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Resistance To Austerity In Europe' 

Triggers Run On Dollar 
Feb. 15 (IPS) -- Mounting European resistance over the last 
week to Wall Street-ordered austerity policies has triggered 
the worst run on the U.S dollar since the days leading up to 
Aug. 15, 1971, when the bankrupt U.S .  currency was first of­
ficially devalued and severed from gold. The crisis, which 
reached panic proportions on the foreign exchange markets, 
has in turn produced governmental crisis in all of Western 
Europe and in Washington, where the U.S .  government is 
paralyzed and unable to act. 

In New York, where the major money center banks opened 
their foreign exchange trading several house early, one 
source explained the situation : " Every French company, 
bank, private currency holder, the same for Sweeden, Nor­
way, Denmark, Spain, everywhere, is selling off francs or 
lira, their own currency, for dollars , then dumping the dol­
lars tor German marks or Swiss francs. The Arabs have sold 
heavily dollars for Deutschemarks . . .  Dresdner Bank in 
Frankfurt has 11 traders and they are all selling $15 million a 
minute, I 've seen a billion, no several billion dollars sold 
here. Chase, Citibank, Manufacturers Hanover, they're all 
selling dollars. This is insane. "  

Prof. Robert Triffin o f  Yale, one o f  the few bourgeois econ­
omists to forsee the Aug. 1971 crisis ,  commented this week 
"The situation is very serious. All the hopes of the Inter­
national Monetary Fund for monetary stability have been 
thrown out the window. The post-war monetary system is a 
shambles. This is chaos. "  

The failure of the Wall Street financiers last week to force 
devaluations, import cutoffs, and Schachtian austerity on 
Western Europe, to ensure the continued flow of debt-service 
tribute to the U.S. dollar, abruptly knocked the political 
underpinnings out from under the overvalued currency. 

Given the on-going collapse of real production in the U.S . ,  
the value of  the dollar hinges entirely on the ability of  the At­
lanticist financial cabal and its political adjuncts to loot the 
productive output of Europe and the Third World and guar­
antee the value of 800 billion on outstanding dollar-denomi­
nated debt. 

The center of resistance to austerity is Italy, the country 
first assaulted by a run against its currency, instigated by At­
lanticist financiers, three weeks ago. In the face of the con­
tinuing naked attempts to crush this resistance - including 
the "yellow-alert" of U.S.  troops throughout Western Europe 
Feb. 12 and the on-going boycott of oil shipments to Italy by 
the U.S.  Seven Sisters oil multinationals - the pro-develop­
ment forces in Italy are fighting the Atlanticist onslaught 
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with the program of the U.S .  and European Labor Party pro­
gram - debt moratorium and International Development 
Bank.  

These pro-development forces - led by Christian Dem­
ocratic Budget Minister Giulio Andreotti, Socialist Party 
leader Giacomo Mancini and industrialist Eugenio C(;�;S -
have the strong union movement, which is slated for destruc­
tion under the Schactian economic program proposed of 
Atlanticist puppet Premier Aldo Moro. The Mancini faction 
of the Italian Socialist Party this week successfully blocked 
attempts by the Atlanticist-controlled Italian Communist 
Party to provide Moro's new austerity government with 
trade union approval. Observers such as the F 'inancial Times 
of London have given the new pro-austerity government only 
weeks to live. 

. 

This pro-development motion has already taken on sub- ' 
stantial form. Negotiations are currently underway between 
the Cefis-controlled chemical giant, Montedison, and the So­
viet leadership to open trade channels that would break the 
debt-stranglehold on the Italian economy. In response to 
Montedison proposals last weekend for huge Italian tech­
nology exports to the Soviet Union in return for fuel and raw 
materials, a high Soviet trade official called this week for a 
three-fold increase in Italian-Soviet trade. 

Equally shattering to Atlanticist hopes, in the last week the 
Italian press put the Italian crisis in international per­
spective, calling for the implementation of the New World 
Economic Order, support for Italy from outside, expanded 
world agricultural production, and other proposals that 
would sweep away the bankrupt dollar empire. 

II Fiorino, the Italian financial daily, commented that it 
was legitimate to expect a lot more to emerge from the re­
cent Manila Conference of the Group of 77 Third World na­
tions (than the Charter calling for case-by-case negotiations 
on indebtedness -- ed. ) .  In other words, Andreotti , Mancini , 
Cefis were giving a kick to their allies in the third world. 

The strength of anti-austerity resistance in Italy has cata­
lyzed resistance to the Atlanticist plans in the rest of Europe, 
primarily in France and West Germany. The awakened in­
dustrialist layers in France and West Germany, has forced 
even the two Atlanticist agents , French President Valery 
Giscard d'Estang and Helmut Schmidt to agree to " intensify 
intervention" on the foreign exchange markets to protect the 
franc from devaluation and the Deutschemark from an "up­
valuation. "  In itself, the support arrangement worked out by 
Giscard and Schmidt at their Nice meeting at the end of the 



week of chaotic currency movements, is only a holding ac­
tion. Its significance lies in the fact that it reflects the flat re­
jection by French and West German Industrialists and in­
dependent political forces of the so-called dollar­
deutschemark axis. This currency axix, dreamed up by At­
lanticist financiers to secure the hegemoney of the dollar in 
Europe, would have created a fixed parity between the U.S.  
and West Germany currencies, allowing the "weaker" Euro­
pean currencies "to seek their own level. " 

In response to Atlanticist plans for a devaluation of the 
franc which would raise the price of imported consumer 
goods and the price of raw material imports to French in­
dustry, the Gaullists forced the Banque de France to commit 
itself to match every sale of French francs by speculators 
with a sale of dollars from the bank's currency reserves. 
Traders estimated that the Banque de France spent about S2 
billion, or more than one-third of its available reserves, in 
support operations from the time the attack on the franc be­
gan. 

Gaullist politicians and industrial leaders meanwhile an­
nounced the formation of "Committees for the Defense of 
National Independence," targeting the Atlanticist govern­
ment of Valery Giscard and its prime minister, Jacques 
Chirac, for its support of the Tindemans plan which would 
integrate France into NATO corordinated austerity in 
Europe. 

' 

Triffin warned that the dollar-deutschemark scheme would 
never work because of German dependence on intra-Euro­
pean trade. He said it was his understanding from his con­
tacts in Europe that, "The West Germans don't want to see 
Europe destroyed - they would rather let the dollar 'float'" 
- that is, let the dollar seek its own level. 

But the standpoint of the survival of the bankrupt dollar, 
Italy with $14 billion in foreign debt, France with S20 billion 
(of which $10 billion is short-term) Spain with $8 billion (S6.5 
billion short-term) and Britain with $14 billion ($5 billion 
short-term) all must devalue. This is the only basis on which 
the continued refinancing of these sectors will be profitable, 
principally because devaluation is the pillar of Wall Street's 
austerity policy. If any of these sectors refuse to accept 
devaluation-austerity, or West Germany chooses not to go 
along as is the case, what immediately surfaces is a crisis of 
the profitability of the dollar. 

That is exactly what happened over the last week, sparked 
by the Italian resistance to the gutting of its economy. 

An official of the Western German steel-exporting firm 
Mannesmann commented on the Atlanticist dilemma 
"Letting the French franc fall against the German mark 
would destroy any possibility of a West German economic 
recovery. We're glad the West German Federal Bank is 
backing the franc . . .  Nothing would be worse that changing 
the exchange rates. "  In an editorial on Feb. 11 the day the 
run dollar reached panic proportions, the German daily 
business paper Handelsblatt said bluntly, " We estimate the 
dollar is overvalued. " 

Chronology of the Currency Crisis 
Feb. 9 the speculative run on the Ura spilled over to the 

French franc. Traders in New York confirmed that the at­
tack on the franc was initiated on Atlanticist orders by the 
West German central bank (the Bundesbank) , which gave 
the go-ahead to Frankfurt foreign exchange traders to move 
against the French currency, while at the same time or­
dering them not to touch the lira - out of fear that a further 
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assault against the Italian currency would only propell the 
anti-austerity axis of Andreotti-Mancini-Cefis toward debt 
moratorium faster. 

Money Manager, the widely respected financial weekly, 
had hinted at the attack over the weekend, saying that the 
franc was now weaker than the Ura since the lira's sharp 
depreciation. 

Also on Feb. 9 the Spanish peseta was officially devalued 
by 11 per cent, and the Belgian franc came under strong 
pressure. Sources in the New York banking community and 
at the State Department expressed the opinion that, in the 
words of one trader, "We've done enough for the lira for 
now. " 

By Feb. 11, the managed run scenario had backfired. 
Following the agreement of the Bundesbank and the Banque 
de France on Feb. 10 to conduct mutual support operations ­
to prevent the depreciation of the franc and appreciation of 
the mark - the run hit the dollar. The volume of dollars 
which passed through foreign exchange markets into West 
Germany, Holland, and Switzerland, was estimated by 
traders at several billions of dollars, reminiscent of the hot 
money flows under the old fixed parity system. On Feb. 11 the 
mark appreciated by 0.6 per cent against the dollar, despite 
at least S10 million of Bundesbank intervention; the Swiss 
franc rose by 1 per cent against the dollar; the Franc also 
rose against the dollar, but only through approximately Sl 
billion in dollar sales by the Banque de France over a 48-hour 
period; the devalued Spanish peseta remained stable -
through $60 million in intervention in 48 hours ; the un­
supported Swedish kroner fell by 1.4 per cent against the 
dollar; and the Danish bond market collapsed due to 
currency outflows. 

These massive money flows tapered off on Feb. 12 only 
because the markets were closed in the U.S. for Lincoln's 
Birthday, slowing the plunge of the dollar. 

Meanwhile on the same day international financial press 
reported West German resistance to upvaluation of the 
mark, signaling the failure of the "dollar-deutschmark 
axis ." Handelsblatt's coverage of the currency crisis em­
phasized the Franco-German agreement to keep the 
European "snake" from disintegrating, and denied that any 
new parities would be established. '  

However, the currency crisis is far from over. Trading 
continued slower on Feb. 13, because many U.S. bankers took 
a long weekend, but the International Herald Tribune 
reported on Feb. 14 that all the speculators were waiting 
until Feb. 16 to test the Giscard-Schmidt agreement on 
central bank intervention. At the moment both Italy and 
France are on the verge of exhausting their currency 
reserves. 

The only resolution to the currency crisis - as the Italians 
understand best - is a complete break with the dollar system 
and the beginnings of the New World Economic Order. On 
Feb. 13 there were indications that the Europeans are, in 
fact, mobilizing their gold reserves and establishing a 
European gold payments system to replace the dollar - a 
transition to the International Development Bank. 

Professor Triffin confirmed that day that the 'European 
central banks are discussing a system to clear gold among 
themselves and "abandoning the dollar to the market." 
Triffin also stated that the West Germans seem committed to 
find some medium other than the dollar for international 
trade and payments . 



On Feb. 9 Gordon Tether, the Financial Times columnist, 
called on the Bank for Internatioanl Settlements, the central 
bank of European central banks, to establish a gold basis for 
European currencies. On Feb. 12 Tether called for general 
moratorium on the entire debt of the developing countries, 
noting that this idea was now making great progress in the 
advanced sector. 

The Paralysis In Washington 
With the run on the dollar already at August, 1971 

proportions the eyes of the foreign exchange traders in the 
U.S.  and Europe turned to Washington. Their hope, as ex­
pressed by several traders late in the week, was that the 
Treasury or the Fed would do something dramatic to avoid 
what all regarded as an otherwise inevitable crisis. "I know 
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they will do something," one trader stated, " like devalue the 
dollar of something dramatic. They are not about to let the 
whole thing fall. " 

But the U.S.  government is at this moment gripped by total 
paralysis. Internal faction fights have rendered the govern­
ment bureaucracy totally imcapable of dealing with a crisis 
of enormous proportions. An IPS survey of departments 
including State, Treasury, and the White House found· that 
many lacked knowledge of the crisis, as the Wall Street 
bankers were operating outside the normal government 
channels in carrying out their policy (see U.S .  political 
newsletter). In other cases, all the relevant government 
officials could offer in the way of "policy" was pure bravado. 
"The dollar is strong, "  said one Treasury official. 



A Grid Of Incompetence 

The followiq is a grid of the response of elected and non­
elected government officials and their staffs, financiers, and 
inclustrlal leaders in the U.S. and Western Europe, to IPS and 
U.S. Labor Party questions concerning their policy towards 
Italy and the economic crisis. In each case, it was demandeCt 
that these individuals take responsibiUty for stopping the 
Wall Street ordered rape of Italy and to solve the economic 
crisis. It should be noted that a sipificant number of those 
contacted simply hUlll up the phone or otherwise avoided 
expression of their incompetence on these issues. Those 
responses are not reported here. 

U.S. Senators 

Frank Church (D-ldabo) - presidential candidate: "If they 
(the Italians) don't get their debts paid, they'll go bank­
rupt. . .  and if they don't pay their debts, they get no more 
credit." 

Office of John Pastore (D-RI) - aide: "So what if it's 
Mussolini'!\ program. The Italians are constitutionally 
incapablp. of governing themselves. I know because I'm 
Italian, "  

Office of Hubert Humphrey (D-Minn) - aide-Joint Economic 
Ctte.: "You sneaky devils . . .  " 

Henry "ScOOP" Jackson (D-Wash) - presidential candidate: 
"I'll let the Labor Party take care of Italy," 

Birch Bayh (D-Ind) - presidential candidate: "I don't care 
what your candidate is doing in Italy. I'm here (Buffalo) 
to open my campaign office . . .  I don't seem to know what I 
feel about this situation." 

Office of Harrison Williams (D-NJ) - aide: " Yes, we know 
the New York banks caus'ed the Italian crisis. But Senator 
Williams is in the district and I can't do anything about 
it." 

Office of the Senate Foreip Relations Ctte. - Don Henderson 
- staff: "You claim the choice is between fascism and a 
debt moratorium. No one here sees those choices, there 
are other alternatives . . .  I can't name any right now . . .  " 

Representatives 

Office of Donald Riegle (D-Mich) - aide: "Yes, we know the 
New York banks caused the Italian crisis . . .  No, we won't 
tell you what we're going to do - if anything." 

Office of Lucien Nedzi (D-Mich) - aide: " Why should we 
talk to the Labor Party. We're Democrats . "  

Office of Robert Duncan (D-Ore) - aide: "I  can't see how 
this concerns Oregon. " 
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Office of Shirley Chisholm (D-NY) - aide: "So you're telling 
me there are rats in Niger - we've got rats here. " 

Mario Biani (D-NY): " (Slave labor?) Well, some kinds of 
jobs are necessary." 

