge isnot at
al a" paper dream,” but has already begun to beimplemented
in many places, including construction and modernization of
crucid rail linksin the future Eurasian transport system.

What we need now, tolaunch afull-scal eeconomic “take-
off,” isfor some coregroup of nationstoinitiateacorrespond-
ing shift in economic, financial, and credit policy, in the fol-
lowing directions. Firstly, we require, in each of the partici-
pating nations of Europe and Asia, arevival of the methods
of productive credit-generation (so-called “Hamiltonian na
tional banking”) and large-scale state-supported infrastruc-
tureinvestment, exemplified historically by Franklin Roose-
velt’ s 1930s anti-Depression policy in the United States, and
proposed at the same time, but not implemented, as the Lau-
tenbach Plan in Weimar Germany (see EIR, April 18, 2003).
China has been using exactly the same methods to finance
its unprecedented economic expansion (see “China's New
Deal,” EIR, April 25, 2003), providing a new example of the
policy’ s success for the world today.

Secondly, we require new institutional arrangements
among the nations, to provide long-term, low-interest loans
for joint development projects, technol ogy-transfer, and pre-
ferred categories of trade. Here, the 1960s-1970s role of the
Kreditanstalt fir Wiederaufbau provides a useful reference
point, as do other features of the monetary, credit, and trade
arrangements that permitted the postwar reconstruction of
France, Western Germany, and other European nations, as
well assignificant devel opment inmany Third World nations,
after World War 11. However, this time, the rates of govern-
ment-supported investment, trade, and technol ogy-transfer,
to be realized between Europe and Asia, will rapidly reach a
scale orders of magnitude beyond such historical precedents
asthe Marshall Plan or New Deal.

In many cases, thenew credit and trade arrangementswill
be preceded by measures of financial reorganization, includ-
ing the“freezing” or writing-off of large quantities of unpay-
abledebt, and restructuring of bankrupt financial institutions.

The policy directions indicated here are all essentially
contained in Lyndon LaRouche’ s proposal for a“New Bret-
ton Woods’ reform of the world financial system. It is not
necessary to wait, however, for an initiative from the United
States or a full international consensus of states, in order to
set the required Euro-Asian economic boom into maotion. On
the contrary, it will be enough for a core group of European
and Asian nations—such as France, Germany, Russia, China,
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India—to take the initiative. As the process develops, more
and more nations will join it. In many ways, the recent, ex-
traordinary emergence of apolitical coalition among exactly
those nations, around the attempt to stop awar in Iraqg, sets
the stage for launching ajoint economic initiative of the type
we have described.

Theconditionsareindeed ripe, for the coming together of
aset of “cooperation triangles’ that have already established
themselves across Eurasia: the new French-German-Russian
triangle; the “strategic triangle” of Russia-China-India; and
the Northeast Asian triangle of China, Korea, and Japan.

Inthefollowing, weshall first examinethe potential of the
Asian market asamotor for asustained economic recovery in
Europe: from an overall standpoint, and then as exemplified
by several specific areas. Then, wedemonstratethefeasibility
of aEurasian development boom, including the crucial prob-
lem of how to finance the necessary volume of trade and
investment, and the political preconditions.

The Growth Potential of the
Asian Market

The potentia for a sustained economic recovery in the
European Union rests largely on the possibility of greatly
expanding Europe’ s exports of modern investment goods to
developing sector countries. Not only is the industrial loco-
motive of the EU—namely, Germany—an entirely export-
dependent economy, but exports play anincreasingly central
roleforthe EU asawhole. Europeispredestined, for historical
and cultural reasons, to function as a “fountain” of modern
technology for a world economy, whose chief characteristic
istheurgent need to raisetheliving standard and productivity
of themajority of thehuman populationlivingintheso-called
Third World.

Let us take a closer look at the case of Germany, which
will be the main reference-point for a European economic
recovery. At present, Germany isthe number-one exporter of
capital goodsintheworld. Germany’ stotal exports(including
both consumer and capital goods) amounted to 648 hillion
euro in 2002, which correspondsto 33% of the German GDP.
In that year, Germany exported goods in a value of 7,893
euros per capita of the German population. Every fourth job
in German industry depends directly on exports, and the vast
majority are indirectly export-dependent. Over 50% of the
monetary value of Germany’ s exports consists of investment
and producer goods, with emphasis on industrial machinery
and equipment (Table 1). This is especialy true for trade
with nations such as China; here, machines and industrial
equipment make up over 54% of China simports from Ger-
many, while other categories of investment and producer
goods make up an additional 21%.

Generally speaking, the situation of Germany’s export
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TABLE 1
Germany’s Exports by Product Groups
(Billions Deutschemarks)

Commodity 1995 1996 1997 1998
Food and Livestock 30.3 33.3 354 37.8
Liquor and Tobacco 5.0 55 55 5.9
Raw Materials

(Except Food and

Fuels 14.3 13.3 15.6 15.3
Minerals, Fuels,

Lubricants 7.2 10.0 10.4 9.9
Animal/Vegetable Oils,

Fats, Waxes 2.2 1.9 2.3 2.8
Chemical Products 99.5 103 119 125
Processed Goods 123 121 138 146
Machine Tools,

Electronics,

Autos 367 389 446 496
Various Finished

Products 74 79 87.4 95.3
Commercial Processing 27.5 32.9 30.0 20.9
All Products 750 789 887 955
Source: EIRNA.

industry depends directly on thelevel of industrial and infra-
structural investment in the world economy. At present, the
bulk of German exportsgo to the so-called industrial nations:
first and foremost to the EU countries (55%); Eastern Europe
(11%); andthe U.S.A. (10%) (Figurel). Butitisthedevelop-
ing countries, especially the Asian ones, which constitute by
far the biggest potential for expansion over the coming de-
cades. Simple arithmetic shows, in fact, that a sustained eco-
nomic development boom in Asia as a whole, of the sort
that has already begun in China, would totally transform the
economic situation in Germany and Europe asawhole.

What IsAsia?

