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From the Editor 

I am writing from Mexico City, where I joined EIR founder Lyndon 
H. LaRouche, Jr. on March 15, following his explosive five-day tour 
of Monterrey. It began with a major address to the Monterrey 
Institute of Technology (TEC), and generated a policy debate that is 
all over the Mexican press. Of his proposal that Mexico exchange oil 
for nuclear energy technology, the leading Monterrey newspaper Mas 
Noticias editorialized March 11: "It would be wise to pay close 
attention to the words of warning that have just been voiced by the 
American economist Dr. Lyndon H. LaRouche, Jr., who stated at a 
conference at the TEC that petroleum is a potentially obsolete energy 
source .... In the view of the economist, Mexico would benefit if it 
traded the surplus of a potentially obsolete energy source like oil for 
modern industrial technologies of the 21st century. And it is here that 
we believe the Mexican government should focus all its attention .... " 

I was also delighted to hear about French President Giscard's 
blast against monetarism (see International), voicing a policy perspec­
tive strikingly parallel to the approach LaRouche is discussing in 
Mexico. Giscard's foreign minister subsequently stated that France 
seeks a global economic development policy centered on oil-for­
technology accords and stabilization of Third World hot spots. 

Washington, however, proposes a penny-ante defense approach 
(see Economics) based on the premise that industry will never recover, 
and devoted to a foreign policy (see National) of limited wars for 
population extermination. Our Special Report this week must be used 
to drive home the fact that the Soviets reject this lunacy in favor of 
mobilization for fundamental scientific breakthroughs as the key to 
national strength. 
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Stockman and Regan 
plan 'Black Thursday' 
by David Goldman 

No sensible person acquainted with the facts of what is 
now happen ing in Washington doubts that Office of 
M anagement and Budget Director David Stockman and 
Fed Chairman Paul Volcker are preparing a hard landing 
for the American economy.  Doubt evaporated last week­
end when the New York Times revealed that it was David 
Stockman who told reporters "on background" to expect 
a crisis "that wi l l  make the 1 930s banking crisis look l i ke 
smal l  potatoes" in the thr ift instituti ons and l i fe- insur­
ance sector .  Stockman's  in tervent ion prompted second­
level  officia l s  to volunteer their own scenarios .  

What  i s  l e s s  genera l ly  known i s  the extent to which 
the O M B  has planned for a period of  major  bankruptcies 
and h igh unemployment .  According to sources c lose to 
Stockman ' s  o ld sponsor and housemate at Harvard Uni ­
versi ty, Sen . Daniel M oynihan (D-N .Y . ) ,  Stockman is  
covertly support ing the i nst i tut ion of  a Reconstruction 
Finance Corporation ( R FC) ,  which the New York sena­
tor wi l l  in troduce this week . Although Stockman is  
sympathetic to the proposal ,  he wi l l  not  yet pub licly 
support it .  The O M B  director wi l l  wait unti l  major  
sect ions of industry are on  the  ropes, and then  support 
the R FC plan under the terms M oynihan is putt ing i t  
forward: tha t  i t s  task is  no t  to reconstruct o lder indus­
tries, as under the New Deal ,  but to phase them out-a 
sort of  industrial  hospice. 

Revers ion to an ugly and inappropriate fo rm of 
government economic in tervent ion is ,  in  fact, widely 
mooted on  the fri nges of  the admini strati on .  Dr. Robert 
Ki lmarx of  Georgetown University ' s  Center for Strateg­
ic and I nternat ional  Studies,  which sent a dozen staffers 
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into the admin istration ,  envis ions a return to di rected 
i ndustr ia l  i nvestment,  motivated by urgent defense re­
quirements .  The N at ional I ndustr ia l  Defense Col lege' s 
Assistant Dean John El l i son reports that the Pentagon is  
considering using Presidential  Review M emorandum 
57-which permits  the President to take over direct ion of  
the  economy through the  Federal Emergency M anage­
ment Agency under condit ions of nat ional  security emer­
gency . "This  i s  one of the m ore upbeat aspects of  our 
p rogram," E l l i son to l d  EIR. 