Office of Chris Dodd ([).Conn) - aide: "That's somebody 
else's problem," 

Don Rostenkowski (D-III): "I'm in favor of a debt 
moratorium for ItalY, but talk to Representative An­
nunzio, he can do something . . .  I'm in favor of Humphrey­
Hawkins ($50 per week jobs legislation) , too," 

John Siberling (D-Ohio): "Not only do I support the Hum­
phrey-Hawkins legislation, but I'm a co-sponsor . . .  We 
have to get these public works programs through. . . 
programs for youth coming out of school. . .  When I was a 
kid the President had guts . . .  Look you guys, I'm for 
capitalism and we want to put welfare people to work . . . .  
Debt moratorium would destroy the banks, peoples' 
savings, and the world economy. . . (Throw out the 
welfare bums? ) That's what we're trying to do . . .  The 
economy is getting better. I'll never let this country go 
communist. 

Office of Donald Bonker (D-Wash) - &ide-Int'l. Relations 
ette.: "You said there would be nuclear war Jan. 31, and 
it didn't happen, "  

Non-Elected U.S. Government Officials 

Seymour Miller, Director of Int'l. Monetary Affairs, U.S. 
Commerce Dept.: " All very interesting, but I've got to get 
back to work. " 

Office of the Ass't Secretary for Economic Affairs, U.S. 
Commerce Dept., Mr. Kromiez, Staff Economist: "I 
wouldn't be interested in more material. My field is 
domestic economy . . .  " 

Government-Related Think-Tanks 

Institute for International Policy - Foreip Policy 
Specialist: "How do you come up with a policy when the 
IMF can't function anymore and the whole system has 
broken down? The Third World is waking up to their free­
dom just like the blacks in the South did. This is 
revolutionary . . .  Policy? That's the question of the year. 
Congress has no idea of the magnitude of the debt 
problem. The IMF? The whole thing is breaking down . . .  
ha ha ha ha ha . . .  " 

Newspaper Editors 

Office of James Reston, Editor-Columnist, New York Times 
- Ass't David Dunlap (Ghost-writer): "Debtors cannot 
declare a debt moratorium. Debtors can only declare a 
default. Only creditors can declare a moratorium: And 



creditors can use force! . . .  Anyway, you said therE: was 
going to be a nuclear war, and now it's mid-Feb . . .  I think 
nuclear war is inevitable. "  

The Wall Street Journal - Lead Editorial, Feb. 10: "We 
don't need any new banking laws and regulations . . .  With 
or without further 'reform' the banks will be as sound as a 
dollar . . .  " 

Finance and Industry - U.S. 

Chase Manhattan Bank (New York) - Executive: "We will do 
everything possible to survive. What you propose (a debt 
moratorium and the IDB) is rational, but if we go with it, 
it will mean an end to our power . . .  You don't expect us to 
give up our guns. Even it it means nuclear war, we prefer 
to go down with our sinking ship. You might say we're a 
corpse that refuses to be buried. " 

Lehman Brothers (New York) - Executive: "The con­
sequences of doing what you propose are so horrible to us 
tAat we will go on doing what we are doing, despite all the 
dangers. "  

Continental Illinois National Bank (Chicago) - Executive: 
"I know about Italy . . .  but I'm very busy. " 
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Continental Illinois National Bank(Chicago) - Executive: 
"We can live with an Italian debt moratorium. "  

Continental Illinois National Bank (ChIcago) - Foreign 
Exchange Dept.: "This is fundamentally not a dollar 
problem. It is a problem of the EEC currencies, of 
distortions within the float. We are looking for a 
revaluation of the Deutschmark and a devaluation of the 
French franc and the Belgian franc . . .  They'll just have 
to . . .  " 

First National Bank (Chicago) - Foreign Exchange Dept.: 
"We don't know what the hell is going on. If we did, we 
would be out there making money instead of talking on the 
phone to you." 

SA 

Professor Robert Triffin (Yale University) - Advisor to 
leading banks: "The situation is totally out of control. . .  
The IMF has collapsed . . .  We must move to the SDR as 
reserve currency." 

Finance and Industry - Europe - -

Commerzbank (West Germany) - Executive: "No Com­
ment." 

Gute Hoffnungschiitte (West Germany's largest machine 
tool company) - official: "No one here can speak about 
this today." 

ABG Telefunken (West Germany) - Executive: " Because 
we don't see any possibility of a Deutschmark 
revaluation, we don't see any need to comment." 

Warburg-Brinkman, Wirtz and Co. (West Germany) - Herr 
Brinkman: "The U.S. stock markets are buoyant. . .  It's 
terribly dangerous and highly unadvisable to talk about a 
crisis . . .  It's nothing new . . .  we've grown accustomed to 
dollar crises . . .  There are all sorts of things hapPE'ning in 
the U.S. , things dug out of the dark ; it's human nature . . .  
Your duty is to do everything you can to calm the 
markets . . .  " 

Dresdner Bank (West Germany) - Executive Kurt 
Richebicher: "Okay I agree Italy is the key case . . .  We'll 
have other moratoria . . .  Now what's the"next step after 
moratoria? . . .  You're always so black and white . . .  " 

Herr Lausen, State Finance Minister, Schleswig-Holstein 
� (W. Germany): "Debt moratorium in Italy? I'd like to 

do that too. But what can I do? "  

Swiss Banking Corporation - Executive Tulio Pel1i: "This" 
debt moratorium is absolutely new for me, even as a 
rumor it's very bad, I don't expect anything like that. . .  
Now I am on the board of Montedison International and 
I know Cefis (Italian pro-debt moratorium head of Mon­
tedison) . . .  There's nothing like what you say . . .  " 
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Dol lar Axis for Europe Crumbles; 

Seek New Int'l Monetary System 

Feb. 15 (IPS) - French President Valery Giscard and West 
German Chancellor Helmut Schmidt ensured Friday that 
"all hell will break loose with the dollar next week," in the 
words of European currency traders, by announcing their 
refusal at present to allow the French franc to fall in value 
against the West German deutschemark and the dollar. 
Giscard and Schmidt agreed at their French Riviera summit 
meeting in Nice to "intensify intervention" from both their 
central banks to maintain a stable mark-franc exchange 
rate. 

Their decision signals near-general European abandon­
ment of the "dollar-deutschemark axis" policy of Wall 
Street's  financiers and their NATO lieutenants, which first 
surfaced with the Jan. 21 attack on the Italian lira by in­
vestment and commercial banks led respectively by George 
Ball and David Rockefeller. The Wall Street policy was to 
collapse the lira, the Spanish peseta, the French franc, and 
then the rest of European currencies relative to the West 
German mark, while holding the mark's exchange rate with 
the dollar frozen. The liquidity drained from the 30 per cent 
cuts in European workers' living standards by this move 
would be used to continue international dollar debt payments 
like the combined $35 billion in French and Italian foreign 
debt, to keep the dollar stable. 

Horrified by the destruction of European trade these 
devaluations would force, European industrialists compelled 
Giscard and Schmidt, themselves virtual NATO figureheads , 
to resist their Atlanticist masters . Without the axis, the 
current high value of the dollar cannot be maintained. In 
place of the franc, billions of dollars will be dumped when the 
markets open, begging the creation of a new international 
monetary system. 

Iri meetings with USLP Chairman Lyndon H. LaRouche in 
Rome, and in their press , significant factions of these 
European capitalists have adopted various aspects of the 
International Development Bank policy, which would 
coordinate an international debt moratorium and replace the 
dollar with billions of gold-backed transfer ruble credits from 
the Soviet Union and its Comecon allies to finance industrial 
expansion. 

In the leading examples of such developments , C. Gordon 
Tether, columnist for the London Financial Times , and 
Italian press linked to the pro-IDB Cefis industrialist faction 
in Italy explicitly proposed an international moratorium; 
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and European central banks began negotiating a gold 
payments system to replace the dollar. 

These initiatives must quickly expand into a full European­
wide mobilization for the IDB if the world is to avoid a 
catastrophic complete collapse of production and trade 
around the March 31 deadline for international debt rollover. 
Unless IDB arrangements are essentially agreed on by 
March 31 and in operation by June 30, when debts for the next 
quarter come due, the ensuing collapse will plunge the world 
into an ecological holocau�t from which it will not recover. 

In his Feb. 12 column "Questioning the Validity of Debts ,"  
Tether noted the "growing support for the proposition that 
developing countries should be allowed, as a general rule, to 
declare a moratorium on their external indebtedness." He 
pointed out that "debt service is now absorbing as much as a 
quarter to a third of foreign currency earnings. "  Tether 
predicted that moratorium " will be taken up .. . in those af­
fluent world countries - and there are quite a few - that 
have developed large domestic indebtedness ."  The colum­
nist explained the growth of debt by noting that governments 
are scandalously "turning on the money printing press," 
supplying money cheaply to the banks , which "lend it back to 
the State at high rates of interest. . .  " 

Friday's L'Europeo, a magazine controlled by the Cefis 
forces in Italy, goes directly to the question of the im­
plementation of debt moratorium.  "Who will support us 
(Italy) ,"  one article asks the world, " when we cannot pay 
our debts? "  The present International Monetary Fund and 
its Wall Street masters are pointedly excluded from Italy's 
roster of potential supporters. 

II Fiorino, the Cefis financial paper, on the same day in­
vited the Third World to push more strongly for debt 
moratoria, commenting that " much more was expected 
from the Manila meeting" of the Group of 77 developing 
questions on the question of debt and reporting that issues 
left open at Manila will be resolved at the current session of 
the Paris Conference on International Economic Cooperation 
(the North-South Conference). In discussing moratorium, the 
Cefis faction has identified it as a first step to the establish­
ment of an IDB to issue new trade credits. 

The Golden Transition 
In expectation of an immediate plunge of the dollar on the 

markets next week, as well as of the coming moratoria on 



dollar debt. European Central Bank representatives at the 
Swiss headquarters of the Bank for International Settlements' 
(BIS) ate setting up a gold payments mechanism. Yale 
Professor Robert Triffin. economic consultant for Wall 
Street and the IMF. confirmed to IPS Friday that the West 
German decision to " let the doUar faU" means that a 
replacement medium for international trade payments is 
being sought. "Within the context of BIS agreements to 
support the price of gold by purchasing it on behalf of 
especially the Banque de France and other central banks . "  
said Triffin. gold will b e  made such a replacement. 

EconomicaUy. such a move will touch off a further run 
from the dollar into gold. crippling Wall Street's political 

- power internationally. Limitedto Europe. however. the new 
payments system could never coordinate internationill debt 
moratorium and support the vast expansion of new credits 
needed to expand European exports. Such a European golden 
snake is only useful as a transition to formal liaison with 
North America. the Comecon countries.  and the Third World 
in an lOB arrangement. 

Triffin noted that the Group of 19 leadership group of 
developing nations is pushing for the same kind of gold in­
ternational payments system to replace the dollar at the 
Paris North-South Conference this week. The Group of 19 
yesterday fully endorsed a Yugoslav proposal for Soviet 
participation in the talks. 

"Who is BehInd Our Troubles?" 
Across Europe. a general hue and cry has gone up over the 

effects which even the attempt at a dollar-deutschemark axis 
has alreadY had on European currencies.  trade and industry. 
Much of it represents a real potential threat to the dollar and 
NATO domination of Europe. 

In West Germany. Handelsblatt. financial paper of the pro­
East-West trade industrialists. delivered a blast against the 
"Tindemans Plan" for integrating European arms 
production • .  which includes the idea of devaluations and 
austerity for the bottom half of a "two-tier Europe. "  "the 
psychological-political results would be disastrous . "  Han-
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delsblatt stated. citing ominous " disturbances about this in 
Bonn .•• A high official of the giant Dresdner Bank. which led 
the mass sale of the dollar Feb. 12. told IPS "We cannot 
export austerity. We depend too much on the EUf"pp.an 
Economic Community. " . 

The Vice-President for West Germany of a.. dort: c'� York 
bank reported "No poliiician in an election year could just:;, 
revaluation of the deutschemark. which would hur! �er­
many's competitive export ability ."  He then quoted ': ' ... _�I' _. L 
interviews with high West German banking sources: "It 
would seriously impair economic recovery . . .  bring danger of 
high unemployment." 

In Denmark. a leading Copenhagen banker told IPS this 
week that the Danish situation was rapid�y approaching that 
in Italy and that in such circumstances , " debt moratorium is 
a possible solution. "  Meanwhile, the Danish press continued 
attacks on the Tindemans armament plan. 

These developments gave added impetus to the recent call 
by Danish Foreign Minister K. B. Andersen for expanded 
trade with Eastern Europe. Andersen. who has b!"Oken with 
leading Atlanticists and openly attacked their Zero Growth 
insanity. recently returned from top level tr'. iE! talks with 
Bulgaria. 

A 30-man group of French Gaullists. the main impetus 
behind the BIS gold payments negotiations.  issued a similar 
attack on the Tindemans Plan Feb. 11. and called for the 
formation of a Committee of National Independence. amid 
moves to dump the Giscard government. IPS interview�· it' 
Paris confirmed strong antipathy to the devaluation. 
scenario. without. however .  any overt com;mitment to the 
necessary over-all lOB approach. 

In Switzerland. leading bankers are heaviily backing the 
gold payments project, and indicated they are putting 
pressure on the government ,to "formulate plans for an an­
ticipated Italian debt moratorium and the resultant post­
dollar international monetary system. 



Third World Socialists Lead lOB Fight; 

Group of 77 Split 

Feb. 14 (IPS) - Leading Third World socialist countries and 
political factions have decided to establish themselves as a 
core leadership group, for the first time breaking with the 
false unity of the agent-ridden Group of 77 nonaligned 
countries which has functioned haltingly for two years as the 
Third World's policy-making body. Although not yet com­
pletely consolidated nor entirely self-conscious of their role, 
the group is effectively working to ensure that ongoing 
development talk� are serious, competent forums for estab­
lishing the International Development Bank. 

A call by Iraq this week to convene an Arab summit 
meeting to plan the region-wide agricultural development of 
the Middle East, together with a parallel decision by the 
Group of 77 - taken at the initiative of Yugoslavia - to invite 
the Soviet bloc to take part in North-South talks currently 
going on in Paris, indicate that this coalition of leading Third 
World forces is linking up with both the socialist bloc and the 
pro-development forces in the West in the battle to establish 
the IDB. 

Having just returned from the Group of 77 talks in Manila 
an Indian diplomat, veteran of two years of negotiations with 
little concrete result�, readily agreed that such forums had 
reached their limit of usefulness, and discussed with ICLC 
representatives the potential for more direct action within 
the framework of a smaller group of developing countries 
committed to debt moratoria. "The Group of 77 as such does 
not exist anymore," he stated, describing how the Manila 
talks had almost broken down several times. At one point, he 
asked: "What do you want me to do about the Italian 
situation? " 

For almost a year, the entire developing sector has been 
saturated with material on the IDB and debt moratoria by 
Labor Committee representatives ,  with several govern­
ments already adopting an official policy of support for the 
IDB. Now, the opportunities presented by the pro-IDB out­
look taken up by Italy's  development forces has forced key 
developing-sector countries to consider the immediate 
potential for creating a functioning IDB. 

