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The Presidency 1980

Who's the man to lead America
into the EMS?

Both the 1980 presidential race and the newly formed European
Monetary System are underway — and the EMS is determining
the character of the presidential race to a degree that few who de-
pend on the U.S. mass media for information would suspect. Our
U.S. REPORT this week is a report on the presidency which fo-
cuses on the challenge the EMS poses to the next occupant of the
White House. Our story includes a report on plans by America’s
London-linked political barons to hand the presidency to
General Alexander Haig, the NATO commander, to carry out a
policy of confrontation with the Soviet Union — as a counter-
strategy to the EMS. Plus a mid-term analysis of the Carter presi-
dency which outlines the dangers arising from a second Carter
term, and explains why no major political faction wants to see
Carter reelected. And we feature excerpts from " 1981-1985: The
Presidential term toshape a century tocome,”” a statement on the
EMS and the presidency by U.S. Labor Party chairman Lyndon
H. LaRouche, Jr., a declared presidential candidate who has
been closely involved in the process which led to formation of the

EMS. page 8
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AreportonLondon’s
Muslim Brotherhood

Is the revolt sweeping Iran really an ex-
pression of millions of Iranians’ desire to
repudiate ““Western-style” industrializa-
tion and return to the “basics” of the Is-
lamic faith? Hardly, concludes our
THIRD WORLD section this week. In
fact, we report the movement associated
with the Ayatollah Khomeiniand the M us-
lim Brotherhood traces its ““roots” to an
unlikely group of associates which in-
cludes the British embassy in Cairo, the
late philosopher Bertrand Russell, former
U.S. Attorney General Ramsey Clark and
leaders of the U.S. “new left,” and the late
[talian Trotskyist Lelio Basso. Our report
sorts out the whos and whys of this peculiar
association, and warns what you can expect
fromitinthemonthsto come. page34

What’saheadfor
U.S. auto?

America’s auto industry: confronted with
increasingly restrictive and contradictory
federal pollution and safety regulations,
burdened with outdated production
facilities, and with two of its big four at-
tempting to chart their way through tur-
bulent financial waters— which way will it
turn? This week's ECONOMIC SUR-
VEY profiles the basic structure and
management outlook of the U.S. auto in-
dustry, and concludes that the solution to
auto’s problems lies in abandoning the
“styling”’ approach pioneered by GM’s
Alfred P. Sloan, and returning to Henry
Ford I's policy of high wages and high
capital concentration which would enable
automakers to easily and rapidly diversify
to meet the variety of equipment needs
which will accompany the 1980s’ global
economic emphasis on Third World in-
dustrialization. page25
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OpusDeiinSpain

Somewhat surprisingly, Spain, which only
recently emerged from the years of the
Franco dictatorship, is becoming a signi-
ficant factor in international politicaleco-
nomic affairs. Spain has assumed for her-
self the responsibility of serving as the
“‘bridge” between the countries of Latin
America and Europe, helping to draw the
Latin American nations into the process of
formation of the European Monetary
System. Tofind the answers to Spain’s new
outward look, this week’s SPECIAL
REPORT — the first in a series on Spain —
takes a look at the Catholic humanist or-
ganization Opus Dei in Spain, which is
playing a major part in the government of
King Juan Carlos and Prime Minister
AdolfoSudrez. page50

COMING NEXT WEEK

Mexico: Canitfollow
the Japan model ?

Next week’s cover story features a look at
Mexicoon the eve of President Carter’sim-
portant state visit. Following recent dis-
coveries of major Mexican oil reserves,
Mexican government planners whoarere-
sponsible for planning the spending of
Mexico’s future oil revenues make no
secretof their intention to make Mexicoan
industrial power on the model of Japan —
or the United States itself. But voices in
President Carter’s entourage are warning
thatif shedoesindustrialize, Mexicorisks a
social explosion of the sort that has ripped
through Iran. Will Mexico proceed with
industrialization plans? Can they suc-
ceed? Is U.S. policy once again on a disas-
trously wrong track? You'll find the
answers, plus exclusive special features
and background reports, in next week’sre-
port on Mexico.

\— J
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The crisis in lran spreads

And now reports underline the danger of global war

Soviet armed forces have consolidated
positions along the Iranian border in anti-
cipation of a possible intervention, should
Zbigniew Brzezinski trigger aNATO coup
d’etat or a chaotic collapse of the Bakhtiar
government in Teheran, say well-
informed sources in Washington.

The Sovietdeployment — which may
touchoffa military response by the NATO
command — signifies that the world has
beenbroughttotheverybrink of warbyan
accumulation of regional instability from
Lebanon to Pakistan.

Besides Iran, virtually every state in
the area is threatened by destabilization
orchestrated by British and Israeli intelli-
gence and their American allies, espe-
cially the Aspen Institute and Brzezinski's
National Security Council. In Lebanon,
the Israelis have again sent troops against
villages in south Lebanon, bombarded
several ports with their navy, and
assassinated a top PLO leader in Beirut,
while Moshe Dayan has warned the Arabs
to “remember what happened in 1948.”
Dayan also said that Israel would inter-
vene in Lebanon even if this endangered
further peace talks with Cairo, and added,
vis-a-vis Egyptian President Sadat, “*After
the Iran crisis, Israel should not trust ‘one-
man regimes’.” Both Turkey and Pakis-
tan are being pushed toward internal
crisis, the latter especially if the Army
junta led by General Zia goes through with
plans to execute former Premier Z. Ali
Bhutto. And there are reports from many
U.S. and Arab sources thatSaudi Arabia is
being targeted for ““the Iran treatment.”

According to the Christian Science
Monitor, some followers of fanatic Aya-
tollah Khomeini have set up “revolution-
ary centers’ in mosques in Iraq, Kuwait,
and other Persian Gulf states, preparing to
launch a war against progress in those
states, like the movement that toppled the
Shah of Iran.

But the focus of the regional crisis re-
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mains Iran itself. Late last week, as we
went topress, the regime of Prime Minister
Bakhtiar, the Iranian military leadership,
and many of Iran’s top clergy were seeking
some way to prevent the return of Kho-
meini to Iran. Should Khomeini not re-
turn, observers say, then Bakhtiar and his
allies will probably pull together a work-
able coalition to cooldown Iran and get the
economy geared up again.

But Khomeini — despite enormous
pressure — insisted on returning, sche-
duled, at latest information, for Sunday.
The army, which is vehemently opposed to
Khomeini's prehistoric “Islamic repub-
lic,” is reported to be near to carrying out a
coup d'etat to stop him.

From all sides, it appears that support
for Khomeini is fast declining. Bakhtiar,
firmly resisting Khomeini's blackmail, ob-
served that Khomeini might try to come
back ““on his flying carpet.” The Army, not
so subtly, had shut down all of Iran’s five
airports.

The Pope and
development d

That Pope John Paul II's visitto Latin Am-
erica is far more than a Church affair be-
comes apparent when the Pope’s itinerary
is viewed against the backdrop of current
diplomatic activity by other European
leaders. The strategy behind the new
European Monetary System of a develop-
ment-based “Europe from the Atlantic to
the Urals™ is being aggressively extended
to the Third World by France, West Ger-
many, and the Soviet Union. The outlines
of the Papal tour make clear the Vatican’s
intimate involvement in this Pan-Euro-
pean drive.
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In fact, the warmest support that Kho-
meini has gotten recently was from Ram-
sey Clark, reportedly acting as an unoffi-
cial Brzezinski envoy, who met Khomeini
in Paris to pledge his devotion to the mad
mullah. The French press, which has be-
gun ananti-Khomeini campaign, reported
unanimously Jan. 24 that Washington has
struck a deal to back Khomeini's Islamic
republic.

But European sources indicate that
France, West Germany, and the USSR
have reached a consensus that the Bakh-
tiar government must be supported by
whatever means necessary. The first step
in that consolidation might be the deci-
sion, announced Jan. 24, that the National
Iranian Oil Company was ousting the Brit-
ish-run OSCO consortium from control
over Iran’s oil output — with rumors that
the French are prepared to back National
Iranian in the takeover!

—Robert Dreyfuss

Europe’s
iplomacy

France is currently the best example of
this ““Pan-European” cooperation and
diplomacy designed to bring the Third
World into new European Economic Sys-
tem.

French President Giscard d Estaing
announced Jan. 23 that before the end of
the month he will personally brief the
Finance Ministers of the African coun-
tries in the franc zone “on the inner work-
ings and advantages of the EMS and Euro-
pean Currency Unit.” Giscard also an-
nounced that he is organizing a Euro-
pean-African summit for May, involving

This Week 5



African countries outside of the franc zone
as well.

The Pan-European aspect of Gis-
card’s diplomacy is confirmed by a report
from the Parisian weekly VDS that during
Giscard s state visit to the Soviet Union this
spring, the Soviets will accredit a French
diplomat to the Council for Mutual Eco-
nomic Assistance, the Comecon, giving
the French tremendous trade advantages
with the East bloc. The CMEA is the eco-
nomic coordinating agency for the Soviet
sector.

Spanish-Soviet discussions about
Third World development are just as in-
tense as the French-Soviet ones, with spe-
cial importance for both Latin America
and Africa. The Jan. 24 issue of the Pari-
sian daily Le Figaro commented on Span-
ish Foreign Minister Oreja’s visit to Mos-
cow that“ Spain’s vast Hispanic project, its
ambition to build a community of Iberian
nations, fits into the framework of this
European policy ... Latin America is
Spain’s dowry to Europe.” The daily ad-
ded that Moscow “heartily encourages
Spain’s Maghreb policy,” a reference to
Spain’sdecision to turnits former colony of
Spanish Morocco over to Morocco and
Mauritania in the northwestern or
Maghreb section of Africa.

Hence the significance of the Pope’s
Latin American tour. Immediately before
he set off for his Jan. 25-30 trip, the last offi-
cial visitor to the Vatican was Soviet For-
eign Minister Andrei Gromyko. And just
before his visit to the Vatican, the Soviet
official had met with Italian government
leaders and issued a call for ““relaunching
detente” in a ““Pan-European context,”
specifically the upcoming meeting of
signatories of the Helsinki accords in
Madrid. Gromyko also signed three colla-
borationagreements with the Italians, and
emphasized the two countries’ mutual
responsibility to cool downworld trouble
spots.

In Mexico, observers expect that the
Pope will be guided by the Third World
development goals of the Populorum Pro-
gressio encyclical of his predecessor Pope
Paul VI, ideals fully coherent with the per-
spective of developing sector integration
into the European Monetary System.

The WestGermancontribution

West Germany, the European country
that provides a good share of European
development funds for the Third World, is
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presently reorganizing its entire Ministry
for Economic Cooperation, the develop-
ment ministry, so that it can better partici-
pate in the planned expansion of develop-
ment activities.

Minister for Economic Cooperation
Rainer Offergeld announced Jan. 19 that
Manfred Boell, head of the Ministry’s
department on regional development pro-
jects and coordination, and Rainer Opplet,
another department head, were both dis-
missed, in addition to many other secon-
dary Ministry officials. Sources inside the
Ministry said that the two officials were
fired because ““We don’t need any more
‘creative’ chaos, just hard efficient work,
and the people who dismissed were plain
creative chaos. ... Our perspectives are all
there. Now comes the implementation.”

The only two higher-level Ministry
officials who were not sacked were State
Secretary Brueck, who accompanied West
German Chancellor Helmut Schmidt on
his trip to Nigeria and Zambia late last
year, and Norbert Burger, an expert on
coordination among the various West Ger-
man development institutes. Klaus Dieter
Leister, formerly in charge of Schmidt's

Chancellory office, will take Wilfried
Boell’s position.

The EMS’s opponents have their own
plans, however.

A phony Franco-West German alli-
ance on Africa was the highlight of the Jan.
23 Paris conference of the Bavarian-based
Hans Seidel Foundation. There Bavarian
Minister Strauss outlined a strategy for
Africa based on the apparently sound pro-
posal that “both France and Germany
should develop their strategy for Africa, a
strategy formulated in Paris and worked
out with Bonn.” But a call to the Founda-
tion’s headquarters in Munich revealed
that Strauss was not calling for aid to
Africa, but for European support for Great
Britain's contrary policy of ““less is more”
development for the Third World.

“This African strategy is by no means
directed against Britain,” a Foundation
staff member said. “*Not only are Strauss’
contacts with Healey and Thatcher good,
but this meeting was worked out with
them. The idea is to produce much more
intense cooperation between Britain and
Europe, and that can’t happen if France
and Germany ‘misunderstand’ each
other.”

Panel to set a competent

U.S. health policy

Everyone knows the United States is in
urgent need of a sound national medical
policy, but there’s no doubt that neither of
the two bills now before the 96th Congress
— the Kennedy health insurance bill and
HEW Secretary Califano’s “hospital cost
containment’” alternative — can provide
Americans with even adequate health
care.

A more positive prospect was raised
last week by Debra Hanania-Freeman,
Congresswoman-elect for Maryland’s 7th
district seat. She reports that at herrequest
Dr. Ernest Schapiro, a medical doctor dis-
tinguished as a leader in the movement
against marijuana decriminalization in
upstate New York and around the U.S., is
forming a “*Blue Ribbon Commission™ to
immediately formulate a competent
national health policy for the U.S.

“Dr. Schapiro has already begun con-

EXECUTIVE INTELLIGENCE REVIEW

tacting interested individuals,” said Dr.
Freeman, “and he will be issuing a series of
interim reports on health care questions, as
steps on the road to the Commission’s
formation of a comprehensive policy.”

If the Kennedy bill becomes law, said
the Congresswoman-elect, “HEW of-
ficials are already mooting the possib-
ility. . . of forcing those seeking govern-
ment health insurance to sign a so-called
‘living will' giving hospital admin-
istrators the right to ‘pull the plug’ or
restrict treatment to pain-killing drugs if it
is deemed no longer expedient to keep the
critically-ill patient alive.

“Dr. Schapiro and I are in funda-
mental agreement on the basic principles
that will guide the Blue Ribbon Commis-
sion in its efforts to develop a real Amer-
ican health care alternative to this night-
mare.”

Jan. 30—Feb. 5, 1979



Junta readies Bhutto’'s murder

The military junta of Pakistani General
Zia ul Haq appears to be readying itself
and the nation to murder imprisoned
Prime Minister Zulfikar Ali Bhutto,
awaiting only the decision of the Supreme
Court on Bhutto's appeal of a death sen-
tence conviction given him by the junta’s
courts.

Pakistani sources to have massively
deployed troops into all Pakistani cities
prepared to crush outbreaks of resistance
to their move.

The London Duily Telegraph also
reported that leaders of Bhutto's Pakistan
Peoples Party are going underground
anticipation of the court’s decision and a
feared general roundup of party members.
The decision of the court, which is
‘‘writing its judgment,” is expected any
day now and the time between its
announcement and the carrying out of the
execution of Bhuttoif the courtupholds his
sentence will be swift, according to well-
informed sources.

Latest reports, relayed fromsources in-
side Pakistan, are that a decision will come
down between Jan. 26 and the end of the
first week in February. Rumors are also
rife, some predicting Bhutto will hang,
others that the court is split. One report in-
dicates that the army itself is split three
ways, and that two of the factions do not
want Bhutto hanged because of the disrup-
tion it would cause, and instead want the
army to get out of politics. But so far Mar-
tial Law Administrator Zia and the fanatic
Muslim group most strongly supporting
him have not indicated any change in their
desire to get Bhutto permanently out of the
way.

The Pakistani junta received import-
ant backing from the Peking regime,
which sent Vice-Premier Li Hsien-nien on
an unscheduled three-day visit to Pakistan
on his way back from Africa. The Chinese
official praised the government and gave
Chinese backing to Pakistani claims
against India over Kashmir, despite an up-
coming visit of the Indian Foreign
Minister to China in several weeks.

It is known that the Chinese, long-time
allies of Pakistan, have made it clear they
have no concern over what happens inside
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Pakistan as long as their strategic interests
are served.

Thelranconnection

The murder of Bhutto, according to many
observers, will trigger chaos inside
Pakistan within a short time as the junta
and its backers among the fanatic reaction-
ary Muslim Jamaati [slami party, the Pak-
istan branch of the Muslim Brotherhood,
try to hold onto power with little supportin
the population. The events in Iran will en-
courage the spread of chaos and the dis-
integration of Pakistan, which in turn will
have an impact on the political stability of
India.

Already Pakistan is being used for
Muslim Brotherhood destabilization
operations into Afghanistan. The Jamaati
Islami of Afghanistan, operating out of
Pakistan, claims that it is leading tribal
revolts inside Afghanistan, attempting to
undermine the revolutionary govern-
ment of Prime Minister Taraaki. Taraaki

has vowed to fight “the black inter-
national,” as he calls it, and the Afghan
government stated recently that Western
press claims of widespread revolts inside
the country are ““lies.”

The fate of Bhutto remains a matter of
urgent international concern to halt the
collapse of the entire region. Former In-
dian Prime Minister Indira Gandhi recen-
tly told a cheering Muslim audience in
southern India that she had sent letters to
many Prime Ministers and Presidents
urging their intervention to save Bhutto.

Both the Pakistani government and a
minister of the Desai'government in India
itself responded with attacks on Mrs.
Gandhi for “interfering in the internal af-
fairs of Pakistan.” However, the Defense
Minister of India, Jagjivan Ram, has
recently warned the U.S. against any at-
tempt to escalate arms sales to Pakistan.
Such sales have been reported recently as
under consideration to “‘shore up Pak-
istan”" in wake of the Iran events.

What Jack Anderson and

Zulfikar Ali Bhutto

$10

(plus $.50 postage and handling)

Order from:
New Solidarity International Press Service, P.O. Box 1922, GPO New York, N.Y. 10001

Katharine Graham Wouldn'’t Print

THE PAKISTAN PAPERS

by former Pakistani Prime Minister /r'

EXECUTIVE INTELLIGENCE REVIEW

This Week 7



The Presidency

Who’'s the man to lead America

To a degree largely unknown to the majority of the United States’
voting public, the character of the 1980 presidential race is being
determined by the establishment, beginning this year, of the
European Monetary System, which is laying the basis for a new
and more viable international monetary system to replace the
collapsed Bretton Woods agreements and their central institu-
tion, the International Monetary Fund.

But in the “back rooms,” where American politics is still
largely determined, the presidential race is being fought out as a
battle between the pro-British Anglo-American elite, committed
above all to stopping the EMS, and pro-EMS forces in the U.S.
who, though not necessarily committed tothe candidacy of U.S.
Labor Party chairman Lyndon H. LaRouche, Jr., are neverthe-
less taking their political cues chiefly from LaRouche. The
emergence of LaRouche — who declared his candidacy earlier
this month — as a pivotal factor in the 1980 presidential race is
startling to those who remember that his emergence as a widely
recognized public figure came only in 1976, with his nationally
televised warning of the nuclear war danger posed by a Carter
presidency; itisbeing grudgingly accepted asfact nevertheless, as
witness bitter attacks on the U.S. Labor Party in recent issues of
Business Week and the Far East Economic Review, and, more
significant, revelations that the U.S. State Department has risked
a Watergate-style "dirty tricks” scandal indeploying asignificant
manpower force internationally to counteract LaRouche’s efforts
on behalf of the EMS.

Even more difficult to accept, however, is the fact that the
doyens of the New York Council on Foreign Relations and related
Anglophile circles have selected NATO commander Alexander
Haig as the next U.S. President, to take office after playing out a
carefully preplanned scenario in which he defeats Democrat Ted
Kennedy in the November 1980election by running on aplatform
of thermonuclear confrontation with the Soviets. )

LaRouche versus Kennedy and Haig: inthefollowing seriesof
reports, we take our first in-depth look at the 1980 race. Our
coverage features:

— excerpts from LaRouche’s challenge to the nation to select a
President based on the qualifications to lead the United States
into the European Monetary System;

8 U.S. Report EXECUTIVE INTELLIGENCE REVIEW Jan. 30—Feb. 5, 1979



1980

into the EMS?

— an analysis of the “Haig-Kennedy" scenario, including state-
ments and press clippings from such advocates as Jay Lovestone
and the London Daily Telegraph.

— amid-term assessment of the Carter presidency, which takes a
critical look at Carter’s budget and State of the Union message;

— and a look at the continuing and growing problem of election
fraud, which points to some needed areas of legal reform, plus
important test cases now before the courts which could force
changes in the way elections are conducted.

\

Shaping the
century to come

Lyndon H. LaRouche, who announced hiscandidacyforthe 1980
presidential elections on Jan. 12 in Washington, D.C., previewed
his campaign and his role in shaping the presidential election in a
statement released at the time of his announcement. Major por-
tions of his statement appear here.

The American citizen must throw away all accumulated habits of
thinking about national politics for the 1980 Presidential cam-
paign. Although only a privileged handful in the United States vet
realizes what this truth implies, the entire world isnowat a point of
crisis, a point of the most profound, sweeping, worldwide changes
in approximately two centuries.

In the most narrow sense, what is now occurring is France and
Germany replacing the nearly two centuries of British domina-
tion of Europe. The United States is therefore under the greatest,
growing pressure to end the U.S. government's twentieth-cen-
tury tradition of a special relationship to the British monarchy,
and to establish our principal transatlantic alliances with Parisand
Bonn.

If the United States should continue to cling to a special rela-
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tionship to London, it is probable that general thermonuclear war
will occur before the 1984 election campaign. If the United States
moves away from London to a deepened, special relationship te
France's President Giscard and Germany's Chancellor Helmut
Schmidt, a new order of world peace and growing prosperity will
be secured fora hundred yearsforthe citizens of the United States
and their posterity.

It is from that standpoint that I now declare the beginning of
my campaign for nomination to become President of the United
States for the critical term, 1981-1985. It can and should be said
that, without the slightest exaggeration, I am at present the only
candidate with the combined knowledge and vision to work
closely with our allies in Paris and Bonn to bring about the needed
kind of durable new order in the world. . ..

As of the present, it is also ... my duty to aid President Jimmy
Carter’s administration in the same way I seek to aid promising
contenders for the 1980 nomination and election. I must aid the
White House and the Congress in understanding the implica-
tions of the new European Monetary System, in understanding
various important strategic options they would probably not
understand adequately without the benefits of my campaigning.

My principal target is that of establishing the kind of White
House leadership during 1981-1985 which will establish the
secure foundations for our nation’s prosperity and security for a
half-century or more tocome. My correlated duty is toaid in assur-
ing that the United States reaches January 1981 alive and well.

A candidacy more American
than apple pie

It is useful information for the average citizen to know thatl am
the Presidential candidate who is ““More American than Apple
Pie.” Although my global strategies and domestic policies are
generally in agreement with those of President Giscard, Chan-
cellor Schmidt, the standpoint from which my policies are
designed is exactly that of the founding fathers of our nation.

I have the same world-historic purpose for the United States as
Benjamin Franklin, John Quincy Adams, and Abraham Lincoln,
and bear consciously the same scientific-philosophical tradition
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that they embraced in adopting that global purpose for our na-
tion's existence.

It is my duty toaid the present administration and Congress by
demonstrating the way in which that tradition applies uniquely to
the domestic and foreign policy matters presently before us. It is
my duty to awaken a sense of that Neoplatonic-Republican heri-
tage of our nation’s creation and past greatness among those other
presidential candidates who might become fitted to occupy the
1981-1985 White House in my place.

The function of my term as President of the United States is to
sweep aside the vestiges of the British colonial and imperialist sys-
tem from the world, and to reorganize the world according to the
principles of what were once known internationally as the Ameri-
can System for effecting generalized scientific and technological
progress.

The function of an American President is not to manage an
overgrown political delicatessen. The function of an American
President is to be a nation-builder, and also to be the quality of
world-builder our nation’s weight in world affairs obliges our
President to be. An American President, like our nation’s found-
ing fathers, must be governed by a rigorous sense of our proper
national purpose. We must meet today's needs, but we must place
the emphasis of providing a secure foundation for the prosperity
and security of our nation and the world for coming generations.
An American President, like our founding fathers, must be a
nationbuilder who creates a heritage bestowed to the enduring
advantage of our nation and its posterity.

The principles of natural law and national purpose on which
the United States are founded are these.

First, there is the fundamental difference between a human
being and a beast. That difference is the potentiality of the human
mind to be developed in such a way that mankind increases its
power over nature. This increase is obtained through the kinds of
individual discoveries we associate with scientific discoveries and
useful inventions. It also depends upon that education and cul-

4 )
Rep. Kemp declares
EMS is a campaign issue

Congressman Jack Kemp (R-NY) became the first elected
official to publicly endorse Lyndon LaRouche’s assess-
ment that the European Monetary Fund is of major posi-
tive significance for the United States, on Jan. 21. Kemp,
who is widely considered to be a potential GOP presiden-
tial candidate, declared on William Buckley’s Firing Line,
that the European Monetary System has “‘become a sub-
ject of national debate.”” He then went on to say that he
was personally very “optimistic” about the EMS and that
he felt its gold-backed bond structure is a-very positive
development. The European Monetary Fund, Kemp said,
would resultin a positive shiftininternationalmonetary af -
fairs, announcing that its creation has already generated
“for the first time, a real policy debate within the United
States.” Kemp's office reports that he plans to make the
European Monetary Fund a continued major political
issue.

- J
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tural development which enables people generally to assimilate
such discoveries and inventions, for production and other general
practice by society.

A human being lives fully as a human being only in a form of
society in which the distinguishing qualities of the human capa-
city for technological progress are honored and encouraged. It is
true that we need technological progress absolutely, in order to
overcome limitations of primary resources, and so forth. More im-
portant, we need technological progress because we require a
form of society in which each of us is valued for that scientific pro-
gress in knowledge for practice which makes us superior to the
beasts.

A new world economicorder

President Giscard and Chancellor Schmidt have taken the initia-
tive in creating a new world economic order, to end the present
decline into a world depression, and to launch an unlimited pros-
perity over two, successive twenty-five year terms. The keystone
of this new arrangement is the European Monetary System
(EMS). This EMS will, over a projected two-year period, be the
pivot for developing a new world monetary system. That new
monetary system will, in turn, create a new world economic order
of general and growing prosperity.

Whatisbeing done is inexactagreement withameasure [ pro-
posed during the spring of 1974, and is also in agreement with the
new monetary system I first announced at a Bonn press confer-
ence during April 1975. Naturally, my immediate associates and |
have been in fairly frequent discussions with some among the cir-
cles behind the creation of this new monetary system now going
into place. For that and related reasons, I can inform vou that the
new system agrees in every essential respect with the system |
proposed in my 1975 International Development Bank (IDB).

What we are going to do is to open up the Third World for a
growing flood of high-technology capital goods. The biggest sin-
gle component of this trade will be nuclear-energy installations,
building up to the order of volume of up to a hundred new such
plants started in construction per year.

Out of this, under my Presidency, U.S. high-technology capi-
tal goods exports will increase by at least $100 billion annually
over present levels. . ..