What Stockman and his  col laborators envis ion is a 
retread o f  events i n  Bri ta in under the guidance of M ar­
garet Thatcher, which wi l l  u l t imately reduce inflat ion at 
immense cost in the form of high unemployment,  wide­
spread bankruptcies, and lost  product io n .  For a l l  Stock­
man ' s  pre- inauguration disclaimers against  "root-canal  
economics ,"  that i s  the present course of  O M B  and 
Federal  Reserve po l icy . The Treasury Department i s  on 
board with a triage program for the thrift i nst itutions .  

'Weaken credit dependence' 
" Margaret Thatcher fina l ly reduced credit demand 

after there were a lo t  of bankruptcies ,"  said an econo­
mist  at U . S .  Trust ,  a Wal l  Street firm with close ties 
both to Brita in and the Federal Reserve through the 
e l i te Ditchley Foundati on .  "The same thing is  going to 
have to happen here . "  By warning that the "equity [of 
the thrift inst i tut ions ]  has been wiped out," and that the 
l i fe- insurance companies would face a 1 930s-style bank 
run, Stockm an began the first phase o f  th is  scenar io .  

The problem, said Crocker Nat ional  Bank econo-
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mist Frederick Berger, is that "the markets haven ' t  
adjusted " to the  Fed ' s  new monetary po l icy .  "Corpora­
t ions didn't bel ieve that it was gcing to be so rough , 
that the prime rate would rise so high-but Volcker d id .  
And at  the beg inn ing corporat ions were borrowing at  
the same rate that  they did before .  The problem i s  that  
corporations ,  and the general publ ic ,  don ' t  understand 
the new m onetary pol icy .  The new po l icy intends to 
weaken dependence on credi t . "  But e l iminating depen­
dence on cred it  means that the second tier of  the 
corporate sector wil l  not make it through .  

Apart from the  dire s ituation in  the  thrift industry, 
the i l l iquidi ty cris is ElR projected on Nov .  II (" First­
Quarter Downturn for the U . S .  Economy") is showing 
up in the in dustrial sector ,  e .g .  i n  I nternationa l  Harves­
tor's scramb le to refi nance a debt burden that increased 
60 percent over 1 980. M ore poignant i s  Ford M otor 
Company's effort to increase cash flow by sel l ing steel 
on the com mercial market it used to produce to m ake 
autos .  Ford now sel ls  60 percent of the steel it makes, 
about what proportion i t  used to devote to auto produc­
tion . 

What the Reagan admin istration is now being to ld 
was summarized blunt ly by Carnegie- Mel lon U niversity 
monetarist A l lan  Meltzer in a recent interview . Mel tzer 
said,  "The decis ive issue for the success or fa i l ure of the 
Reagan admini stration wi l l  be that they come out of  the 
recession with their policy sti l l  in tact .  That i s ,  they m ust 
get through the recess ion without having another very 
large run up in  government expenditures . And  the rea­
son is that this i s  not the fi rst time that a government 
has promised to end i n flati on .  The problem is  that when 
they start to end i n flat iol1 , they cause a recession .  
During the recess ion they forget about their pol icy to 
end inflation ,  and they begin to take their economy out 
of the recession ,  and that produces even higher rates o f  
inflati on .  People have learned that th is  i s  the experience 
of the U . S .  govern ment and other governments ,  but 
they don' t  want to believe the po licy has changed unt i l  
they see that  it actual ly has changed . "  

Turn ing back to  t he  Brit ish example,  t h i s  i s  the 
inspiration for Sir  Geoffrey H owe's new budget, which 
adds new spending cuts and taxes to an a l ready defla­
tionary fiscal stance. Despite unemployment of  2 . 5  
mi l l ion going on 3 mi l l ion ,  a n d  the fi rst i nstances of  
widespread starvat ion s ince the  1 930s, H owe is  commit­
ted to an even more intense m onetarist crunch .  What is 
significant in the present British position is not merely 
the evidence of  where monetarist pol icies lead-gasol ine 
is $3 .00 per  gal lon  and cigarettes are $2 .20 a pack-but 
the way the economic debate paral lels what Stockman 
and Moynihan are work ing out for the postrecess ion 
cleanup.  