L et usbriefly remind ourselvesof thegigantic dimensions
of the Asian market: First, we have the booming economy of
China, with nearly 1.3 billion people, plus China s huge, but
thinly populated northern neighbor Mongolia. Second, India
with over 1 billion population, and its South Asian neighbors
Pakistan, Bangladesh, Nepal, and Sri Lanka, constituting an-
other 300 million people. Third, four groups of nations, mak-
ing up altogether ailmost 1 billion people: the* Island Giants”
Indonesiaand Philippines, with 295.4 million popul ation; the
East Asian group of North and South Korea, and Japan, with
194.3 million people; Southeast Asia, including Vietnam,
Cambodia, Laos, Thailand, Maaysia, Singapore, Myanmar,
with 227.9 million population; and South-Central Asia, in-
cluding Turkey, Iran, Irag, Afghanistan, with nearly 180 mil-
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FIGURE 1
German Exports by Country Group,
First Half 2002

(Total Exports 318.3 Billion Euros)
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Source: EIRNA.

lion people. Next, the vast and natural resources-rich, but
relatively thinly populated Central Asian countries of Ka-
zakstan, Turkmenistan, Uzbekistan, Tgjikistan, and
Kyrgyzstan, with atotal of 56 million. Naturally, wemust add
also the Asian part of Russia, the world's largest nation in
area, and a vast repository of natural resources as well as
scientific and technological know-how. Russia extends over
11 time zones, from Europe to the Pacific Coast of Asig;
she constitutes a unique Eurasian nation, and natural bridge
between East and West, with a unique history of interaction
with all the great cultures of Europe and Asia.

Taken together, the population of the Asian continent is
about 3.5 hillion people, of whom over 95% belong to the
developing countries. The latter countries have an enormous
deficit in per-capitaconsumption, compared with Europeand
with developed Asian nations such as Japan. The nominal
GDP per capitain Asian developing nations is typically in
therange of $1,400-4,000 (Bangladesh $1,380, India$1,720,
China $3,600) compared to $12,600 in South Koreaand over
$23,000 in Japan. More significant isthe discrepancy in elec-
tricity consumption: Per-capita electricity consumption in
Asian developing nations is typically in the range of 100-
1,000 kilowatts per hour per capita per year (Bangladesh 113
kwh, India482 kwh, China 1,074 kwh) compared with 5,635
kwh in South Koreaand 7,528 kwh in Japan.

Think of these comparisons, not only asreflecting thelow
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average living standard in the developing nations of Asia
at present, but also as pointing to an absolutely enormous
potential market for the export of investment goods—modern
production technology and modern infrastructure equipment,
which those nations urgently require to raise their overall
productivity and living standards. There isno way today that
Asig, just by itself, could generatethe scale, quality, and vari-
ety of high-technology goods, which the development of its
3.5 billion population now requires. While China and India,
aswell as some of the smaller Asian nations, already possess
significant technological capabilities of their own; and while
Japan and South K orea possess a highly competitive modern
industry; those capabilities still do not match the historically
and culturally grounded depth and innovative potential, ex-
emplified by the industrial Mittelstand (small and medium-
sized firms) in Germany, Italy, and other European nations.
What counts hereis not so much the sheer volume of produc-
tion, but rather the capability for problem-solving, for gener-
ating new solutions—in the form of productive technology
and know-how—for the vast and expanding array of prob-
lems posed by the physical-economic devel opment of Asia.

A Common Objection

Not everyoneagreeswiththethesis, that thefurther devel-
opment of nations like China or India, will lead to a vast
expansion of the markets for, for example, German exports.
Skeptics often object: “By exporting modern technology to
Asian countries, we are digging our own grave. The Chinese
will copy our products, crank up their own production, push
us out of the Chinese market, and finally push us out of the
wholeworldmarket!” Asevidence, they point tothelow labor
costsin China, on the one side, and the flood of cheap goods
Chinaisalready exporting around theworld, by combiningits
cheap labor with modern, high-volume production methods.
They conclude, that China srapidindustrial development will
actually destroy jobs in exporting European nations, rather
than create them.

Such skeptics should be reminded, that similar arguments
have been applied in earlier times, to once-poor nations like
South Korea, or even Japan, that remain major trading part-
ners of Germany today. In spite of their having become able
to produce virtually every category of industrial goods at a
world level, and also to “copy” many products, their imports
from Germany actualy increased, rather than decreased!
Generally speaking, in fact, the more theindustry of anation
devel ops—the more it becomes, in a sense, a competitor—
the more the market for European investment goods grows.
The precondition for this paradoxical effect, of course, isthat
Germany must maintain arelatively highrateof technological
innovation and development in the investment goods area,
aboveall by protecting and cultivating the unique capabilities
of theindustrial Mittelstand.

Important lessons can be learned by comparing Germa-
ny’s exportsto various parts of theworld, not simply in total
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TABLE 2
Nations’ Per-Capita Imports from Germany
(Annual Value in Euros)

Neighboring Countries

France 1,200
Hungary 1,058
Italy 889
Spain 745
Bulgaria 125
Semi-Distant Countries
Saudi Arabia 140
Turkey 91
Russia 23
Distant Countries
U.S.A 250
Canada 169
Malaysia 118
Japan 103
S. Korea 98
Thailand 36
India 3.2

Source: EIRNA.

Why Europe needs* to move Asia closer” by Land-Bridge
construction and devel opment: Exports vary directly with both
higher per-capita income and greater closeness of the potential
importing country.

amounts, but also in terms of the volume of exported goods
per capita of the population of agiven country—plotting this
against per-capita levels of consumption and production in
that country, and against the country’ s economic-geographi-
cal proximity (Table 2). For example: France, Germany’s
number-one trade partner, imports about 1,200 euros of Ger-
man goods yearly, for every man, woman, and child of the
French popul ation. The other EU countriesrange around 750-
2,500 euros per capita per year. The U.S.A., comparable to
France in per-capita income and today a strongly import-
dependent country, but located across the Atlantic Ocean,
imports nearly five times less per capita, or about 250 euros.
China, both poorer and more distant, imports from Germany
only 9.7 eurosper capitaof the Chinese population. Neverthe-
less, with apopulation of nearly 1.3 billion persons, China's
imports from Germany amount to over 12 hillion euros per
year, and arerapidly increasing.

India, the second giant of Asia, has a per-capitaimport of
only 3.2 euros. South Korea, which is about as distant from
Germany as China, but withamuch higher per-capitaincome,
imports ten times as much, or 98 euros per capita. Japan, a
fully developed industrial economy, has about the same per-
capita import from Germany: 103 euros. Bulgaria, much
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poorer than South Korea and Japan but much closer to Ger-
many, imports significantly more, namely 125 euros yearly
per capita.