Howtoget meintothe White House

The key to the 1980 election is, as I noted at the beginning, that
the “'silent majority™" of those citizens committed to the Ameri-
can tradition of technological progress can break out of the
British-influenced control of leading institutions provided those
voters have a half-way credible practical alternative. The added
factis that the European Monetary System exists, that a major up-
surge in prosperity is available to the nation on condition merely
that I am put into the White House. Once those two conditions are
established among alarge portion of the “*silent majority,” a rum-
ble and then an earthquake will occur in the pre-existing political
arrangements in this country.
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a rigged choice\@j

The same political circles who foisted the muddle-headed Jimmy
Carter upon the nation in 1976 are well on their way to insuring
that a far greater threat to U.S. national interestsis in the Oval Of-
fice in 1980. The Council on Foreign Relations, in collaboration
with such British-affiliated networks as the Aspen Institute for
Humanistic Studies, is committed to a scenario for the 1980
presidential elections whose principal elementsare the following:
First, a rapidly deteriorating global economic and political situa-
tion; second, an incumbent U.S. President ;"immy Carter) who,
increasingly unable to handle these mounting crises, is to be
unceremoniously dumped by his own party in favor of a Ted Ken-
nedy candidacy; third, a deadlocked Republican Party conven-
tion, split by multiple candidacies, leading to the nomination of
Tory-sponsored General Alexander Haig; and fourth, a phony
presidential election campaign pitting Haig and Kennedy— both
hand-picked by the same British intelligence networks — against
one another, with Haig — aided by media-induced hysteriaabout
the “ collapse of the West” and massive vote fraud — the ultimate
winner.

The other major element of this scenario is a no-holds-barred
political and financial warfare deployment against U.S. Labor
Party candidate Lyndon H. LaRouche, Jr., whose potentially
determining influence over the outcome of the 1980 election is
perceived by British-allied circles as the single most important
obstacle to the otherwise successful realization of its gameplan for
1980.

With Haig — a stand-in for Henry Kissinger — safely en-
sconced in the White House, the CFR crowd will be strategically
situated to carry out its ““unfinished agenda’ for the world, with
sabotage of the recently initiated European Monetary System —
through a series of Iran-type crises accompanied by regional wars
and widespread economic collapse — the first priority.

Howthe scenario willwork

The Demoractic Side: The main countours of how the “1980
scenario” will evolve are identifiable even at this relatively early
stage. Beginning with the mid-December (1978) Democratic
Party mid-term convention, Carter has come under increasing at-
tack from both the “right™ and “left”” wings of his party. Blamed
by one side for rising inflation and a failure to cut government
spending enough, and by the other for cutting spending too
much, Carter has taken the bad advice of Gerald Rafshoon and
other political strategists and opted to carve out a ““middle of the
road”” non-policy which fails to address any of the fundamental
questions facing the United States.

Carter's 1980 budget, released January 22, and his January 23
State of the Union address, only serve to confirm that his attempts
to play up to both sides of the CFR’s controlled debate is alosing
gambit (see below), providing Kennedy with a ready-made op-
portunity to launch his most open challenge to the President to
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date. In a statement issued to the press Jan. 23, the Senator from
Massachusetts blasted Carter’s budget for asking ** the poor, the
black, the sick, the young, the cities and the unemployed to bear a
disproportionate share of the billions of dollars of reductions in
federal spending that are necessary if the target, which I support,
of a budget deficit below $30 billion is to be reached.”

At the same time, the gentlemen of the Eastern Establish-
ment press are seizing on the dissatisfied reactions to the Presi-
dent’s twomajordocuments thisweekas proof that he has become
a very lame duck indeed.

Carter’s two main Democratic opponents — Ted Kennedy
and California Guru Governor, Gerry Brown — have been
playing their parts with equal aplomb.

Brown — whose unofficial candidacy is reliably reported to be
personally run by Robert O. Anderson, a top-level British
operative who chairs the Aspen Institute, the Atlantic Richfield
Co., and the London Observer — is being fielded by the CFR for
two principal purposes. The first is to create a political climate
within the country amenable to London’s “New Dark Ages™
gameplan (see EIR, Vol. VI, No. 2), a job for which Brown, an
open advocate of Zen mysticism, drugs and ““small is beautiful”’
ideology is preeminently qualified. Brown’s recent call for a
constitutional convention to adopt an amendment prohibiting
deficit spending (a move authored by Robert O. Anderson, accor-
ding to the Jan. 24 New York Daily News) is one of the more bla-
tant elements of the New Dark Ages strategy.

The second purpose of Brown’s candidacy is to provide both a
foil and a stalking horse for Teddy Kennedy. According to infor-
med sources, the Kennedy strategy is to let Brown embarrass and
weaken Carter in the early primaries, at which point Kennedy will
move in for the kill in much the same way Robert Kennedy used
Eugene McCarthy to soften up Lyndon Johnson before officially
entering the 1968 presidential race.

By counterposing his own genocidal policies (especially his
highly controversial national health insurance bill) to Brown's
more openly medieval ones, Kennedy can make them appear
comparatively less unpalatable than they are in reality, while at
the same time consolidating a liberal-fascist constituency around
them.

Daily Telegraph endorses Haig

The Toriest of Britain’s Tory papers, the Daily Telegraph,
delivered an outright endorsement of General Alexander
Haig's presidential candidacy in a Jan. 7 editorial. The
endorsement, titled ** Haig Advances,” read:

General Alexander Haig's decision to resign from the Nato
command with a view to making a bid for the Republican
Presidential nomination is welcome, since his breadth of
experience would make him a valuable contender for the
White House. Not only did he prove himself a deft and
decisive politician in the days of the Nixon debacle —when
he was the only aide left on the burning bridge — but also
subsequently an outstanding soldier-diplomat in Brussels.
With such a Republican standard-bearer, the next Ameri-
can election would really take fire.

- J
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The Republican Side: Despite their decision to give Kennedy the
Democratic Party nomination, the CFR-Londoncrowdhasnoin-
tentions of letting him near the White House. Still smarting over
the way John F. Kennedy — faced with the imminent prospects of
nuclear holocaust — aborted their Cuban missile crisis scenario at
the last minute, the Anglo-American elite has instead chosen
someone who will have no last-minute qualms about the implica-
tions of “ playing chicken’” with the Soviet Union. That someone is
chain-smoking General Alexander Haig, currently Supreme
Commander of NATO, formerly Henry Kissinger’s top aide on
the National Security Council and protégé of the same British
intelligence circles which promoted Kissinger to political power
in the United States.

Jay Lovestone, a leading Zionist lobby spokesman and AFL-
CIO foreign affairs advisor, explained why his circles favor Haig
over Kennedy in an interview last month: ““Scoop Jackson won't
be running for President in 1980, he's got no heart for it anymore.
Moynihan's a great guy, but he can’t run. But we've got an ace in
the hole — Alexander Haig. He'll run as a Republican. Haig's a
great hero because he forced Nixon to resign. The British and our
people at NATO headquarters know that Haig cansave the U.S.
Kennedy s strategy is wrong, he’s too soft on the Commies, but we
won't attack Kennedy, he's doing Carter a lot of damage....”

Given Haig's pedigree (see below), it is no coincidence that

the first mootings of his candidacy appeared in the Tory-
controlled press in Britain. Shortly following a very private, mid-
November dinner hosted in London by the Aspen Institute’s
Anderson, at which former Conservative Prime Minister Harold
Macmillan accused Carter of perilling the continued existence of
the west by failing to confront the “Soviet threat,” the Daily
Telegraph and the London Economist began promoting Haig's
“presidential qualities.”” By the time Haig announced his resigna-
tion from NATO (effective in late June) on Jan. 2, the British press
was brimming with pro-Haig PR hypes. Within days, favorable
news commentary blossomed into outright editorial endorse-
ment of a Haig presidential bid in the Jan. 7 Daily Telegraph (see
box).

Obstaclesto Haig

The admiration expressed by the British press for Haig does
not mean that the paper-clip general can sail straight into the
White House. Quite the contrary. Haig has no constituency
within the Republican Party — except for what GOP operatives
tied into the CFR-London networks can pull together. His long
and intimate association with Kissinger, his notorious inside role
in the Watergating of Richard Nixon, his well-known military in-
competence and complete lack of political experience, coupled

A profile of London’s choices

the careers of James Schlesinger, Henry
Kissinger, and other traitors.

Haig was sent to the Naval War
College and Georgetown University (both

If the Council on Foreign Relations suc-
ceeds, the U.S. electorate will be forced to
choose between Democratic candidate
Ted Kennedy or Republican candidate
Alexander Haig in the 1980 presidential
elections, two contenders who wear the
same British policy brand and who — by
slightly different strategies — will drive
the U.S. toward depression and thermo-
nuclear war.

A review of their credentials a% presi-
dential candidates reveals their common
parentage.

TedKennedy

Beyond the known Kennedy family con-
nections to the British oligarchy’s Cecil
family and various Rothschild branches,
the Kennedy boys were educated under
directsupervision of two of Britishintelli-
gence's most notorious agents: John
Wheeler-Bennet and the Harvard-based
William Yandell Elliott. (Likewise, Elliot
was also instrumental in Haig's career.)

Kennedy's programs are a direct read-
out of Britain's public wishes for the
collapse of the U.S.:

His health care plan, simply put,
means forcing U.S. citizens to pay in-
surance premiums (to London-connected
companies) for care they won't be able to
get when he finishes “‘cost-cutting”
medicine right of f the map.

On another front as new chairman of
the Senate Judiciary Committee, Ken-
nedy plans a revision of the criminal code
to, among other horrors, decriminalize
marijuana.

Towinderegulation of the trucking in-
dustry, he is riding under the banner of
“free enterprise’” to target the core
strength of U.S. industry — a centralized,
efficient method of production and
distribution.

On energy, he is an ardent proponent
of conservation, with the notable strategic
exception of wooing Mexican oil to bust
OPEC.

AlexanderHaig

Haig was picked out of obscurity by Fritz
Kraemer, a top-level, publicity-shy British
agent who, from a position at the U.S.
Department of Defense, also engineered

British intelligence bastions) for training,
and through the interventionof Kennedy-
ite Joseph Califano, was assigned to then
Defense Secretary Robert McNamara's
staff.

In 1968, after completing a stint as a
Military Fellow at the New York Council
on Foreign Relations, Haig was in-
troduced by Califano to Henry Kissinger.
Kissinger in turn had promoted Haig to a
two-star and then four-star general over
the heads of more than 240 top-ranking
candidates.

Nowhere is Haig's disloyalty to the
U.S. more evident than his role in Kiss-
inger's Watergate operation against Presi-
dent Nixon. In the process of finally con-
vincing Nixon to resign, Haig elevated
himself to the role of ““Acting President.”

As Kissinger's right-hand man, Haig
helped plot Kissinger's Middle East and
Africa destabilizations.

Former White House speechwriter
William Safire once said, “Al Haig
wouldn’t go to the bathroom without first
raising his hand and asking Kissinger’s
permission.”



with the fact that he is, at least on the surface, a military man, all
pose real obstacles to his candidacy.

Haig Scenario

The CFR crew is relying on two main factors for overcoming
these stumbling blocks. First and foremost is their overall “New
Dark Ages’ strategy of wars and massive economicdislocations —
e.g Iran — in which a Haig candidacy could be foisted on a semi-
hysterical U.S. seeking some kind of “order.” This scenario was
spelled out in a recent interview by a close personal friend of
Haig's, Bob Richardson of the American Security Council (a
Washington-based, defense-oriented think tank, with heavy
Tory input): ““Haig understands that he really isn’t a viable can-
didate at this point,” Richardson said. “However, if there are a
series of crises, say, for example, if Iran really goes down the tubes
and there's an oil cut-off to the U.S., then the manin the street will
getscaredandsay'We needamilitaryman. .. an officer. .. tocome
in and take charge.” That's when Haig's candidacy becomes real,
and when people will start laughing at the Phil Cranes...."”

Secondly, the CFR is attempting — thus far successfully — to
promote a slew of GOP candidates, hoping that a crowded field
(heavily sprinkled with its agents and dupes) will hopelessly mud-
dle policy debate, detract attention from any potentially viable

candidates, and lead to a deadlocked convention in which Haig
can offer himself as a ““neutral,” “unifying’” candidate.

Sofar, other probable Republican candidatesinclude Ronald
Reagan, John Connally, New York Congressman Jack Kemp, for-
mer CIA director George Bush, Senator Lowell Weicker of
Connecticut, and Illinois Congressman Phil Crane. Of these can-
didates, only Kemp at this point has indicated that, if he runs, he
might campaign on an issue not determined by the CFR: the
European Monetary System, which he supports (see above).
Although Connally hastaken strong positions on behalf of U.S. in-
dustrial and technological growth in the past, more recently he
has been successfully pixied by a group of tory-linked economists
operating out of Harvard University. Connally testified to this
control at his Jan. 24 press conference announcing his candidacy,
declaring his support for Gerry Brown’s “constitutional con-
vention” proposal, and calling, in Haig-esque terms, for amilitary
buildup. Phil Crane, another “honest” Republican conservative,
is under the thumb of the American Security Council and Richard
Viguerie, and is hewing strictly to the CFR-dictated line for
“conservative’ candidates. Unless Connally or Kemp is prepared
to break fully with the CFR-London crowd, the U.S. electorate
will face two choices come November 1980: the Labor Party’s
LaRouche or the CFR’s Haig.

—Kathleen M. Murphy

STEP 1

STEP 2

STEP 3

London’s Scenario for 1980

DEMOCRATS

REPUBLICANS

PRIMARIES
Gerry Brown successfully challenges Carter
in several primaries.

CONVENTION

With Carter humiliated and Brown’s
constituency too narrowly based to
win, Ted Kennedy reluctantly accepts a
convention draft to serve as
Democratic standard-bearer.

a fweicker]

. PRIMARIES
Crowded field of entrants clutters the
primaries. The primaries produce probably
three, regionally based front-runners, none
with enough votes to win nomination

CONNALLY

CONVENTION
Convention, controlled by Max Fisher
and Henry Kissinger, resolves the
deadlock — with aid of “moles” in the
Reagan camp — by turning to Alex-
ander Haig, who has remained above

primary partisanship.
P

HAIG

ELECTION

STEP 2

STEP 3

Haig, in an atmosphere of crisis and
war prepared in the closing months of
the Carter first term, sweeps past Ken-
nedy on the grounds a strong military
man is needed to pull things together.

STEP 4
PRESIDENT HAIG
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Carter: ‘a slow\¥
walk toward war’

As has been conveyed as an assessment to the Executive In-
telligence Review by the highest circles in both France and West
Germany, the phrase best representing the Carter presidency is
thatit represents “‘aslow walk tonuclear war.”” Carter, himself the
product of a Council on Foreign Relations scenario for 1976, un-
der overall London coordination, never was, nor ever will be
qualified to be President of the United States. A second term for
Carter would in all probability be the same as having either Alex-
ander Haig or Edward Kennedy as President. At some point
during a second Carter term, one would witness the end of that
“slow walk,” as the U.S., pursuing the strategic objectives of the
World Bank and International Monetary Fund, stumbles into
nuclear war.

There is no better certification of this fact than Carter’s
“unglued” performance over the past week, culminating in the
abominations that were passed offas a” budget’ and** State of the
Union" message. The same forces from London and New York’s
CFR that put Carterinto the presidency in 1976, are now dictating
Carter'severyday actions and words. What is their intent? To un-
ravel the Carter presidency in conformity with the Haig-Ken-
nedy election scenario the Council on Foreign Relations has pre-
pared for 1980.

Carter's speech of Jan. 25, authored under the influence of
Zbigniew Brzezinski's National Security Council, ought to have
been the “tip off " of what would follow. Carter delivered a
ringing endorsement of abook by Barbara Tuchman plugging the
Dark Age of the 14th century, calling it**a delightful history of the
14th century.” Carter went on to proclaim that 1979 “will be a
year of religious fervor sweeping the Middle East and the Persian
Gulf... ayear wherepeople willleave their materialistbeliefsand
return to old religious beliefs.” We will spare the reader further
quotations, which further capture the essence of a total presiden-
tial endorsement of a policy to stop modernization worldwide —
and endorsement of a ““New Dark Ages™ for the world.

A more egregious example of a worst case budget could scar-
cely be imagined than the one proposed by Carter. The budgetisa
stringent austerity package for industry and the U.S. population,
while maintaining the “integrity”” of every major speculative and
real estate bubble in the country. It works as follows.

Although the nominal budget deficit has been reduced to $29
billion, offbudget expenditures have actually been increased —
by 855 billion, in fact — yielding a whopping net deficit of $41
billion. On top of this is a deep fiscal gouge into the budgets for
scientific research and development, social services, and non-
defense procurement.

The budget, as per the British-CFR plan for the 1980 elec-
tions, has become the ideal foil for a spate of demagogic attacks
that were delivered uponits release from the Kennedy and Haig-
Kissinger sides of the 1980 deployment. Already, the media is
devoting major attention to Kennedy and “GOP’" attacks on the
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budget. Kennedy demagogically blasted the budget for ““hurting
the little people, the poor, the blacks, the young”™ — the very
groups that Kennedy through his so-called National Health Plan
would not hurt — but force to die by cuts in essential health ser-
vices. _

The Haig-Kissinger camp takes anotherdemagogictack. The
budget is, to quote Sen. Javits (R.-N.Y.) among others, “not
stringent enough ... not austere enough.” They demand that
social services be cut even further, while escalating the arms
budget.

The State of the Union? In terms of any reality principle, it was
never conveyed. A great deal of fantasy-and fluff — shoved into
the back of Carter’s head by his more loyal to the British advisors
— was. There was no sense of direction, no policy outlook, no
“where things stand, where they should be going™” that one ex-
pects from a President.

Ondomesticpolicy,every point listed by Carterwas an incor-
poration of the key Kennedy planks for 1980. On foreign policy,
he pitched to the right by blustering that he would not sign a
Strategic Arms Limitation accord with the Soviet Union if he
thought it jeopardized “national security’” or gave the Soviets a
strategic advantage.

Thus, the only policy content section of the speech was a flat
declaration that Carter will be devoting — albeit unknowingly —
the remainder of his presidency to building a Kennedy nomina-
tion for President in 1980.

— Konstantin George

r

LaRouche’s warning

Lyndon H. LaRouche, presidential candidate in 1976 of the
U.S. Labor Party, publicly addressed the citizensof the United
States on nationwide television on Nov. 1, 1976, on the immi-
nent dangers of thermonuclear war posed by a Carter victory
in the 1976 presidential election. Headded that the prevention
of war hinged on developing a new world monetary systemas
an alternative to world austerity. Following are excerpts from
that speech.

... We are convinced, not only my party, but key Republicans,
key Democrats, kevleaders of Europe, key leaders of the Third
World, that the election of Jimmy Garter to President of the
United States on Nov. 2 would mean that the United States
was, to all intents and purposes, irreversibly committed to
thermonuclear war no later than the summer of 1977....
...Because the world monetary system created at the end
of World War Il is now collapsing . . . certain forces within the
United States are committed to attempting to save this
bankrupt monetary system.... Carter and his advisors are
resorting to methods of extreme austerity, auto-cannibalistic
austerity, in the effort to squeeze out of real incomes, out of
essential services, and out of the capital of industry itself, suf-
ficient wealth to roll over for at least a time, some of the
bankrupt debt holdings of certain financial interests. These
measures are bad enough in the advanced sector, they are bad

\.

Jan. 30—Feb. 5, 1979



The vote fraud
threat in 1980

No more serious corruption of our nation’s political process can be
found than the vote fraud epidemic which has contaminated
every election in recent U.S. history. Election frauds have a long
tradition in this country — going back to the days of “Jacksonian
democracy” and earlier, but never has there existed the degree of
centralized, coordinated vote fraud which we face today. The
1976 elections, which wererigged for Carter by the Kennedy vote
fraud machine, were probably the most corrupt in our nation’s
history — compounded by the fact that both Congress and the
Federal Courts have defaulted on their responsibility to maintain
the integrity of the electoral process.

The crisis of vote fraud hasnow reached such proportions that
the viability of the 1980 elections is in doubt. If the Kennedy
machine and its organized-crime allies are allowed to continue its
corruption of public officials and the electoral process, the 1980
clections will be but a pre-rigged game in which the average citi-
zen will be only a pawn.

There are steps which canbeimmediately taken to reverse the

vote-fraud tide. They include:

—Congress must move vigorously to investigate the election
contests now before the House of Representatives, three of which
(Baltimore, Chicago, and Louisiana) involve massive, docu-
mentable fraud.

—State votinglaws must be rewritten and amended to estab-
lish adequate ballot security procedures, and safeguards on voter
registration.

—Official corruption must be weeded out, especially corrupt
judges who have sanctioned fraudulent elections; and, above all,

the corrupt Federal Elections Commission must be cleaned up or
abolished altogether.

Vote fraud tradition

The first large-scale vote fraud in this country emerged in the 1828
elections, coinciding not accidentally with the establishment of
universal suffrage. Ballot-stuffing, bribery, and intimidation
reached their 19th-century peak during Reconstruction and in the
1876 Hayes-Tilden presidential race, under the direction of Roth-
schild agent and one-time Democratic Party national chairman
August Belmont.

It was to allegedly overcome the myriad possibilities of bal-
lot-box stuffing that mechanical votingmachinesweredeveloped
at the turn of the century. However the introduction of machines
didn’t eliminate the fraud — it only raised slightly the degree of

)

on the Carter war danger

enough in the United States. We see in New York City what
this leads to. They're bad in Europe and in Japan. But in the
developing sector, these austerity measures mean
genocide. . ..

This is also the policy of William Paddock. ... (Carter ad-
visor George) Ball endorses Paddock’s proposal to reduce the
population of Mexico, our neighbor, from 56 million to 28
million. He proposes to do this ... by the methods used by
Hitler in eliminating 6,000,000 Jews and Slavs and others in
Eastern Europe during the war.. ;.

You cannot find any significant constituency in any part of
the developing sector which is willing to impose genocide on
its own people. People like George Ball and other Carter ad-
visors know this. They know that the developing sector cannot
be induced to exact genocide, as a policy for its own people,
without external military force, and military-political control.
What they propose to do is to put the developing sector under
cffectively NATO military and political control. Now
Kissinger and some others recognize that such a policy of put-
ting most of the developing sector under this kind of NATO
sovereignty, means war with the Soviet Union. ... The policy
of imposed genocide upon the developing sector means world
war. ...

European governments, heads of European parties, heads
of partiesand other forces in this country are rightly convinced

that if Carter wins the election with this combination of ad-
visors — Zumwalt, Nitze, Schlesinger, Rostow: men with
longstanding records, generally as maniacs for war — with
Carter as their boy, Jimmy boy of the New York Council on
Foreign Relations, this nation would be headed for war.
Carter must not get into the White House because that
would mean thermonuclear war and similar horrors. We are
agreed that we must not go to war, we are agreed that this
monetary crisis must be solved, and we are agreed on the
American traditions of technological progress, of industrial ex-
pansion, and of agricultural development. We are agreed on

[ developed the International Development Bank
proposals asthe only alternative proposal of competence now
on the table to replace a bankrupt monetary system. ...

(This proposal) would mean that this nation would be tur-
ned around from industrial decay and enter a period of high
capital formation, with full utilization of our idled industrial
capacities, with expansion and modernization of that capacity
creating jobs representing increasing skill levels available to a
greater number of our population. ... If we establish such a
new monetary system, then the basic cause of the danger of
war is eliminated.

J
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proficiency necessary to pull it off. (The story is told that when the
City of Chicago went to voting machines in 1947, all the local pre-
cinct captains began reading Popular Mechanics magazine.)

That the 1960 elections were stolen for John F. Kennedy is
beyond dispute. The most flagrant instances were Chicago and
Texas; however, GOP national chairman Thruston Morton
charged fraud in 11 states. In Chicago, over 600 election officials
were indicted, indictments subsequently dismissed by a party-
loyal judge.

In the early 1970s, the pro-British, Kennedy wing of the
Democratic Party put together a multi-faceted electoral appara-
tus which today controls the electoral process from top to bot-
tom, starting with the stacked pre-election “opinion polls” and
ending with the preprogrammed computer projections of fraudu-
lent returns on election night.

A central part of this apparatus is the Federal Elections Com-
mission (FEC). The FECis a Watergater'sdream. Opening upall
candidates, political committees, and individual contributors to
scrutiny by FEC auditors, the potential for politically-motivated
investigations and prosecutions is unlimited.

The second major “innovation” of the 1970s is the various
large-scale voter registration schemes. Under the guise of com-
batting ““voter apathy,” laws were pushed through in various
states which virtually eliminated all controls and safeguards on
voter registration. The results were evidenced in such cases as the
1976 Oregon primary, where carloads of “voters” from Califor-
nia arrived to vote in the Oregon primary, and also in California
where Jim Jones's “People’s Temple™” bused hundreds of illegal
voters around northern California and the Bay Area.

In New York, upwards of 500,000 illegal votes may have been
counted in the November general elections, according to evi-
dence presented in Federal Court. Likewise in Ohio, courtroom
testimony showed that vacant lots, abandoned buildings and
parking lots were casting numerous votes on election day.

Fortunately, Congress has so far rejected Walter Mondale’s
“Universal Voter Registration” plan, but some form of post-card
or“‘sameday’ registration has already been adopted in close to 20
states. Combined with the AFL-CIO and the UAW's “* Operation
Big Vote”” campaigns, these registration swindles have allowed
voter herding, ““tombstone™ voting and other chicanery on such a
scale that Mondale’s 1976 slogan, *Vote early and often’” became
national marching orders.

Also deserving of investigation are the links between organ-
ized crime figures and voting equipment companies. As pre-
viously documented (see Executive Intelligence Review Vol. 5,
No. 41), the two voting machine companies and the major manu-
facturerof computerized election equipment have all beentied to
organized crime networks.

Most notable are the connections to fugitive drug-runner
Robert Vesco. The president of the Macrodyne Corporation
(which took over the old Shoup Voting Machine Company) has
negotiated various business deals with Vesco, in which he was to
buy up one of Vesco's companies and Vesco was going to buy
Macrodyne.

Likewise, the Computer Elections Systems company of Cali-
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fornia was recently purchased by Hale Brothers Associates, a firm
which financed Vesco's takeover of the drug-conduit Investors
Overseas Services. Richard Pershing, the President of Hale
Brothers, is a close associate of Vesco, and financed Vesco at a
number of critical junctures.

The obvious question is, why are people like this anywhere
near elections, much less owning voting machine companies?

Key in unravelling the entire vote-fraud apparatus are two
cases presently under litigation by the Labor Party; one challeng-
ing the outcome of the Michigan primary in August 1978 and the
other seeking to overturn the illegal certification of Parren
Mitchell as the Congressman from the 7th Congressional District
in Baltimore, Maryland. Both cases involve massive voting
machine rigging, and intimidation of voters. Also, computer
fraud was used against the Labor Party in Michigan, particu-
larly Grand Rapids and Flint.