Labour Party economic adviser and Oxford econo­
m ist Walter Elt is put the quest ion more c lear ly than any 
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American commentator i n  the M arch 8 London Sunday 

Times. H is article bore the t i t le "What Sir  Geoffrey 
Howe should learn fro m  H it ler . "  Elt is  notes that under 
the present reg imen,  unemployment wi l l  rise by 50,000 
per m onth . Where Britain ' s  future is concerned, m anu­
factur ing investment wi l l  fa l l  by 1 5  percent this year,  
after fal l i ng 1 5  percent dur ing 1 980 .  H owe "should try 
to do for industry what H it ler d id for the German army 
in  the 1 930s . . . .  H e  used the opportunity that the 
German s lump provided, of m assive spare resources 
which were not needed for consumption .  We could do 
the same, on ly  it is future batt les in export markets we 
sha l l  wish to w in . " 

Elt is  contends that what Thatcher has done was nec­
essary to l ower i nflation  and ,  more important ly ,  to 
lower consumption .  Once that freed up resources , then 
these may be di rected in to  investment forcibly .· Eltis is 
speaking here of peaceable uses .  But should the United 
States government invoke PRM-57 ,  as Pentagon indus­
tr ia l  p lanner John  El l i son suggests ,  the result might be 
much c loser to the letter of  Hja lmar Schacht's pol icies 
than anyone i s  present ly wi l l ing to suggest . 

The historical record 
I argued in th i s  space last week that the monetarist 

program Stockman ,  Donald Regan ,  and above a l l  Paul 
Volcker imposed on  President Reagan was designed to 
fai l  i n  its stated objectives, that is , that the "supply­
s ide" growth pol icy was a setup for a financia l  crash .  
H istorica l ly ,  no monetarist po licy has l asted long in 
power because, as Wil l iam B uckley commented 10 years 
ago , " I t  i s  poss ib le  that M il ton Friedman ' s  po licies 
suffer from the overrid ing disqual ificat ion that they 
s imply cannot get a sufficient exercise i n  democratic 
s ituations . "  Hoover was fol lowed by Roosevelt , Brun­
ing by H itler,  and Poincare by the Popular Front­
three d i fferent so lut ions  to the monetarist problem . 

I n  B ritain ,  "Social  Democrat" Roy Jenkins ,  former 
Labour Chancel lo r  of  the Exchequer and high Europe­
an Community officia l ,  i s  a lready propagating the Eltis 
program as the possible basis for a "center" government 
to replace Thatcher, inc luding the Liberals  and the 
Edward H eath Tories. Shou ld  this combination succeed, 
i t  would have important bearing on  American pol i tics . 

Which way out wi l l  Reagan take? H e  can adopt the 
set of proposals Europe has offered him (see In terna­
t iona l  for French President Giscard's b lunt  condemna­
t ion of  m onetari sm) .  Or h i s  own fine i ntentions wi l l  
disso lve into the type of  chaos Herbert Hoover went 
through . But un l ike the 1 930s, the consequences of  the 
wrong choices m ay not  be reversib le .  

*The argument that this i s  the hidden agenda of monetarism is 
made in The Ugly Truth About Milton Friedman. by Lyndon H. 
LaRouche, Jr. and David Goldman, released in January by New 
Benjamin Franklin House. 
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u.s. Defense Spending 

Caspar Weinberger proposes 
a postindustrial military budget 
by David Goldman 

In what Dr .  Edward Teller hai led as the most important 
breakthrough for mi l i tary techno logy s ince the hydrogen 
bomb ,  scientists at the Lawrence Livermore Laboratory 
showed last month that a particle-beam defense system i s  
techno logical ly feas ib le .  

On M arch 4, Defense Secretary Caspar Weinberger 
presented a m i l itary budget that guarantees that the 
weapons system Livermore demonstrated wi l l  never be 
developed . Even i f  Weinberger had oriented the defense 
budget to p reparations  for actual  thermonuclear war­
fighting, the cuts i n  high-energy research and develop­
ment and scientific  education  which David Stockman 
unvei led in  February would have made them completely 
ineffectual . 