Evidently, therough order of magnitude of per-capitaim-
portsof agiven country, from Germany, islargely determined
by two parameters:. 1) the overall living standard and level of
economic devel opment of the country; 2) itsrelative proxim-
ity. Were Chinaand India, for example, to develop to alevel
comparableto South Korea or Japan today, we could reason-
ably expect the volume of European exports per capitato rise
toacomparableextent; i.e., by afactor of ten or more. Inview
of the combined population of 2.3 billion, German exportsto
India and China alone would then amount to far more than
Germany exportsto the entire EU today.

If, inaddition, Indiaand Chinacould somehow bebrought
“close” to Europe, by greatly reducing the cost and time of
transport, and improving the degree of economic integration,
then the export market might be increased by as much as
another order of magnitude.

How ToMoveAsiaCloser to Europe

Wehavesingled out two principal methodsfor expanding
export markets in Asia: First, to raise the per-capita living
standards of Asian nations, through sustained, in-depth eco-
nomic devel opment of their economies. Second, tobring Asia
closer to Europe, both economically and in terms of intensity
of cultural-social interaction (“ Dialogueof Cultures’), by cre-
ating anetwork of high-speed, high-efficiency transportation
corridors across Eurasia.

If carried out on a sufficient scale, the Eurasian Land-
Bridgepolicy, referred to above, combinesboth of these* vec-
tors” in apowerful “synergistic” effect: Building up adense
network of infrastructure corridors across Eurasia, including
modern energy, transport, water, communication, and other
basicinfrastructure, isthemost powerful meansbothto accel-
erate the economic development of the Asian nations, and at
the sametimeto bring Europe and Asiatogether into ahighly
efficient, integrated physical-economic system, comprising 4
billion people, or two-thirds of the world population.

The effectiveness of large-scale infrastructure develop-
ment, asa"“locomotive’ for rapid economic growth, hasbeen
proven again and again in history. We need merely cite the
stunning success of Friedrich List’s German railroad system;
the central function of transcontinental rail corridors in the
rise of the United Statesto aleading industrial power during
the second half of the 19th Century; the analogous role of
the Trans-Siberian Railway in the development of Russia;
Franklin Roosevelt’s use of large-scale water projects, rural
electrification, and other infrastructure improvements as a
motor for overcoming the “Great Depression” in the United
States; and most recently, China's use of large-scale state
investment into “megaprojects’ for energy, transport, water,
and other infrastructure to promote a sustained boom in its
domestic economy. Achieving asimilar effect on the scale of
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Eurasia as awhole, poses special challenges, that have been
takenaccount of inLaRouche’ sdesign of the* Eurasian Land-
Bridge” policy.

Firstly, we require advanced transportation and commu-
nications technologies, in order to offset the cost-effect of
large distances separating the population concentrations in
Europe from those in East, Southeast, and Southern Asia. At
present, the great bulk of freight transport between Europe
and Asiais by ship. But with relatively minor improvements
and additions, the existing transcontinental rail lines across
Eurasia can be more effective. Once the link of the Trans-
Siberian Railroad with the Trans-Korean Railway is com-
pleted, for example, shipmentsfrom South Koreato Western
Europewill bereduced in time from, presently, 26 days—by
ship—to eight-nine days over rail, and at the same time, the
transport cost reduced from $1,400/TEU (20-foot Equivalent
Unit) to $600/TEU. The use of satellite tracking and other
technical improvements could speed this up even more.

Theuseof high-speed automated transport systems, based
on novel technol ogies such as electromagnetic (linear motor)
propulsion and magnetic levitation, will one day reduce the
relative economic cost of transport across al of Eurasia, to a
level not much larger than the costsfor transport across West-
ern Europe today.

Secondly, inview of thedifficulties posed by thevast area
of Eurasia, including especially the underdevel oped “ hinter-
lands,” we must concentrate initially on awell-chosen array
of high-density, band-like corridors, of a width of roughly
100 kilometers, centered on high-speed rail connections, and
within which transport, energy, water, and communications
systems are integrated in a highly efficient manner. Those
corridor regions, with their dense infrastructure and efficient
access—Viathe Eurasian Land-Bridge network—to themain
population centers of both Europe and Asia, become ex-
tremely attractive areas for investment into industry, urban
development, services, and a rapidly growing market. Such
corridors achieve many of the economic advantages of cities,
while at the same time being “stretched” lengthwise to cover
large distances.

The Eurasian Land-Bridge corridors envisaged by EIR
(see Figure 2) would encompass about one-quarter of the
total population and 70% of the urban areas of Europe and
Asia—a highly accessible market of 1 billion people. These
and other aspects of the Eurasian Land-Bridge, including
projects aready in progress today, were mapped and dis-
cussed at length in EIR, Nov. 2, 2001, cited above.

Asian ‘Mega-Markets’ in the
Coming 20 Years

Nothing, perhaps, illustrates the potential for expanding
Germany’ sexport to Asiamoreclearly, thantherequirements
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FIGURE 2

Topographical Map of Eurasia, With Some Main Development Corridors of the Future
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FIGURE 3

Graphic Representation of a ‘Development Corridor’
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The two maps show the Eurasian Land-Bridges—means of “ bringing Asia and its markets closer to Europe”—as already being
constructed, and as envisioned in ongoing devel opment, by Lyndon LaRouche and associates since 1992. This conception of Land-Bridges
isasnot merely transport arteries, but 100-kilometer-wide “ development corridors,” shown here schematically—corridors of
urbanization, and devel opment of energy, communications, water use, and local transportation networks.

for Asia’'s energy and transport sectors over the coming de-
cades.

Let usfirst look at electric power—a key factor in eco-
nomic development—starting with the case of China. Chi-
nese specialists now estimate, that to keep up with the rapid
growth of electricity demand in the country, China will re-
quirean additional 25-30 gigawattsof installed power gener-
ation capacity every year during the coming period (1 giga-
watt = 1 billion watts of continuous power; roughly the
capacity of onelargenuclear reactor unit, for example). Com-
parethat withthetotal power generation capacity of Germany
today, whichisabout 114 GW. That means, for example, that
every four years, Chinamust add the equivalent of morethan
the entire electric power generation capacity of Germany!