The Maryland case (Freeman v Mitchell) is one of anumberof
cases now before the Administration Committee of the U.S.
House of Representatives. Two other cases, Rayner v Bennett
(Chicago) and Wilson v Leech (Louisiana), both also involve
massive fraud.

However, Congress has now shown any great initiative in
investigation of vote fraud in recent years; in fact the last time a
Congressman was unseated in a contested election was in 1934. In
the 1976 case of Moreau v Tonry the House conducteditsownin-
vestigation only after the Justice Department had already indic-
ted a number of election officials; the contest became moot when
Moreau resigned from his House seat in May 1977.

Toward 1980

If the House of Representatives follows its past practice and dis-
misses the contested cases on straight party-line votes, the fate of
the 1980 elections is all but foreclosed. In 1960 and 1976 the
Republican national leadership had shown itself to be singularly
gutless in taking on the issue of vote fraud leaving elections to be
stolen out from under them.

The new element in the 1976 and the 1980 elections is the U.S.
Labor Party which at present commands a minimum of 25 percent
to 30 percent in an honest election, but whose votes in nearly all
cases have been subject to wholesale larceny.

Elected officials and others who profess concern about low
voter turnout and “voter apathy” need look no further than the
destruction of the clectoral process through vote fraud and offi-
cial corruption to explain the sense of cynicism with which many
Americans regard elections. If there are tobe electionsin 1980 and
beyond, there is a major cleanup to be accomplished, starting
now.

—Edward Spannaus
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EMS takes on EC farm mess

Third World relations linked to modernization efforts

Highly placed official sources in West Germany and the United
States have scoffed at British press reportslast week that the new
European Monetary System faced difficulties due to Franco-
German disagreement over the relationship of the new system to
the European Community’s method of agricultural pricing. Ac-
cording to these reports, issued also by the New York Times's Paul
Lewis last week, French insistence on eliminating the so-called
Monetary Compensation Amounts (MCAs), a form of Common
Agricultural Policy subsidy for farmers suffering from currency
shifts, would stall the inauguration of the EMS indefinitely.

In fact, according to American State Department sources —
who are far from pleased about it — the French deliberately
stalled the formal inauguration of EMS in order to ““totally trans-
form™ the Agricultural Policy, which favors the most backward
section of European agriculture. In the State Department's
hostile perception, West German Chancellor Schmidt is French
President Giscard’s covert ally in this process, which would force
either the modernization or disbanding of most Bavarian agri-
culture. Bavarian peasants, among the most backward in the
European Community, are also the main electoral base of
Schmidt’s enemy Franz-Josef Strauss, the main West German
spokesman for the Hapsburg family’s **Pan-European Union.”
The MCA's currently benefit Bavarian agricultureat ECexpense,
by permitting less-efficient Bavarian peasants to sell their pro-
ducts throughout Europe at the equivalent of the pre-revalua-
tion German mark rate, without which these products would be
priced out of their present markets. The MCAs, more importan-
tly, benefit Britain, which imports most of its food, by permitting
the EC’s weakest economy to import food at the equivalent of the
pre-devaluation sterling rate, or roughly 20 percent less than Bri-
tain would have to pay otherwise.

Correspondingly, the British have intervened in what was in-
itially billed as a Franco-German dispute, although it was actually
a Schmidt-Giscard operation against agricultural backward-
ness, especially of the Bavarian variety. In a maneuver that
severely damaged his reputation as a European rather than a
British spokesman, EC Chairman Roy Jenkins was tapped by
British Prime Minister Callaghan to act as Britain's advocate
against France. State Department sources qualified the British
Prime Minister as “desperate”” over the possible loss of the EC
subsidies, and ““handling the entire situation himself.” Simul-
taneously, Britain's friends among the Bavarian nobility came to
the aid of their ““homeland.”

A Schmidt opponent, Free Democratic Party Agriculture
Minister Ertle, goaded by such Hapsburg fawns as Baron von
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Heeremann, head of the West German peasants’ federation, sud-
denly reneged on previous EMS agreements to phase out the
MCAs several weeks ago, and promptly found himself in bed with
the EMS’ bitter opponent, Great Britain. The British press, which
several months ago mooted editorially the prospect for hanging
the EMS on theagriculturalissue, has puffed thefarmissue to the
point that pro-London conduits such as the New York Times's
Lewis, pronounced the EMS a virtual dead letter.

UK Foreign Minister David Owen gave Britain’s game away
at the European Parliament meeting last week held to launch
FrenchForeign Minister Frangois-Ponget’s tenure as EEC Coun-
cil President. Within 24 hours of a publicly announced com-
promise agreement between leading French and West German
peasant organizations on the MCA issue, Owen insisted publicly
that Her Majesty would not allow the phasing out of the MCAs, as
had been agreed to by EMS founding members and reconfirmed
as a part of the peasant leaders’ compromise, without first im-
plementing a complete overhaul of the Common Agriculture
Policy (CAP). As Ponget promptly pointed out to Owen, Britain
has refused to join the EMS, a little fact which is grounds for dis-
missing British meddling in the issue out of hand. Moreover,
revealing the British duplicity and opportunism at the Bremen
summit where the EMS was puttogether, the formula for freezing
and then phasing out the MCA that was part of the package from
the outset received not a peep of objection from the honorable
British Prime Minister Callaghan.

It rapidly became apparent that Owen overplayed the Queen’s
hand. Last week the London Financial Timesreported that while
bilateral discussions between France and Germany on the issue
had notmade much progress*‘ toward acommunitysolution,” the
talks may well have “gotten these two governments closer
together.”” Private meetings between the French and West Ger-
man agriculture ministers in Brussels last week were expanded to
include the two countries’ finance and foreign ministers on Mon-
day. The French press reports that Belgian Agricultural Minister
Humbelt has offered a compromise, and Berlin's ““Green Week’™
festivities beginning tomorrow are expected to be a focus of
further informal discussion on the issue. There are a series of
ministerial and other meetings over the coming several weeks,
any one of which can serve to ratify a settlement to the problem.

Orientationtothedevelopingsector

The real leverage for the EMS s success, however, lies in the EMS
push toward the developingsector. Thisis not only the basis forex-
tending the EMS kernel into a new world credit system to assure
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peace and world economic growth, but it is, in particular, the basis
for solving the European ““farm problem™ itself.

The opening of asignificant new round of negotiationsoverthe
past week between West Germany and Japan and Saudi Arabian
leaders on world economic collaborationmarks the real power and
advance of Giscard and Schmidt s peace and development policy.
Japanese Finance Minister Sonoda arrived in Bonn last week for
planning discussions with West German government officials on
how Japan and continental Western Europe can rapidly move to
use the combined muscle of the EMS and the Japanese “ capital
market” to get industrial exports into Asia, Africa and South
America. Togetherthe EMS and the Tokyo market add up toone-
half trillion dollars worth of potential low-interest, long-term
loans to finance world economic development.

West Germany's leading press agreed that Sonoda’s visit was
“of extraordinary significance at this time.” Japanese leaders
have been working closely with West German Chancellor Helmut
Schmidtaround a policy of ending the world economicdepression
as the only means to avert an outbreak of East-West nuclear con-
frontation since October 1978, when Schmidt made a state visit to
Tokyo to discuss the French-West German EMS initiative. The
efforts temporarily lost momentum with the late 1978 election of
Prime Minister Ohira, but have begun to pick up since the four-
power Guadeloupe summit. Following the talks between Sonoda
and West German Foreign Minister Genscher yesterday, a state-
ment was released to the press affirming that both nations face
“additional responsibilities. . . to affect world policies.”

Another set of vital negotiations began this past week between
West German officials and Saudi Arabian Finance Minister Saud
to bring the Arab Monetary Fund's multibillion dollar reserves
into this European-Asian alliance. On Feb. 1, the West German-
Saudi joint economic commission will convene in Bonntodraw up
plans for joint industrial ventures in third countries.

European leaders have in fact been increasingly emphasizing
publicly that the EMS is not simply a European effort, but is ac-
tually an international development program. From the key-
stone Schmidt-Brezhnev accords of last May, to Chancellor
Schmidt’s late December extended discussions with Jamaican
Prime Minister Michael Manley on North-South issues, and on
President Giscard’s upcoming Mexico visit and Iraqi and other
Arab collaboration, the global North-South and East-West scope
of the Giscard-Schmidt initiative is apparent.

InaJan. 19report to the Social Democratic parliamentary frac-
tion on the scope of development programs now under discussion,
Schmidt revealed that he was delegated by the Jamaica con-
ference to deliver a speech appealing to the Soviet Union to join
the North-South dialogue, a speech which Schmidt is now
preparing for release “at the proper time.” Further, South
American government sources report this week that the April
state visit to Brazil where Chancellor Schmidt will sign the final
documents for the landmark Brazil-West Germany nuclear reac-
tor deal will be expanded to include a Latin American organizing
drive through Peru and the Dominican Republic.

A thorough housecleaning of the West German Ministry for
Economic Cooperation, the Development Ministry, attests to the
seriousness of the Chancellor’s commitment to Third Wortd
industrialization. Holdovers from the reign of environmentalist
“development minister” Egon Bahr are being sacked.

As French Foreign Minister and EEC Council President
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Frangois-Ponget emphasized in his opening speech to the Euro-
pean Parliament, implementation of the EMS goes hand in hand
with renegotiation of the Lomé accords, with ““more ambitious™
cooperation accordsbetween East and West, and with serious eco-
nomic and energy development plans for Europe.

The Lomé agreements have also figured prominently in West
German policy for the developing sector, highlighted by the
Schmidt-Manley conference in Jamaica during late December
which marked the first of an expected round of negotiations to
rewrite European-Third World Lomé Treaty which expires in
1980.

Lomé, which defines preferential trading relations between
the EEC and a grouping of some 56 African, Caribbean and
Pacific developing countries around a two-pronged program of
Third World nation income stabilization and development
financing, was put together in 1975 asameans, primarily, of subsi-
dizing the Commonwealth colonies upon Britain’s joining the
EEC. The only beneficiary to date has been Tate and Lyle, Bri-
tain’s colonialist sugar monopoly, which wanted the agreementin
order to rig world sugar prices. For the past year, Chancellor
Schmidt has advocated a ““globalization™ of Lomé to the entire
developing sector. Justhow this is interpreted and carried out, and
itis a tricky matter of great practical importance, the potential in
Schmidt’s Lomé tactic has not been missed by London’s
colonialists.

-
France-lraq talks typify

The EMS approach to developing sector nations was well
illustrated earlier this month when Prime Minister Taha-
Moheidine Maarouf arrived in Parisforthree daysof talks with
French government leaders. Arriving on Jan. 9, Maarouf was
accompanied by the Iraqi Ministers of Foreign Affairs, Trade,
Information, Agriculture and Agricultural Reform. During
their stay, Prime Minister Maarouf met with French President
Giscard d'Estaing, Prime Minister Raymond Barre and also
toured the Framatome nuclear power plants.

In a speech Jan. 9 at the first of a series of meetings and
toasts, Prime Minister Barre spelled out the nature of the
Franco-Iraqi economic relationship, as well as the critical im-
portance of Iraq as a factor of stability in the Middle East. Barre
declared:

“It is with great honor that France welcomes on its soil for
the first time Prime Minister Maarouf.

“Collaboration on an equal footing, to the mutual advan-
tage of each party can only be established on the basis of a clear
accord on a certain number of essential principles.

“The first of these principles is that of national indepen-
dence. Iraq and France are convinced of it. Thisis for us, Iraqis
and French, the first reason to meet and understand each
other. -

“A second principle is the serious desire to construct, on
solid bases, the economic and social development of our coun-
tries and to mobilize to this end all our energies. This develop-
ment proceeds from the methodical organization of our

L resources, the training of men, the modernization of
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As it stands, Lomé has two institutional legs — STABEX, an
income stabilization fund to guarantee a certain level of national
income to Third World country members should their export
earnings tumble, and a complementary Industrial Development
Fund to foster technology transfer and modernization in the
Third World. To date, practically speaking, STABEX has been
the crux of the operation, and it is the STABEX feature specific-
ally which Chancellor Schmidt has proposed to globalize. 1t is
essential to note that STABEX is an income stabilization program
— as-opposed to the dubious “Common Fund” proposal to sub-
ject world commodity prices to speculative “stabilization” mani-
pulation — and that furthermore, in sharp contrast to the IMF's
Compensatory Financing Facility, it attaches no conditionality to
income transfers.

At present, STABEX remains a mere international welfare
type of holding action in respect to actual Third World develop-
ment needs. In the future? Whatever Schmidt has precisely in
mind, British colonial bureaucracy holdovers in the IMF and
World Bank have been literally apoplectic over the Schmidt-
Manley Jamaica conference.

Frantic officials at the IMF and World Bank recently
squawked to reporters that *“Schmidt is trying to take over the
world!”

—Susan Cohen

Europe begins gold
remonetization

The central banks of the eight European Monetary System (EMS)
countries have worked out the specifics of valuing the gold pool
composed of an initial 20 percent of each member’s bullion re-
serves at the market price — and continually expanding that pool.
According tosources atthe West German BundesbankJan. 25, the
decision was not to value the pooled gold in the EMS’s European
Monetary Fund (EMF) at either 75 percent of the market prices,
as the London Financial Times had reported, or at a six-month
average of the market price, but at a three-monthaverage —inef-
fect, 100 percent — of the market price. That market price is now
well established with a $200-an-ounce-range floor.

Asamember, say Italy, draws on the EMF, it receives a transfer
of gold and dollars, denominated in European Currency Units;
then the surplus members, like West Germany, replenish the
fund. Consequently there will be a steady shift of central banks’
gold (and dollar) reserves to the EMS.

On the books, the gold remaining with the central banks will be

EMS’s Third World approach

agriculture, the exploitation of natural resources, the creation
of industries responding to the realneeds of the country. From
all these standpoints, Iraq is in a good position. . . . France
shares the hope that Iraq will fully succeed in its develop-
ment, because today, more than ever, we have the conviction
that a prosperous and powerful Iraq is indispensable for the
stability of the Middle East.

“This is why, in our cooperation with vou, we have never
wanted to exclude any sector of activity. This is why we are
ready totake, withrespect for the orientations and priorities set
by the Iraqi government, an increased role in vour develop-
ment enterprise, as is already demonstrated by our position as
the number one buyer of Iraqi oil, a role which will be affirmed
even more in the next vears. . . .

“I am in particular convinced that close cooperation be-
tween Iraq and France is one of the foundations of any future
enterprise between the Arab world and Europe. Your country
and mine can bring, each in its own way, a major contribution
to the stability of this vast region of the world which stretches
from the Atlantic Ocean to the Indian Ocean, passing through
the Mediterranean, outside of all foreign interference and bloce
politics. . . .

“National independence, economic development,
cooperation and international solidarity, these are the fun-
damental clements of a conception that we share and which
must lead us, Iraqis and French, Arabs and Europeans, to
agree and act in concert.”

France’sMideastrole

The French see economic development as interrelated to
prospects for peace and stability in the Mideast. The following
day Giscard stated after his meeting with Maarouf that “ peace
in the Middle East could not be a lasting one without the real
unity of the Arab world. We expect a lot from the role Iraq has
to play in the equilibrium of the Middle East and the cir-
cumstances of the moment add to the price we attach to the ex-
istence of a strong and prosperous Iraq.”

A jointcommuniqué wasissued inwhich Maarouf expressed
Iraq’s positive appraisal of France's role in the Middle East,
Lebanon and the Horn of Africa and in the development of
international detente. Both sides urged that peace be con-
cluded in the Mideast on the basis of Israel’s withdrawal from
occupied territory and the recognition of the rights of the
Palestinian people. Finally, a pledge was made for France to
participate to the greatest extent possible in the realization of
Iraq’s five-vear economic plan.

Specific deals under consideration include: the construc-
tion of one or more nuclear power stations, a dam in the
Messoul region, a refinery and two gas liquefaction plants.
Prime Minister Barre has accepted an invitation to visit Iraq at
a still undetermined date, in addition to his planned trip to
Saudi Arabia this April.

\
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valued according to each nation’s system: the French, for exam-
ple, use a six-month market price average while the Bundesbank
just upvalued its gold — worth $13 billion at the market price —
by only 20 percent to under $7 billion. However, this two-tier
valuation system is a cannily dynamic one, because, as balances
are settled every three months in the EMF, the ““surplus’ coun-
tries will get increments of European Currency Units (ECUs),
whose gold component is valued at the market price. These assets,
according to the Bundesbank sources, will be put into a special
reserve fund, meshing interestingly with the recent proposal by
the Krupp firm for the Bundesbank to institute a $1 billion fund
for long-term dollar-denominated export lending — lending
whichinthe EMF environment would be eitherde factoorde jure
gold-backed.

The two-tier arrangement also provides adirect answer to those
who have worried that remonetization of gold reserves will create
excess world liquidity. The gold is not activated at the market
price until it is actually involved in EMF credit transfers. Most to
the point, of course, is the basic EMS idea that, while balance-of-
payments and intervention-expense problems are smoothed out
through shorter-term lending, the generation of productive
credit, long-term credit, as the West German experience has
shown, is deeply counter-inflationary.

Thus, as one of the EMF's intellectual inspirers, U.S. Labor
Party Chairman Lyndon H. LaRouche, identified the transition
in his August 1978 “Facts Behind the New Monetary System,”
the EM F’s initial $20-0dd billion in gold will not be a defensive
stockpile against dollar depreciation, but a means of promoting
the ““hard-commodity trade and investment’ among the
advanced-sector, OPEC and less-developed countries that will
eventually bring the dollar to the three-deutschemark level.

Gauging last August that by the time the EMS geared up gold
would reach the $230 level, LaRouche outlined coordination
through the EMF, the Arab Monetary Fund — whose members
have been heavy gold purchasers recently — and the Tokyo
capital market to issue gold-backed bonds. These instruments
proceed to absorb currently idle or unproductive dollars, and
channel them at low interest rates to generate “rising volumes of
global capital goods exports” and other nuclear energy and
related exports. The idea had also been signaled by West Ger-
many'’s leading business daily, Handelsblatt, last summer, when
the EMS took official shape, and has been circulated in the past
fewmonthsby Rep. Jack Kempandother U.S. traditionalists who,
unlike mere “gold bugs,” are concerned about capital formation
and export promotion.

Kemp said on the Jan. 21 William Buckley television program
that if the U.S. had had something like the EMS ready togo when
the Bretton Woods system collapsed in 1971, we would not have
had to go through the 1974 recession; the U.S. should now be
debating this EMS approach to economic growth — especially
since, Kemp added, he expects the Europeans to start issuing
gold-backedstatebondswhich will not only be securedfrominfla-
tion but will give a huge kick to economic growth. The further
point can be made that this level of deliberately launched growth
is precisely the key to raising productivity and hence reaching a
real anti-inflation success in the U.S.
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Revaluationmoves

While pegging their new, high valuation of the EMF’s gold
reserves, several EMS members have upvalued the totality of
their own central bank reserves. At the end of 1978, France did so
by 10 percent,'and West Germany by 20 percent. The Banque de
France reapplied its own moving average of the market price for-
mula, while the Bundesbank was nominally adjusting for the
decrease in its dollar reserves’ value vis-a-vis European curren-
cies, and including some ““hidden reserves.”” At the same time,
Austria, which is expected to join the EMS currency alignment,
upvalued its gold, too, newly adopting a five-month market-price
average that resulted in a 63 percent hike in those reserves’ value.

As of Jan. 24, related but inconclusive developments surfaced
in Switzerland and South Africa. The Swiss dropped two of their
foreign-exchange controls, notably the ban on foreign purchase of
Swiss franc-denominated bonds. The central bank met the
resulting run into the Swiss franc purchases by buying some 300
billion dollars to defend the franc-dollar parity, presumably
signaling its intent to uphold the Nov. 1 dollar defense agreement
in tandem with the U.S., Japan, and West Germany. Ending the
bond restriction is also significant because, if Switzerland follows
through on earlier government expressions of interest in joining
the EMS, such controls would at least in part have to be aban-
doned. In their usual oblique, conservative fashion, then, the
Swiss may be moving toward some sort of EMS membership soon.

The South African government Jan. 24 announced measures to
encourage foreign direct investment in South Africa, which has
been under pressure for the past couple of years, including
liberlized capital and profit repatriation rules. The South African
rand will be de-pegged from the dollar and enter a ““managed
float,”” said Finance Minister Owen Horwood. A *‘financial rand”
whose discount will probably be narrowed from the 43-41 percent
attached to the current “securities rand” is to be introduced.
What the New York financial media did not report is Horwood's
comment that South Africais aware ofthenew European* zone of
financial stability” and is considering linking the rand to it.

Meanwhile, one of the leading U.S. gold newsletters recently
asserted that Japan's new Prime Minister, Masayoshi Obhira, is
aligning with the widespread Japanese pro-gold sentiment cx-
pressed in mounting purchases by individuals and trading com-
panies. This, however, the Blanchard report played asleading toa
gold-backed ven designed to counterweigh a dollar collapse —
one angle of the August 1978 secret Bank of England scenario for
currency-bloc warfare against the U.S. [t is indeed to be expected
that the Rothschild-deBeers gold marketeers and their inter-
national suboperatives are angling toward using gold in regional
and transregional counterploys to positive Euro-American
cooperation, as the veteran Whitehall-Johannesburg geo-
politicist Jan Smuts proposed during World War I and the Siena-
Monte dei Paschi group, among others, has played with ever
since.

But not only is it possibleforaninstitution of the EM F's propor-
tions to sit out the speculators and squash them; the political
determination that generated the EMS is quite capable of ap-
pealing to world self-interest, including that of the number-two
key gold producer, the USSR, to short-circuit antidollar proposi-

tions. —Susan Johnson
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Many questions, few answers

State pushes ‘China card’ on American business

Competent answers to crucial questions were few and far be-
tween, according to allreportsof an extraordinary and very hastily
assembled meeting called by the State Department on Jan. 15 to
explain to American businessmen the prospects for U.S. business
dealings with the People’s Republic of China. The poorshowing
by a top roster of Administration spokesmen including Secretary
of State Cyrus Vance, Commerce Secretary Juanita Kreps,
Treasury Secretary Werner Blumenthal, and National Security
Advisor Zbigniew Brzezinski, raised a further question — why had
the Administration, on three days notice, gone to such lengths to
pull together such a display of unpreparedness at all. At least part
of the answer seemed to be the Administration’s desire to justify
its “China card” policy to American business on the eve of the
arrival in the United States of Teng Hsiao-ping this week.

Worst of all, the session completely failed to address the over-
riding question: what type of relations should U.S. business have
with China: one modeled on the Japanese developmental ap-
proach, or one following that being pursued by Britain, focusing
on raw materials and financing? The overwhelming impression
was that Vance and company had, and have had, no coherent
policy toward China, a fact which has passed policy-making
toward China on to National Security Advisor Brzezinski, who
flaunted the “*China card” rationale for U.S. warmth toward
Peking.

Excitingprospects...excitingrisks
The New York Times acknowledged the weakness of State’s ses-
sion, characterizing it as “three hours of generalized and some-

what uninformative speeches and question-answer sessions.”
One business executive said it had created a lot of * healthy skepti-
cism’” over the explanation of U.S. policy. Executives were not
getting the answers they needed, the article said.

First-hand reports confirmed the impression reported in the
press. In her opening presentation, Juanita Kreps focused on the
“exciting prospects” fortrade with China. When asked from the
floor about the “exciting risks™" that she had neglected to men-
tion, she merely answered that China had an excellent credit
rating. In fact, the Chinese have never borrowed before. When
pressed on what China has to export beyond oil to pay forimports,
she did not know. A questioner asked whether the U.S. could at
least see China’s development plans so as to evaluate the sound-
ness of Chinese economic planning. Kreps answered that the
Chinese must know what they are doing, and anyway, the U.S.
can’t force the Chinese to do anything or show us anything.

Anotherquestioner raised the issue of how China would beable
toservice thelargedebtsitseemsabout to acquire. Blumenthal re-
sponded that the U.S. government could care less about private
business debts, because the government, forits part, had nointen-
tion of making much credit available to China and did not plan to
tell business what to do or to advise them one way or the other on
the advisability of credits to China. Kreps chimed in that the
government foresaw a substantial need for private loans if there
were to be any substantial U.S. exports. L

On many other lesser questions as well, the Administration
seemed not to know the answers or to be fudging. One questioner
said that the U.S. liaison office in Peking hasbeen saying that most

(

Brzezinski: ‘‘China a global force
for peace”

The following are excerpts from a speech of National
Security Advisor Zbigniew Brzesinski, at the State Depart-
ment briefing on China.

“We are in the process of creating a diverse and stable com-
munity of independent states. ... With the establishment
of full diplomatic relations with the PRC, we very signifi-
cantly increase the scope of international cooperation. We
wish, of course, to include the Soviet Union in that frame-
work of cooperation. . .. We hope and encourage the Soviet
Union to be cooperative, but whichever path the Soviet
Union chooses, we will continue our efforts to shape a
framework for global cooperation based not on domina-
tion but on respect for diversity. ... Normalization (with
China) is an important part of our global effort to create a
stable community of diverse and independent nations. We
consider China as a key force for global peace simply by
being China: an independent and strong nation reaching
for increased contact with the rest of the world. ...

\.

)
Vance:Chinatiesencourage
equilibrium in Asia

Excerpts fromaspeech by Cyrus Vance, Jan. 15,atthe State
Department briefing on China to 500 businessmen and
China specialists.

“We acted in a way that will move us toward our objective
of a stable system of independent nations in Asia, and that
will also increase the chances of maintaining a stable equi-
librium among the United States, Japan, China and the
Soviet Union. The United Stateswill continue toplay an ac-
tive role in order tomaintain thatstable equilibrium. ... We
believe that China has an important role to play in the
search for global peace and stability. The same is true for
the Soviet Union. Our national interests are best served
when we seek to improve relations with both nations while
protecting our vital strategic interests. For this reason, we
alsolook forward . .. to improvement of our trade relations
with the Soviets as well as the Chinese.”

J
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favored nation status will be approved this year and wanted to
know if this would also apply to the Soviet Union. Blumenthalsaid
it will be before Congress this year, and the Sovietissue *“ will come
up.” Kreps denied that the French sale of a nuclear plant will be a
precedent for the U.S., but left aloophole for possible U.S. sales.
The only information provided on the status of frozen U.S. and
Chinese assets — an essential issue for normal trade — was that it
“is being discussed,” as it has been for the past four years.

A number of questions on the future of Taiwan relations drew
equally equivocal answers. No concrete answer was given to
whether Taiwan corporations could have adequate access to U.S.
courts to settle claims, or what is really being done to safeguard
Taiwan, with which the U.S. does 5-10 times more business and
which should reach $10 billion in two-way trade deals in a year or
two. Taiwan is already the United States’s eighth largest trading
partner.