Livermore's breakthrough underscores the point  that 
the Weinberger p rogram seems designed to evade: a 
nation ' s  abi l i ty to defend itself i s  a function of i ts  abi l i ty 
to produce basic science research , realize that research i n  
the  form of  applicat ions technology, and produce that 
techno logy i n  sufficient scale through its i ndustrial  base.  
The nationa l  weapons  lab  proved that the detonat ion of  
a smal l  nuclear device could "pump" a d irected beam of  
X-rays through a heavy medium, w i th  a shock wave 
sufficient to wipe out a large n umber of  incoming enemy 
miss i les .  "The X-ray l aser system has the potent ia l  of  
tipping the  battle i n  favor of the defense for the  first t ime 
i n  the  h istory of  n uclear warfare ,"  Aviation Week and 

Space Technology Feb . 23 quoted a Pentagon official  
saying .  The system i s  compact enough to launch from 
the  existing model  space shuttle . 

However, the proposed budget cuts i n  the inertial  
confinement fus ion program,  the NASA budget, and 
scientific research make the new system's  chances for 
development negligib le .  Roughly the same problems 
must be solved to dep loy particle-beam weapons that 
must be solved to real ize inert ial  confinement fus ion 
energy. These are bas ic  science, not  appl ications ,  ques­
tions .  

Considering that the  Soviet Un ion  currently employs 
a mi l l ion-man pool  i n  research and development,  and 
has three engineers engaged i n  m i l itary research and 
development for every one i n  the U nited States ,  the 
deficiency is terri fying.  I t  i s  not merely the case that the 
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Soviet Union has committed immense resources to both 
the partic le-beam and fus ion energy programs .  I t  a lso i s  
bui ld ing i n  the electrIcal generating capab i lity to realize 
these programs .  A n uclear warhead i s  a large amount of 
stored-up electricity .  A fter the abortion  during the 1 970s 
of A merica ' s  n uclear energy program,  General Atomic's 
Harold Agnew estimates, the U . S .  l acks even the capa­
b i l ity to produce sufficient new warheads to drive the 
type of  particle-beam program that Livermore envis ions .  

I t  i s  no exaggeration to say  that the  di rector of  the 
Office of  M anagement and Budget, the former M ichigan 
campus draft-dodger, i s  worth more than a dozen divi­
s ions to the Soviet H igh Command .  As  Richard Freeman 
documents be low,  the Weinberger budget i s  a patch-job 
on exist ing programs,  a 'retrofitted" Carter defense 
budget . I t  shuts the United States out of  the entire next 
generat ion of weapon s  techno logy.  

At the po licy level , Secretary Weinberger has dem­
onstrated that the Defense Department and O M B  take 
the dein dustr ial izat ion of  the Un i ted States as a first 
premise for a l l  other po licy, regardless of  the nat ional  
security consequences . The twisted economics of  the 
defense budget became evident at a meeting of  defense 
contractors sponsored by the Electronics I ndustry As­
sociation i n  October 1 980.  Projecting defense consump­
t ion of  computers and related software to show an 830 
percent rise during the next 10 years ,  the contractors 
foresaw the biggest share of  the expans ion of the 
electron ics market in the defense budget. 

For techno logical reasons ,  the electron ics portion of 
defense procurement w i l l  r ise from about one-quarter 
now to about one-ha lf  by 1 990.  The question is the use 
to which the electronics w i l l  be put .  According to the 
Electron ics I nd ustry Association ,  the principal  uses wi l l  
be computer hardware and software, i .e .  Star Wars­

style computer graphics and other forms o f  high-tech 
kookery ,  m ixed in with legitimate uses . In col laboration  
w i th  Defense Department p lanners,  the  Electronics In ­
dustry Associat ion predicted that  whi le  the  total defense 
budget would grow by 260 percent ( in  current do l lars) 
between 1 98 1  and 1 990, the l argest share of  the rise 
would take the form of  doubl ing the Pentagon ' s  stock 
of  computers and provis ion of  software services, from 
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33  percent to 60 percent of  total defense electronics! 
(See Figure I . ) In those 1 0  years , total Department of  
Defense expenditures are  expected to  r i se  from $ 1 42 
bi l l ion to $40 I b i l l ion ,  but electronics purchases wi l l  rise 
from $20 bi l l ion to $76 b i l l ion ,  a lmost  fourfo ld .  * I n  
current do l lars, this  i s  a doubl ing rather than quadru­
pl ing .  

