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Oil hoax and war -. Schlesinger's at it 
agam 

The oi l  h oax of 1 979 - who, why, and how are they 
try ing to p ul l  it  off. Our ENERGY report this week 
b ri ngs you the ful l  s tory: U .S .  attempts to place troops 
in  the M ideast, and why they could lead to war. How the 
spot markets were rigged to d rive up  oil prices. The 
situation in OPEC ,  featuring an I raqi warning that the 
oil  price i ncreases are the result of a "conspiracy" in 
Western and Zionist circles . The U . S .  threat to invade 
Mexico to grab that nation's  oi l  wealth, and the N orth 
American Common Market proposal that l ies behind it, 
including an exclusive interview with the author of the 
c o n t r o v e r s i a l  p l a n ;  E n e rg y  S e c r e t a r y  J a m e s  
Sch lesinger's gas rationing plan,  and where i t  wi l l  lead; 
an d the impact of the oi l  hoax on the nations of the 
E uropean Monetary System . Also in this feature 
pack age: data on O PEC oi l p roduction and production 
capacity , Eu ropean consumption,  and a survey of 
productio n cutback s i n  the U nited States . 
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The Vatican's world 
diplomacy 

This week's S PECIAL REPORT 
takes a look at the important role 
the V atican is p layi ng in world af­
fairs as an advocate o f  industrial 
development . O u r  rep o rt helps 
clarify the reasons why the Vatican 
is such a m ajor aspect of the inter­
nati o n al p o l it ical  a n d  economic 
equation,  with  excerpts from Pope 
Paul  V I ' s  i m portant  Populorum 
Progressio e ncyclic a l ,  a n d  a n  
analysis o f  what Pope John Paul I I  
accomplished a t  the recent CELAM 
I I I  conference i n  Mexico . And a 
feature by European desk chief Vi­
vian Zoakos takes a look at the an­
tidevelopment opposition within the 
Church . 

Antitrust reform 

Sen . Edward Ken nedy has di rected 
prep aration of proposals to reform 
the antitrust laws which spel l bad 
news for U .S .  business and industry. 
Already incorporated into pen ding 
legislation, the proposed reforms 
would  d rastica l l y  penal ize  c o m ­
panies which m a k e  profitable use o f  
tec h n o l o g i c a l  i n n o v a t i o n  a n d  
economies o f  scale  - even i f  the 
public benefits.  Featured in  our 
LA W section,  this report is  one you 
can't afford to miss .  
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British bank takeovers 
stalled 

A few m o nths ago,  it looked as if  
British ban ks ,  led by the H ong 
K ong and Shanghai Banking Cor­
poration,  would find easy  pickings 
in proposed takeovers of several m a­
j or Un ited States '  ba nks .  N ot today. 
T he Brit is h  takeo ver  s pree h as 
boo m eranged into a po litical hot 
potato which now looks to see the 
proud London ban ks hauled before 
Congress to answer charges of in­
volve ment in drug-run ning, ques­
tions on their irregular - by U .S .  
standards - book keeping practices ,  
an d accusations that they are at­
tem pt ing a power grab over the U . S . 
c r e d i t  m a r k e t s .  I n  o u r  
EC O N O M I CS s ecti on , together 
with a report on efforts to drive up 
international interest  rates , a look at 
some unorthodox corporate prac­
tices by Lazard Freres, and a trade 
shocker by mainland China.  

COMING NEXT WEEK 

A preview o f  o u r  forthco m i ng 
Negentropy I n dex, a new approach 
to meas uring economic growth, ap­
plied to recent tren ds in the U ni ted 
States . I f  you've accepted G N P  
fig ures as an accurate reflection of 
w h a t 's b e e n  h a p p e n i n g  to t h e  
economy,  you' l l  b e  s hocked . Plus, 
an eco n o m i c  s u rvey of  Turkey,  
focusing on the Turk is h  govern­
men t's res istance to the I n ter­
national M onetary Fund.  
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Rhodesi a e n forces g e noc ide 
Southern Africa to be 'th ird front' in  surrogate warfare 

The R ho de s i a n  b o m bi ng r a i d  
against Soviet-al l ied Angola Feb. 26 
has placed the Brit ish cl ient-s tate in 
the fore of a wave of warfare and 
destabi lizations in southern A frica 
which bodes to make that region the 
Anglo-American "third front" in 
the B r i t, i s h - l e d  c a m p a i g n  o f  
surrogate warfare aga inst the Sov iet 
Union and the nations of the Euro­
pean Monetary System. That cam­
paign al ready includes the Chinese 
invasion of V ietnam and the drive 
for a " Middle East Treaty Organiza­
tion" to shut o ff Soviet contacts in 
the Near East and submit Europe 
an d Japan to oi l blackmail. 

Even more than in  Asia or the 
Middle East, the British cam paign 
in  Africa underscores the genocidal 
character of the economic  and  
pol itical structure of  the  system the 
British are struggl ing to preserve. 
Cholera exists on a significant level 
in 1 5  African countr ies, and yel low 
fever i n  six. Famine has struck i n  
eastern Zaire - in the  center of  
British-sponsored mi l itary acti vi ty 
on the conti nent - along with a 
cholera epidemic and kawshkiokor. 

Fueled by an influx of European 
mercenaries, the growing warfare in 
southern Africa th reatens to destroy 
wh at i n d us tr i a l  an d s o c i a l  i n­
frastructure does exist to serve the 
needs of the majority b lack popula­
tion of the region,  and to create 
pol i t ica l  destab i l izat ions  which 
could paralyze both long- and short­
term efforts to solve the area's  
p r o b l e m s  of p o v e r ty a n d  
backwardness. 

Marcher Lord 
Rhodesia is London's marcher lord 
fo r the sou the rn  A fr i c a  c h a o s  
scenario. 

Ma rch 6 - March 1 2, 1 979 

S ince the  dec i s ion  taken  by  
Brit ish Foreign Secretary David 
Owen and U.S. Secretary o f  State 
Cyrus Vance not to pressure R hode­
sian Prime M in ister Ian Smith to 
negotiate with the Patriotic Front,  
the l iberat ion group leading the 
fight for Rhodesian independence, 
the Smith government has mobi l ized 
the entire populat ion (up to age 60) 
for m i l itary service. 

As well ,  sign i ficant numbers of 
mercenaries recruited in  Europe are 
being used for three operations 
based in  Rhodesia, according to the 
Feb. 2 1  issue of the French- language 
newsweekly,  Jeune Afrique . 

Some mercenaries serve directly 
i n the Rhodesian army, while others 
form the officer corps for the private 
armies of two of the African partici­
pants in Smith's  " internal solut ion" 
g o ve r n m e n t , B i s h o p  A b e l 
M uzorewa and Rev. Ndabaningi 
Sithole. In  addition ,  mercenaries are 
training an ti-government dissidents 
from neighboring Mozambique who 
were welcomed to Rhodes ia  by 
Smith when M ozambique received 
indepen dence from Portugal  in 
1 9 75. 

Rhodes ia ' s  con ti n u ing  ra ids  
against M ozambique and Zambia,  
and the first against Angola (which 
shares no common border with 
Rhodesia) ,  threaten to wreck the 
United Nations'  plan for granting 
an i nternationally acceptable in­
dependence to A ngola's neighbor 
Namibia. Besides exacerbating the 
s ituati on within the region,  b lock ing 
N am ibian i ndepen dence has sign ifi­
cant international i mp lications. The 
South A fricans wo uld be expected 
to bui ld up their mi l itary presence in 
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Namibia and i nc rease pressure on  
Sov iet-a l l ied A ngola .  

UN Secretary General  K urt 
Waldheim i s  ask ing South A frica 
and SWAPO,  the N am ibian l ibera­
tion o rgan izat ion,  to agree to a 
ceasefire by March 1 5 ,  as the first 
step toward implementi ng the UN 
p lan ,  but  there remain serious dif­
ferences between the two respecting 
the i nterpretation of the ceasefire 
agreement. 

Any f1areup of South Africa­
Angola warfare would guarantee 
that the critical Benguela rai l road 
through Angola to Zaire and Zam­
bi a would remain closed, denying 
t h o se two land locked co un tr ies  
access to the sea. Another l ink 
threatened i s  the rai lway through 
Rhodesia to South African ports , 
over which copper (the main  export 
of these two countries) is exported , 
and vital goods are imported. This  
r oute w a s  t h e  ta rge t  o f  w h a t  
R h o d e s i a  ca l l ed "g u e r r i l l a" 
sabotage last weekend .  

Tanzania-Uganda conflict 
M ercenaries are also reportedly in­
volved i n  the conflict between Tan­
zan ia  and Ugan da ,  w hich a l so  
threatens supply routes i nto Central 
Africa. Ugandan President Amin 
has  c h a rged  that  m er ce n a ri es 
recrui ted by the CIA from anti­
Castro Cuban networks, as wel l as 
68 Israeli pi lots ,  are i nvolved in 
operations against him .  On Feb. 1 5 ,  
according t o  the French dai ly Le 
Figaro, 48 mercenaries were arrested 
by Zaire auth orities as they at­
tempted to enter the country from 
Rwanda. 

-Douglas DeGroot 
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don backed radi cals  are invo lved in 
an effort to block the renewal of  
I ranian oi l exports at  a l l  costs. 

Sc hles i n g e r  pushes pla n 
for cutbacks o n  lEA 

According to the Paris daily Le 
Monde this  week, the same environ­
mentalist-zero growth crew that 
supported Ayatollah Khomeini  in 
Paris are now backing the demands 
of ultra�radical oil workers in  Iran , 
which are the prime obstacle to 
renewing oil exports. Thi s  circle i n­
cludes Pierre Vigier, who ran the 
1 968 French student str ikes, and the 
Br i t i sh  based Bertrand R u ssel l 
Peace Foundation. This antitech­
nology thinktank i s  k nown to advi se 
t h e  U n i t e d  Ki n gdo m e n e r g y  
min ister Wedgewood Benn. M ore­
over the London Guardian reports 
that Bertrand Russel l 's  former per­
sonal secretary Ralph Schoenman is 
presently spending a lot of  time in 
Iran. If I ran fai l s  to come back on 
stream with exports we can expect a 

President Carter has cal led on the 
In t e r n a t i o n a l  E n e r g y  A g e n c y  
meeting i n  Paris th i s  week t o  impose 
a net reduction in energy consump­
tion of 3 to 5 percen t on i ts member 
nations. Just how com mitted the 
Carter Admin istration  is  to imple­
menting energy austerity at home 
and abroad was indicated by late 
repo rts from a Department  of 
Energy source fol lowing the Presi­
dent's cal l. According to the source, 
A ss i s t a n t  T re a s u r y  S e c r etar y 
Richard Cooper met on  Feb. 27 in 
Washij1gton,  D.C. with West Ger­
man Economics M in ister Lam bs­
dorff to plan a strategy for pushing 
the energy reduction pol icy through 
the l EA meeting. From their con­
ference,  the source reported, Lambs­
dorff telegraphed directly to the 
West German delegation at the 
energy m eeti ng , and o rdered West 
German compliance with the U.S. 
austerity strategy. 

S ince even U.S. Energy Czar 
Sch lesinger admits that there i s  no 
actual shortage of energy inter­
national ly,  the Lambsdorff-Cooper 
scheming ,  and Carter's cal l ,  can best 
be eva luated as the most egregious 
attempt to date to legit imize the re­
cent med ia "energy cris is" scare. 
Sch l e s i nger  c r o n y  C o o p e r  a n d  
Lambsdorff - wh o i s  funct ioning as 
a saboteur of his own government's 
domestic and foreign pol icy - are 
ang li ng to  acco mpl ish a vital step i n 
London's plan to regiment al l  ad­
vanced sector economies around a 
war-t ime energy austeri ty and dein­
dustrialization program. 

Iran and the oil crisis 
U.S. busi ness and industry should 
know the facts on how London i s  
using i t s  o i l  weapon against the 
world economy. 

The pivot of their scheming i s  

6 Th i s Week 

post-Shah Iran ,  where the oil fields,  
which once produced 6 m i l l i on  
barrels per day for world markets, 
remain shut down. 

If Iran began to export even 2 
mi l l ion barrels a day of o i l ,  the oi l  
pr ic ing bubble b lown up by the Lon­
don economic warriors who control 
Roya l  Dutch  She l l  and' Br i t i sh  
Petroleum would  be b urst. Without 
the o i l  pric ing bubble Schlesinger 
and London would have a hard t ime 
convin<;ing the world that an energy 
crisis exists. Hence a crew of Lon-

Tu rkey's Ecevit i n  f i ght 
a u ste r ity ve rsu s  IMF 

An i ntern at ional power struggle has 
broken out i nto the open over the 
future of Turkey. On the one side is 
Great Bri tain ,  whose government, 
with the fu l l  compl icity of the Carter 
Admin istration ,  has given the go­
ahead for toppl ing the reg ime of 
Turk i sh Pr ime  M i n i ster Bu l en t  
Ecevit. On the  other s ide  are France 
and West Germany, whose leaders 
have committed themselves against 
Britain ' s  coup plans. 

The issue at hand is Ecevi t 's out­
spoken opposit ion to the In ter­
natio nal Monetary Fund and his  
refusal to adopt its demands for 
austerity and currency deva luation. 
Ecevit ,  with the back ing of France 
and West Germany, i s  seeki ng so lu­
t ions for Turkey 'S economic dif­
ficult ies i n  the context o f  the new 
European M onetary System. Accor­
ding to the Turkish press, Ecevi t is 
in the process of  work ing out a con-
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sorti um arrangement with Libya, 
Iraq ,  and Saudi A rabia, whereby 
these co untries wi l l  finance Turkey's 
imports and development projects. 

I n turning to the Arabs for aid, 
Ecevit i s  mak ing it known that an 
o ffer of emergency aid by the  
O r g a n i z a t i o n  fo r E c o n o m i c  
C o o p e r a t i o n  a n d  Deve l o p m e n t  
(OECD) i s  "categorically rejected" 
as long as the OECD insists that 
Turkey comply with the I M F  as a 
con diti on for tile release of monies. 
Last week , Ecevit postponed a trip 
to  Tu rk ey by OECD Secretary 
General Emile Van Lennep unti l  
such t ime as the OECD changes i ts  
l ine. Ecevit a lso announced that he 
h as no i ntent ion whatsoever o f  
devaluating the Turkish l ira, and  at­
t a c k ed  L o n d o n  by n a m e  fo r 
spreading fa lse rumors claiming that 
Turkey had agreed to devalue. 
contin ued upward trend in prices 

Ma rch 6 - Ma rch 1 2, 1 979 



and a possible O PE C  price hike at 
the cartel 's March 26 meeting . 

The countermoves 
The Saudi Arabians, French, and 
W es t  G e r m a n s  r ec o g n i z e  t h e  
economic disaster London's war 
measures energy cutbacks would 
represent, the most important being 
the d e ra i l i ng  of t he E u r o p e a n  
M o n et a r y  S y s t e m ' s  e ffo r t  t o  
reorganize world trade and cred it 
markets . Saudi  Arabian Sheik h 
Yamani is currently in Bonn to 
discuss with business and govern­
ment  leaders  the prospects  o f  
holding a producer-consumer con­
ference to i ron out the problems of 
world energy. French Presi dent 
Giscard d' Estaing h as al ready begun 
organizing such a conference . 

French radio last week denoun­
ced Schlesinger for using the l EA as 
a tool  in his austerity drive, and 
reports from Germany indicate th at 
Yamani is being well received by 
busi ness and govern ment leaders.  

In a statement released from 
Baghdad Feb. 27, Iraqi oil  minister 
Karim slammed the idea of an 
OPEC price hike as detrimental to 
the creation of "a new world econ­
omic order capable of guaranteeing 
stability .  For more of K arim's state­
ment see ENE RG Y .  

March 6 - March 1 2, 1979 

represents 

Mexico PRI celebration 

LaRouche USLP 
• 

In 

Lyn don H .  LaRouche, Jr . ,  chair­
man of the U . S .  Labor Party and 
contributing editor to the Executive 
Intelligence Review, is representing 
the U .S .  Labor Party at the 50th an­
ni versary celebrations of M exico's 
ruling Partido Revolucionario In­
stitucional (PRI)  that began M arch 
I in  Mexico City . Acco mpanying 
L a R o u c he i n  t h e  L a b o r  Party  
d e l eg a t i o n are  H e l g a  Z e p p  
LaRouche, chairman of the Euro­
pean Labor Party (ELP) in West 
Germany and Executive Intelligence 
Review editor-i n-chief, Fernando 
Quijano.  

Leaders of over 1 00 pol itical par­
ties from around the world have 
been invited to the four-day long 
golden anniversary celebrations, to 
feature tours of historic sites in and 
around Mexico City ,  and a recep­
tion held by Mexican President Jose 
Lopez Porti l lo.  Among the pol itical 
pa rt ies  represented w i l l  be the 
Republ ican Party (PR) of French 
President Giscard d'Estaing, who 
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arrived in  Mexico o n  Feb . 28 for an 
official state visit; the ruling Social 
Democratic Party o f  West Ger­
many;  and the Union for French 
Dem oc ra cy ( U D F) coal i t ion of 
Fren ch Foreign Trade M i ni ster 
Deniau.  

The Partido Revolucionario In­
stitucional has been the governing 
party in Mexico since it was founded 
- a s  t h e P a r t i d o  N ac i o n a l  
Revo lucion ario - in 1 928 by Presi­
dent Plutarco E l ias Cal les as a m ass 
i nstitution to defend the gains of the 
just-fought for Mexican Revolution .  
During the  presidency of Lazaro 
Cardenas in  the 1 930s, the party, 
renamed the Partido de la Revolu­
cion Mexicana, was the key instru­
ment in mobiliz ing the Mexican 
population in defense of govern­
ment's n ationaliz ation of American 
and B ri ti sh-owned oil  companies, 
and initiating a far-reaching pro­
gram of agrarian reform. The party 
has been known as the Partido 
Revo lucionario Institucional .  

This  Week 7 



Anglo-Zionist plan to control world oil flows 

-- Prospective participants in 

O 
Anglo-American police mechanism. 

- Control points 

British economic warfare plans against Europe and Japan include a proposed, semi-formal association of pro-Western Middle East states, 
assembled under the aegis of Israel. which would be able to exercise significant control over the flow of oil exports from Middle Eastern coun­
tries. Members of the informal association, Morocco, Egypt, Sudan, North Yemen, Oman and Israel, would exercise direct control of oil sup­
plies at strategic points on oil shipment routes (circled). Additionally, they could pose a significant military blackmail threat to less malleable 
producers Algeria, libya, and Saudi Arabia. Renewed efforts to conclude the Camp David peace talks are tied to the plan. 
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Saudi Arabia's Defense M i ni ster Prince Sultan announ­
ced Feb. 28 ,  fol lowing an emergency cabinet meeting , 
that his country ' s  armed forces had been placed on alert, 
al l  leaves cancel led, and officers ordered to report to 
their com mands. 

The mi l itary alert called by the world's largest o i l  ex­
porter fol lowed threats from Defense Secretary Harold 
Brown , Energy Secretary James  Sch les inger ,  and 
Senator Henry Jackson (D-Wash.) that the  U.S. p lans to 
use American armed forces to "protect our vital in­
terests" in the Persian Gulf  by establ ishing a permanent 
"mi l itary presence" there. At the same time, Secretary 
of State Cyrus Vance,  meeting in secret at Camp David 
wi th Israel and Egypt, put the finish ing to uches on  an 
"I srael i-Egyptian axis" fo r surrogate warfare against 
OPEC,  with Iraq, Saudi Arabi a, and Libya the prime 
targets. 

The threat of Persian Gulf war, exacerbated by the 
British- I sraeli destabi l ization of  I ran,  is the leading edge 
of plans made operational by the City of London and 
NA TO for a worldwide oil crisis aimed at destroyi ng the 
peace-th rough-development strategy of France and 
West Germany. I t  co incides with circulation of overt 
threats to invade Mexico for oil, and the gearing up of a 
mi l i tary economy in the Un i ted States under the pretext 
of an "oil shortage." 

Together with the overt Anglo-American support for 
the Chinese invasion of Vietnam,  the threat of an oi l  em­
ba rgo and U.S. mi li tary bui ld-up in the M iddle East 
con fronts the Soviet Union with a strategic threat of ma­
jor proportions - a situati on in which the dangerous  
Schlesinger ,  who was fired as U.S. Defense Secretary in  
1 975 for proposi ng to  play nuclear "chicken" wi th the 
Soviets, i s  playi ng an up-front ro le in both the Asian and 
Middle Eastern crisis theaters, in addition to being an 
archi tect of the provocative U.S. pol icy toward Mexico. 
I f sustained ,  the Anglo-American escalation in the M id­
dle East co uld confront Moscow with a combination 

that wi l l  force them to launch World War III  to protect 
their vital interests .  

I n  the eyes of lunatic London and al lied pol icy­
makers, the dual oil cris is and war threat is  seen as 
neatly solving an array of "geopol i tical problems" -
just as the 1 973-74 oi l  hoax was used to wreck emerging 
i nternational industrial  development plans. Region by 
region,  the summary picture i s  as fol lows: 

Middle East:  A nglo-Amer ican policy centers around 
two efforts: an  Egypt- I sraeli axis - the purpose of the 

Crane: Brown, Schlesinger 
may provoke a war 

Rep. Ph i l l ip  Crane ( R-I I I.) lashed out  at Energy 
Secretary Schlesi nger and Defense Secretary 
Harold Brown for their proposals to intervene 
mi l i tari ly in the Middle East in a speech in Atlan ta 
this week. The Feb. 25 Atlanta Journal reported as 
fo l lows:  
Republ ican President ia l  hopeful  Phi l  Crane said 
that ta lk o f  armed intervention to protect M i dd le 
East o i l  suppl ies is "appal l ing" and could lead to a 
confrontation with the Soviet Un ion. Crane 
harshly crit icized comments by Defen se Secretary 
H aro ld  Brown and  Energy Secretary James 
Schles inger about the use of American mi l itary 
force to protect oi l in the M iddle East. Crane then 
said,  "I th ink the concept is appal l ing and i s  of 
their own m ak ing. I can't imagine any American 
who would l i ke to see a son, husband or father 
sent over to protect the o i l  supplies. There exists 
the poss ib i l ity of the head-on confrontation with 
the  Soviet U nion if  th is pol icy is carried out." 
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renewed Camp David negotiations - and a spreading 
destabilization from Iran .  The ultimate goal i s  the 
break-up of OPEC and the establi shment of a Middle 
East Treaty Organization (METO) whose nucleus will 
be Israel and Egypt, and which is projected to include 
the Sudan, Morocco, Yemen, and Oman as well . METO 
and the threat of Iran-style destabilizations are to serve 
as clubs, to keep powers such as Saudi Arabia and Iraq, 
which are orien ted toward developmen t-project 
cooperation with both Europe and Third World coun­
tries, in line. 

Europe and Japan: Dependent on outside sources for 
their oil, Europe and Japan are particularly vulnerable 
to oil blackmail. The London gameplan is to jack up the 
price of oil to the $20 per barrel range, which would 
wreck plans for European M onetary System-centered 
i ndustrial development, and to use energy austerity as a 
battering ram to force the NATO countries onto a war 
confrontation course with the Soviet Union. 

The Western Hemisphere: Using the "oil shortage" as a 

The calls for u.s. 
troops in Mideast 

On Sunday, Feb. 25, U. S. Defense Secretary Harold 
Brown on CBS's Face the Nation , and Energy Secretary 
James Schlesinger on NBC's Meet the Press, declared 
that the Carter Administration is planning the use of 
military force in the Middle East.  Both men referred to 

"protection of the oil flow" as a matter of "vital u.s. 
interest. " "We will take any action that is appropriate, 
including military force," said Brown , who also said that if 
the Soviet Union honored its commitment to Vietnam and 
intervened in Southeast Asia, the situation could "get out 
of hand. " 

In fact, as Senator Henry Jackson revealed to a Feb. 
24 audience at George Washington University, the 
projected American military deployment to the Mideast is 
overtly antiSoviet in nature . .. The fact is that we have been 
witnessing for some time an effort by the Soviets, through 
the use of proxies and surrogates, to encircle the oil­
producing countries on which the West depends. It is time 
to stop repeating the silly cliche that we cannot be the 
world's policeman and to begin to think about our future in 
a world without a cop on the corner. Saudi Arabia, like 
Iran before it, is in danger of being encircled by friends of 
the Soviet Union. The danger that the Soviets and their 
friends will gain control over the 9 million barrels of oil 
that the Saudis ship daily to the United States and its 
allies is real and growing. " 

pretext, the Carter Administration is threatening 
mili tary intervention into oil-rich Mexico, a leading 
developing sector force for industrial development, to 
force Mexico to abandon its industrialization plans and 
to incorporate Mexico's oil into' its "strategic reserve. "  
Venezuela i s  similarly targeted. 

United States: With London control of the Carter 
Adm inistration, the United States is being again subjec­
ted to the 1 977 Schlesinger fascist austerity program, 
which was previo usly rejected by the Congress. The 
essence of this program, as epitom ized by the renewed 
calls for the ENCONO program in the Northeastern 
states, is the deindustri alization of the U.S. 

In the following series of reports, Executive In­
telligence Review explains just how the latest oil hoax is 
being perpetrated, and we review i ts potential and real 
i mpact in OPEC, in North America, in the United 
States, and on the industrialized nations of Europe and 
Asia, to assess the chances that the new oil hoax 
scenario might actually succeed . 

An appropriate introduction to James Schlesinger's way 
of enunciating the same policy is his" Meet the Press" 
appearance. The following are excerpts. 

The United States has vital interests in the Persian Gulf. 
The United States m ust move in such a way that it pro­
tects those interests, even if that involves the use of mili­
tary strength or of military presence .  

I think the President indicated in h i s  speech a t  Geor­
gia Tech recently that the United States m ust intensify 
its efforts to bring stability to the area to ensure the sta­
bility and the independence of the states in that area . 
That is of vital i mportance to the United States . . . .  

The President has stated, I think repeatedly, that we 
must live up to our commitments even to the extent that 
will require the use of military strength.' Th'e United 
States has substantial influence in the area and we 
should seek to maintain that influence because it is in 
our vital interests to do so .... 

Secretary Brown was recently in the area and he had 
extended discussions with regard to the future of the 
United States' role in that area, and the relationships be­
tween the moderate co untries of that area and the Un­
ited States. I think that that is a start . . . .  

I think that the point ... is  that the United States has 
a vital interest in the area, that we have been prepared to 
discuss the question of a military presence in the area 
with the states involved. 

As yet, however, it would be inappropriate to com­
ment further, save to underscore what the President said 
at Georgia Tech, that we will live up to our comm it­
ments, even if it requires the employment of military 
strength .... 
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The 1979 oi l  hoax began with the shutdown of  I ran ian 
oi l  exports Dec' . 27, and subsequent manipulat ion of the 
open market; known as  t he spot market, where over-the­
co un ter petro leum transact ions are conducted , which 
has gone wi ld  i n  the open ing mon ths  of this  year .  Of 
co urse , from a technica l  standpoint one could argue that 
when the world o i l  market suffers a shortfa l l  of  5 mi l l ion  
barrels a day (mbd) ,  the  amount  I ran  was  expor ting ,  
then t ight  supply and high dem an d  during the winter 
peak consumption season wi l l  force pr ices up . Whi le  th is  
is true as  far as i t  goes ,  there is more to the current 
m a r k e t s i t ua t i o n  t h a n  m ee t s  the o i l  i n d u s t ry 
tech nocrat ' s  eye . 

As in ea rly 1974, th is  current energ y  shortfa l l  and 
pricing spiral  was rigge d .  Once the parameters of a 
cred ib le-if un real-demand cris is are estab l ished,  
e i ther wi th a wa r as in  1973, or with a ful l  cutoff of  ex­
ports as today , then the envi ronment  is set for a panic ,  
one which is  manipu lated by industry rumor-mongering 
and ,  m ore, il11port� nt ly ,  the press .  

Fromj ,i�y!: ;�!Iffi� r ing of the  I ran ian cri s is  to the 
rigging of the . s p o t  markets and then to the beh avior of 
U .S .  E n!;f rg y  S ecretary Sch lesi nger, there has been one 
di sc rete,' b eh ind-the-scenes c l ique of economic warriors 
cal li ng t he. sh ots . This  is an in ternational co ld war 
gro upin g  ass ocia te d  i nt imately with the A spen I n st itute,  
a long  w i th L o n d o n ' s  I n terna t iona l  I ns t i tu te for 
Strateg iC .. S t ud ies which controls James Sch lesi nger and 
th e Zion ist 'l ob by .  Royal  Dutch Shel l and Brit ish 
P etrolel!m with, key oi l  trad ing firm s  such as P h i l ipp 
Brother� are ,t h e, in st i tut ions through which the current 
so-called energycfi s is  was engineered . 

The end g oal of  rigging a supply squeeze and a 
pricing bubble i s  to fo rce through emergency energy 
legis lat ion '. n ' th e  in dustrial  nat ions leadi ng toward 
supra nationa l  cp ni rol of energy,  Domestical ly ,  th i s  
w ould be comp arable to the Ken nedy-Ch urch proposal 
fo r a federal o i l di stribut ing agency to rep lace the multi-

nationa l s .  Oi l  i s  being used as a po l i t ical  weapon by a 
handful  of powerfu l  i ndiv iduals  to gain control over the 
world economy no m atter what i t  takes .  

How it was rigged 
Since December, the o i l  pricing and s�pp ly di srupt ions 
have unfo lded l ike  a computer pr intout whi le  the inter­
nat ional  press fueled the pan ic  feedin g' into the mush­
rooming cri s i s .  H ere i s  how i t  was manipulated and how 
the manipu lators worked . 
Step One: As a result  of  I ran ' s  pol i t ical upheavals ,  i ts 5 
to 6 mbd exports, the second largest i n  the world ,  ha l ted . 
Immediately, the media began scare stories of an impen­
ding o i l  cri s i s ,  despite the fact that  the Saudis had raised 
prod uction ,  as d id  the I raqis ,  to help compens ate for the 
I ran ian cutback .  M oreover, i t  i s  widely known that state 
stockpi les of major consuming nat ions, p lus  oil company 
inventories co uld adequately make up for the estimated 
2 mbd global  shorfal l  of  oil for sever a l  'm onths .  

The press a l so fai led to report that British and I sraeli 
i n te l l igence networks ,  their left ist a ll ies associated with 
networks l i nked to French existent ia l i s t  Jean-Paul Sar­
tre, and the Transactional  I n st i tute had had a major role 
i n  rigging the I ranian crisis and the accompanying oil 
shutdown . This i n  part was mediated through both 
Royal Dutch Shel l and British Petroleum,  who con­
trol led the oi l  consort ium that  marketed I ran ian crude . 
T he co rporate contro l lers of these two o i l  g iants were 
wi l l i ng to take the loss of Iran ian o i l  sales if their 
strategic designs co u ld  be met through a rigged oi l  cri s i s .  
The Iran ian upheava l ,  therefore, was calcu lated to  
t rigger an  o i l  cr i s i s  which would serve London's  
strategic designs .  
Step Two: I n  the  second week of  Jan uary ,  reports began 
to surface that the oil sold on the spot markets (though 
i t  on ly incl udes 5 perc ent  of  world o i l  transac t ions ,  the 
spot market tends to set long-term trends) was sel l ing 
for far h igher prices than O PEC's po sted price due to 
the i ncreased sp eCUlat ion . The Petroleum Intelligence 
Weekly reported that  the producers of North Sea o i l  
were i nvolved in  tr iggeri ng a spec u lativ e  price spiral  
(Bri t i sh  Petroleum and Royal Dutch Shel l control ha l f  
of North  Sea o i l . )  By the  end of January ,  the  o i l  com­
pan ies , wh ich had marketed Iranian cr ude, began to cut 
back on shipments of oi l  to al l thei r  .c ustomers .  

As a res ult ,  many companies began ,going to the spot 
market to buy addit iona l  o i l ,  furth er feed ing the in ­
t lati onary pri ci ng pattern . At  that t ime ,  the prices were 
quoted as r is ing to over 50 percent the val ue of OPEC's 
crude pr ices . M any of the smal ler U . S .  refiners began to 
co mplain th at they co uld not affo rd to purcha se crude 
to make up fo r the net shortfa l l  of o, i l  due to the oil com­
p any crude del ivery cutbacks ,  known �s f or ce maj eurs,  
wh ich had by t hat  ti me been impose d .  According to the 
Wall Street Journal th is week ,  many of  the m� or oil 
companies in  the U . S .  have now refu sed to buy ad­
dit iona l  crude from the spot market s  because of the high 
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prices-which is leading towards a reduction in gasoline 
distribution in the V.S. 

This has prompted an array of stringent conserva­
tion measures from the Carter Administration including 
asking for emergency powers to deal with the crisis. 

According to a New York oil analyst, it was pressure 
fro m both British Petroleum and Shell, applied through 
Schlesinger's office, which forced the big V.S. m ul­
tinationals to share the shortfall of crude oil supplies on 
a global scale with British Petroleum and Shell. As a 
result, the V.S. is experiencing a cutback in consump­
tion of 5 percent instead of 2 . 5  which would have been 
the case had the sharing agreement not been accepted 
here. 

Enter Philipp Brothers 
Step Three: By early February, numerous press sources 
began to leak the fact that Royal D utch Shell and 
British Petroleum were making a speculative killing off 
the spot markets. What the press did not report was that 
as early as October 1 978,  Shell had completed a com­
puterized study of all available company inventories 
going into the first quarter of 1 979, an indication that 
Shell was gearing up for market manipulation through 
the use of its vast inventories which could be selectively 
dumped on the spot market at skyrocketing prices. Even 
the head of the International Energy Agency, Vlf 
Lantzke, publicly fingered these two London-controlled 
companies as the key profiteers. 

Shortly thereafter, two small items appeared in the 
French journals Les Echos and L' Express identifying 

Philipp Brothers as having cornered the Rotterdam 
heating oil market. The week before, badly needed 
heating oil was reported to have been selling in the Rot­
terdam spot markets at a 1 00 percent price increase. 
This left German vendors who had been hit by refining 
cutbacks of fuel oil no other option but to buy at these 
prices. Philipp Brothers has also been named as a major 
factor in driving up spot crude prices. 

The powerful role that Philipp Brothers has played 
in rigging the speculative pricing bubble escaped every 
page of the V.S. press, even though. such' a prominent 
American financier as Felix Rohatyn, a planner of New 
York City's austerity-enforcing Emergency Financial 
Control Board, is on the board of Philipp Brothers. 
Rohatyn, by no coincidence, is also the author of the 
proposal for the Energy Corporation of the Northeast, a 
regional adjunct of the proposed North American Com­
mon Market scheme to clamp regional controls on both 
the V.S. and Mexican economies. This plan is based on 
raising oil prices and destroying OPEC: This week the 
seven Northeast governors met to resubmit legislation 
to Congress creating a Northeast energy corporation to 
enforce conservation and energy independence. 

Philipp Brothers is also closely associated with the 
London-allied Lazard Freres financial house and is an 
affiliate of the raw material trading firm Englehard 
Minerals, which is partially owned by South African 
diamond and gold magnate, Harry Oppenheimer. In 
turn, there are direct corporate connections via Lazard 
from Philipp Brothers to Royal Dutch Shell. 

-Judith Wyer 

Increase in spot market oil prices 

East of Suez markets - Sept. 1978-Feb. 1979 

Product type 

Premium gas* 

Regular gas* 

Jet kerosene* 

Fuel oil (3.5% sulphur)* * 

Premium gas* 

Regular gas* 

Jet kerosene * 

Fuel oil (3.5% sulphur)** 

'Cents per gallon 

•• Dollars per barrel 

Sept.78 

46.5 

44.0 

41.2 

9.64 

46.5 

44.0 

41.2 

10.39 

Oct.'78 

46.7 

44.2 

41.6 

9.49 

46.7 

44.2 

41.6 

10.50 

Dec.'78 

47.0 

45.2 

44.5 

10.09 

47.7 

45.2 

44.0 

11.15 

Jan.'79 

51.5 

49.0 

50.0 

10.25 

52.0 

49.5 

50.0 

11.60 

Representative spot prices - source: Petroleum Intelligence Weekly 

12 E n e rgy EXEC UTIVE I NTE lL IGE N C E  REVIEW 

Feb.'79 

53.5 

51.0 

65.0 

12.35 

59.0 

56.5 

61.5 

13.25 
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Iraq, Saudis reject price hikes 
The follo wing is an A gence France Presse release of 
Feb. 27 reporting a speech delivered in Baghdad. 
Iraq by Iraqi Oil Minister Tayeh A bdel Karim. 

I raq i  Oi l  M in i ster Tayeh Abdel K arim rejected the 
current effort to increase o i l  prices and warned 
that such efforts would be u sed to foster "plots 
against the sovereignty" of O PEC countr ies, a 
reference to rec en t  statements m ade by U.S. 
Secretary of Defense H arold Brown and Energy 
Secretary Sch lesi nger. 

I n ter na tional imperia l ism and Z ion ism wi l l  not  
hesitate t o, exp lo i t  these pr ice increases to inci te 
world opin ion against  the producing countri es and 
to p lot  a ga i nst  the sovereignty of  these states . . .  

H e  i nv it ed the govern ments of  the o i l  impor­
t ing countries to con trol the price of crude by 
prevent ing the oil companies from monopol iz ing 
the market ,  and to do th is in t he i nterest of  the 
co nsumers themselves. These companies,  he ad­
ded, make enormous profits  a t  the expense of both 
the prod ucers and the co nsumers . . .  

He al so inv ited the industria l ized countries to 
ser iously cooperate with the member states of 
O PEC and the developing countries in view of 
creating a new wor ld economic order capable  of  
guaranteeing stab i l ity in t he econ omic ,  monetary 
and oi l  re lations  between these coun tries. The 
estab l ishment of such relat ions requires respect for 
the po l i ti ca l  and eco nomic i ndependence of peo­
p les and their right to develop their n at ural 
resources. 