Vance vs. Brzezinskicharade

The “trade” and “business’ section of the briefing was followed
by the “political” presentations by Vance and Brzezinski. The
intention appeared to be to present a“Muttand Jeff " actto the at-
tendees, a charade enacted on stage first by Vance and the pre-
vious speakers. When they cleared off the stage, Brzezinski
emerged on the empty dias with a sole advisor. The New York
Times and Washington Post duly played up the ““split” between
the two. However, this publication has failed to find a single first-
hand observer who saw much difference in the presentations, an
impression confirmed by analysis of the released texts of the two
speeches. Where Vance spoke of ““maintaining a stable equilib-
rium” among the four principal North Pacific powers (see below),
Brzezinski spoke of efforts to “create a stable community of
diverse and independent nations.”

Vance's language of “equilibrium™ was reminiscent of that of
his predecessor Henry Kissinger, who favored making most of
Asia a Chinese sphere of influence — the so-called “China card™
approach which Brzezinski pursues. One qualified observer con-
cluded that the “Muttand Jeff ” skit was an attempt todisguise the
absence of any policy toward China, other than Brzezinski's
“China card,” under a strictly rhetorical semblance of “major
differences” within the Administration.

BritishorJapanese model?

Theabsence of a real policy is nowhere more apparent than in the
Administration’s side-stepping of the crucial issue: whatought to
be the general character of U.S. economic dealings with China?
The question has taken on an ever greater urgency in recent
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months as China has been aggressively shopping around in every
Western country and Japan, and spawning fierce competition
among these nations for China’s business. Japan in particular and
continental Europe in general, have shown a strong but realistic
interest in providing China with the means to modernize by pro-
viding infrastructure, energy, and industrial facilities. Great
Britain, also competing for these projects, is known to view China
as “‘its turf”” and to want to channel as much as it can of capitalist
dealings to China through itself, with particular emphasis on its
Hong Kong connection. As one top Japanese source commented
withrespect to Japan's efforts to undercut British influence in and
on China, “They (the British) have their contacts in China, but
they are old ones. Our contacts are new.”” The source confirmed
that Japan hopes to convince American business to adopt the
Japanese rather than the British approach, which concentrates on
raw materials extraction per se, and on making money on finan-
cing as an objective itself — in effect to sucker China into a debt-
dependency relationship. Japan, rather, seeks to foster real
development (see article below).

The fiercest rivalry has come on just this question of loans,
where Japan has sought to lower the interest rates to enhance
China’s ability to absorbindustrial capital. Japan has offered six to
six and a half percent, afull pointbelow London’s rate, and British
sources are known to be hopping mad. But Japan is also seeking
ways to provide some loans at concessionary terms, such as 3 per-
cent. Britain's concern is that the profitability of pure financing
evaporatesat such levels, a matter of less concern to Japan which
mainly wants to sell the physical equipment.

In the United States, the debate is reflected by a manifest
ambivalence, in which some companies are tumbling head over
heels into the China market — or trying to, while others are
heeding the many cautions and demanding more answers before
they commit themselves. However, the underlying issue involved
reveals the true intent of the State meeting.

Secretary Kreps stressed the importance for U.S. business in
being able to export a lot to China. But Kreps's refusal, at the
meeting or elsewhere, to present the potentials for U.S. exports
opened up by the new European Monetary System — which
promises 10 to 20 times more export revenue than envisioned for
China over the next decade — reveals the shallowness of this con-
cern. In fact, many businessmen understand that the Admin-
istration would like business to see China as an alternative to the
EMS — in line with Administration coolness to the EMS because
of Britain's opposition to it. However, if that were the intent of the
briefing, the Administration will have to get its act a bit more
polished to be convincing.
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Japan’s approach
to Chinese trade

In stark contrast to the hastily conceived Vance-Brzezinski brief-
ing is the far more prudent —and more successful — approach of
the Japanese to the ““China market.” Even in terms of
sheer volume of sales, Japan has achieved far more than any other
country: at present over $75 billion worth of deals have either
been concluded or are presently being negotiated. Most of the
contracts represent projects for creating the basic infrastructure
China will need for anything resembling a competent industrial
development scheme; e.g., plants for making steel, fertilizer,
communications equipment, autos, and machinery as well as oil
and energy projects.

As sensible businessmen, the Japanese are reticent to commit
themselves to tens of billions of dollars worth of contracts unless
they are atleast somewhat assured that China will have the kind of
managed development that will make it possible for it to pay back
the loans. Japanese businessmen have also expressed reserva-
tions about the ability of China’s currentleadership to manage the
social tensions that the rapid economic changes will produce.
Their approach to China, unlike Vance's, is to treat China notasa
vast market, but as a developing country. To the extent that it is
politically possible, Japan is trying to induce China to adopt an
economic strategy resembling the one which produced Japan's
own economic miracle and in line with the technology transfer
programs Japan is now running with other developing countries.

A major study of China’s capital needswas just published by the
Japan Economic Research Center (JERC) under the guidance of
JERC president Hisao Kanamori who visited China in Decem-
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ber. Kanamori had beenone of the majorarchitects of Japan'sown
1960’s high-growth program.

The study estimated a $200 billion shortfall in China’s ability to
supply capital for its modernization program through 1985, a
shortfall that must be made up by foreign loans and economic
cooperation. China has invited JERC Chairman Saburo Okita to
come to China shortly to advise them on economic planning.
Okita has been an advisor to many Japanese Prime Ministers in-
cluding current Premier Masayoshi Ohira.

Rather than having each firm ““do its own thing”" in the China
market, Japan’s business leaders and government are cooper-
ating to set the overall context within which individual contracts
are made. Not accidentally, the majority of the contracts have
been part of multibillion dollar packages organized by the same
firms which lead in Japan's development efforts with other
developing countries; e.g., the $20 billion, ten-year package
negotiated by Nippon Steel Chairman Yoshihiro Inayama.
American victims of the “*China card” mirage may be interested
to know that Inayama also heads the Japan-East Germany Econo-
mic Cooperation Committee.

Japan's Export-Import Bank has offered dollar loansforexports
to China at the low 6-6.5 percent interest rate. The U.S. Treasury
has sent a letter to Tokyo protesting this policy as unfair compe-
tition, overlooking the fact that this is the same rate being offered
to other developing countries, as well as the fact that Japan has of-
fered U.S. banks and firms participation in such syndicated loans
which undercut the high interest rates on the Eurodollar market.
Toshio Doko, head of the prestigious business federation Kei-
danren, predicted two weeks ago that joint ventures between
American and Japanese firms for China projects would soon
develop. So fir U.S. Steel and Union Oil are discussing such joint
projects while Chase Manhattan has approached the Bank of
Tokyo regarding joint loans to China.
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What's ahead for U.S. auto

The next few years will be decisive in the history of the U.S. auto
industry. American Motors Corporation and Chrysler are cur-
rently devoting most of their energies to staving off bankruptcy,
while General Motors is shooting for an even bigger share of the
market with an unprecedented national advertising campaign.
All the automakers are rushing to comply with the new federal
fuel economy and emission standards and are diverting all re-
search and development spending to this effort. The industry is
living in the shadow of last year’s recall of the Ford Pinto and the
Firestone 500 steel belted radial tire. The industry is facing the
threat of a new oil crisis stemming from the destabilization of Iran,
with rising gasoline prices and gas rationing enforced by “con-
servation” fanatic James Schlesinger’s Department of Energy.

If the industry merely tries to struggle through the next few
years — fighting for each others’ market share and to keep out im-
ports, searching foramodus vivendi with the Naderites, the regu-
latory agencies, the United Auto Workers, and so forth — it is
headed for certain disaster. In a recent speech Philip Caldwell,
vice chairman and president of the Ford Motor Company correc-
tly diagnosed the chronicills of the U.S. economy that the auto in-
dustry must address and pointed in a more promising direction.
Something must be done immediately, said Caldwell, to reverse
the decline of U.S. exports of industrial products and of the
productivity of the nation’s industries, and the degeneration of
the economy into a service economy that has to import manu-
factured goods. Caldwell’s remarks, excerpted below, are un-
fortunately colored by the view that the world has entered a
period of slower economic growth during which the U.S. will be
competing with other national economies for a bigger share of the
“worldwide pie.”” Nevertheless his speech is a refreshing whiff of
the tradition of Henry Ford, Sr. .

The autoindustry’sfuture?

As the article on the histary of the auto industry below notes,
Henry Ford, Sr., the founder of the modern auto industry, re-
garded the industry as a capital goods industry — he regarded the
mass production techniques developed by his company and the
famous Model T as the means to revolutionize the U.S. economy
and foster large-scale urbanization. When Ford started, more
than a third of the population was still on the land. Now one-
twentieth of the American population is engaged in the agricul-
tural sector. Ford’s method was emphatically not to get locked
into a fixed mode of production or into producing a fixed com-
modity, the auto, and then concentrate on devising newfangled
methods of selling it. Today this means that the auto industry
should be playing a leading role in global industrialization plans
through the export of its engineering expertise, as well as its
passenger vehicles and tractors to developing countries. Ford
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Motor missed this chance in the early 1970s when it rejected the
Soviet Union’s invitation to participate in the Kama River com-
plex, now the largest vehicle plant in the world. At home, the
Henry Ford, Sr. approach means orienting the auto industry to
the development of a modern mass transportation system. The
auto industry is one industry that would do well to ““diversify” out
of the GM model of building sexier cars every year.

Had the industry taken this approach throughout the postwar
period, it would not be in the fix it is in today. As things stand, the
industry is in a moment-to-moment combat situation with the
Naderites and regulatory agencies. The recent issues of Auto-
motive News, the industry trade publication, notes that just about
everything that is being done in Detroit these days is aimed at
meeting the Corporate Average Fuel Economy (CAFE)and other
federal standards that are going into effect between now and
1985. In an interview with Automotive News, the technology
director of GM’s research labs, William G. Agnew, said that vir-
tually all research and development efforts in Detroit are being
directed toward downsizing — this is guiding the selection of
lighter materials and the development of more efficient design to
reduce wind and rolling resistance, and more efficient trans-
missions and accessories like ““Space Saver” spare tires for re-
duced weight and more room in the trunks of downsized cars.
Agnew and other auto researchers also note that the federal re-
quirements on exhaust emission are in conflict with the fuel eco-
nomy standards, creating insuperable problems for the industry.

GM is two years ahead of Ford and Chrysler in the design and
production of the new downsized cars, which has given it a de-
cided competitive edge. Last year, GM logged just under 60 per-
cent of the domestic market and plans to maintain that market
share through the biggest advertising campaign in its history.
Chrysler’s future was clouded last year by huge dollar losses and
slipping sales. Layoffs at three of its assembly plants are sche-
duled for this month. Both Chrysler and Ford are in a much worse
cash position than GM to meet CAFE standards.

Consumeristonslaught

Ford's worst problem last year was the Pinto, which was recalled
because its gas tank exploded in rearend collisions. The Pinto was
the subject of a major law suit.

According to one auto industry source, most American autos
had the same flaws in design as the GM Corvair, the car which be-
came notorious when Ralph Nader attacked it as a death trap in
the mid-1960s. However, Nader's attacks on the industry and now
the maze of federal regulations have come close to destroying the
basic research capability whichwould enable the industry to over-
come design and other problems, and to become an important
force for industrial development in the world. Unless there is a
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fundamental shift in the way automakers operate and act to shape
international economic policy, the auto industry will be the target
of more “consumerist” recall campaigns.

The Center for Auto Safety, a Washington-based “con-
sumerist” group originally set up by Ralph Nader, is now urging
the National Highway and Transportation Safety Adminis-
tration (NHTSA) torecall 10 million Fordcars produced between
1973 and 1978 on the grounds that it has*“ inside information™ that
they all have defective transmissions. For the last two years, the
NHTSA has been headed by Joan Claybrook, the ““ Dragon Lady™
from Congress Watch, Nader’s original Capitol Hill lobbying
group. In spite of their alleged fight two years ago, when Nader
asked Claybrook to resign the NHTSA job because she was too
easy on the auto companies, the two “consumerists”™ have been
working hand-in-hand to cripple the auto companies.

The United Auto Workers tooare amajor force constraining the
auto industry. An industry official has stated privately that they
would go all out on a high-technology research and development
drive if it were not for the UAW, a vocal advocate of environ-
mentalist and consumerist onslaughts against industry.

[sit any wonder then that the auto industry is at the crossroads,
not yet convinced what road to take?

How Ford gave the
British a black eye

The British government is still seething over the Ford Motor
Company’s successful challenge to its 5 percent ceiling on wages
last December.

The point has not been lost on the British government that
Ford’s granting of a 17 percent pay increase to its employees was
not only a breach of the government’s strictly enforced 5 percent
pay limit. [t was a battle between the British austerity system and
the American system of high technology development — with the
American system winging the first round.

Theissue was wages. The Callaghan government and the Wil-
songovernment before thathad insisted on anupperlimitof 5 per-
cent in wage increases per year or up to 10 percent with produc-
tivity deals and overtime pay thrown in: The government had
relied upon its prized **special relationship’” with the unions —
called the ““social contract” — to ensure the continuation of this
policy from year to year. When the union and the Labour Party
threw out the ““social contract’" last year and called for a return to
free collective bargaining in Britain, the government simply im-
posed punitive sanctions on employers and firms that granted
wage increases in excess of 5 percent.

Most British companies knuckled under in the face of threat-
ened loss of government contracts and subsidies. Ford, however,
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concluded that the loss of government orders for 25,000 Ford
vehicles per year was less painful than the British pay policy which
would produce a net decrease in workers” living standards and
consequently in net output and expansion capability. After an
eight-weekstrike, the company granted employees atits 23 plants
in Britain a 17 percent package of wage increase and fringe bene-
fits. A shorter work week and better pensions are also being nego-
tiated. .

The reason? Ford has traditionally operated on the basis that
workers need a boost in living standards if they are going to pro-
duce high-quality automobiles. In other words, decent wages are
acritical component of worker productivity, if combined properly
with a high level of capital investment.

When Fordmanagementsettled the strike last December and
announced union acceptance of a 17 percent wage increase, the
British were not at all amused despite the fact that two months of
labor strife had been ended. The government promptly called
Ford officials into its inner chambers to hear the penalty: govern-
ment departments would no longer purchase Ford motor vehi-
cles, only present contracts would be honored, and nofuture deals
would be signed.

Ford turned the tables and called a press conference to
denounce the British government’s pay and sanctions policy.
According to the Daily Telegraph, such an attack was unpre-
cedented and what's more, ** The ferocity of the attack is believed
to have the blessing of Mr. Henry Ford, head of the worldwide
empire.”’

There is no question that the Ford Company understood the
implications of the stand they took. Under Ford, Sr., the com-
pany developed a policy of continual innovation and upgrading of
working conditions and living standards, and cheapening pro-
ducts through high-technology investment. In Britain, Ford is
one of the few companies that has not cancelled expansion pro-
grams. It has recently unveiled plans to build a new engine plant
in South Wales which could absorb thousands of the country’s
unemployed manual workers and technicians.

The British government showed its gratitude by slapping the
company with blacklist-type sanctions. But Ford stuck to its guns
and forced adefeatin Parliament of the government’s whole sanc-
tions policy. This unexpected defeat seriously weakened the ar-
senal of weapons available to enforce further wage-gouging.

In retaliation, the British press is now blaming Ford for set-
ting the precedent for the wave of strikeés now paralyzing the Brit-
ish economy. ““The Ford workers aré’thé picesetters,” wrote the
Daily Mirror, before the strike was setfled.**1f they smash the pay
policy everyone will lose — including the car workers in the long
run. If they breach the pay policy every other big battalion will
want to. Then three years of sacrifice would be wasted and disas-
trous inflation would be back.”

— Marla Minnicino
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A new global framework for business

The following are excerpts from a speech given by Philip Cald-
well, vice-chairman and president of Ford Motor Company, to
the World Affairs Council at Los Angeles Hilton on Thursday,
Jan. 18, 1979.

...Notonlyarewe beginning a new year, but weareentering what
I believe may be a critical period in this country’s approach to
world economic affairs.

...In response to these pressures, there is emerging a new
international framework for business, one based more firmly than
ever on astruggle for national competitive advantage and for big-
ger individual shares of the worldwide pie. This is particularly
true of the developing countries; where efforts are being redoub-
led to bolster national economies, to acquire trade advantages or
simply to avoid beingleftbehind. Old allegiances and patterns of
national behavior are being swept aside in a rush to create new
economic realities.

What I would like to talk about today are the dimensions of
this new international framework, the problems we face in
increasing our share of world markets and the steps I believe we
must take to make America more competitive in international
trade.

TheJapanese model

And if 20 or 30 years seems far in the future, consider what Japan,
with a population not much more than half of ours, has accom-
plished in less time. Forthe Kennedy round of the General Agree-
ment on Trade and Tariffs negotiations beginning in 1962, Japan
was treated as a developing nation. ...

While it is true that oil imports account for a major part of that
problem, the fact is that our trade balance in manufactured pro-
ducts has dropped from a surplus of nearly $11 billion as recently
as 1976 to a deficit of $8 billion in 1978. That is the clearest
measure of our real problem in international trade.

Germany and Japan are completely dependent on imports of
oil. But they have nevertheless managed to achieve trade sur-
pluses. Relatively high productivity growth and low inflation
have enabled them to offset their increased pavments for oil with
increased exports of industrial products.

... At the end of World War I1, we were the undisputed leader
in almost every field. ..

Our products and our systems are not necessarily the best any-
more, and we are no longer the only or most logical supplier of
many types of sophisticated equipment. To take only one start-
ling example, the United States last year — for the first time in re-
cent memory — imported more machine tools than it exported.
Only in a few industrial commoditics such as aircraft and com-
puters and, of course, in agriculture have we maintained any-
thing like our earlier lead.

... In productivity, the annual increase in output per hour of
work, the situation is no better. For the past 10 vears, the United
States has had an average improvement of 2.2 percent a vear. In
Japan, the improvement was 6.6 percent a yvear. In West Ger-
many, it was 5.3 percent a year. Productivity is the real engine of
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our economic system — it's the only element that raises our stan-
dard of living in real terms.

... Clearly, the new international framework for business calls
foramighty effort by the United States to protect and enhance its
economic interests throughout the world. The key question is:
What must we do to regain competitive strength and reassert our
leadership? A critical step would be more widespread recogni-
tion by the American peoplethat wedohave arealand urgent pro-
blem. The United States must increasingly rely upon raw mater-
ial imports of many kinds in the future. We will have to pay forim-
ports with more exports of manufactured goods. ...

Japan's exports make up almost 12 percent of its gross national
product. In Germany, the ratio is more than 22 percent. In the Un-
ited States, however, the ratio is less than 7 percent. Each per-
centage pointimprovement in the U.S. ratio would be worth more
than $20 billion in trade. If that improvement were based on more
exports of American-manufactured goods, it would add 500,000
jobs to our economy. In Germany and Japan, foreign trade has
been a vital factor in avoiding large-scale unemployment.

America, aservice economy

The fact is that the United States has become essentially a service
economy, with too little emphasis on expanding manufacturing
capacity to serve developing hard goods abroad. Our civilian
employment has increased by 15 million or 20 percent, over the
past 10 vears, but nearly all of this increase has been in service
industries and government. Manufacturing now accounts for less
than 25 percent of all U.S. jobs. In effect, we have become aneco-
nomic “colony” for much of the industrialized world, exporting
agricultural products and raw materials, and importing manu-
factured goods. If we continue in that direction, we will not have
the sinews for a vigorous well-balanced economy — or forastrong
national defense effort, if that should become necessary.

... Strengthening our nation’s ability to compete in world
trade ... certainly has to rank very high if the United States is to
maintain its overall capability in international affairs and pro-
vide an effective means of increasing living standards in the U.S.

One step would be to reexamine current and proposed govern-
ment regulations. .. Long-range research and engineering have
had to be curtailed so that near-term government demands canbe
met. There is much innovation involved in this effort, but for the
most part it neither improves our productivity nor gives our
products a competitive edge in other countries.

Even more important steps in the longer term would be
government measures toexpand the capitalbaseforinvestment in
U.S. industry. ..

... To sum up, I believe that we in America have not yet fully
recognized the worldwide economicrevolution thatis altering the
basic terms of international trade. The emerging economic frame-
work I have described makes it clear that we must have a strong,
balanced and growing economy — in real, not inflationary, terms
— if we are to be effective in the world. That isn’t just a business
interest, but a national interest of major concern.
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Ford or GM: two models for auto

The U.S. auto industry has throughout the twentieth century
represented some of the best tendencies in the U.S. economy and
some of the worst. The best are exemplified by Henry Ford, Sr.’s
commitment to develop new technologies to totally transform
society, and the worst by the industry’s historic adaptation to
“market forces™ and its efforts to simply sell bigger and fancier
cars on mountains of consumer credit. These two tendencies can
be seen distinctly in the methods developed in the first decade of
this century alternately by Henry Ford and his *“market force”
competitors at General Motors.

When in 1908 Henry Ford began producing the famous
Model T, he was acting on an understanding that new inventions
like the automobile and new production processeslike the moving
assembly line were the means to transform the economy and
develop labor power. They would advance the capacity of an ex-
panding workforce to assimilate and contribute to new scientific
breakthroughs and advances in technology. The Model T was
designed as a well-made, low-priced utility car, aimed especially
atthe farmmarket. The Model T was used on thefarmand used to
bring the farm population to the city. It played a crucial roleinthe
urbanization of the United States.

Ford'sapproach was entirely distinctfrom the philosophy that
prevailed at the corporate offices of his main competitor, General
Motors, where the emphasis from the start was always on
marketing.

By the mid-1920s, GM had pioneered such egregious features
of the modern auto industry as the annual model, auto dealer-
ships, and the trade-in system, its own consumer credit company
(the General Motors Assistance Company — GMAC), and
“modern” economic forecasting methods on which the whole
operation was based. Illustrative of the priorities and approach at
GM, in 1926 the company brought in a team of designers from
Hollywood to head a new “Styling Section” and turn market
manipulation into a high art.

Aproductionrevolution
While GM was concentrating on marketing, Ford was pouring
investment into improved production methods, the policy which
had led to the production of the Model T in 1908. Ford was able to
continually bring down the price of his autos and tractors and
bring them within reach of more and more of the population
through improved techniques of mass production, which greatly
enhanced the productivity of the auto work force.

“ For most purposes aman with amachine is better than a man
without a machine,” Ford wrote in his autobiography My Life
and Work in 1922. “*By the ordering of design of product and of
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manufacturing process we are able to provide that kind of
machine which most multiplies the power of the hand, and there-
fore we give to that man a larger role of service, which means he is
entitled to a larger share of comfort.”

When it was first developed by Ford, the moving assembly
line represented just such an advance in the manufacturing
process which allowed for the rapid expansion of output and new
capital investment, and acted as the mediation of the further
transformation of the U.S. economy.

Later this process was lost sight of, and the moving assembly
line became reified and increasingly the focus of *productivity
drives” by the industry. Efforts to raise productivity were made
not through the introduction of new technology but through
hideous speed up, typified by GM’s Lordstown “experiment’” in
the early 1970s.

In January 1914 Henry Ford introduced another major in-
novation in the auto industry: he lowered the working day toeight
hours and raised the average daily wage to five dollars, which was
twice the normal daily wage for auto workers at the time. “The
payment of high wages fortunately contributes to the low costs,”
Ford wrote, “*because the men become steadily more efficient on
account of being relieved of outside worries. The payment of five
dollars a day for an eight hour day was one of the finest cost-
cutting moves we ever made, and the six-day wage is cheaper than
the five.”

Right after World War 1, Ford invested heavily in the con-
struction of what he considered the greatest development in the
history of the company — the River Rouge plant on the outskirts of
Detroit. The plant was situated on the River Rouge and could be
directly accessed by both steamship and railroad, which greatly
reduced transportation costs. The huge plant utilized economies
of scale and was designed as a fully-integrated operation. The
steel, glass, and other materials that went into Ford cars and trac-
tors were produced at the complex, and waste by-products from
one industrial process were utilized in others. Ford was especially
proud of the fact that the steampowered industrial complex was
fired almost exclusively with what would otherwise have been
polluting waste products, such as the gas by-products of the coke
ovens.

Ford had expected the River Rouge plant to sharply lower his
production costs — which it would have done under conditions of
a continuously expanding world economy and demand for U.S.
goods of all types. However, the completion of River Rouge coin-
cided with the onset of a prolonged depression in the U.S. farm
sector and the sabotage of overall U.S. export capability, which
was ensured by the system of debt reparations imposed by the Ver-
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sailles Treaty. Thus by 1926 Ford Motor Co. was in serious finan-
cial shape, especially in view of the $40 million in capital invest-
ments recently made.

Auto industry historians like Alfred D. Chandler wrongly at-
tribute the 1920s financial crisis and decisive turning point in the
history of Ford Motor Co. to Henry Ford's stubborn adherence to
the “old ways.”” But the financial crisis at Ford Motor stemmed
from the profound political crisis of the period — the absence of an
effective humanist leadership armed with policies toavert world-
wide depression and war and to foster global industrial develop-
ment. Despite the important achievements to his credit, from the
standpoint of self-conscious understanding of scientific political
economy, Ford represented an -attenuation of the tradition of
Alexander Hamilton and Henry Carey. He was thus susceptible to
escalating operations against him — he was attacked as a “ Com-
munist” for wanting to expand trade relations with the Soviet Un-
ion, profiled on anti-Semitism by British agents in the U.S., and
set up for confrontations with labor by “right hand men™ like
Harry Bennet. And he came under increasing pressure to adapt to
the General Motors model. The major assault on the company,
however, came following World War 11, when the Harvard
Business School-U.S. Air Force ““whizkids' " invaded Ford Motor,
including Robert McNamara.

TheGM model: ‘““makingmoney,
not just making cars*

From its inception in 1908 General Motors was geared to the
“reality” of “market forces.” In that year William C. Durant put
together his own Buick Co. with Cadillacand Oldsmobile to form
the General Motors Company, and soon purchased ten auto-
mobile, three truck-manufacturing and ten parts-and-accessories
companies through the issue of GM stock.

Within two years of GM’s formation, a slight business reces-
sion and drop off in demand for autos caught Durant in an over-
extended financial position and nearly put him out of business.
Durant was forced to borrow $12.75 million from a syndicate of
bankers led by Lee, Higgenson & Co. of Boston and J. & W.
Seligman & Co. of New York, and relinquish control of his com-
pany. However, by 1915 Durant had maneuvered back into the
driver’s seat and maintained control of the company with the
financial help of the du Pont family and J. P. Morgan and Co.
During the 1920 credit crunch, however, he ran into severe per-
sonal financial difficultics and was unseated by the Morgan
bankers. J. P. Morgan and Co. and the du Ponts remained the
dominant interests in General Motors for many years.