The chief element that has shaped the current political atti­
tude in the Third World is the realization that further depen­
dence on illconclusive, drawn-out negotiations such as the 
recently concluded Group of 77 meeting in Manila, where 
agent governments and backward forces combined to 
produce an essentially impotent final document, cannot have 
any results. Instead, Iraq, Yugoslavia, left Congress Party 
and Communist elements in India, and the Algerian leader­
ship - among others - have broken with the "Third World 
family" idea and are w�ging an open political fight inter-
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nationally and against domestic reactionaries to build the 
much-talked-about new world economic order now. 

For the Third World as a whole, the chief tactical objective 
is to provide the back-up critical for I taly's pro-development 
Andreotti-Cefis-Mancini axis to survive Atlanticist black­
mail. For example, Italy's oil supplies, sharply down as a 
result of a boycott by the Rockefeller family's Seven Sisters 
oil cartel, require that such countries as Iraq, Libya, Algeria, 
Nigeria, and even Iran establish direct relations with Italy 
for the supply of oil over the heads of the Rockefeller cartel. 
In Rome and elsewhere, ICLC representatives have already 
contacted governments of oil-producing countries to foster 
such an arrangement. 

Iraq Leads the Arabs 
According to Handelsblatt, a West German economic 

daily, the government of Iraq has called for the convening of 
an Arab League summit meeting to discuss agricultural 
development of the Middle East and North Africa. In the 
clearest example of a country taking the necessary indi­
vidual initiative to organize for a development perspective, 
the Iraqis demanded that the Arab states meet at the level of 
heads of state, since "it is not sufficient to turn the problem 
over to experts, because they do not have sufficient power to 
put these ideas into force. " Two Egyptian diplomats con­
tacted by IPS quickly endorsed the call by Iraq, which has 
also apparently been accepted in principle by the Arab 
League council. 

The Iraqi initiative opens up immediate possibilities for 
setting up the sort of oil-for-technology and capital arrange­
ments between the Arab sector, ·Western Europe and the 
Soviet bloc that form the core of the IDB proposal. Together 
with moves by anti-Atlanticist forces in Western Europe to 
break with the U.S.-dominated International Monetary Fund 
and the inflated U.S. dollar, Iraq' s  moves in the Arab world 
create a ready market for European exports of tractors, 
fertilizer, and farm machinery. Such capital equipment can 
be supplied to the developing countries on the basis j>f long­
term credits issued by the IDB or a similar, transitional insti­
tution aimed at development of the Fertile Crescent, the Nile 
Valley, and other areas once both Western Europe and the 
developing sector have dumped their debt to the Dollar 
Empire. 

The key to the importance of the Iraqi agricultural 
development proposal is that Iraq is willing to make a poli­
tical fight on the issue of development. In the rest of the Arab 
sector, certain allies of the reactionary bastion of Saudi 
Arabia will move to block the Iraq move; a Jordanian diplo­
mat in effect has told IPS that Jordan sees the proposal as 
"useless . "  But forceful Iraqi organizing for the proposal, 



plus outside support, will line up progressive Arab co�ntries 
behind the idea, split key countries like Egypt and SYria, and 

. i'lolate the agents. 

Future Negotiations _ 
The Iraqi move to organize the crucial Arab sector behind 

a pro-development perspective is only an example of the 
method by which the relatively few conscious pro-IDB forces 
in the Third World can line up their potential allies for sup-

. port. As many Third World diplomats are beginning to real­
ize, the already bleak future for the developing sector threat­
ens to become unspeakably hideous in coming months unless 
the forced collapse of advanced-sector production is halted. 
As the Labor Committees have repeatedly pointed out, the 
situation requires immediate, unilateral action. Debt mora­
toria and development programs are not negotiable - they 
must be declared and implemented, with negotiations to 
follow. . West are in endless, unproductive talks around the new world 
economic order, the Yugoslav delegation proposed that the 
Group of 77 invite the socialist countries to participate in the 
North-South talks - a proposal which was immediately 
accepted by the whole group of developing countries. Despite 
reported strong opposition to the move from French Presi­
dent Giscard d'Estaing, there are signs from the Czechs that 
the Soviet bloc favors inclusion in the talks . 

The sharply limited nature of the present trade and 
development talks under various forums - the Paris talks, 
the United Nations , the Group of 77 - was noted by the In­
dians this week. The Indian leftist daily The Patriot, 
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reporting on the Manila meeting of the Group of 77, noted that 
the members of the Group had different "economic and 
social systems,"  and thus demoralized by the frus.tration o! 
seeking to negotiate with agent governments lIke Saudi 
Arabia, Brazil, et a1. - claimed that the Group " "!ould do 
well to set its sights on the possible and not waste time and 
energy in working out quixotic plans to change the present 
international economic order at one stroke. "  In sharp con­
trast an editorial in the same newspaper attacked "unre­
pent�nt World Bank economists within the (government) 
bureaucracy, " thus stating the correct target for pro-
development forces in India. . ,  In similar fashion, an ambassador from a maJo� Arab 011 
producing country told an ICLC organizer that hiS govel'!'­
ment is "highly interested" in the IDB proposal, and said 
that he would recommend that his government consider 
moving against the Rockefeller-organized oil boycott of 
Italy. . . d Such motion, which is certain to escalate I� coming �ys 
and weeks essentially solves the problem which faces Third 
World cou�tries in development negotiations. Without im­
mediate action on debt and trade, the long, drawn-out talks 
will last well into 1977, during which period the otherwise 
unavoidable necessity of implementing austerity through 
import cuts and wage-gouging will weaken regime after 
regime in the Third World, leading to a series of �igh�-wi�g 
coups d'etat. Henry Kissinger'� botched effort In Nlg�rla 
yesterday, which left the p.resl�ent of that �est African 
country dead, is merely the first In a bloody series unless the 
process is overturned. 



Presidential Statement on the Monetary Crisis 
Issued by u.s. Labor Party Presidential Candidate . _ . .  . 

Lyndon H. LaRouche, Jr,. 

ROME, Feb. 12, 1976· - 'Oniess Western
- EUrope agrees to accept an economic 

death-sentence within the next several days, the United 
States dollar and associated debt-structures will im­
mediately enter the final stage of the monetary crisis that 
began ten years ago with the collapse of the British pound. 
The present run against the dollar on the foreign exchange' 
markets, wbich the international banking community cor­
rectly perceives as an all-out panic, is the inevitable result of 
France's and West Germany's refusal to tolerate the 
devastation of the European economy through the imposition 
of a "two-tier Europe" scheme. By refusing to permit the 
forced devaluation of the French franc and other European 
currencies in the wake of the Atlanticist-forced collapse of 
the Italian lira and Spanish peseta, the French and German 
central banks have turned the entire illiquidity pressure in 
the international monetary system against the dollar. 

The same New York banking circles who provoked the at­
tack against the lira, and demanded a round of currency 
devaluations to prepare a general austerity program for 
Western Europe, are now aware that their tactic has back­
fired. The continuing attacks on the French franc, the lira, 
the peseta, and the Scandinavian currencies have become a 
feeder operation for the overwhelming assault against the 
dollar. 

It is now a matter of public record that the preponderance 
of political and industrial forces in France, West Germany, 
Italy, and Switzerland has rejected as criminal folly the 
Atlanticist scheme for the reorganization of Europe : a firm 
"dollar-deutsche Mark" axis, the political role of West Ger­
many as gendarme for European austerity, the use of the 
German currency as a buffer for the dollar, the grouping of 
the other European currencies around the mark after 
devaluations of 5 to 15 per cent. These are the Atlanticist 
financiers' terms for refinancing the $60 billion external debt 
of the European nations in balance-of-payments deficit. But 
West�rn Europe's  refusal to accept the round of austerity­
devaluations places in jeapardy the structure of $800 billion 
in illiquid dollar-denominated debts internationally, and 
therefore set forces in motion which will tear the inter­
national monetary system to shreds within a few weeks. 

In this crisis situation, the defensive measures taken up to 
this point are miserably inadequate to ward off the destruc­
tion of the European economies. The currency defense 
arrangements created yesterday between the Banque de 
France and the Bundesbank have merely changed the course 
of the flow of international funds,  not stopped it. Europe is 
still dependent on the dollar as a reserve and trading 
currency. To defend the Rambouillet and Jamaica agree­
ments is to agree to the destruction of European trade and 
production. To resist the Atlanticists ' terms will destroy the 
rule of the dollar. 

In order to prevent the chaotic collapse of the international 
monetary system and devastating consequences for world 
trade, Europe must immediately put into effect provisional 

-",ea�u!'.�s for:trade finan�i�K,and break with the dollar. 
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Nothing short of the founding of a new international mone­
tary system designed to finance international trade and 
development will end the crisis. At the present stage of nego­
tiations towards such a new system, most of the world politi­
cal leadership excluding the Atlanticists and their agents and 
dupes is agreed on the International Development Bank 
format which I and my organization have circulated since 
April 1975. The International Development Bank proposal 
would immediately freeze the destructive aspects of the 
dollar system through immediate moratoria on debts to the 
Bretton Woods institutions and international banks incurred 
through balance-of-payments deficits, and create a new 
multilateral financing institution for trade and development. 

This institution would be established by three-way 
arrangement among the advanced industrial capitalist coun­
tries , the Third World, and the Council for Mutual Economic 
Assistance countries, and create liquidity on the basis of 
treaty arrangements specifying flows of trade and develop­
ment technology. 

In the interim period during which negotiations are taking 
place towards the establishment of the International 
Development Bank, the political commitment of world trad­
ing partners towards such negotiations creates the basis for 
temporary and provisional arrangements to finance trade. 
Once debt moratoria are put into effect to forestall further 
looting of necessary production and trade by debt-service, bi­
lateral and multilateral exchanges between world trading 
partners must be put into effect to maintain the continuity of 
trade in the absence of dollar trade-financing. The basis for 
the success of such interim arrangements is the application 
of the principles simultaneously under discussion towards 
the creation of a global International Development Bank. 

The discussions I have held during the past week with poli­
tical and industrial leaders in Italy have shown that a cor­
relation of forces exists throughout Europe to put this pro­
gram into immediate effect. The anti-austerity, pro­
development faction in Italy is fully committed to the Inter­
national Development Bank perspective, and preparing to 
form a government to replace the j erry-rigged Moro govern­
ment. 

In France, the most strategically-placed leaders of the 
Gaullist movement and the majority of French industry have 
indicated their total unwillingness to accept Atlanticist aus­
terity, and are moving towards a commitment to the Inter­
national Development Bank. Several leaders of the Swiss 
financial community supporting Italian efforts towards a 
debt moratorium. In the United States , representatives of 
Midwestern banks and industrial firms have told my 
organization that moves by Europe towards debt mora­
torium and the International Development Bank are ac­
ceptable to them. 

The declaration of the Foreign Ministers of the Group of 77 
last week at Manila show that the Third World is immediate­
ly prepared to satisfactorily conclude the necessary arrange­
ments with Western Europp and other sectors. Finally, the 



Soviet Union has responded to calls by Italian nationalized in­
dustries for extraordinary measures to expand Soviet-Italian 
. trade in a positive fashion, including a call for the trebling of 
Soviet-Italian trade by Boris Borisov, Chairman of the All- , 
Union Chamber of Commerce. . . sents an opportunity to rid the world of the Atlantlclst 
financier faction, which is at a nadir of confusion and 
rlemoralization. The Atlanticists ' psychotic efforts to destroy 
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the basis for continued human existence on this planet on be­
half of the illiquid structure of dollar debt has met a major re­
versal.  The self-estimation of this faction has been summed 
up by one of its representatives as that of "a corpse that will 
not be buried - we prefer to go down with our sinking ship ."  
From this standpoint, the Atlanticists themselves have 
thrown out the possibility of rational negotiations. We must 
end their rule before they end the human race. 



Why The Dollar-Deutschemark Axis · 

Couldn 't Work 

As is now apparent, the dollar-deutschemark currency axis 
proposed by the Atlanticists is politically unworkable. The 
plan, which would have looted Western Europe and the Third 
World through a series of forced currency devaluations and 
the imposition of Nazi levels of austerity, was economically 
unworkable from its inception. 

It is premised on two interrelated horrors : the collapsing 
working class income by 20-30 per cent and the collapsing of 
purchasing power of the East bloc and Third World, thereby 
put in both Department I (the production of the means of pro­
duction) and Department II (production of the means of con­
sumption for the productive working class ) .  What is left? 
Labor-intensive slave labor projects and arms production on 
the one hand, and the purely paper currency expansion 
(based on no production of real wealth) on the other. The 
latter will destroy what remains of the world monetary sys­
tem in an explosion of Weimar-style inflation. The former 
will destroy the productive plant and the skilled work-force of 
the advanced sector, and sentence hundreds of millions to 
death in the Third World. 

The insanity of the proposal is underlined by the Jan. 20 
Money International newsletter of First National City Bank. 
According to the newsletter, there will be a massive boom in 
Europe based on the rapid expansion of the West German 
money supply, which they say would result in a 6 per cent 
rate of growth rather than a 4.4 per cent as projected by West 
German economists. Given the fact the 10 major trading 
countries (Western Europe, the u.s .  and Japan) have on 
paper the largest proportion of trade with each other, this 
new arrangement (Le. a dollar-deutschemark axis will form 
the basis for a holding action for Europe as a whole - a hold­
ing action until the "recovery" begins. 

The newsletter then proceeds to provide paper calculations 
to prove that these plans will work. But beyond this book­
keeping ruse, the dollar-deutschemark scheme falls apart, 
into a nightmare of Schachtian levels of austerity and the 
chaotic collapse of the world economy. 

What is the Western European Economy? 

The Western European economy is the world's  most finely 
tuned trading machine. Its internal relations must be taken 
as a whole, and conceptualized as a feeder operation for its 
vast export product. Over the last year, some $300 billion 
worth of product was exported. This breaks dOwn roughly 
into $ 150 billion exchanged between Western Europe and 
other trading partners, mainly the U.S . ,  Japan, the East bloc 
and the Third World. The remaining $1 50 billion was ex­
changed between European national sector economies - i .e. 
with Europe itself. 

The exchange of goods and services between European 
national sector economies amounts to the majority of each 
country's exports. West Germany, for example, markets 50 
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per cent of its exports in Western Europe. What is being ex­
changed is the production of Department I, which is needed 
to maintain plant, equipment and nature, and the production 
of Department II, the goods and services, which are required 
to maintain the productive working class. 