'The Price Increase is Temporary' 

Speakingfrom.London. Feb. 26. Sa/Jdi A rabian Oil 
Minister Sheikh Zaki Yamani addressed the pricing 
issue within O PEC as follows: 

Some member countries feel  that  the o i l  com­
panies are reaH y  mak ing a windfa l l  profi t ,  and that  
they have t<:> take part of that  profit  back to their 
treasuries . . .  So I do expect some sort of a tem­
porary i ncrease, smal l  i n  size, by some member 
countries. 

[ These ind iy idual  price h ikes] wi l l  never be in ­
corporated in  t he price structure as i t  was  decided 
by OPEC in Abu Dhabi last December. 

[ On U.S. D efense Secretary H arold Brown's  
statemen t that the U.S. would  use  "mi l itary force" 
to protect the .f low of oil from the M iddle East:] 
Our pol icy i s  that we don't want a ny m i l itary 
assurances in o. ur area. 

� � 

The d ramatic i ncrease i n  spot market o i l  prices has 
touched off a scramble with in the Organization of 
Petro leum Export ing Countries (OPEC )  which has  seen 
some members o f  the cartel demanding a h ike  in o i l  
prices above those  a l ready se t  for 1979, whi le  others at­
tempt to ho ld  the l i ne. The scramb le is being en­
co uraged by the same Anglo- Du tch  forces who are 
orchestrating the oil shortage, both to encourage the 
d ivi sions  with in the organ izat ion (if O PEC splits up, 
they assume they w i l l  have a free hand to manipu late o i l  
prices at wi l l )  and as a check on forces wi th in  the o i l­
producing communi ty which are opposed to the hoax 
scen ario and are attempting to counter it. 

Notable in the l atter camp are Saudi  Arabia and 
I raq. Saudi  A rabian Oi l  M i ni ster Za k i  Yamani and h is 
I raq i  counterpart Tayeh Abdel  K ar im both vo iced 
strong opposit ion th i s  week to those OPEC members 
bent on  rais ing prices, and K ar im went further, b laming 
the p ri ce h ikes  on  an i n ternat iona l  conspi racy of " im­
peria l i sm and Z ion ism" designed to bl ock cooperat ion 
between OPEC and the industr ia l ized We st. 

OPEC countries which have raised p ri ces from 5 to 
9.5 percent  - for varyi ng reasons among which man i­
pulat ion of the spot markets by the o i l  mul t i s  has been 
the m ajor  factor - incl ude K uwait ,  Libya, Abu Dhabi ,  
Q atar ,  and Venezuela. 

Manipulating OPEC 
N umerous i ns ide sources who are wi tt ingly or other­
wise involved in the efforts to force an oi l  price rise are 
pedd l ing the scenario that  if the O PEC nat ions con­
t inue to act heteronomical ly regard ing i ndiv idual 
pricing pol icy , the so l id i ty o f t he cartel wi l l  dissolve. One 
N ew York ana lyst c la imed, "the producers w i l l  j ust keep 
b idd ing up prices against  one another and pretty soon it 
wil l  become clear that you don't need a cartel to sel l  oi l  
at h igh  prices, after a l l  aren ' t  h igh  p rices what a cartel i s  
fo r?" 
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Saudi Arabia is the chief target of this pncmg 
manipulation. It is anticipated that at the upcoming in­
formal OPEC meeting set for March 26, a price setting 
parley could be called and Saudi Arabia challenged to 
go along with a second price rise for 1979 . What could 
well happen is a replay of the 1 976 price split within the 
cartel, something the Saudis wish to avoid at all costs . 

The crucial question with respect to future OPEC 
developments is how firm Iraq-Saudi relations are. Ac­
cording to informed Washington sources, since the Ira­
nian crisis erupted, I raq and Saudi Arabia have become 
close allies and have closely coordinated Persian Gulf 
security matters. At work is a secret agreement between 
Riyadh and Baghdad which includes coordinating oil 
policies. The similarity between the Yamani and Karim 
statements this week furthermore verif ies their  
collaboration. Together the two countries represent a 
formidable force within OPEC, controlling half of 
OPEC's total present production, a cricial determinant 
in defeating the price rise front . But the Iraqi-Saudi 
alliance is very new and in many respects the two are still 
testing the waters, regarding each other in view of their 
d ivergent i deological backgrounds. 

The Iranian factor 
According to Iranian government officials the govern­
ment of Premier Bazargan m ay order Iran's first ex­
ports of oil this year as early as next week . As the Jour-

11.B 

nal of Commerce aptly put it today, the Iranian govern­
ment will not long be able to ask the $20.00 a barrel it in­
tends to if it begins exporting even 2 million barrels a 
day . As soon as the m arket begins to absorb Iranian 
crude, the spot market price bubble will begin to deflate 
as the supply of oil globally increases. This develop­
ment, no doubt, was behind Yam ani's assertion this 
week that the price rises within OPEC would not last 
long. 

Producer-consumer cooperation 
Both Yam ani and Karim called for closer coordination 
with the industrialized nations to resolve the broad 
issues of future energy supply, and to deal with the un­
ruly elements within the international oil business. 
French President Giscard d'Estaing recently called for a 
similar dialogue between the European Community, the 
underdeveloped sector and the oil producers and has 
sent Industry Minister Giraud and Foreign Minister 
Francois Poncet to the Mideast to organize such a 
parley. Even without Iran, the OPEC producers are 
physically capable of meeting current world needs. Sup­
port for a positive dialogue with OPEC within the in­
dustrialized sector is perhaps the greatest single weapon 
for breaking the power of those who wielded the oil 
weapon in 1 974 and are attempting to wield it again. 

- Judith Wyer 

OPEC: Maximum capacity, current output, total reserves 
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The Carter Administrat ion has to pul l  Mexico into a 
North American Common M arket that wi l l  p lace Mexi ­
can o il at the d isposal  of the U nited States for i ts  strate­
gic requ irements, place the country itself under a U.S. 
"security umbrel la ,"  demol ish all tari ff protection for 
Mexican industry, supply the U nited States with cheap 
Mexican labor, and curtai l M exico's sovereign co ntrol 
over its own currency. That arrangement i s  vital to U.S. 
"nat ional  security" and the Admin istration must be pre­
pared to go to any length to  impose i t  - including a 
mi l itary invasion of Mexico. With Mexico's oi l  securely 
under Wash ington 's  control ,  the U nited States would 
have a vast ly improved "security posture during a con­
vent ional  war." 

These are the conclusions of a private report ci r­
culated among Administration officials ,  two days prior 
to P resident Carter's Feb. 14 vis it  to M exico , and pre­
pa red by the "extraofficia l" ci rcles that  shape Admin i ­
stration pol icy. The implications of the document (ex­
cerpted below) are unin istakeab le. As Defense Secretary 
Harold Brown and Energy Secretary James Schles inger 
announced on Feb. 25, the U nited States is prepared to 
mi l itarily in tervene i n  any part of the world to secure its 
o il suppl ies. 

M exican authori ties are well aware that Carter Ad­
min istration pol icy represents an  economic and military 
th reat to thei r national sovereignty. The Mexico City  
dai ly Ovaciones yesterday ran a frontpage banner 
headl ine warn ing, " Beware the U.S. !"  The article cites a 
statement released by the Mexican Labor Party on Feb . 
23 warn ing that the Peking- London-Washington axis 
sees Mexican oi l  as U.S. property and as  a key compo­
nent o f  preparations for war with the Soviet Union . 
Ovaciones po in ted to threats by Brown and Sch lesi nger 
as proo f of  the party ' s  charge. 

Jorge Cruikshank ,  chairman of the Popular Socia l i s t  
P arty, s imi larly warned on Feb. 24 ,  that the Uni ted 

S tates is gearing to app ly  pressure on Mexico to grant 
the concess ions which P resident Jose Lopez Port i l lo 
refu sed  to c o n cede  t o  C a r ter  two wee k s  ag o. 
Washington,  said Cruik shan k ,  will even try to "pick" 
Mexico's next president by the end Of th is  summer -
three years before Lopez P orti l lo ' s  term runs out. 

Mexica n oi l  a ma tter of nat ional  secu rity 
The private report c i ted above confirms M exico's suspi­
ci ons .  Released by the New York i nvestment firm of 
Blyth ,  Eastman , D i l l on  and Co., the document cal ls for 
a "common market that wo uld i ntegrate the vast energy 
resou rces in N orth A merica, " and al low the Uni ted 
S tates to seve r its re l iance on O P EC. Assuming that 
"nat iona l ist ic di fferen ces" between M exico and the U n­
ited States can be dispensed with ,  a "very l arge crude oi l  
p ipel ine to the nearest crude trunk l ines in Texas could 
be bui l t  to ca rry several mi l l ion  barrels dai ly ," the report 
con ti nues . Without M exican o i l ,  the " U ni ted States wil l  
face the steady eros ion of  i ts  national security." With it ,  
the Un i ted States would have an enhanced "abi l ity to 
provi de a sh iel d aga i n st potent ia l  Soviet expansion" 
around the globe.  

Despite B lyth ,  Eastm an ,  Di l lon disclaimers that 
their report does not  rep resent pol icy ,  i ts release is  
typica l  o f  the means  by which Admin i stration-l inked 
circles " lea k "  po l i cy on sensit ive issues. I nformed 
so urces repo rt th at Ca l i forn ia ' s  Zen Buddhist Governor 
Jerry Brown i s  not  on ly a c lose "friend" of Blyth,  
Eastma n ' s  research d irector Francis K el ley, but  that 
Brown co l l aborated with K el ley to make sure the re­
port was circu lated pr ior  to Carter's departure to Mex. 
ico . 

The author o f  the document is Ken neth E. Hi l l ,  the 
former p resident of Blyth , Eastman,  the former director 
of petroleum research at Chase Manhattan,  and now a 
member of board of Standard Oi l  of  Cal iforn ia. Recent­
ly ,  H i l l  g loated to a repo rter that  he  circulated the pro­
posal am ong high- level so urces, inc luding Secretary of 
State Cyrus Vance and H en ry K i ssi nger, who agree "its 
ti me has com e ."  

B ly th ,  Eas tm an , D i l l on  i s  owned by  the  I nsurance 
Company of North America, one of the major patrons 
of Se nator Edward Ken nedy's  health bill and "die with 
dign ity" hospice campaigns .  One of the I N A's  top offi­
c ia l s  i s  the son of George Bal l ,  a fo rmer Carter foreign 
pol icy advisor  and an  outspoken advocate of depo­
pulat i ng the Third World through "triage." 

And w hat w o uld the Carter Admin i stration offer 
Mexico i n  "exchange" fo r th is  scheme?" Mexicans 
wo uld be a l lowed to w o rk at stoop labor in the Uni ted 
Sta tes . Mexico must fi rst drop all tariff protection for its 
rap id ly  grow ing i ndustr ia l  sector. Even more, Mexico 
would be s t r ipped of sovereign control over its own 
currency ,  s ince the Un ited S tates, Canada,  and Mexico 
"wo u ld  a l so l i n k  thei r currencies together." 
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Latin America: raw materials stockpile for u .s.  
The danger concerns not only Mexico. The objective of  
the policy-outlook typified by the Blyth, Eastman, 
Dillon report is to treat the entirety of Latin America as 
a U.S. wartime raw m aterials stockpile. Venezuelan oil 
is a big target, as Brzezinski, Schlesinger, and others 
have stepped up pressure for Venezuela to grant the 
same sort of "special" oil deal they're demanding from 
Mexico. A special delegation from the incoming 
Herrara Campins government of Venezuela is in 
Washington this week, receiving extensive "briefings" 
from Brzezinski and Schlesinger on just how the United 
States expects them to grant Washington long-term 
"privileged" access to Venezuelan oil and to break from 

Com mon Market: 
threat to seize oil 
The Blyth, Eastman, Dillon investment research firm has cir­
culated among high-level Carter Administration officials a 
report on "North American Energy: A Proposal for a Common 
Marlcet Between Canada, Mexico, and the United States . "  We 

print the major points of that proposal below. 

Recent events in the Middle East have demonstrated 
conclusively that the United States cannot continue to 
depend on imported o il from the Persian Gulf. The Ira­
nian crisis as well as the excessive OPEC price increases 
to be i mplemented this year have shown that both our 
security and our economic future are hostage to the ac­
tions of a few countries located i n  the M iddle East . Our 
dependence on Middle Eastern crude oil imports need 
not exist if we had a North American energy policy that 
recogn ized the availability of sufficient energy resources 
on our continent that could, absent nationalistic dif­
ferences between Canada, Mexico and the United 
States, supply nearly all the legitimate energy require­
ments for the three nations for years ahead . What is  
needed is  a form of common m arket that would in­
tegrate the vast energy resources in N orth America 
through an efficient distribution system, while ac­
comodating all other free trade aspirations of the three 
nations amongst themselves . . . .  

The indicated reserves in Mexico should eventually 
reach 50-100 billion barrels of oil and 50-100 trillion cubic 
feet of gas. These reserves should support production rates 
of7-8 million barrels of oil per day by 1 990 and 4-5 trillion 
cubic feet of natural gas each year. Since Mexican de­
mand is not l ikely to exceed several million barrels daily 

OPEC. The visiting team is headed by Aristides Calvani, 
a member of Venezuelan "Black International" circles 
controlled from London . 

The full reach of the attempted raw materials looting 
was leaked through an Anglo-American source in 
Colombia this week . Alberto Lleras Camargo, a princi­
pal architect of the Kennedy Administration's Alliance 
for Progress during the 1 960s, wrote in a Feb. 2 1  column 
in EI Tiempo that Washington should devote more at­
tention to Latin America, because it is the only region in 
the world that can guarantee a supply of strategic raw 
materials to the United States in "peace or war." 

- Christopher Allen 

of o il and gas equivalent by then, the remainder should 
be available for export, hopefully much of it to the U n­
i ted States . ... 

Thus it is possible to visualize importantly increased 
production of oil and gas. as well as other energy sources 
in North A merica. which together with reduced consump­
tion. could eventually provide energy equilibrium for 
Canada. the United States and Mexico . with onl) '  
relatively small imports of oil from the OPEC cow;­
tries . . . .  

It is proposed. therefore. that the three adjacent North 
A merican countries of the Western Hemisphere form a 
common market association with free movement across 
the borders of a1/ commodities. particularly oil and gas , 
but people as well. Without this cooperative ejj(m in 
North A merica. the United States willface the steady ero­
sion of its national security together with slow economic 
strangulation - a fate that could be shared by other 
Western democracies as well. 

This common market concept for North America 
would have to be implemented slowly, but with un­
wavering dedication. It m ust be fully in place no later 
than 1 990. The eventual pricing of all oil and gas in North 
A merica would be at the B TU equivalent of world le l'els 
for al/ these commodities, through the elimination of' all 
price controls over a period of time. A ll old oil and gas in 
the United States would rise to world prices and a steep 
excise tax on gasoline should be imposed. Vigorous con­
servation measures should

' 
also be undertaken to keep 

consumption increases to a nominal level. Development 
of al/ other forms of energy would he encouraged through 
the private sector, but with government tax incentives , it 
necessary . . . .  

While efforts in exploration, research and produc­
tion of domestic energy resources would continue at a 
rapid pace, conservation efforts in the United States 
would also be increased, principally by much higher 
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prices as well as mandatory regulations .  The rate of 
growth in demand for energy should slowly decline so 
that our consumption of energy by 1 990 should cease 
growing and continue at a stable level for years there­
after . This would .-slowly reduce per capita consumption in 
the United States; however, a steady reduction in energy 
consumption per unit ofGN P could be realized through e/ 
ficiencies which would allow steady industrial growth to 

take place in real terms. 
In Mexico, we have the contrast of a country with 

vast reserves of newly discovered oil and gas, and a 
rapidly growing population, but with a developing 
country standard of  livi ng . If Mexico could be per­
suaded to join the North American common market, a 
very large crude oil pipeline to the nearest crude trunk 
lines in Texas could be built to carry several million 
barrels daily. . . .  All of these projects could easily be 
financed with the help of international banks and 
private or public consortiums in any manner the Mex­
ican government would authorize . 

What would Mexico receive in return for dedicating 
much of its oil and gas production surplus to their own 
requirements to the N orth American Common Market? 
First of all, there wo uld be no further barriers to free im­
migration of Mexicans for work in the United States 
and Canada. This would provide the United States with 
a large, low cost labor force, but on a recognized, 
legitimate basis in  contrast to the present illegal alien 
problem . But above all, this would provide an outlet for 
the millions of unemployed, under-uti lized Mexicans 
who cannot obtain jobs in Mexico . . . .  

The three nations would also have to link their cur­
rencies together, but this sho uld not present a problem 
since both the Canadian dollar and the Mexican peso 
have been even weaker than the dollar against the bas­
ket of  world currencies . . . .  

And the currencies of the three countries would in­
evitab ly rise against other world currencies since North 
A merica a.I' a unit would be sel/sujjicient in energy, 
agricultural commodities and minerals - unlike Europe 
and Japan. It is possible that integrating the vast energy 
resources of North A merica could lessen the ability of 
o PEe to raise world prices for oil, since the largest 
current market for OPEC oil - the United States -
would be largely lost over a period of time. 

The U nited States would extent its security umbrella 
to Canada and Mexico to make all three nations equally 
secure against any external mil itary threats to N orth 
Ameri c a .  We wo uld also continue o u r  N AT O  
relationships and even strengthen them, i f  necessary . 
Furthermore, to help Mexico's Latin neighbors to the 
south become reconciled to Mexico's special relation­
ship with the United States, we could go as far as prac­
ticable to extent our security protection through the 
Caribbean, if those nations so desired . . . .  

Hill: 'Mexico is 
a horrible place' 
In the following interview, made available to the Executive 
Intelligence Review by a Boston-based journalist, the 
author of the Blythe-Eastman-Dillon proposal for a North 
A merican Common Market states frankly what lies 
behind his thinking. Kenneth Hill, 64 years old, headed 
Chase Manhattan 's Petroleum Division before becoming a 
partner in the Blythe-Eastman-Dillon firm. Now semi­
retired, he serves on the board of directors of Socal. 

Q : What do other people think of your proposal for a 
North A merican Common Market? 
Hill : People just love it, everyone thinks i ts time has 
come. Look, I'm the author of this proposal, I m ust say . 
The proposal actually was first circulated i n  December 
of last year . I sent copies to all kinds of people, i ncluding 
Vance, Packard, Kissinger, and Bill Simon, and I've 
been getting calls ever since. I gave it to Francis Kelly of 
Blyth-Eastman-Dillon, the head of economics there, and 
he is  one o f  Gerry Brown's top advisors .  Mark my 
words, Gerry Brown is go ing to really use this idea. It's 
the an swer to America's energy problems and a way of 
dealing with our relations with o ur closest neighbors. 
Yes, it will be a m ajor issue in his nascent presidential 
campaign . 

Q : Mexico has made it very clear that they won ' t  use their 
oil as an anti-OPEC measure, and obviously some people 
in the U. S. see it this way. They may well object to your 
proposal. 
Hill : That's their problem . Look, Mexico is a horrible 
place - poverty, unemployment, illegal aliens pouring 
across the border, people livi ng in hovels and on and on .  
I want  to try to legitimize all these people, raise them up. 
That's what the Common M arket idea is all about -
mutual benefit for all three nations. 

Q: But President Lopez Portillo has made clear he just 
doesn 't want money for his oil, he wants capital-intensive 
investment by A merica and A merica 's know-how and 
technology. Do you see all the money they can make from 
their oil sales going in this direction or in utilizing their 
labor more, that is, in labor-intensive investments? 
Hill : Let's face it, labor is what they have. I mean labor­
intensive. Let's concentrate on rebuilding agriculture, 
not industry. I want to educate those poor peasants, 
build them houses, give them sewerage, decent clothes, 
etc . And we will have to do it without creating inflation, 
by not flooding them with dollars. That's what hap­
pened in Iran, look at the inflation there, it helped wreck 
them . 
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Q :  In your proposal, you urge that the Common Market 
be phased in by 1 990. But with the crisis in Iran and the 
Middle East, and If the Saudi oil supply is similarly cut 
off, won 't  the Common Market have to be implemented a 
lot sooner? 
Hill : You're damn right there. Look at the sudden 
change that hit  Iran. The Saudi regime can't  go on 
forever, i t 's  got to change . And when i t  does ,  who knows 
what ·kind of hel l  wi l l  break loose. We have to be 
prepared . Saudi Arabia may weB be next . 

Ovacio nes:  defend Mexico 

from a U .S .  attack 

On Feb. 2 7, the Mexico City daily Ovaciones 
published an article entitled . .  Mexico Faces Risk 
Because of its Oil Wealth . "  The article quoted exten­
sively from the Mexican Labor Party 's call to the 
Mexican people. Excerpts from the article follow. 

A demand that the M exican government call on the 
population to remain a lert was made by pol i tical  par­
ties of opposing i deologies - the PAN ,  the PLM,  
and the  PSR - who agree that  the  danger exists that 
the U .S . ,  desperate because of  the unstable situation 
of  i ts trad it ional (oi l)  supply centers, "might send in  
Marines to guarantee the  supply from our oi l  wel l s . "  

The M exican Labo r Party (PLM) ,  through i ts 
m ost  wel l- known leaders ,  a ffi rm ed that  " i t  i s  
foreseeab le that (the U . S . )  might try to seize o ur 
resources by force ."  The P L M  leaders, M arivi l ia 
Carrasco, Patricio Estevez and H ector Apol inar, 
stated that the present situation " is  a security mat­
ter . " 

For o ur own national i nterest, they said that we 
m ust defend "the hero ic and sovereign Republ ic  of 
V ietnam and i so late the Chinese reg ime, im mediately 
b reaking our relat ions with that government and 
denounci ng before the wo rld the real cu lprits :  J immy 
Carter's group of lunatic i mperia l i sts . "  

They m ai ntained that the offensive (against M ex­
ico - ed.) wi l l  escalate "and we m ust be prepared to 
repel i t .  It is a matter of our security and o ur national 
sovereignty to form as quickly as possib le a National 
Guard (as authorized in the M exican Constitution ­
ed .) as the ult imate guarantee of our  i ndependence. "  

Q :  A re you concerned by Mexico 's apparent sojiness 
toward Moscow and the communists? 
Hill : Yes I am . Do you know that the Cubans are run­
n ing a l l  over Mexico, sending their professors into un.­
iversities and throughout the country? The Common 
Mar ket wil l  help prevent any Communist notions in  
Mexico, definitely . 

' lati n America has the 

strateg ic resources for wa r' 

The following are excerpts from a column, which ap­
peared in the Colombian daily El Tiempo on Feb. 2 1 .  
Entitled " Montezuma 's Revenge, " the column was 
authored by Lleras Camargo who worked with the Ken­
nedy A dministration 's A lliance for Progress. 

N ow for example, many North Americans should be 
discovering, to their astonishment, that the two 
sources of oil for their most urgent needs are in Mex­
ico and in Venezuela, and not in Iran or in Saudi 
A rabia .  Both countries have grievances with the U . S . ,  
caused b y  Congress or the Executive, without any ob­
j ect or  apparent reason . . . .  

While the infinite possibil ities o f  its postwar em­
pire are shutting down, the United States remains 
fastened to its improbable fr iendship and al l iance 
wi th the so-cal led clien t  states, one of which was I ran,  
whose fragi l i ty has been made evident in the present 
emergency . But 'cl ient countries' have always been 
those of Latin America, some to greater degrees than 
others, s ince remote times, and not a lways volun­
tarily, as i s  exactly the case with Mexico . . . .  Of al l  the 
N orth American presidents, only Kennedy , hounded 
by the Bay o f  Pigs di saster, attempted to make 
another po l icy ,  the Al l iance for Progress, which scar­
cely began before it was in terrupted . . . .  The rest have 
only been essays, changes of labels, confused a ims 
and total forgeting of the fact that the (Latin 
American) hemisphere is the only one that cannot fai l  
the imperial  power, nor has  i t  ever fai led i t .  The 
region i s  perhaps not very productive, but i t  non­
etheless has many of the strategic resources that i ts 
(the U . S .  -ed) industry needs, i n  t imes of peace or 
war . . . .  
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C a n a d a :  ove r l o rd of 

a Co m mo n  Ma rket 
Canada i s  tak ing fu l l  advantage o f  the curta i lment of 
Iranian oi l  exports and i ncreasi ng intern ational  tensions 
to take major  steps toward establ ish ing i tse lf  as the con­
trol center of a North American common market over­
seeing war-t ime energy supply and distr ibution. Recent 
Canadian measures conform with the long-standing 
energy independence policy k nown in the Un ited States 
and Canada si nce 1 968 as " Project I ndependence." 

Both the common market and " Project Indepen­
dence" strategies are based in  the assumption that the 
world  economy wil l  have col lapsed into warring 
regional blocs and that oi l  from the Organization of 
Petroleum Exporting Countries (OPEC) to N orth 
America will be cut o ff by the 1 980s . 

N orth Amer ica wi l l  be ready with energy sel f­
sufficiency ,  a 20-30 percent cutback in conti nental 
energy co n s u m pt i o n ,  a freeze on ge n e r a l i zed  
techno logical development in  the  energy field,  par­
ticularly in nuclear fission and fus ion,  and a major  
em phasis on the  "soft" energy techno logies of coa l  l i ­
q ui fi cat ion , sha l e  o i l ,  so l a r ,  a n d  tar  sands .  The  
economies o f  Canada, the  Un ited States, and Mexico 
wil l  be "equal ized" on the basis of a "common energy, 
trade, and labor market ."  

Such program s wo uld cha in  the  N orth American 
econom ies to a fixed tech no logical base that would i n  a 
very short period of t ime result  in a net shri nkage of  not  
only energy co nsumption ,  but industry and population. 
Needless to say ,  the common m arket scheme requires a 
level of central ized d ictatorial  control over energy never 
seen except in wartime .  

Canada is preparing to take control by implementi ng 
al l  aspects of the common market pol icy .  

War measures act for energy 
Canada's Federal Energy Min i ster A l istair Gi l lespie in­
trod uced legi s lation i nto the Commons  on Feb. 1 9  
call ing for the estab l ishment o f  a n  Energy Supplies 
Al location Board . The board wi l l  have top-down con­
trol over the al location ,  consumpt ion;  and transport of  
al l  petroleum and alternative fuels and wi l l  supersede 
the present "peace-t ime" powers of the Canadian 
National Energy Board and the Canadian Transport 
Commission regarding energy . The b i l l ,  known as C-42 ,  
provides for controls over prici ng, marketing, and 
rationing and is expected to be qu ick ly passed through 
Parliament. Unl ike the earl ier legi s lat ion ,  C-42 has no 
time l imit, but is designed as a permanent measure. 

Coincid ing with the introduction of Bi l l  C-42, the 
Canadian government moved to place al l  petroleum im­
ports and acquisit ions under  federal control. Using Ex­
xon's  recent divers ion from Canada to the Uni ted States 
of 25 ,000 barrels a day of Venezuelan oil as the pretext ,  
Energy M in ister Gi l lespie has threatened to place al l  o i l  
i mports to Canada under the control of  the Canadian 
C rown Corporation ,  Petrocan. 

Gi l lespie's move has important implications for the 
conso l idation of  M exico's energy reserves into · the 
"common market" scheme. Canada has been at­
tempting to negotiate the purchase of 1 00,000 barrels 
per day of oil from M exico, even dangling the carrot of 
Canadian CAN D U  fission reactor sales to Mexico . 

A th ird aspect of the proposed North American 
energy consol idation plan involves various oil and 
n atural gas "swap" arrangements between the United 
States and Canada . One such arrangement exists bet­
ween Brit ish Petroleum and two U.S.-based firms, ex­
changing i ncreased Canadian export to the U.S. West 
for the divers ion of a s imi lar  amount of oil from the 
eastern U ni ted States to the M arit ime provinces. With 
the c ris i s  in I ran ,  n umerous other arrangements are now 
under considerat ion by the Canadian National Energy 
Board. The o i l  firms involved are dominated by Royal 
Dutch Shel l ,  Imperial , the Dutch-based Petrofina, Stan­
dard Oi l of  Indiana,  and Brit ish Petroleum .  

The  fourth aspect of  the p l an  is a series of  drastic 
curt ai lmen ts in  advanced technology energy projects in 
Canada's  most industr ia l ized province, Ontario. On 
Feb. 1 4 , R o ber t  T a y l o r ,  c h a i r m a n  of O n t a ri o 
H yd roelectric,  to ld reporters that at least one and 
probab ly fo ur major generating stat ions,  including the 
Bruce B heavy water plant ,  will be "mothbal led." Pro­
jected provi ncial  energy needs were recently revised 
fro m a 5 .5 percent annua l  growth rate to just above 4 
percen t .  The smal lest of the targeted plants is the 
Wesleyv il le stat ion ,  a h igh techno logy coal-fired plant 
designed for a total capacity of 2000 megawatts. A lso 
cut was the proposed Darl ington nuclear station ,  a 
centerpiece o f  Ontari o's  aggressive nuclear develop­
ment pol icy . 

The energy cri s i s  measures being planned and 
carr ied out a re co upled with renewed emphasis on what 
fossi l  energy reserves Canada does have. 

* Off-shore o i l  dr i l l i ng has restarted in Labrador and 
in the Beaufort Sea. 

* The estimated reserves of oil and n atural gas in the 
Al berta basin have been rev ised upward. Canada's Ex­
terna l  Affa irs M in ister Jameison has announced the 
general wi l l ingness of Canada to increase its energy sup­
pl ies to the United States on  terms appropriate to "cri­
si s management." 

* The tar sands projects in Athabaska ,  A lberta, and 
Saskatchewan are being pushed. Current projections are 
for over $ 1 00 b i l l ion in i nvestment in Canada's heavy oi l  
an d  tar sands reserves. 
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I n  the latest tw ist i n  h i s  checkered career as a cr is is­
scenar io-mongerer , Energy Sec retary James Sch lesi nger 
has submitted drast ic ,  m a ndatory energy cutback 
measures to  Congress that wou ld  g ive P res ident Carter 
sweeping control  over  the dai ly activ i ty o f  American 
cit izen s and  b us i ness . The Schles i nger proposals  ca l l  for :  

• .  M a ndatory gaso l i ne  rati o n i ng ,  e ffected by rat ion - .  
i n g  cards l i m i ti ng  c a r  owners to a max i m u m  of t w o  ga l ­
lons  pe r  day.  In  addit ion ,  Sch lesi nger wou ld  create a 
legal "b lack m ar ket" i n  gaso l i ne ,  by a l l ow ing  i nd iv i ­
dua l s  to sel l the i r  rat ion ing  cards . Es tim ates a re  the price 
of  th i s  b lack market gas wo u ld  r ise to  $ 1 .20 per ga l lon . 

• Mandatory c utback s i n  heat ing ,  cool ing ,  and  h ot 
water temperatures of pub l ic  bu i l d i ngs ,  to be enforced 
by l ocal po l i ce .  

• Forced c los ing of gas stat ions  o n  weekends .  
• Ban on  un necessary co m mercia l  l ight ing .  
According to the l aw u nder which the proposals  

were submi tted , the  Sch les inger proposals  m ay n ot be 
amended by Congress, they can only be rejected or 
passed , a dec is ion which Congress m ust make w i th in  the 
next 60 days .  

Once passed , the measures wou ld  go i n to effect upon 
presiden t ia l  dec larat ion  of a nat ion al emergency . 

Moreover, a " Phase I I " o f  the cutback measures i s  
n ow in  preparat ion  wh ich wou ld g ive t h e  govern ment 
si m i lar power to al locate crude oi l and  o i l  suppl ies to 
indust ry .  The two phases wou ld  p lace complete contro l  
over  a l l  phases  of  American o i l  consumpt ion in  the 
fi ngers of  the unstable  Carter and  h is  l unat ic  Energy 
Secretary, and enable them to put  the U . S .  economy on  
a tota l  war foot ing . 

Seiz ing o n  an atmosphere of  fear brought on  
th ro ugh press hypeing o f  an  o i l  shortage wh ich he 
characterized as an "energy Pear l  H arbor ,"  Schles inger 
i s  attempting to ram in to  law emergency measures for an 
energy crisis he h i m se l f  has pub l ic ly admitted does not  
ex is t .  On a televi sed news program Feb . 2 5 ,  Schles inger 

admi tted that the c los i ng of  I ran ian oi l  product ion had 
not  a s  yet affected the U . S . ' s  fuel suppl ies .  

I n  fact , the wel l -publ ici zed c l imate of fear ,  which in­
c l u des large h i k es i n  some oi l  prices and scattered shor­
ages , has  been del iberately orchestrated, pr imari ly by 
the two foreign o i l  majors ,  London-based Br i t i sh Petro­
leum and Royal D utch Shel l .  Not coincidental ly ,  these 
a re the forces n amed as being beh ind  the current I ran 
cr is is  and the man ipu lat ion of  the skyrocketing i n terna­
t iona l  spot markets for o i l .  

Accord ing t o  industry ana lysts , they are able t o  con­
d uct this  operation  thro ugh an  i n formal  i n ternat ional  
"shar ing" agreement among the o i l  maj ors .  Under th i s  
p lan ,  the other  five members of the so-ca l led Seven Sis­
ters, Mob i l ,  Exxon ,  Texaco , G u l f  and Socal - al l U .S . ­
based companies - have agreed to "share" i n terna­
t iona l  oi l  suppl ies with the London-based Brit ish Petro­
leum and Shell to ba lance the i mpact of  the loss of I ran 's  
o i l  to the Anglo-Dutch majors .  

A s  a resu l t ,  according to one i n formed estimate, the 
actua l  i mpact o f  oi l  shortages on  U . S .  suppl iers i s  dou­
b le  what  i t  should be . This  shar ing is  a major  reason Ex­
xon anno unced that  i ts  enormous Baytown ,  Texas refi n ­
e ry  was  cutt ing product ion of  home heat ing fuel  by a 
whopping 50 percent  begin n i ng M arch I .  I t  is a lso the 
reason Texaco and other companies are begin n ing to 
reduce supply to their  domestic customers,  even though 
they he ld l i tt le  or no  part of the I ran consortiu m .  

W h y  now? 
Schles inger has wa i ted for a crisis a tm osphere that 
wou ld  make i t  poss ib le  for Congress to be stampeded 
in to  pass ing legi s lat ion  which ,  under normal  cir­
cumstances, i t  would certa i n ly reject . This  latest p lan for 
gas ratio n i ng is essen ti al ly the same as the one d rafted 
by t he Energy Secretary last summer, one congressiona l  
source sai d .  I t  was she lved then because few found i t  
po l i t ica l ly  palatable .  

Even now Schles inger's scenar io  has drawn fire .  
Speak i ng at the National  Governor 's  Conference in 
Wash ingto n ,  where Sch lesi nger was present ,  Texas Gov.  
Wi l l i am Clements ,  recent ly  back from talks wi th  M ex i ­
can  officia ls  on energy coopera ti o n ,  demanded that  
Schles i nger resign . Clements ,  who served under Sch les­
i nger in the Defense Department before Schles inger was 
fi red as Defense Secreta ry i n  1 975 ,  ca l led the gas rati on­
ing  p lan  "unwise and tota l ly  r id icu lous ."  He coun tered 
w i th a proposal  for increased product ion of o i l ,  coal , 
a n d  n uclear energy . 

Phase I I  
To comp lete t h e  picture, accordi ng t o  an i n fo rmed 
Senate Energy Committee source, Sch les inger's office i s  
prepar ing a seco nd phase of th is package, which the 
Pres ident  wi l l  submi t  to Congress next month .  This pro­
gra m ,  which en larges on an exist ing Mandatory Crude 
Oi l  A l l ocat ion  Program covering small  refi neries ,  would 
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give the govern ment co ntrol of d istr ibut ion to refiners o/iZ(:
;
:
; ;: :' ::

"r:
:':'

;
: ; ;  

a l l  do mest ic and imported crude o i l  under the approp� wr/} 
riate emergency cond i tions . I f  the ratio n ing and a l loca�:.,;: :: : , 
t ion packages are passed by Congress ,  the two together' : i: ; /  
would give Sch lesinger fu l l  co ntro l  o f  the nat ion' s ;: : ,  
energy supply,  a stated prerequ i si te to the implemen';:fi'{: 
tat ion of the North  American Common M arket propo. , ' ,  
sal supported by Senators Ken nedy and Jackson . 

The announcement th i s  week ,  by Sen .  Henry Jack� : ': 
son ,  Chairman of the Senate Energy Commi ttee, that  
w i l l  hold hear ings on the "rumors" th at U .S .  o il : , ; , ,

: : , 
• .. . . ' 

compan ies are responsible for forcing the o i l  price h i kes:'�:;; ; : ;' ;" '« "/::<� :" 'r 
is in l i ne with the Schles inger scenari o .  ' , . , ' 

Jackson chose to ign ore test imony from Depart.:' : , 
ment of Energy Assistant Secretary H arry Bergold 
i t  was "foreign" - that i s ,  B P  and Shel l  - not  the U . S .' 
ent i t ies who were culpab le .  Thus ,  the stage is set to': 

watergate precisely those o i l  compan ies wi th the strong-: ' "  
est t ies to Saudi  Arabia and other O P EC nat ions which 
could ,  i n  fact,  make up any real U . S .  shortfa l l .  The Jack-
son hearings wi l l  feed i n to Sen . Kennedy' s p lans  to 
break the pol i t ical and economic power of these same 
companies through forced d ivestiture of their  ho ld ings .  

S i nce 1 977 ,  Sch lesinger h as been committed to 
deindustrial iz ing the U . S .  economy.  H e  was previously 
delayed by Congress's reject ion of the energy program 
Carter i n troduced in 1 977 ,  but i f  he i s  successful now, 
the U . S .  faces an economic co l lapse whose d imens ions 
are not even suspected . 

r 

- William En gdahl 

What U .S .  oil cutbacks look like 

Cit ing d irect and ' i nd irect' effect s of the l oss of 
Iranian oil exports s ince Dec .  26,  a num ber of ma­
jor U . S .  o i l  co mpan ies have announced cutbacks 
of their a l locat ions  of refinery production . 

Exxon ,  the wo rl d's l argest o i l  company,  an­
nounced th is  week that i t  i s  cutt ing del i ver ies of 
low-sulfur fuel o i l  to custpmers by 7 5 ,000 barrels 
per day beg inn ing M arch I .  This i s  a 50 percent 
cutback in this  type of o i l ,  used for home and in ­
dustrial heati ng . 