What concerns us here are the policies forged at General
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Motors, because they set the trends for not just the auto industry
but for the entire U.S. economy.

Alfred P. Sloan, whohadbeentrainedin engineering manage-
ment techniques at the Massachusetts Institute of Technology
and took over from Durant in 1920, recollected in his auto-
biography My Years With General Motors: * The primary object
of the corporation was to make money, not just to make cars.”
Sloan himself wasresponsible fortheideaoftheannualmodel. He
brought in the team of Hollywood designers to profile consumer
tastesandmove inon FordMotor’s marketshare at the pointin the
early 1920s when the market began “levelling off.” The annual
model and proliferation of unwanted *“special features’” were also
the means for concealing constantly escalating prices for cheaper
cars.

As early as 1919, John]. Raskob, GM’s treasurerand long-time
financial advisor to Pierre du Pont, created GMAC to finance
purchases of GM cars by both consumers and dealerships, at a
point when national income was headed for a nosedive. The
complementary marketing “discovery” of the trade-in —
whereby used cars are traded in asadown payment on new cars —
allowed the automakers to unload their new model cars every
year, and put the onus on the dealer to make up his lgss through
sales of used cars. Hence the genesis of the despised used carsales-
man.

Another one of Alfred Sloan’s innovations as head of GM was
to institute decentralized management, asopposed to Ford's cen-
tralized direction of his company. This system of management,
which was widelyadopted throughout the U.S. economy, evolved
into the “profit center”” concept. This induces different divisions
of a corporation to compete with each other and extract maximum
productivity from management and workers alike.

The extreme expression of this tendency was realized in
GMAD — General Motors Assembly Division, founded in 1965,
and especially at the GMAD unit located at Lordstown. The
assembly line at Lordstown and the assembly line as conceived by
Henry Ford, Sr., are worlds apart. At Lordstown, drugs, “sen-
sitivity sessions,” and every variety of industrial brainwashingare
administered to assembly line workers, in cooperation with
leadership elements of the United Auto Workers, toinduce speed
up. This is the compensation for the fact that the whole auto in-
dustry has made nomajorgains inreal productivity since the days
of its originator, Henry Ford, Sr.

—Lydia Dittler
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Soviet foreign policy debate

Will it be a Rapallo-ite detente or ‘class struggle’?

An activation of British agents in the Soviet Union in combina-
tion with the recent developments in Iran and the continued
failure of the U.S. government toadoptasolid prodetente foreign
policy has brought into full relief a factional dispute between the
“Russellites”” and the ““Rapalloites’ in the Soviet Union. The for-
mer are sounding an increasingly shrill anti-American, “Jacobin™
propaganda line in the Soviet press. But the main thrust of Soviet
international policy remains detente as the speeches by Soviet
President Leonid Brezhnev on the importance of a strategic arms
limitation agreement with the United States and the flurry of
Soviet diplomatic activity toward Western Europe amply
demonstrate.

Soviet Foreign Minister Andrei Gromyko arrived in Rome on
Jan. 21 for meetings with top Italian leaders and with Pope John
Paul I1. Agreement was reached to sign a ten-year economic and
scientific-technical cooperation agreement in the near future. On
theeve of Gromyko’s departure, the Sovietdaily Izvestia asserted
Soviet readiness for a dialogue with the Catholic Church and
hailed the Pope’s statement recently that “*peace is the prime con-
dition for real human progress.”

Spanish Foreign Minister Oreja visited Moscow last week to
sign agreements on expanding trade and scientific-technical
cooperation. Vice Chairman of the Soviet State Committee on
Science and Technology D. Gvishiani, the son-in-law of Premier
Alexei Kosygin, isnow in Paris for meetings with French officials.

The ultraleft side — the agent networks cultivated by Ber-
trand Russell and H. G. Wells and including most prominently
“former” British intelligence officers Kim Philby, currently
highly placed in the Soviet KGB, and Donald MacLean, working
under a pseudonym at the Moscow institute of international af-
fairs (IMEMO) — is putting out the word that Soviet support for
Islamic nationalist, the Ayatollah Khomeini, against the govern-
ment of Iranian Prime Minister Shahpur Bakhtiar, will hasten
what is asserted to be ““the revolutionary process” in Iran.

The Soviet Russellite faction is parroting recent statementsby
Great Britain’s most reactionary circles — Robert Moss of the
Daily Telegraph and Enoch Powell of the neofascist National
Front — by proclaiming the U.S. a has-been. All thatisneeded in
Iran, they say, is a good dose of Khomeini-led destabilization to
squeeze the U.S. out of the area for good.

-

The following are excerpts ofanarticle published in Le Figaro

Jan. 15 on the Soviet attitude vis-a-vis Ayatollah Khomeini,
written by Kremlinologist Annie Kriegel, aleading militant in
the French Communist Party be fore her expulsion many years
ago. Despite the fact that Kriegel does not differentiate be-
tween the various current factions in the USSR, her article, en-
titled "' A Systematic Enterprise,”” draws the lines of battle.

...Forthe past two centuries, the Westhas beenlivingon a
system of thought whose key words are: individual, class, na-
tion, reason, science, technology, progress. Secularization,
instruction, industrialization, emancipation are the broad pro-
grammatic outlines derived from this system of ideas. And to a
certain extent, the Marxism of Marx and of Lenin's “*Soviets
plus electricity” wasonly aradical version of this: as of 1960 the
challenge for the Khrushchevian USSR was still to “catch up
with America.”

But the Communist movement has been able to measure

\

Watching the Soviet fight over Khomeini

j

the fragility of the lay modernizing currents in the Land of
Islam. From Morocco toIndonesia, Islamicfundamentalismis
still providing cohesion and identity to the great popular
masses. Communism is now, with some vigor, drawing the
consequences: except in some countries like perhaps Turkey
where kemalism (the economic development strategy of
Kemal Ataturk, founder of the Turkish Republic — ed.) took
root and still nourishes a broad social and political movement
based on the theme of progress, communism now intends to
make compromises with this religious populism provided that
(contrary to its form in Saudi Arabia) it is based on “anti-
imperialism,” thatis to say anti-westernism. Thisis how a shift
is taking place from Islamic-progressivism with a lay under-
tone to Islamic-communism which is both more radical, more
popular and with greater religious emphasis. . ..

A conflicting alliance? Not necessarily, and in any event,
not immediately. If a conflict takes place it threatens to be one
in which we will only be spectators — like in Cambodia.

/
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Shah’sdespotismand American domination

Exemplary of the Russellite line was Pravda’s authoritative Inter-
national Week column on Jan. 21 by the paper’s London
correspondent V. Ovchinnikov. He hailed Khomeini's Shi’ite
movement forits“‘long established reputation asopponents of the
tyranny” of ““the Shah’s despotism and American domination.”
The fate of the Shah — ““a travelling salesman for foreign
capitalism” — should be a warning to others who cooperate with
Washington.

Contrary to the scenarios being spun out in the international
press that ““a spectre is haunting the Kremlin,”” as columnist John
P. Roche wrote in the Washington Star on Jan. 22, the danger to
the Soviet state posed by the destabilization of Iran is not Islamic
revivalism struggling against the Shah and its spread across the
border to the Moslem regions of the Soviet Union like Azerbaijan
and Kurdestan. It is Zbigniew Brzezinski's “arcof crisis” scenario
for the region stretching from the Indian Ocean to the Mediter-
ranean Sea that is the danger — if thermonuclear warbetween the
U.S. and the Soviet Union does not intervene.

The vulnerability of the Soviet leadership to the “class
struggle” rhetoric of the Russellites, in this case vis-a-vis Iran, ac-
counts for their continuing failure to ruthlessly purge the agent
networks who are trying to sabotage the Rapallo-type policy of
peaceful coexistence with progessive capitalist forces. That
failure was exemplified by a Dec. 30 feature in Pravda by its
Washington correspondent G. Vasiliev, who packed his article
about the alleged “hypocrisy” of America’s Founding Fathers
with quotes from spokesmen for the British linked Institute for
Policy Studies about U.S. crimes in Vietnam, Chile, Nicaragua,
and Iran. Justlast spring, the governmentdaily Izvestia identified
IPS as the controller of Italian terrorism.

The Rapallo policytowardEurope

Continuing to pose a policy dilemma to the Soviet leadership is
the new European Monetary System, which the government has
not officially backed despite the crucial importance of the May
1978 meeting between Brezhnev and West German Chancellor
Helmut Schmidt in setting the EMS in motion. The dilemma has
been expressed like this.

The latest issue of the economics weekly Ekonomicheskaya
Gazeta ran an article saying that the EMS lacks an “economic
basis” and will hence fail as have all other European Community
integration schemes.

This runs counter to an article in the foreign policy weekly
New Times during December that reported the intentions of the
EMS founders to use the system for Third World development
and to further East-West detente. The weekly concluded that the
system might very well work.

The depth of the factional dispute is best indicated by the fact
that one of the best calls forinternational cooperation ineconomic
development and detente toappearin the Soviet presscame from
none other than Nikolai Inozemtsev, the director of the IMEMO
institute which harbors British agent MacLean. Inozemtsev, in a
feature in Pravda Jan. 22, in effect calls for a positive Soviet
response to Chancellor Schmidt’s appeal for the Soviet Union to
participate in joint East-West efforts todevelop the Third World.

Inozemtsev analyzed the world energy crisis. It is not a
resource crisis, but one of speculation on oil prices. The task for
coming decades is to utilize broad resources, including coal, and
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especially to ““accelerate the construction of nuclear plants.” Itis
obvious, he continued, *“that humanity has entered a phase of
preparing for the inevitable radical reconstruction of the whole
structure of the fuel economy, preparing for the utilization of such
effectively infinite resources as thermonuclear fusion and solar
power.”

These tasks, he concluded, require “‘broad international
cooperation” and a new world economic order, including
economic advancement in the Third World as “‘a necessary pre-
condition for the vitalization of international relations and the
progress of human civilization.”

The policy of French President Giscard d’Estaing, one of the
founders with Schmidt of the EMS, is also the subject of debate in
Moscow. Vice Chairman Gvishiani of the Soviet State Committee
on Science and Technology, now in Paris, wrote an article for
Izvestia on Jan. 18 stressing the importance of scientific and
economic cooperation between France and the USSR. Gvishiani
urged the United States to adopt a similar policy of mutually
beneficial cooperation.

Yet the magazine New Times attacks Giscard in its current
issue, calling himan** Atlanticist”” who has departed fromthe true
heritage of Gaullism. Pravda on Jan. 16 praised the French Com-
munist Party and the Gaullist RPR party for their opposition to the
European Monetary System.

—Susan Welsh

4 D

French Foreign Ministry:
New Times slander
not official Soviet view

The French Foreign Ministry issued an unusual statement
Jan. 24, disassociating the Soviet government from a slan-
derous attack on French government leaders which ap-
peared in the most recent issue of the Soviet foreign policy
weekly New Times.

New Times had -attacked French President Giscard
d’Estaing as “ Atlanticist” and accused him of pursuing a
“de facto alliance” with China. The magazine denounced
the new French Foreign Minister Jean Frangois-Ponget for
his ties to the French steel industry, which in turn is con-
nected to the German steel barons. The Franco-German
cooperation which Frangois-Ponget personifies, said New
Times, represents a “‘slide toward Atlanticism.”

According to the French Foreign Ministry statement,
“the views expressed in the New Timesarticle donotrepre-
sent the views of the Soviet government toourknowledge.™

As an indication of the real progress in Franco-Soviet
relations, the weekly VSD reported that when President
Giscard goes to Moscow this spring, the Soviets will offer to
accredit France as an observer to the Council for Mutual
Economic Assistance (CM EA), the socialist countries’ eco-
nomic alliance.

\ y,
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And in the Soviet press

‘Unrealizable hopes’

Coverage of the European Monetary System in the Jan. 3
Ekonomicheskaya Gazeta reveals columnist V. Gorskii's British-
burdened view of the new economic system.

.. . Attempts to revive the process of monetary integration by
creating the so-called European Monetary System (EMS), in par-
ticular, have the goal of counteracting the weakening of economic
ties among the members of the grouping, manifested, for exam-
ple, in the slow-down in the growth rate of trade within the Com-
mon Market. However, the creation of such a system does not rely
on the corresponding economic base, and the organizers of the
EMS, who *'put the monetary cart before the economichorse, " as
the Financial Times wrote, were punished with the following: a
sharp outbreak of contradictions between France and the Federal
Republic of Germany prevented introduction of the system,
which had been planned for Jan. 1, 1979. . . .

‘ForanindependentPolicy*

The.Soviet Communist Party paper Pravda printed an analysis,
quoted here, by F. Arsenyev Jan. 16 which conveys his suspicion
that **Atlanticism™ controls France's economic initiatives.

... Even among ruling circles of the country (France—ed.)
doubt is being expressed about the consequences for France and
its national independence of continuing the course of further
integration within the “Common Market.”” Disagreements are
increasing on this question within the government coalition.

Thus, the leaders of the centrist grouping (Lecanuet, Ponia-
towski, and others) have long advocated extensive integration,
even up to the creation of “‘supranational organs’” and “joint”
foreign policy. The Atlanticist circles too are pushing France in
this direction. . . .

The Rassemblement Pour la Republique (RPR) takes a dif-
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ferent position. The Gaullists have for a long time attempted to
preserve their special positions on some questions of government
policy. Giving the government their support and speaking essen-
tially jointly with the other parties of the ruling coalition, they at
the same time are not infrequently critical of concessions to the
advocates of “supranational organs’” and Atlanticism. Literally
thedayafter the Brussels meeting ofthe heads of stateand govern-
ment of the EEC countriesin December 1978, at which the resolu-
tion creating the “ European Monetary System’” was adopted, the
chairman of the RPR, ]J. Chirac, addressed the members of his
party and the public of the country. He was very critical in his
evaluation of the government policy on “European construc-
tion” and spoke in favor of defending the independence of the
country, calling the advocates of integration ““foreign parties,”
who are trying to weaken the role of France in international af-
fairs. . . .

‘Science ServesPeace’

The Soviet government newspaper lzvestia, excerpted here, set
the course of internal debate on the EMS toward the purpose of
international detente in their Jan. 18 publication.

... The experience of scientific-technical cooperation of the
USSR with capitalist countries shows that this cooperation
develops more actively and more fruitfully where favorable
political conditions for this exist. The development of Soviet-
French scientific-technical and economic cooperation could be
mentioned as a positive example in this regard. Comrade L. I.
Brezhnev, in his speech tothe XVI Congress of the Trade Unions
of the USSR, called our country and France “the pioneers of
detente.”” As experience shows, the deepening of Soviet-French
cooperation in the areas of science, technology and economics is
linked in the closest manner with the development of pdlitical
relations between the two countries. Soviet and French scientists
cooperate ona broad scalein various divisions of basicand applied
science. . . .
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Islam sects fuel Mideast chaos

An in-depth report on London’s Muslim Brotherhood

The same London policymakers who wereresponsible for the pro-
gramming of religious cults in the Middle East in the 19th cen-
tury are now seizing upon the Ayatollah Khomeini destabiliza-
tion in Iran to mass-program new fundamentalist cult operations
throughout that strife-torn area.

Personified by such fundamentalist programmers as Prince-

ton University's Bernard Lewis and his co-thinkers at Oxford and
London Universities, this British school has moved to ideologic-
ally capture the Mideast policymaking apparatus in the U.S. gov-
ernment — through the agency of National Security Council head
Zbigniew Brzezinski.
" . Reacting with characteristic freneticism to the Khomeini
events, Brzezinski has ordered Washington, D.C. thinktankers
and Middle East hands to prepare a major study on Islamicfunda-
mentalism.

This push behind fundamentalism has already had severe
destabilizing effects on the Middle East, exactly as per Lewis’s
design to have the Middle East states “‘balkanized’ into mini-
principalities of feuding tribal sects and clans.

Aside from the well-publicized Iran events themselves, the
past days have seen the following:

—areported growth of Khomeini-linked “*Sh{ite armed cells™
throughout the Arabian Gulf area, likelytied to the Britishintelli-
gence group, the Popular Front for the Liberation of Oman and
the Arabian Gulf.

—an outbreak of rumors of antiregime discontent in Saudi
Arabia, emanating from London-allied circles in the National
Guard and from minor Saudi princes in touch with both British
intelligence and Israel’s Mossad foreign intelligence service. This
discontent s reportedly converging around and being funded by
the head of the National Guard, Prince Abdullah.

—recent reports of Muslim Brotherhood attacks on Christian
citizens in Iraq.

—an upsurge of Muslim Brotherhood-fomented tribal desta-
bilizations against the new government of Afghanistan. This ac-
tionis being aided and abetted by Anglophile networks within the
Central Intelligence Agency.

Zionistfundamentalism
The fundamentalist activities of Khomeini and the Muslim
Brotherhood are producing as their obvious consequence aZion-
ist-fundamentalist ““backlash™ around Israel, afactor which could
push the Middle East toward general war in the short term.
While it is well known that the Mossad has played an increas-
ing role in helping exacerbate the Muslim fundamentalist opera-
tions, Israeli Foreign Minister Dayan this week took the signifi-
cant public step of warning Israel’s Arab neighbors that if they
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aimed their ““Islamic wave™ against Israel, they would ““pay the
price.” Coupled with a plethora of Israelipresseditorialsand poli-
ticians” statements deploring the **Islamic wave,” Dayan’s words
can only have the effect of unsettling whatever international and
regional moves are being made — by the French, Soviets, honest
CIA networks, several Arab governments, and others — to neu-
tralize the effects of Khomeini.

The potentials of Dayan’s threats were dramatized in a
chilling way in the Jan. 21 assassination, reputedly by Mossad
and/or British agents, of Palestine Liberation Organization secur-
ity chief Abu Hassan Salameh.

Atthis point, certain influential Middle East policycircles, rep-
resenting long-time professionals in various government agen-
cies, are not ready to endorse Brzezinski's project.

One highly-placed source stated this week, “This Islamic
fundamentalist idea is nonsense, and whatever Brzezinski thinks,
it's not going to be easy to get people to underwrite any attempts
to legitimize it. As for the British, they're a joke.... The wave of
the future in the Middle East lies elsewhere, in developing indus-
tries in the area and in understanding that groups like the Pales-
tinians are the core intelligentsia of the area. If that is not under-
stood, nothing can work in the Middle East.”

What is the
Muslim Brotherhood?

Triggered by the Islamic fundamentalist destabilization in Iran,
the Muslim Brotherhood isnow onarampage invariousnationsof
the Islamic world, an expression of the Royal Institute of Inter-
national Affairs’ commitment to rely on mass-oriented-cults to
keep the Middle East and other developing sectors out of the
development configuration centered around the European
Monetary Fund. .

A fanatical and puritanical secret society, the Brotherhood —
or“Ikhwan’ — is organized into special cells and so-called ** tem-
ples,” from which it spawns local and regional branches of its cult
operations. Strongest in Egypt, where it dominates the religious
establishment, the Brotherhood is also extremely powerful in
Pakistan, where its Jamaat e-Islam branch literally runs the gov-
ernment. It is also well organized in Nigeria and Senegal, and is
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especially strong in North Africa, while Jordan, Syria, Iraq and
Turkey have been seriously infected (see box).

In Iran, the Ikhwan controls a significant faction of the Shi'ite
leadership. ,

So widespread and active are the Ikhwan networks that they
have penetrated and reached dominant positions among Islamic
groups in North America, such as the Muslim Students Associa-
tion and the Muslim World League (the “Rabitat™) in the U.S.

Hassanel-BannaandLondon’s primitivism

The Ikhwan profile centers around opposition to “*Westerniza-
tion.” Its founders originally derived their political ideas —
destroying all secular authority and forcing the establishment of
an Islamic state — from the late 19th century advocates of pan-
Islamic doctrine, Sufism, and mysticism: all combined from the
start to create a xenophobic, anti-intellectual, **fundamentalist™
counter-operation to growing anti-British nationalism during
that period.

These savage qualities are all personified by Hassan el-Banna,
the “Supreme Guide’” and founder of the Ikhwan in 1929, who
hammered the organization into alarge and well-disciplined cult
with a paramilitary branch and elite assassination squads.

Hassan el-Banna emerged from the higher levels of the Sufi
orders in the 1920s, after embracing the mystical notions of the
10th and 11th centuries’ Al-Ghazzali combined with a passionate
hatred for ““secularization’ and for the republican political ten-
dencies associated with Turkey’s Kemal Ataturk.

By the mid-1930s, Hassan was receiving cash allotments from
the London-based Suez Canal Authority and from ministers of the
royal court of London puppet, Egyptian King Farouk, who saw in
the Ikhwan and the fascist “Young Egypt” militias an effective
counterweight to nationalist anti-British sentiment in Egypt. By
the 1940-1941 period, the Ikhwan was powerful enough to have
direct ties to the Egyptian military, mediated in part by current
Egyptian President Anwar Sadat, and was in touch with several
pro-Nazi fundamentalist groupings in Iraq and elsewhere.

During the same period, rumors were widespread in the Arab
world that the Muslim Brotherhood was receiving funds straight
from the British embassy in Cairo.

The Ikhwan served British purposes well. Theirextreme anti-
Jewish (rather than anti-Zionist) fulminations built up considera-
ble credibility for Zionist claims that the Arabs are “anti-
Semitic"'(!), and aided Zionist recruitment and support work.

Disgusted with the whole Ikhwan operation, Egypt’s Presi-
dent Nasser crushed their organization in a no-holds-barred
showdown soon after he seized power in 1952,

Following Nasser’s crackdown against the lkhwan in Egypt,
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Aprofile ofIkhwanoperations

A London source with extensive connections into both
“radical left” and “religious right”” groups in the Middle East
and the Indian subcontinent provided the following profile of
the structure and strength of Ikhwan, or Muslim Brother-
hood, and their international networks.

Egypt, Pakistan, Morocco, and Turkey are the countries
which have the most extensive Ikhwan operationsat this point.
In Egypt, the lkhwan has major support among petit-
bourgeois merchants, discontented students, and so on, and
have grown remarkably under Sadat’s regime. In Pakistan, the
Ikhwan is called the Jamaat e-Islam, and it runs Pakistan’s
leader Zia; pure and simple.

Aninteresting areaof Ikhwan growth is Morocco. Notonly
have they grown there as a group, but in Morocco there has
been the crucial new addition of a merger of Ikhwan networks
with so-called Tijani groups, i.e., the Sufi-mystic-whirling
dervish groups. These Tijani are otherwise well-known for
activity in Turkey; this is one overlapping group working in
both Morocco and Turkey.

Other Ikhwan activity should be noted: in Tunisia, a well-
known Sheikh, Sheikh Mourou, has congregated an Ikhwan
following around him; this has gained strength among stu-
dents. In Syria, the Ikhwan has an extensive underground
operation. In Iraq, they have been crushed.

In Saudi Arabia, outside the circles around Prince Abdul-
lah (Saudi National Guard-head — ed.), the Ikhwan is sur-
prisingly highly unpopular. Why? Because it opposes
monarchies, and the Saudis are a monarchy, so the King and
Crown Prince treat the Ikhwan with disfavor.

Note in conclusion that the Ikhwan has a following of some
substance in the U.S. This exists among Pakistanistudents who
are pro-Zia. It also exists in certain areas of Arab student
strengthin the U.S., in particular at the University of Texas at
Austin and atthe University of [llinois at Champaign-Urbana.
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their strongest base, the Muslim Brotherhood fled and re-
grouped — in Geneva, Switzerland! There, under the cover of a
foundation called the Institute for Islamic Studies headed by Said
Ramadan, they set up secret headquarters.

According to reliable sources, the Geneva network is linked
directly to another outfit in London itself, called the Islamic
Foundation of Europe, whose leader is the brother of Abdul-Rah-
man Azzam, the British agent who headed the Arab League after
World War I1. Also deeply involved in the Muslim Brotherhood
organizing is the fascist Hans Seidel Foundation of Munich, West
Germany, closely linked to Franz Josef Strauss, whose executive
director is Otto von Hapsburg. The Hans Seidel Foundation has a
representative in Cairo who, according to sources in Munich,
maintains liaison with the Muslim Brotherhood.

Both the Center for Middle Eastern Studies at Cambridge
University and the Institute of Oriental and African Studies at the
University of London serve as “think tanks™ for the Muslim
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Brotherhood controllers in London, Munich, Geneva, and South
Africa.

The funding for the organizations linked to the Muslim
Brotherhood comes largely, according to many sources, from the
faction in Saudi Arabia associated with Prince Abdallah, the com-
mander of the National Guard there, and from the Kuwaitis.

In diplomatic and intelligence circles, it is widely known that
Prince Abdallah isextremely close to London — asopposed to the
majority of the Saudiroyal family, whichis“pro-American.” Both
Abdallah and the new ruler of Kuwait, Sheikh Sabah, were trained
at the same London police school, Hendon Police College — and
both are pro-Muslim Brotherhood.

Following the assassination of King Faisal in 1975, when
Abdallah’s power was somewhat increased, the growth, of the
influence of the Brotherhood in Saudi Arabia wasspeeded up, and
throughout the Islamic world Abdallah’s faction was increas-
ingly able to push fundamentalist Islam and the Ikhwan.

In Iran, forinstance, the Fidaiyani Islam (" The Devotees of
Islam™) are closely linked to the Muslim Brotherhood, and in the
1950s they carried out jointly aseries of assassinations and terror-
ism in both Egypt and Iran.

In the current Iran crisis, the Devotees have suddenly resur-
faced to carry out assassinations for the ultrareactionary cause of
Ayatollah Khomeini.

4 2

Washington Post waves
Islam flag

*“Resurgence of Islam’ was featured in the Sunday, Jan. 21
Washington Post, excerpted here:

On Islamic holy days, thousands of worshippers turn
out at prayer services organized by the once-outlawed
Moslem Brotherhood, now so visible and well-organized
that its posters appear in the windows of Cairo buses and its
thick glossy magazine is on every newsstand.

These are the visible signs of a resurgence of Islamic
orthodoxy and puritanism thatis one of the strongest trends
in Egyptian society today. It has been under way for about
three years, and appears to be gaining strength — par-
ticularly in the universities.

“We are puritans, but we are not fanatics,”” said Omar
Telmassani, editor of The Call, the monthly magazine of
the Moslem brotherhood. He spent 17 years in prison
during the presidency of Gamal Abdel Nasser because of
his membership in the brotherhood, which had a reputa-
tion as an organization of terrorists who made two attempts
on Nasser's life. ...

Sadat is reliably reported to have struck a bargain with
the leaders of the Moslem establishment, such as the
sheikhs of Al Azhar, by which he tolerates theircriticismon
issues such as family planning provided they refrain from
undermining him politically as the Iranian mullahs have

done to the shah. J

36 Third World

EXECUTIVE INTELLIGENCE REVIEW

Saudi Arabia;:
the next Iran?