The destruction of this process is the entire premise of the 
"dollar-deutschemark" plan. By attempting to establish 
stable currency relations between only the u.s.  and West 
Germany - at best - the Atlanticists are proposing to create 
a situation of endemic chaos among European currencies. 
With the currencies fluctuating wildly, trade will come to a 
virtual halt as no one will be able to tell the value of their 
goods from day to day. 

The net profit of the European economy is realized in the 
form of $1 50 billion in exports to the non-European sector. 
This net profit was prevented from collapsing over the last 
year principally by increased exports to the Third World and 
East bloc ; exports to Japan and to the U.S .  were off sharply. 
But under the "dollar-deutschemark axis" arrangements, 
credit which has been made available for trade to the East 
bloc and Third World will be cut off in order to support 
weaker currencies from falling through the fJQOr:�_ _ ___ _ _ _ _ _ _ _  _ 

But the dollar-deutschemark policy poses another 
devastating contradiction. While the Atlanticists propose 
that somehow exports (non-European trade) will be main­
tained, they are deliberately deciding not to pay the absolute­
ly necessary constant capital and variable capital costs re­
quired to maintain the productive labor power of the Euro­
pean working class. The enforced reduction in the exchange 
of goods, services and technology implied by the plan will 
thus destroy the ability of the working class to produce for 
profit - i .e. export. 

Essentially, the Tindemans plan for increased arms pro­
duction would substitute exchange of weapons systems for 
the previous intra-European exchange of Department I and 
Department II production. Leaving aside the question of 
whether such exchanges will be possible under the chaotic 
currency situation described above, such a substltutlon 
would destroy the basis for continued production in Europe. 
As should be obvious , one cannot eat j et aircraft nor ride to 
work in a machine gun. 

While capitalist bookkeepers would assign monetary 
value to arms production, their manipulations will guarantee 
a breakdown of the finely tuned trading machine. As was the 
case the last time such policies were employed - by I.G. 
Farben, the Krupps et al in Nazi Germany from 1937-41 - the 
skilled working class of Europe will be totally destroyed. 

As a result of such production policies - the only ones pos­
sible under the dollar-deutschemark or similar schemes -
all currencies including the Deutschemark and dollar will 
suffer Weimar style inflation, since no realizable wealth will 
have been produced. 
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The Paralysis of the 

Government in Wash i ngton 

by Criton Zoakos 
Feb. 13 (IPS) - A massive political crisis is about to erupt in 
Washington as a result of the combined impact of three 
impasses in government functioning : a four-way factional 
deadlock in President Ford's  White House, the resignation of 
the U.S.  Congress to a state of virtually unshakable apathy 
tOwards the present world and domestic economic crisis, and 
the near detonation stage reached in the proceedings around 
Congressional intelligence investigations . 

What most foreign governments . as well as political 
analysts have so far failed to take into account in efforts to 
arrive at a competent estimation of political processes in the 
United States is the fact that policy formulation and imple­
mentation in this country has for a long period been con­
ducted by a conspiratorial arrangement which has been 
assigning pre-choreographed roles to both Congress and the 
White House in order to maintain its own invisibility. 

As a result of the ruling-class fight around the nuclear 
strategy issue (which also accounts for the "Halloween 
massacre" last fall) , this invisible government arranl!ement 
has now broken down to four visible factions who are at war 
with each other. This state of affairs accounts for the miser­
able failure of the dollar-deutschemark axis tactic. As an­
nounced last week by the Wall Street Journal, the Money 
Manager and other financial mouthpieces, the West German­
U.S.  axis was supposed to enforce throughout Western 
Europe a one-shot 20-30 per cent reduction in living standards 
to prop up the world dollar-denominated debt structure. 

Right now, the executive branch of the United States 
government is caught hopelessly in a deadlock among four 
groupings which disagree on nearly all but one issue, the 
need to urgently hush up the now explosive intelligence in­
vestigations. These four factions are the Averell Harriman­
George Ball grouping of New York banking interests ; the 
Rockefeller-Kissinger group ; forces around former Presi­
dent Richard Nixon which have returned to Washington ; and 
President Ford's tiny rapidly shrinking base of personal 
influence. Ford's base is sometimes associated with the 
Chicago industrialist factions which with the 'support they 
threw behind Defense Secretary Donald Rumsfeld last fall 
made possible the victory of the Harriman-Ball-Kennedy 
strategy of flexible response over the Schlesinger doctrine of 
'�limited" nucle�r war. 
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Ironically for Messrs. Harriman et aI . ,  their ability then to 
significantly diminish Rockefeller's political clout in both the 
White House and Republican circles generally has made the 
present Nixon comeback possible. Right now, significant 
forces in the Ford cabinet, including Secretary of the 
Treasury Simon as well as the Secretaries of Agriculture and 
Interior, are solidly in Richard Nixon' s  camp. This newly 
emerging camp also includes high officials in the White 
House, the Domestic Council, and the Council of Economic 
Advisors. 

This Nixon comeback since the Halloween Massacre is now 
having the effect of paralyzing the Harriman-Ball strategy of 
retrenchment from the Third World and concentration of 
defenses in the Atlantic Community proper. Purely for 
reasons of personal pique, Nixon will continue to go to the 
limit exploiting memories of his old China policy in order to 
facilitate a domestic political comeback. Thus the present 
Nixon caper has had the effect of checkmating the foreign 
policy initiatives of the only group of financiers that could 
have replaced the temporarily defeated Rockefeller 
machine, the Harriman-Ball group. 

Since the beginning of the New York bank's offensive 
against Italy and the rest of West Europe, they have been 
carrying out their policy relying only on those instruments of 
coercion available to them through their professional 
channels without the possibility of drawing on the full 
resources of the foreign policy-making apparatus of the 
executive. 

Congress Forced to 

Drop Out Of Politics 
Accompanying the hopeless policy paralysis in the ranks of 

the invisible government last week, there was a virtual overt 
resignation of the U.S.  Congress from any and all issues of 
the real political universe.  USLP spokesmen on Capitol Hill 
last week encountered an unprecedented climate of misin­
formation, bewilderment and unwillingness to face up to the 
critical situation both in the international markets , the 
domestic economy, and their political implications . 

Since Feb. 9 the most fierce battle of financial warfare has 
been raging throughout Western Europe. However, not one 
single solitary Congressman or Congressional aide, espe­
cially in such relevant committees as Banking and Currency, 
International Relations, and so forth, even knew what was 



going on in the international markets . or had concerned 
themselves with actual policy formulation. All efforts of 
USLP spokesmen and specialists to open up the issue met 
with universal reluctance to broach the subject. 

The air of apprehension on Capitol Hill .  as occasional poli­
tical spokesmen more or less freely admitted.  was directly 
due to the fact that no word has been coming down the pipe­
line from the behind-the-scenes spokesmen who usually 
mediate policy between the invisible government and 
Congress. There is a certain eerie climate of impotence and 
bewilderment. as a result. reminiscent of the state of mind 
that overtook the Kerensky cabinet in its last days . 

Nonetheless. this climate of fear and indecision is not at all 
unrelated with the actual terror operations that the invisible 
government is presently carrying out to protect its control 
apparatus from the menacing inroads of primarily the Pike 
Committee. It is public knowledge that members of the Pike 
Committee are continuously subjected to personal threats. 
For the most part of the last two weeks.  they have been com­
pletely inaccessible to the public . 

The Lid About to be 
Taken Off the Invisible Government 

The Pike Committee either already has . or is close to 
having. the complete picture of precisely how the invisible 
government has been controlling the United States popula­
tion. This includes information on the total control of the 
country's mass media by intelligence agencies - a control 
that goes way beyond the miniscule. tame revelations so far 
made public concerning Walter Cronkite. John Chancellor. 
and the so-called list of 200 top CIA journalists. The Pike 
Committee findings have also penetrated through the actual 
role of the CIA in the Watergate hoax with leads that could 
easily establish conspiratorial collaboration between the 
Rockefeller family and the Kennedy family covert opera­
tions capabilities. Lastly. it is very likely. according to cir­
cumstantial evidence available to the ICLC. that the Pike 
Committee may have developed material that could lead to 
resolution of all ambiguities behind the assassination of 
President Kennedy and to revelation of CIA activities and 
infiltration in the Soviet Bloc of the " Schwarze Kapelle" 
type. i .e. CIA operations that are made to look like Soviet 
intelli gence operations against the U.S .  - as for example. a 
full investigation of the alleged defector Yuri Lysenko would 
probably reveal. 

At this point. it becomes crystal clear what choices 
Congress is now facing which have unleashed an unprece­
dented wave of fear over Capitol Hill. The choice is the 
following : if the Pike Committee' s findings are silenced by 
invocation of raison d ·etat. the domestic operations aspect of 
the invisible government - including total control of the 
mass media and social engineering operations against 
Congress itself. such as those undertaken by the super­
secretive Earlie Foundation - will be s anctified by Congress 
and will thus guarantee the immediate imposition of a fascist 
police state with the Congress' complicity. 

The other choice is for Congress to put up a fight and make 
its findings public at which point the post World War II invis­
ible government apparatus in this country will be destroyed. 
This latter option will force Congress to take up its presumed 
Constitutional responsibilities and without relying on the 
policy resources of the invisible government shape the 
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necessary policies to get the country out of its present grave 
crisis. This prospect inspires absolutely paralyzing terror 
among those members of Congress whose intellectual endow­
ments range from the mediocre to the outright incompetent. 

Nonetheless. as tens of thousands of citizens have been 
requesting from the intelligence community copies of the 
files maintained on their persons according to the provisions 
of the Freedom of Information Act. the awareness of a 
massive conspiracy that has been manipulating the country 
is rapidly taking concrete political shape. What is terrifying 
Messrs. Rockefeller. Kissinger. Kennedy. Church. Nixon. 
Harriman. Ball et al. is that the lid of approximately 30 years 
of secrecy is about to be taken off and a veritable social vol­
cano is about to toss them out of power. 

Catalytic Impact of the 
U.S. Labor Party 

Many of the Labor Party's collaborators on the issue of 
economic development and other potential allies have tended 
to err on the unique catalytic impact of the Labor Party in 
coagulating this above process. A mere review of harass­
ment statistics against our organization in especially recent 
weeks leaves no doubt that the number one obj ective of all 
combined fractions of the invisible government apparatus. 
most emphatically including KennedY's muscle in the CIA. 
FBI.  LEAA. the Mafia. and the a gents in the trade-union and 
Social Democratic layers . is to contain the USLP's explo­
sively growing influence in the broader strata of the working 
population. This battIe is still being fought and has not been 
decided yet. If the USLP. with its limited material resources 
is finally defeated in this effort. there will be absolutely no 
chance for survival among any still fighting forces in 
Congress. 

If .  on the other hand. we are successful in our counter­
punch operations against this massive harassment. certain 
now-seemingly surprising developments will follow. To 
understand such likely future developments one must now 
consider another battle that has alreadY been fought between 
us and the combined forces of the so-called invisible govern­
ment. a battle which we have already virtually won. This 
concerns the contest over actual economic program and 
scientific competence to analyze. predict. and treat actual 
economic processes. Indisputably. even according to testi­
monies and admissions of Congressional insiders . every 
Rockefeller-Kennedy et al controlled think tank has been dis­
credited in the eyes of Congressional circles when their 
record has been compared against the record of analyses . 
predictions. and policy recommendations of the U.S.  Labor 
Party. 

What is preventing this acknowledged intellectual hege­
mony of our forces from being realized in the shape of actual 
policies or policy debate is the overwhelming climate of fear 
and intimidation that has now reached a new climax in the 
effort to silence and disband Congressional investigations 
into the gross illegalities of the so-called intelligence com­
munity. Breaking the operations of containment and harass­
ment of the U.S. Labor Party is now in the direct interest of 
all those forces both in this country and abroad who are con­
cerned with avoiding the descent of fascist dictatorship in 
this country and with the tasks of building a productive new 
world economic order that goes beyond the shambles of the 
Atlantic community. 



Up The Ante On Italy Fight 

Feb. 1 5  (IPS) - The U.S. Labor Party has generated 2 ,500 
calls per day to Congressmen and parliamentarians in the 
U.S. and Canada over the past week to put a stop to Wall 
Street's continuing destruction of the Italian economy. 
Although large sections of the continental trade union 
bureaucracy are now moving behind the Labor Party's 
mobilization, elected officials have yet to take decisive action 
in support of an Italian debt moratorium and an immediate 
end to the bank-dictated oil embargo on Italy. In the coming 
week, an all-out mobilization of the U.S. and Canadian 
working class must raise hell with these public officials until 
those decisive steps are taken. The targets remain : 

Coqreu and ParUament 

Completely in the dark about the Italian crisis until in­
formed by their constituents, many Congressmen succumb 
to terror during the first words of U.S.  Labor Party briefings. 
A significant and growing number however recognize the 
debt moratorium and the USLP's Emergency Employment 
Act as the only existing policy solutions to the depression 
crisis - but they have not yet moved. Briefed by the Labor 
Party at a New Jersey political meeting on Feb. 14, Rep. Ron 
Dellums (D-Calif) became the third U.S.  Congressman to 
voice support of the debt moratorium.  Rep. Dan Rosten­
kowski (D-Ill) of Chicago told Labor Party supporters this 
week that he was behind the debt moratorium but suggested 
calling on his colleague, Congressman Annunzio to get the 
job done. 
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State legislators ancI local officials 
Under direct and increasiq pressure from their con­

stituents, state and local officials in greater numbers are 
joining the USLP in pushing Congress to stop the rape of 
Italy. One Massachusetts mayor informed the Labor Party 
that he will discuss the Italian situation with Sen. Edward 
Kennedy (D-Mass) . in a Feb. 16 meeting. New York State 
Assemblyman Greco from Buffalo, a city with a substantial 
Italian-American community, is preparing a statement of 
support for Italy. 
Trade union bureaucracy 

The USLP is focusing the fight against U.S. austerity 
around the fight to save Italy. Five trade union bureaucrats 
have requested Labor Party educationals for their member­
ship. Ray Johnson, UAW local 3 education director at Dodge 
Main in Detroit is organizing plant committeemen to a Labor 
Party educational in the local union hall. After returning 
from a trip to Italy with their colleagues, half a dozen 
members of the Toronto Canadian-Italian Trade Union 
Council joined with the Labor Party in circulating a telegram 
in support of Italy to Parliament and are mobilizing their 
membership behind the USLP campaign. 

Other bureaucrats have responded to the challenge to 
move by asserting their adamance in opposition to the 
Atlanticists' dying austerity plan for the U.S . ,  the Humphrey­
Hawkins bill. But many labor .hacks who desperately need 
classes are too stupid to ask for them. "What has Italy got to 
do with me? " asked one. "Italy's not in my union,"  said 
another. In the next week, the lesson must be rammed home. 