Shell O i l ,  the U . S .  subsidiary of Royal D utch 
Shel l ,  which has played a major ro le i n  forcing up ' 
in ternat ional  o i l  pri ces,  has announced it wi l l  cut 
its output of refined gaso l ine product by 5 to 8 per­
cent . Shel l i s  the nation's largest U . S .  marketer of  
gasol ine.  Th is  i s  an est im ated 400,000 barrels 

Texaco has cut i ts  output of refined gaso l ine 
p roduct by 5 percent ,  or an est imated 1 50,000 
barrel s per day. 

A l th ough t he U . S .  fi nancia l  and o i l  trade press has ex­
pended reams of copy in d iscussing the ramifications of 
the Iran ian o i l  cutoff and recent  oil price h ikes, most 
commentators h ave m i ssed the essent ia l  point :  The oi l  
cr is is  of 1 979 h as been del i berately rigged at  the highest 
levels of the Anglo-A merican i n tel l igence el ite with the 
pri mary object ive of bust ing up the European Monetary 
System ( E M S) .  The E M S ,  as this publ ication has 
documented in prev ious i ssues, is no mere currency­
stabi l izat ion scheme but a Franco-German-led effort to 
estab l i sh  a vast " Euro-Asian" economic cooperation 
bloc,  i nc ludi ng the Soviet Un ion ,  Japan, and the M iddle 
East o i l  producers . The o i l  cr is is  i s  in tended to obliterate 
th i s  nascent  new world monetary system by setting off 
an  i n flat ionary o i l  p ri ce exp los ion which wi l l  thoroughly 
d i srupt the economies o f  Western Europe and Japan 
and underm ine  t he frag i le i n ternat ional  credit structure. 

This  "bust  E M S" strategy was o ut l ined by Sir  
George Boul ton ,  a sen ior advisor to the Bank of 
Engl an d and former chairman of the Bank of London 
and South America (BOLSA),  at a U nited K ingdom 
ban k i ng conference on  Jan. 1 7 : " I  would ... refer to 
those countri es or territor ies which are probably in­
capable o f  further growth or  are in a state of decl ine. 
Western Europe - an area wh ich before 1 9 1 4 ,  when i t 
i ncl uded Imperia l  Russ ia ,  control led or substantial ly i n­
fluenced the who le world - has i n  two wars lost a l l  the 
advan tages of po l i tica l  control and the effective contro l 
over the raw m ater ia l  resources of what is now cal led the 
Th i rd World . . . .  The Mos lem world is rapidly moving 
into a co ndi t ion of rel ig io us ci v i l  war, and no  matter 
who con tro ls  the Gu lf, the supply of o i l ,  not only from 
I ran ,  wil l  probably sh ri n k .  I n  these circumstances 
b us iness over most of Africa and a l l  the M iddle Eastern 
co untries w i I I  suffer and consequential  defau lts and 
bankruptcies wi l l  m ult ip ly .  Western Europe wi l l  be af­
fected by the r is ing pr ice of o i l  exacerbated by shortages. 
Europe has no immediate alternat ive sources of energy 
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Table I 
I ran ian  oi l  shutdown:  how major econom ies a re effected 

FR A N C E  

G E RMANY 

ITALY 

U N IT E D  
K I N G DOM 

U N IT E D  
STAT E S  

JAPA N  

Gross I m ports o f  Crude O i l  i n  1 978  ( Est imates) 
( l ,OOO's of Barrels Per Day) 

2 ,328  9 .5  S a u d i  A r a b i a  

I raq 

U n ited Arab E m i rates 

1 , 882 1 8 . 8  l i bya 

Saudi  Arabia 

N i g e r i a  

1 , 890 1 4 .0 S a u d i  A r a b i a  

I r a q  

l i bya 

1 , 3 1 8  1 4 .0  S a u d i  A r a b i a  

K u w a i t  

I ra q  

5,925 9 .5  S a u d i  A r a b i a  

N i g e r i a  

l i bya 

4,42 1 1 9 .0 Saudi  Arabia 

I ndones i a 

U n ited Arab E m i rates 

N o t e :  These are g r o s s  f i g u r e s .  They do not take into a c c o u n t  ex ports or re-ex ports. 

Source, Energy Economics Research ltd . 

Table I I  
T rade balances - effect of a 50% oi l  price 

F i g u res i n  p a renthesis  ( ) a re negat ive 

FRANCE $2 .2  $( 1 1 . 1 )  $( 0.8) $ 5 .6 

G E RM.ANY 2 . 7  ( 1 5 . 7) 1 7 . 1  7 .9 

ITALY 1 . 7 ( 8 . 1 )  ( 0.4) 4 . 1  

SPAIN 0 .8 ( 4.6) ( 6.0) 2 . 3  

U K  0.9 ( 4 .5 )  ( 6 .9 )  ( 0 .4) 

E U ROPE TOTAL 1 0.8 (57 .5 )  ( 1 1 . 7) 26. 1 

C A N ADA 0.3 ( 1 .6) 1 .8 0 .8 

J A PAN 5 .3  (25 .5 )  1 8 .2  1 2 .8  

U N I T E D  8 . 0  ( 40.0) 28.4 20.0 
STATES 

TOTAL 24.4 ( 1 24 .6) (20. 1 )  59 .7 

34.5 
1 7 .4  
8 .4  

1 5 . 6  
1 4 . 7  
1 0 . 6  

22 .8  
1 5 . 6  
1 3 . 5  

2 1 . 3 
1 7 . 1  
1 3 .6  

1 7 .4  
1 3 .6  
9 . 5  

30.4 
1 3 . 3  
1 0 .4  

h ike 

$( 1 6 .7) 

(23 .6) 

( 1 2 .2 )  

( 6 .9 )  

( 4 . 1 )  

( 83 .6 )  

( 3 .4 )  

(38 .3 )  

(60 .0) 

( 1 84.3) 

• Elleept t o r  t h e  U . K . ,  It is  assumed thal lh!! •• o r e  no chonges in  I h e  volume of n e t  imports. I n  I h e  case of t h e  U . K . ,  figures have been adjusted t o r  incr.cued North Sec 

oi l  production in  1 979 
• •  Austroa, Belg ium,  Denmark, France, Germony (federal Republ ic) .  Italy, Netherlonds, Portugal, Spain, Sweden, Switzerlond, U . K .  

Source, E n e r g y  EconomICS Research ltd . ,  Morgon Guotan')' 

22 Energy EXECUTIVE INTELLIGENCE REVIEW 

and wi l l  have to adapt econom ies to 
energy austerity and the abandon­
men t of  cher ished social  reforms,  
and govern ments wi l l  have to get 
used to electoral u npopu lar i ty ."  

Who's hurt ing most? 
J u st how vu lnerable are Western 
Europe and Japan in the present o i l  
cr is is? The  quest ion m ust be broken 
down i nto two parts :  F i rst ,  to what 
exten t are t hese eco nomies prepared 
to deal wi th  a p rotracted cutoff of 
I ran ian suppl ies or  wi th the l oss  o f  
addi ti onal suppl ies as  a resu l t  of  
fu r ther  p o l i t i ca l  destab i l i za t i o n s  
anq,'or wars (e .g . an Egypt ian  attack 
on L ibya) in  the M iddle East reg ion? 
Secon d, h ow w i l l  Western Eu rope 
and J apan be affected shou ld  a 
general ized oi l pr ice h ike  i n  the or­
der of  50 percent (in a "worst case" 
scenar io)  be im posed during 1 9 79? 

I n  assess ing the data, bear i n  
m in d  t h a t  i t  is based on  t h e  supply 
trends i n  effect pr ior  to the cri s i s .  
Whi le  the  o i l  hoax  co nfronts the  
Europea ns and Japa nese wi th  a 
grave th reat, they are by no means 
wi th out  options, some o f  wh ich are 
ind icated .  Above a l l ,  i t  m ust be 
remem bered that there are powerfu l  
fo rces w i t h i n  the  o i l -p roduc i ng 
co un tries wh ich are opposed to the 
o i l  h oax scenario , and a re open to 
d i rect co l l aborat ion wi th  the affec­
ted advanced sector n at ions .  

Tab le  I (page 22)  shows  total  
1 978 gross crude o i l  imports  for 
twe lve  m aj o r  western Eu ropean 
econom ies, the U . S . ,  Canada,  and 
Japan and percentages imported 
from I ra n .  In addit ion ,  the table l i sts 
the th ree leading oil suppl iers (other 
than  I ran )  fo r each import ing coun­
try and percentages of total i mports . 
C l ear ly , w i t h  the  excep t i o n  o f  
France, a l l  of  the Western European 
countr ies and Japan are m uch more 
h igh ly  dependent on I ran ian o i l  as a 
share of total imports than is the 
U . S .  An even more dramatic con­
trast emerges when we compare th is  
data with figures recent ly publ ished 
by the M o rgan G uaranty newsletter 
" W o r l d  F i n a n c i a l  M a r k e t s "  
showing net o i l  i mports ( inc lud ing 
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oil products) as a percentage of  total energy con­
sumption: France, 60.0 percent; West Germany, 53.3 
percent;  Italy, 68.0 percent;  Japan , 73.4 percent;  Un i ted 
States, 22.0 percent;  United K ingdom,  2 1 .4 percent .  

It  is ,  of course, st i l l  possible that I ranian exports may 
resume previous levels (the Iranian government has an­
nounced that o i l  exports will start up next week, 
although exports levels have not yet been specified) . 
Most European and Japanese co untries have large 
government-held or private stockpi les and,  s ince tankers 
take several weeks to reach their destinations, m ost have 
only begun to be affected by the I ranian shutdown . 
Nevertheless, national o i l  compan ies have been scram­
bl ing to nail down addit ional suppl ies from other coun­
tries, such as I raq,  Venezuela,  and N igeria, and, i n  some 
cases ,  have been forced to resort to the spot oi l  markets 
where crude oi l  i s  sel l ing at wel l over $20 a barrel . 
Japanese stockpi les are already being run down and the 
French government has had to impose l imited con­
servation measures . 

The impact of a second genera lized OPEC crude 
pri ce hike this year i s  potential ly much more ser ious .  
Table I I  (page 2 3) provides a rough esti mate of how 
trade balances of major  Western economies wou ld be ef­
fected in the event of a 50 percent price hike to level s 
close to those presently preva i l ing on the spot market 
(that is ,  from $ 1 2.70 per barrel of Saudi ligh t crude at 
the end of 1 978  to $ 1 9.00). Assuming oi l  im port volumes 
remain the same, a price hike of this magn itude would 
add a whopping $60 bil l ion to the oi l  trade deficits of 
the twelve European economies, the U . S . ,  Canada, and 
Japan !  This does not even take into account the effect 
on the oi l  b i l l s  of the non-oi l  producing Third World 
countries. 

The sudden imposition of this enormous "tax" on 
the world economy has the fol lowing implications :  First, 
the EMS cou ld be torn asunder as the weaker European 
economies are forced to turn to West Germany and 
Japan for bai l-out funds (even as the German and 
Japanese trade and cu rrent acco unt surpluses are 
dramat ica l l y  reduced) .  Seco nd ,  the  i nd ustr ia l ized 
economies wi l l  be faced with a major contraction in 
their exports as Third World countries are forced to 
slash imports to free up funds for oi l  payments. Third, 
the present "excess l iqu id ity" in the Eurodollar credit  
markets wil l  quickly vanish as European and Third 
World countries compete for funds to cover the in­
creased oil  tab.  A n  isolated default or bank ruptcy, as in 
the 1 974 Herstatt crisis, could · then provoke an un­
raveling of the entire Euromarket structure. Under these 
circumstances, long-term development lending to the 
Third World, the core of the EMS program,  would be 
nearly impossible. 

Qui bono? 
At the same time, the strategic posit ion of the Un ited 
K ingdom and its rul ing elite (who are responsible for the 

anti-EMS posture of the U .S .  government) would be 
notab ly  enhanced i n  th i s  "worst-case" scenari o .  
Britain 's North Sea o i l  exports have risen sharply in  re­
cent months and the U K  government intends to achieve 
o il "self-sufficiency" by the end of 1 979.  British oil com­
panies able to charge the extortionate spot market prices 
for much of the North Sea exports, so that Britain 
stands to emerge as a major beneficiary of the oil crisis. 
According to the Feb . 24 issue of the London Econ­
omist, " Britain could shrug off the (I ranian) shortfall 
virtual ly unscathed, and be able to get through 1 979 
without any major shortages . North Sea oil production 
is  bui ld ing up . towards self-sufficiency at a satisfactory 
rate . . .  Two-th i rds  of Britain 's  oi l  needs are already 
being met by the N orth Sea, and the average 600,000 
barrels a day of exports are earning a nice new inflated 
p ri ce . "  Duri ng January, the average daily crude output 
in  Britain ' s  North Sea fields j umped to 1 .46 mill ion 
barrels a day , compared to 1 .3 5  mil l ion in  December, 
and only 885,000 in January 1 978 .  

What  fol lows is a brief summary of  how the Iranian 
shutdown has effected other major economies thus 
far :  

I ranian impact 
Japan: Depending on  oi l  imports for over 73 percent of 
its energy consumption needs , Japan i s  the most 
vul nerable to an o i l  shortage of  any of the major 
econom ies. O il refiners are expected to process 6.9 per­
cen t l es s  crude in the fi rst  quarter than originally p lan­
ned and actual del iveries wi l l  s l ip  2 percent below target. 
The govern ment is permitti ng companies to draw down 
stockpi les to 80 days'  supply in March, compared to 84 
days' hold ings in December and 90.6 days in November. 
France: D uring the last week, oil companies have begun 
to l im it suppl ies of  gas oi l  and home heating oil to 
customers, with Shell del ivering only 85  percent of the 
q uantity suppl ied l ast  year and the French company 
C F P  cutting del iveries 1 3  percent from last year's levels .  
The government o i l  company (Elt) announced on Feb . 
2 3  that it may have to l imi t  del iveries of home fuel oi l  
and gas o i l  to  top-priority customers, such as hospitals,  
c l in ics and school s, as wel l as to contract customers in  
some areas of France. The French government recently 
warned the compan ies that the country's strategic stock­
pi les m ust  remain at the 90 days' level ,  restricted the ex­
port of petroleum products ,  firmed up price cei l ings to 
prevent speculat ion, and ordered companies not to sel l 
more oi l  to large customers than they did last year.  

However, the French shortage may soon be al­
levi ated as a result of a deal negotiated by French 
Foreign Trade Min i ster Deniau with Iraq last week.  
I raq wi l l  a l low France to purchase 25 percent more 
crude oil in 1 979,  or  an addit ional 5 mil l ion tons, which 
should take care of about half  the I ranian shotrfall . 
French President Giscard announced on Feb . 1 6  that 
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the French government would be making top-level 
diplomatic contacts with several Arab oil-exporting 
co untries in the next few weeks to discuss supplies. 
Giscard said he would place the energy problem on the 
agenda for the meeting of EEC ministers in March, 
perhaps indicating that the French government has 
plans underway to avert a disastrous escalation of the 
crisis. 
Germany: Although West Germany is more dependent 
on Iranian oil than France, government officicals say 
they expect no near-term shortages and do not plan con­
servation measures. West Germany has a comfortable 
1 00 days' supply in government reserves and additional 
1 00 days' stockpile in private hands. 
Italy: Government sources say the country has ade­
quate stockpiles and they are more worried about the 

impact of price increases on the country's inflation rate 
and balance of payments. 
Spain: The country lacks firm supply contracts and has 
had to buy up to 20 percent of its oil requirements on the 
spot market, leaving it extremely vulnerable to the 
higher spot prices. The government estimates that by 
J une 30, its gasoline reserves will have fallen to 27 days' 
supply while fuel oil stocks will have dropped to 39 days. 
However, the Spanish government has succeeded in 
lining up additional crude supplies this year from Iraq 
and Venezuela (500,000 tons each.) Spain is also seeking 
additional crude supplies from Mexico independent of 
the proposed l O-year agreement, under which Mexico 
would supply 5 million tons a year starting in 1 980. 

- Alice Shepard 
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B rit i s h  a rra n g i n g confrontation 
Carter gov't extends 'are o f  crisis ' to  Mideast, East Europe 

Behind a smokescreen of Carter Administration "ad­
monitions" to China to cease its invasion of Vietnam, 
the sobering reality is that the Admini stration remains 
committed to a course of confrontation with the Soviet 
Union. That policy is being d ictated and shaped not in 
Washington but London, where British policymakers 
are desperately seeking to salvage the London-centered 
Bretton Woods economic system, and block implemen­
tation of a Eu ropean M onetary System -centered 
Europe- Moscow-Tokyo development bloc. 

British policymakers went "public" with their con­
frontation perspect ive as Survey, the m agazine of the 
Royal Institute for International Affairs, published 
predictions that world war is on the agenda for 1 980, 
and a near-certainty by 1 985. Survey author General 
H ackett went on to warn that President Carter is 
geopolitically weak, and called for his replacement in 
the coming presidential term with a "Republican 
strongman" of the Alexander H aig- H enry Kissinger 
stripe. At the same time he urged, western econom ies 
must be regimented and built up geared for war prepara­
tions, while the Soviet Union is  progressively weakened 
by spreading provocations along its entire border - in­
cluding new destabilizations in Eastern Europe. 

In this context, admonitions of restraint by both the 
Carter Adm inistration and British Prime M inister 
Callaghan to the Chinese (Callaghan Fxpressed concern 
in a BBC interview that the Soviets might launch a 
preemptive strike against China, because of Soviet per­
ception that "the NATO countries" are in a bloc with 
Teng) are properly taken as an attempt to restrict the 
Sino-Vietnamese conflict to a level below the threshold 
of Soviet intervention, or, to at least restrict Soviet inter­
vent ion to a level which wo uld not decisively knock out 
the "China card . "  

With the Chinese confl ict "controlled" o n  the 
USSR's eastern front, London and Washington 
strategi sts are shi fting thei r focus to the Middle East, 
and the renewed "Camp David" push for an anti-USSR 
military bloc in the region (see ENERGY). And other 
"limited conflicts" designed to weaken the Soviet 
posture globally are being prepared in Africa and 
Eastern Europe . 

Overall, the operative London-Washington strategy 
is to progressively weaken the Soviets in controlled, 

step-wise escalation so that by 1 98 5  the Anglo-American 
axis can decisively confront Soviet power with limited 
risk that the Soviets could effectively respond. 

Elements of the scenario 
Analysts point to the following components of the 
Anglo-U.S.  confrontation policy: 

* The d e c i s i o n to s e n d  T re a s u ry S e c r e t a ry 
Blumenthal to Pek ing for 1 1  days was - contrary to 
all published reports - expressly to buy time for 
Peking .  Washington and London are gambling that 
Moscow will hesitate to attack China so long as a 
U . S .  cabinet offic ial i s  in the co untry . The 
s im ult aneo us Pek ing vis its  of . Brit ish Ind ustry 
Minister Eric Varley and British EC official Roy 
Jenkins fall in the same category. 
* Warnings by such spokesmen as General Alexander 
H aig (to San Francisco's Commonwealth Club, to 
the Senate Armed Services Committee, and in private 
conference with Zbigniew Brzezinski)  that "we can­
n o t  a ffo r d  t o  i g n o r e  R u s s i a n a c t i v i t i e s  i n  
Afghanistan, South Yemen, Angola, Ethiopia, and 
Vietnam . "  Similar warnings have been uttered by 
high-level Anglo-American policymaker Fritz 
K raemer (see page 27) and by Kraemer's protege 
Henry Kissinger . 
* Mootings by the State Department, by M arshall 
Shulman (Secretary of State Vance's personal advisor 
on Soviet policy and, like Vance himself, an !l,dmitted 
disciple of arch "Soviet handler" Averell H arriman), 
and by General H ackett's Survey article, of 
destabilizations in Eastern Europe. H ackett and 
Shulman predicted that Poland would be "the next 
Czechoslovak ia," while State Department sources 
have for months been speaking of an upcoming 
" Balk an" cris is  var iously involving H u ngary, 
Romania, Yugoslavia, etc . The complete conformity 
of the Bri tish m ilitary, the RIIA, and Harriman 
proteges Vance and Shulman to the commitment to 
the more "Czechoslovakia's" blows the myth of the 
so-cal led "Vance-Brzezinsk i" spli t .  
* Bombing of  Soviet-allied Angola by Britain's 
African client, Rhodesia .  
* Declarations by Haig that NATO m ust prepare to 
fight a "lim ited nuclear war" in Europe . 
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* Transparent U.S . and Brit ish efforts to bludgeon 
Europe and Japan i nto acquiescence to the confron­
tationist approach using the threat of o i l  supply cut­
backs . The Europeans are furious at these th reats; the 
Soviets  are monitoring European response with con­
cern.  

Chicken game 
I n  sum,  as Kraemer states in an interview appearing ex­
clusively in  this publ icat ion,  Washington and London 
are back  to thei r old game of  thermonuclear "chicken" 
with the Sov iets , the " M utt and Jeff '  po licy o ut l ined by 
Gordon Deane in dictating Henry K issi nger's 1 957 
Nuclear Weapons and Foreign Policy , the Herman Kahn 
"escalation ladder" scenario , the 1 975  Sch lesinger 
" l imited nuclear war" doctrine (for  which Sch lesinger 
was fired by President Ford) , and now reco ined the "arc 
of crisis" policy by Kiss inger and Zbign iew Brzezinsk i .  

Anglo-American pol icymakers are taking several 
gambles . 

First , the Soviets have never p layed by the "rules" 
outl ined in  the " l imited nuclear war" scenario , and are 
not doi ng so now .  The Soviets  are seek ing to avo id war, 
and they are dangl ing the prospect of  a profitable U .S.­
USSR trade package along the l ines of the Schmidt­
Brezhnev accords signed last M ay as an alternative to 
conflict. The proposal was floated in  the Journal of 
Commerce this week .  

Sh u lma n :  Soviets to 
face · mo re c r i ses 

In a briefing to regional reporters Feb. 2 1 ,  Marshall Shul­
man, Secretary of State Cyrus Vance 's personal advisor 
on Soviet affairs and hitherto a prominent spokesman for 
detente within the A dministration , declared that the Soviet 
Union will face severe internal difficulties in making the 
transi.tion from the Brezhnev leadership, and that the 
Soviets will Qt the same time face troubles in Eastern 
Europe, where nations , particularly Poland, are looking 
for an alternative model to the Soviet Union. He forecast 
"mixed" U. S. relations with the Soviets. Excerpts from 
the briefing follow: 

We shou ld not interpret recent Soviet activity as the 
result  of aggressive thrusts of  the Soviet Un ion  b ut as 
the result of turbulence in  the i nternational terrain .  We 
are going to have a mixed relationship with the Soviet 

I f  they are forced to respond mi l itarily, the Soviets 
have two options. First, a n uclear counterforce strike to 
"take out" the Chinese and humi l iate London, Carter, 
et al. Such an option real istically could include, as 
K raemer admits ,  Soviet replacement of the Teng 
leadership with a more pro-Soviet leadership in Peking. 
Should NATO intervene on the side of China,  the only 
Soviet option i s  total A BC thermonuclear war, targeting 
U . S. industrial and population centers as the primary 
first target. 

Second,  is China wi l l ing to play the "China card"? 
Although their fortunes are more tied to the British than 
the Chinese probably ever thought they would be, the 
Chinese strategy has always been to embroil NA TO 
directly in  a confl ict with the Soviets - the "America 
card." It is no secret that some Chinese strategists 
bel ieve that China could emerge the "victor" from a 
U.S.-Soviet nuclear war, by virtue of its vast population. 
Some analysts see Chinese V ice-Premier Teng's taunt 
that President Carter i s  afraid to confront the Soviets as 
an ind ication that China m ight not hesitate to provoke 
such a conflict, rather than be a chesspiece i n  a broader, 
London-run scenario. As the Soviet government re­
peatedly and precisely singles out London and Wash­
i ngton as responsib le for en dangering world peace, the 
question is, who's fool ing whom? 

-Paul Amest 

Union for a long t ime. O ur efforts have been concerned 
with reducing the chance of war ... . Although there are 
tacit un derstandings related to local conflicts ... in 1 973 
we came dangerously close in the Middle East war. We 
see Angola in the Eth iopian war. That's the way things 
are and w i l l  be. There w i l l  not be war, but there wi l l  not 
be a coi ncidence of i nterest. 

I am total ly opposed to l inkage. SA LT is not a prize. 
The Sovi ets  have severe do mest ic econ omic  

p roblems, l ow  p roduct iv ity, and  problems with low 
tech no logy. They have problems with national ities . 
They have problem s with Eastern Europe, and are l ikely 
to face another Czechoslovakia in the near future. They 
are having problems with China. The Soviet U nion has 
not become a model for any other nat ion. They are not a 
gu ide fo r economic development. 

(On the wa r in Indoch ina.) "We took a strong posi­
tion opposed to acts of  aggression by V ietnam. We don't 
k now what the Soviet involvement was in the invasion 
of Cambodia. We are qu i te concerned about the Chinese 
invasion ... and seek to avo id expanding confl ict. We wi l l  
go ahead with normalizat ion of Chinese relations ,  but 
further int imacy could be impaired by the war ."  
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K ra e m e r : Te n g  the  
h e ro of o u r t i m e  

The follo wing (lYe highlights from a Feb. 25 interview with 
Fritz Kraemer, the man the New York Times recently ad­
mitted "test-tube creaJed" Henry Kissinger. The interview 
with Kraenl(!r --:- � self-styled oligarch who was for 30 
years an advisor: to the Defense and State Departments -
is revealing �ot only for the reason that Kraemer admits to 
a personal role if/ the Chinese attack and in efforts to sub­
vert European. opposition to the A nglo-A merican bloc and 
the playing ()f the ' : China card, " but because he also spells 
out the suJcidal "chicken game "  strategy which is guiding 
A nglo- U S. policy (oward the Soviet Union . Kraemer 's 
view of ihat poliry is encapsulated in the slogan he boasts 
was up on the wall. above his desk at the State Depart-

, . .  ' ,  

EXCLUSIVE 

ment:  " The tragedy of our time may b e  that World War 
III was never fought . " 

Q :  Mr. Kraemer, how do you evaluate the military situa­
tion in Southeast A sia and the danger ofa wider war, even 
a general nuclear war, if the Soviets intervene? 
Kraemer: Wel l ,  I see the Chinese invasion of Vietnam as 
a bri l l iant and bold stroke. Before the Chinese launched 
the offensive I went into the Pentagon for consultations  
about mi l itary plan n ing. This is a careful ly calculated 
mi l itary and pol i ti cal operation. China does not plan to 
move on Hanoi or anyth ing l ike  that - the gameplan i s  
to penetrate abo ut 20  miles ins ide V ietnamese terri tory. 
I don't  expect the Soviets to intervene because of  
Brezhney. ' We 'have plenty of t ime. M aybe i f  there was  a 
young ; a  vigor�us 5 5-year-old man i n  the Soviet leader­
ship they would move on China. But ,  Brezhnev wants 
SA LT 'too' much and detente - that is the calculation. 

Of cou rse, if I were i n  the leadership of  the Soviet 
Union ,  I would launch an invasion of China with the 
object of tak ing Pek ing and establ ishing a pro-Soviet 
government that could rule part of China. All that talk 
about the trouble Japan had in fighting on the Asian 
mainland d uring 'the Second World War is  a bunch of  
hogwash. It could be done. Just look  a t  the  map. A 
three-pronged ' a'ssault - M anchuria,  M ongol ia ,  and 
take Singkiang. There are plenty of pro-Soviet mi l itary 

and party people who would col laborate with the new 
Peking regime - and a lot of m i l itary men would go 
along j ust to get thei r hands on  sophisticated Soviet 
m i l itary equipment for China. The Chinese government 
would be forced on the defensive and a long and bloody 
war against the Soviet puppet regime would ensue. But, 
I th ink  the Soviets could entrench themselves. 

You know,  Teng is  one of the greatest men in the 
world. What courage. What honor. What boldness. 
What a profo und  strategic mind. A great man,  wi I I ing to 
take risks. H istory is made by men willing to take risks. 
I f  on ly we had a President of the Uni ted States. l ike 
Teng. I bel ieve there is more character and fortitude i n  
the  Chinese, white and  red , than any  other people in the 
world - they ' I 1  stand up to Vietnllm and the Russians. 
Q :  Mr. Kraemer, do you believe the Europeans will sup­
port the British and U s. position on China 's war against 
Vietnam or will they break?  What dd you make of Apers 
visit to the U S. ?  (see E UR O PE) 
Kraemer: The Apel vis it  i s  curious,  isn't i t? Damn the 
left-wing Social Democrats l ike Ehmke; Wehner,  and 
that m iserable in teI lectual Egon Bahr. And,  now we're 
los ing Schmidt and the right-wing Social Democrats 
too. They're accommodating to the Russians, ac­
commodati ng , accommodating, soon they ' I 1  be l iv ing 
under a red flag. A nd Giscard in France, he's clever but 
n ot brave. Alexander H aig is in  town , you know, he's 
the real hope now. A man of character. An aristocratic 
cast, not l i ke the miserable bourgeois merchants. Sharp 
and deep mind. Real honor. N ot easi ly dazzled by what 
others say. He stands up to Soviet total itarianism with 
principle. So does Jay Lovestone, a real unsung hero of 
our t imes. Jay n ever gives an inch to the Soviets.) used 
to have a s ign above my desk when I was in the govern­
men t  that was weIl -known within the State Department 
an d the Pentagon. I t  lays the issue on the l ine: "The 
tragedy of  our time may be that World War I I I  was 
never  fought." 

. 

March 6 - March 1 2, ' 1 979 EXECUTIVE INTELLIGEN CE REVIEW International 27 



C h i n a  esca l a tes,  
d i sco u n ts Soviets 

The invading Ch inese armi es h ave w idened the i r  a ttack 
upon V ietnam with a mass ive b ui ldup and assault  on 
V ietnamese posit ions al l  a long the border and a Ch inese 
t roop concentrat ion on the Laot ian border .  The fight­
i ng at several key po in ts ,  part icular ly the strategic city of  
Lang Son which controls a major  h ighway i n tersection ,  
i s  fierce, w i th  i ntense art i l lery fire from both  s ides . The  
l ates t  repo rts indica te that the C h inese forces a re  now 
ready, after days of  rei n fo rcement o f  thei r troops and 
cont inuous pressure on V ietnamese pos i t ions ,  to launch 
the next major  wave of attack ,  su rp assi ng i n  sca le  the in ­
i t ia l  assaults .  

The V ietnamese  Ambassador in Japan to ld news­
men there Feb . 28 that, accord i ng to the ir  i n te l l igence 
repo rts, the Chinese are prepar ing another " large 
aggressi o n . "  He warned that  the Ch inese wo u ld  face a 

Ten g  says Carter is 
afra id of the Soviets 
According to reports carri ed in the New York 
Ti mes, Chinese Premier Teng H siao-ping to ld  
A me ri c a n  r e p o r t e r s  a c c o m p a n y i n g  v i s i t i n g 
Treasury Secretary B l u mentha l  that  the d i fference 
between h i msel f and the America n  l eadersh ip  is 
that he  and o th er Ch inese l eaders are n ot afra id of 
the Soviet U n ion . 

Reporters had asked M r .  Teng about  the r i sks  
of Soviet in terven t ion and the concern expressed 
by the Carter Admin istrat ion an d other Western 
governments . " Both the Cuba of  the O rient  (V iet­
n am )  and the Cuba of  the West," sa id Teng,  "seem 
to be em bo ldened by the so-ca l l ed tremendous 
back ing force beh i nd them . Now,  some people in  
the world are afraid o f  o ffend ing them.  Even i f  
they do someth ing terr ib le ,  these people wou ldn ' t  
dare to take act ion aga inst them . I t ' s  a quest i on of 
be ing afraid of them ."  

Teng cont inued:  "We est imate tha t  t he  Soviet 
U n ion w i l l  not  take too big an acti on . I f  they 
should real ly come ,  there is n oth ing  we can do 
about i t .  We are  prepared aga i n st them . . . .  " 

"total  m i l i tary counterstri ke" i n  response to such an at­
t ac k .  The V ietnamese l eadership emerged from a spec ia l  
meet i ng yesterday i n  H ano i  and declared once agai n  
t h a t  Ch inese offers to "negot iate" after hav ing occupied 
large sect ions  of  V ietnamese territory were comple.tely 
rejected - they told Pek ing that , there would be no 
"negot iat ions" so long as one si ng le Chi nese soldier 
rema ined on Vietnamese so i l  and that every l ast  Chinese 
wo u ld  be dr iven out .  

Defy ing wor ld  op in ion  and the cont inued warnings 
of the Soviet U n ion to withdraw thei r i n vaders "before 
it is too late," Ch inese V ice-Premier ·  Teng Hs iao-ping 
told A m erican reporters accompanying Treasury Secre­
tary B lumen thal  i n  Ch ina  that  Peki ng is not  afra id  of the 
Sov iet U n ion and made it  clear that h e  thinks the U . S .  
i s .  Teng sa id :  " Both the Cuba  of the  Orient (referring to  
V ietnam) and the Cuba  of  the West seem to be  embold­
ened by the so-ca l led tremendous back ing force behind  
them.  N ow some people i n  the wor ld  are afraid of  
o ffend i ng them ( i .e . ,  the Soviet U nion) .  Even if  they do  
someth ing terr ib le ,  these people wou ldn ' t  dare to take  
actio n against  them . I t ' s  a quest ion of  being afra id of  
them ."  

Teng dared the Soviet U nion to act  i n  defense of i t s  
a l l ies i n  V ietnam wh i l e  try ing to encourage American 
i l l us ions  that the war i n  I ndoch ina  w i l l  be " l im ited . "  
Teng aga in  to ld  reporters when asked about Soviet 
m i l i tary i n tervent ion :  "We estimate that the Soviet Un­
ion  w i l l  not  t ake  too  b ig  an  action .  I f  they shou ld  real ly 
come, there i s  noth i ng we can do about it .  We are pre­
pared aga inst them . I t h i nk  our  action is l im ited, and i t  
w i l l  not  g ive  r ise to a very b ig  event ."  

Teng's remarks h ave been depicted as a response to a 
n ote from Pres ident Carter to the Chinese urg ing them 
to have restraint in their i nvas ion and to withdraw . This  
does not reflect any change i n  the U.S .  back ing for 
Ch i na's  "pun ishment" of Vietnam;  the official  stand of 
t he U .S .  remains  a "neu tral ity" which j ust ifies Chinese 
act ion  as a response to V ietnamese act ions. i n, help ing to 
topple the Ch inese c l ient  reg ime in Cambodiail Rather it 
ind icates a growing fear in Washington that Ch inese 
assurances of  a " l im i ted" war that would n0t run the 
r i sk  of  Soviet m i l itary action may not be trustworthy 
and that Wash i ngton has gone too far in open ly 
provok i ng the Soviet U n io n  by their  al l i ance with 
Pek ing .  

T h e  Soviet U n ion warns  a g a i n  
The Soviet U n i o n ,  fo r i ts part ,  aga in  made it clear that 
Wash i ngton ' s  soft words i n  Teng' s, ear do not change 
anything - the fact rema ins  that ,  i n  the Soviet view, the 
U . S .  and Br i ta in  have been total ly i-n col lus ion with 
Pek ing ,  and have put  the Soviet  Union i n  a posit ion 
where defense of  the very existence of the Soviet U nion 
in  face o f  a N ATO- Pek ing  "encirclement; ' i s  the issue 
before the world .  In a 2 ,OOO-offic ia l  TASS statement 
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printed Feb. 27 in the Soviet party dai ly Pravda, the 
Soviets declared that China has refused to l isten to "the 
voice of reason" and m ust now withdraw its troops from 
V ietnam "quick ly." 

The target of the Soviet statement,  however, was not 
Pek ing So much as Washington and London. The s tate­
ment compares the present act ions of  these powers to­
day in  arming Peking to their 1 930s backing for 
Japanese aggression against China,  and to N azi Ger­
many's intervention i nto Spain in support of the fascists. 
The statement makes it clear that th is  t ime,  the Soviet 
Union wi ll not wai t for an i nvasion of Soviet territory. 

The Soviets  warn : "Those who today hope to warm 
themselves by its flames (referring to the China-Viet­
nam war) rashly risk being the next victim of  the 
aggressor and his adventuristic pol icy." The Soviet 
finger is then pointed in the appropriate direct ion :  "The 
ambivalent stand taken by the U.S. rul ing circles in  the 
face of  China's , open threats against V ietnam has ,  as a 
matter of fact, contributed to Peking's openly taking the 
wa rpath." 

u .  S .  wa rsh i ps o n  the prowl i n  Asia 
Soviet warnings come as the Carter Administrat ion,  
with publ ic  backing from British Pr ime M i nister 
Cal laghan , deploys i ts forces in a clear threat to Vietnam 
and the Soviets. U.S. warships have been dispatched 
into the region , with the carrier Constellation leaving i ts 
base in the Ph il ippines to jo in a U.S. squadron a lready 
off the coast of Vietn am in the South China Sea. U.S. 
sh ips are provocatively shadowi ng Soviet naval vessels 
in the same area. At the same time, the U.S. carrier 

Midway has left its base in Japan to participate in 
mi l itary exerci ses, "Team Spiri t  79" being conducted in 
South K orea with the South Korean armed forces. U.S. 
reconnai ssance planes have been making overfl ights of 
the batt le zone in  V ietnam as well. 

On the ground in V ietnam the Chinese have hit  hard 
in several areas , with some 300,000 Chinese troops 
already i nside V ietnam and more ·pouring into staging 
areas j ust across the border. A lready there are more 
Chinese combat soldiers engaged against Vietnam than 
at any s ingle point  d uring the height of the U.S. war 
against V ietnam. The Chinese have pointed their attacks 
at Lang Son,  now evacuated of a l l  civi l ians by the Viet­
namese, with an obvious Chinese attempt to place maxi­
mum manpower and firepower on that point to break 
through Vietnamese defense l ines. Other Chinese 
assaults have been mounted on the pr0vincial capital of 
Cao Bang to the northwest, in the Lao Cai region 
farther west (the capital of Lao Cai is  already captured) ,  
and in  the coastal province of Qua Ninh. There has also 
been a movement of Chinese troops through Laos in the 
west i nto northwest Vietnam in the area of the province 
of Lai Chau,  which includes the famous val ley of Dien 
Bien Phu. 