Saudi Arabia, aleading force for peace in Middle East politics, has
emerged as the number one target of a British-backed operationto
destabilize the Middle East via the deliberate activation of reac-
tionary Islamic sects.

Saudi Arabia’s refusal to back an Egypt-Israel separate peace,
combined with its increasing desire to open relations with the
Soviet Union, and growing willingness to cooperate with the
European Monetary System all pose a formidable obstacle to the
continued manipulation of the Middle East by Britain and her
political and intelligence networks in the United States. The fact
that Saudi oil wealth is key to the successfulimplementation of the
EMS and would virtually guarantee the triumph of the new, high-
technology-oriented EMS over the British-controlled Inter-
national Monetary Fund has, of course, not been lost on the
desperate British oligarchy.

IrantreatmentforSaudiArabia
Numerous signs surfaced last week that Saudi Arabia is nextin line
for the Iran treatment.

*Six months after I return to Teheran, the future of those who
presently rule Saudi Arabia will be known,”" said fanatic religious
leader Ayatollah Khomeini, speaking through his chief aide
Ibrahim Yazdi in Paris.

Khomeini's threat was picked up by the Jan. 22 Christian
Science Monitor, which reported that Shi'ite mosques in Iraq,
Kuwait, the United Arab Emirates, and Oman have become cen-
ters of Khomeini-style ““revolutionary activity,” and that Prince
Fahd is urgently seeking cooperation with the other Arab states to
put an end to the threat. However, according to Thomas Ricks of
Georgetown University and British agent Joseph Malone for-
merlybnf the National War College, both quoted by the Monitor,
mosques in Saudi Arabia have begun to “stockpile arms™ for a
rebellion.

Covertly backing those factions tending toward religious reac-
tion in Saudi Arabia is Prince Abdullah, chief of Saudi security.
According to a high-level Washington source, Abdullah is
pushing to sever ties with the West. Prince Fahd, in contrast, is
committed to modernizing Saudi Arabia and looks with favor on
cooperating with the West to achieve this.

Abdullah has often been cited as the likely ringleader of a
palace coup by dissident, anti-American voung Saudis who are
being personally cultivated by Malone and his ilk.

“If I were the Saudileadership, " stated UCLA s Malcolm Kerr,
a close associate of Malone, *I'd be worried about what is going on
in Iran and what the ramifications are for Saudi Arabia. Toomuch
development too fast brought about a backlash of reaction in Iran.
The same thing could happen in Saudi Arabia. If I were the
Saudis, I'd start cutting back on oil production, the rate of
modernization, and other such things just to keep things under
control there.”

In an attempt to force Saudi support for the Camp David ac-
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cords, backed by Egypt’s Muslim Brotherhood faction, the U.S. is
stupidly tightening the screws on Riyadh.

“We have tiptoed around SaudiArabialongenough,” said Sen.
Frank Church, the new chairman of the Senate Foreign Re-
lations Committee on Jan. 19. Because the U.S. supplies the
Saudis with military hardware, Church continued, Washington
““has the right to demand from them positive, affirmative support
for the (Egypt-Israel) peace treaty.”

Then, in open blackmail, Church stated that because of the
“obvious potential threat which instability poses for the Saudi
regime, . the U.S. must now force the Saudis to support an Egypt-
Israel separate peace, even if that means withholding the security
and military apparatus that Washington has promised Riyadh.

Chiming in with Church were Zionist lobby Senators Javits and
Stone, also on the Senate Committee. Javits insisted that the crisis
over Iran means that an Egypt-Israel pact is of maximum impor-
tance; Stone demanded a congressional review of U.S. Middle
Eastpolicy and threatened to revoke the F-15 jetfighter deal with
the Saudis.

More egregious was Assistant Secretary of State Harold Saun-
ders’ delivery of the Administration’sfirst direct criticism of Saudi
Arabia. Saunders, the chiefof the Middle Eastdivisionat the State
Department, stated outright that the U.S. is unhappy with the

- )

Brzezinski’s Islamic
study script

National Security advisor Zbigniew Brzezinski has per-
sonally ordered U.S. intelligence services to prepare an in-
depth “worldwide study’ of the revival of Islamic funda-
mentalism. The study, according to the Jan. 20 Washing-
ton Post, was ordered *“in the wake of the Islamicrevolt that
helped drive the Shah of Iran from his country.”

According to well-briefed Middle East analysts, the
Brzezinski study is, in essence, nothing but a feasibility
report for implementing what has been dubbed the ““Ber-
nard Lewis Plan,” named after the British orientalist
currently at Princeton University, whose profiling of Mid-
dle Eastsectarian differences set the stage forthe Iran crisis
and the spread of reactionary Islamic fundamentalism in
the entire area.

Corralled into support for Brzezinski’'s British-inspired
study, Carter Administration officials disclosed at a closed-
door hearing of the Senate Foreign Relations Committee
Jan. 19 that “the existence of the request was considered
highly sensitive by the Administration, because of the
growing political impact of Moslem fundamentalism in
many areas of the world. . . . Brzezinskiis reportedly deter-
mined not to allow the political impact of Moslem funda-
mentalism in such potential crisis points as Pakistan,
Afghanistan, Egyptand the Philippines togounreportedin
the future. He has formally directed the intelligence com-
munity to produce an in-depth study of this phenomenon.™

\ _/
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lack of Saudi help in pushing through the Camp David peace ac-
cords.

Despite the pressure, the Saudis are standing firm. Last week,
the former chief of Saudi intelligence wasfiredfrom his post as ad-
visor to King Khalid because of his partiality to Egyptian Presi-
dent Sadat and theseparate peace arrangement with Israel. Atthe
same time, King Hussein of Jordan arrived in Riyadh on his way
from Damascus, and reaffirmed Arab opposition to Egypt’s pur-
suit of a separate deal with Israel.

Khomeini’s friends
at Foggy Bottom

The centers of international support for the leader of the fanatic
Moslem Brotherhood wing of the Iranian opposition, Ayatollah
Khomeini, are individuals tied to the organizations and political
circles around the late Bertrand Russell, as well as British-intel-
ligence tainted elementsin the U.S. State Department. These in-
dividuals are running support for Khomeini in cooperation with
the Institute for Policy Studies, Georgetown University, and
M.LT. brainwasher Noam Chomsky.

Prominentamong these supporters of Khomeiniis former At-
torney General Ramsey Clark. Clark was deployed to Iran last
week to drum up support for the Ayatollah by elements in the
State Department linked to Clark’s former Deputy Attorney
General, now Deputy Secretary of State Warren Christopher.
Christopher’s political pedigree is found in the joint Bertrand
Russell-Aldous Huxley MK-Ultra drug proliferation project run
in California. Clark is also connected to the West German Baader-
Meinhof group and other ““left” terrorist operations.

Another Iranian subversion agency associated with Russell is
the Italy-based Lelio Basso Foundation, named after the late
Italian politician in British employ who ran Trotskyist and
anarchist networks into the Italian Left. Basso was also a 1960s
member of Russell’s anti-Vietnam War **War Crimes Tribunal.”
The Basso Foundation not only maintains close supervision of
European agents extending into the Iranian opposition, but has
sent special teams to Iran to coordinate work with the Khomeini
people.

A recent Basso Foundation team was sent under the joint
auspices of the U.S. Committee on Iran, a pro-Khomeini group
run out of Georgetown University by Professor Thomas Ricks.
The Committee’s representative at the time, James Cock-
croft, is a sociology professor at Rutgers University heavily in-
volved in left-countergang and pro-terrorist activities.

One of the leading spokesmenforthe U.S. Committee on Iran
is Princeton University professor Richard Falk, a prominent
figure in several zero-growth and counterculture political insti-
tutions. Falk has recently been in communication with Noam
Chomsky, who hasagreed to speak jointly with Ricks ata Stanford
University seminar on Iran. The Stanford organizer for the
seminar, physics professor Pierre Noyes, is also the Committee’s
leading organizer in California, and maintains steady contact
with co-thinking European organizations.
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Falk accompanied Clark on his trip to Iran to meet with
Khomeini’s allies; also in the party was Don Luce of the Clergy
and Laity Concerned.

In a recent interview, Falk proudly proclaimed his aim to be
the disintegration of the Iranian army and “its takeover by the
struggle movement.” “This is why,” Falk announced, “the
Khomeini people refuse to join any coalition government. They
wantthe Shah outsothe Movement can splinter the army and take
it over.”

Ricks proclaims that the U.S. Committee on Iran is actively
seeking to broaden its support base: “We’d like to work more
closely with Noam (Chomsky), he’s precisely the personwe need.
We also probably will get Dan Berrigan to help us out, and we're
already working closely with the Institute for Policy Studies,
through Michael Klare, their expert on military affairs. We have
also done work with the Coalition for aNew Foreignand Military
Policy, through their heads Brewster Rhodes and Bruce Cameron
of the Americans for Democratic Action.”

Theallies

Ricks, Falk, and others have identified several groups and in-
dividuals working closely with or parallel to the U.S. Committee
on Iran and the Basso Foundation:

The Iranian Students Association. Ricks attended by invi-
tation a Dec. 24-30 conference in California of the ISA, only days
before the madcap ISA riots against the Shah’s family in Beverly
Hills, California.

The Young Muslims Organization. A subsidiary of the
Muslim Students Association, the YMO has at its head Ibrahim
Yazdi of Houston, Texas, a leading personal spokesman for
Khomeini. The Committee has co-sponsored forums with the
YMO and maintains close touch with it. The YMO also sponsors
activities and forums for Shariat Rouhani, a relative of Khomeini
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who has been pushing for support of Khomeini throughout the
U.S.

A known proponent of the Yazdi operation is University of
Pittsburgh professor Richard Cottam, a member of an Iran policy
team headed by University of Chicago Mideast specialist Marvin
Zonis which has legitimized Khomeini in the eyes of the U.S.
foreign policy establishment. Zonis is closely associated with the
head of the National Security Council Iran task force, David
Aaron, known among U.S. intelligence experts as “‘the mole” in
undermining U.S. capabilities in Iran.

Committee on Repression in Iran (CARI). CARI is centered
in Britain, involving several Members of Parliament, and is coor-
dinated by Fred Halliday, the expert on the Persian Gulf /Iran for
the Institute for Policy Studies and the IPS’s European affiliate,
the TransNational Institute. According to Halliday associate and
TNI coordinator Eqbal Ahmad, ** Fred maintains regular contact
with Khomeini.” Ricks also confesses to being a close friend of
Halliday’s.

Committee on Artistic and Intellectual Freedom in Iran
(CAIFI). Centered around one Benaheni, CAIFI has extensive
ties to the Trotskyist International; CARI is its British counter-
part. A top CAIFIsupporterisex-Bertrand Russell intimate Ralph
Schoenman, who has spent much of the past several months in
Iran.

American Friends Services Committee (AFSC). The AFSC
sponsored a Sept. 30 anti-Shah “Peoples’ Hearing™ attended by
Klare, Zonis co-worker James Bill of the University of Texas at
Austin, a CAIFI Fourth International representative, and Ram-
sey Clark. Through such -coordinators as pro-terrorist lawyer
William Kunstler, the AFSC helps develop links between the Ira-
nian Students Association and European terrorist organizations
like the Baader-Meinhof gang.
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Scandal over U.S. bank buy-ups

Investigations chart British financial war vs. adversaries

Generating considerable controversy these days is the rapid
step-upin the bids to take over American banks coming from Brit-
ish and Canadian bank holding corporations. By allindications, a
scandal of untold proportions is just beginning to brew.

For instance, the U.S. Labor Party charges that the Hong-
kong and Shanghai Banking Corporation is deeply involved in
financing worldwide drug trafficking, terrorism, and runs on the
U.S. dollar, causing the U.S. Federal Reserve Board of Governors
todelay their approval of HongShang’s acquisition of the Marine
Midland Bank of New York pending their review of the Hong-
Shang’s international activities.

An even more shocking scandal is building around the U.S.
Labor Party’s contention that certain foreign and foreign-affil-
iated banks are currently operating in both the British colonial
outpost of Canada and in the United States as the vehicles for
financial warfare against targeted political enemies.

The Labor Party and the National Caucus of Labor Commit-
tees, an association involved in political education, have docu-
mented five years of financial warfare against their respective or-
ganizations. The organizations’ investigators are now in the pro-
cess of tracing these operations back to British-influenced poli-
tical intelligence institutions that have made financial warfare

Uaﬂkely coinctdences
wolving banks. suspect in
manciat warfare ‘ ‘

‘ ‘ChaseManhattan '
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their specialty since at least World War I1. At that time, the Brit-
ish government established, both in Britain and in other British
colonies, a Ministry of Economic Warfare which engaged in
financial warfare against Germany and against any individual or
organization the British felt were not sympathetic with their poli-
tical policy for waging that war. The Ministry of Economic War-
fare was dismantled, but its graduates may now be found among
the directors of every major British and Canadian financial insti-
tution. The case of the Bank of Nova Scotia is exemplary (see

below).

BankWaragainstthe LaborPartyand NCLC

The financial warfare documentation released by the NCLC
and USLP shows that almost $1 million has appeared on the two
organizations’ bank statements at various times only to be subse-
quently claimed by other banks as **
Table 3). The evidentiary grids presenting the incidents indicate
that in each case the claimed “error’” was not discovered until one
of the organizations attempted to rely upon the funds (see Table
1). Therefore, the amounts involved were undisputed for up to

wire transfer errors’ (see

seven weeks!

Each of the incidents, if gridded against political events

2. Citibank

a) Appearance of two “errors” within'a month and a half of each

~ other, duplicating Chase pattern less than a month eatrlier.

b) Appearance of credit memos: at branch bank identifying
proper wire transfers into-NCLC account without correspon-
ding ledger entries crediting the account itself. Bank officer
conducting investigation to locate sourceof coristant“errors” is
transferred with no'notice to another branch.

3. Bank of'Nova Scotia

-a) Delay in discovering “error” was two and a half weeks,
. although. BNS possesses documents .indicating they were
. -aware of transfer three days after it took place.

b} Citibank acquiescing to BNS request to freeze account of
NCLC vendor Campaigner Publications, Inc. in effort to seize

 NCLC funds.

Counterintelligence 39



involving the U.S. Labor Party or the NCLC, also show aremark-
able coincidence ona time line (see Table 2). Forexample, the first
such incident, involving two transfers into the NCLC’s Chase
Manhattan Bank account, of $60,000 and $65,000 respectively,
occurred at the time when the collapse of the Herstatt Bank in
West Germany, and the Swiss-controlled offshore Banque
Credite Internationale (a major known institution for drug and
terrorist financing), had placed intense financial pressure on
Chase Manhattan — the New York correspondent bank for Ban-
que Credite Internationale. Chase was also under investigation
by the FBI for alleged overvaluation of its bond portfolio and for
falsification of records.

At the same time, United Auto Worker officials were prolif-
erating a rumor that the NCLC was financed by the Rockefeller
brothers—arumorwhichis still being circulated by Ralph Nader.

Within two weeks of all these events, the first $60,000 ap-
peared in the NCLC account at Chase. The bank’s abrupt with-
drawal of the funds was followed within days by a lawsuit filed by
the UAW which the union’s internal memoranda described as
designed ““to bankrupt” the NCLC.

Canada’spartinthewar

The Bank of Nova Scotia incident in 1976 followed a similar pat-
tern. The U.S. Labor Party backed Lyndon H. LaRouche, Jr. asits
presidential candidate in the 1976 elections and, on election
eve, purchased one half hour of national prime time television for
an address to the nation by its candidate. Although major efforts
were made to prevent the sale of time, the Federal Communica-
tions Commission ordered NBC to air the telecast. Within a few
weeks, the Carter national campaign committee complained to
the Federal Elections Commission concerning the financing of
that broadcast. The FEC entered into consultation with various
intelligence agencies and, at the end of December, issued anorder
foran extensive campaign against USLP supporters and vendors.

Withindays, the Bank of Nova Scotia transferred $89,000 into
the NCLC’s Marine Midland Bank account — an amount almost
precisely that which published fund-raising appeals had stated
was required by that organization in the December-January
period. Despite bank documents indicating they were aware of
the transfer by Jan. 4, 1977, the NCLC was repeatedly assured
that the funds were theirs. At the time of the incident, Marine
Midland was involved in takeover negotiations with the Hong-
kong and Shanghai Banking Corporation, as a result of internal
financial weaknesses of the Marine Midland Bank.

The introduction of foreign banking practices into the United
States through the takeover of U.S.-based banks has its
consequences for American business unless stopped: the insinua-
tion of drug and terrorist related practices into day-to-day busi-
ness, a shift away from the research and development, and finan-
cing of advanced technologies and toward wholesale looting of
corporate assets, and the collapse of the U.S. dollar.

Each of the incidents in the following documentation, in-
cluding that involving the Canadian Imperial Bank of Commerce
(see below), indicates that the banks in question were either com-
plicit in financial warfare — apparently an acceptable business
practice for banks chartered in the British Empire — or were
placed under severe pressure by British-affiliated banks.
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TheBank of Nova Scotia’s
British intelligence pedigree

In an effort to make good their claim that the $89,000 shown on
the National Caucus of Labor Committees account at Marine
Midland Bank in Buffalo, N.Y. at the end of 1976 was the result of
a “hank error.” the Bank of Nova Scotia filed suit against the
NCLCinJune of 1978. In September, the Bankof NovaScotia was
granted a summary judgment against the NCLC for the full $89,-
000. The following is a selection from the arguments in the
NCLC's motion to reconsider the summary judgment.

Affidavit of NCLC executive Warren Hamerman in sup-
port of motion for reargument

..NCLC believes that the assumption of standard banking rela-
tionships and the disinterestedness of the plaintiff is an incorrect
assumption on a motion for summary judgment. In point of fact,
the management of plaintiff BNS is comprised of longtime bitter
political adversaries of NCLC whose skillin waging financial war-
fare against their opponents dates back to World War II ... Wal-
ter Lockhart Gordon (the bank’s auditor) is not merely a major
political opponent of the NCLC. He is an expert in financial war-
fare, having worked in the Canadian Finance Ministry during
World War II intimately with Sir William Stephenson and Lord
Beaverbrook ... Mr. Gordon’s close connection to BNS through
his accounting firm ... is strengthened through his close associa-
tion to the five leading Canadian Institute of International Af-
fairs members who are also on the Board of Directors of BNS (John
Aird, Henry R. Jackman, Sir Kenneth Keith, N.A.M. MacKenzie
and R.M. McIntosh). Sir Kenneth Keith, asdirector of political in-
telligence for the British Foreign Office in World War II, and
N.A.M. MacKenzie, as chairman of the Wartime Information
Board in World War 11, both worked directly with Mr. Gordon in
Mr. Stephenson’s SOE operation.

Reply of Bank of Nova Scotia, through its attorneys
Shearman and Sterling

.. These exhibits to the Hamerman affidavitareso obviouslyirre-
levant to thislitigation that more need not be said. Defendant’s ef-
forts to draw some connection among the clandestine operations
of British Intelligence and the OSS in World War 11, Walter Gor-
don’s directorship of Torstar (Toronto Star newspaper), the
Bank's auditors and the mistaken overpayment of approximately
$89,000 is the stuff that solacious (sic) paperbacks are made of, not
motion papers for the consideration of this court.

Replyof NCLC

.. Thislimited investigation, as described in the Hamerman affi-
davit, unearthed the direct connection between plaintiff Bank of
Nova Scotia and a long-time political adversary of defendant.
This connection was not and could not be refuted by plaintiff in
his submission in opposition ... In defense of the original motion
for summary judgment, defendant raised the possibility of an
anonymous donation or of perpetration of fraud by bank per-
sonnel ... Afterinvestigation, a third probability, direct financial
warfare by plaintiff against defendant appears even more

likely. ...
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Thecaseofthe Canadian
Imperial Bank of Commerce

At the end of October 1978, the Canadian Bank of Commerce
claimed a ™ bank error” to deduct $25,000 from the bank account
of the National Caucus of Labor Committees. The amount had
been credited to the account more than a month before and was
“found” when an NCLC official in Seattle requested that the
money be transferred to a New Jersey bank. Then, on Nov. 15,
Canadian Imperial abruptly closed the NCLC's account. For the
last three months, NCLC officials have been demanding from
Canadian Imperial an explanation of the alleged bank error and
the account closing, before pursuing legal action. The following
are excerpts of correspondence from Marianna Wertz of the Seat-
tle NCLC to Mr. M.C. Edwards, Supervisor of Banking, State of
Washington.

.. The Canadian Imperial Bank teller who arranged this transac-
tion was Dawn Erickson. On Nov. 1, 1978 (two days later) I
received a telephone call from a Mr. Williamson of Canadian
Imperial Bank who informed me that the $25,000 did not belong
to NCLC but belonged to White Pass and Yukon Route, a Cana-

Y'Date ! Amount '

, . Banks invclvedf‘ :
‘_\nPenodl
;"~~f1974 Oct.28 - ‘$6\0,000
= Nov. 1 65,000 .
G - Chase Manhattan Bank
" Dec.4 65,000
el eeieee , / F;(stNatlonalCIty Bank
L1978 dan, 663,000
‘ - First National City Bank
k account Flrst National City Bank
d:sruptions S various banks :
89,000
28,000
i o Chemical Bank (NY) .
- 25,000
S e B . and Seattle, Washington)
~ TOTAL  $995,000 \

- Defaysin posting creditsto account of upto three weeks beyond normal processing tunes in
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dian company who had informed him that they were missing $25,-
000 in a wire transfer that morning. Initially, however, Mr. Wil-
liamson informed me that he had been looking for*“that money™
foralong time. Earlier thatmorning when [ attempted to checkon
the wire transfer, I was told by Dawn Erickson that the money had
been sent through Seattle First for transfer to New Jersey but that
forsomereason Seattle Firsthadmadeanerror” and had not sent
the money out. Ms. Ericksoninformed me that Seattle First would
send it right away and the money would be good for payments
made by NCLC to its vendors on'Oct. 30 in case NCLC had writ-
ten any checks against it. ... There were several contradictions in
Canadian Imperial’s explication of the delay ... so I decided to
take this up with the bank on Nov. 2. I also checked our statement
from Canadian Imperial and found an additional $10.000 ...
which no one affiliated with NCLC had deposited. ..

I asked Mr. Williamson to explain how the errorwasmade. He
said it was a clerical error, that the machine which encodes the ac-
count number and the amount had a button down that should not
have been down ... Persons familiar with these types of machines
in New York City with whom the NCLC has conferred find this to
be a highly unlikely sequence of events. ..

The other pertinent fact is that without explanation, on Nov.
15, 1978, Canadian Imperial Bank of Commerce closed the
NCLC's account ... it would appear NCLC was being punished

by the bank for its own “error.”

wiretransfersresulting in cash flow disruption.
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Carter resolves on gas policy

Decision sidesteps Mexico’s desire for development

U.S.-Mexico relations took another seriousturn forthe worse last
week, just prior to President Jimmy Carter’s scheduled arrivalin
Mexico City Feb. 14.

Twoevents highlight the continuing downturn; both creating
the appearance that a ““policy debate” on U.S.-Mexico energy
policy is wracking the nation’s capital. But in fact, participants in
the “debate” all agree on theirfundamental approach to relations
with Mexico, leaving no one in top policy circles to address the
basic issue: how to hook up Mexico’s plans to use its massive oil
reserves as the basis for massive industrialization with U.S. needs
for energy imports and high-technology exports.

Instead, President Carter is being pressed to take sides in what
appears to be a policy conflict between Energy Secretary James
Schlesinger and National Security Advisor Zbigniew Brzezinski
overMexican oil. Both oppose the industrialization of Mexicoand
should Carter deliver either insulting variation to Mexico next
month, the only benefactor of Carter’s goof on the issue will be
presidential hopeful Senator Ted Kennedy — whose political
machine revved up this “*family feud’” against the President in the
first place.

On January 17, Carter announced to an afternoon press con-
ference in Washington D.C. that there was‘no urgency’” tosigna

natural gasimport deal with Mexico, due toacurrent*“surplus’ of
gas in the U.S. He would only discuss “‘long-term strategic ap-
proaches™ with Lopez Portillo, he said. The major U.S. press im-
mediately reported that Carterhad thusembraced Energy Secre-
tary Schlesinger’s view on the gas deal question. Wrote the New
York Times, “ Mr. Carter appeared to put a cap on debate within
his Administration in recent months, siding with Secretary of
Energy James Schlesinger against recommendations that Ad-
ministration officials said had come from the National Security
Council and the Department of State.”

Five days later, the scene of the battle shifted from the pressand
back to Capitol Hill, where Schlesinger was brought before the
Joint Economic Committee (JEC) to testify on energy policy.
When Schlesinger repeated his view that Mexican gas took third
place to the need to promote more domestic and Alaska pro-
duction, the following heated interchange took place:

Sen. Jacob]Javits (R-NY): ““Aren’t you materially poisoning the
atmosphere of relations with Mexico when there are more over-
riding issues than the natural gas price... Mexican oil could be our
greatest asset in breaking OPEC.”

Schlesinger countered: ““Mexico is going to have to be very
careful and concerned about the social implications of too-rapidly

f

A key section of the Presidential Review Memorandum (as
reported in the Washington Post) notes that: **While there
is little danger that — unless we attempt to seal the border
— Mexico will become overtly hostile, the cumulative im-
pact of unmanaged tensions could end the conditions that
have enabled the United States to discount Mexico’s
nearness.”

And yet, sealing the border is exactly what the Carter
Administration policy appears to be headed for, with the
clear understanding that it will lead to open violence and
unrest within Mexico. The “safety valve™ provided by
thousands of workers who now migrate to the U.S. forwork
will be shut off.

This scenario was outlined by “agronomist” William
Paddockin an exclusive interview three years ago: “Weare

“Sealtheborder and watch them scream”

~

going to clamp the borders of the U.S. and Mexico down.
Then watch them scream. There is nothing that really can
be done with them. Mexico cannot support its present
population on astable basis. The population will have to be
cut to30 million people (from a population at that time of 60
million people — ed.). This will occur as it always does;
through pestilence, famine, and war.”

What thenseemed like the ravings of agenocidal lunatic,
however, is now openly discussed as U.S. foreign policy. At
the end of last month the Special Committee on Popula-
tion led by Representative James Scheuer (D-N.Y. ) issued a
report calling for “an intense, high-priority and well-
funded effort to secure our borders regardless of what else
we may do.” In the cover letter written by Scheuer for the
report, he called for “a firm, hard sealing of the border.™
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developing its resources. We have seen what happens with a too
rapid development in Iran. (So) the pace of these developments
will not be sufficient to break the OPEC cartel.”

Sen. Edward Kennedy then bitterly criticized the Energy
Secretary for “spurning” U.S. relations with Mexico in order to
boost the Secretary’s more-expensive Alaska project.