These data reflect on the unworkabi l i ty of  the "sun­
r i se  versus sunset" division  of  industries proposed as 
Carter admini s trati on  pol icy in the Agenda Eighties 

report of the last administration ,  and sti l l  pursued 
without fan fare by the O M B .  Strictly speaking,  the navy 
is not refurbishing o ld mothbal led ships ;  i t  i s  can ning 
semiconductors . Under the Stockman-Voicker econom­
ic scenario not  m uch e l se  i s  possib le .  With only three 
shipyards producing three-quarters of  American ship­
ping tonnage, the Un ited States i s  i n  no  posi t ion to 
conduct a major  shipbui lding program . But  i t  can re­
outfit o ld  vesse ls ,  absorbing "sunrise" electronics hard­
ware i n  the form of miss i le  guidance systems,  commu­
nicat ions ,  computers, and so forth .  

E! R has argued that the premise of  the Stockman 
budget i s  the Carter administration ' s  Global 2000 Re­

port, which contends that the world populat ion must  
fal l  by 2 b i l l ion persons from the leve l  i t  would otherwise 
have reached by the end of  the century .  Disturbing i n  
the context of  t h e  defense budget i s  the expl ic it  recog­
nit ion of this economic-strategic objective on  the part 
of  defense p lanners .  Welcoming participants in last  
October's Electron ics I ndustry Associat ion forum, 

Figure I 
DO D computer and electronic purchases 

1980 

Defense electronic purchases 

C urrent dol lars ................... . $20 . 1 

1 98 1  dol lars ..................... . 22. 1 

Defense computer purchases 

Current dollars ................... . 6.7 

1 98 1  dol lars ..................... . 7 . 4  

Composition o f  defense computer purchases 

H ardware (current dol lars) ......... . 2. 1 

Software (current dol lars) .......... . 4 . 6  

H a rdware (percentage) ............ . 3 1 %  

Software (percentage) ............. . 69 

Noncomputer defense purchases of electronics 

C urrent dollars .... . .............. . $ 1 3 . 4  

1 98 1  dol lars ..................... . 1 4 . 7  

Number of Defense Department computers. 6,435  

Source: Electronic Industries Association 

EIR M arch 24, 1 98 1  

Rockwel l  I n ternat ional  Vice-Pres ident Wendel l  Johnson 
opened the proceedings by saying :  

"I  want to ment ion i n  th is  context the Global 2000 

Report to the President, the subtit le of which is ' En tering 
the 2 1 st Century . '  The report m akes major  points 
concerning the pressures of  populat ion versus resources . 
Without belaboring a l l  the points  that are made, i t ' s  
s ign ificant to point  out  that given a populat ion of  the 
world i n  1 975  of  4 bi l l ion people. at the present growth 
rate i t  i s  go ing to be 6.5 b i l l ion  by the year 2000 . . . .  By 
the end of  the 2 1  st century. i t  i s  expected to reach 30 
b i l l ion which the Uni ted States Academy of  Sciences 
esti mates as the max imum capacity of the Earth to 
sustain human l i fe ."  

I t  i s  rare for m il itary p lanners to  use  populat ion 
scare-ta l k ,  part icularly s ince events i n  Central Europe 
40 years ago, to j ust ify mi l i tary programs .  Unfortu­
nately, the reference i s  appropriate. The same track of 
scient ific development leads to both deployable particle­
beam A B M  systems and to contro l l ed thermonuclear 
fusio n .  The l atter energy source i s  the on ly basis for 
in tegrating  an  expanding world populat ion in to modern 
industria l  l i fe .  By rejecting i t , Reagan administration 
officials have sanctioned populat ion reduct ion by the 
most brutal methods .  B ut they have also written off 
America ' s  future as a m i l itary power.  We can ' t  have i t  
both ways.  