The V ietnamese have been fighting toughly at a l l  
points ,  i nfl icting Chinese casualties of 20,000 k i lled or 
wounded, and 300 tanks and armoured veh icles put out 
of act ion. Vietnamese diplomatic sources have stressed 
that something big is  the offing, saying "remember Dien 
Bien Phu." 

-Daniel Sneider 

C hina is ready fo r the IMF a nd wa r 
In an illterl'iew with the President of Japan 's Kyodo 
ne il's serl'ice Feb. 2 7, Chinese Vice- Premier Teng 
Hsiao-piJlg . declared China '.I' immediate willingness to 

join thei :tn./.elll.lational Monetary Fund, and refused to 
dis('()ullf lI'ar ll 'ith the Soviet Union as a short-term out­
comB ol his nation '.I' invasion of Vietnam. Excerpts of 
Tel1g �s remarks follo ll' . 

r ' , 

fhere wil l  be no hitch on China's part in jo in ing the 
I M F, i f  the Taiwan i ssue is settled .... 

Foreign govern ments possess basic data about 
China's economy ( in accord with I M F  requirements; 
China does ;not make data publ ic ..:.... ed.). They have 
ca lculated our output of gra ins and our pop Ulat ion 
... (Their- calcu lations are) not far wrong .... 

We wh ol,ehearted ly welcome the proposal made 
at the UN Security Counci l  by the Un ited States, 
Japan and two other nations cal l ing for a pUl lout of 
China's troops from Vietnam and V ietnam's  from 

Cambodia .... We be l ieve that our pUnI tI ve action 
against V ietn am wil l  come to an end in  less than the 
33  days req uired to settle the Si no- India border trou­
ble ... 

We had considered certain r isks i n  making the 
decision (to take mi l i tary action , against Vietnam) 
and had made s ufficient preparations . .. 

I expect these r isks (Soviet intervention - ed.) 
wi l l  be averted , a lthough they cannot completely be 
d iscounted ... 

We would not m ind mi l i tary achievements. But 
our objective is a l im ited one ... 

(Soviet fo rces) in the north are perhaps I mi l l ion 
men , but the R ussian deployment is rather sparse 
along the 7 ,000 k i lometer border . .. 

If we are afraid of that, other people would th ink 
we are soft. When we m ade up our mind,  we kind of 
thought, " Let' s  see for ourselves if the Chinese had a 
nervo us breakdown ... " 
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C h i n a  vu l n e ra b l e  to 
Viet-Soviet atta ck  

The ch aracter ization of the Chinese i nvasion o f  Vietnam 
as a " l im ited pun itive act ion" is as  absurd as i t  i s  a cri­
minal ly dangero us assessment,  in  a mi l i tary s ituation 
that cou ld  bring the world to thermon uclear war .  The 
Soviet Un ion ,  Cuba,  and V ietnam have publ ic ly defined 
the Chinese invas ion as a rep lay of  the N azi invas ion of  
Poland i n  1 9 39 and a prelude to  a war against the  Soviet 
Union . 

As the N azis were backed by assurances from the 
Brit ish ,  the Chinese are acting with the back ing of  the 
A ng lo-American a l l iance as part of  a g lobal  p lan .  
Therefore, the  V ietn amese fro nt is being vi ewed by the  
Soviets  i n  terms of  global strategic ca lcul atio ns :  i t  m ust 
be assumed that every Vietnamese m il itary move down 
to the tactical dep loyments is being determined on that 
basis .  

Soviet strateg ists at Red Army headquarters in 
M oscow studyi ng their maps see the Chinese invasion as  
an obvious  attempt to neutral ize the V ietn amese threat 
on thei r southern flank ,  enabl ing troop redeployment to 
the Sov iet front .  A g lance at  the Eurasian m ap wi l l  
revea l the  strategic sign ificance of the  S ink i ang Province 
front with the Soviets . There, there are m ajor  Soviet in­
d ustrial  and mi l itary concentrat ions whi le  on the 
Chinese bo rder there are no populat ion or industrial  
centers but on ly Chinese mi l itary staging areas for con­
ventiona l  and n uc lear capabi l i t ies .  The obvious th reat 
posed to the Soviets in the Si nk iang border area makes i t  
a primary candidate for a Soviet attack .  

MacArthur ,  Giap,  a n d  Y a n g  Te-s h i h  
The Chinese commander,  General Yang Te-sh ih ,  is con­
ducting the V ietn am campaign as  he conducted the 
Korean War th ree decades ago . The strategy invo lved is 
the sacri fic ia l  "human wave" tactics whose effectiveness 
i s  on ly guaranteed by the assurances that Chinese stag­
ing areas are secured from enemy attack . In Korea , 
H arry Truman covered Yang's  flank  by not a l lowing 
General M acArthur to attack those staging areas . 

Vietnam's  General Giap,  being i n  the same tradit ion 
as General Tukhachevsky of  the Red Army and General 
Douglas M acArth ur of the U . S .  Army, i s  pursuing an 
offensive strategy that ,  in avo iding frontal  assaults ,  
seeks the strategic mobi l i ty afforded by outflanking and 
enveloping h is  enemy.  U n l ike M acArth ur, Giap has no  
Harrv Trumans i n  H anoi  or  M oscow.  

The Chinese i nvaders crossed at four or  five major 
points ,  but the topography of the border areas defines 

the so-cal led " Friendship Pass" at Dong Dang in  Lang 
Son provi nce, and M ong Cai ,  a long the coast, as the 
crucia l  areas , the traditional  invasion routes over the 
centuries .  (The l ast such Chinese i nvasion several hun­
dred years ago fai led miserab ly,  with the Chinese suf­
fering 300,000 casualt ies . )  On the Chinese side of the 
border at these points are a dense communications and 
logistical i n frastructure . General Yang, as . in Korea, i s  
recklessly counting on the immun ity of these areas from 
enemy attack ,  as a resu lt of  China 's  "American card" 
protection .  

This Chinese dep loyment was  known well before­
hand by the V ietnamese as a result of carefu l  moni­
toring of  the border s ituation over a period of a year, 
and most intensely over the past several weeks .  On the 
ground Giap aims at employing th� same strategy he 
employed at Dien Bien Phu against the French ,  and in 
the 1 975 spr ing offensive in South V ietnam:  draw his 
enemy out at a battlefie ld of  h is  own choosing, creating 
the con dit ions for effectively outflank ing ,  enveloping, 
and eventual ly destroying the enemy forces . 

With reports of thousands of fresh Chinese troops 
pouring through the two main points ,  the knocking out 
of the staging areas i nside China wil l become crucia l  for 
the V ietnamese .  Despite the superiority of V ietnamese 
M ig-23s an d captured U .S . -made aircraft, the Viet­
namese have no  strategic bombing capabi l ity, and no 
amphibious capabi l ity to use in a replay of General 
MacArthur's operat ions at lchon during the Korean 
War, a high ly successfu l  amph ibious landing beh ind 
N orth Korea n l ines .  Moreover, despite the fact that the 
V ietn amese have superior weaponry, they lack an in­
depth capabi l i ty in term s of experienced cadre to carry 
o ut a protracted war, especia l ly up against the "human 
wave" tactics o f  the Chi nese. Moreover, the continued 
unstable s ituation in Cambodia could leave that V iet­
namese flank vul nerable .  

I f  the C h i n ese stay . . .  
I f the Ch i nese do not withdraw , the only option 
becomes direct Soviet in tervent ion , eit6�r· a d.Jrect strike 
at the Ch inese staging areas or some other appropriate 
target or combi nation of targets in China .  The Soviets 
are stead i ly beefing up their naval presence in th.c region .  

Fight ing on  the ir  own terri tory, the Vi.etn amese 
nevertheless are giving the Chi nese a bloody nose.  The 
Chinese have su ffered 8 ,000 casualties and have had 
over 1 00 of their tanks  knocked o ut as a result of 
s k i l l fu l ly effected V ietn amese enc ircl ing tactics . 

But as the Ch inese commit more and more troops in  
the hope of ga in ing the in itiativ� , . they wi li  only be  
l owering the  threshold for a major SOv.ie;t i ntervention .  
The  general s of  Pek ing shou ld  heed Soviet warn ings: 
" H an ds off Vietnam ."  

- Dean Andromidas 
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C h i na i n  Asia : 
• b l i n d  agg ress ion  

Throughout the postwar period i t  has been the policy of 
the Brit ish o ligarchy and related policymaking circles in 
the U.S : to groom China as a "second front" force 
against the Soviet Union. That policy, now k nown as 
"playing the China card," has been a consistent policy 
starti ng from the installation of Mao's government in 
1 949 , i t  was the reason that the British supported M ao's 
Party prior to that point, and in fact is only a slight re­
vi sion of the same geopolitical doctrine which led the 
British to back Japan in the Russo-Japanese war of 
1 904-5. 

China's own policy in the postwar period has been 
based on the "Great Han" vision of dominating Asia 
from Pak istan to Japan; i t  has also been Chinese policy 
to "play the Anglo-American" card - to provoke 
NATO and Wars.aw Pact forces into mutual thermo­
nuclear annihi lation. "Great Han Chauvin ism" is no 
mere epithet i n  the mouthll of China's neighbors; but an 
accurate description of Chinese policy. 

The fol lowing grid summarily exhibits th is Chinese 
pol icy during the period fol lowing World War I I. 

1950, Korea: The mass sacrifice of raw recruits in a 
"human wave" assault \, first exhibited to the world by 
Chinese commander Yang Te-shih (current Vietnam in­
vasion commander) in China's surprise attack on Uni­
Nations forces. British-advised President Truman denies 
General MacArthur permission to strike vulnerable in­
vasion stagiilg areas inside China. British triple-agent 
K im Phi lby,  'the.n British Embassy first secretary in  
Washriig'ton , p�sSes U .S. military secrets to the Chinese. 
195 1 : Cllinese troops take over Tibet . 

1954, Geneva Co.,ferenee " •• ochina : China, invited on 
the insistence of British Foreign Minister Anthony 
Eden, t Hi thus granted the same great-power stature as 
the U : S. and Sovie! Union at a maj or international con­
ference.' Eden planMd an Asia reduced to China's 
sphere of  influence, freeing France and the U.S. to con-
centrate ol'\' NATO. 

. 

1957, November : Soviet Union concl udes China should 
not be given n'uclear weapons, after M ao delivers speech 
in Moscow citing the "sputnik" as proof that "the East" 
could defeat '' 'the West" in a nuclear war. M ao said that 
half of \humani� would die. but the survivors would be 
"socialist." . 
1958, May-Sept. ; After two months of mil itary planning 
sessions, China threatens National ist-held is lands 
(Quemoy, Matsu) in Taiwan straits. Campaign is post-

poned after Khrushchev visits Pek ing. I n  A ugust, China 
begins bombardment of is lands. U.S. 7th Fleet moves 
into Taiwan Straits. Soviets refuse to support China, 
reach accord with the U.S. 
1959, Tibet: Several Chinese divis ions move into Tibet 
to suppress revolt. I ndia denounces action as threat to 
her security. 
1962, Sino-Indian War: From i l legally occupied Aksai­
China (Kashmir) ,  Chinese strike northeast India and 
Kashmi r  border region. As i n  Vietnam today, China 
complained of I ndian "mistreatment" of overseas 
Chinese (opium financiers and wholesalers) prior to in­
vasion. 
1965, Indonesia: Britain plans to create M alaysia out of 
former colonies, as a Chinese puppet state (through 
expatriate fin ancial power) neighboring I ndonesia. In­
donesian mi l itary denounces scheme. Pro-Chinese Com­
munist Party attempts coup in Indonesia, resulting in  a 
major  b loodbath. 
1965, Teng in Hanoi: D uring a state visit to Hanoi ,  Teng 
Hsiao-ping demands that the V ietnamese cut all ties 
with the Soviet Union ,  promising Chinese aid. V ietnam 
refuses. 
1 969, Sino-Soviet Border War: China launches surprise 
attack on Soviet territorial i sland in  the Ussuri River. 
Sov iet s  counterattack. Q ua l i fi ed observers agree 
Chinese attack  was unprovoked. 
197 1 : China backs and arms Pak istani mi l i tary govern­
ment in war of extermination against Bangladesh, and 
threatens India with retal iation for in terven ing. 
1972, Paris peace talks: Talks to end the war in  Vietnam 
are marred by what Japanese reports indicate is  U.S. 
National Security Advisor Henry Kiss inger's i ntent to 
have China take over Indochina. Japanese press said a 
K issinger secret deal wi th Chou En-lai  involved U.S. 
withdrawal from Taiwan in return for Chinese support 
of  U.S. presence in V ietnam,  and establ ishment of pro­
Chinese governments in  both South Vietnam and Cam­
bodia. 
1974, Paracell Islands: The Chinese army seizes the 
Paracel l is lands from Vietnam; the nearby U.S. 7th F leet 
takes no action. 
1975, Khmer Rouge takeover in Cambodia: Pol Pot­
Chinese government beg ins  immediate border i ncur­
s ions against Vietnam. Domestic pol icy results in  death 
of 3 ,000,000 Cambodians by 1 979; thousands of Chinese 
"advisors" an d troops take up residence in Cambodia. 
1 978 : Cambodia severs diplomatic relations with Viet­
nam ,  and escalates border attacks. In M arch, China cuts 
aid to V ietnam and esca lates border attacks. 
1979 : Vietn am preempts China's  "two-front" invasion 
plan by movi ng into Cambodia in force to back the 
K ampuchean l iberation forces, toppl ing the Pol Pot 
regime,  tak ing  1 0,000 Chinese troops prisoner. 
Jan.-Feb. 1979 : Teng H siao-p ing pays 8-day state visit to 
Un ited States, denounci ng Soviet Union and V ietnam 
repeated ly. On February 1 7 ,  China in vades V ietnam. 
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( EUROPE 

E u rope says no to C h i n a ca rd 
Giscard reemphasizes role o f  European Monetary System 

The initially balanced statements from Europe, 
criticizing China's invasion of Vietnam and, in turn, 
Vietnam's disputes with Cambodia, have evolved into 
strong criticism of Chinese aggression. On Feb. 27, the 
European press broke the story that Chinese aggression 
against Vietnam had led in Western Europe to a shar­
pening of those factional alignments already deepening 
prior to the current crisis. 

As identified by Italy's Corriere della Sera, acute 
"tension" has developed between France and West Ger­
many on the one side and Great Britain and the U.S. on 
the other, with the dividing line being the issue of rela­
tions with the Soviet Union and related questions of in­
ternational economic policy. It is in this context that 
French President Giscard has again pushed formation 
of the European M onetary System to the forefront of 
the diplomatic agenda (see below). 

France's former defense minister and diplomat 
Georges Gorse in an authoritative article in Le Monde 
Feb. 26 detailed the French point of view. First, Gorse 
praises the Vietnamese for aiding the Cambodian people 
to "finally free" them selves from the "abominable 
regime" of Pol Pot, dismissing the contentions of China, 
the U.s. and Britain which have pretended to equate the 
Chinese invasion of Vietnam with the liberation of Cam­
bodia. 

Actions taken by the French government and subse­
quent information have confirmed that the policy view­
point advanced by former Minister Gorse corresponds 
to that of French President Giscard d'Estaing. Further­
more, the West German government of Chancellor 
Helmut Schmidt shares the same policy outlook. 

On Feb. 27, the French publication Lettre de L 'Ex­
pansion published portions of a report authored by 
French intelligence which shattered any mythologies 
about a "limited" Chinese aggression against Vietnam. 
The report evaluated that the Soviet Union would 
retal iate against Peking by unleashing a conflict that 
wo uld have "incalculable consequences" globally. The 
French intelligence report was reviewed by maj or press 
outlets in I taly, such as Corriere della Sera , which con­
cluded correctly that the report echoed the views advan­
ced by Gorse. 

The French government last week i ssued a co m­
munique urging the halting of the aggression (by Peking 

against Vietnam) and withdrawal to the international 
frontiers by the invading forces." Later, on Feb. 24, the 
French ambassador to the United Nations reiterated 
this demand warning against the serious risks of escala­
tion at the Security Council debate and dissociating 
France from the U.S., Chinese and British position. 

West German Chancellor Helmut Schmidt took the 
same position that West Germany, like France, is op­
posed to any obstacle blocking East-West detente. 
Schmidt also stated once again that his government is 
determined not to sell weapons to China. 

Further indication of the Franco-German commit­
ment to preventing World War I I I  came from West Ger­
man Defense Minister Hans ApeJ. Just back from a visit 
to the U.S., Apel diplomatically said that for West Ger­
many, Moscow comes before China. He told the press 
that (because of Washington's current policies), a 
stronger Bonn-Washington axis as the "new backbone 
for N ATO" was impossible as "it would weaken West 
Germany's international position, mainly among the 
Warsaw Pact states. There would be mistrust in the 
East. . .. " 

' F rench  sec ret report 

p red icts Soviet respo n se' 

Sel'eral European puhlicatiolls have reported on a French 
Secret Sen'ice report predicting a f(m'ejill Soviet response 
to the Chinese il1 l'asion 0/ Vietnam. Following are ex­
cerpt.1 o/ the account in Italy 's Corriere della Sera, I..-hich 
appeared Feh. 2 7. 

I t  was a report by the French Secret Service that 
provoked the recent stand by Giscard against China 
and, Friday, the decision to so und the alarm shared by 
German Chancellor Schmidt. This report in fact implies 
a Soviet "response" in the Vietnam-China conflict, and 
an enlargement of his conflict, "with incalculable conse­
quences." In light of this document, Giscard, who a few 
days ear l ier still tho ught a limited conflict was possible, 
quickly judged it opportune to deliver a warning to the 
West on the risks (according to Le Monde) of an "in­
sane gamble on Soviet passivity." 

32 E u rope EXECUTIVE I NT E l L I G E N C E  REVIEW March 6 - March 1 2, 1 979 



1 

I 

, 
, 

r 

Sch m idt:  F ra nce, BRD co n c u r  o n  I ndoch i n a  

In an interview with Corriere della Sera Feb. 26 , West 
German Chancellor Helmut Schmidt discussed the 
nearly operational European Monetary System and its 
role in bringing political stability to Europe. In that 
context ,  the Chancellor commented on the conflict be­
tween China and Vietnam and stated emphatically that 
his government ,  unlike that of fellow European Com­
munity member Britain , would not sell arms to China. 

Q: Mr. Chancellor, a political crisis developed in Italy 
over the question of whether to join the EMS or not. 
Because of that we now are disappointed: can you ex­
plain how a decision of such historical import has been 
eillbroiled in interests which certainly have no historical 
value? 
A :  1 share your disappointment. . . .  1 continue to hope 
that in the course of the coming weeks we can over­
come the difficulties that suddenly emerged in the 
course of the meeting of the agriculture ministers 
shortly before Christmas, around the problem of the 
compensato ry amo unts - a difficulty that today im­
pedes the full functioning of the E M S  . . . .  The curren­
cies are behaving well . They are behaving as if the 
EMS were already functioning. 

Q: Mr. Chancellor, a new war has broken out in 
Southeast Asia. Do you see in this new danger for 
detente? 
A :  1 am worried abo ut the situation. The European 
Community, to which both Italy and the BRD 
belong, has asked France, which is currently holding 
the EEC chairmanship, to express this concern. On 
the other hand 1 don't include myself among those 
who present the situation with exaggerated and 
pessimistic predict ions for the future of the whole 
world. Such a prophecy, once it starts circulating, can 
become self-fulfilling . So far 1 consider only those 

The existence of this secret French report (which was 
supported yesterday by the intensification Of the 
Chinese offensive, and the news of the Soviet ai rlift, is 
revealed by the Leltre de [ 'Expansion of yesterday. Ac­
cording to this sou rce, it also seem� that tension i s  
developing between Paris and London because of  the 
sale of British Harrier planes to Ghina, confirmed in re­
cent days. Giscard (who earlier agreed to negotiate with 
the Chinese on the sale of armo red cars) is in fact con­
vinced that the West must "limit as much as poss ible" 
the sale of arms to China : and in this context a "hard 
li ne" has been taken against London, along with a 
"critical line" towards Washington. 

positions, from East and West, that don't include 
threats of intervention .  

At the end of the recent meeting with President 
Giscard d'Estaing, I indicated three points :  
J .  Between us and France there is agreement of views 
about the attitude to take on the Southeast Asian 
conflict; 
2. We agree also on the fact that each state m ust 
respect the territorial i ntegrity of its neighbors; 
3. Finally we agree - and I explicitly emphasize this 
- that the events in Southeast Asia  m ust present no 
obstacle to the continuation of our policy of detente 
between East and West.  

Q: You also received a letter from Brezhnev. I don ' t  
know if you have replied to i t .  You said, however, that 
the BR D would not furnish arms to the Chinese: among 
all the recipients of Brezhnev's message, you are the 
only one to make such a public commitment. Why? 
A :  1 have already responded to Brezhnev's letter . 
What I said publicly is a foregone conclusion for my 
country. This com mitment goes not only for China, 
but also for the Soviet Union and other states of the 
world. For t o  years we have followed a consistent 
policy, by which we furnish arms and military equip­
ment only to our allies . China is  not our ally and 
therefore we don't sell arms to China, nor to Japan . 

Q: You would refuse to sell even ifit might compromise 
commercial relations? 
A :  yes . . . .  We don't  give arms to Vietnam, to Cam­
bodia, to the African states or to other states . It i s  a 
linear policy, which we have not changed on account 
of M r. Brezhnev's letter . . . .  1 sho uld add that the 
Chinese know of our policy and they have not asked 
us for arms . 

'Ca n't the USSR say 
it's bei ng  enc i rc led? ' 

Georges Gorse, former Minister in the French govern­
ment and now a deputy of the Gaullist party (RPR ), 
argued in Le M onde Feb. 25-26 that China, not the Soviet 
Union . is endangering world peace. He beings his article, 
excerpted below, citing a conversation he had with General 
de Gaulle on this subject. 

. . . De Gaulle told me, somewhat schematically, "the 
USSR and China will one day soon begin feuding: we 
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must do everything so that on  th is  day the Russians con­
sider themselves to be Europeans again . "  . .  . !t i s  evident 
that this affirmation impl ied , in his  thi nking,  the neces­
sity of conceiving the pol icy of detente and cooperation 
with the Soviet U nion which he later implemented . . .  

I wi l l  admit that I a m  concerned t o  see so many peo­
ple rushing towards China ,  which , we are told ,  is  
awaken ing.  But there are several ways of awaken ing .  
Perhaps i t  would have been better t o  wait  a n d  see how 
this great country, whose about-faces have been so 
impressive i n  recent years , evo lves . The reasons for th is  
i nfatuation are obvi ous: for some i t  i s  to get  a p lace on 
this i m mense market . For others, i t 's  a strategic ques­
t ion :  to balance Soviet m i l itary m ight .  M r .  Nixon said it 
on French telev is ion ,  President Carter did not deny it ,  
Teng H siao-ping repeated i t, more aggress ively. I am 
glad to note that the President of the (French) Republic 
has shown a completely d ifferen t concern for balance 
an d caution . 

Certain eminent  specia l i sts ( i t  is easy to pass for a 
"special ist" in France when you talk about a region that 
people don't real ly know anything about . . .  ) affirm that 
China is encircled, or at  least has the feel ing of being en­
circled , which explains and justi fies its reactions or ac­
t ions .  S imple geography" shows that this is not evident .  
Who is enc ircl ing who? . . .  Don't  the Russ ians have the 
righ t, on their  side , to feel encircled? On one side China.  
which is be ing armed, Japan which has signed a treaty 
with China and America, afar.  On the other side, 
Europe, where there i s  every reason to bel ieve that the 
integration wanted by some wi l l  include the mi l itary 
level . . .  

Le Monde:  ' a  wa rn i n g  

from the E lysee' 

Here are excerpts of an analysis of the French reaction to 
China 's invasion of Vietnam as presented by the daily Le 
Monde Feb. 25. 

The affair was discussed at length by M r. Giscard d' Es­
ta ing and M r. Schmidt on Friday in Paris  . . . .  No  joint  
declaration was publ ished ,  but a l i tt le later the Elysee 
defined the French position . 

One could regret the careful language i n  the French 
declarat ion,  which does not cite any country and l imits 
i tsel f to reaffirming genera l principles . . . .  (But) within 
several days the French authorit ies have hardened thei r 
posi ti on towards Pek ing :  . . .  Paris is now impl icit ly con­
demning the Chinese offensive and cal l i ng for a concrete 
measure :  the withdrawa l of Pek ing's t roops . . . .  The 
massive offensive launched by Peki ng constitutes a 
deMented bet on Soviet passivity . . . .  The United States 
contin ues to put Pek ing and Hanoi  on the same footing, 

by putting the Cambodia affair  and the present crisis on 
the same footing.  

One can also not forget that one of the great dif­
ferences between Bonn and the United States precisely 
concern s the Moscow-Pek ing-Washington triangle. Mr .  
Schmidt has always reproached President Carter, and 
especial ly h is  advi sor Mr .  Brzezi nsk i ,  fo r playing with 
fire by giving too broad support to China and in par­
ti cu lar  for not havi ng more firmly discouraged Teng 
H siao-ping from such an adven ture when he was in the 
U .S .  Far from representing an al ign ment on American 
posit ions ,  the evolution of the French posi ti on marks,  
on  the contrary, the accentuation of  a divergence which 
could in fact have repercussions on the French project 
for sel l ing defensi ve weapons to China . . . .  

'Ca rter's Po le  gave 

Ten g  a g reen l i g ht' 

It was Zhigniew Brzezinski who faCilitated the Chinese in­
vasion of Vietnam wrote Philippe Bernet in VSD 
( Vendredi-Samedi- Dimanche i ,  the French weekly ,  in  its 
Feh .  22-28 issue. Mr. Bernet is reputed to have contacts 
within the French Interior Ministry and the SDECE, the 
French intelligence services; he specializes in terrorism. 

For once the Americans were not taken by surprise. 
The gravest world crisis s ince the Cuban M issi le Crisis :  
the l ightning expedit ion of the Chinese in  Tonk in ,  was 
n ot on ly  expected by Wash ingto n ;  Wash i ngton 
program med i t .  The on ly th ing the U . S .  did not k now 
was the D- Day the punit ive exped it ion wo uld be un­
leashed against  V ietnam . Fr iday,  whi le he was i n  Mex­
i co fin i sh ing up a trip that had been rather humi l iating, 
Carter was secretly told it was the next day . . . .  

Starti ng with h is  fi rst stay i n China in May of 1 978 ,  
"Zbig" di scovered in Teng a rea l i st ,  a privi leged partner, 
open to his ideas .  At the begi nn ing of thei r secret 
meetings ,  Teng was a bit skeptica l .  Did Zbig real ly want 
to provoke a Pek ing-Washington rapprochement? . .  
For I 0 months Zbig wi l l  be the advi sor of Teng as well 
as the advisor to Carter . Th rough his encouragemen t, 
his support , he wi l l  contribute to the consol idation of 
Teng . . . .  

At the same t ime in Washington Zbig h imself makes 
a prodigious comeback . With the imposs ib le peace be­
tween Egypt and I s rael , the dramatic evolut ion in I ran ,  
so ma ny defeats for Cyrus Vance ,  Carter needs a success 
to wi pe out all those fai l ures . Zbig brings him one on a 
platter Dec . 1 5  i n  a speech prepared in  secret by M ichel 
Oksenberg who participated in all the Zbig trips to 
Pek ing .  Carter announces the offici al normalization of 
rel at ions between Washington and China .  "Zbig" him­
self co ntrol led the text of the speech . . . .  
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G i sca rd m oves EMS 
to f ro nt b u r n e r  
French President Giscard d' Estaing i s  using h is  current 
trip to Mexico to reemphas ize the Franco-German com­
mitment to make the implementation of the turopean 
Monetary System a top European Community ( EC) 
foreign 'economic pol icy. In  a Feb. 26 i n terview on the 
Mexican televi sion program "Twenty-four Hours," 
printed in the Mexican dai ly Novedades the ' next day, 
Giscard became the first European head of a member 
state in the EMS to announce explicitly that the ·EMS is 
no mere intra- European currency float. I t  w i l l ,  he said,  
"control gold and the dol lar in the foreign exchange 
markets . . . .  " 

The EMS wi l l  i n  its fu l l  implementation stages , 
Giscard said further, produce an international  gold rate 
for the dol lar by mak ing gold and the dol lar inter­
convertible, as wel l as convert ib le into all European 
cu rren ci es at  s tab le  rates ,  through the c lear i ng 
mechanism of the European Currency U n it (ECU) .  

Giscard also stressed that the  E M S  is a global i n ­
st itut ion for Third World development :  he i nv ited the 
Mexican National Bank to participate through the ECU 
clearing mechanism . Final ly ,  he la id to rest the con­
t inued l ies by antidollar Brit ish-school economists such 
as Robert Triffin that the ECU will , modeled on the 
I M F's  S D R, be used to replace the dollar as a cir­
culating international currency. Rather, Giscard said, 
the ECU will be used under the dictates of the reason of 
govern ments, by central banks alone. 

I n  a related development, French official sources in  
Washington to ld  the  Executive Intelligence Reyiew Feb. 
27 that West German Chancellor Helmut Schm idt i s  in 
"ful l  agreement with President Giscard on  al l  aspects of 
the EMS negotiations" to final ize European exchange 
rates . These have been held up s ince I?e��.'!l.ber . by 
France's legit im ate demands for removal o f' the .EC's 
archaic subsidies now preventing the technological 
development of European agriculture. The French of­
ficial revealed that diss iden t West Germ an Economics 
M in ister Count Otto von Lam bsdorff, who last . week 
"predicted" the EMS would not be fina l ized unti l  June, 
"was just speak ing for h imself. He's i n  back of German 
Agriculture Minister Oert l ' s  opposition to the  Frem;h; 
they 're both supporting the backward Bavarian pea­
san t s . L a m b s d o rff' s F ree  D e m o c r a t i c . Par ty  i s  
threaten ing t o  bring down the Schmidt government.  But 

Schmidt in tends to shove the EMS through in  co l labora­
t ion with Giscard at the M arch 1 1  EC H eads of State 
Summit  - on the heads of  state leve l . "  

Excerpts of the  interview fol low:  
Q: Has the new European Currency Unit ( ECUj  con­
ceived by France and Germany been put at the disposal of 
countries who can ' t  make  their purchases in dollars? 
Giscard: I don't  know i f  the Mexican audience is 
fami l iar with the European Monetary System. In effect, 
i t  is a unit  which wi I I  be put in to effect gradually . Our 
(the EC's) objective is  to arrive at a stabi l i ty of exchange 
rates between the different currencies and to try to un ify 
ourselves (the EC central banks - ed . )  in a central 
currency, in this case the "European Escudo" (ECU). 
This wi l l  be utilized by the central banks from the t ime 
at which th is  system i s  in i t iated, which is to say from this 
year, to effectuate the regularization between them . I n  
this  manner, w e  wi l l  progressively control gold and the 
dol lar i n  the foreign exchange markets until we are able 
to convert either in to gold, ECU s, and foreign exchange, 
whether dol lars or  other currencies. 

You ask me  i f  the Mexicans wiII be able to use the 
ECU .  In principle, not even the French wiII be able to 
do so. It wi I I  be bank money ( i . e . ,  central bank - ed.) , 
but  i n  the second phase I bel ieve that other central 
banks ( i . e . ,  non-EC),  for example, the National Bank of 
Mexico, wiII be induced to use the ECUs  according to 
o ur regulat ions,  with our central banks .  The ECU ,  this 
un ified European currency, wi I I  be i n  the near future 
among the assets of the National Bank of Mexico. 
Q: It won ' t  be a circulating currency? 
Giscard: Listen , if I had some I would give it to you .  But 
unfo rtun ately, you would have to be a central bank and 
I would have to  be a central bank . . . .  It won't be a cir­
culating currency . . . . 

Q: A side from oil, what  does Mexico have to offer France 
in economic matters? 
Giscard: I n  the economies that are diversi fying, as is the 
case with all the develop ing economies ,  there are many 
areas for purchases and sales or exchanges . . . .  We're 
making purchaes of the tradit ional raw materials . . . . 

Also ,  I 'm  th ink ing about cooperation i n  the field of 
advanced technology . ... I approve of the posit ion Mex­
ico has assumed :  to be the national master of i ts 
econ omy ,  not  to have an  eco nomy d i rected o r  
dom in ated by foreign influences, which are excessive at 
presen t.  . . .  We have developed vanguard economies and 
technologies in a common field that can be of  com mon 
interest . .  . .  I ' l l  g ive you several examples: n uclear 
energy . We are in the present period, along with the Un­
i ted States, the  on ly country in the  western world that 
can assure the complete nuclear energy cycle . . . .  But 
nuclear energy i s  not only a source of energy, i t  is also a 
technology. 
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Italian scores British i n  Mideast, 
end orses LaRo uche for President  

In an exclusive int.erview with the Executive I ntel l igence 
Review, Italian industrialist Dr. A driano Valeri, Vice­
President and Director of the Italy- O PEC Chamber of 
Commerce of Milan, charged that the oil crisis is a hoax, 
pointing out that Iran had been singled out for destabiliza­
tion because of its commitment to economic development .  

In his wide-ranging discussion , Dr.  Valeri also com­
mented on the Carter A dministration 's domination by the 
British monarchy and expressed the hope that the 1 980 
presidential election would not be dominated by the scrip­
ted candidacies of Sen. Ted Kennedy or General Haig. 
Going further, Valeri also became the first European in­
dustrialist to endorse the 1 980 presidential candidacy of 
u s. Labor Party Chairman Lyndon H. LaRouche,  Jr. 

Q: How do you think the U S. and Europe are reacting to 
the latest economic and political developments in the Mid­
dle East ,  such as the crisis in Iran and the alleged oil 

. . ? CriSIS. 
A :  There is no oil crisis. The tempo rary reduction of I ra­
nian oi l  product ion has been absorbed by an i ncrease of 
production by Saudi Arabia .  Whoever talks about an oil 
crisis is either mis info rmed or lying. In general ,  I th ink 
that the approach taken by the U .S .  administration to 
the events i n  I ran and in  the Middle East  i n  general i s  
completely inadequate from an economic and a pol i ­
tical point of v iew.  The fact that the Middle Eastern 
coun tries, rich in petroleum , are st i l l  in a substantial ly 
underdeveloped situation ,  demonstrates a lack of posi­
t ive i ntervention on the part of the U . S .  and Europe. 

Q: Why is that intervention lack ing? 
A :  The Brit ish domination o f  the M iddle East, even if it 
has formal ly disappeared, st i l l  has a capacity for control 
i n  the fi nancial and economic sectors, through the local 
inte l l igence networks hooked into the Engl ish Secret 
Service. The typically co lonia l ist atti tude of the Brit ish 
transforms the en tire M ideast i n to one of the principal 
hot spots for war and blackmail for Europe. 

I wi l l  say further, that i f  you consider the fact that 
I ran , the bastion of industrial development in the whole 
area , i s  now nonetheless perhaps irretrievably compro­
mi sed , one must attribute the greatest responsibi l i ty to 
the Brit ish apparatus in  the zone, and I th ink that the 
U . S .  administration ,  un l ike  on other occas ions ,  is im-

Q: Ho w do you see the  problem of the  alleged SOI'iet 
threat - a threat emphasized both by Queen EIi::abeth 
and by U S. Defense Secretary Brown during their Middle 
East visit? 
A :  I th ink that none of  the problems of the M iddle East 

or in  the rest of the world can be reso lved without the 
prospect of peace and cooperation with the Eastern 
countries .  East-West cooperation is ind ispensable for 
the development of the co untries of the Third World, 
and the Middle East i n  part icular .  Any geopol itical ap­
proach , such as that of England,  wil l  produce nothing 
but war,  as the hi story of two world wars has demon­
strated . What the Middle East needs is  econom ic and 
com mercial development; th is is true fo r the Arab co un­
tries and for I srael .  

Q: Do you think that Europe, and Italy ,  £ 'an have all  im­
portant role in this context? 
A :  Yes, a role that I would call v ita l ,  especial ly at this 
point; what's important is that we have the cou rage to 
pursue i t .  Look,  with the Chinese-USA agreement, and 
the subsequent Chinese invasion of  Vietnam,  the 
deteriorat ion of the strategic internat iona l  situation is 
taking on ominous tones; to speak now of economic 
cooperat ions between East and West would seem 
strange; but I am convinced that this is the only way to 
avo id war .  I am convi nced that the countries that 
adhered to the EMS have the wi l l  to carry this grand 
design forward, they must do so before it is too l ate . . . .  

Q: What do you think could be the role of the u s. 

economy in the Middle East? 
A :  I repeat,  the U .S .  economy, with the potent ia ls  it has, 
is i nd ispensable ,  in co l laboration with the Comecon ,  in 
order to plan for devel opment  in  the area . Unfortun­
ate ly the present pol icy of the Carter Admin istration 
goes in the opposite d irection and is ca rryi ng the world 
toward a general confl ict .  

The cand idates for U . S .  president that have come 
forwa rd ,  such as Haig and Ken nedy, do not seem to be 
any better than Carter h imself. I k now that  he is plan­
n ing to use the M iddle East to create a forward defense 
against the USSR .  I n  the U .S . ,  so far as I know, the only 
pol it ical platform coheren t with the i nd ustr ia l  develop­
ment pf the M ideast and the world, i s  t hat of Lyndon H .  
l.ciRouche , the president o f  the U . S .  Labor Party and 
also a U . S .  president ia l  candidate .  LaR ouche, whom I 
unfortunately do  not know personal ly ,  lau nched, in  
1 976 ,  a pro posa l fo r an I n tern at iona l Development 
Ba n k  ( l OB)  which poses East-West cooperation for the 
industria l  development of  the Third World .  The l O B 
was the basis for the crea tion of the E M S .  The 
La Rouche candidacy seems to me to represent the on ly 
a l ternative to the program of auster ity and war of the 
presen t admin istrat ion .  
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B r it i s h  ba n k  ta keove rs sta l l ed 
USLP charges turn acquisition hids ioto political hot potato 

Ongoing effo rts  by C ity of London clearing banks to 
take over American banking inst itutions with aggregate 
assets over over $24 .3  b i l l ion have run in to' , sevete trou­
ble with the u .s .  regulatory authorities and " fi'nancial 
publ ic .  