No one should think that this is not actually going to
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happen. Thefigure mentioned iscoherent with aconservative
estimate by the International Energy Agency (IEA), accord-
ing to which Chind s installed capacity will increase by 3.4
timesuptotheyear 2030, from about 318 GW today, to 1,087
GW. Butitislikely that with the growing paceof urbanization
in China, electricity consumption will accelerate much be-
yond the IEA projections. Not only has China aready in-
creased its electricity capacity five-fold over the last 20 years
of rapid economic development, but the accel erating process
of urbanizationwill accel eratethedemandfor el ectricity even
more in the coming decades. The Asian Pacific Economic
Council conservatively estimatesthat Chinaalonewill invest
over $800 billion in construction of new electric power plants
over the next 20 years.

Although with slower growth rates, India and its neigh-
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bors in Southern Asia have an even greater electric power
deficit to befilled. India, after China, one of the fastest-grow-
ing economies in the world, and which is ambitious to catch
up, now has only dlightly more than half the per-capita elec-
tricity consumption of China, and one-third of the installed
generation capacity. The Indian economy is already plagued
with chronic insufficiency of power generation, and experts
arepredicting that demandfor electricity will increase by over
8% per year inthecoming period. Just to catch upwith present
demand, approximately 111 GW must be added to the Indian
grid within the decade.

In many of the smaller countries of South and Southeast
Asia, demand for electricity is growing even faster. Indeed,
under “takeoff” conditions for the Asian developing econo-
mies, as have been reached by Chinaalready, we must expect
overall requirementsfor additional power generationand dis-
tribution capacity for these countries, to be on the order of
over 60 GW—equivalent to half the total installed capacity
of Germany—each year. Thistrandatesinto a huge demand
for equipment and know-how from Europe.

Indispensable Role of Nuclear Power

Inthiscontext thereisnoway to avoid theissue of nuclear
energy, which has become atotally irrational ideological ta-
boo in many European countries. The redlity, contrary to
widespread disinformation, is that nuclear reactors are, in
terms of overall macroeconomic effect, by far the most eco-
nomical way to produce el ectric power. The essential reason
lies in the much higher inherent power-density of nuclear
fission, compared to other existing power sources, and the
high level of knowledge, training, and qualification of labor
power associated with the mastery of nuclear technology,
which raises the overall productivity of the economy. China,
India, and other Asian developing countries are well aware
of this, and have aready committed themselves to a large-
scale use of nuclear power, as indispensable for their eco-
nomic future. With the economic “take-off” of China, the
trend toward nuclear energy hasalready become unstoppabl e.
Thequestionisnot, whether ahugemarket for civilian nuclear
technology will develop in Asia—it will, for certain—but
rather, which reactor technologies will be used and (to put it
ahit cynically) who will get the orders.

Ironically, the anti-nuclear hysteria in Germany, Italy,
Sweden, the United States, and other former nuclear power-
exporting nations of the West, has left Russia with a virtual
monopoly on the export of nuclear power reactors to Asia.
Russia presently has nuclear reactor construction projectsin
India, China, and Iran, aswell asin Finland. At present, there
are 98 nuclear power units in operation in Asian countries,
most of which are in Japan and South Korea. Among the
Asian devel oping countries, mainland Chinaaready hasfive
power reactorsin operation, six under construction, and eight
planned, while Taiwan has an additional six operating power
reactors, with two more under construction; India has 14
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power reactors in operation, six in construction and seven
planned; Pakistan has two power reactors and one planned;
and Bangladesh, Thailand, Indonesia, and Vietnam aredevel -
oping plans to initiate nuclear power development within
this decade.

Allinall, counting Japan and Korea, atotal of 22 nuclear
power unitsare now under constructionin Asia, and about 39
areintheplanning stage. This, however, isonly thebeginning.
For several reasons, it would be economically suicidal for
Chinaand India, inparticul ar, to prolong their massive depen-
denceonfossil fuelsfor power generation. For example, quite
apart from the massive pollution of the atmosphere and the
surface environment by the transport and burning of 1 billion
tons of coa yearly—the main fuel for China's power sta-
tions—just the transport alone already locks up a large part
of the Chinese rail capacity, and cannot be expanded much
further without enormous penalties. For theseand related rea-
sons, Chinais rapidly expanding its consumption of natural
gas. But much of this gas must be imported over long dis-
tances, and, with the steep growth of energy consumption,
this, too, runsinto major limitations. So-called “ alternatives’
likewind or solar energy, arerightly rejected as exorbitantly
costly and space-consuming.

There is no real aternative other than to move quickly
toward nuclear energy asthe main basisfor further expansion
of electricity generation in China. The sameistrue for India
and most of Asiaasawhole. Just in view of China’ srequire-
ment for 20-30 GW additional capacity every year, thistrans-
lates into the urgent need to develop series production of
nuclear reactorsfor Asia—reactorsthat should bemodular in
construction, low in cost, simple, robust, and accident-proof.

Fortunately, a specific nuclear technology already exists,
which fulfills all these requirements: the so-called “pebble-
bed modular high temperature reactor” (variously designated
PBMR, MHTGR, or simply HTR), originally developed in
Germany. Named for thenovel spherical fuel elements(“ peb-
bles’) that form its core, this reactor-type is constructed in
such away, that adangerous accident isruled out by physical
laws, without the need for expensive safety systems(see” The
New Nuclear Power,” 21st Century Science and Technology,
Spring 2001, for example, on HTR nuclear power tech-
nology).

Ironically, in the context of Germany’s politically moti-
vated Ausstieg (“bail-out”) from nuclear energy—an error
that must urgently be corrected, if it is not to lose one of its
most important export markets of the future—thistechnol ogy
has “emigrated” to the developing countries, first of all, to
South Africaand China. South Africais currently preparing
to build afirst prototype module for future mass production
and export, and Chinaisalready operating atest reactor based
on the German design. Japan also has an operating test HTR,
based on a somewhat different design. The French Commis-
sariat Energie Atomique (CEA) last year chose the HTR as
the most promising “ second-generation” nuclear technology,
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in the context of a projected world-wide renaissance of nu-
clear energy.

A further, crucia consideration is the potential of using
hightemperaturereactorsasheat sourcesfor industry, inplace
of combustion of fossil fuels, for desalination, and especially
in order to produce synthetic fuels for automobiles and other
vehicles. This likely development would mean an order of
magnitude bigger market for nuclear technology, than simply
the generation of electricity.

All in all, we are talking about an Asian nuclear technol-
ogy market, that will grow to as much as several hundred
billion dollars per year over the coming two decades.