The Schachtian Grab Bag 

From conservative Chamber of Commerce Babbits to 
liberal Eastern financiers, U.S.  capitalists are throwing up a 
grab-bag of Schachtian austerity plans for federally coor­
dinated looting of working-class income. 

With dissension among the various factions as to how to go 
about implementing a national fascist economic policy and 
with tremendous resistance from the U.S .  Labor Party­
organized working class , the proponents of such schemes 
lack the muscle to get them past the first stage, i .e.  passage 
through Congress. 

Meanwhile, on a city-by-city, industry-by-industry, plant­
by-plant basis, corporate and banking chiefs are im­
plementing their own, aggravated " cost-cutting" schemes 
against their workers - and their nearest capitalist com­
petitors as well. 

The U.S. Chamber of Commerce (USCC ) ,  the same trade 
association that spearheaded the witch-hunts and strike­
breaking schemes that broke the back of the U.S.  labor 
movement during the McCarthy years , led this week with a 
scheme to eliminate all income support programs. In a 
speech before the American Management Association, Carl 
Madden, chief economist of the USCC, spelled out a Third 
Reich policy of "full employment" based on the forced 
dumping of all unemployed workers and able-bodied welfare 
recipients onto the labor market. What Madden asked was 
that every worker be pushed into the over-crowded job 
market, by junking such income-support programs as 
welfare, food stamps and unemployment compensation . 
"Before long," the economist said, "we are going to have to 
look again into whether we should guarantee people a 
minimum cash income. "  President Ford's  announcement 
this week that he will reduce by half the 18 .9 million people 
now on food stamps coheres with the USCC sc�eme. 

Madden also demanded that the minimum wage laws be 
struck from the books for teenagers to force them into make­
work employment at below-subsistence wages. The Feb. 7 
New York Times in a lead editorial seconded this scheme for 
"modifying minimum wage laws , "  which, according to the 
Times, will "avoid shutting low-skilled young people out of 
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jobs and man-power programs to improve their skills and 
access to jobs . "  

The enabling legislation for another scheme hailed b y  the 
New York Times managed to sneak through Congress two 
years ago. It revolves around Sen. Jacob Javits' (R-NY) 
Employee Retirement Income Security Act (ERISA) whose 
funding requirements for corporations "raise the prospect 
that the cost of compliance will cut into the pay raises of 
many people this year and next ."  Under ERISA, which was 
passed in 1974 and portions of which went into effect last 
month, the Times state hopefully, workers will have to ac­
cept lower wage increases as a trade-off for employers being 
forced to make additional contributions to pension funds . The 
Times speculated that someone - either the employers or 
employees - will be forced to contribute upwards of an 
additional 30 per cent. These funds, which have been un­
derfunded by capitalists' own past looting practices , have 
continued to be looted by poor investment practices. Through 
corporate investment of pension monies , such diverted 
wages end up as a new pool of liquidity to maintain basic 
debt-structures - the original intention of the Javits bill. 

A simultaneous assault is being conducted by large cor­
porations on the hard-core unionized skilled workforce, 
through in-plant speed-up and wage looting. The whopping 49 
per cent increases in fourth quarter corporate "profits" is 
mainly due to "higher worker productivity" and a "slower 
rise in labor costs ,"  admits the Wall Street Journal. 
Referring to General Motors , where profits reached record 
levels, one Wall Street analyst confessed that "conditions in 
the auto industry must be hell ."  

GM Chairman Thomas Murphy, long known as  a "go-it­
alone" type among corporate layers, remains unsatisfied 
with current speedup levels.  In the pages of the Detroit News 
this week he announced to hundreds of thousands of auto 
workers that "increased worker productivity" will be the 
main issue in upcoming contract negotiations.  Under such 
conditions , workers will drop at the assembly lines like flies 
to m aintain GM's equity. 



Behind The Lockheed Scandal -

Atlanticists' European Arms Drive 

Feb. 10 (IPS) Sen. Frank Church (D-Idaho) , this week used 
his chairmanship of the Multinationals subcommittee of the 
Senate Foreign Relations Committee to expose multi-million 
dollar payoffs by the bankrupt Lockheed Aerospace Cor­
poration to the Rockefeller family's political networks in 
Western Europe and Japan. Carried out on behalf of the 
Harriman-Ball financier faction the intent of the Church ex­
posure is to shake up European defense ministries which 
these old Rockefeller networks control or influence, clearing 
the decks for implementation of stepped-up arms production 
under the corporatist Tindemans plan in Europe and a 
similar arrangement in Japan. 

In addition, the exposure of the dirty management dealings 
of Lockheed, a corporation whose continued existence is 
based on government bailout funds, is intended to create a 
climate of outrage in the U.S.  that would find a suitable outlet 
in the various pieces of legislation calling for corporatist reg­
ulationofU.S.  corporations. This regulation itself could also 
help in stifling opposition to transfering NATO armaments 
contracts to the Europeans under the Tindemans plan. 
Yesterday, Sen.Barry Goldwater (R-Ariz) ,  representing the 
aerospace industry, attacked the Senate Foreign Relations 
Committee bill to restrict foreign arms sales for "conceding 
important market advantages" to the Europeans. . 

Rocky's Bilderberg Hit 
So far, the Lockheed bribe scandal has tarred West Ger­

man Neo-Nazi Franz Josef Strauss ,  Holland's Prince Bern­
hard, and several figures in the Japanese right wing. 
Bernhard, inspector general of the Dutch armed forces, is 
the founder and titular head of the Bilderberg Club, a 
grouping of industrialists , politicians and financiers that 
comprised the key deliberative policy body of the Rockefeller 
brothers' supranational government. Bernhard, a former 
Nazi SS officer still presides over Bilderberg functions which 
are attended by David Rockefeller, Gianni Agnelli of FIAT, 
Strauss and others. As a member of the Dutch Royal family 
which owns a controlling interest in the Royal Dutch Shell oil 
combine, Bernhard is a likely target for the press and Wall 
Street's congressional water boys eager to show their clout 
against Rockefeller and his "Seven Sisters" oil cartel. 

Strauss,  a long time Rockefeller ally, will soon find the 
scandal breaking around his head after Congress reconvenes 

next week. It could hardly be avoided : the Bavarian 
Christian Social Union chief tan was the West German 
Defense Minister during the 1 960s F-104 "Starfighter" 
scandal. At that time, Strauss personally - -

hisisted on 
magnifying the boondoggle by adding every possible extra 
feature to the original Lockheed model. Inspite of Strauss' 
expensive embellishments, the Lockheed frame was so badly· 
constructed that · many pilots lost their lives in routine 
training flights. 

In Japan, the revelations of bribes have already rocked 
both ri ght wing forces and the government of Liberal 
Democratic Party Prime Minister Takeo Miki. While the 
complicated repercussions of the scandal for Japanese 
politics deserve a full treatment by themselves, it is clear 
that it will spur the development of a Tindemans-Iike . 
domestic defense industry. Already the scandals have begun 
to have their desired effect. Yesterday, the Japanese govern­
ment cancelled a $ 1 . 3  billion contract with Lockheed. 
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Could Backfire 
While the Modus Operandi currently being employed by 

Church and his associates - controlled leaks directed 
against selected targets- is identical to that which he suc­
cessfully used to engineer the takeover of the CIA by Harri­
man-Bail forces, the thus far tightly controlled "scandal" 
has the potential to backfire. 

. 

Observers on Capitol Hill point out that even a cursory 
examination of Lockheed's 1960s contract to NATO countries 
for the infamous "Starfighter" will reveal shady dealings 
with such figures as Italian industrialist Gianni Agelli whose 
FIAT Aeritalia was the sole Italian arms producer to parti­
cipate in the Lockheed contracts. Such a scandal will destroy 
Agnelli ' s  ability to be deployed against pro-development and 
pro-debt moratorium forces now consolidating in Italy. 

The Church committee, meanwhile is doing everything 
possible to avoid going too far in exposing the "Strauss 
connection. '� Pentagon sources told IPS today that one 
witness asked in an executive session of Senate sub­
committee hearings on Lockheed whether the committee 
" wanted to hear about" Lockheed's  role in sending arms into 
Eastern Europe via "third parties" like Strauss. Sens . 
Church and Charles Percy (R-Il l . )  responded : "That subject 
will never be raised at these hearings again. "  



' Wall; Street �trongarms 

. ChicagQ; :Capitalis� Opposition 

. Feb. 14 (IPS) - rile Wall Street financier network dispatched 
Its persOnnel this' 'week for a major ilI'Intwisting and terror C 
operation against their potential opposition among the pro­
duction-based trade-oriented bankers and industrialists in 
Chicago. The operation, immediately aimed at halting the 
tentative ,et dangerous Chicago support for anti·austerity 
factions in Italy, is part of a larger attack by the Wall Street 
grouping which has already zeroed in on the aerospace sector 
via Lockheed and Boeing as a potential focus of opposition. 

'. The coordinated attack included visits to Chicago this week 
by congressional hatchetmen Sens. Frank Church (D· Idaho) 
and William Proxmire (D·Wisc) and Washington Post 
publisher Katherine Graham for public speaking 
engagements and less public "talk. " Simultaneously with 
their visits, Graham's Post began a major Watergating 
operation against the second largest Chicago bank, Con- . 
tinental Illinois. 

Earlier in the week, IPS learned that Continental Illinois 
lid been bucking the New York banks' Italian credit em· 
bargo and had pumped nearly $150 million into Italy. Other 
Chicago spokesman indicated that Chicago was prepared to 
accept and support an Italian debt moratorium "if it comes 
to that. " 

By week'S end fiowever, the terror operation had forced a 
total-reversal. A spokesman lor Continental Bank told IPS 
vesterdaJ that "(an Italian) debt moratoria is unthinkable . . .  

'We'll just keep up the pressure for another t wo  weeks and 
lbey (the Italian opposition) will collapse. " 

IP' -r ..... . ..  ...,. ... . --. .  � . . .. ... .. ... -....,. - -

CIlurcIl Carries 'l'b  Cross 
ContiMiltal'i new poSition is identical to that of Senator 

, Chureh, who arrived in Chicago in midweek for a closed-door 
meeting with the Chicago Sun Times, the Tribune, the Daily 
News, and the Chicago bureau of the Los Angeles Times. 
Church, wbo has led the factional attack on the aerospace 
industry through his chairmanship of the subcommittee on 
multinatio�ls of the Senate International Relations Com­
mittee, also made an address to' the KeMedy·linked Center 

, for the Study of Democratic Institutions - marked by its 
''blandness. 

In private meeetfngs, Chureh -delivered a waming to the 
Chicago interests along the lines of a statement he made to 
U.S. Labor Party organizers "If they (the Italians) don't pay 
their debts, then they will go bankrupt. And if they don't pay 
1he1r debts, then they will get no more credit . · ·  

'the Continental scandal, timed to break while Church and 
�mire, who heads the Senate banking Committee, were in 
Chicago, was the backup needed to show that Church meant 
business. Testifying before the House Banking Committe& 
��ur Rot"� the 'or�� chairman of tht Fr�nklin Nationat 
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Bank, charged that Italian financier Michael Sindona, David 
KeMedy, the former chairman of Continental and the 
Treasury Secretary during Nixon's  first term, and the 
current controller of the Currency James Smith have con­
spired to cover up their roles in the collapse of Franklin. (The 
bank collapsed in 1974, the largest bank collapse in U.S.  
history.) Roth, who was brought in at the last minute as a 
" special witness ,"  said, "it (the alleged conspiracy) smells 
bad, it smells very bad." Committee Chairm"an Rep. Ben- -
jamin Rosenthal immediately dispatched investigators out to 
Chicago " to get to the bottom of what is going 00. " The in­
vestigators Quickly zeroed in on Continental.  

With Post publisher Graham in Chicago, the Washington 
paper featured the coverage of the scandal, two days after 
the testimony. Graham meanwhile told a Chicago Economics 
Club that the Post had every right to expose the banks on the 
U.S. Comptroller of the Currency's "problem list. " These 
exposes had thus far been used as factional tools against the 
Rockefeller·family controlled banks by the Harriman-Ball 
faction. Now anyone is going to be fair game, Graham in· 
dicated. \ . 

To drive the point home. she reminded her Chicago 
audience that if her paper had exposed who was behind the 
Franklin National collapse when they first knew of the banks 
4mpending disaster, "maybe it could have been a voided." 

Chicago Retreat 
The message carried by Church, et al has apparently 

gotten through to Chicago. As of last week, the U.S. Labor 
Party had six permanent and at least a dozen "unofficial" 
liaisons with Chicago businessmen. This grouping regularly 
discusses the changing correlation of forces aroUnd the 
USLP's International Development Bank proposal with 
party spokesmen. Another larger grouping "hates talking 
with Communists," but nonetheless readily accepts regular 
phone briefings from the Labor Party. Yesterday, only three 
out of 40 attempted phone calls were either returned or put 
through. 

Aside trom extricating themselves from Atlanticist armt­
wisting, the Chicago industrialists flave no fundamental 
interest in supporting Atlanticist policy. On the contrary, 
such policy would destroy their basis of existence - world 
trade - a point which several industrialists and bankers 
recognized immediately in connection with the proposal for a 

dollar deutschmark currency axis and the destrUction of 
Italy. " Look, we would like to see a strong govemment in 
Italy, capable of implementing the necessary austerity 
programs," one financial spokesman told IPS, ' but this 
doesn't look likely." "Rather than destroy the world 
economy, " the souree continued, "the idea of debt rnoratoria 
is something that we could live with. . .  . � .  _ __ � ...... . � __ ..:a... . __ _ _ _  . 



Pi ke Com m ittee Report Leaked 

To Set Stage for U . S .  ' Secrets Act ' 

Feb. 14 (IPS) - The Harriman-Ball financfer grouping this 
week orchestrated the leaking of portions of the final report 
of Rep. Otis Pike's House Select Committee on Intelligence to 
the CIA-linked New York Village Voice, in defiance of a 
House vote banning publication of the report. This move is an 
attempt to create the environment necessary to ram through 
an "official secrets act" which would impose police-state 
sanctions against any person found guilty of disseminating 
information on the intelligence community. 

President Ford has already proposed "jail terms for of­
ficials who leak secrets, "  and knowledgeable Washington 
observers say that the result of the Intelligence Community 
revelations will be "less Congressional oversight and an 
official secrets act . "  

The Voice leak also accused Secretary of State Kissinger of 
' lying, having a "passion for secrecy, and of trying to control 
dissemination and analysis of data ,"  further discrediting the 
Secretary and continuing the isolation of the Rockefeller­
Kissinger forces and their removal from control of the in­
telligence apparatus . 