According to exclusive i nformation recei�ed by the 
Executive Intelligence Review, New York State 'Ba.nking 
S uperintendent M uriel S iebert has wri tten t6 Chairmen 
Proxmire and Reuss of the Senate and House Bahki ng 

E X C L U S IVE TO 

EXECUTIVE I NT E L L I G E N C E  REV I EW 

Committees demanding a ful l  congress ional i nvestiga­
tion and publ ic heari ngs on the "very large number of 
foreign purchases of U .S .  banks" pending this year. 
Nei ther the New York State Banking Department 
(N YSBD) nor the Federal Reserve Board in Washing­
ton are wi l l ing to take responsibi l ity for this po l i tical hot 
potato . 

"Opening this  issue up to Congress has tremendous 
impl ications ," said one Washington source ,  "not the 
least of which i s  that a l l  the acqu is it ions,  al ready greatly 
delayed, would be delayed indefinitely ."  

Appl icat ions a lready pending at the Federal Reserve 
and other ban k ing authorities include the acquisit ion by 
Hong Kong and Shanghai Ban k ing Corporation 'of New 
York's  Marine M idland;  Standard Chartered , gilnk of 
Union Bank ;  National Westminister of  N ational Bank 
of N orth America; and Barclays Ban k of :Atri'ertcim 
Credit Corporation . 

" 

The rea l  opposit ion to the Brit ish takeovers began 
with the U . S .  Labor Party's Oct. 4 ,  1 978 ap.p6tI ' Hi ' the 
Fed to deny H ong Shang's applicat ion,  cit ing the Crown 
Colony bank as a major  factor in the internationaI iJl icit 
narcotics trade . 

," , 
,', 

Delay hits Union stock 
The U . S .  political environment created 'by the Labor 
Party campaign has already impacted the matket : On 
Feb . 9 ,  for example, the Fed si lently let the' 90�day 
period which i t  had to comment on the Stanoatd 't:h'ai"­
tered applicat ion for Union Bank lapse without a sign . 

Word shot through the New York brokerage houses 
that the Labor Party al legat ions had delayed the Fed's 
deliberations to the point that the merger would not 
take place. Union ' s  stock ,  which rose from $ 1 2  per share 
to the $30 dollar range on Standard Charter's $33 per 
share offer,  dropped sharply below $25. I t  i s  now 
trading in the $27-28 range for lack of  further news .  

But the real news is the delay on the  entire British 
takeover scene - which could attenuate the already 
drawn-out b us iness negotiations on all the mergers to 
the point that al l  the deals fal l  through . For example,  
Superintendent Siebert, referring to the H ong Shang 
bid, told a shocked financial press on Jan . 2 1 :  " I  would 
expect a decis ion by the middle of the year . . .  I hoped to 
have a decis ion earlier . . .  (but) we sti l l  have a lot  of 
materia l  to sift through . "  But the M ay 1 8 , 1 978 Invest­
ment Agreement between H ong Shand and M arine 
M idland sets M arch 3 1 ,  1 979 - not June - as the date 
on  which the agreement terminates, unless either party 
explicitly reconcludes the agreement because the party 
"requires addit ional t ime . . .  to satisfy . . .  the Bank ing 
Department or Board of Governors ." 

"We . . .  are without question disappointed about the 
t ime span the superintendent out l ined to the press ," 
Edward M. Duffy, M arine's chairman, complained . 
"We th ink our shareholders deserve a speedier decision 
and we . . .  hope that she can make i t  sooner than m id­
year. " 

The delay has also created a smal l  panic at Standard 
Chartered.-. . I t showed through the extremely weak re­
jo inder written Feb . 14 by the bank ' s  Washington 
lawyers K utak , Rock, and H uie to the Fed Board in 
response to the Labor Party ' s  January ca l l  for p ubl ic 
heari ngs i n  the Union Bank case .  The nine-page letter 
not o nly  refuses to address the drug question com­
pletely, but attempts to prove the Labor Party has no 
standing i n  the case by cit ing a board rul ing of Oct. 30, 
1 978 on a protest lodged during a domestic U . S .  
takeover situation .  

A reading o f  the  fu l l  text of  the  Fed Board rul ing,  
however, makes it c lear that the protesting party in  the 
case cited was a bank ing association trying to get a hear­
ing on the grounds that one of  its members m ight be 
harmed by the takeover . That is, the party was not even 
clai ming injury at  a l l ! 
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the party was n ot even c la iming i nju ry at al l !  
But t h e  l awyer' s  rea l purpose comes out in  thei r con­

clusion :  " I t  appears that the goal of  the Labor Party is  in  
fact delay, . . . the desire to  co nduct a mere fish ing ex­
pedit ion . , .  not adequate grounds for a hearing ."  Their 
rather obvi ous focus on the standing issue is nothing 
more than an attempt to squeak the appl ication through 
before a t ime-consuming hearing can be cal led . 

T h e  Long I s land Trust precedent  
The real precedent i n  the Brit ish takeover boom is  the 
M ay 9 ,  1 97 3  den ial by the New York State Bank ing 
Super intendent of an attempted purchase by London 's  
Barclays Ban k  of the  $500 mil l ion Long I s land Trust 
Company . " I  th ink  this  whole spate of takeovers is a 
dead d uck j ust because there are so many places where 
they can be fo uled up ,"  said one ban k  stock analyst on 
Feb . 28; "a prime example i s  the LITC rul ing ,  which the 
New York ban k ing department is us ing,  I ' ve heard, to 
compla in to the Fed right now." 

The M ay 1 97 3  rul ing ra ises the weighty question of  
reciproci ty .  "Applicant (Barclays - ed) in  i t s  applications 
asks reciprocity based on i ts assertion that U nited States 
banks do business in the Un i ted K ingdom,"  the Super­
i ntendent 's  ru l ing reads in part. "I do not accept th is  
concept of reciprocity . . . .  No  U .S .  bank has acquired an 
overseas bank' as the Barclays Group is seeking to ac­
qu i re Long Is land Trust .  . . .  Of the U . K .  clearing banks 
. . .  none have been acquired by a New York bank ing 
corporation . . . .  Most New York banks in fact only 
engage in  wholesale ban k ing (in the U . K . ) rather than 
retai l  banking." As a New York State source put i t  more 
b luntly this week : "Would the Bank of England let Citi­
bank buy National  Gr ind lays or Barclays? We doubt it .  
And that 's not  reciprocity ."  

Reached for comment,  Brit ish Executive Director to  
the  I n ternat ional  M onetary Fund Wi l l iam Ryrie, the 
Bank of England's  representative in  the Un i ted States, 
was aghast .  "New York would not do that . . . .  There's no 
basis for that . . .  nonsense," he fumed, "No one would  
dare charge the U . K .  does not g ive  rec iprocity .  I t' s  the 
freest market in the world,  and we don't have aii these 
s i l ly state laws prohibit ing this and that . . . .  Of course, if  
i t  was a q uestion of Barclays . . .  I do think the author­
ities would do so meth ing . . . . " When it was po inted out 
that the Long I sland  Trust rul ing is on the N ew York 
State books ,  he  rushed off to read the precedent ,  of 
which he was completely un aware. 

Accou n t i n g  for the i r  i ncome 
The st icki est  point for the N Y S B D  and the Fed i s  the 
Brit ish ban ks' acco unting system . 

As Hong Shang's  a uditors Peat ,  M arw ick ,  M i tchel l  
and Co. and Price, Waterhouse and Co . ,  have told the 
Fed, "the fi nancia l  statements of H S BC are not req uired 
( u n der the H ong Kong Compan ies Ord inance) and do 

not co mp ly with either Un ited States general ly accepted 
accounting principles or regulation S-X of the U .S .  
Securities and Exchange Commission .  To th i s  day Hong 
Shang,  according to its auditors, transfers "an un­
d isclosed amount of  net operati ng profit  to in ner 
reserves . . .  (due to which) profit or loss for any one year 
in accordance with U nited States general ly accepted 
accounting princip les can not be determined by an in­
vestor because transactions which wo uld be reported as 
a part of pro fi t  or  loss under such pri ncip les are recor­
ded di rectly to inner reserves . The amounts of such 
transactions · are not disclosed ."  Stan dard Chartered , 
National Westminster, Barclays, and a l l  London-head­
quartered cleari ng banks adm it to prec isely this form of 
acco unting unt i l  as  recently as 1 972 .  

I t  means, s im ply, that  no one has any way of  
determ in ing ' what the  sources of such a ban k ' s  income 
were, or how it was disbursed, in a given year, and 
whether  it  was drug-related on the income or expen­
d i ture account .  

One  protest received by  the  Fed regarding the 
Nat ional Westminster acq uis i t ion appl ication was i n  
fact from a n  irate N a t  West bus i ness cl ient in  London 
who wrote: " N at .  West . stated they maintain a lternate 
figures of their statements of account  to those pub l i shed 
and refuse to provide s uch alternate figures to thei r 
customers . . .  . I t  further appears th at the bank  has taken 
advan tage of i ts  computer-based central clearing system 
to eke addi t iona l  h idden pecu n i ary advantage from i ts 
customers' bus i nesses ."  Th at i s ,  not only does N at West 
stand accused of two sets of books ,  b ut of larceny by i ts 
B ri t i sh customers .  
"The real  quest ion i s  whether the Fed staff or  the board 
wil l  want to take the respo ns ib i l ity, after al l  th is  drug­
related pUb licity, of  okaying the takeovers and then 
being asked later by i rate congressmen why they did 
such a th ing .  Therefore they m ay decide to grant the 
USLP an open hearing in  one of i ts  protests and then all 
hell co u ld  break lose," one New York analyst sai d .  

The Fed · Board a n d  staff, meanwh ile , held a publ ic  
hearing on Feb . 2 1  at which the staff, to protect itself, 
proposed tei the board a "Statement of  Po l icy on  Super­
vis ion and Regu lat ion of Foreign Bank Hold ing Com­
panies, ; '  which the board du ly i ssued on  Feb . 26 .  The 
five-page po l icy statement "spec ifies that U . S .  sub­
s iQia�y ,.�anks (those pu rchased by foreign banks )  shal l  
be operated safely and in  a prudent manner ."  What,  but 
the narcotics i ssue,  can poss i b ly be construed by the 
term "safely"? 

In fact , the Fed board has  aksed i t s  staff to prepare a 
ful l - length report on a l l  the i mpl icat ions  of foreign bank 
purchases of U ,S o  banks  which wi l l  focus heavi ly on the 
rec iprocity question . There will certa in ly be no  ru l i ngs 
on pending acqu is i t ions  unt i l  this report i s  complete, 
Fed sources say .  

- Kath y B urdm an 
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Su pt.  S iebert dem,a nds  
" n at io n a l po l icy review" 
New York State Banking Superin­
tendent Muriel Siebert has shaken 
the British banking community with 
a strong caB for "an immediate 
review on the federal level of u . s .  
national policy on foreign bank 
takeovers .... " Mrs. Siebert i temized 
her objections to the ongoing spate 
of British bank purchases in the 
U.S. in a recent letter to Rep. H enry 
Reuss ( D-Wisc.), chairman of the 
House Banking Committee, which 
Reuss released in fuB to the press on 
March 1 .  

Al l U.S. na t i o na l  b a n k. i n g  
regulatory agencies, including the 
Federal Reserve Board, Comp­
tro Ber of the Currency, Federal Oe­
Deposit I nsurance Corporation, as 
well as the Securities and Exchange 
Commission, have been forwarded 
the Siebert letter by the House 
Banking Committee. They have 
received along with it a request for a 
full policy review statement, as has 
Rep. St. Germain' s ( D-R.I.) HO\lse 
Banking Committee Financial In­
stitutions Subcommittee. 

Mrs. Siebert's letter reads in 
part: 

"I am pro-competitive ... (but) 
in the United States there are now 
proposed foreign bank acquisitions 
announced over the past year alone 
totalling $23 billion in U.S. banking 
assets, on top of the $ 1 9  billion in 
existing foreign bank ing assets and 
if these were all accepted it would 
not be in the interests of competi­
tion .... New York has welcomed 
foreign bank branches and agen­
cies ... de nDVD operations are pro­
competitive. ..  Our banks for the 
most part started their international 
operat ions de nDVD rather than 
through acquisitions of existing mj;l­
jor networks abroad .... 

" Regarding the International 
Banking Act of 1 978 ... foreign ac-
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quisitions of large domestic banks 
pose serious questions which have 
n o t  b ee n  a d dr e s s e d . . . .  T h e  
following points must be addressed: 

" 1 .  ReciprDcity: . ,  .On the basis 
of my discussions with my counter­
part s  i n  o ther  c o un t r i e s ,  no 
developed country other than the 
United States would permit any , 
significant local bank to be acquired 
by a n o n-d o m es t i c  b a n k . The 
opening of the U.S. banking system 
to foreign acquisitions probably will 
not create equivalent opportunities 
for our banks abroad. 

"2 .  Fairness: " . .  .1 cannot recon­
cile the fact that our own U.S. banks 
o p e r a te u n d e r  s ta t u t o ry a n d  
regulatory restrictions which ,  pla<;e 
them at a distinct competitive disad� 
vantage relative to their foreign 
bank competitors in these proposed 
aqui�itions (ie., Citibank would not 
be allowed to purchase the banks 
w h ich the B r i t i sh b a n ks have 
targeted-ed .). 

" 3 . Impact Dn WDridwide Com­
petitive PDsitiDn Df U. S. Banks . . . ' 

"4. Impact Dn CDntrDI Dver U.S. 
Capital ResDurces .... M any foreign 
banks are government-owned or 
controBed and operate in closer har­
m ony with their governments than is 
the case he(e. A U. S. bank Dwned by 
a fo.reign bank cDuld carry Dut 
mDnetary Dr . investment pDlicy Df its 
D wn cD�ntry which were in direct CDn­
flict 'with ' U. S. pDlicies. These CDn­
flicts cDuld include fDreign exchange 
DperatiDns. dDmestic Dr international 
credit restraint .  types Df credit exten­
ded. and levels Df credit allDcated to' 
particular bDrrowers. . . .  (emphasis 
added). 

"5. A menability and A bility fDr 
Supervision , Df Resulting Institution 
and/Dr Its Parent Bank . . . " Con­
gressional sources have reported , 
that Banking Committee Chairman 
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Reuss is  indeed planning near-future 
hearings to investigate the issues 
brought forward in Siebert's letter. 
Such a probe promises to be very 
embarrassing for the City of Lon­
don financial i nstitutions leading the 
banking takeover drive, particularly 
to the Hong Kong and Shanghai 
Banking Corporation, which is 
awaiting a Federal Reserve decision 
on its bid to purchase the con­
troll ing interest of the New York-
based Marine Midland Bank. As 
h a s  b e e n d o c u m e n t e d , t h e  
"liongShang" is involved up to its 
corporate ledgers in the inter­
national drug trade. A congressional 
investigation should reveal this illicit 
und,erbelly of H ongShang's business 
enterprises , as well as the corpora­
tion 's  collusion with other British­
b,ased institutions to take over 

" domestic credit markets and imple­
men t the deindustrialization of the 
USA. 

Reached for comment on the 
Banking Superintendent Siebert' s 

,letter, a source at the Hong Shang 
said th is week : "All of our worst 

: suspicions about why the Fed has 
h�ld up our acquisition of M arine 
Midland have been confirmed." " ' 

-Kathy Burdman 
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On th e wo rld c red it m a rkets 
The ghost o f  Keynes strikes out at  European Monetary System 

The European Monetary System (EMS) strategy for a 
reform of the Euromarkets based on stable, long-term 
international dollar bonds, ultimately to be gold­
backed, is entering rough waters . The week of Feb. 26-
March 2 saw a generalized rush out of long-term instru­
ments into short-term paper spread from the Euro­
currencies across the international capital market. "Cor­
porations, institutional investors, any money manager 
wants primarily liquidity right now," said a major New 
York Eurocurrency trader on March I ,  "and there is a 
rush into short-term Eurocurrency deposits ."  

This morbid revival of Lord John Maynard Keynes's 
unmo urned "risk avoidance," as the Feb. 26 Wall Street 
Journal put it, is the latest result of the British govern­
ment's not-so-secret war against the EMS. It is the 
politically motivated run-up in oil and commodity 
prices, together with shooting wars from Asia to the 
Middle East which feed the fears of inflation and credit 
crises behind this "liquidity preference. "  As our 
coverage this week documents, in energy, in com­
modities, in Asia and the Middle East, the British crown 
is behind each and every destabilization. 

The new danger this week is the spectre of "liquidity 
inflation" haunting the strong-currency nations of West 
Germany, Japan, and Switzerland . Their governments 
are under pressure to follow the lead of the U.S .  Fed and 
Bank of England toward harsh double-digit interest 
rates . If they do, the two-tier credit system "global 
EMS" on the agenda for the heads of state economic 
summit to be held in Tokyo during May will be rendered 
impracticable. 

Why the EMS and Keynes don't mix 
The co re of the EMS as conceived by West German 
Chancellor Schmidt and French President Giscard 
d'Estaing is to soak up dollars thro ugh intervention and 
then increasingly through long-term Eurodollar bonds 
backed by remonetized gold, as Giscard emphasized in 
Mexico City on Feb. 28. The dollars are then loaned out 
ExIm Bank-style to high-technology and highly produc­
tive LDC development programs, yielding a high rate of 
return. 

As part of the plan for a "global EMS," which the 
Japanese government announced as its program for the 
T o k yo summit be fore Ohira assumed the Prime 
Min is tership, W e s t  G e r man Fin an ce Min is ter  
MatthOfer and the Japanese Finance Ministry have out-

lined what they call a " Consolidation Plan" or 
"transparency" in the Eurodollar markets. With the 
Bank of Japan joining in, these central bank "ExIm 
dollars" wo uld be pegged to domestic German-Japanese 
interest rates, now at a 4-6 percent level. Thus, a "two­
tier" international dollar market would be created:  a 
profitable lower tier and a speculative upper tier at the 
London Interbank Offered Rate (LIBOR), currently 
over I I  percent . The Bank of Japan has already 
deposited dollars somewhat under LIBOR with Japanese 
banks. 

In other words, under this regime the billions in 
dollar intervention by the EMS and Japanese central 
banks have until now been dis-inflationary, because they 
authorities have actually begun to provide dollars at 
subsidized rates to their commercial banks which have 
used them to generate foreign export orders . 

But throw in soaring oil and commodity prices, 
wars, and threatened defaults, such as in Iran, on top of 
the dollar intervention, and inflation starts for real in­
side these intervening countries. The drains force 
available dollar resources to be kept liquid to pay for 
raw materials and for emergencies .  

Tightening 
Under the headline " Bank of Japan Studies 'Preventive 
Tightening Possibility'," the Japan Economic Journal 

( Nikkei) on Feb. 20 signaled the alarming result: interest 
rates within Japan, the lowest in the lower tier, are under 
an upward pressure . The Bank of Japan is studying 
"combining . . .  raising the official discoun t rate and 
reserve requirement ratio, strengthening 'window 
guidance' of  financial institution s  (central bank 
monito red voluntary loan restraints - ed. ), and in­
ducing an elevation of short-term money rates . . . .  With 
the welter of price factors in evidence, the situation is ex­
tremely severe . "  

In the German deutschemark sector, inflation fears 
have already forced three-month Euro-deutschemark 
rates up from 3 3,4 to 3 7/8 percen t over the week . 
Rumors are flying that the Bundesban k" will have to put 
up the Lombard rate (central ban k repurchase rate -
pegged to the discount rate) over its current 4 percent to 
stop the alarming recent 1 5  percent annual rate of 
growth of the money supply . 

Any sign ifican t rise in these hard-currency sector in­
terest rates would endanger the two-tier credit proposal .  
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The dollar bu bbles 
I n  the dollar sector of the intern ational markets ,  "risk 
avoidance" has meant a dangerous bidding up of short­
term Eu rodollar bank deposits, as corporations and in­
stitutional investors, especially in  the V nited States, 
rush to London to place their funds for six months at I I  
percent.  Th is has meant, temporari ly, that the dollar is  
very strong. There is also a lot of l iquidity, but it  i s  ex­
tremely inflationary , since investors are demanding 
higher rates.  While three-month L I BOR has held 
" m eta- stab le" aro u n d  1 0 . 5  percent ,  the m ed i u m  
maturi ties have ri sen inexorably; six-month Euro­
dollars have steepened from I I  percent to I I  3/1 6 over 
the week . 

The effect on the international bond market has been 
electrifying: long-term instruments such as the $200 
mill ion Dow Chemical issue in London, priced at 99. 5 ,  
are trading in the 96  range; Honda's $50  mil l ion I O-year 
convertible ,  priced at par, fel l  as low as 94 . 5 .  V n like 
previous weeks , foreign exchange rate considerations 
have nothing to do with it; the Euro-DM and Euro­
Swiss sectors are equally depressed . 

Worse, the effect is very direct on Japanese and Ger­
man mobil ization of their own dollar reserves . The Bank 
of Japan reports that while it  wi l l  be able to continue the 

CREDIT MARKETS 

u .s .  cred it markets are 
moving to the short side 

same volume of cheaper dollar deposits to Japanese 
banks,  the banks have a lready had to cut their overall 
world dollar lending by 30 percent in  January from the 
$4 bi I l ion October to December level .  The intense com­
petition and high interest rates in  the Eurodollar 
market, where Japanese banks get the majority of their 
dollar deposits, is  to blame. The Japanese authorities 
fear the return of a 1 974-style London "Japan rate" 
surcharge on their Eurodollar borrowings. 

Finally, this bid-up of dollar deposits cannot go on 
forever . I f  it continues, "at some point,  long-term prices 
wil l  fal l  so far that no one wiI I  be wil l ing to sell their 
bonds," a New York investment bank source said 
M arch I .  " Liquidity wiI I  disappear from the short-term 
market and the dollar wil l  be in  for a real fall . "  Chaos 
wil l  hit the currency markets. 

Given this ominous scenario,  it might seem that 
Keynes's ghoul might indeed strangle the E M S .  As an 
official in the European division of the I M F  stated , "We 
have been warning for over six months that the in­
evitable rise of oi l  and world commodity prices coupled 
with runaway government spending and inflationary 
psychology wiI I  make the functioning of the E M S  quite 
difficult if not impossible ."  

-Kathy Burdman 

V . S .  b a n k i n g  l i q u i d i t y  s h r a n k 
further this week under the i mpetus 
of Federal Reserve Chairman G. W. 
Miller's campaign to dry out bank 
lending to V .S .  industry and agri­
culture, using sharply increased in­
terest rates . 

large placement of negotiable Certi­
ficate of Deposits (CDs) into the 
banking system.  On an unadjusted 
basis ,  large scale CDs fel l to $99 .4 
bi l l ion from a high of $ 1 0  1 .4 bi l l ion 
just three week s ago . 

paper, whIch represents 30-to-270-
days prom isso ry notes . While V . S .  
banks are losing the industrial por­
tion of their C & I loans , cor­
porations are going to the com­
mercial paper market which offers 
cheaper short-term rates . For in­
stance, in  a recent week,  the i nterest 
rate on 30- to 60-day commercial 
paper ranged from 9 .63 percent to 
9.98 percent, whi le the banks were 
charging their best prime customers 
1 1 .7 5  percent plus bank balances. 

This shift i n  V .S .  banking liqui­
d i t y ,  if i t  b e c o m e s  m o re p r o ­
n o un ced,  w i l l  str ik e  at a par­
ticularly bad time. The threat of the 
o i l  s h o r t a g e  h o a x  w i t h a n  
accompanying i ncrease of oi l  prices 
and a run-up in raw material prices, 
would force panicked investors even 
further onto the short side of the 
market,  j ust at the time when more 
l iquidity is needed to finance energy 
and raw material price increases . 

For the week ending Feb . 1 4, 
natio nwide V . S .  com mercial and in­
dustrial (C & I )  loan s rebounded up­
ward $960 mi I l ion.  H owever, since 
the high po int of November 1 978,  C 
& I loans have dropped nearly $2.0 
billion . Pacing th is drop i s  the fall in 
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At the hea rt of this l iquidity shift 
is  the fact that higher interest rates 
com bined wi th a series of scare 
rumors is forcing various investors 
and buyers onto the shorter side of 
the V . S .  cred it m arket. 

Exem plary of this process is  the 
stupendous growth in com mercial 
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COMMODIT IES 

Copper price boom betokens 
crea t ion of ' com mon Fu n d '  

U . S .  Admin i stration  o fficia l s  based 
i n  Geneva reported Feb . 27 that the 
U . S . had officia l ly reversed its l ong­
term oppos i t ion to creat ion  o f  a $ 1 .4 
b i l l i on  i n ternationa l  "buffer stock" 
for copper.  The an nouncement took 
governmen t  offic ia ls  and  New York 
metals  t raders by surpr ise ,  leading 
one metal s  analyst to te l l  the Wall 
Street Journal: "This  i s  a bad idea 
whose day has come."  

The announcement fol lows a 
t hree-week boom i n  co pper prices 
on the London and New York 
M etals  Exchanges . Copper i s  now 
t rading a t  1 974 "cr is is" prices of 

£ 1 ,OOO;1o ng ton in  London,  whi le 
U . S. copper producers have l i nked 
thei r  pr ices to  open market quota­
t ions of a record 93 cents/pound.  
The speculat ive rush i n to copper has 
also encouraged m ajor  j umps in s i l ­
ver ,  platinum an d  numerous other 
meta l s p ri ces .  

There are some i ndicat ions that  
the copper p ri ce "boom" may have 
been rigged by London and a l l ied 
meta l s  traders to  set the  stage for 
i m plement ing the "buffer stock" 
scheme .  M o reover, the buffer stock 

scheme, wh ich i ndeed i s  a "bad 
i dea," wo u ld  be a precedent  for im-

FO R E IGN EXCHANGE 

C ross-sta bi l izat ion of  yen a nd 
deutschemark is  u nder press u re 

The Ban k  of  Japan spent around 
$ 1 60 m i l l i on  i n  the space of  a few 
days to brake the deprec iat ion of . . .  
n ot the do l l ar ,  but  the yen . Between 
Feb . 20 and Feb . 28 ,  the yen drop­
ped from 1 99 .65  to the do l lar  to  
202 . 3 1 .  A nd whi le  on Feb . 20 i t  took 
1 08 . 1  yen to buy a West German 
mark , on  Feb . 28  i t  took 1 09 . 5 .  
. T h i s  decl ine o f  s o m e  2 . 5  yen 

agai nst the dol lar  and 1 . 5 vis-a-vis 
the m ark could be important .  Fi rst 
of a l l ,  stable mark-yen an d even­
tua l ly  mark-yen-dol lar  rates are a 
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key i n i ti al goal of the  nascent E uro­
pea n M o n etary System ( E M S ) .  
Some of the E M S' s creators have 
s a i d  rece n t l y  t h a t  the i r s pec i fi c  
target par i t ies are th ree marks to the  
do l lar  an d 1 00 yen to the mark .  

M o s t  o b v i o u s l y ,  J a p a n ' s  
economy an d balance o f  payments 
are the most th reatened o f  any s ingle 
co un try's by the prospect o f  fue l­
pr ice go ug ing ,  supply cutoffs , co m­
m o d i ty p r i ce - h i k es a n d  pro tec­
t ion ism . Eros ion  of  the yen would 
compound cost  i n flat ion . And th is  i s  
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plement ing a wo rse one, the g lobal  
"Com mon Fund" proposal  which 
would central ize a l l  raw materi al s 
purchasing i n  the  same way . 

T h e " b u ffe r s t o c k "  i d e a 
o r i g i n a t e s  w i t h  t h e  W o r l d  
BankjI nternationa l  M onetary Fund ,  
and is  now ch iefly advocated by the  
Uni ted Nat ions  Commiss ion on  
T r a d e  a n d  D e v e l o p m e n t  
( UNCT A D) in  Geneva. I t  is  based 
on the false supposit ion that Third 
World payments deficits and debts 
can be endless ly fin anced by "price 
guarantees" from i ndustr ia l  con­
sumers .  What such price arrange­
m ents ignore i s  that ,  so long as the 
pro ducing countr ies are forcibly 
prevented from acqu i ring necessary 
l o a n s  fo r l o n g - t e r m  i n d u st r i a l  
development ,  price manipulat ions 
am ount to  " loot ing" from the in­
d ustr ial  co untries to finance fixed, 
low levels of productivity and persis­
t en t  i n d u st r i a l  p o ver ty  in t h e  
developing countr ies .  I t  i s  an in ­
flat ionary merry-go-round which 
would benefit no  one .  

not to ment ion  the present and 
po tent ia l  destab i l izat ion of  Japanese 
trading partners i n  Southeast As ia  
and the rest o f  the world . 

Reports su rfaced Feb . 26 that 
the To kyo M i n i stry of Trade and In­
dustry ( M I T I )  wi l l  decide at i t s  
M a rch 2 Export Survei l lance Com­
mi ttee meet ing to abandon the ex­
port restr ict ion gu idel ines in st i t uted 
a t l a st J u ly ' s  B o n n  meet i n g  o f  
Western heads of  state. The New 
York Journal of Commerce ci ted 
M I TI sources as expect ing that "de­
m an d  fo r J ap a n ese prod ucts  i n  
g loba l  markets i n  the new year w i l l  
be  beneath that  wh ich preva i led in  
1 978 ,"  addi ng that i n  fiscal 1 978 
Japan apparently he ld  to i ts l im i ts 
on exports o f  cars, telev is ions ,  steel 
prod ucts and sh ips ,  and dem and is 
not expected to r ise .  

N evertheless, M IT I ' s Toshi kazu 
H ash imoto announced i n  Tokyo 
Feb . 26 il,fter a tr ip to Wash ington ,  
t he  Carter Admin istrat ion has again 
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Alternat ive a pproach 
I n  early Jan . ,  a spokesman for U .S .  
N a t i o n a l  S e c u r i t y  C o u n c i l  
economics advisor Owen to ld  a 
reporter that Owen was determined 
to push the Common Fund  through 
at the M arch U NCT AD conference, 
to thwart West German and French 
efforts to launch an  a l ternat ive,  
h i g h l y  a m b i t i o u s  s o l u t i o n  t o  
producer-consumer con fl icts over 
raw materia l s .  

O n  Feb . 2 5 ,  West  G e r m a n  
F i n a n c e  M i n i s t e r  M a t t h O fe r  
detai led what th is  approach m ust be 
i n an i n te r v i e w  w i t h  reg i o n a l  
newspapers . He  reported that C han­
cel lor  Schm idt i s  con s ideri ng us ing 
the surplus  do l lars he ld  by the Bun­
desbank to fin ance a major  raw 
m a t e r i a l s  s t o c k p i l i ng p r o g r a m . 
M at thOfe r  e m p has i zed th at t he  
purchasi ng agreements being con­
sidered would be tight ly l i nked with 
al locat ions  to Third World raw 
materi a l s  producers of  substant ia l  
loan s, wh ich would then be used for 

threatened to impose surcharges on  
imports from Japa n .  Some Japanese 
ba n k i n g  s o u rces a l so i n d icated 
privately the Ban k · o f  Japan's  yen 
support reflects pressu re from the 
U . S . Treasury Department n ot to 
he lp the dol lar  appreciate .  

A l o n g s i d e  t h e s e  s u p e r fi c i a l  
rumors i s  the real danger o f  Japan's  
isol at ion .  Even in  the absence of the 
imminent poten t ia l  for 1 974-and­
worse Japanese impo rt d isrupt ion 
and inflat ion ,  the fact i s  that  -
especia l ly given the brunt  of i ts 
dol lar-denomi nated trade financing 
- movements e i ther  way i n  the 
dol lar-yen parity a re counterpro­
ductive .  Unt i l  there i s  a mark- led 
appreciat ion of the dol lar  i n  relat ion 
to the fixed-rate E M S, when the yen 
could comfortably return by some 
67 percent of i ts unsought rate gain 
to the 300-to-the-mark leve l ,  there i s  
no benefit t o  anyone in  downward 
pressure on the yen .  

-Susan Johnson 
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i n d u s t r i a l i z a t i o n  p roj e c t s  a n d  
techno logy transfers .  

Price boom l i ke Com mon Fund 
Owen wants to  wreck these E uro­
pea n  effo rt s  - which a l so incl ude 
n egotiat ions  for l i nk ing pr ices to 
d e v e l o p m e n t  l o a n s w i t h  5 6  
devel oping coun tries wh ich jo int ly  
s igned the 1 975  "Lo me accord" wi th  
t h e  E u r o p e a n  C o m m u n i t y  -
because the U . S . A d m i n istration  i s  
com mi tted to  back ing  London's  
pol icy o f  preven t i ng E urope from 
m ak ing the E uropean M onetary 
System the fou ndat ion for a new 
world monetary system through 
such arrangements wi th  the Third 
Worl d .  

T h e  recen t  boom i n  copper a n d  
other m eta l s  pr ices strengthens the 
jo in t  London-U .S .  e fforts aga ins t  
France and  West  Germany .  The 
price boom works on  the same pr in­
ci p le as the Common Fund :  loot ing 
and weaken i ng of  t he industr ia l  sec­
tor in  beha lf  of recycl ing s urpl us 

do l lars i n to Th i rd World defic it  
fin ancing .  

A prom i nent  New York ana lyst 
emphas ized that this is now h ap­
pe n i ng i n  Zaire ,  with Zambia on 
t arget. " Do yo u th ink Chase and 
Ci t iba n k , "  he asked "wouldn ' t  get 
in on a copper boom i f  they thought  
i t  wou ld  protect their  loans" to 
those countries? 

The same analyst th inks  the 
metals  boom has j ust begun , predic­
t i ng copper pr ices rang ing from 
$ 1 .OO- l . 20jlb .  i n  the short term; 
r is ing pr ice patterns  at least unt i l  the 
end of A ugust ;  and a rush i n to 
agricu l tura l  commodi ties (especia l ly  
beef) at the po int  that a massive in­
flat ionary crunch hits  the western 
consumer,  forcing consumers to 
c o n c e n t r a t e  o n  t h e  " b a r e  
necess i t ies . "  

-Renee Sigerson 

KEEPI NG TABS ON T H E  ECONOMIST 

Our regular check o n  the accuracy o f  the London Econom ist turned u p  the following 
in the publication 's Feb .  24 issue:  

The economist 

"G rand economic p lann ing  i s  long 
dead ." 

"C hi na 's  t h rus t  i nto V ietnam was 
ci rcumscribed . . .  " 

the topp l i ng o f  the Ch inese­
backed govern ment i n  Cambodia by 
the Sov iet-backed V ietnamese was 
the casus bel l i . "  

I f  C h i n a  ach ieves i ts l i m ited object­
i ves  "it w i l l  h ave  he lped to m a ke the 
world a s l ight ly  stabler p lace ."  
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The facts: 

The European M o n etary System is a 
clear refutat ion  of th i s  c la im .  

Th e  C h i n ese  m e t  u n expected ly  
strong res is tance from Vietnamese 
border m i l it i a .  

C h i na had plan ned i ts invas ion of  
V ie tnam befo re the overth row of  
Cambodia ' s  Pol Pot ,  according to 
West an d East b loc i ntel l igence 
sources . 

The C h inese have b ro ught  the world 
to thermon uclear A rm ageddon ,  as 
even Br i t i sh Prim e  M i n ister Cal­
laghan i m pl i ed in a speech Feb . 26. 

- Richard Schulman 
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B R IT A IN 

Brit ish prod u ct ion fig u res bel ie  
the promise of the North Sea boom 

The l atest se t  of figures from the 
Governmen t' s  Centra l  S tati st ical 
Office revea ls that duri ng the fourth 
quarter o f  1 978  the  Brit ish econ­
omy vi rtua l ly froze . Based on  G ro ss 
D o m est ic  Product  fig ures  p u b ­
l ished by  t h e  Department ,  t h e  Brit­
ish econ omy n ot on ly  s topped grow­
ing last  year, but  actua l ly  contrac­
ted . The drop w a s  s h a rpes t  i n  
product i ve secto rs even before the 
cu rrent wave of  stri kes d isrupted 
outpu t .  M a n u facturi ng stood a mere 
2 .7 percent above the 1 97 5  l evel . 

I t  i s  not  exactly n ews  that  the 
Br i t i sh econ omy has  been i n  fun -

GOLD 

damenta l ly  sen i le shape for many 
decades . What is worth underl i n ing  
i s  the accumulated ev idence agai nst  
the past several years' to rren ts of  
c la ims  that  the specu lat i ve North  
Sea  oi l deve lopment wo uld  do great 
th ings n ot on ly fo r sterl ing ,  but fo r 
the U n ited K i n dom's  eco nomy . 

Gross Domestic Prod uct, based 
on total  outp ut data,  decl i ned by .2 
percent between the th i rd  and fo urth 
quarters of 1 978  and stood on ly  
s l ight ly  above  the  second quarter 
leve l .  I n  the last three m onths  of 
1 978 ,  G O P  stood a t  1 08 .4 (at cons­
tant prices, 1 975  = 1 00) com pared 

Gold prices reflect 
dol l a r  sta b i l izat ion 

T h e  spot price of  gold cont i nued to 
hang fire below the $254 an  o unce 
peak three months  ago ,  though it 
reached $25 1 . 50 at Feb . 2 8  deadl ine ,  
reflecti ng he ightened fears over the 
M i deast an d China's  war .  