Asia’s Urbanization as
Export Driver

Asaresult of itssustained growth, Chinahasnow entered
aphase of rapid urbanization, with profound implicationsfor
the structure of its economy, aswell asits pattern of imports.
According to Chinese experts, the urban population of China
isexpected to increasefrom about 31% of thetotal population
today, to 60% by the year 2020. That means an increase of
the urban population of Chinafrom about 390 million today,
t0 912 million—morethan ahalf billion more people—inless
than 20 years! Thismeansacolossal scale of urban construc-
tion, certainly without parallel in modern history.

But no one who has seen the transformation of Shanghai
and other Chinese citiesin recent years, will doubt that China
today is capable of such feats. China has an ample reserve
of labor and a rapidly growing productive base to fuel the
urbanization process. Infact, Chineseeconomistshaveidenti-
fied construction of new cities, and moderni zation and expan-
sion of existing cities, asthe crucia meansto create employ-
ment, stimulate demand, and ensure the social stability of the
country in the coming period. City-building means not only
housing construction—in which the Chinese have unequaled
proficiency—but above all, transport, energy, water, and
communicationsinfrastructure. Hereavast market isopening
up for European high-technology exports.

Onesignal isthe Transrapid project in Shanghai, and an-
other is the announcement by Chinese authorities, to invest
$20-25 billion over the next five years in infrastructure im-
provementsinthecity of Beijing, in preparationfor the Olym-
pic year 2008. Thisincludes six new subway lines, 300 kilo-
meters of new superhighways around the city, the refitting of
90% of buses and 70% of taxis to use low-emission natural-
gasfuel, new optical-fiber infrastructurefor digital communi-
cations, etc. In addition, some $12 hillion is to be invested,
by 2008, in the creation of aring of transport logistics centers
around Beijing. The first 148 projects for participation of
foreign compani es have been announced, with atotal volume
of $14 billion.
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The Beijing projects, however, represent only the tip of
the iceberg. Urban masstransit equipment for Chinese cities
isdevel opinginto anenormousmarket just by itself. The State
Planning Commission of China projects a total expenditure
of nearly $100 hillion for urban transport infrastructure in
2001-05, of which 25% will befor urban railways. At present,
China s urban mass transit systems are highly under-devel-
oped; al themetrorail linesof all China’ scities put together,
amount to only about 150 km, compared to 331 km in the
German capital of Berlin alone. But now, according to Chi-
nese experts, “ Thetimefor China’ surban transport construc-
tion has come.” By 2005, some 450 kilometers of urban rail
will be built; and by 2010, this should nearly double again.
Construction isnow in progress on subway systemsfor 20 of
China's 34 cities with more than 1 million population. The
target is metro systems to carry 80-90% of passenger traffic
in Chinese cities by the year 2050.

Taking into account the urbani zation process, we project
total investments going into trillions of dollars for urban
mass transit systems alone in China. Designing and building
mass transport systems to serve an urban population of over
900 million peoplein China 20 years from now, pose consid-
erable technological challenges. Here is a maor area for
European industry, including not least of al, Mittelstand
companies.

Contrary to many silly comments in the European press,
the choice of the Transrapid was by no means an extravagant
luxury intended only to build China s prestige. The decision
by the Chinese central government and the authorities in
Shanghai, to build the world’s first commercial magnetic-
levitationtrainline, reflectsasober realization that the gigan-
tic problemsposed by urbanizing anationwithover 1.2 billion
people, cannot be solved by conventional methods only, but
require the most advanced technol ogies avail able—techno-
logies of the 21st Century.

In particular, China cannot afford the incredible waste of
physical resources associated with the “ American model” of
transport: over-dependence on personal automobiles, over-
reliance on truck transport for long distances, chronic under-
development of rail systems, and an extremely costly over-
expansion of aircraft transport for short- and middle-distance
intercity passenger traffic. The German Transrapid provides
by far the most advantageous alternative to a wasteful over-
expansion of air transport between China’s major cities, per-
mitting thesmaller citiesin between to be serviced at thesame
time. In the context of a national network, the Transrapid
boasts the further advantages, of being much better suited to
hilly areas, where conventional high-speed rail requiresmany
tunnels, and making extremely economical use of space.

But beside the Transrapid—which is not the last word,
but just thefirst of many generationsand varietiesof magnetic
levitation systems—China's complex transport problems
will require countless new technol ogies and innovations. All
of thisappliesjust aswell for Indiaand other Asian develop-
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ing nations, the only essentia difference being the rate of
growth.

A Eurasian Conveyor -Belt

Aninteresting, additional example of thekind of technol-
ogy that may play a major role in the entire development of
Eurasia, istheso-called “rail taxi” system being developed at
the University of Paderborn, Germany. This system, suited
for both passenger and freight transport, and for urban aswell
as cross-country applications, combines the use of conven-
tional rail track with the so-called linear motor propulsion
technology used by the Transrapid. In this system, specially
designed modular rail cars, caled “shuttles,” are propelled
individually aong conventional rail tracks by magnetic
forces, with the help of coils mounted between the tracks.
Thisallowsfull, automatic computer control of the motion of
the cars, which can travel separately or be grouped, while
in motion, into “convoys’ to lower air resistance. A major
advantage, isa passive switching system that allowsindivid-
ua carsto be switched off and routed to separate destinations,
without interfering with the motion of adjacent cars. Each car
isguided to adesired individual destination anywhere in the
network, through acomputerized control system. Thiselimi-
nates huge losses of time in conventional rail or combined
rail/road transport, due to re-sorting, reloading, and holding
of cars. With atop speed of 160 kilometers per hour (95 miles
per hour), the“rail taxi” could achieve average speeds of 130
kph from start to destination, compared with an average of 15
kph average for rail transport of goods in Europe today. It
adds up to arevolution in transportation, eliminating much of
the basis for the shift of freight from rail to truck transport in
industrial countriesin recent decades. Thereby China, which
il transports most of its freight by rail, could avoid the
nightmarish consequences of over-reliance on heavy truck
transport, which densely popul ated partsof Europeare suffer-
ing today.

It should be noted, at the sametime, that the “rail taxi” is
ahigh-technology item, exemplifying the unique capabilities
of German innovation and know-how.