Mirror-image politics

Buried behind this facade of policy debate is the reality that Ken-
nedy, Javits, Brzezinski and Schlesinger all agree on the same
strategic lunacy: international oil is a geopolitical weapon for de-
stabilization and economic control, not a springboard to high
rates of international growth. Therefore, Mexico must not be per-
mitted to use its oil for rapid industry-based development.

The code-phrase giveaway is *“Mexico could be anotherIran.”
Schlesinger, in hisJECtestimony, became the first cabinet mem-
ber to publicly present this outrageous assertion. While Mexico
moves rapidly on projects which will end problems of unemploy-
ment and rural backwardness — the precise ingredients forsocial
unrest — Schlesinger is now on the record stating that Mexico
must court economic disaster and “go slow.”

The Mexican government, however, in response to the Carter-
Schlesinger statements, is sticking to plans to become an indus-
trial giant with or without the U.S. (see below), and furthermore,
has the partners in Japan and Europe to do it. French President
Giscard’s planned trip to Mexico, two weeks after the Carter trip,
makes clear that the U.S. stands to lose by the Carter Adminis-
tration approach.

The only way that an““Iranscenario” could take hold in Mexico
is if Washington sets about to create it — by sealing the U.S.-
Mexico border. This measure is designed to create the circum-
stances of rising popular unrest by cutting off Mexico's unem-
ployment “escape valve,” thus inviting the chaos of an Iran.

Three yearsago, whenzero populationgrowth fanatic William
Paddock calledforsealing the border, itseemed like acry from the
blue. Now a full committee of Congress — the Select Committee
on Population — has endorsed major steps in the direction of a
border closing, and Committee Chairman Scheuer urges com-
pleting the job.

This is a perspective for sending Mexico back into the Dark
Ages. Representing help in this direction from within that coun-
try, one of Mexico’s leading “fiscal conservatives,” the Mont
Pelerin Society’s Juan Sanchez Navarro, stated to the Mexican
press last week that Mexico is facing ““eight centuries of the Dark
Ages,” just as ““Europe did after the fall of the Roman Empire.”

TheKennedyangle
One of the more astonishing aspects of Carter’ssudden embrace
of Schlesinger on energy policy toward Mexico is that it hands his
major rival for the 1980 Democratic Party nomination, Edward
Kennedy, a carte blanche to parade as the friend of Mexico wan-
ting to see the gas deal go through. Kennedy's office worked with
the Brzezinski side of this fracas in the formulation of the ““soft-
line’” aspects of a classified document known as Presidential Re-
view Memorandum-41, which advocated an immediate gas deal.
A Kennedy staffer contacted this week was quick to insist that
“Schlesinger’s hard line won in the debate in the White
House...it's a very sad development.”
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But Kennedy’s well-known aversion to Third World industrial
development is precisely the flip-side of the ““seal-the-border”
threats. What kind of economy will fit the New Dark Ages of a
Mexico thrown into chaos by border-sealing? A Kennedy staffer
boasted of Kennedy's policy toward Mexican economic develop-
ment last fall: “Mexico needs small-scale technology in an agri-
cultural base. Investment should be on the labor-intensive side.”

Kennedy's self-proclaimed model for such development is the
programs of the World Bank. World Bank director Robert
McNamara arrived in Mexico personally last week to urge Mexico
to pay more attention to “agricultural development™ in the poor-
est and least-efficient peasant areas, and to focus on “job-crea-
tion” rather than industry.

Allagainst OPEC

What then is the debate about Mexican gas? Brzezinski and Jav-
its, on one side say it's worth it to get a gas deal through imme-
diately, even if on Mexico’s terms, in order to get more gas and oil
as a U.S. reserve against OPEC.

(

On U.S.-Mexico policy,

In the following interview with the Executive Intelligence
Review, Julius Katz, Assistant Secretary of State for Economic
and Business Affairs, reveals the. thinking of an extensive
“Schlesinger faction” within the State Department for the 18
months that the Mexico natural gas deal has been up for
debate. Katz wildly distorted the sequence of events which led
to the collapse of the gas negotiations, as well as the positions
taken by the parties involved.

EIR: In Carter's press conference statement Jan. 17, the Presi-
dent indicated that he agreed with Schlesinger's insistence
that a gas deal with Mexico was not a priority for the Admin-
istration.

Katz: Schlesinger’s view has been mischaracterized. He has
said that an immediate deal is not urgent from our point of
view. Soit’s not necessary to accept Mexico's higher price. But
at a certain time, price and time will come together. Now
there’s one other point which converges here, and that's the
Mexican view. How anxious they are for a deal is somewhat
questionable. It's part of a larger can of worms.

EIR: But aren’t their criteria for deciding the wisdom of a gas
deal between neighbors like the U.S. and Mexico beyond sim-
ple price? Won't it help relations and eventually bolster the
economies of the two countries in ways that go far beyond the
dollars and cents cost of the gas itself?

Katz: Look, Schlesinger’s position has been grossly distorted.
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Schlesinger and Carter say they want tostimulate U.S. produc-
tion, especially in Alaska, and hold off on a big Mexico push.

But there’s no disagreement here on anything fundamental.
Schlesinger takes back seat to few in Washington in threats and
bluster against OPEC. He is notorious for his sponsorship, last
year, of a proposal to create special U.S. “mobile shock forces”
capable of “defending U.S. interests” in the Persian Gulf region.

As the architect of Carter’s disastrous ““zero energy growth”
program in Washington, Schlesinger certainly is no friend of
cheap energy for the sake of cheap energy. But as a pragmatic
quesfion, Mexican oil and gas can’t come on stream fastenough to
“break OPEC,” in Javits's terms. As his “Iran” ravings indicate,
he nevertheless wants to take no chances that Mexico will really
emerge as anew industrial giant — another Japan.

Carter, stepping into this debate, has “resolved”” the wrong
issue. The question is not gas; the question is whether the U.S. fos-
ters a Japan or an Iran on its border.

—Tim Rush

On Mexico, Carter
makes an about-face

Over the past few months President Carter has made several
public statements on Mexico which have stunned observers for
their inaccuracy and inconsistency.

First, during a press conference in November when Carterwas
asked about the furor caused by plans to build new “impene-
trable” fences at various points along the border, he responded,
“What fences?”

Then, on Dec. 7, Carter told reporters during a breakfast
meeting at the White House that:

“In preparation for my visit to Mexico in February, the
National Security Council has been assessing all the facets ot our
Mexican policy, political, economic, and so forth. ... consider

~

State siding with Schlesinger

It's not that Schlesinger has been blocking the deal. We've
been trying for six months to get down there (to Mexico—ed.).
But we're getting no signals back. It's very clear, they are not
prepared to negotiate.

Let me explain to you a little bit about how this situation
developed. It's Mexico which backed off fromnegotiationslast
year, not Schlesinger. Schlesinger had nothing to do with
this. . . . There was a hoorah in Congress, when Senator
Stevenson introduced a motion to link an Eximbank loan to a
reduced price (in consultation with Schlesinger’s office —
ed.). Despite all this public discussion, we still began discus-
sions. We wanted to see how the matter could be recast. There
was a need for optics on their side.

EIR: What do you mean by “optics? Different ways for two
people to see the same thing?

Katz: That's right. In this case, we offered ways for both sides
to accept a $2.60 (per thousand cubic feet) price.

But the key thing is that we never said “no.”

Now the Mexican posture since has been: “you guys blew
it. You lost the Exim loan, we went to London and got finan-
cing there. We're using the gas domestically”"—though that's
arguable — ““and when we want new discussions, we’ll be the
ones to say. Not now.”

EIR: Administration policy toward Mexico at this point — on
trade, gas, and undocumented workers — appears to be
becoming more hard line.

Katz: That would be terribly unfortunate. The trade issue is
very specific, a question of certain goods and agricultural
products, liketomatoes. In my view, itis soluble. Energy ques-
tions, the same. Now immigration is not my bag. There are at,
least four different views. This is one issue that really bugs the
Mexicans.

EIR: The editor of this publication, Fernando Quijano, has
recently received extensive coverage in the Mexican press, ad-
vocating a policy of U.S.-Mexico relations based on the ex-
change of oil and gas for capital goods and other advanced
technology. The French and Japanese have accepted this ap-
proach. What do you think of the concept?

Katz: I don't see any problems with an oil-for-technology
program in terms of trade policy. But you should know Mex-
ican policy is as protectionist as any in the world. Hopefully
that will change. ...

It'snotthatthe U.S. isfalling behind other nationsin trade,
but rather adeliberate decision on the part of Mexico toreduce
its trade with the U.S.

It seems fine for Mexico to acquire capital goods from
Europe and Japan. But if they think they can then sell manu-
factured goods to the U.S., they're wrong. We're blocked as it
is from fairtrade arrangements with Japan and Europe in areas
like steel. We certainly couldn’t take Mexican steel, for
instance.
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our relationships with Mexico to be asimportant asany other that
we have, and my relationship with President Lopez Portillo has
been very good.

“We have also had negotiations with them earlier this year on
the purchase or pricing of natural gas, and perhapseventually oil,
as those fields are developed. Because of the uncertainty of con-
gressional action on the energy legislation, they were postponed,
with agreement on both sides, until after the Congress ad-
journed. Those will be reconsidered, and I guess we will do some
background work on that before I arrive in Mexico to conclude,
hopefully, these continuing negotiations.”

While Carter seemed to be emphasizing a ““soft”” negotiating
posture in relations with Mexico, his comments on the gas nego-
tiations were highly inaccurate in that: 1) there was no “agree-
ment on both sides™ to “postpone” the negotiations, and 2) there
have been no “continuing negotiations.”

At a press conference on Jan. 17 Carter completely reversed
himself and endorsed the “hard line” position taken by
Schlesinger a few days earlier.

“In the immediate future, the next few months, there is no ur-
gency about acquiring Mexican natural gas. We have, at this mo-
ment, a surplus of natural gas in our own country; and the state-
ments made by the Secretary of Energy were related to that fact.
He has encouraged large users of oil and gas to use gas instead of
oil.

“And we also have the problem of using efficiently gas
produced in the 48statesof our country; and, in the future, howto
bring the natural gas that is available from Alaska down through
Canadatoournation. It'saverycomplicated thing. AndwhenIgo
to Mexico next February this will obviously be one of the matters
that I will discuss. But I'm not going down there to negotiate the
price of natural gas. We'll be talking, myself and President Lopez
Portillo, more in long-range strategic approaches on how we
might best provide a good market for Mexican oil and gas that
they want to sell to us.”
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Schlesinger line
won’t budge Mexico

Spokesmen for the Mexican government did not delay in respon-
ding to President Carter's endorsement of Schlesinger’s **hard
line” policy on gas sales. The following are excerpts from state-
mentsmade on Jan. 18 by Patrimony and Industries Minister Jose
Andres de Oteyza and by Jorge Dias Serrano, director of the
national oil company, Pemex, which appeared in the Mexican
press.

Wewillnotbe pressured
Mexico will not accept pressure of any kind regarding its oil sales,
stated Mexico’s Secretary of Patrimony and Industrial Develop-
ment, Jose Andres de Oteyza this week. Secretary Oteyza added
that Mexico expects to be producing two and a quarter million
barrels of oil a day by 1980.

The Industries Secretary asserted that the new National Plan
for Industrialization — to be discussed Monday (Jan. 22 —ed. ) by
the country’s industry-related ministers in the presence of Presi-
dent Jose Lopez Portillo—would revolve around oil sales and sur-
pluses. After approval it will be implemented later this year.

According to Oteyza, there is no possibility that any type of ex-
ternal pressures will affect in any way this policy of industrial-
ization based on oil revenues. “We don’t know what they're
thinking (in the U.S. — ed.), but we do know what we want, and
we will not allow ourselves to be pressured by anyone regarding
the use of our oil,”" stated Oteyza in no uncertain terms. “We are
going to produce. . . to use Mexican oil productively, in terms of
Mexican national interests.”

Oteyza also commented that Mexico has under study a plan to
establish a crude refinery in Bilbao (Spain), to be used as a
distribution point for Mexican refined oil products throughout
Europe.

Wedon’tneedthe U.S.foroil sales

Jorge Diaz Serrano, director of the Mexican state oil company
Petroleos Mexicanos (Pemex) stated on Jan. 18 that Mexico
doesn’tdepend on whetheror not the United States decides to buy
Mexican oil. He said that diversification (of markets — ed.) is the
solution to Mexico’s oil problems and that “it is better to have
three friends than only one.” The Mexican oil executive indicated
that Mexico hasdiverse markets, including trade with Central and
South American countries, while Spain is handling the intro-
duction of Mexican oil products into Asian and European
markets.

Diaz Serrano warned that Mexico will not putitself in the posi-
tion of having only one purchaser for its oil output, and further in-
sisted that Mexico’s development — of its industry as well as the
country overall —would not be impeded if the United Statesdoes
not purchase Mexican oil products.

He stated flatly that Mexico has no expectations regarding
U.S. purchase of Mexican natural gas. And in regard to Carter’s
remarks on the subject Serrano said, “He's free to say what he
wants.”
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The Zionists’ holocaust today

Destroying the myth of Germany’s collective guilt

The Zionist lobby's branch in West Germany is creating a lot of
fuss over the alleged collective guilt of the German population for
the ““holocaust™ of World War I1. This last week featured great
mediaplay up over the airing of the film** Holocaust.”” On Jan. 20,
Helga Zepp-LaRouche, the chairman of the European Labor
Party for the Federal Republic, issued a message to the German
people (excerpted here) clearing the air over who precisely should
be brought to justice for their crimes during the Nazi period.

The Zionist-British circles that produced and propagandized for
the “Holocaust™” film and whose West German representatives
are now setting in motion atotallyartificial and controlled debate
in the Federal Republic over that film are the very people who to-
day are plunging the world toward a holocaust that will make the
Nazis' crimes look like a picnic. This Zionist-British policy con-
sciously risks a nuclear holocaust. There is therefore not the slight-
est qualitative difference between the morality of the Zionistsand
that of the worst Nazis.

Lyndon H. LaRouche, Jr., the chairman of the U.S. Labor
Party, warned the governments of France and the Federal Repub-
lic in an article — “ British Covert Operations Against Schmidt,
Giscard” published in New Solidarity at the end of December
1978 — that the Labor Party possessed reliable information about
an upcoming destabilization campaign controlled by London
against both these governments. LaRouche stated, furthermore,
that because of the extraordinary repute and towering leadership
qualities of both Federal Chancellor Schmidt and French Presi-
dent Giscard, this operation would not make them its direct
target, but would attempt to make their environment insecure by
conducting psychological warfare.

The present *“Holocaust” swindle can only be viewed as fitting
this outline. The Zionists, the Nazis of today, are proceeding todo
their deed at precisely the point in time when the West German
population isbeginning todevelop a positive national identity un-
der the leadership of Helmut Schmidt, at the moment when the
population is beginning to realize that the European Monetary
System will develop and foster the export of German technology
to developing countries and, through that, can maintain world
peace. The scribblers in the media and those people who have
done nothing, absolutely nothing for the development of the
Federal Republic agree: ““We must finally have our self-con-
frontation with fascism!™ o

As LaRouche also explained in his article; the publication alone
of an upcoming destabilization has a certain immunizing effect.
Above all else, it gives the affected governments the means at
hand for a corresponding counteroperation. All that government
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departments need todo now is to follow the trail and the networks
of those who initiated the showing of the ““Holocaust™” film and of
those who set up the hypocritical media debate around a sup-
posed ““for or against,” and they will directly hit upon a nest of
Zionist — read, foreign — agents in the Federal Republic.

While in the USA nobody has the slightest illusion about the
power of the Zionist lobby, in particular its power over the present
Carter Administration, the influence of an extremely well-hid-
den and functioning Zionist lobby in the Federal Republic has
been known only to a few initiated political personalities up to
now, and not to the general public. Therefore, the hypocritical
“Holocaust” swindle must be used as the inducement for blow-
ing the cover over these foreign agents wide open.

r A

Sovietjustice ministerrejects Zionists’
campaign against BRD

Soviet Justice Minister Vladimir Terebilov assured West
Germany during his just-concluded official visit there that
the Soviet Union would not criticize a West German deci-
sion to designate 1980 as the last year for persecuting Nazi
war criminals. Such criticism, said Terebilov, would only
aid protestactionsagainst West Germany — like the pres-
ent Zionist lobby campaign around the airing of the * Holo-
caust” film and alleged collective German guilt for World
War II.

In fact, he said, ifany Soviet campaign against Bonn on
this issue emerges in the coming months, it will be known
thatsomeoneistrying tobypass the Soviet J ustice Ministry.

Terebilov's one week visit rather startled the daily
Frankfurter Allgemeine Zeitung. They reported on Jan. 22
that Terebilov had an “affinity” for the German law
system, so much so that West German Justice Minister
Vogel was quoted saying: Terebilov ““was much more
curious and polite than the U.S. Attorney General (Levi)
was~ when Vogel visited Washington in 1978.

The Soviet and West German ministers agreed on an of -
ficial exchange program between their respective depart-
ments and on an exchange of articles for their countries’
legal publications. Vogel has accepted an invitation to
travel to Moscow to continue his discussions with
Terebilov.
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What is even more important for the German population to
really ““overcome their past’” is to understand that there is a major
difference between those Jews who were the victims of the Nazis
and the Zionists. The latter not only worked with the Nazis to put
the non-Zionist Jews under the knife ““so that the Jewish race is
purified,”” but are the very same Zionists who deceitfully reproach
Germans for the ““Holocaust” and who are using the Holocaust
mythology today in order to drive the entire Israeli population
into a war that will mean their own total annihilation.

The perfidious collaboration

The following account only singles out one aspect of the exten-
sively documented cooperation between the Zionists and the
Nazis which must be taught in history lessons in our schools.

In 1961, the Jewish author Ben Hecht published in the United
States a book with the title Perfidy. Hecht gave the reasons for
publishing his book in his introduction. He said that he had great
fear that the same mentality that once caused the Holocaust is
controlling the Zionists today and will plunge the world into a
thermonuclear holocaust.

Among other items, Hecht reported how, in 1944, then Direc-
tor for the Immigration of Hungarian Jews, Dr. Rudolf Kastner,
negotiated with Nazi officials Eichmann and Himmler, on Ben
Gurion’s orders, for the departure of 400 “elite Jews' including
the wife of Tibor Rosenbaum. At the same time, he consciously
deceived about 1 million Hungarian Jews — of little value in the
Zionists’ eyes— about the Nazis’ intentions and herded them into
the deportation trains with false promises. The Nazis would have
had major militaryproblemsin subjugating Hungary without this
helpful supportfromthe Zionists. The Naziswereonsuch friendly
terms with their Zionist accomplices that Eichmann could
proudly state in his 1960 affidavit that: “ Kastner was one of us.”

During the early 1950s, Kastner was the Israeli Minister of In-
dustry and, after the anti-Ben Gurion _faction in Israel threatened
to bring him too court in 1957, he was murdered asa precaution on
the evening before the Eichmann trial opened. (...)

A future of peace and progress

By nomeansdothe British oligarchical circles think that their only
complaint about the Federal Republic is that thereare old Nazis
there whodonotwanttobe confronted with their past. The reason
why they are so angry with the Federal Republic is based on ex-
actly the opposite. They view the policies of Federal Chancellor
Schmidt, who is supported by 80 percent of the population accor-
ding to polls in even the hostile press, as the greatest hindrance to
their confrontation policies.

The European Monetary System which was jointly initiated by
Schmidt and Giscard threatens to end their financial control once
and for all. Above all, it is the irrevocable policy for detente that
Schmidt is carrying out toward the Soviet Union that has the
British oligarchy in a white rage. All of their plans to involve
NATO inaconfrontation against the Soviet Union will not work so
long as the second most-important NATO partner, the Federal
Republic, does notgo along. Another reason for their anger is that
it is the stated policy of the Federal Republic not only to force the
maximum of technological development on its own country, but,
with the other EMS partners, tospread this technological progress
throughout the developing sector so that millions, yes, billions of
people will technologically progress and develop republican
ideas. When this process seriously gets under way, then the oli-
garchists and the aristocrats’ hope that they will be able to again
put the world under a feudal order dominated by them will be
gone for good.

Creating a humanist future, beginning with the EMS, this is
what it means for the Federal government to carry out a policy of
war avoidance through establishing a new world economic order.
Therefore, we can be proud today of being citizens of the Federal
Republic of Germany.

The only people whohave noreason tobe proud that they live in
the Federal Republic are the opponents of the EMS. They, and
they alone, have all sorts of reasons for being confronted with the
Holocaust that they themselves support consciously or uncon-
sciously. There is no collective guilt, but only individuals who will
be brought to justice.

Strike wave: Britain asked for it

In Great Britain, fashionable opinion is bitterly blaming Henry
Ford II for triggering the apparently uncontrollable wave of
strikes that has paralyzed the country for the past twoweeks. Ford,
so the line runs, provoked the strikes by breaking the Labour
government's 5 percent wage ceiling, and ordering the manage-
ment of his English operations to grant English Ford employees a
wage hike amounting to some 15 percent.

Elsewhere, however, the feeling predominates that Ford's
decision was inevitable, given the low productivity of Britain's
wage-starved workers, and that the British, by refusing to follow
suit, may be taking an irreversible step toward writing their
anemic industrial capacity out of any competitive position in the
world markets. Those who follow this line of reasoning point out
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that the British posture — refusal to even negotiate with striking
workers — isconsonantwith Britain's lonely decision to stay out of
the new European Monetary System, which promises to yield a
new boom of prosperity for the rest of Europe and Europe’s
trading partners.

Asof this writing, a nationwide strike by some60,000truckersis
in its third week, and the country is beset by repeated continuing
walkouts — officially of 24 hours duration but often longer — by
public service workers and rail workers.

The effect on daily life is catastrophic.

Shipments of industrial products, food, and raw matcrials by
truck have ground toa halt. Britons have been warned nottogo to
the hospital without an appointment, not to call for ambulances
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except in extreme emergency, and not to “overburden’ family
doctors with work. At some hospitals it hasbeenreported that pa-
tients have gone without food for 24 hours, while at others only
cold meals were provided. Garbage and sewage services have
been intermittent and schools have been temporarily closed.

Half a million workers have been laid off; automobile,
chemical, and steel plants have begun closing as materials run
low. Shortages of staple food items are widespread and in some
sections of the country, affecting one million people, drinking
watermust be boiled for fear of contamination by sewage. Exports
have ground to a halt. A rabies alert was issued after one woman
was bitten by a rabid cat.

One Londoner quoted in the New York Times said: ** Everyone
has become brutish; everyone has become selfish. It's not the
civilized way it used to be.”

Official Policy

The Callaghan government is willing to endure this disruption of
basic living conditions in order to preserve its austerity policy
which seeks to hold wage settlements to 5 percent of current earn-
ings— a policy which hasled to what all admit aresharpreal wage
reductions for British workers. Rather than admit that
the austerity policy is unworkable, the British government has
turned the progressive deterioration of the country into official
policy. A just published pamphlet entitled **De-Industrial-
ization,” put out by the National Institute for Economic and
Social Research, discusses the collapse of British manufacturing
and concludes that nothing can be done.

Home Secretary Merlyn Rees announced in Parliament that
“no contingency measures open to the Government will
significantly ease the disruption of industry or reduce the number
of men laid off as a result of these disputes.” Merlyninsisted: “We
are not near a crisis.”

Nooptions
Having ruled out participation in the EMS, the options open to
British policymakers are severely limited.

The national press hasled the outcry against Callaghan, calling
for what amounts to a national unity government led by Tory
Margaret Thatcher and her band of cold warriors in which
Callaghan would play a secondary role. The Sunday Telegraph
called for a ““determined national will” to show the unions who is
hoss. The Opposition Party and the Labour Government should
stand “‘shoulder to shoulder’ in the crisis, urged the editorial, but
Thatcher should “take the lead and show the government the
way.” Of course, “troops will be required to keep essential ser-
vices moving,”” advised the newspaper. ““If these are not enough,
volunteers will be required to fill the gap.”

—Marla Minnicino
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Beginning on Jan. 29, high-ranking dele-
gates of the Ibero-American countries will
convene in Madrid for the first Ibero-
American’ Conference on Science and
Technology. The conference follows by
three months a meeting of Spanish and
Arab representatives held in Madrid todis-
cuss financing of development projects for
Latin America, and represents the next
step in consolidating Spain’s role as the
“bridge” between the European Mone-
tary System and the countries of Latin
America.

On Jan. 6, the Spanish news agency
EFE reported that the Ibero-American
Conference will “translate science and
technology and its significance in the new
international economic order into a pro-
gram of concrete actions.” The delegates
will also study the juridical and technical
issues raised by ““joint scientific investiga-
tions between the Ibero-American coun-
tries and Spain as well as the financial
aspects’” of the “‘concrete projects” to be
discussed.

- Anelite O | ol e Soun

= i . < regime of Francisco Franco, such an up-
‘working for P .
scientific progress

front role by the Spanish in international
affairs may seem incongruous. But it is
rapidly becoming the order of the day un-
der the government of Prime Minister
Adolfo Sudrez and King Juan Carlos 1.

In a new year’s day address, Spanish
Foreign Minister Marcelino Oreja stated
that “in 1979 Spain will expand its coop-
eration with Africa and Latin America,”
and announced that his ministry is ““pre-
paring a foreign aid law which will enable
Spain to have a more forceful presence in
Africa.”

On Jan. 7, Oreja left for a tour of four
African countries: Egypt, the Sudan,
Ethiopia, and Kenya. Although Oreja had
to interrupt his trip unexpectedly — to go
to France for discussions on joint French-
Spanish action against terrorism in the
Basque region bordering on southern
France — he was able to broaden Spain’s
bilateral relations with the Sudan. The
Spanish government has opened up a
creditline to the Sudan and hassentateam
of Spanish technicians, on Jan. 10, to con-
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duct a research project on the develop-
ment of the Sudan’s agriculture. The pro-
ject will include joint cooperation in
investigations of various cultures, irriga-
tion systems, and agricultural equipment.

After his visits to Africa and France,
Oreja plans to go to the Soviet Union foran
official visit, which, the Spanish press
reports, may include ameeting with Soviet
Premier Leonid Brezhnev.

One of the topics likely to be discussed
with the Soviets is the next Conference on
Security and Cooperation in Europe,
scheduled to be held in Madrid in 1980.
According to Oreja, the Spanish govern-
ment “intends to prepare this conference
seriously and it hopes to achieve concrete
results from it asregards disarmament and
detente,” reported the Spanish daily El
Puais.

In Latin America, a Mexican dele-

gation, headed by Jorge Diaz Serrano,
general director of Mexican Oil (Pemex),
arrived in Spain this week for talks with its
Spanish counterpart, Campsa, aimed at
establishing closer collaboration between
both countries’ oil industries. Besides
supplying Spain with 100,000 barrels of
crudeoil perdaystartingin 1980, Diaz Ser-
rano is discussing plans for Pemex to buy
up to 30 percent of Spain’s biggest refin-
ery complex Petroner. “Should the plans
go through,” reported the Spanish ABC
Jan. 10, “Spain will turn into Pemex’s
beach-head for its operations in Europe.”