Not  o n ly has  the i nter im do l lar  
stabi l izat ion produced the ord inary 
c o u n  tereffect - u n d e r  ex t raor -
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d i n ary cond i tions  - of s lowing go ld  
d e m a n d ,  w i t h  B a n k e r s  T r u s t  
sen ior  v ice-pres ident  Gordon  C urt is  
t he l a test  t o  stress the d o l l ar ' s  
fi rmness .  A s  wel l ,  a m argi n of  fl ight  
money h as flowed i nto  s i l ver  rather 
t han  gold i n  the past  few weeks ,  as 
wel l as i n to ster l i ng .  S i l ver  fut ures 
have a lso j u m ped . 
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wi th 1 08 . 3  and 1 08 .6 respectively in  
t he prev io us two quarters . Acco r­
d ing to the Financial Times, most 
economists expect tota l output to be 
even  l ower this year wh i le the Con­
federat i o n  of Br i t i sh  I n d u stry ' s  
m o n t h l y  t r e n d s  fo r i n q u i r y ,  
publ i shed last  week shows that de­
mand has further weakened in the 
last two months .  

The  u n der ly ing  leve l  o f  i n ­
dustr ia l  o utput h a s  changed l itt le 
s i nce a sharp rise between the spring 
and ear ly  s u m mer  and the a l l ­
i ndustr ies output  between October 
and December fel l  1 .2 percent  from 
the  leve l  o f  the  prev i o u s  t hree 
months . M a n u factur ing production 
was down 2 . 1 percent  from the th i rd 
quarter. 

Overa l l ,  domestic output grew 
by about 3 . 5  percent  dur ing the 
whole  of  1 978 ,  but  there was a gain 
of on ly  . 7  percent  i n  manufacturing 
product ion . 

The detai led breakdown shows 
that i n  the last three months of  1 978 ,  

The l atest U .S .  Treasury gold 
auct ion  so ld a m i l l i on  ounces at 
$25 2 . 3 8  an ounce, up from $2 1 9 . 7 1 
at the January auction . Dresdner 
Bank ,  one of  the pr ime movers in  
creati ng the new gold-backed Eu ro­
pean  M on et ary System , bough t  
a lmost t he  ent i rety .  

James B lanchard's l atest Gold 
Newsletter is fu l l  o f  smug projec­
t ions  that "there w i l l  be a perpetual 
atmosphere of wor ld  cr is is ," to c i te 
B lanchard h im se l f, emphasis  h i s; 
but the  newsletter also carries a 
m o r e s o b e r ,  i f  n o t  b e t t e r ­
i n ten t ioned,  appraisal  of the E M S's 
gold remonetization by Robert G uy 
of N . M .  Rothsch i lds ,  a long with 
G uy's  expectation  that  Japan,  which 
h as not  offi c i a l l y  u p v a l ued i ts  
reserves l i ke the Europeans ,  wi l l  
fo l low su i t .  G uy added that th is  
brand of  "pro-gold" sentiment  i s  
emphat ical ly not  ant i -dol lar .  

-A/ice Shepherd 
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outp ut in the m etal manufacturing 
sector was 4 percent  lower than in 
the previou'l quarter and production  
in engineering and a l l ied i ndustries 
was 4 .9 percent  lower. Texti le out­
put was down 2. 1 percent ,  with ship­
b ui lding al so dropping.  

Despite this startl ing evidence 
that the British economy has ground 
to a ha l t ,  the  Brit ish Touri st Board 
has i nv ited 1 00 foreign journal ists to 
London to dispel the idea that the 
country is on its knees.  

* * *  
No nuclear power for Brita in :  The 
ach ievem ent of negative economic 
g r o w t h  h a s  p r o m p t e d  B r i t i s h  
authorities t o  consider seriously the 
findi ngs of a recent study by the I n ­
ternati onal  I nstitute for Environ­
m ent and Development which ca l l s  
fo r the scal ing down , if  not  o utright 
scrappi ng ,  o f  Br i ta i n ' s  n uclear  
en ergy goals .  Based on a two an d a 
half year research proj ect fun ded 
j ointly by the Ford Foundation and 
British Petroleu m ,  this crew of  en­
viron mental ists has co ncluded that 
o ffi c i a l  fo reca s t s  h a ve g r e a t l y  
overesti mated fut ure energy req ui re­
men ts .  They warn that if these 
forecasts go unch al lenged , money 
co u l d  be need lessly wasted on the 
devel opment of n ew energy sources.  
In the op i n i o n s  o f  the study's  
authors, Britain could stop b ui lding 
n uclear power stations ,  red uce its 
n uc lear industry to a fraction  of its 
presen  t s i z e  a n d  s t i l l  p r o d  u c e  
enough en ergy t o  ensure "s ubstan­
tial ly higher l iving standards ."  

Accordi ng to the group's  fin­
dings total energy u se in the year 
2025 could be no  higher than 1 975  
w i t h o u t  a dversely affect ing  t h e  
B r i t i s h  w a y  o f  l i f e .  " I t  i s  
aston ishingly easy to save energy," 
the a uthors told the London Guar­
dia n .  " I t  had real ly s urprised u s  over 
the past two years how easy it  is  to 
achieve zero energy growth . . .  " 

-Marla M;nn;c;no 
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T RADE 

C h i nese ca ncel la t ions shock 
tra d i ng com m u n ity 

The i nk was barely d ry on over $2 
bi l li on worth of Japanese industrial 
deals  with the People's Rep ublic of 
China when China announced this 
week that al l  post-Dec. 15 projects 
with Japan are suspended. Earlier 
suspicions that m any of the vaunted 
China trade possibi l i ti es are a swin­
dle were further confirmed by the 
British Coal  Board's collusion in 
p lann ing to dump Chinese coal onto 
third m ar kets . Meanwhile, qualified 
o bservers say that the Chinese m ove 
against Japanese industry is i n ten­
ded to punish Japan for its  refusal to 
support China's i nstigation of war. 

The m aj or J apanese trad i n g  
c o m p an ies  a b road vo iced their  
shock at being "bluntly notified by 
the Chinese that a l l  contracts signed 
since m id-December were not to be 
considered effective for the time 
bei ng," repo rted the M arch I Jour­
nal of Commerce . The $2 . 1  bi l l ion 
subsumed 49 contracts, including 
the $ 1 . 1  bi l l ion Paoshan steel m il l  
n ea r  S h a n g h a i ,  a g i a n t  p e t r o ­
chemica l  complex, a n d  a ferti l izer 
p l a n t .  J a p a n e s e  t r a d e  r e p r e­
sentatives left for China Feb. 28 to 
n ot ify Peking that the "suspension" 
acti on is "unacceptable ."  

What the Chinese are deman­
ding is  that  these major deals, con­
c l u d e d  o n  a c a s h  b a s i s ,  b e  
renegotiated o n  a deferred settle­
ments, or  effective credit, basis .  This 
reflects China's shortage of foreign 
reserves, stressed both New York 
and Western European sources . It is 
now clear that the Chinese are out to 
garner the bulk of i nternational 
financing for its mi l i tary purposes, 
at the expense of developing nations 
who propose to use  cred i t  fo r 
industrialization and modern izatio n  
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of agriculture. Brit ish spokesmen -
including Lord Eric Rol l  of S . G .  
Warburgs i n  a Frankfurt speech we 
reported last week - have been per­
fectly candid about their com mit­
ment to serving as China's  brokers 
in deploying h u ndreds of bi l l ions of 
Eurodol lars to the Bank of China.  

* * *  

Coals to Newcastle: 
Britain also intends to help China 
get foreign exchange through export 
earnings of a singular k ind .  The 
London Financial Times reported 
Feb : 7 that China envisages making 
its coal i n to a maj or export item . I n  
fact , i t  has told some o f  i ts trading 
partners in Europe that i t  i n tends to 
sell 60 m i l lion  tons a year by 1 985 ,  a 
huge increase in total market sup­
plies that would greatly depress the 
price and that could only  be carried 
out as a massive dumping operation . 
The situation came to l ight because 
China is demanding that Great 
Britain accept coal as payment for 
b ui lding a $200 m i l lion coal mine i n  
China - an attempt t o  sel l  coal to 
Newcastle,  since Britain itself is a 
coal exporter . China's demand has 
s ta l led negotiations to w rap up the 
dea l .  Britain 's  on ly  option is  to try 
to m ar ket the Chinese coal abroad, 
but, acco rd ing to the head of the 
National Coal Board, this m ight pit 
Britain against Germany, which ap­
parently has been asked to take coal 
as  wel l .  The Financial Times author 
neglected to mention that Britain 
would also be sel l ing Chinese coal in 
competition wi th its own . In fact,  he 
said, Britain m ay accept the absurd 
pack age in  order not to prejUdice 
other deals in the works . 

-Peter Rush 
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CO R PO RAT E ST RAT EGY 

Wou ld you buy a u sed car  

from Laza rd Freres? 

I t  has recent ly  come to our atten­
tion that the Par is  and N ew York 
offices of  the Lazard F re res  i nvest­
ment g ro up are o ver ly  enthusiastic 
about gett ing a "p iece of the action"  
of  the  coming  bus iness boom i n  
M ex ico .  I t  seems tha t  members o f  
the Lazard staff h ave  been feverish ly  
cal l i ng many J apanese companies 
and pedd l ing  the firm as an expert i n  
doing b us iness  i n  M exico . Lazard 
hopes to take advan tage of  Japan 's  
growing in terest i n  Mexico as  a 
source o f  o i l  and  a m arket  for h igh­
technology exports .  Whi le  more 
than wi l l i ng  to l i sten to the op in ions  
o f  the i nfluent ia l  Lazard group ,  the  
Japanese are  k n ow n  to  ho ld  the v iew 
t hat the o verpriced "adv ice" of the 
firm i s  i n  fact a c lassroom lesson on  
how not to d o  bus iness  i n  M exico . 

Every sa les m a n  h as h i s  own sales 
plan and, thus, there are var iati ons  
o n  the advice be ing  g iven  by the 
representat i ves of  L azard . H o wever, 
there i s  a dist inct  and comm o n  
theme runn ing th rough t h e  various  
approaches toward Mexico bei ng 
peddled by the fir m :  every approach 
s uggested by Lazard stands in  stark 
oppos i t ion  to the stated pol ic ies of 
the M exican gover n m en t, which has 
the fina l  say over the  major  econ ­
o m i c  d i rections  t h e  country w i l l  
take .  

According to  very wel l  i n formed 
U . S .  corporate sources, Lazard has  
been v i s i t ing  the offices of lead ing 
J apanese banks and  " i n forming" 
them that the Mexican government  
des ires economic cooperation  wi th  
J apan i n  l abor- i ntensive,  low-tech­
n o l ogy proj ects  th ro ug h o ut t h e  
coun try . T h e  h ighest levels of t h e  

4 6  Econo m ics 

Mexican government  ho ld  th i s  v iew, 
according to Lazard,  which c la ims 
to  be i n  c lose  contact with "power­
ful"  Mexican o fficia l s .  

A s  one Lazard sa lesman t r ies  to 
peddle  t h

'
i s  pol icy approach to the 

Japanese banks ,  others  have been 
v i s i t i n g  r e p r e s e n t a t i v e s  of t h e  
powerfu l  J apanese trading com­
panies,  with a d i fferent  sales techn i ­
que . Lazard i s  o ffer ing the servi ces 
of some po l i tic ians  in Mexico who ,  
the  firm c la ims ,  carry the bags  of  
Lazard godfather A n d re M eyer and 
who could be i n strumenta l  i n  cut­
ti ng through Mexico ' s  " red-tape" to 
de l iver contracts to Japan . The 
n a m e  m o st o ften  m e n t i o n ed by 
Lazard in th i s  regard i s  that  o f  the 
c u r ren t  gover n o r  of Baj a  C a l i ­
fo rn ia ,  Roberto De l a  Madr id .  

What  Lazard has  fa i led to in ­
form i t s  p rospective  Japanese cl ients 
i s  that a developmental  strategy 
b a s e d  o n  l a b o r - i n t e n s i v e  
agricultural  and ind  ustr ia l  projects 
has been rej ected outr ight by the 
M exican govern ment and th at the 
u npopularity suffered by both the  
Carter  A d m i n i st ra t i o n  and the 
I M F-World Ban k  throughout  M ex­
i co  w o u l d  a lso be  s u ffered by 
Japanese fi rm s if they adopt such a 
bu si n e s s  a p p r o ac h .  M o re o v e r ,  
Lazard ' s  rep uted " b ig-f ixer"  i n  
M exico,  Govern or D e  l a  M adr id ,  is 
a wel l -k nown lead ing proponent  of 
the " H ong K ong" an d " M onte 
Car lo" st rategi es for deve lopment :  
t h e p r o m o t i o n  o f  g a m b l i n g .  
touri sm .  and re lated " indust ries" 
most associ ated with former M ex­
ican Pres ident M iguel  A l em an , The 
govern or i s  a l so known to ma in ta in  
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very c lose t ies to his  counterpart 
ac ro ss t h e  b o r d e r ,  C a l i fo r n i a  
Governor Jerry Brown . The M ex­
i ca n  govern ment  a n d  espec ia l l y  
P re s i d e n t  L o pez P o rt i l l o  h a ve  
angr i ly  rejected t hese ideas as v iable  
p lans  fo r t he futu re of  M exico . 

When  Lazard ' s  "adv ice" to 
Japan is viewed along with the 
fi rm's  t ies to  the World Bank and to 
Sen .  Edward Ken nedy (D-Ma. ) ,  the 
lead ing U .S .  proponent of  l abor-in­
tensive projects fo r M exico and the 
use of M exican o i l  by the U ni ted 
S tates to b ust th·;: O PEC carte l ,  then 
o ne m ust conclude that  Lazard h as 
the pol i t ica l  i n tent ion of i nhibit ing 
M e x i c o ' s h ea vy - i n d u st r y - b ased  
development ,  as wel l  as d isrupting 
i ndepen dent re lat i ons between M ex­
ico and Japan on  oil development .  

A l l  of  th i s  j ust  goes to show that 
when choosing a consu l ting firm,  as 
when buying a used car,  one  must 
kn ow the intentions of the sa lesman .  

- Peter Ennis 
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T h e  A F L-C I O  refu ses a ct io n 
o n  C h i n ese th reat  of wa r 
The A F L-C I O  Executive Board concluded its semi­
annual week long meeting in Bal Harbor, Fla.  without 
taking any policy stand whatsoever on the Chinese inva­
sion of V ietn am and its threat to global peace. 

The U .S .  media has chosen to focus on the Executive 
Board's ample criticisms o f  Carter Administration 
domestic policy - most of  which are incompetently for­
mulated .  I n  an upcoming issue we wi l l  more closely ex­
amine them . Such "pronouncements" are not the most 
important story of the Executive Counci l  meeting; they 
are m isdirection - and the media knows it .  

What we present below won't be found in any other 
paper or magazine.  

Accordi ng to sources close to the meeting,  a debate 
raged within the Executive Board up until the l ast  mo­
ments of its m eeting on what to do about the Chinese in­
vasio n .  

One grouping centered around the leaders of the 
Bui ldi ng Trades, the Steelworkers and the Longshore 
union,  v iewed the Chinese action as contrary to U . S .  
policy interests and endangering t h e  n ation with poten­
tial , unnecessary thermonuclear confrontation with the 
Soviet  U n ion . These leaders viewed t he Carter 
A dm in istration as "stupidly playing with fire," with its 
implicit encouragement of the Chinese during the Teng 
visit to the USA . Fro m  early last week,  this grouping, 
some of whom were receiving updated briefings on 
developments i n  I ndochina from the U . S .  Labor Party, 
attempted to hammer out a policy statement that would 
place the Chinese on n otice that the United States did 
not support their invasion . They fu rther wanted to de­
mand that the Chinese withdraw and to cal l  on the 
President to state publicly that the U . S .  would not come 
to China's aid - even if the Soviet Union was forced to 

K i rk la n d :  Let the Soviets a nd C h i nese f ig ht 

I n  an  i nterview l ast  week with a foreign j ournalist 
made avai lable to this news service, A FL-CIO 
Secretary Treasurer Lane K irkland stated that i t  was 
his  "opin ion" that it would be in  the U . S .  strategic in­
terest to "let the Chi nese and Russians b leed each 
other ."  

K irkland stated that he  fo und former Secretary of 
State Henry K issinger's recent interview i n  the Lon­
don Economist as a "good summary of  our strategic 
situation worldwide . . . .  I find l ittle to quarrel with in 
it  . . .  we are getting pushed around everywhere by the 
Soviets and we are letting them get away with m urder 
with the SALT negoti ations." He cal led for the rejec­
tion of the upcoming SALT treaty . 

" L et  m e  p a ra p h ra se a n  o l d  m ax i m  fr o m  
N apoleon,"  K irkland said, "when yo ur enemies are 
chopping each other up, don't interfere . . . .  The 
Soviets , the Chinese, the Cambodians - they are all 
our enem ies. Let them bleed . . . .  " 

There is " n o  real threat" of any ki nd of war that 
wo uld involve the U . S . ,  K irkland assured the repor-

ter . " We have no real interest in this affair . . . .  " 
He further stated that while he personally had 

"some criticisms of the Administration's foreign 
policy an d China policy," the current war in In­
dochina had nothing really to do with it .  It  i s  an out-
growth of ancient hostil ities . . . .  The Chinese hate the 
Vietnamese and vice versa . . . .  This could have hap-
pened any t ime . . . .  " 

Told th at some analysts in Europe and elsewhere 
thought that it  was l ikely that if the Soviets were for­
ced to intervene they would use n uclear weapons on 
China,  K irkland became agitated : " Sure that's a 
possi bil ity . . . .  But nobody I ' m  talking to says its 
l ikely and I don't think that the Soviets would use 
nuclear weapons . . . .  Do other co untries think that? 
What do the British th ink?" 

Stressing that the above were al l  "my own per­
sonal opinions," Kirkland said that "the A FL-CIO 
has found th at in this case, si lence is the best 
pol icy . . . .  " 
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take action in defense of its Vietnamese all ies.  
Such leaders were stymied by the efforts of Lane 

K irkland, the A F L-C IO Secretary Treasurer, his side­
k icks on the Executive Board such as Zionist lobby 
operative Sol Chaitkin of the Garment Workers and the 
A F L-CIO I nternational Affairs Department, under the 
effective control of long-time A nglo-American in­
tel l igence operative I rving Brown . These networks are 
plugged directly into the State Department and i nto the 
National Security Council and Zbigniew Brzezinski  -
the American players of the "China card ."  

The fight  
Kirkland and the people who were pull ing his strings 
tailored their operation to the profiled weaknesses of the 
best of the A FL-CIO leaders . These leaders, while at­
tempting to shoulder their responsibi lity to their 
memberships and the nation,  have, over time, been 
made to feel totally dependent on a gaggle of so-cal led 
experts who "advise" them on their opinions .  K irkland 
h as been carefully cultivated as an expert with access to 
"inside" sources for national security briefings . Backed 
by the I nternational Affai rs Department, he is  known to 
push A F L-CIO leaders to "trust him and the experts" 
on crucial foreign affairs m atters . K irkland, part of the 
Committee on the Present Danger circles which take a 
hard-line, provocative stance on relations with the 
Soviet Union,  is occasionally chal lenged by "Ieft­
Fabian" social-democratic circles such as those around 
Will iam Winpisinger of the machinists, on defense spen­
ding and arms l imitation , but such debate is  inconse­
quential and for the most part contrived . 

What marks the policy discussions on the Chi nese 
invasion is that they almost went out of contro l .  For the 
first time in recent memory ,  people with in the K irkland 
CPD clique began to break profile.  Many of these peo­
ple had wandered into the Committee on the Present 
Danger thinking that it was an "American patriotic" 
oriented group. When confronted with the apparent and 
obvious lunacy of the China policy, these leaders bolted 
and began to verge on a pol icy position that actually 
represented U . S .  strategic pol icy interests . 

The wea kness 
But their own feel ing of in adequacy and their anti­
comm un ism apparently did them i n .  Under pressure,  
K irkland, who was reportedly kept updated by State 
Department so urces on the projected course of the war, 
moved first to fo restall a pol icy resolution . At midweek 
he was tell ing other A FL-CIO leaders that they had 
nothing to fear, that there was no cause for alarm.  
Sou rces i n  Washington indicate that the State Depart­
ment backed up Kirkland by urging the council not to 
do anythi ng that would interfere with U .S .  efforts to 
fo rce the Vietnamese to withdraw from Cambodia in ex­
change for a Chinese withdrawal from Vietnam . 

But many executive council members were not con­
vi nced . Pressure continued to build through last 
weekend for a pol icy resolution. K irkland and his allies 
scram bled to sow co nfusion ,  adopting a consciously 
fraudulent l ine that "no one really knew what was going 
on in I ndochi na ."  The A FL-CIO should not take any 
act ion,  but should "wait and see what develops . . . .  " He 
was aided by reports in the major U . S .  media which con­
sistently played down the danger of a global thermo­
n u c l e a r  w a r .  K i r k l a n d  w h i pped up t h e i r  a n t i ­
co mmun ism b y  pointing t o  the war a s  a fight among 
"our com m unist enem ies ."  He and his cothinkers gave 
ass urances that a Sino-Soviet war - if one should 
develop - would be in U . S .  pol icy interests. Warnings 
about a Sov iet thermonuclear stri ke agai nst China were 
"exaggerated out of proportion ."  

I n  the end, i t  came down to whether the A F L-CIO 
leaders were prepa red to act upon the evidence of a 
global war threat and the U .S . -Peking all iance for a 
therm on uclear showdown wi th the Soviet Un ion or 
whether they were cowed by K irkland and his "State 
Department" briefings . They l i stened to Kirkland. 

The "offic ial" excuses for this posture were almost 
laughable . "I t's too hard to tell what is going on in Indo­
ch ina," AF L-CIO public relations director Alan Zack 
told a reporter. "Rather than say something stupid , the 
A F L-CIO is going to say nothing." 
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LABO R PE RISCOPE 

Jack J ones is  in Detroit  to 

study UAW model for Brita i n  

Jack J ones, the former leader of 
B r i t a i n ' s  T r a n s p o r t G e n e r a l  
Workers Union,  left Detroit last 
weekend after nearly two weeks of 
meetings with officials of the U nited 
A u t o w o r k e r s u n i o n . U A W  
Solidarity House headquarters i s  
very "h ush-hush" about the content 
of M r .  Jones's d iscussions with 
UA W Presi dent Doug Fraser and 
others . They say only that Jones,  
who i s  known to be a big "Chi na 
booster," ta lked about a "wide 
range of subj ects ."  

Other so urces report that  Jones,  
the head of an i nternational pen­
sioners movement, was particularly 
interested in promoting an inter­
nat i o n a l  fo rm of the K en nedy 
Health Bil l ,  which the U AW sup­
ports . 

Jones was also "studying the 
structure of the U AW," to see what 
he could do with it  in Britain ,  said 
another U A W official in Detroit .  
The British trade union leader was 
given the "royal treatment" by his 
UA W hosts .  He plans to do l ikewise 
fo r UA W officials slated to visit 
Britain in  late summer.  

"We share a great number of 
common interests with our British 
frien ds ," said a Solidarity House 
spokesm an . 

* * * 

Bad company: Several leaders of the 
bui lding trades, as well as former 
Secretary of Labor Peter Brennan� 
presently of the New York State 
Building trades � showed up three 
weeks ago at a weekend conference 
in Washington,  D.C.  of " Energy 
Advocates ." The conference was 
organized under the a uspices of the 
H e r i tage Fo u n d a t i o n ,  a g r o u p  
reg u larly attacked i n  A F L-CIO 
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l iterature as antilabor and a key 
component of the right to work 
lobby. 

People at the Heritage Found­
ation are trying to play the labor in­
volvement as low key, so as "not to 
scare people away." 

The "bait" for the conference 
w as that it was supposed to defend 
the n uclear i ndustry fro m  environ­
m entalist attack - at least that is 
what M i ke Coupolos,  the H eritage 
organizer for the con ference told 
labor leaders and others . 

T h e y  h a d  i n v i t e d  B u i l d i n g  
Trades leader Robert Georgine, but 
he reportedly backed out under 
pressure. But the Heritage people, 
on closer examination ,  are " not all 
that tied to n uclear power." They 
wou l d  l i ke to see labor shift away 
from its strong support of n uclear 
power and i nstead back soft-energy 
-nonviable - options such as wind 
and solar.  People, especially labor 
l eaders , "start out as pronuclear and 
then we soften them up and open 
their eyes to other options," said a 
Heritage source . 

Somebody is being taken down 
the primrose path. (See upcoming 
Executive I ntel l igence Review for a 
full report on this hoax. ) 

* * * 

Teamster "dissidents" in trouble in 
Motor City: On-the-scene reports 
from Detroit indicate that the Ken­
n edy machine-controlled dissidents 
inside the Teamsters un ion, PROD, 
I n c .  an d the T e a m s t e r s  fo r a 
D emocratic Union are in big trou­
ble . 

While TDU-PROD leaders call 
for a strike when the master freight 
agreement expires March 3 1 ,  they 
c a n ' t  g e t  T ea m s te r s  to t h e i r  
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meetings ,  and "membership" ap­
pears to be dropping rather than 
growing. Last weekend's Detroit 
m eeting of the M ajority Contract 
Coalition - an amalgam of PROD� 
T D U ,  a n d  assorted d isgrun tl ed 
Teamsters - attracted only 50. A 
month before they drew about 1 50. 
Observers noted that the Coalition 
was down to the "hardcore."  TDU 
blowh ard Pete Camarata looked 
discouraged, as did other coalition 
leaders . 

T DU-PRO D  strategists place 
h igh priority o n  Detroit Local 299 
for a "show of discontent" with 
Team ster leadership . Local 299 , the 
former b ase of Jimmy Hoffa, is also 
Teamster President  Frank F itz­
simmons's  home l ocal . 

T D U - PR O D  leaders pretend 
nothing i s  wrong, but others close to 
the M CC say there is "big trouble." 
They talk of the split in PROD (see 
Executive Intelligence Review Vol. 5 
No. 8)  and the "goddamn U . S .  
Labor Party ," which has circulated 
evidence that the TDU and PROD 
are part of a high-level , foundation­
fun ded conspiracy to destroy the 
T e a m s te r s . " I f  we c a n ' t  g e t  
something going in Detroit we're 
h urting bad," said one discouraged 
TDUer .  
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T E R RORISM 

I s  the ADL beh i nd a 
u .s .  terrorism outbrea k? 

A reputed A D L  member, Mor­
dechai Levy, was reported by the 
Feb . 21 Philadelphia Journal as 
being responsible for attempting to 
organize a N azi Party ral ly which 
was to be held in  Philadelphia Feb . 
25 . Before the rally's Zionist l ink  
was exposed, it  was  being bu i l t  up 
n ationally as l ikely to trigger violent 
confrontations between the N azis 
an d Jewish mi litants .  S ince that ex­
posure, however , the ral ly was called 
off, and no violence erupted.  

ADL officials have made no 
com ment on the Journal's exposure, 
an d  n ational media which were 
to uting the prospects of violence are 
now playing down the en ti re affair ,  
some trying to dismiss it  as  a hoax . 
A ccordi ng to our informed sources, 
Levy a l so fu ncti o n s  as a h igh­
ran k i n g  member i n  the Jewish 
D e fe n s e  L e a g u e  c h a p t e r  o f  
Phi ladelphia.  It  is al so reported th at 
Lev y i s  n o w  b e i n g  h i d d e n  i n  
Brooklyn by members o f  the v io lent,  
M aoist Progressive Labor Party 
(PLP) .  Moreover, according to a 
source c lose to the U . S .  Department 
of Justice, Levy is  under investiga­
tion by the FBI for his i n vo lvement 
in the unsolved December 1 975  
LaGuardia  A irpo rt b o m b i n g  i n  
which 1 2  peop le died . 

Despite the A D L's si lence ,  the 
affair closely parallels earlier i nci­
dents in  which one James Rosen­
berg ,  l inked to both the A D L  and to 
I s rael i I n te l l igence,  was caught 
organizing violent confrontations 
between the Ku Klux K lan and the 
Progressive Labor Party in  Trenton 
an d Philadelphia .  And it  coincides 
with a rash of i nciden ts which ap­
pear to intersect prominent A D L  
figures , Zionist lobby-lin ked pol iti­
cians and organized crime. The inci­
dents cohere with evidence of  A D L  
involvemen t in criminal activ it ies, 
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i n c l u d i n g  d r u g - r u n n i n g a n d  
terrorism, documented i n  the best­
selling paperback,  Dope, Inc .  

The indications of a terrorist 
escalation in the United States i n ­
clude the following: 

• The near-defu nct Jonathon 
Jackson-Sam Melvi l le Brigade bom­
bed the Westchester, New York 
M obi l  Oil offices on Feb . 27. The 
unit had not been active since the 
summer of 1 976 when local law en­
forcement authorities in itiated a 
series of arrests of the group's mem­
bers. A t  that time, it was reported 
that the group had been created out 
of Thomaston Pr ison in M aine  
where a $20,000 a year drug-run ning 
operation and bomb-making in ­
struction were components of daily 
l ife at the correctional faci l i ty .  

I t  was a lso reported i n  1 976 that 
M IT l inguistician and brainwashing 
expert Noam Chom sky and former 
Weatherman terrorist Eric M ann 
were directly invo lved in orienting 
the original prison networks toward 
the b irth of the terrorist group. The 
Washingto n ,  D .C . -based Inst i tute 
for Policy Studies was also invo lved . 

• I n  Seattle, Washington ,  the 
terrorist George Jackson Brigade 
carried out a bank robbery usi ng a 
d iversionary bombing and bomb 
threats duri ng the course of the rob­
bery . The Brigade's  "above grou nd" 
unit ,  the Revolution ary Comm unist 
Party  ( R C P ) ,  l ed a 2 0 - p e r s o n 
paramil itary march in downtown 
Seattle, wearing match ing j ac kets 
and berets and brandish ing 3-foot 
fighting sticks .  

• At the same t ime  th ere oc­
curred a spate of terrorist- l i n k ed 
b a n k  r o b b e r i e s  i n  V a n co u v e r ,  
B r i t i s h  C o l u m b i a ,  i n c l u d i n g  a 
weapons  assau lt on t he B r i t i s h  
Col umbian  Coord i n ated L a w  En­
forcem en t U n i t  ( C L E U ) .  Acco rd ing 
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to local sources , the CLEU has been 
chiefly responsible for large-scale 
drug-seizures, the most recen t bei ng 
last week in which over $20 mi l l ion 
in  hero in was confiscated . I t  was 
theorized that the terrorist attacks 
aga inst the unit  were coordinated by 
organized crime interests .  

A nt i terrorism experts in the 
regi on are exploring tentative l i n ks 
b e t w e e n  t h e  G e o rge J a c k s o n  
Brigade and the leading Seattle­
based Zionist lobby figures. They in­
cl  ude :  S en ator H e n ry " S coop" 
Jackson;  Stan ley Golub , owner of 
the M ariners profession al sports 
team and the 1 976 Treasurer of the 
Jackson for President Campaign 
Com mittee; Herman Sarkowsky, 
o w n e r - g e n e r a l  p a r t n e r of t h e  
S e a h a  w k s  a n d  t h e  S o u n d e r s  
profess ional sports teams and mem­
ber of the Washington State Horse 
Raci ng Commission;  Jack Spi tzer, 
Security Savings and Loan Associa­
tion banker and newly elected Inter­
national President of B'nai B'rith; 
and M e r l e  D. C o h n ,  S ec u r i ty 
Savi ngs a n d  Loan banker  and 
National Com mission member of  
the A D L . 

• I n  Balti more,  a Revolutionary 
Commun ist Party unit and another 
organization,  the Yo uth Against 
W a r  a n d  F a s c i s m  ( Y  A W F ) ,  
fe a t u r e d  p r o m i n e n t l y  a s  
provocateurs during the Feb . 1 9  and 
20 " s n o w  r i o ts "  i n  t h a t  c i ty . 
Baltimore Sun news colum nist Neal 
Sidon repo rted that the RCP used 
b u l l  h o r n s  to e n c o u rage m o re 
looti ng . The Y A W F  was given ex­
tensive local television coverage i m­
p l o r i n g  perso ns  to j o i n  in the 
looting .  The Y A W F  grouping was 
identi fied last year as functioning 
d i rect ly under the A D L  in a terrorist 
assass inat ion capacity . 

-Robert Kay 
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Refo rm of t h e  a nt it rust l aws 
Kennedy sponsors 'legal' onslaught against U .S .  industry 

I n  J a n u a r y ,  t h e  Pres i d e n t ' s  C o m m i s s i o n  for the Rev iew 
o f  A n t i t r u st Law a n d  Proce d u res i s sued i t s  report  a n d  
reco m m e n d a t i o n s  for refo r m  o f  t h e  a n t i t r u s t  l aw .  
Leg i s l a t i o n  t o  i m p le m e n t  t h e  co m m i s s i o n ' s  p roced u r a l  
proposa l s  was  i m medi ate l y  i n t ro d uced b y  Sen . H o wa rd 
M etze n b a u m  ( D -O h i o ) .  H ea r i n gs are  n ow be i n g  h e l d  i n  
t h e  Sen a t e .  

T h e  report  i tsel f h a s  l e ft corpo rate a t t o r n ey s  a n d  
a ny o n e  e l se w h o  h as assessed i t s  i m p l ica t i o n s  ree l i ng .  
T h e  c o m m i ss i o n  we n t  fa r beyo n d  a ny m e r e  p roced u ra l  
rev i e w  o f  t h e  d i ffi c u l t ies  o f  a n t i t r u st l i t i g at i o n  a n d  en fo r­
cem en 1 .  M aj o r  c h a n ge s  were p ro p osed i n  t h e  very n at u re 
o f  t h e  a n t i t r u s t  l aw as it was  e n a cted i n  t h e  S h e r m a n  A ct 
o f  I H 90 .  

I f  t h e  rec o m m e n d a t i o n s  b ec o m e  l a w ,  t h e re w o u l d  be 
a vast  and ra d i ca l reo rg a n iza t i o n  of t h e  A m er ican  
ec o n o m y  - a res u l t  l arge l y  p re d i cated o n  L o u is  B r a n ­
d e i s ' s  60-ye ar-o ld  v i s i o n  o f  t h e  w o r l d  a s  a co l l ec t i o n  o f  
s m a l l  v i l l ages ,  " free ly  i n te ract i n g . "  T h e  A m e r i c a n  i n ­
d u s t r i a l  ca pa c i ty w o u l d  b e  dece n t r a l ized , t h e  a b i l i t y  o f  
m aj o r  copora t i o n s  t o  ge nerate  a n d  c o n ce n t rate  c a p i t a l  
fo r i n ve st me n t  w o u l d  b e  v a s t l y  l i m i ted , fo rc i n g  t h e i r  
re l i a nce u p o n  a n  i n crea s i n g l y  cen t ra l ized b a n k i ng 

system - t h e  B r i t i s h  m ode l . I n fa ct , c u r re n t  t r e n d s  i n  
b a n k i ng w o u l d  i n d icate  t h a t  s u c h  a ce n t ra l ized cred i t  
sy stem l I 'ould h e  do m i n a te d  b y  B ri t i sh a n d  C a n a d i a n  
b a n k i ng i n st i t ut i o n s .  

N ee d l ess  t o  s a y ,  s u c h  a res u l t  w o u l d ,  fo r a l l  i n te n t s  
a n d  p u rposes , ret u rn t h e  U n i ted St ates to i t s  p re- I 77 6  
s ta t u s  a s  a B r i t i s h  c o l o n y  - a res u l t  s u pp o rted o n l y  by a 
h a n d fu l  o f  ra d i c a l  e n v i ro n m e n t a l i st s  a n d  t he C i ty o f  
L o n d o n . B u t  va ri o u s  s tages i n  t h e  s tep-by-step p rocess 
e m bod ied by the c o m m i s s i o n  report h a ve fa r broader  
s up po rt .  A s  Sen a t o r  E d w a r d  K en n e d y ,  C h a i r m a n  o f  the  
S e n a t e  J u d i c i ary Co m m i t t ee pres i d i n g  over  t h e  i m p le­
m e n t a t i o n  of t h e  co m m i s s i o n  rec o m m e n d a t i o n s ,  a n ­
n o u n ce d  a t  t h e  A ug u s t  co n ve n t i o n  o f  t h e  A m e r i c a n  B a r  
Associ at io n ,  he  has welded together a coal i t ion  of  
l i bera l s  a n d  co n servat ives ,  b a se d  o n  a com m i t m e n t  to  
" free e n terp r i s e , "  to b a c k  t h e  reco m m e n d a t i o n s  o f  the  
com mittee. The Senator 's  staff to ld the Executive In­
telligence Review last June  that  "d ivesti ture is a growing 
trend .  " 

T h e  m o s t  s o l i d  e v i d e n ce o f  t h e  s t rength  of t h i s  
pec u l i a r  K e n nedy "coa l i t i o n "  w a s  a n  A ug u st report  o f  
t h e  prest i g i o u s  A m er i c a n  B a r  A s soc i a t i o n  C o m m i ttee 



o n  L a w  a n d  t h e  Eco n o m y ,  c h a i red by J o h n  J .  M cC l o y .  
T h a t  co m m it tee proposed t h e  e l i m i n a t i o n  o f  m aj o r  areas  
o f  reg u l atory  a u t h o ri t y ,  in  fav o r  o f  " free e n terpr i se" -
a l l  m ad e  fea s i b l e  by " m ore e ffect i ve "  en fo rcem e n t  o f  t h e  
a n t i t r u s t  l aw s .  

A prescr ipt ion f o r  d ivest i t u re 
T h e  c o m m i ss i o n  rep o rt p roposes to rew r i te t h e  a n t i t r u s t  
l aw t o  m a ke i t  " m ore e ffect i v e . "  I t s  m o s t  i m po r t a n t  
recom m e n d a t i o n s  w o u l d  a m e n d  t h e  S h e r m a n  A n t i t r u s t  
A ct t o  estab l i s h  proofs o f  m o n op o l y  o r  co n s p i racy t o  
rest ra i n  t r a d e  t h a t  are  p u re l y  s t r u ct u ra l :  W h a t  i s  t h e  cor­
porat io n 's  percen tage o f  m a r k et s h a re? Are there 
s i m i l ar i t i e s  in  p r i c i ng? N o w h ere w o u l d  i t  have to be 
s h o w n  t h a t  the corpo r at i o n s  i n vo l ved were e i t h e r  l i k e l y  
t o  s ucceed i n  t h e i r effo rt s  t o  m o n op o l ize t rade o r  a c ­
t u a l l y  e n g aged i n  p red a t o ry b u s i ness  be h a v i o r .  T h i s ,  i n  
i tse l f, i s  a p resc r i p t i o n  fo r d i ves t i t u re o f  m a n y  m aj o r  c o r ­
porat i o n s ,  a n d  w i l l  h ave a s ig n i fica n t  i m pact  o n  c o r -

porate  dec i s i o n - m a k i ng c o n ce r n i n g  g r o w t h  a n d  t h e  
deve l o p m e n t  of new tech n o log ies .  