Despite this manipulation of the leaked CIA exposes, their 
use by the Harriman forces has also created a public climate 
which threatens to backfire. The mass of information on 
Intelligence Community control of U .S .  politics and the 
media already publicized by Congressional inquiries and the 
U.S .  Labor Party has created widespread public suspicion 
which threatens to tar all the invisible government factions 
now vying for control of the U.S .  government. Furthermore, 
there are indications that the Pike Committee had begun 
unraveling the details of CIA involvement in Watergate, the 
Kennedy and King assassinations , and gestapo networks run 
by Kennedy and Rockefeller. 

Push for Official Secrets Act 
Kissinger responded to the leak as profiled, hysterically 

screaming that the leaks were Congress'  fault and that they 
had subjected himself and the Ford Administration "to a new 
wave of McCarthyism."  Threatening to resign, Kissinger 
assailed the Pike Committee as "totally irresponsible ,"  and 
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insisted that Congress must be stopped from making leaks. 
President Ford said through his press secretary that it was 

his "disposition" to believe the leak "came from Congress" 
and volunteered "all services and resources of the executive 
branch" including the FBI to find the source of the leak. Ford 
has proposed that the CIA Director be given control over all 
other intelligence agencies and that he be made a White 
House advisor on ' intelligence matters, removing any 
Congressional control . ' 

Counterattacking, both Pike and . fellow Committee 
member Rep. Giamo (D-Conn) charged that the CIA itself 
leaked the report. " It would be in their (CIA) advantage to 
leak it to that publication (the Village Voice) ,"  Pike 
declared. "All the leaks make the Committee look bad." 
Giamo seconded : "Who gains from this?  Remember, the CIA 
is very adept at covert actions . "  

The subsequent disclosure that Voice journalist and long­
time CIA agent Nat Hentoff was involved in the leak, through 
an outfit called "Reporters Committee for Freedom of the 
Press ,"  strongly supports the Congressmen's charges. The 
" Reporters Committee" also dishonestly disclosed the name 
of CBS correspondent Daniel Schorr as its source for the 
report, thereby setting up Schorr, who has been the source of 
several damaging exposes of illegal CIA activity. 

As evidence of a terror operation aimed at ensuring the 
silence of Pike and members of his committee, Pike told an 
audience in Farmingdale, Long Island on Feb. 7 that four 
shots had been fired at his auto as he was driving to the 
meeting. The shaken Congressman related that he had pulled 
over immediately, and found no bullet holes in the car. "I 
thought, 'whew, they missed me' , "  Pike said, "but then I 
discovered I had a flat tire ."  Pike also said that a friend in 
the Riverdale, Long Island police department had warned 
him that people were out to get him. 

Similarly, committee member Rep. Ron Dellums (D-Calif) 
told the Washington Post that "this has not been the most 
earthshaking investigation , "  but that for him it has been 
" frightening. " 
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Thi s  we ek ' s  announcement by the Feder al Re serve Board that 
indu strial ou tput ro s e  in January by . 7  per cent and the Labor 
Depar tment repor t that the unempl oyment rate dropped from 8 . 3  to 
7 . 8  per cent ar e being bo th naively and del iberately mi srepre ­
s ented a s  evidenc e o f  the s treng th o f  the so-cal led economic re­
covery . In i t s  review o f  the . l a te s t  indu s tr i al produc tion f igure s 
the New York Times economic s  repor ter Edwin Da l e  wr ites today that 
" the nation ' s  economy continued i t s  re covery from rec e s s ion i n  
January . "  Pre s ident Ford s peaking Feb . 6 before a aud i enc e o f  
Nor theas tern Repub l icans from Northe a s tern s tates said tha t the 
emp loyment f i gures we re " very good economi c ne,'ls . "  The Pres ident 
then conc luded that " v i r tua l l y  a l l  of the jobs los t dur ing the 
rec e s s ion have now been re covered . "  

Such forec a s t s  can bes t be l ikened to infamous remarks by 
Herbert Hoover about " prosper i ty be ing j u s t  around the corner . "  
Be they aren ' t  the b l a ther ing o f  s ome inconpetent economi s t  or 
the wi shful think i ng o f  s ome near bankrup t c apital i s t , the 
appe ar ance in the med i a  i s  po l i tica l l y  motivated . By the time 
the s e  mi s repres enta tion s have been f ina l ly condui ted into ma j or 
newspaper s l ike the New York Time s they have already P9- s sed 
through s everal check po ints at which a del iberate pol i t ic al de­
c i s ion wa s made to l i e . Often the s tor i e s  are commi s s ioned to be 
wr itten a s  l ie s . 

Pre s ident Ford and h i s  incompetent advi sors may s incerely 
be l i eve that the hodge-podge o f  mea sure s they c a l l  the ir economic 
po licy is producing a " recovery " Even by the ir own s tandards how­
ever , they have tended to exagerate a l l  f igur e s  us ing them a s  the 
ma j o r  sub s t ance o f  ar gumen ts for a reduc tion in federal contribu­
tions to income support programs and for reduced gover nment spend­
ing gener al ly . Ford has been c areful in hi s pub l ic s tatements to 
s tre s s  that al though thi s " re covery " has  begun , i t  i s  extreme ly 
fragi le , and wou ld no t s tand exc e s s ive demand s  for wage increa s e s  
dur ing upcoming contr ac t  negoti ation s . 

Interna tiona l ly the talk o f  a U . S .  recovery i s  being u s ed to 
convince an export dependent Europe that the wor ld ' s  l arge s t  
export market, the Uni ted State s , i s  getting better . Atl antic i s t­
l inketi We s tern European pre s s  have g iven prominent cover age to 
news of U . S .  recovery . Such coverage i s  an attempt to prove to the 
d i sbel ieving Europeans tha t the re is l i t t l e  reason to cons ider 
breaking wi th the do l l ar emp i r e . 
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THE RI SE IN PRODUCT I ON 
· . .  AND THE C OLLAPSE OF RETAIL SALES 

Whi l e  it is s ti l l  too ear ly to as s e s s  the accuracy of the 
January indus tri a l  produc tion f igure s , the under ly ing trend s 
in the economy s i nce l a s t  September foreshadow a renewed , 
severe drop in indu s tr i a l  and mining output . Manuf a c turer ' s  
orders and shipments , c apital spend ing , con s truc tion c ontrac t s , 
hous ing s tarts , reta i l  s al e s ,  commerc i a l  and indus tr ial loans , 
and s tate and local government s pend ing are al l contr ac ting . 
The longer indu s trial produc tion continue s upward - - i f  tho se 
f igure s are accurate -- the gre ater the d imens ion o f  the produc­
tion col l apse when i t  f inal l y  occur s . 

The . 7  per c ent r i s e  in indus tr i a l  produc t ion c an be ex­
p lained as a psycho logic al e f fe c t  of the talk of " recovery , " 
rathe r than as evidenc e o f  the " recovery " it s e l f . Every ma j or s ta­

' t i s tic al release by the Commerce Depar tment , Federal Re serVe 
Bo ard , and Labor Depar tment , should have o the rw i s e  c onvi nc ed 
corpor ate manager s to begin a s harp curtai lment o f  'produc t ion 
and oper ations . Instead they cho s e  to b e l i eve the f inanc i a l  page s 
of  ma j or newspape rs and thu s produc i ng for a non- e x i s tant market . 

For examp l e ,  ac cording to the Commerc e  Depar tment , retai l 
s ales dropped by . 3  per c ent in January provid ing w ich should 
have gone a long way towards punctur ing the myth of the " con sumer­
led " recovery that has occup i d s o  many inc he s in the Wal l  S treet 
Journal and s imi l ar places . The s igni f i c anc e o f  thi s Janua ry drop­
o f f  is not that it repr e s ents a new trend . In every month s ince 
July with the exc ept ion o f  December ( the Chri s tma s s e a son ) , 
retai l s a l e s  have been f lat , and wi th ad j us tments f or inf lation , 
have actual ly dec l i ned . What i s  s igni f i c ant about the January 
f igures is that they repre s ent a l awful ac celeration of thi s down­
ward trend . Jnnuary retail s a l e s  dropped prior to an ad j u s tment 
for an i n f lation rate which o f f i c ia l  f igur e s  put a t  around 7 per 
cent . In add ition , the dec l i ne was led by a f a l l o f f  i n  automobi l e  
s a l e s  ( - 4 . 2  per cent ) . Auto s a l e s ,  bouy ed b y  a n  inj e c tion o f  con­
sumer cred i t  have been the ma in prop to retai l s a l e s  s inc,e September . 

As the f igures ind i c ate , the Amer i c an worker .and hi s fami ly 
have already voted with the i r  wal lets on the verac i ty of the re­
ports o f  the " recovery . "  Whi l e  the banker s and the i ndus tr i a l i s t s  
can lie t o  each other about how we l l  things are going, the worker 
and his fami ly know no such luxury . With the j ob market col l aps ing , 
taxes incre asing and pr ices o f  nece s s ary items of  consumption con­
tinuing to incre a s e ,  now that th� Chr i s tma s season is over , they 
have chosen to buy only what they mu s t . 

In re sponse to stagnation in ret a i l  s a l e s  ove r  the summer months , 
retai ler s and who l e s a l er s  s tarted in September to cut back order s 
from manu fac turer s .  Thi s trend ac celera ted through November and 
Dec ember . 

The inevitab l e  con s equenc e o f  the order c utback s  began to show 
up in a drop in manufacturer ' s  shipment s in November and a s low­
down of produc tion in Oc tobe r and November . There i s  my stery to 
the repor ted increases in i ndus tr ial produc t ion by . 9  per cent and 
. 7  per c ent in December and January, respe c t ively . There had been 
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an arti f i c ial i nf l ation o f  the con sumer durab l e  sector due pr i­
mar i ly to an eas ing o f  in tere s t  rate s on 5 year auto loans and 
depletion o f  worker ' s  s aving s . There had a l so been an inc re ase 
in the con sumer l i ght good s indu s try -- due to Chr i s tma s season 
buying . I ndustri a l i s t  me anwh i l e  looking for any s i gn that a re­
covery wa s indeed here , s ei z ed upon the s e  f igure s . With the ex­
pec tation that the se short- l ived trend s  woul d  continue into the 
future , produc t ion s c hedules were s tepped up . 

The Dec ember inventory f i gure s r e l e a s ed by the Commerce 
Department ye s terday tend to con f i rm that such psycho logy was in 
ope ration . Re tail inventor i e s  dropped by $ 7 5 8  mi l l ion , re lecting 
Chr i s tma s s a l e s . In expectation that such s a l e s  wou ld r e f lect 
thems elve s in renewed o rder s from who l e s al e r s  and manu f ac turer s  
t o  replen i s h  i nventor i e s , the la tter i ncreased product ion . How­
ever , the retai lers thems elve s  d id no t take the December r i s e  in 
tet a i l  sales al l that seri6u s ly . They did no t s tep up orders 
from who l e s a l er s , the who l e s a l er s  proceeded to s l ash order s 
from manu fac turer s .  Thus for the second s traight month , new order s 
for manufacturer s fe l l ; thi s i n  turn re f l ected a ri se i n  who le­
sale and manu fac tur i ng invento r i e s  by $ 1 1 7  mi l l ion do l l ar s  and 
$ 1 1 5  mi l l ion , respec t ively . 

Whi l e and indu s try -by- indu s try breakdown for January indu s ­
tr ial produc tion i s  not y e t  avai lable , i t  i s  l i kely that the 
sharpe s t  i nc r e a s e s  c ame in the auto and auto r e l ated sector s 
such as  s teel , alumi num , rubber , and g l as s . I n  December , order s 
for transpo rtat ion equipment inc luding automob i l e s  had r i sen by 
over 5 per c ent (wi thout thi s  i ncrease durab l e  good order s for 
Dec ember wou ld have f a l len by a whopp ing 4 . 4 per cent ) . S igni f i ­
c antly , the s e  o rder s , mos tly from c a r  deal er s , were made in an­
ticipation of a continued r i se in auto s a l e s , as January auto 
s al e s , however , f e l l  by 4 . 2  pe r c ent . Wi th i ndustri a l  produc tion 
in the l ight good s s ec tor held up by Chr i s tma s s a l e s  and its ex­
pec ted continuation and the durab le good s sector he ld up almo s t  
entirely b y  auto s a l e s , the . 3  per c ent drop i n  retai l s a l e s  i n  
January shows what ' s  in s tore f o r  production . 

Corporation s , o f  cour s e , have the op tion to cont
'
inue the i r  

f l ight into f antasy and t o  produce f o r  inventory rather than sa l e s  
f o r  a few more months -- at the expense o f  the ir own interna l 
liquidity . 

THE UUEMPLOYMENT HOAX 

Economi s t s , however , wi l l  ins i s t  that i t  i s  wrong to make 
such d i smal fo rc a s t s  on the bas i s  of a one month ' s  drop in reta i l  
s a l e s . 

The head of the Pre s ident ' s  Counc i l  o f  Economic Advisors 
to ld a Feb . 1 0  Na t ional Pre s s  C lub bre ak f a s t  that he i s  looking 
for " i nc reased consumer demand " to g ive s t imu lus to the economy . 
Greenspan , among other s ,  b a s e  such expec ta tion s on a r i s e  in per­
sona l income ; and they bas e  that r i se in per sona l income on the 
repor ted drop in unemp loyment rate . A ma j or f law ,  but by no means 
the only f l aw ,  in thi s  reason ing 'i s the re l i anc e o f  such " economi sts " 
on the Labor Depar tment fraudu lent unemp loyment stat i s ti c s . 
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The unemployment rate for January merely i l lustrates a pat­
tern that has unfolded s ince the early summer months : the drop 
in the r ate c an be exp l a i ned entire ly i n  terms o f  the contr ac tion 
of the workforce . Figur e s  re l ea s ed by the Labor Depar tment on 
Feb . 6 s how a drop i n  the unemp loyment r ate from 8 . 3  pe r c ent in 
December to 7 . 8  per c ent in January . Thi s  drop is a comp lete fraud 
manu factured by sever a l  fairly obviou s  ac counting tr icks . F i r s t , 
through the use o f  a II seasona l ad j us tment , II the Labor Department 
created 1 . 7  mi l l ion non-exi s tent emp loyed worker s . Whi l e  the Labor 
Depar tment repo rted that the ac tual number of employed worker s  f e l l  
from 8 5 . 5  mi l l ion i n  December 1 9 7 5  to 8 6 . 2  mi l l ion in January , it  
then sea sonally ad j us ted the January f igure to 8 6 . 2  mi l l ion �- the 
number it used to c al c ul ate the o f f ic i al unemp l oyment rate . 

Seasonal ad j u s tment , however , i s  j us t i f i ed only to c ompensate 
for month to month f a c tor s , such a s  summer vacation s , the Chr i s t­
ma s layo f f s  and po s t-Chri s tma s season , etc . I t  i s  total ly meaning­
less and a pure f a l s i f i cat ion to app ly the s eason a l  ad j us tment fac­
tor when emp loyment i s  con stantly f a l l i ng under c urrent depr e s s ion 
condition s . 