* Proceedings of the  DOD Electronics Market: Forecast for the 
80's; the Electronics I ndustry Association ,  Washington ,  D . C. 

(billions) 
1990 

$ 7 5 . 7  

3 9 . 8  

45 . 8  

24 . 1 

8 . 6  

3 7 . 2  

1 9% 

8 1  

$29 . 9  

1 5 . 7  

27,699 

Economics 7 



Acquisitions and Manpower 

The specifics of the defense budget: 
unfit for modern war-winning 

by Richard Freeman 

The defense budgets for fiscal years 1 98 1  and 1982 are 
not, as the Reagan administrat ion claims ,  or as the press 
suggests, the funding p lans  for a massive mi litary bui ld­
up .  When funding for new personnel  pay i ncreases and 
rep lacements of a port ion of the badly depleted U . S .  
weapons arsena l  are taken into account ,  there i s  l i tt le 
increment in the budget left over for anything else .  

On ly a few dollars are a l located for the new technol­
ogies, the new weapons systems,  and the i ndustrial  in­
frastructural bu i ldup that would be necessary for the 
U . S .  to pursue a war-winning strategy . In many cases, 
the funding i s  in exactly the other d irection .  

The difficulty with the  Reagan admin istratio n  de­
fense budgets presented M arch 4 by Defense Secretary 
Caspar Weinberger i s  that, l i ke the Carter administrat ion 
before i t ,  the Weinberger team rejects the idea of winning 
any war with the Soviets and espouses "deterrence ade­
quacy,"  that is ,  equipping the U . S .  with techno logies 
outmoded, in some cases, by 20 to 30 years . In this l ight ,  
the Reagan admin i stration ' s  defense budget, which does 
not propose one s ignificant new system that wasn' t  con­
tained in  the previous administration ' s  m i li tary budget, 
i s  j ust a beefed-up, warmed-over Carter pol icy p lan . It 
will widen the gap between the m il i tari ly advancing 
Soviet Union and the Un ited States (see Figures 2 , 3 ,  and 
4) . 

'We can't catch Soviets' 
At the topmost levels of the Weinberger DOD, and 

in  the prime contractor and supplier i ndustries with 
important policy input ,  there i s  the rock-hard bel ief, 
despite publ ic pol icy pronouncements, that the U . S .  i s ,  
and wi l l  remain ,  a second-rate mi l i tary power . 

Some of the people making current U . S .  defense 
policy are extremely frank about this v iew . 

According to James Lee, manager of marketing 
p lanning at H ughes Aircraft ,  who last fal l  delivered one 
of the keynote addresses at the Electronic Industries 
Association on DOD e lectron ic  purchasing pol ic ies ,  
"We cannot and are not going to catch up with the 
Soviets i n  defense . "  Lee told EIR :  "The DOD wi l l  bu i ld  
the  M X  miss i le ,  the  B- 1 bomber, and the  Trident I I .  I f  
we  bui ld these systems simu l taneously,  that w i l l  be very 
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costly and leave no  money for social services or  for 
NASA." Lee con firmed that " MX and others don' t  
represent any techno logical breakthrough ."  

Th i s  view was  rein forced by Nathan Higginbotham , 
manager of  corporate and government programs for 
M cDonnel l  Douglas Aircraft .  H igginbotham told EIR:  

"There w i l l  be very l i tt le given to new technology 
financing .  This is not poss ib le .  We've got to spend 
money j ust to replenish our arsena l . I would l ike to see 
beam weapons developed, but that w i l l  take years,  with 
a lot o f  problems and no  immediate yiel d .  Therefore 
we' l l  have to spend for other things . "  

The strategy i s  further piped i n t o  the Defense De­
partment from a 1 50-person un i t  cal led the Office of  
Program Analysis and Evaluations .  Th i s  department i s  
a remnant of the  Robert M cNamara whiz-kid systems 
analysts who have destroyed U . S .  m i l itary capabi l i ty 
s ince the 1 960s through their cost-cutting procedures . 
This uni t ,  headed by one of  the s ix DOD assistant 
secretaries , has many people tied i nto "systems analy­
sis ," according to one of the department 's  economists . 
I n  their view m in ima l  output ,  with m inima l  advances in  
techno logy, i s  the path the  U . S .  mi l i tary must fol low .  