C o n s i d e r  Sect i o n  2 o f  t h e  Sherm a n  A n t i t rust  A c t  of  
1 890:  "Any person w h o  s h a l l  m o n op o l ize,  o r  at tempt to 
m o n o p o l ize . . .  a n y  part  o f  t rade o r  co m m erce . . .  " may 
b e  fi n ed o r  i m p r i s o n e d  fo r v i o l a t i n g  t h e  a n t i t r u s t  l a w s .  
T h e  c o u rts  have  a l w ays ru led t h a t  a n  a n t i t r ust  c a s e  h a s  
t o  be p r o ve n .  H o w? By s h o w i ng t h a t  t h e  corpo r a t i o n  i n ­
t e n d e d  t o  c r e a t e  a m o n o p o l y  a n d  h a d  a " d a n ge r o u s  
p r o b a b i l i ty  o f  s u ccess" i n  d o i ng so . The co m m i s s i o n  has  
m ad e  reco m m e n d a t i o n s  th at  wo u l d  a b o l i s h  s uc h  s t a n ­
d a r d s  o f  p r o o f  a n d  s u bst i t u te s t r u ct u ra l  deter m i n a t i o n s  
o f  t h e  n at u re o f  t h a t  p a rt i c u l a r  eco n o m i c  sector  fo r 
p ro o f  o f  act u a l  i n te n t  to m o nopo l ize .  

" Pers i s tent  m o n o p o l y  power ca n be preslIIl led 

( e m p h a s i s  a dd ed )  to be m a i n t a i ned t h ro ug h  d e l i berate 
c o n d uct  t h a t  w o u l d  v i o l ate t rad i t i o n a l  S h e r m a n  A ct Sec­
t i o n  2 s t a n d a r d s , "  says Reco m m e n d a t i o n  2 ( b ) .  The  
co m m i s s i o n ' s  rat i o n a l e  here i s  that  a n y  proof  o f  p re­
d at ory p r i c i ng or o t h e r  " b a d  b u s i n ess  co n d uct" si m p ly 
" i l l u m i n a tes" t h e  m o n o p o l y  power o f  a co rpo ra t i o n . By 
i m p l i c a t i o n ,  a " m o n op o l y "  i s  s i m p l y a fu n c t i o n  o f  t h e  
m a r k et sh are o f  a n y  p a rt i c u l a r  corpo ra t i o n ,  w h et h e r  o r  
n o t  t ha t  corpo r a t i o n  does  a n yt h i ng to d i scou rage o t h e r  
co rporat i o ns fro m  co m p et i n g  w i t h  t h e m  for t h e  s a m e  
m a r k et . A n u m be r  o f  l a rge corporat i o n s ,  w h ose growth 
has  been b ased upon tec h n o l og ica l  i n n ov a t i o n ,  l i k e  
I B M ,  X erox , a n d  K od a k , h a ve a l ready been s u bj ected t o  
a n t i t r u s t  act i o n s  by b o t h  t h e  fed e ra l  g o ve r n m e n t  a n d  
p ri va te i n d i v i d ua ls beca use  o f  t h e  l arge m a rket  s h a re 
t h e i r  i n n o va t i o n s  h a ve o b t a i n e d .  

O n e  we l l - co n nect ed corporate  atto rney po i n ted o u t  
t h a t  t h ese reco m m en da t i o n s ,  i f  i m p l e m e n t e d :  w o u l d  act 
as a re st ra i n t  o n  corporate  growth and the rate of 
tech n o l og i c a l  i n n o v a t i on .  I f  corpo rat i o n s  fea r to c ross  
so me i l l -d efi n ed " m ag i c  l i n e "  by expa n d i ng t he i r  
m a r ke t i ng o r  fi n a n ci ng research a n d  devel o p m e n t  to 
create a new prod uct l i ne ,  t hey w i l l  n ecessa r i ly  h o l d  back 
o n  growth and aggress i ve c o m pet i t i o n  fo r fea r  o f  
d r a w i n g  a n t i tr u s t  a ct i o n  d o w n  u p o n  t h e m . Aggres s i ve 
c o m pet i t i o n  was n ev er p l aced i n  t he s a m e  category as 
a n t i co m pe t i t i ve b u s i n ess  c o n d uct by the S h e r m a n  A c t .  
M u l t i n at i o n a l  corpo r a t i o n s  w h ich  t e n d  t o  expa n d  the i r 
fo re ign m a r k ets  based u p o n  resea rch , devel o p m e n t ,  a n d  
m a r k e t i ng i n  t h e  U n i ted S t a tes ,  w i l l  b e  p a r t i c u l a r l y  h a m ­
pered i n  t h e i r  e fforts  t o  c o m pete w i t h  aggress ive ,  fo reign 
t r a d i n g  co n s o rt i a .  

Dis incent ive t o  g rowth 
T h e . seco n d  m aj o r  s t r u ct u r a l  reco m m e n d a t i o n  of  the 
c o m m i ss i o n  h a s  eq u a l ly d i re con seq u e n ces  fo r A m e r i c a n  
i n d u s t r y .  T h e  com m i ss i o n  s uggests  t h a t  prosec u t i o n s  fo r 
at te m pts  t o  m o n op o l ize ,  u n der  Sect i o n  2 o f  t h e  S h e r m a n  
A c t ,  s h o u l d  n o t  h a v e  to depe n d ,  as  t h ey do n o w ,  u p o n  
s h o w i n g  t h a t  t h e  a t t e m p t  h a s  a " d a ngero u s  pro b a b i l i ty  
o f  s u cces s . "  T h e  o n l y  req u i rem e n t  s h o u l d  be fo r the 
g o v e r n m e n t  to s h o w  t h a t  t h e  c o r p o r a t i o n  h a d  
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"s ig n i fi c a n t l y  th reatened co m pe t i t i o n . "  T h i s  effect i v e l y  
e l i m i n ates m o s t  o f  t h e  t r a d i t i o n a l  defe n ses to a n t i t r u s t  
act ion and lowers the th resho ld  for v io lat ions .  

The pu rpose o f  t h i s  reco m m e n d at i o n : res t ra i n i n g  t h e  
growth o f  l a rger fi r m s  i n  fa vo r o f  s m a l le r  o n es ,  dece n ­
t r a l i z a t i o n  o f  i n d ustry . T h e  com m i ss i o n  i s  v e r y  speci fi c  
i n  t h i s  rega rd . T h ey s uggest t h at C o n g ress e x a m i n e  t h e  
refo r m s  " i n  v i e w  o f  poss i b le d i s i n ce n t i ves t o  b u s i n es s  
gr owth o r  p u b l i c  perce pt i o n s  o f  u n fa i rn es s . "  T h e  c o u rt s  
"s h o u l d  n o t  accept a n y  fo rm of  re l i e f  t h a t  i s  i n adeq u a te 
to rest ore c o m pe t i t i o n  eve n t h o ug h  a d e q u a t e  re l i e f  m ay 
h ave adverse tax  or other  fi n a n c i a l  c o n seq uences fo r t h e  
d i vest i n g  fi r m  o r  t h i rd part ies . "  T h e  t h i rd pa rty h e r e  i s  
t h e  A m er ican p u b l ic ,  w h ich  wi l l  b e  p ay i n g  i n·fl ated 
pr ices 'fo r o b s o l esce n t  tec h n o l og i es and p r o d u c t i v e  
capac i t ies .  

The com m i s s i o n  then proposes to  end gover n m e n t ' s  
ro le i n  t h e  deve l o p m e n t  of  t he i n frastructu re t h a t  i s  v i t a l  
b o t h  t o  i nd us t r i a l  p r o d u c t i o n  i n  t he U n i ted States  a n d  t o  
expo rt s .  A n t i t r u s t  i m m u n i t ies  o f  t h e  t r u c k i n g  i nd ustry  
a n d  ra i l roads s h o u l d  be e l i m i n ated and t h o se i n d u st r i es 
be s u b st a n t i a l l y  dereg u l at ed ,  goes t h e  proposa l .  T h e  
s a m e  i s  reco m m en ded fo r oce a n  s h i p p i n g ,  i f  d e fe n se a n d  
d i p l o m at ic co n s i d e ra t i o n s  m a k e  t h a t  feas i b l e .  

T h e  A m e r i c a n t ra nspo rtat i o n  g r i d ,  desp i te  certa i n  
p ro b l e m s, i s  p r o b a b ly t h e  best i n  t h e  w o rl d .  F r o m  a t  
least 1 9 1 9  o n ,  i t  was  deve l o ped a s  a j o i n t  g o ve r n m e n t ­
p r i v a t e  i n d ustry ve n t u re t o  perm i t  t h e  leve l s  o f  i n vest­
m e n t  and e x t e n t  of  se rv ices n ecessary fo r a grow i n g  i n ­
d u s t r i a l  eco n o m y .  T h i s  j o i n t  ven t u re ,  t h e  c o m m i s s i o n  
pro poses,  s h o u l d  be a bo l i shed a n d  t h e  i n d u s t ry t h ro w n  
o p e n  to " free c o m pet i t i o n "  - ro ute c u t t i ng ,  p ri ce wars ,  
a n d  a n  e n d  to ca p i t a l  i n vestm e n t  a s  i n n u m e r a b l e  s m a l l  
com pan ies attempt to establ i sh  a n iche for themselves . 

The deregu l a t i o n  po l i cy coh e res w i t h  t he overa l l o b­
ject i ves of t h e  c o m m i s s i o n ' s  reco m m e n d a t i o n s  t o  d ecen ­
tra l ize t he A m e ri ca n  eco n o m y .  I n  t h e i r  m i n d s ,  t h i s  i s  a 
de si ra b l e  social p o l icy to be e n a ct ed by m a n i p u l a t i o n  o f  
the ant i t rust l aws .  

Hoping for not h i n g  too d rast ic  
Pu b l ic sc ru t i ny h a s  been ass i d u o u sl y  a v o i de d  in  e ve ry 
step o f  t h e  co m m i s s i o n ' s  o perat i o n .  T h e  co m m i s s i o n  
wa s estab l i s h �d w i t h  a s i x - m o n t h s  d u ra t i o n ,  extraor­
d i n ar i l y  s h o rt . fo r  t h e  c o m p l e x  i ssues  to  be co n s i d ered . 
Senator Ken nedy's  staff has  expla ined to the Executive 
Intelligence Review that th is is no problem because "the 
m o st effect i ve way to get  res u l t s  would  be to  h a m m e r  
out  t h e  gu ide l i n es before  t h e  co m m i ss i o n  beg a n  i t s  
work . "  T h e s e  "g u i d e l i nes"  i n c l uded a n u m be r  o f  
proce d u ra l  reco m m en d a t i o n s ,  s u bseq u e n t l y  adopted by 
the co m m i s s i o n ,  a proposa l  t o  rev iew a l l  reg u l ated i n ­
d u s t r i e s  e x e m p t  fr o m  a n t i t r u s t p r o s ec u t i o n  a n d  
e l i m i n a te th ose exem pt i o n s ,  a n d  to  fac i l i ta te  d i vest i t u re .  
The w o r k  was  wel l - prepa red fa r i n  a d v a n ce ,  t h e  co m m is­
s ion was stac k ed with t r u s t b u s t i n g  a d v o cates a n d ,  by the 
t ime t h e  reco m m e n d a t i o n s  were issued,  l eg i s l a t i o n  was  
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a l ready d r a w n  up to beg i n  i m p l e m e n t i n g  t h e  reco m m e n ­
d a t i o n s .  

A n  Executive In telligence Review su rvey of  H ouse 
a n d  S e n a te J u d ic i ary C o m m i ttee m e m bers ,  c o n d ucted 
s ix m o n t h s  ago,  i n d icates that n o n e  of t h e m ,  bes ides  
Sen a t o r  K e n nedy ,  h a s  t h e  l e a s t  u n derst a n d i n g  o f  what  i s  
u n derway . Sen ator  Pa u l  L a x a l t ' s  o ffice com m e n ted l a s t  
J u n e :  " A s  fa r a s  we are c o n ce r n ed t h e  com m i ss i o n  w i l l  
b eg i n  a n d  e n d  w i t h  n o  refo r m s  prop osed . "  

C o rp o rate  a t t o r n eys were p l a y i ng t h e  s a m e  g a m e  of  
b i d i ng the i r  t ime and h o p i n g  that  n o t h i ng t o o  drast ic  
w i l l  res u l t ,  m a k i ng a co m p r o m ise  here  o r  there  o n  
p r oced u re ,  a i r l i n e  dereg u l a t i o n  a n d  so fo rth . B u t  t h e  
c a r d s  a re o n  t h e  t a b l e .  S e n a t o r  K e n nedy a n d  h i s  a l l ies  
h ave a n n o u n ce d  t h e i r  p l a t fo r m :  U . S .  i n d u s t ry i s  to be 
d i vested a n d  s h r u n k to  t i n y ,  dece n t r a l ized e n t i t i es ,  
o rg a n izat i o n a l l y  a n d  fi n a n c i a l l y  i n capa b l e  o f  m a k i ng t h e  
n ecess ary tech n o l og i c a l  advances .  

- Felice Gelm an 



( SPlel A l RIPOR T 

T h e  Vatica n 's wo r l d d i p l o m a cy 
key to f ig ht  fo r 

• 

I S  p �og ress 
The editor of  the Vatican ' s  Spanish-language newspa­
per, Monsignor Calderon ,  told the press on Jan . 25 
t h a t  " t h e  p o n t i ficate  of Pope J o h n  Pa u l  I I  w i l l  be 
deci ded" b y  the p o l i t ic a l  a n d  t he o l o g i c a l  s t a n ce t h a t  he 
w o u l d  t a k e  a t  the t h i rd L a t i n  A m e r i c a n  Ep iscopa l 
C o n ference ( C E L A M )  a few days  l a t e r .  I n  fac t ,  Pope 
J o h n  Pa u l ' s  speech at  t h a t  c o n feren ce co n fi r m e d  h i s  
i n ten t i o n  t o  c a r ry fo rward t h e  p o l i c i e s  o f  h i s  p redeces­
s o r s ,  Pa u l  V I  a n d  J o h n  Pa u l  I .  

These p o l ic ies  h a ve p l aced t h e  V at ican  i n  a l ea d i n g  
r o l e  i n  g l o b a l  e ffo rt s  t o  e s t a b l i s h  i n d u s t r i a l  p rogress  -
pa rt i c u l a r ly i n  t h e  T h i rd W o r l d .  A nd t h ey a re i n c reas­
i ng l y  draw i n g  the h os t i l e  a t ten t i o n  o f  o p p o n e n ts of th e 
i nd u st ri al m o v e m en t ,  t h r o w i n g  a spo t l i g h t  o n  t h e  m o re 
overt ly fe u d a l i s t  tendenc ies  w i t h i n  t h e  C h u rch s u c h  as 

In this section 

O u r  Speci a l  Report  th i s  week is on t he V a t i ca n ,  i t s  
wo r l d w i d e  d i p l o m acy , a n d  i t s  r o l e  i n  t h e  fig h t  fo r 
prog res s .  

• V a l er i e  R u sh fro m  o u r  Lat i n  A m e r i ca d e s k  
r ep o r t s  o n  t h e  C E L A M  I I I  co n ference h e l d  i n  
M ex i c o  d u r i n g  J a n uary ,  p r o v i d i n g  a b ac k g ro u n d  
to t h e  s i g n i fi c a n ce o f  t h e  co n ference's  a ffi rm a t i o n  
o f  sc ience  a n d  deve l o p m e n t  a s  C h u rc h  p o l icy .  

• T h e  T h e o l og y  o f  L i be r at i o n ,  t h e  h eresy in  
L at i n  A m e r i c a ,  a n d  i t s  p redecessor ,  t h e  C r i s te ro 
m o ve m e n t ,  i n  M ex i c o .  

• T h e  V at ic a n ' s  com m i t m e n t  t o  devel o p m e n t ­
t h e  n ew n a m e  fo r peace - w i t h  excerpts  fro m  
Pope Paul VI ' s  Populo rum Progressio a n d  from 
J o h n  Pa u l  I I ' s  s pe ec h  t o  t h e  C E L A  M I I I  co n fer­
e nce reaffi rm i ng that  p o l icy fo r progres s .  

• A n d fro m o u r  Eu ro pe d es k ,  V i v i a n  Z o a k os 
exp l a i n s  who the sch i s m a t i c  A rc h b is h o p  L efeb v r e  
i s  a n d  w h o  a n d  w h a t  h e  represe n t s .  

t he G e o rge to wn J es u i t  h e resy a n d  t h e  "co n servat i ve" 
m o ve m e n t  o f  o l igarch i s t - a l l i ed A rch b i s h op Lefe b v re in 
E u rope .  

. 

A s  C a i deron h a d  i n d ica ted , J o h n  Pa u l  I I  p u t  fo rward 
t w o  p r i n c i p a l  fea tu res of t h e  fo u n da t i o n  fo r h is  p o n t i fi ­
cate  i n  h i s  a d d ress to t h e  C E L A M I I I  meet i ng i n  P ue b l a ,  
M ex ic o :  fi r st ,  t h e  C a t h o l i c  C h u r c h ' s  recog n i t i o n  of i t s  
d uty  t o  i n vo lve  i t se l f  i n  so l v i ng m aj o r  soci a l  p r o b l e m s ,  
w h i l e  s i m u lt a n eo us l y  co n de m n i n g  t h e  pseudo-revo l u­
t i on ary d o ct ri nes of certa i n  La t i n  A m er ican  b i s h ops :  
an d seco n d ,  an  ecu m e n i ca l  co m m i tm e n t  to open 
d i a l og u e  with a l l  i n tern a t i o n a l  fo rces rega rd less of  the i r 
fo r m a l  rel ig i o us v i e w s .  

P o p e  W oj ty la ' s  s p e e c h  m a d e  repeated re feren ce s  to 
Pope Pa u l  V I ' s  e ncyc l i c a l  POflll/1I1'l I 1 I l  Progr('ssio as the 
b a s i s o f  c u r re n t  V a t ic a n  po l icy .  T h i s  encyc l i c a l  was 
a ut h o n: d  over 10 years  ago to  fo r m u late C h u rch sup­
po rt fo r Th i r d  World i n d ustr i a l  deve l o p m en t  as the 
m ea n s  o f  e n s u r i n g t he necessary moral  deve l o p m e n t  o f  
t h ese pop u l a t i o n s .  

P r i o r  to h i s  m u ch-p u b l ic ized M ex i c a n  t r i p ,  t h e  t e n o r  
o f  W oj ty l a ' s  p o l i t i c a l  o r i e n t a t i o n  h a d  b e e n  m ade a m p ly 
c l e a r  d u r i n g  h i s b r i e f  ten u re i n  t h e  papa l o ffi ce . For  ex­
a m p l e ,  h e  i m mediate ly  m o ved to  p u rs u e  the p l a n s  o f  h i s  
predecessor  J o h n  Pa u l  I to  i n i t i a te d i rect V a t i c a n  part i ­
c ipat ion  i n  t h e  M i d d le East  peace p rocess . John Pa u l  I 

h a d  p l a n n ed to v i s i t  Leb a n o n  to at tempt  a peace m e d i a ­
t i o n . W oj t y l a  sent  C a rd i n a l  Be rt o l i  to Leba n o n  i n  e a r l y  
Dece'm be r  to i n vest igate t h e  s i t u a t i ll n ,  fo l l o w i n g  two 
lengthy c o n s u l ta t i o n s  between h i m sel f a n d  J o rd a n ' s  
K i n g  H u ssei n at  t h e  V a t i c a n  begi n n i ng Dec . 1 4 .  W h i l e 
spea k i ng w i t h  H u ssei n ,  J o h n  Pa u l  I I  was a l so m eet i ng 
w i t h  represe n t a t i ve s  o f  A fr ican  l i berat i o n  m llv e m e n t s  i n  
a n  at tempt  to m e d i ate  a pea<;e i n  s o u t h e r n  A frica . 

Spea k i ng to the i n te r n a t i o n a l  press corps on J a n .  1 3 , 
t h e  Pope i d e n t i fied fi ve strateg i c  areas i n  w h ic h  t h e  
C h u rc h  p l a n ned m aj o r  i n terven t i o n s :  Leba n o n ,  t h e  Far  
L a s t .  N o rt h e r n  I re l a n d ,  Lat in  A m e r ica ,  a n d  I ra n .  W h i l e  
h i s  i n terve n t i o n  at  t h e  M ex i c a n  C E L A M  meet i ng 
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undo ubtedly represents Wojty la ' s  most decis ive i n ter­
vent ion i nto Latin A merica,  he ear l ier  attempted to 
mediate a dangerous  d ispute between A rgent ina  and 
Ch i le ,  d i spatch ing Card ina l  A n ton io  Samore to both  
coun tries as  h i s  persona l  representat ive .  

M ost i nd icative, because most controversia l , have 
been Pope John  Pau l ' s  act iv i t ies and  pron ou ncements i n  
re lat ion to the com m un ist countries o f  Eastern Europe 
and the commun ist  movement i n  the West .  As he told 
the reporters in  Jan uary,  "the task of  Vatican d ip lo­
macy is to serve the cause of  peace," proposing that  fu l l  
official  re lat ions be  estab l ished between the Vat ican and 
the soc ia l i st countries .  S ince that t ime,  negot ia t ions  bet­
ween the Vat ican ' s  negot iator and Po land have ryport­
edly yielded sign i ficant resu l t s ,  and the I ta l ian  p ress now 
pred icts that offic ia l  rela t ions  w i l l  be establ ished bet­
ween the two probably before the end of  the year. M uch 
wi l l  depend on the Po l i sh visit wh ich Wojtyla now p lans  
for M ay ,  a t r ip  fi rst d i scussed short ly after Wojty la ' s  
elect ion . The Pope a l so gran ted a lengthy aud ience to 
Soviet  Foreign M i n ister G romyko on J a n .  24, wh ich 
was descr ihed as extremely co rd ia l .  

Especi a l ly ind icat ive of  h i s  wi l l ingness to pursue Pau l  
V I ' s  cou rse of  open d ia logue wi th  com m u n i sts was  the  
exchange hetween Wojty la and "Vatican o log ist" San­
t in i ,  the co rrespo ndent for the I ta l i an Comm un ist Party 
newspaper . I n terv iewed hy Sant i n i  on  an a i rp lane  
headed fo r M exico,  Wojty la po intedly sa id that  "the  
fi rst newspaper I read in the morn ing is  the left ist press,  
sta rt ing wi th l'lIiui .  This newspaper ma kes some 
cr it ic isms , and I l ike i t ." He  cont in ued : "The C h u rch 
l i ves in real ity everywhere, in  Po land as  i n  I ta ly ,  as in 
Mexico .  The Church wants to serve everybody i f  it 
wi shes to he what it must he . The ai m of  the  Ch urch is 
the com mon good, and to fu rther that un i ty ,  that  so l i ­
darity which you were speak ing about . "  

Pope Wojty la h a s  made several s ign i fican t  gestu res to  
socia l ist Eu rope , a l l  o f  wh ich  have led h i s  former ant i ­
commun ist ad mi rers to specu late publ icly in  the press 
whether the Pope is not in fact "a left wi nger" desp ite 
earl ier pred ict ions to the contrary . For example ,  on Jan . 
1 8 , John Pa ul sen t a message of good w i l l  to the Po l ish 
government not ing t ha t  "he wishes the ir  cooperat ion i n  
the com mon task o f  secur ing peace ," a message the 
Pol i sh government  puhl ished in  a l l  major  �� t iona l  
med ia .  

. )  " "  

I n the fo l lowing report , /:'.\'(, ( , l I li \ '(.' I"I('II(�£'"( ,(, Rel'ie ll' 
exami nes t he V atican ' s  pol icy, inc lud ing q uotati ons  
from the  encyc l ica l P0f1I1/0rlil" Progressio , wh ich char­
ted the Church's  recent ro le in favor o f  ind ustr ia l  
progress , statemen ts by Pope Wojty la ,  and  a report on  
the  C E LA M I I I  co nference. A nd we provide a profi le of  
the  pol icy's oppos i t ion ,  featur ing an in -depth report on 
the movement heh ind Lefehvre - the fi rst in a general 
ci rcu lat ion Engl i sh- language publ ication - by o u r  
European desk ch ief. V i v i a n  Zoa kos .  

C E lAM I I I : pol i cy 
is science, g rowth 
The Third Episcopal Conference of  Lat in  American 
Bishops ,  held i n  the M ex ican c i ty of Puebla , concl uded 
ea rl ier th i s  month with a progra mm atic victo ry fo r those 
forces within the Catholic Church that are viewed by 
fr iend and foe al ike as the " Pa u l  V I "  faction . Despite 
m uch public fanfare in the United States and Latin 
American press over a supposed factional battle within 
the Church, the reality i s  that the medieval ist tendency 
associated with both the M arcel Lefebvre forces on the 
"right" and the "Theology of Liberation" forces on the 
"left" was so undly trounced . 

The crucia l  i ssue :  the sanct i ty o f  the human mind .  
Acco rd ing to the M essage to the  People of  Lat in 

America is sued a t  the  c lose o f  C E L A M  I I I , "God's  
power req u i res th at man  co ntribu te h i s  max i m u m  ef­
forts to the  fru i t ion of h i s  l abor of love by a l l  means 
poss ible :  ( th rough both ) sp ir i tua l  force and conq uests of  
science and  techno logy i n  favor  of  mank ind ."  By the  
exerci se of h i s  creat iv i ty i n  the service of God,  man wi l l  
foster a "C ivi l izat ion of  L o ve" ch aracterized by peace, 
i ndustr ia l  and scien ti fi c  deve lopment ,  and respect for h i s  
fel low ma n .  T h i s  is man ' �  "transcendenta l  vocat ion" 
and thus  m an w i l l  " l i ve to the fu l les t  h is d iv i ne fi l i a­
t ion . " 

Medel l i n ,  1 968 
The batt le  fought  o ut a t  Puebla had heen defined much 
ea rl ie r, in fact I r years ear l ier ,  at the h isto ric C E L A M  I I  
co nference i n  M edel l i n ,  Co lombia  i n  1 96 8 .  A t  th at co n­
ference, fo rces a l l ied with Pope Pa ul  VI succeeded in 
spl itti ng the Lati n American c h u rch away from the so­
ca l led t rad i t iona l i sts ,  those encrusted react ion ary l ayers 
wi th in  the C h u rch h ierarchy largely iden t i fied with 
Latin America ' s  l and-ho ld ing o l igarchy,  the lat ifund­
ists . Pope Pau l ,  the  fi rst Pope to travel  to Lat in  A m erica, 
made an  unpreceden ted in terven t ion to inaugurate the 
conference . C E L A M I I  had been chosen by Paul  VI as 
t h e  sp r i ngboard  fo r h i s  revo l u t i o n a ry encyc l i ca l  
P0f1I1/0r/l1 l l  Progressio , and th rough th i s  statement ,  he  
provided the sma l l  core of  human ist bishops who took 
con trol of C E L A M with a potent i n strument for refo r­
m ing or even "revo lut ion iz ing" the powerful Lati n 
American Catho l ic  Church . 

P0f1I1/0r/l1l l  Progressio defined the r ights of man as 
being socia l  and  economic  as  wel l  as spir i tual  but ,  more 
s ign i ficant ly ,  defi ned creat iv i ty - the use of man 's  in ­
tel lect to perfect the world around h im - as pri m a ry to 
the evo l ut ion of  a new h uman ist world order .  "The Bi-
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b le ,  fro m  t h e  fi rst  page o n ,  teaches u s  t h a t  t h e  w h o l e  o f  
crea t i o n  i s  fo r m a n ,  t h a t  i t  i s  h i s  respo n s i b i l i ty t o  
devel o p  i t  by i n tel l i ge n t  effo rt a n d  by m e a n s  o f  h i s l a b o r  
t o  perfect i t ,  so  t o  spea k ,  fo r h i s  u s e . "  

PO{1u/orum Progressio a l so exp l i c i t ly i d e n t i fied t h e  
r o l e  t h a t  s c i e n ce a n d  tech n o l ogy m us t  p lay  i n p u rs u i t  o f  
t h i s  n e w  h u m a n i s m .  " I t i s  s u ffic i e n t  to p r o m o t e  t ec h ­
n o l ogy t o  r e n d e r  t h e  w o r l d  a m o re h u m a n  p l a ce i n  w h i c h  
t o  l i ve . . .  F a r  fro m b e i n g  t h e  u l t i m a te meas u re o f  a l l  
t h i n g s ,  m a n  c a n  o n l y  rea l i ze h i m se l f  b y  reac h i ng bey o n d  
h i m se l f. " 

U n de r  t h e  t i t l e  " Deve l o p m e n t  i s  t h e  new n a m e  fo r 
peace , "  Pa u l  V I ' s encyc l ic a l  d e m o n strated h o w  c o m m it ­
m e n t  t o  progress  can be act u a l i zed t h r o u g h  g l o b a l  
devel o p m e n t  based o n  tech n o l ogy t r a n s fe r ,  i n d us­
t r i a l izat i o n ,  a n d  m ut u a l  h u m a n  u n dersta n d i ng .  

Theology o f  Liberat ion 
Pa u l  V I ' s s u ccess at  M ed el l i n  w a s  a b i t t e r  p i l l  fo r t h e  
o l igarch i s t s  w i t h i n  t h e  C h u rch t o  s wa l l o w .  C o u n ter­
i n s u rgen t netwo r k s ,  l a rge ly  t r a i n ed by t h ose e l e m e n ts 
w i t h i n  t h e  J es u i t  order  assoc i ated w i t h  t h e  m e d i eva l i st 
A rc h b i s h o p  Lefe b v re ,  were act i va t ed i n s i d e  L a t i n  
A me r i ca t o  co u n te r  PO{1l1/orum Progressio w i t h  a n  a n t i ­
h u ma n i s t ,  c o u n te rc u l t u ra l  rei n te r p ret a t i o n  o f  Pa u l  V I ' s 
i n i t i a t i v e s .  

U s i ng a " l eft" c o v e r ,  t h e  " T h e o l og y  o f  L i berat i o n "  
w a s  spa w n e d ,  i t s  " p reachers" i n te rp ret i ng PO{1l1/orul l l  
Progressio as a call for armed insurgency against 
" ca p i ta l i s m " :  i .e . ,  i n d u st r i a l i za t i o n ,  u rba n rza t i o n ,  a d ­
vanced tec h n o lo g i es ,  a n y t h i n g  wh ich th reatened t h e  
c o n t ro l l ab le n a rrow un i ve rs e  o f  t h e  s u perst i t i o us La t i n  
A m e r i ca n  peasa n t .  T h e  " L i be ra t i o n i s ts" were l a v i s h ly  
fu n d e d  by U . S .  a n d  E u r o p e a n fo u n d a t i o n s  t h a t  
spec i a l ized i n  soc io log ica l  p r o fi l i ng o f  t a rget p o p u l a ­
t i o n s ,  a s  we l l  as b y  C h u rch fu n d i ng o rg a n iza t i o n s ,  s u c h  
a s  A dven i a t  a n d  M i sereo r o f  W e st G e r m a n y ,  w h i ch 
fi n a nced t he C h u rc h ' s  r i g h t  w i ng i n  s u c h  adve n t u res as  
t h e  o vert h ro w  of  C h i le ' s  A l l e n d e . 

Th e T h e o l ogy of L i be ra t i o n  was c reated as a c u l t  b y  
t h e  v e r y  o l iga rch i s t s  i t  a l l eges to  o p pose fo r o n e  p r i m a ry 
p u rpose :  to c h a n n e l t h e  d i sco n t e n t  a n d t h e  h o pe s  o f  t h e  
Lat i n  A m e r i c a n  po p u l a t i o n  i n t o  v i o l e n t  a n a rc h i s t up­
h e a va ls  w h e re p o ss i b l e ,  and i f  not ,  i n t o  genera l  de fe n s e  
o f  t h e  W o r l d  Ba n k ' s  genoc i d a l  n o -g r o w t h  po l i c i e s .  

I t  was t h e  T h eo logy o f  L i be ra t i o n ,  w h ich h a d  fa l se ly  
c l a i med M ede l l i n  a s  i ts  v ic tory ,  w h ich was  d e feated at  
C E L A M I I I .  

T h e  d iv i n ity of Ch rist 
The issue of the d i v i n i t y  of C h r i s t  was m a de the c e n t r a l  
p o l e m i c  at t h e  P u e b l a  co n feren ce as t h e  m ost e ffect i v e  
w a y  o f  add ress i n g ,  i n  t h eo l o g i ca l term i n o logy,  t h e  a t ­
t a c k  o n  t h e  C h u rc h ' s  h u m a n i st p o l i cy o f  i n d u st r i a l iza ­
t i o n  m o u n te d  by t h e  T h e o logy o f  L i b e ra t i o n . T h e  
" L i bera t i o n i s ts" prem ise t h e i r  " t h e o l ogy" on t h e  a sser-
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t i o n  t h at C h r i s t  w a s  m o rt a l ,  a revo l u t i o n a ry .  By d en y i ng 
C h r i s t  h i s  d i v i n i ty ,  a n d  t h u s  h i s u n iq ue re la t i o n s h i p  to 
b o t h  God a n d  m a n ,  the L i berat i o n i sts  deny t h e  
poss i b i l i ty o f  b r i d g i n g  t h e  vo i d  between m a n  a s  a 
b i o l og i c a l  e n t i ty a n d  m a n  as " G o d - l i k e, "  se l f-per fect­
i n g ,  and ca pa b l e  o f  se l f-per fect i o n  exp ressed t h ro u g h  
sc i e n t i fic  d i scove r i es .  U n i versa l  l a w  ( G o d )  bec o m es u n ­
k n o w a b l e ,  u n reac h a b l e ,  a n d  m a n  i s  c o n d e m ned forever 
t o  be the b u n d le of a n i m a l  i m p u l ses  the L i be r a t i o n is ts  
p o r t ray h i m  to be . C h r i s t  h i m se l f  i s  relegated t o  t h e  ro le  
o f  " s u b ve r s i v e  o f  N azaret h , "  as  Pope J o h n  Pa u l  I I  ob­
served , and t h e  m o r a l  i m pe r a t i v e  w h i c h  h e  represents  in  
C h u rch doct r i n e  i s  red uced to a s ing le  h i stor ica l  m o ­
m e n t .  

A t  C E L A M I I I , Pope J o h n  Pa u l  I I ' s  i n a ug u ra l  
presen tat i o n  co u n tered t h e  Theo logy o f  L i berat i o n  w i t h  
a po l e m i c  o n  C h r i s t :  " I n  s o m e  cases e i t h e r  the  d i v i n i ty o f  
C h r i s t  i s  s i l en ce d ,  o r  i s  m a d e  a n  o bj ect  o f  erro n eo u s  
i n terpretat i o n .  C h r i s t  w o u l d  o n l y  be a ' p r o p h e t :  a n  a n ­
n o u ncer  o f  t h e  re i g n  a n d  l o v e  o f  G o d ,  b u t  n o t  t h e  t r u e  
so n o f  G o d  . . .  A n y  s i l e n ce ,  n eg lect , m u t i l a t i o n  o r  i n ade­
q u ate e m p h a s i s  o n  t h e  i n teg ri ty  o f  t h e  m y s tery o f  J e s u s  
Christ . . .  cannot be the  va l id content of evangel iza­
tion . . . .  " 

F i n a l l y ,  C E L A M I I I  c o n c l u d e d  w i t h  a n  u n ­
m istakeable reaffirmation o f  Pa u l  V I ' s Popu/orlll / l  
Progrc.I'.I'io a s  i t  w a s  m e a n t  to be u n derstood .  In the 
M essage t o  the Peop l e  o f  L a t i n  A m e r i c a ,  rep rese n t i n g  
t h e  pre l u d e  o f  t h e  co n feren,ce ' s  fi n a l  d o c u m e n t ,  C E L A M 
asserts  t h a t  "a c i v i l i z a t i o n  o f  l ove" ca n n ot ex i s t  as l o n g  
a s  " fu n da m e n t a l  h u m a n  r i g h t s "  - t h e  r i g h t  to a 
l ive l i h oo d ,  a n d  ed ucat i o n ,  to c u l t u re ,  to p h y s i c a l  a n d  
m e n t a l  i n teg r i ty - a r e  v i o lated . I t  c a l l s  o n  " a l l  m e n  o f  
g o o d  w i l l ,  a n d  t h o se w h o  h ave m i s s i o n s  i n  a l l  t h e  fie l d s  
o f  c u l t u re ,  s c i e n ce ,  p o l i t ics ,  e d ucat i o n ,  l a b o r ,  t h e  c o m ­
m u n i ca t i o n s  m e d i a ,  t h e  a rt s  . . .  to  beco m e  t h e  b u i l ders  o f  
t h e  'c iv i l izat i o n  o f  l ove' . "  

A nd i n  a n  a p p e a l  for u n i versa l  cooperat i o n  i n  t h e  
crea t i o n  o f  Pa u l  V I ' s  " n e w  w o r l d  o r d e r , "  t h e  m essage 
u rges the a d v a n ce d  n a t i o n s  not to sta n d  in the way of 
the deve l o p m e n t  o f  the T h i rd W o r l d ,  but rather "to h e l p  
u s ,  w i t h  a h i g h e r  p u rpose,  t o  b r e a k  t h e  barr iers o f  o u r  
u n derdeve l o p m e n t ,  respect i ng o u r  c u l t u re,  o u r  p r i n c i ­
p les ,  o u r  soverei g n t y ,  o u r  i de n t i ty ,  o u r  n a t u ra l  poten t i a l . 
W i t h i n  t h is  sp i r i t ,  w e '  wi l l  g ro w  toget h e r  as brothers ,  
m e m bers  of  t h e  same u n i versa l fam i l y . "  

- Valerie Rush 
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J oh n  Paul affir m s  
in d ustria l g rowth 
In his address to the Third Latin A merican Episcopal 
Conference ( CELA M III). delivered in Puebla. Mexico. 
on Jan. 28. 1 979. Pope John Paul II reaffirmed Pope Paul 
VI 's policy of industrial progress articulated in 
Populo rum Progressio. and lashed out at the an­
titechnology movements clustered under the rubric of the 
. .  Theology of Liberation. " Following are excerpts of the 
official text of the Pope 's address. 