These examples should suffice to indicate, how the chal-
lenges posed by the transportation requirementsin Chinaand
other Asian nations cantrandlateinto future marketsfor Euro-
pean high-technology exports.

Coming Mega-Market for Medical Technology

Asafinal examplefromavery differentfield, let usbriefly
look at the huge potential for exports of medical equipment
to Asian developing countries. Here the biggest single mar-
kets are in China and India; China imported $1.4 billion of
medical equipment in 2000, and India $930 million. In both
cases, the imports have been growing rapidly in recent
years—at rates of 14-16% ayear. If the figures are still rela
tively low in absolute terms, this is because the per-capita
expenditure for medical carein both countries, inreal terms,
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is100 timeslessthanin Japan or Italy (for example), asmea
sured by direct conversion to dollars, and at least 10 times
less, as estimated in terms of so-called purchasing power-
equivalent.

Aboveall, theaveragelevel of equipment of hospitalsand
clinicsis still extremely primitive. As living standards rise,
however, we are seeing an over-proportional rate of increase
inexpenditurefor healthcareand demand for modern medical
equipment. Thereislittledoubt, that the modernization of the
medical sector in Chinaal onewill induceanincreaseof yearly
amounts of imports by 50 times or more over the next three
decades. This points to an Asian devel oping-sector market
for imports of medical equipment, of $100-200 billion per
year by 2030. More important than such arithmetic values, is
the nearly unlimited demand for scientific and technological
innovations in this field, where literaly every one of Asia's
morethan 3.5 billion peopleisa“customer.”

Financial Feasibility of an
Export Boom

Above, weidentified two crucial features of the financial
infrastructure necessary to realize the interconnected goals
of achieving rapid, sustained economic growth in the Asian
developing countries, and at the sametimegreatly expanding
the scope of European exportsto Asia. Thefirst isthe use of
productive credit generation (so-called “Hamiltonian na-
tional banking”) and large-scale state investment into infra-
structure and other productive activitieswithin the participat-
ing nations. The second isto make avail ablelarge amounts of
long-term, low-interest credits from the side of the European
nations to the Asian developing nations, in a combination of
project financing (the* devel opment bank” mode) and export-
credit for the transfer of technology and know-how.

Asisexemplified by theearly history (in post-World War
I European reconstruction) of the Kreditanstalt fur Wieder-
aufbau, for exampl e, thesetwo facetsof financial policy stand
in strong “synergistic” relationship with each other. The es-
sential theory and principles involved, have been elaborated
in depth by U.S. Presidentiadl pre-candidate Lyndon
LaRouchein hiswritings (see “LaRouche Foreign Policy: A
World of Sovereign Nation-States,” EIR, May 16). Here we
limit ourselves to two concrete examples—one for each of
the two aspects just mentioned—that serve to demonstrate
the eminent feasibility of financing an Asia-centered eco-
nomic recovery.

Development by State Credit Generation:
China Example

Even the China-critical New York Times admitted in a
front-page articlein January 2003, that Chinahas maintained
a“robust growth of 8%,” thanksto “anearly 25% increasein
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China hasincreased its electricity capacity five-fold over the last 20 years of rapid
economic devel opment, but the process of urbanization will accel erate the demand
for electricity even more in the coming decades. The Asian Pacific Economic
Council estimates that China alone will invest over $800 billion in construction of
new electric power plants over the next 20 years. Although with slower growth
rates, India and its neighborsin Southern Asia have an even greater electric power
deficit to befilled.

state-directed investment” in the year 2002. “The Chinese
government, state banksand companiesand foreigninvestors
spent $200 hillion in the first 11 months of last year on basic
infrastructure projects. . .. The scale of construction is ex-
traordinary” and even“ dwarfsthe New Deal andtheMarshall
Plan.” The Times went through the amazing catalogue of
“mega-projects’ going onin Chinatoday, including theongo-
ing $30 hillion Three Gorges Dam project; the $60 billion
North-South water transfer project just launched by the gov-
ernment; the creation of anational superhighway system; the
construction of new subway systemsin 10 mgjor cities; the
building of the Transrapid line in Shanghai; the construction
of some 9,500 kilometers (5,800 miles) of railroads over the
next 2-3 years, and so forth.

Indeed, China's use of state-directed infrastructure in-
vestment as a locomotive for rapid economic development,
provides a crucial, living example of the kinds of policies
needed to bring the world out of a threatened “New Great
Depression” today. These are exactly the policiesfor produc-
tive credit generation and large-scale infrastructure invest-
ment, that Lyndon LaRouche and his collaborators have been
advocating for many years.

China ssuccessisnot only aprimeexample of the* Super
TVA” program LaRoucheis proposing for the U.S.A., and of
the Land-Bridge policy for an economic boom in Eurasia,
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but also underlines a key point Helga Zepp-
LaRouche has been making in her dialogue
with the German government, onthenecessity
of reviving the conception of the “Laute-
nbach Plan.”

Put very simply, the Chinese government
hascreated theextramoney and credit needed,
to finance the country’s vast economic
buildup! China’s enormous infrastructure in-
vestment hasbeen made possibleby what Chi-
nese economists call an “expansive monetary
policy”: In recent years the People' s Bank of
China—China's central bank—has been ex-
panding the effective supply of money and
reserves of credit (the monetary aggregate
known to economistsas“M2"), by about 15%
per year. That means the money supply has
been growing almost twice asfast asthe Gross
National Product.

According to the simplistic way of think-
ing, now common even among so-called eco-
nomic experts, such a giant monetary expan-
sion should necessarily lead to inflation and
currency instability. But reality has shown ex-
actly the opposite: Despitetherapid monetary
expansion, overal prices in China have re-
mained stable or declined, while the Chinese
yuan (RMB) has become one of the “hardest”
currenciesin theworld.

How can one account for this paradoxical result? The
answer, again, is essentially simple: By channeling a large
part of the monetary expansion into creditsto the productive
sector, including agriculture and industry as well as infra-
structure, the Chinese government insures that the supply of
useful goods and services, produced by the economy, has
continued to expand even faster than the effective demand.
Parallel with this quantitative expansion of production, the
absorption of modern technologies and increasing qualifica-
tion level of the Chinese labor force have caused overal in-
dustrial productivity to grow at over 4% per year. The result
isan overall deflationary tendency in domestic prices, at the
sametime asthe volume of money and credit in the economy
continuesto grow rapidly.