Moreover , an exami nat ion o f  the Department o f  Labor s ta t i s tic s 
themse lves al so s how that the entire drop i n  the unemployment rate 
i s  direc tly attr ibutable to the contraction o f  the workforc e .  For 
examp l e , between September 1 9 7 5  and January 1 9 7 6 , the Labor Depar t ­
ment reduced the ro l l s  o f  the unemployed b y  s imply wr i ting 7 0 0 , 0 0 0  
worke r s  out o f  exi s tenc e . Whi l e  the ma le populat ion 2 0  year s and 
over increased by 4 0 0 , 0 0 0  over that period , the Labor Depar tment 
cl aims that the l abor force for thi s  group dec l ined by 3 0 0 , 0 0 0 . 
Where d id the se peopl e go? They bec ame II d i scouraged ll and s topped 
looking for work the Labor Depar tment c la ims and could thu s be 
wri tten out o f  the l abor forc e . 

Mere bure acratic hone s ty wou l d  el imi na te the s e  two rus e s , and 
bring the o f f i c ial unemp loyment r ate up to 9 . 5  per c ent . 

However , there are concrete advantage s to ma intaining the 
fraudulently low unemp loyment f i gure s . Ac cording to Feder al l eg i s ­
lat ion pas sed l as t  year , s tate unemployment fund s are compens ated 
for extended bene f i t s  progr ams by the federal government according 
to the Labor Depar tment unemp loyment f i gure s  on s tate unemp loyment . 
The low unemp loyment f igures wi l l  the r e fore , qui c k ly result in 
number s of worker s being removed from the unemp loyment rol l s .  

I t i s  not surpr i s ing tha t wi th ad j us tments for i n f la tion , per ­
sonal d i sposable income ac tual ly f e l l  dur i ng the second ha l f  of  
1 9 7 5 . I f  con sumer sales rise in the months ahead - which i s  unlike­
ly -- it can on ly be at the expense of a l r eady depleted worker s 
savings . 

NO COMFORT IN S I GHT 

Every other potent i a l  source of s t imulus to the economy is i n  
simi lar desperate s tra ight s . Capi t a l  spend i ng i s  down 1 0  per cent 
in real terms . November f ig ur e s  for con s truc tion contract awards 
for indu strial plants show a 2 5  per cent drop ind i c ates that 
thi s wi l l  cont i nue i n  the months ahead . 

23A 



E f forts to p l ay up the mul t i - bi l l ion do l l ar c apital spending 
programs announced by Gener al Motor s and F ord Motor Company as 
s igns of  a gener al re surgence o f  c apital spending are c'omp letely 
red iculou s . Whi le the ir spend i ng programs amount to record $ 2 . 6  
b i l l ion for GM and a. near record $ 1 . 6 b i l l ion do l l ar s  for Ford 
Motor Company , the spending is almo s t  entirely for rat ional i z a­
tion and re too l i ng and not for p lant expans ion . Under the se c ir­
cums tanc e s  the spin- o f f  e f fec ts o n  the con struct ion i ndu s try w i l l 
be next to nothing . 

GM and Ford ' s  pr imary motivation i n  the i r  ac tion i s  to knock 
near bankrupt Chry s l er out of  the mar ke t , forc ing it to ef fec t ive­
ly cease operation s . 

In add it ion , the p l ans whi c h  invo lve retoo l ing for sma l l er 
c ar s , i s  i t s e l f  b a s ed on the expec ta tion o f  skyrockett ing c ar s a l e s  
such a s  the 2 0  mi l l ion that GM Cha irman Thoma s Murphey pred i c t s  for 
thi s  year alone . Suc h pred iction s , as the l a t e s t  s a l e s  f igur e s  
c ited above show , a r e  ba s e l e s s .  Thi s  i s  particu l ar ly true with re­
spect to smal l c ar s a l e s . As the New York T ime s reported Feb . 1 4  
thi s  week c l o s ed i t s  Lord s town , Ohio " Vega " p l ant because o f  a 
4 month s tockpi le o f  unsold smal l cars . According to the trade 
paper , Automotive news General Motor s  is not alone i n  having an 
oversupply of smal l c ar s ; Ford has a 1 1 2  day supp ly o f  its Pi nto ; 
Amer ican Motors Pacer , a 1 4 7  day supp ly ; the Mercury Bobc at , a 1 5 0  
day supply and the Me rcury Comet a 1 - 5  day supp ly Auto ana ly s t s  con­
s ider 6 0  d ay supp ly norma l . 

Hou s i ng which has p l ayed a promi nent role in previous recov­
er i e s  i s  al so in a s tate o f  c o l lapse . F igure s relea s ed on hou s i ng 
starts in November and December s how whopp i ng drops o f  6 . 6 per 
cent and 3 . 3  pe r cent . 

And f inal ly , s tate and loc al spend i ng which norma l ly provide s 
a s igni f ic ant demand for good s and servic e s  at the ear ly s tage s of 
recovery p l ay an enti rely reve r s e  ro l e  thi s year . A l l  ind i c a t ions 
are that s tate and local government s wi l l  be for ced to reduc e spend­
ing and incr e a se taxes to meet debt s e rv ice , the inf lated c o s t s  
of goods and servic e s , we l f are c o s t s , and t o  compensate f o r  a 
short- f a l l  in revenue s .  Th i s  i s  the re  l I t  of previous expend iture 
cut s , a re f l ec tion of how a po l i c y  of budget cuts to c over de f i c i t s  
creates a s e l f - f eed ing cr i s i s . 
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Rat Hordes , . PI�gues , Hunger -

Wall St. Pol icy for Th ird World 

Feb. 1 0  (IPS) - George Ball of the New York Lehman Bros. 
banking house, stated before the Senate Foreign Relations 
Committee June 3 the Atlanticist policy towards the Third 
World : "Today we cannot totally ignore a body of respecta­
ble opinion which suggests that, in providing aid to countries 
already crowded in relation not only to space but to re­
sources, we may be multiplying the misery for future 
generations . . .  (this) poses . .  distasteful questions . . .  the idea 
expressed in the military term ' triage. '  

" These are problems of shattering complexity . .  b y  keeping 
these populations alive and failing to make rigorous· popula­
tion control a condition to our assistance we may be doing 
millions of unborn human beings a tragic diservice. " 

The Atlaniicist final solution for the collection of $140 
billion in outstanding· Third World debt is now in operation : 
The people of three West African nations are being overrun 
by plagues of millions of rats devouring harvests and 
spreading disease . . .  the victims of an earthquake are dying at 
a rate of 2000 a day from starvation and thirst while the world 
watches .. . l . 2  million citizens of the central African nation of 
Niger will starve to death without 200,000 tons of emergency 
grain supplies. • 

This is the reality that now confronts the leaders of the 
Third World. It is what lies behind the intense political battl� 
for the formation of New World Economic Order particularly 
around the debt issue at the recent Manila conference of the 
Group of 77. . 

The alternative to the Atlanticist genocidal austertty plans 
foi' the Third World is development - a fact which has many 
of these leaders urgently studying the International Caucus . of Labor Committees'  proposal for the creation of the Inter-
national Development Bank to facilitate triangular trade 
between the developing sector, the advanced sector and· the 
Comecon nations. Such a move will immediately end Atlanti­
cist hegemony over the world economy. 

As can be seen from the following report, delays in taking 
these steps to implement such proposals will result in the 
unnecessary loss of millions of lives . . 

Triage In Bangladesh 
Under the dictatorship of the Atlantic'ist-controlled In­

ternational Monetary Fund-World Bank, Ball 's demand for r 
triage is being rammed down the devasted nation of Bang­
ladesh in South Asia. The government of Bangladesh, 
following a visit from a top World Bank official and following 
the directives of a World Bank Appraisal Report. has de­
clared that its "number one" priority is the achievement of 
zero population growth within two years, The World Bank 
calculated that the additional 3,600,000 babies every year 
mean an additional foodgrain requirement of 2.4 million tons 
per year. Their solution - under the rubric of achieving 
"self-sufficiency" - is to eliminate the current import of 
grain, currently running at approximately 2 .8  million tons a 
year. This is the only way that a goal of ZPG within two years 
could be achieved - through mass starvation. 

The IMF began this policy, along with the U.S .  government 
Agency for International Development (AID) , three months 
ago when they told the Bangladesh government that they 
would have to cut off food subsidies based on wheat imports 
and raise the price of rationed imported grain. The official 

reason for this is that Bangladesh, only through a rare season 
. of good' weather, had a relatively abundant" rice crop this 

year. . 

This is no isolated .policy - an associate of George Ball 's 
banking house tol� IPS that their policy for Egypt to meet its 
debt requirements is to eliminate the $ 1 . 5  billion spent to 
similarly subsidize vital commodities , mainly wheat. .. 

In Brazil, a nation ravaged by disease, the government 
issued a decree banning all imports · of fruit, meat, and 
automobiles. 

Conditions of enforced starvation are part of a deliberate 
policy of gauranteeing debt repayment through massive cuts 
in imports and expansion of commodity exports to provide 
foreign excharrge for payment. This policy bas led to the 
threat of starvation of almost one-forth of the population of 
Niger. Niger farmers have switched from growing grail) to ' 
growing peanuts - 60 per cent of Niger's  exports - for ex­
port income. Foreign Minister Adamou of Niger, appealed 
today for 200,000 tons of emergency food supplies to avert the 
impending "tragic,situation. " 

' The inhabitants of Guatemala, where a large earthquake 
struck last week, are on the Atlanticist triage list with the vir­
tual refusal of the U.S .  to aid that country ' after the disaster 
Mounting deaths, now at 16 ,000, are occurring from an al: 
most total lack of portable water, food, and medical aid. The 

. only functioning part of the country is the army, well-aided 
by the U.S . ,  which has shot over 200 hungry victims 
scrounging for food. . 

The Rats And Disease Take Over 
The most horrid evidence of the genocidal collapse in the 

Third World - the lack of even elementary conditions of 
sanitation, shelter, and disease control - is the submission of 
human existence to the ravages of rats and disease. In the 
West Mrican countries of Senegal,  Mali and Mauratania, 
per square meter; are crossing the countryside devouring 
crops and spreading plague in their path. In the urban capital 
crops and spreading pl",gue in their path. In the urban capital 
of Argentina, Buenos Aires , the rat population has doubled 
since September 1974 to Hi per inhabitant and the govern­
ment has been forced to take measures against the spread of 
bubonic plague. 

In the symbol of capitalist 'miracles' of looting, Brazil, 
epidemics of encephalitis , and meningitis have broken out 
again. The favela slums of south Brazilian cities have been 
inundated with feces and disease from large-scale flooding, 
directly the result of· the government's  refusal to dredge the 
rivers. 
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The bankers' solution to these conditions o f  urban 
holocaust is a call to depopulate the cities, shipping people to 
the countryside to fend for themselves . This was proposed by 
a leading figure in the Mexican Federal Electricity Com­
mission, Manuel . Torres, who called for depopulation by 
"forcing city dwellers to suffer so that they have to move out 
to the provinces" and for reducing Mexico City's population 
from 12 million to 4 million. "The rest are excess ,"  Torres de­
clared and called for the government to "raise taxes, raise 
the cost of living . . .  ration water and electricity and force 
them to suffer. " 
. The fate of those forced to leave the city is demonstrated in 



Brazil where Brazilian military dictator Geisel has "put a . 
stop" to the exodus of starving peasants to the cities of North­
east Brazil. Rural laborers are kept on the land through fas­
cist "labor fronts" which force "able-bodied men" to work on 
public works slave labor projects in return for small 

-amounts of subsistence food. Those no longer "able-bodied" 
are put on triage lines ; only the fittest receive food. 
. . . . This ·  is -George Ball's "distasteful" solution for those 
_already living and those he would rather see ' 'unbQrn. "  

Ca�. Study: Egyp� 
Egypt is faced with an unprecedented economic crisis and 

a staggering foreign debt, of which several billion dollars is 
in highly expensive short-term debt with interest rates 
running as high as 19 per cent. Vital imports - such as bread 
and oil - are hostage to creditors' demands, ·  and New York 
and London financiers and their financial police, the In­
ternational Monetary Fund (IMF ) ,  have set a plan to force a 
major devaluation of the Egyptian currency and its con­
vertibility in tandem with a sweeping reorganization of the 
Cairo bureaucracy in a nationwide austerity drive. Key 
items of basic working ... class consumption - meat, tea, 
sugar, soap, matches - already rationed, will be reduced in 
their availability. 
. In an iMerview with New Solidarity, a partner in George 
Ball's Lehman Brothers investment house was asked to 
describe what he saw as the cause of Egypt's present 
plight. "Well,"  said the gentleman, "nook at Egypt and I see 
the fact that Cairo shells out $1 . 5  billion each fiscal year to 
support low commodity prices for Egypt's middle class and 
poor." Left unspoken was the hideous notion that even that 
mimi mal concession to maintain life in Egypt must go, 
freeing another $1 .5 billion for endless recycling in the 
world's  bloated credit system. -

Ar! aide to · Sen. Morgan of North Carolina, recently 
returned from Egypt was more . blunt. He told a repor­
ter ; "The Senator feels that economic relief, in whatever 
form, whether loan guarantees or a leadership role for the 
IMF, are the aces in the hole to keep Sadat friendly. As long 
as we can help that aid effort, we can keep Sadat in line." 

But the signs of resistance to austerity in Egypt have called 
into question the continued existence of the regime of 
President Anwar Sadat. The ferment in the working class is 
linked directly to strongly nationalist, pro-development 

, layers that permeate the Egyptian military and civil service, 
whose social identity is emotionally identified with the 
regime of Sadat's predecessor, President Gamal Abdul 
Nasser. Nasserist layers in Egypt, while by no means 
politically united in all respects, are united in their un­
shakeable commitment to social progress. The decline and 
collapse of Sadat's Egypt, typified by the current policy of 
economic "openness" to Western capitalist investment, has 
sparked bitter criticism of the Sadat regime - and forced 
Sadat to begin looking over his shoulder at his opposition 
inside the army. Reflecting this fear, War Minister 
Mohammed Gamassi reminded an assembled group of of­
ficers last week to avoid being entangled in politics .  "Our 
only work,"  he said bravely, " is to be professionals in the 
military and to defend the country. " 

The battle for Egypt has implications that go far beyond 
the banks of the Nile, however. Regionally, Egypt has been 

-designated by the Atlanticists as the cornerstone of NATO 
policy in the Middle East by virtue of its large population and 
predominance in Arab affairs. While various Atlanticist 
factions squabble over policy toward Israel and the Fertile 
Crescent countries - Iraq, Syria, Lebanon - they are 

agreed that the top priority must be to maintain Egypt firmly 
on the course set by Sadat's overt pro-Western tack after the 
death of Nasser in 1970. If Sadat and the Atlanticists ��lUlo� 
break the back of the Nasserists and the Egyptian working 
class in the coming weeks, then Egypt - with or without 
Sadat - will be. forced to change course, and NATO's Middle ' 
East policy will be in a shambles. 