At the same time, Spain is evolving
progressive domestic policies focused on a
high rate of industrial development —
including one of Europe’s most vigorous
nuclear energy programs. Once carica-
tured as the model for European peasant
backwardness, Spain now has several

nuclear power plants in operation, five
nearing completion, seven awaiting ap-
proval of construction, and 15 others in
various stages of planning, aiming formid-
1980s start-up dates.

The responsibility for Spain’s pro-
gressive international and domesticrole —
as for the surprisingly peaceful transition
from Francoist dictatorship to democratic
rule — lies largely with the European (as
distinct from the Latin American) branch
of the Catholic organization Opus Dei. In
the following report, the first in a series on
Spain, we present the history of Opus Dei’s
role in post-Civil War Spain, and describe
the forces which worked to put Spain on
the path to becoming a modern industrial
democracy.

~ Spain’s OpusDeiand
the Spanish Civil War

Contrary towhatis generally believed, theforces thatemerged on
the side of Francisco Franco after the Civil War were not an undif -
ferentiated pack of “pro-German Falangists.”” In fact, until the
veryday of hisdeath, Franco was confronted with three main ten-
dencies within his ranks:

1) the ultra-Nazi Falange, of British inspiration, which wanted to
impose the Mussolinian model,

2) the similarly inspired Carlist movement that worked for a
restoration of the Borbén-Parmaline of the Spanish monarchy, or
in view of the virtual impossibility of that option, to strike an
agreement with the legitimate Borbon y Borbén line;

3) the traditionalist monarchists whoaimed at a restoration of the
legitimate monarchy.

This third tendency was divided into a so-called liberal pro-
British faction, represented by individuals such as the Marqués of
Valdeiglesias, Gil Robles, Sdinz Rodriquez, and Salvador de
Madariaga; and an anti-British Catholic-conservative faction
around Accidn Espariola. The anti-British monarchist faction was
represented in government beginning in 1941 by Admiral Luis
Carrero Blanco. It is this faction with which the Opus Dei is
associated.

The Civil War left Spain an economic wreck in the hands of
general Francisco Franco and the Falange. Spain, according to
British designs at the time, was to play arole in the propagation of
fascism in Europe along with Hitler's Germany and Mussolini’s
Italy. During the war, the Falange received material aid from
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[taly and advice from Great Britain. The Falange’s founder, Jose
Antonio Primo de Rivera, not only had been studying in Eng-
land before he set out to organize the Falange, but was welcomed
in the circles of British fascist Sir Oswald Moseley and the British
aristocracy.

As Franco rose to power, steps were taken by the Falange to
constitute itself as the one and only party or political organization
that would define the new regime and institutionalize it officially
as a fascist state. Under such a Falangist state, Spain would close
ranks behind Hitler and enter the Second World War. The
Falange’s attempts were strongly opposed by monarchical-mili-
tary elements, most notably, Admiral Carrero Blanco, who ad-
vised Franco against the Falangist designs. Compromising,
Franco established El Movimiento (The Movement) as the poli-
tical institution of the country. Although largely led and con-
trolled by the Falange, The Movement was loose enough forother
political colorations to be a part of it. The Germanophile Move-
ment, however, was not going to be the official representative im-
age of the regime. In a first defeat for the Falange, Admiral Car-
rero Blanco was named Undersecretary of the Presidency in 1941
after writing a strategic document for Franco — ** Considerations
about the International Situation” — which dashed any hopes the
Falange had about getting more than a token Spanish division
into World War II.

A year later, Franco was suggesting in public that a restora-
tion of the Monarchy would be the only viable solution for Spain
in the future, but not the “liberalist monarchy™ under which
Spain had begun disintegrating at the beginning of the century.
As Carrero made clear to Franco in his 1944 report, “*Spain In
Front of the Current World Situation™:
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“Liberalism, with or without Crown, would deliver us
in the hands of England, not as an ally, but as alackey ... If
Spain returns to a Monarchy, it cannot be the Monarchy
that England wants, but the traditional Monarchy; one
thing is certain, if the Monarchy were already restored it
would be receiving from the British press the same attacks
as the actual regime does. ...”

The OpusDei

While Admiral Carrero and others were securing for themselves
strong and influential positions within the otherwise bloody dic-
tatorship, a small organization, the Opus Dei, was laying the
groundwork for one of the biggest “white coups’ in recent his-
tory.

The Opus Dei was founded by Father José Maria Escrivd de
Balaguer in 1928 under the protection of the Bishop of Madrid,
Alcald, Monsignor Eijéo y Garay. From the beginning, Father
Escrivd saw the Opus Dei as an educational organization in the
tradition of the Brotherhood of the Common Life that not only
would prepare priests in the Apostolic principles of St. Augus-
tine, but would also educate professional lay cadre. From 1928 to
1936, the Opus Dei was a small group of 12 university students
from Madrid and Aragon, Father Escrivd's native region. They
metin the Father'sapartmentin what he ironically called the Aca-
demy for Law and Architecture. Father Escrivd’'s Academy was
recognized as a deployment against the Jesuit-dominated Insti-
tuto Libre de Ensenanza and the Jesuit Center for University Stu-
dies because it was moving to recruit the best from among
Catholic students in several institutions.

The Opus Dei wasdevoted to*“ regaining the intellectual elites
for catholicism™ and, for Father Escrivd, the only way of doing so
was by ““forming an intellectual elite convinced of the coherence
between God and scientific knowledge.” Such an elite was not
conceived in a mystical, self-flagellating way, but as a “third
force” that would actively participate and intervene in world af-
fairs. Self-perfection was not something achicved in isolated
meditation, but by acting in the real world to change it and aim-
ing at being the “best apostle” in whatever field the individual
moved, on the basis of true scientific and Christian knowledge.
With these ideas, recollected in Father Escrivd’'s book Camino
(The Way), the Opus Dei carried out factional organizing among
Catholic students and religious congregations.

The clashes with the Jesuits could not be avoided. A Jesuit
ideologue went so far as to state that those in religious congrega-
tions who joined or wish to join the Opus Dei “would be consid-
ered traitors.” Vicious slander campaigns against the Opus Dei
were the order of the day.

With the outbreak of civil war in 1936 and the mass assassina-
tions of priests which followed, Father Escriviand some of his stu-
dents escaped to France and later returned to the zone occupied
by Franco. Among those priests killed was Father Escrivd’s pro-
tector during the time he was a student in the seminary.

The end of the civil war came in 1939. Some two million peo-
ple had been killed, including much of the intelligentsia. Spain
was in desperate need of building and educating its human
resources. As Education Minister, Franco appointed Ibdfiez
Martin, who was closely associated with Opus Dei members dur-
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ing the war. The same year — 1939 — Ibdiiez created by decrec
the Superior Council of Scientific Investigations (CSIC) and ap-
pointed José Maria Albareda, his close friend and an Opus Dei
member, as its president.

The idea behind the CSIC was clear. One Opus Dei member
put it this way: “The important thing is that we have to convince
the young generation that neutrality in science does not exist .. .
the young generation must be possessed with ideas of Augustin-
ian principles, thatis tosay, “the closerwe are to God, the closerwe
are toscience’.”” The CSIC, and the magazine it published, Arbor,
led the Opus Dei effort to train an elite in all fields that could in
time take over the reins of power and lead the country toward
progress and development.

Working through the Superior Council, the Opus Dei wasable
to place professors in all fields in nearly every major university,
create research institutes to unite “the natural and the specula-
tive sciences,” and establish its own university in Navarra. The
Opus Deirecruits included a rich cross-section of men and women
from all social strata.

In 1947, the Vatican issued the encyclica Povida Mater
Ecclesia, specifically to allow for the creation of special secular
institutions that would permit the Vatican to officially recognize
the Opus Dei. Father Escrivd was simultaneously made monsig-
nor and up to his death in 1975 was a friend and ally of Cardinal
Montini (Pope Paul V1), playing an importantrole in the Vatican
Il council.

Franco MustGo!

The reaction wasnotlate in coming. A plot tokill Francoand in-
stall the Falange chief, Arrese, in power was uncovered and de-
fusedin 1943. A second plotwas uncovered in 1947. The 1943 plot
was organized by none other than Otto von Hapsburg and his liai-
son in Madrid, Leon Degrelle, who lived in Madrid with his Aus-
trian aristocratic wife. Degrelle’s house became the conspira-
torial center for Franco’s Falangist opposition.  Degrelle,” wrote
the German weekly Der Spiegel in 1959, found refuge ina circle
that was in opposition to the Franco regime and which enjoved
not a little popularity among the Anglo-Saxon military.”

The first plot a failure, the second was organized in 1947 under
the direct supervision of the British Foreign Office. General Beig-
beder v Atienza was to negotiate an agreement between the
Socialist Party of Indalecio Pricto, the Carlists, and the pro-Brit-
ish monarchist elements around Gil Robles and Salvador de
Madariaga. Under Beigbeder, a provisional government was to
be formed that would “initiate a period of conspiracy and subver-
sive activity, the success of which would depend on obtaining for-
cign support,” according to a U.S. State Department document
that vear. All important negotiations by the parties in exile after
the civil war were conducted out of the British Foreign Office un-
der Prime Minister Atlee's government.

Forseveral vears, Franco had been conducting delicate nego-
tiations with Don Juan de Borban for a possible restoration of the
monarchy. Don Juan, however, was in exile and under British
influence mediated through Madariaga, Gil Robles, and others. A
restoration of the monarchy under those circumstances would
have meant handing Spain on assilver platter to the British. Don
Juan was pushed by his “advisors”™ to demand an immediate
restoration, organize international opinion in his favor, and
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openly defy Franco through manifestos circulated inside Spain.
Thedangerwasall too clear to Carrerowho, althoughloyal to Don
Juan, advised Franco:

“Don Juan’'s manifesto shows, besides ignorance of the
Spanish domestic situation, an enormous lack of vision
regarding the international situation ... The inspiration of
the manifesto has two origins:

— Vegas Latapié and Gil Robles and

—S4inz Rodriguez, Madariaga, et al., who act under
non-Spanish criteria.

“The fact that Don Juan signed a document born out of
these two sources shows his lack of political vision. But we
must not dismiss him or abandon him to his actual men-
tors. . . . Nothing better than having some people loyal to
him, but they at the same time should be intelligent and
catholic men with strong convictions agreeable to the
Movement's postulates, to move to his side and undertake
the difficult task of pulling him away from all the influ-
ences to which he is today submitted. Don Juan must be
placed on the road to a radical change ... or resign himself
to the idea that it will be his son who will reign. 1t is also
necessary to start thinking in the preparation of the young
Prince for being King. ... He will be a good King with the
help of God, but only if we begin to take on the problem
now. I suggest the following: that a few trusted monarch-
ists go to Lausanne (Don Juan's place of residence —ed.);
that utmost care be placed in the selection of the (Prince’s)
teacher and that he be sent perfectly instructed....”

(emphasis added)

Prince Juan Carlos arrived in Spain on Nov. 10, 1948 to begin
his education. His teachers were carefully selected and *“instruct-
ed.”” Prominent among them was Angel Lépez Amo, a high rank-
ing Opus Dei intellectual.

OpusDei’s‘“WhiteCoup”

As it became clearafter 1947 that the Franco regime could notbe
easily toppled, isolation was imposed upon it from abroad. It
should be clearthatthe British government had no distaste what-
soever for Franco or the Falange. Britain’s so-called opposition to
the Franco dictatorship stemmed from the fact that the dictator
had been “captured” to a large degree by the anti-British
monarchist-Opus Dei tendencies on virtually every issue of for-
eign policy. The “opposition” was intent on preventing those ten-
dencies from taking over the internal apparatus and policies
which were in the hands of the Falange. Spain was not allowed to
participate in the Marshall Plan, nor to participate in or be recog-
nized by the United Nations. Only Salazar’s Portugal and Perén'’s
Argentina would recognize the Spanish regime. Spain under-
went a period of “autarky’” which allowed for little if any develop-
ment and which threatened widespread and explosive social fer-
ment in the early 1950s.

The international blockade was broken by the Vatican in 1953
with the signing of a Concordat negotiated by Opus Dei men
which recognized the Franco regime. Later that year diplomatic
relations were established with the United States. An important
role in that development was played by Juan Carlos™ teacher,
Loépez Amo. In 1955, Spain was admitted into the United Nations.
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With the acquisition of a small bank in 1955, the Opus Deibegan
to create an impressive financial network that in the short period
between 1957 and 1973 turned Spain from a technically back-
ward country into the ninth largest industrial power in the world.
This entrance into the financial world was secured by the Opus
Dei in 1946 when they began to gain increasing influence over
financial and industrial layers through the state industrial hold-
ing, INL

A cabinetreshufflein 1957 brought the first two Opus Deimen
into the government in the important ministries of finance and
trade. Although still a minority within the cabinet, the ministers
began to open up foreign markets and credits for Spain, includ-
ing the Comecon countries. In the following years, the ** Techno-
crats of God”” — as they were called — took over every important
ministry under the protection of Carrero Blanco, who came to be
known as the regime’s “eminence grise.”

A “development plan to promote policies that would bring
foreign exchange in order to purchase needed machinery” was
drafted in 1957 with the ““backing of the United States.”” Butinter-
national “liberals and leftists” forced the **United States to re-
fuse further direct aid,” wrote Richard Herr in his Modern Spain.
Spain was momentarily forced to impose a “stabilization” plan
dictated by the International Monetary Fund. But not for long.
An Office of Economic Planning and Coordination was created
following the French model of economic development
established by General de Gaulle, himself a member of the Opus
Dei. De Gaulle’s top economist, Jacques Rueff, was “loaned” to
Spain to help draft a development program and reorganize
several planning, industrial, and economic institutions along
French lines.

In 1962, another cabinet shakeup brought three more *“ tech-
nocrats” to the government and the development plan was
launched. Six major Spanish banks influenced by Opus Dei bank-
ers formed a consortium to procure foreign aid. The plan en-
visaged a six percent annual growth of the national product based
on investments on the order of $5.5 billion overa four year period.
Easy credits were provided for industries that would move into
seven ‘polesof development’ inordertoend the concentration of
industry in the northern areas. Land was to be redistributed and,
in some cases, small plots were to be grouped into larger holdings.
Agriculture was to bemechanized. Projections were made for75,-
000 hectates of new irrigated landperyear. The program also allo-
cated funds for the construction of hydroelectric plants. The
program’s ambitious nuclear energy component has already tur-
ned Spain into an exporter of nuclear technology and know-how.

The year1969 has been called the year of the ““Opus Dei white
coup.” A government reshuffle handed nearly all cabinet posts to
Opus Dei or Opus Dei-linked men. That same year, Prince Juan
Carlos was sworn in as King Juan Carlos I of Spain for the post-
Franco period. By 1973 — when oil prices quadrupled — the an-
nual rate of growth of Spain’s GNP was 7.6 percent, while indus-
trial production was increasing at more than 11 percent annually,
according to the French paper Les Echos.

The pro-British elements were not idle all this time.
Destabilization attempts were kicked off simultaneously with the
development plan. In 1962, one of the many plots to kill General
de Gaulle was organized out of Spain in an attempt to wreck rela-
tions between the two nations. The Basque terrorist organiza-
tion, ETA, was created with heavy input by ultraleft nationalist
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priests, NATO agent Ernest Mandel's Fourth International
“Trotskyist” organization, and part of the Carlist movement
which had decided to “go left.”” A strong campaign against the
“technocrats” was launched by the Falange, the Socialist and
Communist parties, and the British Labour Party for attempting
to “‘restore capitalism in Spain!” Actively participating in the
campaign were the now die-hard opponentsofthe Sudrezgovern-
ment: Manual Fraga Iribarne and José Maria de Areilza, Countof
Motrico. Both men were the British monarchy’s preferences for
becoming prime minister after Franco's death.

But Franco, gravely ill, contravened those wishes by appoint-
ing Carrero Blanco president of the governmentin early 1973. Six
months later, the new prime minister wasassassinated by an ETA
commando. His assassination prompted a serious government
crisis which was “resolved” with the appointment of Arias
Navarro — the “minister of repression” — to the presidency. Pro-
minent in Arias’s government were Fraga Iribarne as ambassa-
dorto London, and the Count of Motrico as foreign minister, both
of them posed as spokesmen of a “civilized right.”” (Carrero was
assassinated less than 24 hours after he met with U.S. Secretary of
State Henry Kissinger. Carrero denied Kissinger permission to
use Spanish military bases for transporting weapons to Israel
during the 1973 Middle East war.)

With Franco's death two years later, Prime Minister Arias
Navarro intended to keep the monarchy in the background, as it
had been since 1969. Together with Areilza and Fraga, Arias’s
plans were to engage in a series of “reforms’” that would give his
regime a “civilized” face. His plans contradicted those of King
Juan Carlos, who was not about to be the King of the regime, but,
in his own words, the “King of all Spaniards.” The two opposing
views led to a government crisis in mid-1976. In an emergency
meeting called by Arias to hand in his resignation, King Juan Car-
los appointed Adolfo Sudrez as the new prime minister. Suirez,
who had been in the Carrero Blanco networks within the Franco
regime, and is linked to Opus Dei, was unknown to many, but not
to the pro-British oligarchy: Areilza and Fraga resigned from the
government and have become Sudrez’s staunchest opponents.
The political personality of Adolfo Sudrez wasbest described by a
former cabinet member: “*As a colleague [ used to tell him that he
had something of amachiavellian . . . Politically, he has carried out
extraordinary operations ... Machiavelli said that the ability of
provoking “expectation’ was one of Ferdinand the Catholic’s best
virtues. President Sudrez has that virtue...”” Under Sudrez and
key members of his cabinetalso linked to Opus Dei, Spain has con-
tinued its march forward.

—R.D. Cedenioand Antonio Juares
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Basque ETA terrorists

The Spanish government’s diplomacy on behalf of the EMS has
been answered with arenewed wave of terrorism from the British
intelligence controllers of the Basque separatist movement, ETA.
The ETA group interfaces with British intelligence and NATO
through “Trotskyist” networks associated with NATO's Ernest
Mandel (German), and through the Carlist movement.

Six people have been killed since Jan. 1, the date originally
marked for the European Monetary System to become
operational. Among those murdered were General Constantino
Ortin Gil, military governor of Madrid, and Supreme Court judge
Miguel Cruz Cuenca.

Most of the ETA terrorism had been previously confined to
the Basque region. The assassination of General Ortin and judge
Cruz Cuenca opens a drive to create chaos in Spain on the Italian
model and provoke the army into a coup.

Unable to prevent (via terrorism) the approval of a progressive
constitution last December — due to the strong security measures
taken by the Spanish government — the British have opted for
destabilizing the country as it gears up for its general elections
next March 1.

With the Constitution approved, President Suarez had the op-
tions of seeking a vote of confidence in Parliament or calling
general elections. Although there was no question that Suarez
would have won the vote of confidence, the President went on
national television Dec. 29 to announce that rather than going
into parliamentary alliances that could keep the government in
constant blackmail, he would seck a clear " popular mandate™ for
the government policies.

The murder of General Ortin activated the Francoist-Falange
networks inside and outside the military. Some 200
juniorofficersbroke discipline at Ortin’s burial, chanting slogans
demanding the immediate resignation of President Adolfo Suarez
and his Cabinet. Thev were joined by elements of the neofascist
organization, Fuerza Nueva, and more discreetly, by Manucl
Fraga Iribarne, spokesman of the so-called *civilized right ™ and
the Spanish black nobility. Fraga — who carries a long time
pedigree as an Anglophile and is in an electoral alliance with neo-
fascist Jose Maria de Areilza, Count of Motrico — branded Suarez
and his government as““incompetent” in dealing with terrorism.

King Juan Carlos and his Interior Minister Rodolfo Martin
Villa immediately moved to make clear that the reaction of the
junior officers did not express the sentiments of the government
— and would not be tolerated. Dressed in full uniform assupreme
chief of the military, King Juan Carlos gave a strongly worded
speech (see box) condemning the “shameful spectacle”™ of
undisciplined “soldiers who are not soldiers,” adding the warning
that in “"no way can the terrorism of a few prevail over the desire
for peace and freedom of a whole nation.” The Interior Minister
reported to the nation on the government's poliey for dealing with
terrorism (see box) warning that the governmentintends to put an
end to ETA terrorism. This intention was underscored by
Foreign Minister Marcelino Oreja’s trip to France aimed at
sceuring French collaboration in dismantling E'TA sanctuarices in
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move to stop Spain’s progress

southern France. It has been reported that the government has
put into effect a 15 point secret plan to fight terrorism. Interior
Minister Villa reported that 199 ETA members have been cap-
tured over the last three months. The ETA controllers in the black
nobility; however, are still at large. An upcoming article in this
magazine will fully expose the networks of British intelligence-
controlled Basque terrorism.

Spain acts to quell ETA

Inan environmentofterror created by the ETA cell, Spanish King
Juan Carlos delivered his annual address to the Armed Forces.
This year, the King called on the military to retain discipline in the
midst of the turmoil provoked by the terrorists. Juan Carlos's
speech was answered on the same day, Jan. 6, by the Defense
Minister Lieutenant-General Gutierres Mellade.

Mellade has been under strong criticism by neofascist and
Francoist elements within the military which accuse himofbeing
a traitor. However, he has carried out important military reforms
andisin the process of establishing a sound education programfor
the military, which will include an emphasis on *general
culture.” The General's efforts are fully backed by King Juan
Carlos and the Spanish government of Premier Suares.

Below are excerpts of the King's speech followed by
Gutierrez's reply.

... Lassure you, that I fully understand the feelings which move
you. . . . You must also know that, as King of all the Spaniards, [
shall be above concrete options, above temporal passions, and
above partial opinions ... My wish is that all of you serve this na-
tion with the supreme objective of achieving security for the
fatherland, closing up within you personal feelings and personal
opinions. . . . Faith in the command isoncof the fundamental, in-
dispensable bases of discipline in military life. . .. Just as in
war asoldier who acts in the rank-and-file, and who only sees part
of the battle or the situation, does not understand an order and
may judge it with severity, also in peace, a partial and limited vi-
sion can lead to unjust and wrong criticism about an attitude or a
decision.

It is evident that, in times of peace, the moral courage which
complements physical courage is obtained through study and the
perfecting of a culture which is not only military. ... There is the
need to carry out innovations in order to adapt ourselves to the
new times, the new circumstances, the new needs. . ..

The pain is profound and unanimous. But so is our decision.
Because there is no alternative: In no way can the terrorism of a
few prevail over the desire for peace and freedom of a whole na-
tion. ...

Reply of Gutierrez

... We are profoundly wounded, Sir, but with no hesitation
regarding our duty to be firm, convinced that the defense of our
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own coexistence depends on our ability to be calm, of rejecting all
criminal pressure. ... That is the only road. ... The only way to be
anarmy..... The strength of the Army is not itsown strength, but
delegated strength. It is strength which is entrusted to us, but
which we cannot use except in obedience to the wish and will of
those who gave it to us, that is, that Nation, mediated through the
direction and authority of its legitimate government. ... (We ac-
cept this challenge) with full confidence in you, the Supreme
Commander of the Armed Forces; in the government's ini-
tiatives; and in Parliament’slegislativeaction. ... Sir, assoldiers of
Spain, proud of their King . .. we tell you once more: we areat your
service.

Government pledges order

The Spanish Interior Minister, Rodolfo Martin Villa, delivered
the following speech on national TV on Jan. 3. His national ad-
dress followed an emergency cabinet meeting after General Or-
tin Gil, the military governor of Madrid, was assassinated.

... I want to pass on our sincerest condolences to the family of
General Ortin. ... This is another crime to add to the ETA assas-
sinations and because of this I want to tell the Spanish people what
is being done to combat ETA. Today, the necessary and usual
measures and controls were taken. . .. All these measuresare being
used without inhibition. ... The measures that have been taken
have produced important results and nearly 100 people have been
arrested in connection with ETA terrorism and together with the
justice minister it has been decided to transfer these prisoners out
of the Basque country for fear of attack on the prisons in that
region. ... I address myself to the Spanish people, but especially to
the Spanish Basque people. Political measures are an absolute
necessity and they are based on the Constitution.... Let the
government's intentions be clear. The government will
strengthen, and is strengthening, with measures, with personnel
and actions, the state’s security forcesand corps. ... Butlet me also
make clear what the government is not going to do. Itis not going
to grant amnesty. ... and it will not negotiate with ETA. It is not
going to negotiate with ETA because the hands of the govern-
ment. ... cannot be stained with the blood of the ETA assassins.

However, what hastoexistisawill by everyone toputanendto
ETA because either we finish with ETA or the ETA will finish us
and especially the freedoms which we are building laboriously. 1
want to make a special call to those who raise the subject of the
alleged human rights issue whenever the governmentacts and the
state security forces move to implement the government’s orders.
These people are speaking of human rights, but are overlooking
those who are denying all chances to enjoy human rights and the
primary human right, the right to life...

Special Report 55



[ THIS PAGE IS INTENTIONALLY BLANK ]



	Listing of all EIR issues in Volume  6
	Front Cover
	Masthead
	Contents
	This Week
	The Crisis in Iran Spreads
	The Pope and Europe’s Development Diplomacy
	Panel To Set a Competent U.S. Health Policy
	Junta readies Bhutto’s Murder

	U.S. Report
	The Presidency 1980
	Shaping the Century To Come
	Haig, Kennedy: A Rigged Choice
	Carter: ‘A Slow Walk Toward War’
	LaRouche’s Warning on the Carter War Danger
	The Vote Fraud Threat in 1980

	Economics
	EMS Takes On EC Farm Mess
	Europe Begins Gold Remonetization
	Many Questions, Few Answers
	Japan’s Approach to Chinese Trade

	Economic Survey
	What’s Ahead for U.S. Auto
	How Ford Gave the British a Black Eye
	A New Global Framework for Business
	Ford or GM: Two Models For Auto

	Soviet Sector
	Soviet Foreign Policy Debate: Will It Be a Rapallo-ite Détente or ‘Class Struggle’?

	Third World
	Islam Sects Fuel Mideast Chaos
	What Is the Muslim Brotherhood?
	Saudi Arabia: The Next Iran?
	Khomeini’s Friends at Foggy Bottom

	Counterintelligence
	Scandal Brewing over U.S. Bank Buy-Ups

	International
	Carter Resolves On Gas Policy
	On Mexico, Carter Makes an About-Face
	Schlesinger Line Won’t Budge Mexico

	Europe
	The Zionists’ Holocaust Today
	Soviet Justice Minister Rejects Zionists’ Campaign Against B.R.D.
	Strike Wave: Britain Asked For It

	Special Report
	Spain’s Opus Dei
	Basque ETA Terrorists Move To Stop Spain’s Progress