In short, the monetary and debt expansion in China is
more than adequately “covered” by the physical expansion
of China s economy, in the form of increased production of
tangible goods, infrastructure, and necessary services, with-
out the formation of a giant speculative bubble of the sort
we have seen in the United States and Europe over the last
15 years.

The monetary expansion itself takes mainly the form of
increases in the effective supply of credit, from the Peopl€e’s
Bank of China, aboveall, totheso-called“BigFour” commer-
cial banks, which are all state-owned: the Bank of China, the
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Construction Bank of China, the Ag-
ricultural Bank of China, and the Trade
and Industry Bank of China. Inaddition,
a very important role is played by the
China Development Bank (CDB), for-
merly known as the State Devel opment
Bank, which is a ministerial-level
agency supplying multibillion-dollar
credit directly to industries and infra-
structure projects. The CDB, which is
financially supported both by the Chi-
nese Finance Ministry and the Peopl€e's
Bank of China, has many common fea-
tures with the famous Kreditanstalt fur
Wiederaufbau (KfW) in Germany. In-
deed, Chinese economists have care-
fully studied the key role of the KfW in
the West German “economic miracle”
of the postwar period.

Another key feature of China's
credit policy is maintenance of a low
rate of interest, currently 1.5-1.6% on
suitable categories of loans. In addition
to the direct credit expansion via the
People’'s Bank of China, the Chinese
government has recently been support-

FIGURE 4A

The Shanghai-Pudong Transrapid Maglev Project
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The city of Shanghai’ s magnetic-levitation railroad systemis now operating, displaying
Europe’ sand Germany’ s highest-technol ogy-transfer export to Asia so far. Thefirst
section’ s construction was completed in not much over 18 months; itstop speed is near
300 miles per hour; steel consumption in construction is thousands of tons per mile. And
much longer maglev routes are now planned in China, as the second map shows.

ing its high level of direct investment

into the economy, through a moderate

budget deficit of about 3% of GDP. Thisis being financed
through the issuance of about 100-150 billion RMB per year
in bonds, compared with about 1 trillion RMB in yearly tax
revenues. Thetotal accumulated government debt, intheform
of bonds, now amounts to only about 17% of the GDP. This
government debt rests on avery solid basis, in the form of a
rapidly growing tax base provided by the expansion of
China sreal economy.

Thelnfrastructure Component

The channeling of new credit into basic infrastructure
investments, on the order of $200 billion per year, is a key
feature of China's anti-inflationary credit expansion policy.
Infrastructureconstruction—including transport, energy, wa-
ter systems, communications, etc.—is laying the foundation
for the rapid, sustained expansion of China' s economy as a
whole, while at the same time stimulating employment and
production in industrial sectors supplying the projects them-
selves, and opening up previously backward regions and re-
source-rich areas for development.

In atypical case, the financing of a mgjor infrastructure
project, once approved by government agencies, is pulled
together from three main sources: First is direct state invest-
ment, from the budget of the Finance Ministry. Typically, this
amounts to about one-third of thetotal financing of aproject.
Second, loansprovided by the state-owned commercial banks
and the so-called “ policy banks,” aboveal, the ChinaDevel-
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opment Bank, which operate under direct government con-
trol. These credits are granted to agencies and (usually pub-
licly controlled) corporations that build and operate projects.
Third, funds raised by local authorities and corporationsin-
volved in the projects from domestic and foreign financial
markets, for example, in theform of bonds. Theright toissue
bondsistightly regulated and granted only to alimited num-
ber of corporations and other entities under strict conditions.
Anillustrative exampleistheissuance of bonds by the Three
Gorges Dam Corporation, astate-controlled corporation cre-
ated to build and operatethegiant Three Gorges hydroel ectric
and river-control project. Similarly, railroad-building corpo-
rations have been issuing bonds.

The Chinese government itself hasal so been raising addi-
tional funds for infrastructure investment, through the issu-
ance of bonds, sold mainly on the domestic market. Thisin-
cludes specific Construction Bonds.

It should be obvious, that apart from some aspects of
secondary importance, there is nothing in the methods just
described, which could not beused in principle by every other
developing nationin Asia, or theworld—aswell asby indus-
trial nations themselves.

Exportsand Technology Transfer:
TheKfW Model

To finance exports of investment goods to Asia, in the
order, potentially, of 5-10 timesthelevel of Germany’s pres-
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FIGURE 4B
Planned Maglev Projects in China
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ent exportsto thewholeworld, itisnot necessary to “reinvent
thewheel.” Thereisaready available an excellent historical
model: the role of the Kreditanstalt fir Wiederaufbau (KfW)
during the 1960s and 1970s, in providing a “credit locomo-
tive" for the expansion of German exports to developing
countries. Crucial to the success of this model, was the fact
that it wasbased onalong-term strategy for Germany’ spartic-
ipationinreal, sustained economic developmentinthe partner
nations, rather than the short-term“ market” thinking predom-
inant today.

Inthe 1960s, the KfW combined the functions of adevel-
opment bank and an export credit bank. Using its extensive
experiencewith thereconstruction of the West German econ-
omy after World War 11, the KfW financed or co-financed
countless projectsfor energy, water, and transport infrastruc-
ture, and development of agricultural and industrial produc-
tionin Third World countries. Some of the most famous proj-
ects included the Rourkela steel plant in India, the nuclear
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power station Atuchal in Argentina, the Keban Dam in Tur-
key, the Lome Harbor in Togo, the Cabora Bassa hydroel ec-
tric project in Mozambique, the Roseires dam in Sudan, and
others. There were countless smaller projects, from road-
building and irrigation systems, to manufacturing plants.

In the 1960s, about 50% of the capital assistance went to
India, Pakistan, Turkey, and Egypt, with the rest going to
developing nations, including South K orea (then a“ devel op-
ing nation™) and other countriesin the Far East. In addition,
the KfW financed projects for mining and raw materials pro-
cessing projects, which were important for securing Germa:
ny’ s supply of raw materials.

Parallel withtheissuance of creditsfor development proj-
ects, the KfW provided creditstoforeign recipientsfor import
of equipment produced by German companies, working
closely with the Hermes state export-import bank. Supported
by KfW credits, German companies built power plants, ce-
ment, paper, or fertilizer plants in developing countries, as
well as “threshold countries’ such as Mexico, South Korea,
the Philippines, Pakistan, or (at that time) Spain and Greece.