. .  , This Third Conference should, therefore, take as i ts 
p o i n t  o f  departure t he co n c l u s i o n s  of Medel l i n  
(C E L A M  I I) ,  with everything positive that i t  has t o  of­
fer, but wi thout ignori ng the incorrect interpretations 
sometimes made which requ ire serene j udgment, timely 
cri ti cism and a clear statement of position  . . . .  

Popul orum Prog ressio 

for wor l d  peace 
The Ecumenical Fight for Progress 

The ! 9(j7 Pop u l or u m  Progressio ,  presented hy Pope Paul 
VI to the ! 9M CELA M 11 meeting in Medellin . CO!OI/1-
hia .  is the off1cial ecumenical program j(Jr the organi::ing 
activity of the Catholic Church. From the section entitled 
To the B ishops; Priests; Religious; the Faithful ;  and to 
al l  M en of Good Wi l l ,  we present the following excerpt: 

Part I For ma n's complete development 

Ch rist ian  vis ion of development 
If  further development cal l s  for the work of m ore and 
more techn icians,  even more necessary is the deep 
th ought and reflection of wise men in search of a new 
h u manism which wi l l  enable m odern man to find him­
self  anew,  . . .  This is what  wil l  permit the ful lness of 
authentic development,  a development which is for each 
and a l l ,  the transit ion from less human conditions to 
those which are m ore human . . . .  

Less h u m a n  co nd i t ions :  t h e  lack of m a ter ia l  neces­
si t i es fo r th ose who are w i t h o u t  t he m i n i m u m  esse n t i a l  
fo r l i fe .  the mora l  defic ienc ies  o f  th ose w h o  a re 

. . .  As shepherds, you have the clear consciousness 
that your principal obl igation is  to be teachers of the 
truth . Not of  human, rational truth , but the truth that 
comes from God; that carries with it the principle of 
authentic human l iberation . . . .  

Today in m any places "rei nterpretations" of the 
Gospel have been in circu lation - and this is not a new 
phenomenon . . . .  

I n  some cases either they obscure the divinity of 
Christ or they indict themselves with interpretations at 
variance with the faith of the Ch urch . (To them) Christ 
would be merely a "prophet," an announcer of the 
ki ngdom and the love of God, but not the true son of 
God, and thus would not be the center, the subject of the 
very evangelical message . . .  

A ny si lence about, any forgetting, any mutilation, or 
any inadequate emphasis on the integrity or the mystery 
of Jesus Christ that distances i tself from the faith of the 
Ch urch , cannot be the val id content of evangelism . . . .  

I f  the Church i s  active i n  the defense o r  in the 
promotion of the dignity of man, it is so in accordance 

m uti lated by sel fish ness . . . .  Condit ions that are more 
h uman : the passage from mi sery toward the possession 
of necessities, the v ictory over social scourges , the 
growth of k n owledge, the acq uis it ion of culture.  Addi­
tional conditions that are more human :  i ncreased esteem 
for the dignity of others, the turning toward the spirit of  
poverty,  cooperati on fo r the com m on good , the wi l l  and 
desire for peace . . . .  

I n dustrial ization 
. . .  I f  i t  is true that a type of capita l i sm has been the 
source of extensive suffering, i nj ustice, and fratricidal 
conflicts whose effects s t i l l  persist ,  i t  would be wrong to 
attribute to ind ustrial ization i tsel f evils that belong to 
the woeful system which accompan ied i t .  On the con­
trary, one must recogn ize, i n  a l l  j ustice, the i rreplace­
able co ntribution m ade by the organ ization of labor and 
of i n d u stry to what development h as accompl ished . . . .  

Progra m a n d  Pla n n i ng 
I n div idual  in itiative a lone and the mere free play of 
com peti t ion could never assure successful develop­
ment .  . . .  Hence ,  program s  a re necessary in order "to en­
cou rage, s t im ulate,  coord i n ate, supplemen t ,  and inte­
grate" the acti v i ty of i n d iv iduals  and of in termediary 
bodies .  I t  perta ins  to the  publ ic authorit ies to ch oose, 
even to lay down,  the objectives to be pursued, the  ends 
to  be ac h ieved, and the  means for atta in ing these, a nd i t  
i s  fo r them to st i m u l ate a l l  the forces engaged in  the ir  
co m m on act iv i ty .  But  let them take ca re to associate 
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with i ts m i ss ion wh ich ,  a l though of  a rel ig ious  and  not  
soc ia l  or pol i t ical  n ature, can do n o  l ess than  cons ider 
man in the i n tegr i ty of his being . . . .  

The Church . . .  a lways wants to be at the serv ice of  
man ;  and  to  man as the  Church sees h i m  i n  the  Chr ist ian 
vis ion i t  ho lds  of  anthropology.  I t  does no t  need to 
resort to  systems or  ideologies to love,  to defend ,  and to 
col laborate i n  the l i beration  of  man  . . . .  

I t  i s  therefore not  out  of  opportunism or  desire for 
novelty that  the Church , "expert in humanity" ( Pope 
Pau l  VI,  speech to the U N ,  Oct . 5 ,  1 965) ,  i s  the defender 
of human rights . . . .  

Fa i thfu l  to  th i s  commi tment ,  the C hurch wants to 
stay free in the face of  competing systems to opt solely 
for man . . .  ( i t  i s) not  thro ugh v io lence, power p lays ,  or 
po l i tica l  systems,  but  by means of  the truth about  man 

(that)  the road to a better future (can be found) .  
Th us i s  born the constant concern of  the Church 

over the del ica te quest ion of property . . . .  Pope Paul  V I  
spoke o n  th is  quest ion with speci al  force a n d  profundi ty 
in h i s  encycl icals Populo rum Progressio and Mater et 

private i n i t i at ive and in termedi ary bod ies with th i s  
work  . . . .  

. . .  I t  is  not  suffic ient to  i ncrease overa l l  wea l th  for i t  
to be d is t r ibuted equ i tab ly .  I t  i s  suffic ient to promote 
tech no logy to render the world a m ore h um an p lace i n  
which to l i ve . . . .  

. . .  Basic educat ion is  the pr im ary object of  any p lan 
of deve lopmen t . . . .  

Part II The development of the human 
race in the spirit of solidarity 

. . .  Every nat ion must  produce more and better qua l i ty 
goods to g ive to a l l  i ts i nhab i tants  a tru ly human stand­
ard of l i v ing  and a lso to  contr ibute to the common 
development of  the human race . G iven the i n creas ing 
needs of the underdeveloped countr ies,  i t  shou ld  b e  con­
sidered q ui te  n o rma l  for an advanced country to devote 
a part of its product ion to meet their needs, and to trai n  
teachers, eng ineers, tech n ic ians ,  a n d  scho lars prepared 
to put their  knowledge and the ir  s k i l l  at  the d i sposal  o f  
l e s s  fo r t u n a te p e o p l e  . . .  

But  i t  is necessa ry to go st i l l  further . A t  Bombay, we 
ca l l ed for the esta bl ishment of  a grea t World Fund ,  to 
be made up of  part  of the money spent  on arms,  to re­
l ieve the most  dest i tute of t h i s  world . What is  true of the 
im med iate st ruggle aga inst  want ,  ho lds  good also when 
there i s  a quest ion of devel opment .  On ly worldwide 
co l laborat ion , of  w h ich a common fund wo u ld  be both 

Magistra . . . .  
I t  i s  at these moments when the teach ing o f  the 

Chu rch , according to which a l l  private property carries 
a socia l  p ledge, acqu ires a specia l  urgency . With respect 
to th i s  teach i ng ,  the C h u rch h as a m iss ion to  carry out: i t  
shou ld  preach ,  educate i n d iv i d ua l s  a n d  col l ecti vi ti es ,  
form pub l ic op in ion ,  or i en t  those respon si b le to  the peo­
ple. I n  t h i s  way it w i l l  be wo rk ing i n  favor of society . . . .  

I t  i s  v i ta l  that an  economic  system be j ust ,  that i t  
promote develop ment and  t h e  spread o f  p u b l i c  i nstruc­
t ion  and cu l ture .  The more j ust the economy,  the deeper 
the consciousness of cu l ture .  This  i s  precisely in l i ne with 
that  affi rmed at  the  (Vat ican) Counc i l  I I :  that ,  to 
ach ieve a l i fe worthy of man ,  i t  is not possible to l im i t  
o neself to h av ing m ore, one  m ust  aspire to be more . . . .  

When Pau l  V I  declared that "development  i s  the new 
name for peace" Populorum Progressio , he  had in m i n d  
t he t ies o f  i nterdependence t h a t  exist not  on ly w i t h i n  na­
t ions ,  bu t  a lso outs ide of them,  on  a world level . .  ' 

We aga in  cry out :  respect man ,  ( for) he is the  i m age 
of God . . . .  

means and symbol ,  w i l l  succeed i n  overcom i ng vain 
r ival ries and in  estab l i sh ing  a fru i tfu l  and peaceful ex­
cha nge between peop les . 

. . .  Deve lopi ng countri es w i l l  th us no  longer r isk 
being overwhelmed by debts  whose repayment swal lows 
up t he greater part o f  the ir  ga ins .  Rates o f  i nterest and 
t ime for repayment of  the loan cou ld  be so arranged so 
as not  to be too great a burden on  e i ther party,  tak ing 
i n to account  free g i fts ,  i n terest-free or low- in terest 
loans ,  and  the t ime needed for l i qu idat ing the debts . 
G uarantees cou ld  be g iven to those who provide the 
cap ita l  that i t  wi l l  be put  to use accord ing to an agre�d 
p lan  and  w i th a reasonable m easure o f  effic iency . . .  And 
the receiv ing  cou n tr ies could demand that  there be no 
i nterference in  the ir  pol i tica l l i fe or subvers ion of the ir  
s o c i a l  s t r u c t u r e s  . . .  

Development is the new name for peace 
Excessive econom ic,  social  and cultural  inequa l it ies 
among peoples arouse tens ions  and con fl icts,  and are a 
danger to peace . . . . Peace cannot be l im i ted to a mere ab­
sence of  war,  the resu l t  of  an ever precarious balance of 
forces . . . .  

We are a l l  un ited i n  th i s  progress toward God . We 
have desi red to rem ind  all men how crucial is the presen t  
moment ,  how urgent the  work to  be done .  The  hour  for 
action has now so unded . . . .  
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W h o  i s  A rc h b i s h o p Lefebvre 
a n d w h o  d oes h e  rep rese nt? 

M ost peop le ,  i n cl ud ing  many Cathol ics ,  consider the 
sch ismatic Archbishop Lefebvre to  be a mere d iss ident 
rel ig io us figure within the Catho l ic Ch urch h ierarchy, 
an u lt ra right conservative clergyman of  no in terest to 
anyone except the orthodox V atican leadersh ip .  In part ,  
t h i s  m i staken vi ew can be attr i buted to the general 
m isco ncept ion of  the u n i n formed,  who fa i l  to under­
stand the enormous pol i t ica l  role p layed by the Cathol ic  
C h u rch i n ternat iona l ly ,  a ro le that h as been at least 
marg inal ly dec is ive at i m portant  moments  n ot on ly in 
the h i storical  past ,  but throughout  the 20th  century .  To­
d ay ,  the V atican leadersh ip  under Pope John  Pau l  I I , as 
earl ier u nder Popes Pau l  VI and John  Pau l  I ,  i s  one of 
the  very cruc ia l  i n ternat io n a l  po l i t ical  and m oral fo rces 
beh ind  the creat ion of the  Eu ropean M onetary System 
p l anned and i m p lemented beg i n n i ng l ast summer by 
West German C ha ncel lor  H el m ut Schm idt  and French 
Pres ident G i scard d ' Esta ing . 

For the  Vatican , th i s  represents t h e  co nt in uat ion of a 
po l i cy v igorous ly pursued by i t s  fi nes t  leaders s i nce the  
en d  of  the 1 9th  cen tury ,  a po l icy of  po l i t ica l l y  a l ly ing  
France and West  Germany,  together w i th  R u ss ia ,  i n  o r­
der to establ i sh  the i nternati ona l  po l i t i ca l  and  economic 
base fro m which  to cha l lenge the amoral ,  loot ing 
po l ic ies  o f  Great Br i ta i n and its a l l ies with in  the E u ro­
pean "b lack"  ar istocracy . 

A rch bishop Lefehvre i s  the  con tem porary repre­
sentat ive of a fasci st movemen t  created i n  1 898  i m m e­
diately fo l l owing the  D reyfus affair  and u nder the cover 
of in -p lace o l igarch i s t  networks  i ns ide  the French 
Catho l i c  C h u rch . That  movem e n t  was k n own as the Ac­
t ion Fran9aise or  " in tegral ists" and was founded by 
Charl es M au rras,  agent of  the Or lea n i st preten der  to  the 
French t h rone .  

The task s of  the Act ion Fran9aise were two-fo ld .  
I m mediate ly,  i t  was  to ma in ta i n t he  r upt u re i n  Franco­
German rel a t i ons  fo r wh i ch  the  D reyfu s  a lTa i r  was  con­
cocted . I ts long-term perspect i ve was  to  cata lYle the  
creat i on  of  a E uropean -w ide  fa sc i s t  m ovemen t ,  a move­
men t  that was to cu l m i n ate in M usso l i n i ' s  I t a l y .  N a/ i  
Germany ,  V ichy France ,  Franco ' s  Spa i n ,  and S a l a/ar ' s  
Po rt uga l . 

Lefebvre is the cult  figurehead of an i n ternat ional  
network of  terror ism whose immediate or ig ins  trace 
back , on the Eu ropean side, to the Action Fran9aise .  
The network ' s  control lers bear the same fami ly  names as 
the contro l lers o f  the Act ion Fran9aise and the backers 
of  its M usso l i n i  fascist heirs .  

Forem ost among them is  the Pri ncipessa E lv i ra 
Pa l lav ici n i ,  the reign ing em press of the ancient and igno­
b le Pa l lav ic in i  fami ly .  A t  an earl ier point  in i ts h i story,  
the Pa l lav ici n i  fam i ly had been respons i ble i n  l arge part 
fo r t h e  " V a t i ca n ' s "  A l b i g e n s i a n  C r u s a d e  t h a t  
s la ughtered t h e  l eaders and  supporters o f  t h e  Provenf,:al  
renai ssance i n  1 208 . Today, Pri ncess E lv i ra Pa l l av ic in i  i s  
the "control ler" of A rchbishop Lefebvre ,  whose re l i ­
g ious  bel iefs a fford a c lass ic  cover for the  most he inous  
po l i t ica l  act iv i t ies ,  inc l ud ing operations  agai nst  repuh­
l ican inst i tut ions  and fascist terro rism on hoth s ides  of  
the At lant ic .  

Lefebvre and the internat ional c u l t  of 
fascism 

A l i st i ng o f  Lefebvre's  s uppo rters in Western Eu rope i s  
suffic ient  to  i n d icate t he  na ture of h i s  po l i t ica l  creden­
t i a l s .  An adeq uate cross-sect ion i s  provided by a g l ance 
at the guest l i st a t ten d i ng the fete which Pri ncess Pa l l a­
vic i n i  gave in his honor a t  h er home on  J u n e  6,  1 977 . 

Th i s  a l l -day affa i r  was  sponsored hy the Pri ncess to 
l aunch her protege into the i n ternat iona l  l i me l ight .  
There ,  he w o u l d stage h is wel l -documented at tacks  
aga i ns t  the  po l i t ica l  and  m oral  leadersh i p  o f  Pope Pau l  
V I .  

Presen t  at the  affa i r  was  Pri nce Cami l l o  Borghese, 
son 0 I' t he " 'B lack  Pri nce" Va ler io  Borghese, th  us  named 
for h i s  l eaders h i p  o f  " ' h lack  s h i rt" terrorists from the  
rer i od  o f  M usso l i n i ' s  1 l)43  Sa lo  Repub l i c  un t i l h i s  death  
i ll t h e  1 lJ60s .  A l so a ttend ing  was  Pri ncess A n tone l l a  
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C o l o n n a ,  r e p r e s e n t i n g  t h e  p o w e r fu l  H a p s b u rg­
con nected Colon n a  fa m i ly ,  and Coun tess El izabeth 
Gers t ne r ,  l ead i ng a de lega t ion  of  German nob lewomen 
represen ti ng the West German ar is tocrat ic  supporters of 
a E u ropea n H apsburg monarch ica l  revi va l .  I n termix ing 
w i t h  t he va ri ous  m a rq u i ses  a n d  pr i nces from a l l  over 
Eu ro pe were Pri nce F i l i ppo Ors i n i  o f  the neofascist 
I ta l i a n  M S I  Pa rty , Pi n o  R a u t i ,  fou nder of  the out l awed 
B lack  O rder  te r ror i s t  gang ,  a n d  fi n a l l y ,  Fra nco A nt ico,  
who,  toge ther wi th  the  " B lack Pri nce" Borghese,  ran the 
h lood ie st of the "b l ack s h i rt"  fo rmat ions  d u ri ng the 
Sa lo  Rep u h l ic ( the  N azi  p u p pet s tate set  up i n  northern 
I t a ly  with M usso l i n i  as i t s  figurehead after the  D uce was 
topp led from power in 1 94 3 ) ,  and who la ter ( i n  1 973 )  
co ve red M i lan  w i th  posters of  H a pshurg Em peror Franz  
Joseph  ca l l i ng fo r the  resto ra t ion  of the  H apsb urg em­
p i r e .  

And  t he re was  the hostess hersel f. Pri ncess Elv ira  
Pa l l av ic i n i ,  a n oted fi n a nc ie r  of i n t erna t i o n al terrorism 
and d ope t raffi c k i n g .  The Pri ncess heads the  Pa l lav ic i n i  
I�l m i l y ,  o n e  h ranch of wh i ch s i red the  i n d i cted m urderer 
of former  I t a l i a n  Pr i m e  M i n is ter  A l do M o ro . Pri ncess 
E l v i ra a l so operates vast  netwo r k s  i n t o  Lat i n A merica 
w h i c h  a re the s u ppor t  l ayers  of  A rch b i shop Lefebvre i n  
th ese areas . A s  the  home land  o f  ex i led postwar Euro­
pea n fasc i s t s ,  A rge n t i n a  i s  a p p ropr i a te ly  enough a 
k n o w n  cen te r  o f  he r  netwo rks . A n other  center i s  the  fac­
t i o n  wh ic h supports Conservat i ve Pa rty leader A lvaro 
G o m ez H u rtado i n  Colom h i a .  I n  M ex ico  the l i a i so n  
r u n s  t h ro ugh Pr i n cess Bea t r ice o f  Savoy - daughter of 
the p retender to the nonex i s ten t  I ta l i a n  throne - out  of 
her ho use in Cuern avaca . From Cuernavaca ,  Beatr ice i s  
i n  cons tan t  con tact w i th  the ro tund  figure of  I ta l i an  
Chr i st i a n  Democrat  a n d  "Catho l i c  i n tegra l i s t"  A m i n ­
tore Fa n fa n i ,  Pa l l av ic i n i ' s  cou rt c lown , who played a 
key ro le i n  t he  J a n ua ry co l lapse of  the  I t a l i a n  govern­
ment  of Chr i s t i an  Democrat G i u l i o  A n d reott i .  

Fa n fa n i  frequen t ly v i s i ts M ex ico i n  Pa l lav ic i n i ' s  
heha lf  t o  meet w i t h  t h e  s izeahle  com m u n i ty of  con­
v icted I ta l i a n  c r i m i na l s  who escaped there a s  well as  
w i th  the lead i ng  figu res in  the M ex ican  oppos i t i on  to 
Presi dent  Lopez Por t i l l o ' s  po l i c ies  of  domest ic  tech-

no logical  developmen t .  Dur i ng  his last  vis i t  dur ing 
September 1 07 8 ,  for exam ple , these i nc luded a leader of  
the fasci s t ,  dope-t raffi ck i n g  M on terrey group,  Mex ico 
Ci ty M ayor Car los  H a n k  Gonzalez.  

I t  was o n  the occas ion  of  this grand  fete in Pa l la­
v ic i n i ' s  home,  a n d  surro u n ded by the strongest of h i s  
spo nsors and  supporters ,  that  A rchb i shop Lefebvre 
launched his at tack on the ecumen i cal  and  Ostpo l i t i k  
po l i c ies of Pope Pa u l  V I . H e  formu lated the  bas i s  of h i s  
d issent fro m  Pope  Pa u l ' s po l i c ies as thei r d i ffer i ng  
concept ion s  of  the  na tu re of  Chr i s t .  A ccord i n g  to Lefeb­
vre ,  Christ was a mem ber of the "soc ia l  royalty" and 
thereby the cu l t  property of  the ar is tocracy . From th i s  
paga n concept ion  of Ch r is t  as a soc ia l  ar i stocrat, Lefeb­
vre attacked Pope Pa u l ' s  ecu men i sm as encourag ing  "a 
rel ig ious freedom wh ich  i s  the negat ion  of the soc ia l  
royalty of  Ch ris t . "  

T h i s  s h o u l d  no t  be m i sconstrued as an esoteric 
theologica l a rgu m e n t .  A s  Pope John  Pa u l  I I  forceful ly  
re iterated in  Mex ico last  month in  h is  attack o n  the 
"Theology of  L i berat i o n "  terror is ts  a l l ied to Lefebvre, 
the core of  the N eoplato n i c  t rad i t i o n  in Catho l ic  doc­
tr ine  l ies in its view of  Chr i s t  as  the God-man who both 
mediates and symbo l i zes the capa b i l i ty of every i nd iv i ­
dua l  to beco me God- l i k e  th ro ugh the exercise of h i s  
reason . Lefebvre 's  thes i s  of  Chr i st as a member of  the 
s oc i a l  ar i stocracy i s  the  most succ i nct express ion  of the 
mot iva t i ng pol i t i ca l  wo rl d v iew of  h is ar i stocratic 
backers ,  wh i ch dem a n d s  a world order in wh ich the e l i te 
few dom i n at e  un i n fo rm ed sheep-l i ke masses through an  
a rsena l  o f  soc ia l  con t rol  tech n i q u es i n  which the use of  
re l i g ion  as a cu l t  object  p l ay s  a pro m i nen t  role .  

Lefebvre's orig ins: the Act ion Fran�aise 

Lefeb vre was educated at the  French sem inary i n  Rome 
d u r i n g  the  per iod in  w h i ch the sem i nary was under the  
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di rectorship o f  Henr i  Le F loch .  Under Le F loch . that  
in st i tut ion funct ioned as a p ropaga nda center and cadre 
tra i n ing ground for the Act ion Fran�a i se . I t  was not un­
t i l  1 92 7 .  one year after the great Pope Pi us XI  had enfor­
ced a fo rmal  Vat ican con demnat ion of  the A ct ion 
Fran�ai se .  that  Le F loch was ousted from h i s  post  for 
teach ing the an t i -Chr ist ian Act ion Fran�a ise doctr ines .  
A s im ultaneous a ttempt was made to purge the French 
sem inary of this doctrine a l together .  

The Act ion Fran�a i se was created i n  J une 1 898  un­
der th e spo nsorsh ip  of  the French H o use of  Orleans  for 
the  dec lared pu rpose o f  overth rowi ng the Third Repub­
l ic and resto r ing France to a monarch ica l  regi me .  I t  was 
n ot unt i l  1 9 3 7  that  the H ou se of O rleans was fo rced by 
po l i t ical exped iency and V atican pressure to brea k its 
publ ic t ies with the Act ion Fran �ai se and its j o u rna l  of 
the same name .  Th e journa l  had .  un t i l  that  t ime. loya l l y  
borne  the batt le cry of  the Orlea nist  pretender under  its 
banner :  "As head of the H ouse of  Fra nce . . .  he ir  of  the 
forty k ings who,  in  a thousand years, m ade France . . .  
etc . "  

Founded by Char les M a u rras wh i le he was  in the  
emp loy of the  Orlean ist pretender .  the  movement func­
t ioned as the organ ized cont i nenta l  center o f  the cul t  of  
pos i t iv i sm and the ant i -C h ri st .  prov id ing  the doctr ina l  
underp inn ings fo r subseq uent fasc ist devel opments  
th rough out Eu rope .  

The t im ing of  i ts fo und ing i s i nd icat ive of  i ts  po l i ­
t ical goal . The Drey fus A ffa i r  exploded in 1 894. shortly 
a fter H a notaux was brought in to the French govern­
ment as  Foreign M i n ister with a po l icy o f  forg ing  a 
Franco-German rapprochement .  H anotaux a l so  s igned 
a treaty with R uss ia  which po intedly lacked any ant i ­
Germ an b ias .  The burgeon ing tr ipart i te a l l i ance was a 
ser ious th reat to Br i ta in  and her ar i stocratic coth in kers 
on the cont inent .  so the Drey fus  A ffa i r  was l aunched ,  
fo l lowed by  the  Action Fran�aise movement ,  whose 
adherents were in i t i a l l y  recogn ized by their co mmon 
support of  the  i n fa m o us fo rger o f  the case aga in st the  
innocent Dreyfus .  H anotaux's  "Grand Design" tem­
porarily col lapsed . Ten years later the  French govern­
ment signed an Entente Cordiale with London whi le re­
negotiating the 1 894 Franco-R ussian Treaty to turn it 
into an explicit anti-German document. A year later, i n  
1 905 , Russia was p u t  th ro ugh a massive nationwide 
destabi l ization - known as the 1 905 "revolut ion" -
and Europe was headed for World War I .  

A dangerous psych ot ic .  M a u rras p l ayed a r o l e  t h a t  
was ident ica l  t o  that  of  today's  creators o f s u c h  c u l t 
ideo logies as env i ron menta l i sm and  t h e  J o n e s t o w n  Peo­
ples' Tem ple .  to c i te some we l l - k n ow n  ex a m p l e s .  

M a u rras 's  mode l  was the  anc i en t  m o t h e r  o f  c u l t i s m : t h e  
Roman Empire .  According t o  h i s perso n a l  t e s t i m o n y ,  

h i s  ideas orig inated with  A ugu s t e C o m t e , t h e  fa t h e r o f  
socio l ogy ( soc ia l  con t ro l ) , w h ose " u t o p i a "  w a s  a s t a t e  

l i k e  t ha t  of  c la s s ica l  i m pe r i a l  R o m e  i n  w h i c h  t h e  e l i t cs  

would control  the masses through the instrument o f a 
"de-supernatura l ized" Catho l ic Ch urch modeled on the 
image of  the Roman pagan cul ts .  

M a u rras fo l lowed Comte's  prescript ion fa i thfu l l y .  
He  preached an  end to a l l  repUbl ics; governments were 
to be placed fi rmly i n  the hands of the ari stocracy . with 
Br i ta in  serv ing as the la tter-day mode l .  As  with Comte,  
M au rras wa nted Church doctr ine di vested of a l l  "meta­
physical abso l utes" and its priests converted into a caste 
of "pos i t iv i s t  socio logists" to manage the "organ ized 
emp i r i um" he wo uld he lp bring into be ing through out 
Eu rope.  

Fascism's debt to the Action Fran�aise 

From its fou nding, the Action Franrraise was the protec­
ted instrument of the black nobil ity with in  Catholicism . 
But it was able to rapidly swel l to mass-based pro­
portions ,  because the papacy for a time was captured by 
the pagan cultists of the black nobil ity ,  who had always 
main ta ined control of important factions within the 
Vatican . This occurred wi th the election of Pius X ( 1 903-
1 9 1 4) .  It was Pi us X who rapidly replaced French 
bishops who opposed the Action Fran�aise with others 
who were wi l l ing to sponsor the movement .  Duri ng his 
reign ,  I I  of the 1 3  b ishops of France were avid Action 
Fran�ai se supporters.  Pius X s imi larly caused to be 
"m isplaced" a curial condemnation of the Action 
Fran�ai se ,  a condem nation which did not see the l ight of 
day until his  successor, Pius X I ,  forced its publ ication in 
1 927 .  Pius X i s ,  not accidental ly ,  the patron saint of 
Lefebvre's m ovement.  

Despite th e cur ia l  condem nati o n ,  h o wever ,  the A c­
t i o n  Fran r,:aise cont in ued to n o u r i s h  u n d e r  t h e  powerfu l  

s po n s o r sh i p  o f  conta m i n ated C h u rc h  l a y e r s .  I n  t h e  
1 9 20s , i t  h a d  acg u i  red a n  a s to n i sh ing d o m  i n at i o n  over  
C a t h o l i c  w riters a nd inte l lectua l s .  I t s  doct r i n e  w a s  
t a u g h t  a nd its j o urna l  was w idely r e a d  i n  C a t h o l i c  sem i ­
n a n es .  

W i t h  the reign o f  P i u s  X I  ( 1 92 2 - 1 9 39 ) ,  t h e  p a p acy 

o n cc a g a i n  re tu rn ed to its Grand  Des i g n p l a n s  fo r a 
F ra n co-G e r m a n  a l l ia nce .  One o f  Pi u s  X l ' s  fi rs t  e n cy c­

l i ca l s ,  l hi . I rcaI/o IJei. preached aga i n st t h e  d i s a s t ro u s  

V e r s a i l l e s  T r ea ty w h i ch w a s  d e v as t a t i n g  G e r m a n y ,  a n d  
w a s  fo l l owed b y  d oc u me n t s  ca l l i ng for reco n c i l i a t i o n  
h e t w e c n  F r a nce a n d  h e r  d e fe a t ed W o r l d  W a r  I e n e m y . 
I n  G c r m a n y ,  t h e  V a t  i c a n  h a c k e d  t he p ro - i n d u s t r i a l i z a ­

t i o n  st ra ta  t h ro ug h  t h e  C e n t r u m  Pa r t e L  w h i l e i n  !-' r a n ce 

t h c  Po pc ' s  N u n c i o  w a s  t h e  fi rs t  t o  co ng ra t u l a te F o re i g n  

M i l l  i s t c r  A r i s t i de B r i a n d  w h e n  h e  c a l l e d  fo r G e r m a n y  t o  
h c  a l l owed t o  e n t e r  t h e  Leag u e  o f  N a t i o n s ,  T h e  V a t i ca n 
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under P ius  X I  cont i n ued to back Br iand's  efforts at 
rev iv ing the "Grand Design "  by effecti ng a genuine 
reconci l iat ion with Germany .  France evacuated the 
R h ine land fi ve years before the appoi nted t ime and 
reconci l iat ion was wel l under way when the bottom of 
the i n ternat ional  economy fe l l  ou t  after the manu­
factured Wal l  Street crash of  1 929 .  In  1 930, 1 07 Nazi 
fo l l owers of H i t ler took thei r seats i n  the Reichstag, the 
Br iand govern ment fe l l ,  and the world was on  its way to 
World War I I .  

M a u rras and h i s  movemen t had attacked Br iand in  
th i s  per iod fo r being , a l ternately,  a German agent and a 
Vatican agent . They cal led h im "St .  A rist ide" and were 
respo ns ib le for generat ing some of  the mass un rest that 
led to h i s  fa l l  from power. M eanwh i le ,  the Action 
Fran<;aise had al ready wel l  estab l i shed the precursors of  
M ussol.i n i ' s  "b lack sh i rts . "  Some o f  i ts  offshoot opera­
t ions i nc luded the Camelots du  Roi  founded in 1 908 . 
These "strongarm sq uads" of  the A ct ion Fran<;aise ,  as 
the Camelots were known ,  then spawned such overt 
"black sh i rt" groupi ngs as the Secret Comm ittee for 
Revo lut ionary Act ion ,  wh ich mai ntai ned the c losest ties 
to fo re ign fascist movements and even carried out 
assass inat ions  in beha l f  o f  M usso l i n i . The Action 
Fran<;aise a l so provided the fo rum for s l anders, put out 
by the in  famous Sapin iere secret society, aga inst the 
repub l ican m i l i tary and pol i t ical leadersh ip .  

Besides prov id ing the foundat ion fo r the M usso l i n i  
movement ,  backed by  Pa l lavici n i  and the  royal H o use of  
Savoy , the writ ings and networks of  the  Act ion  Fran­
pise were i n fluent ia l  th roughout the rest of Europe. In 
Belgi um,  i ts most effective propagand i sts were certa in  

factions among the rel ig ious o rders, particularly the 
Jesuits, work i ng out of  the U n iversity of  Louvain .  Lou­
vain Un ive rsity today tra ins  some of  the lead ing sociol­
ogists operat ing in Lati n A m erica wi th in  the Theology 
of Liberation  framework . I n  Spain ,  the Falangist move­

men t ack n ow ledges i ts  debt to the Act ion Fran<;aise ,  
including port ions o f  the Falangist  C h u rch h ierarchy .  
M ost notor ious was  the Fa langist  butcher, General 
M oscado, who had close personal relat ions with 
M aurras unt i l  the  l atter's death in 1 952 .  In Portugal ,  
Salazar closely collaborated with M aurras . In  Romania 
the ari stocracy regular ly  d i spatched its offspring to Paris 
to learn from the m ovement .  The result  was that Action 
Francaise " integra l i sm" became the hegemonic  doc­
tr ine of the Romanian  i n te l l igents ia .  

As  with Maurras t h e n ,  so w i t h  h i s  sp ir i tua l  hei r  to­
day:  the Lefebvre n etworks represen t the opposit ion to 
the "Grand Des ign"  which  t he V atican is agai n  engaged 
in organizing with the govern ments of France and West 
Germany. The essence of the i r  shared doctr ine  l ies i n  
Lefebvre's content ion  th at Ch rist  - knowledge - is the 
special property of a n  ar i stocratic el ite. In no respect has 
there been any change i n  pol icy over the past century.  
That st i l l  rem ains fasc ist  terro rism and epistemo logical 
subvers ion as the weapons  for fend ing off the  "Grand 
Design" effo rts to const i tute a wo rld  order based on a 
com mi tment th at can be effecti vely ident ified with a 
C h rist ian framework as the not ion o f  C h ri st as the 
mediator o f  human perfect ib i l i ty ava i l ab le  to each and 
every indiv idua l .  

- Vivian Zoakos 
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WO RLD T RA D E  R EVIEW 

New trade deals 

Fra nce/ Brazi l  

BRD/ B razi l  

France/Brazi l  

Canada/ Argentina 

BRD (KWU)/ Argenti na 

Nigeria / BRD-Austria 

West Germany/ South Korea 
Deutsche Babcock and Daeso 

Agricultural  Comm ittee of I nternational  
Co-op. Al l iance / I ndian Agri .  Co-ops.  

Fra nce/ Mexico 
CFP/ Pemex 

Mexico/Spain  

Mexico/ Japan 

Mexico/ Soviet Un ion/ Cuba 

Algeria / Poland/ Japan 

Cancelled deals 

Brazi l / I ran  

Brazi l / I ro n  

BRD/ Brazi l  

U . S . / l ra n  

France / I ra n  

W .  Germany . I ra n  

Abbroviations: 
U = U ndetermined 
NAp = Not appl icable 
NAv = Not avai lable 

Financing for Tucurui  d a m  ( I ) .  

F inanc ing f o r  nuc lear program ( I ) .  

G l a ss p l a nt .  

F o u r  f i ss ion p l a nts 

Fission p l a nts .  

Wa r r i  Steel P roject .  

Joint venture to p roduce power station e q u i p ment 

i n  South Korea.  

$200 m n . worth of a g r icu l tura l  equipment per  

year for 3 yea rs. 

5 mn. tons oi l  per year sta rting 1 9BO/for 
technology.  

Mexico to supply o i l  for ref i n i n g  i n  Spain  a n d  s h i p ­

m e n t  throughout  E u ro p e .  

O i l  for techno logy ( d e e p w a t e r  p o r t  a n d  off-shore 
p i p e l i n e ) .  

T r i a n g u l a r  dea l  - M e x i c o  to s u p p l y  a l l  o i l  t o  
C u b a ;  Soviet U n i o n  t o  s u p p l y  a g r i c u l t u r a l  m a c h ­
i nery to M e x i c o .  

P o l i mex-Cekop ( P o L )  a n d  M o r u b e n i - H itoc h i  ( J o p . )  
to b u i l d  2 ferti l i z e r  p l a nts f o r  Sonatrac h .  

S o y  o i l  p l a n t .  

1 . 2 m n .  k i lowatt hyd roelectr ic d a m .  

N u c l e a r  prog r a m .  

8 U . S .  b u i l t  n u c l e a r  reactors for  I r a n .  

2 n u c l e a r  reactors f o r  I r a n .  

6 n u c l e a r  reactors f o r  I r a n .  

BOO m n .  
f r a n c s  sought 

$6.5 b i l l i o n  

$29 m n .  

N A �  
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$ 1 . 1 26 b n .  

20 m n .  D M  

$600 m n .  
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NAv 

NAv 

NAv 

NAv 

N A v  
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W i t h  S iemens 

(KWU) 
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NAv 

NAv 

Deutschebank-

led group 

NAv 

Pr ivate-

M. Doumeng 

NAv 

NAv 

$350 m n .  loan 
to start 

NAv 

NAv 

NAv 

NAv 

IV 

I I  

V 

V 

I I I  

I I I  

P rotocol 
to be 
f i n a l i zed 
short ly .  

Ag reement 
i n  pr inc ip le .  

I nformal  

I V  

I I  

I I  

I V  

May be reduced f r o m  8 t o  4 p l a nts, says 
future B ra z i l i a n  Energy M i n i ster .  

$ 2 0  b n .  NAv 

$ 3 bn .  NAv 

$ 1 0  b n .  N A v  

Sta1 �": 
I = S i g n e d .  work i n  prog ress 

I I  = S i g n e d ,  controcts issued 

C a ncel led { , " " I 

further 

not ice 

I I I  = Deal  ' i g n e d  

I V  :; I n  negot iat ion 

V = Prel l m l n o ry t o l k s  
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