� 

In a larger sense, Egypt has become a test case. For . 
George Ball of Lehman Brothers , for Averell Harriman, for 
the Rockefeller brothers, the Egyptian political crisis is one 
that must be resolved. Egypt is not just another debt-ridden 
Third World country ; Egypt is the hub of the Arab s�Clli>r ��4 
the Arab sector, in tum, is the leading edge of the political 
motion in · the developing countries for a "new world 
economic order." Should Ball and Co, succeed in "stabil­
izing" Egypt through forcing acceptance of brutal austerity 
measures, then the developing sector as a whole - the Group 
of 77 - will have suffered a major psychological defeat. 

The reason for this is not located in anything peculiar to the 
nature of Egypt's particular economic and political crisis, 
which in its internal features resembles that of any number 
of Third World countries. But Egypt, thanks to the heritage of 
Nasser, represents for the Third World generally the Idea of 
Progress . Whatever its faults, the Nasser era symbolized the 
intense drive in the developing sector for a better life. In a 
society like Egypt's ,  where the bestial stupor of countless 
centuries of dull peasant existence seemed about to be 
shaken off for the heady transition into a modernized 
economy, the feeling is not easily forgotten, 

When asked about the possibility of Egypt's declaring a 
moratorium on its debt, a spokesman for the IMF said 
plainly, "In Ghana, in 1966, when (Ghanian President) . 
Nkrumah didn't pay his debt, there was a" coup."  

A number of  other sources in Washington and New York 
echoed Lehman Brothers and Morgan. Most NATO 
policymakers are counting on the Saudis to continue to bail 
out Egypt on a weekly or monthly basis, to "keep Sadat in 
line ."  But none predicted any serious development effort for 
Egypt, instead concentrating on simply maintaining the 
continuous roll-over of Cairo's multi-billion dollar debt. 
Imperialists without the ability to finance an imperialist 
policy, Ball 's Atlanticists are crossing their fingers and 
hoping that Sadat's military police can contain the rising 
anger at the conspicuous lack of national development. 

The Egyptian weekly Rose al-Yousef, often a forum for 
Sadt's pro-development opposition, last week printed a 
scathing attack on Sadat's policy of openess .  The author, Ah­
men Mujahid, a member of the People's Assembly, correctly 
noted the deliberate Western policy aimed at preventing 
development in Egypt, and cites the existence of $350 million 
in credits from Eastern Europe that were ignored by Cairo ­
for political reasons . Then, Mujahid gets to the heart of the 
matter : the Aswan Dam, a monument to Soviet-Egyptian 
cooperation built in the days of Nasser and the symbol of 
Egypt's national development along with the Suez Canal. 
Mujahid notes that the dam's  capacity is purposely being 
under-utilized while Sadat negotiates for nuclear reactors 
and other useless energy boondoggles . Mujahid asks the key 
question : "Who is interested in maintaining the Aswan Dam 
idle? " 

The feeling behind that question, full of rage at Sadat's 
abandonment of the Nasser ideal, challenges both Sadat and. 
his Western backers. Unless U.S .  Policymakers opt for a 
development policy in the Middle East, Egypt will remain 
inherently unstable - and the volatile Middle East will 
remain a possible scene of thermonuclear confrontation 
between the U.S.  and the USSR ,  whatever the passJonatEt, 
desire of Ball and Coo' for "stability. " _ _ _ _ _ __ _ _ _ 
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Case St�dy: 
Guatemala and Brazi l 

Feb. 15 (IPS) - The President of the League of Societies of 
the Red Cross declared two days ago that the earthquake that 
hit Guatemala last week. killing 25,000 people and leaving 

. over one million without homes or food, "far from putting a 
baIt to the (economic) development (of the country) ,  will 
provide the take-off point toward a better social and political 
situation."  

With this statement, Red Cross President Juan Borroso 
�nnounced his full cold-blooded endorsement of the 
policy of genocide now being carried out by the psychotic . 
guardians of the Dollar Empire. 

Borroso made his remarks from the disaster area in 
Guatemala where survivors are eating rats to stay alive. He 
objected to the view that the quake would mean increased 
misery for the alreadY very backward and impoverished 
Central American country, according to Prensa Latina, thE' 
Cuban press agency. 
. When challenged by reporters on his remarks, Borroso 
made it clear that he was a fully conscious advocate of the 
policy of wholesale murder known as triage that was outlined 
to the U.S. Congress last year by Atlanticist policymaker 
George Ball. The quake, Borroso explained, did not affect 
commercial or industrial sectors, but rather "those sectors 
that were already distanced from social progress previous to 
the earthquake."  

Let Them Die 
The right-wing government of President Kjell Laugerud is 

cooperating with the Red Cross and U.S .  agencies to ensure 
that large sections of Guatemala' s  peasant and Indian 
population are left to die of injuries and starvation. The . 
Secretary of the Federation of Autonomous Unions of 
Guatemala has told reporters that food was not being 
distributed outside the cities. Laugerud has personally 
echoed Borroso's statements, characterizing the disaster as 
creating conditions for a "push for development." 

British aid to the area has been rejected altogether by the 
government, allegedly because of disputes over territorial 
rights to the small region bordering Guatemala known as 
Belice. The government has also refused to allow Cuban 
medical teams into the country to set up field hospitals . The 
$1 million in U.S.  aid is paltry when compared to the previous 
relief efforts. 
. In Brazil, the so-called northea�t drought polygon area has 
been without any appreciable rainfall for over five weeks, 
and thousands of persons are now starving to death for lack 
of water and food since the basic bean crOD of the area was 
wiped out by the drought. The government has set up "triage 
lines" to distribute small amounts of food but has released no 
statistics on the num.bers of dead. 

Those survivors of the drought who are strong enough are 
now leaving the area in hordes and flooding toward the cities 
on the country's  Northeast coast. Many are carrying 
diseases. and there is a danger of an outbreak of plague since 
large sections of the drought area are plague endemic. The 
sovernment bas set up emergency work fronts to try to keep 
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� the men in the population from fleeing the area with 
�promises that they will be paid in food for their slave labor. 
: Surveillance points have been set up on all the transportation 
routes out of the drought area that lead toward the larger 
cities on the coast. The so-called migrants are stopped at 
these roadblocks and sent back to their home towns or im­
pressed into the labor fronts. 

The Political Problem 
In an apparent about-face on their triage policy. Atlanticist 

financial institutions have pumped an enormous $1 billion in 
credit into Brazil over the last two weeks while bourgeois 
newspapers , led by the New York Times, loudly proclaimed 
that the so-called Brazilian Economic Miracle has come to 
an end and a less dictatorial government is required. This 
major credit and propaganda effort, 'however, represents'no 
change whatsoever in Atlanticist policy toward Brazil or the 
rest of the Third World. It is an immediately expedient 
political maneuver to head off the real and growing 
possibility that significant sections of Brazil's industrialists 
will break ranks and move toward moratoria on Brazil's $23 
billion foreign debt and an alliance with pro-development 
industrialists in Italy centered around Eugenio Cefis. 

The loans , extended at outrageously high interest rates, 
are very specifically targeted. The industrialists in the Sao 
Paulo area, who are increasingly unwilling to continue the . 
destruction of the economy, represent the greatest political 
danger to the Atlanticists. They will get $300 million for the 
work on the Sao Paulo subway system and will be the direct 
beneficiaries, through subcontracts, of $324 million in credits 
extended for a hydroelectric dam project in the North . .  

But even within the standards of their own expedient 
amorality, the Sao Paulo industrialists are being taken in if 
they fall for the Atlanticist ploy. Temporary debt refinancing 
for selected political targets is the Atlanticists' complement 
to the general policy of mass murder throughout the Third 
World. To be convinced of that, the Sao Paulo industrialists 
need only look at the building holocaust that surrounds them 
in the industrialized state of Sao Paulo. 

A mutant strain of encephalitis with a 20 per cent mortality 
rate has broken out in the state. The disease, carried by 
mosquitoes,  attacks the nervous system and has no known 
treatment or vaccine. Doctors are warning of a "broad 
scale" epidemic as the disease, which was localized in one 
smaller city last year, is now spreading rapidly outward. 

about by malnutrition, is killing increasing numbers of 
children. In one town of Osasco, outside the industrial center 
of Sao Paulo city, hospitals treated 1 ,637 cases in January 
alone ; 54 children died. Sao Paulo, like the rest of the 
country, is suffering from an acute shortage of albumin 
which is a critical medicine in treating severe cases of ' 
dehydration. 

There are continuing unofficial reports that much of what 
is classified in the state as dehydration, diarrhea, or gastro­
enteritis is in fact cholera although the government has flatly 
denied all such reports. The Director of the State Com­
mission on Cholera has told the press that his agency is ' 
vigilant in checking for an outbreak of cholera, but had 
decided against launching a preventive education campaign 
in the general population. Such a campaign, he said, would 
distract the public's  attention from the problems of 
meningitis, diarrhea, and dehydration. 



The Atlanticists Are Cl in ical ly In'sane 
'by Lyndon H. LaRouche Jr. 
MILAN. Feb. 10 - Discussions with leading financial . in­
dustrial and political figures in Italy. France. Switzerland 
and West Germany have resulted in the Labor Committees' 
undertaking to publicize a summary policy statement. 
outlining the evidence indicting leading Atlanticist spokes­
men as criminally insane. 

At the moment the world faces the imminent chain reac­
tion collapse of approximately $800 billion worth of inter­
national and national financial structures directly or in­
directly linked to the U.S.  dollar. If no drastic alteration in 
existing institutions were instituted before March 31 .  1976. 
the $800 billion must inevitably collapse in chaos and panic. 
There are only two alternatives. either of which must be 
initiated before March 31 . 1976 and in place by June 30. 1 976 -
otherwise a panic collapse is inevitable. 

The general economic problem is this. At this moment. 
taking the developing sector and advanced capitalist sector 
as a unit. the current combined level of industrial and 
agricultural output are insufficient to regenerate both 
existing productive forces and population as a whole - in 
other words. the capitalist system is operating below the 
"breakdown level" overall. This means that the capitalist 
system as a whole is not generating a net profit : in other 
words. the rate of "absolute profit" is negative. 

Therefore. under present conditions. any effort to roll over 
the currentlY-due portions of the approximately $800 billion 
of financial structures can come out of only the costs of main­
taining existing levels of production and consumption. An 
approximately 20-30 per cent slash in levels both of produc­
tion and consumption would be required as a first time 
measure to save the financial structures .  This approach is 
Schachtian economics. the type of economic cannibalism 
characteristic of the Nazi economy : such economic policies 
are furthermore the essential feature of fascism. That is. the 
person who idvocates Schachtian forms of austerity is a pure 
fascist. 

The short term result of an initial 20-30 per cent general 
austerity is an augmentation of the gross debt (through 
"refinancing") .  such that six months to one year after initial 
austerity measures as much as a 40-50 per cent rate of fur­
ther austerity would be required to continue support of 
financial structures . . .  and so on and so forth. The conse­
quence is therefore a spiralling collapse of production and 
consumption rates. accompanied by accelerating hyperinfla­
tionary tendencies. 

The particularly hideous feature of the presently proposed 
Schachtian austerity. which makes its proponents far more 
criminal than the Nazis of 1933-1935. is that it is proposed to 
be applied on an almost global scale - in contrast to the 
limited scope of Nazi economic cannibalism. In view of the 
weakened conditions of large sections of the globe. both econ­
omically and in respect of nutrition .  social services and 
living conditions. the consequence of Schachtian spiral down­
wards of consumption and production rates must be the 
emergence of waves of old and new types of human. animal 
and sylvatic epidemics. which must tend to become unstop­
pable by approximately 1980 - the end of human civilization 
quickly following. At the very least approximately one billion 
persons must die as a result of such deliberate economic 
measures of genocide. 

. 

The only alternative to such" criminal measures " is the 
immediate establishment of the 'IDB in at least the form of 
short term emergency measures pending permanent resolu­
tions. 

Any sane person. a category which presently includes 
conservative capitalist faction leaders in industry and 
political parties in Italy and elsewhere. will obviously choose 
financial debt moratoria and a new world economic order. 
Any leading person who opposes financial debt moratoria is . 
obviously criminally insane. 

Of course. one hears much of the " sanctity" of " saving."  
What miserable cant. what despicable driveling. The 
"savings" have already been looted. virtually wiped out by 
the use of such "savings" in developing the Atlanticist­
dominated debt structures. Moreover. what is the moral 
worth of the person who proposes to destroy billions of human 
beings in a fascist policy of global austerity for the sake of his 
miserable (and. in fact. alreadY dissipated) "savings ."  
There are. of  course .. some persons who would hit their own 
children to defend their "SaviIlgs ." " . . .  � 

The Nature of Atlanticist Madness 
The AtIanticists' insanity is easily understood. The term. 

Atlanticist. identifies an interlocking "patriciate" of political 
and financial interests. groups and personalities who are the 
present heirs of the Anglo-American political-financiill cabal 
that has ruled most of the world for a century. In the 
beginning - with roots going back' to their British sponsor­
ship of the U.S .  "Monroe Doctrine" - it was British finance 
which dominated an arrangement in which the Morgans. the 
Rockefellers. and the National Civil Federation crowd were 
the junior partners. During the First World War. the U.S. 
side of the partnership. began to become dominant. 
becoming the major partner in fact during the 1943-46 period. 
The global power of the Atlanticists has been essentially 
rooted into international loans. a financial power whose 
political " invisible government" forces have generally ruled 
nations as virtual puppets of the imperial financier order. 

The orderly bankruptcy of bankrupt financial structures 
such as the New York City banks. the IMF. the Eurodollar 
market. does not meanJhe collapse of capitalism. Indeed. 
without such bankruptcy proceedings. capitalism-must soon 
collapse into either general thermonuclear war or ecological 
holocaust. It does mean the end of the rule of the world by the 
imperialist "invisible government. "  the end of world 
domination by the Atlanticists . 

So. the Atlanticists represent a doomed ruling caste within 
the ruling class. They are prepared to destroy not only the 
human race. but capitalism as well. Why? The Atlanticist 
leaders - with whom we have had intensive discussion on 
this subject during the recent eight months - freely admit 
that their austerity programs lead quickly to global disaster. 
and admit that they have no other solutions. Yet. they persist 
in their desperate commitment to achieving the unthinkable ; 
they would rather destroy the world than live in a world in 
which they do not rule. 
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Either we declare debt moratorium quickly and rid 
ourselves of these criminally insane Atlanticists. or none of 
us will live very long. This is a ruling class which has gone 
mad at the prospect of the end of its world domination. 
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