Toward the end of the 1960s, Brazil became an increas-
ingly important partner of the KfW. Between 1961 and 1970,
the volume of export financing by the KfW grew from 160
million to over 1 billion Deutschemarks per year. Unfortu-
nately, from the late 1960s on, the type of development strat-
egy, exemplified by the KfW and similar ingtitutions in a
number of countries, encountered an increasingly hostile in-
ternational environment, finally leading to their virtual mar-
ginalization. The problemwascreated by ashift, inthe United
States and Great Britain, away from a postwar emphasis on
productive investment, toward increasingly radical anti-in-
dustrial economic and financia policies. Theseledto the Au-
gust 1971 collapse of the original Bretton Woods fixed-ex-
change-rate world monetary system, and the transition to the
present, specul ation-ridden “fl oating-exchange-rate” system,
which rendered long-term international investment and trade
agreementsvirtually impossible.

The same anti-development policies, exacerbated by the
austerity policiesimposed upon the devel oping sector by the
International Monetary Fund (IMF) and international banks,
increasingly, since the manipulated “ail crisis’ of the mid-
1970s, led to thefinancial ruin of virtually al the developing
nations. At the same time, the United States government
adopted the neo-Malthusian ideology of “population reduc-
tioninstead of development,” taking an openly hostileattitude
toward transfer of modern technology to devel oping nations.
In particular, thecombination of financial crisisand American
pressure, effectively shut down most of thelong-term nuclear
and other technology agreements that had been reached be-
tween Europe and devel oping sector nations such as Brazil,
Argentina, Mexico, Iran, India, Pakistan, and many others.

As aresult of the defeat of the attempted economic ali-
ance with developing countries, the flow of exports from ex-
port-oriented European countries concentrated more and
more toward the advanced sector nations themselves, espe-
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Three Gorges Opens to Ships

Thefirst passenger ship went through the permanent two-
way, five-step shiplock of the Three Gorges Dam on the
Y angtze River—the world's largest water-control proj-
ect—on June 13. At 10:00 p.m. on June 9, the reservoir
behind the dam had reached the height of 135 meters, stor-
ing 10 billion cubic meters of water since the suice gates
were closed on June 1.

The speed of water flow was recorded at 10,000 cubic
meters per second. With the water depth between 4-6.5
metersin many parts of the middle reaches of the Y angtze
River, full resumption of normal navigation is now possi-
blewith thereservoir level at 135 meters. It will remain at
that level for five years, after which the water will be al-
lowed toriseto itsfull height of 175 meters.

Aftar the June 9 attainment of the 135 meter water
mark, the navigable courses of a dozen tributaries of the
Y angtze have increased in length by more than 500 kilo-
meters. Navigation on the river will be considerably ex-
panded, with 10,000 ton ships, formerly able only to navi-
gate on a small portion of the river between Wuhan and
Yichang, now able to travel the entire distance to
Chongging.

The 6,300 kilometer (3,800 mile) Yangtze, with its
3,600 tributariesflowsthrough 18 provinces. With apopu-
lation of 400 million, the Y angtze River Valley generates
more than one-third of China's gross domestic product.

According to People’s Daily, GDP in the reservoir area
has grown by 2.2 times, revenue by 1.8 times, and the
per-capita income of farmers by 2.1 times over the past
ten years.

OnJune 10, two generator unitsat the L eft Bank Power
Station of the dam got their first tests. By August these
two generating units will begin operating. In October, an
additional two unitswill be put into operation, producing
atotal of 5.5 billion kilowatt-hours of electricity this year
for central and east China, where power supply isinsuffi-
cient. The Three GorgesProject hasatotal of 26 generating
units, with a total combined capacity of 18.2 gigawatts
(billion watts) of electricity.

The dam isthe realization of adream of Sun Y at-sen,
who aready in 1919, was proposing such a project on the
Y angtze. While the project has forced the repatriation of
thousands of families, new citieshave been built higher up
themountainto replace those which have been submerged
by the reservair. Other families have been given subsidies
to moveto some of themore popul ousareas of the country,
on the east coast and el sewhere.

Flooding along the Y angtze has been endemic, with
one devastating flood every ten years for the last two mil-
lennia. The two big floods in the 1930s killed nearly
300,000 people.

In addition to the 26 generators at the Three Gorges
Dam, further dams are being built on the Jinsha River, an
upper tributary of the Y angtze, with four more generators
that will give acombined generating capacity of 38.5giga-
watts.—William Jones

cialy the U.S.A., which, fueled by the inflationary financial
bubble, became the world’s “importer of last resort.” Now
that thebubblehascollapsed, and anew “ Great Depression” is
staring usintheface, anentirely new situationfacestheworld.

The present situation, while fraught with great danger,
also poses very great opportunitiesfor apositive shift in eco-
nomic policies. First, thedefective, post-1971 worldfinancial
order is now undeniably bankrupt, as reflected in the sheer
unpayable accumulation of debt and specul ativefinancial ob-
ligations, with the U.S. financia systemitself inthe center of
the coming storm, and the necessity of fundamental reform—
the “New Bretton Woods® conception of Lyndon
LaRouche—is becoming more undeniable each day. With
this comes the rising pressure, internationally, to somehow
revive the features of the original, postwar fixed-currency-
exchange system under which much of the world had once
prospered, into the 1970s.

Second, a number of developing countries of Asia—in
the forefront, China—have insisted on their economic and
financial sovereignty vis-avisthe domination of theIMF and
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other international financial institutions. China, in particular,
has" brokentherules’ by adopting apolicy of internal produc-
tive credit generation to finance a sustained infrastructure-
centered economic boom, providing a successful exampleto
the whole world, of the “New Deal” methods of economic
recovery. Moreover, steps are under way, in the so-called
ASEAN+3, consisting of the Southeast Asian nations plus
China, South Korea, and Japan, to create a new, alternative
framework for regional tradeandinvestment, possibly includ-
ing aproposed Asian Monetary Fund.

Third, the recent emergence of a new “triangle” France-
Germany-Russia—in collaboration with China, India, and
other key Eurasian nations—which cametogether around the
search for apoalitical aternativetothe Bush Administration’s
Irag war drive, opens the door to developing the economic
dimension of that alternative.

Herethereisareal chance, that achain of already-existing
“triangles’ and other collaborative combinations of Eurasian
nations might coalesce, to make the policy outlined in this
report, into reality.
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