Overreach ing the  entire defense apparatus are  the 
three top dogs at the DOD:  Secretary Caspar Weinber­
ger, Undersecretary Frank  Carlucci ,  and  Deputy Secre­
tary Fred I k lf: .  It i s  a wonder that l klf: could have gotten 
i nto a Reagan defense cabinet at a l l .  The former head 
of the Arms Control  Di sarmament Agency , I klf: i s  a 
known adherent of soft technology and mutual techno­
logical disarmament through the SA LT process . 

But h is  boss Caspar Weinberger, despite h i s  tough­
guy image, goes even further in  this d irection .  Weinber­
ger was the U . S .  representative to the 1 974 World Food 
Conference i n  B ucharest, where he pleaded the need for 
populat ion control programs  and cited the l imitation of 
the world ' s  food and other resources . Weinberger is  
contemptuous toward the massive i ndustrial bui ldup and 
anti-environmental ist education that  qual i fies a nation 
for a real mi l i tary defense po l icy .  

Weinberger' s  manned forces deployment is  a t ipoff. 
Weinberger is vectoring U . S .  armed forces away from 
convent ional  force use-massed standing army and 

EIR M arch 24, 1 98 1  



invasion forces-toward the use of many Rapid Deploy­
ment Forces, special units of 200 men and officers, who 
would deploy to harass and engage the Soviets and their 
supposed surrogates in regional hotspots. Conventional 
force size has been cut 40 percent since 1970 and 
degraded into an all-volunteer army along the lines 
recommended by Milton Friedman, leaving the U.S. 
with an army that is more than 25 percent illiterate, and 
rife with drug abuse. Weinberger and Reagan have both 
given their blessing to the all-volunteer army nightmare, 
while adding funds to increase its size by a few tens of 
thousands. Roughly 20 percent of the defense budget 
has to be spent on basic training and related expenses, 
since high turnover means a high retraining rate. 

What they are worried about 
The defense budget for fiscal year 1981 is projected 

by the Reagan administration at $178.6 billion, $7.4 
billion above Carter request levels and that of 1982 is 
projected at an appropriation level of $222.8 billion, an 
additional $26.4 billion above the Carter request level. 

An inventory of the leading items of the U.S. defense 
budget's weapons-acquisitions program and its research 
and development budget demonstrates that the Reagan 
defense budget is merely a retrofitted Carter defense 
budget, without one significant innovation. Most of the 
programs are obsolete in today's modern technologies, 
and won't work. 

• Shipbuilding. The Reagan administration has 
committed an additional $4.2 billion to the $6.6 billion 
allocated by the Carter administration fiscal year 1982 
shipbuilding program. This will go toward increasing 
the U.S. active fleet during this decade from 454 to 600 

Figure 2 
Undergraduate engineering, U.S. and U.S.S.R. 
(thousands of graduates) 
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ships, but will introduce no basic new modernizing 
technology. The program calls for the increase of the 
U.S. carrier fleet from 12 to 15 to allow the United 
States to operate in both the Indian and Pacific Oceans. 
But to accomplish this, Weinberger proposes: I) taking 
one outdated U.S. aircraft carrier, the Oriskany, out of 
mothballs; 2) building precisely one new nuclear-pow­
ered 90,000-ton-displacement carrier, for deployment at 
the end of the 1980s and; 3) taking the World War II 
battleship New Jersey, removing its gun turrets (to 
"save manpower," says a Pentagon source) and then 
calling it an aircraft carrier. 

The extra $4.2 billion will also go for building a 
cruiser, two frigates, and a submarine, and purchasing 
and reconverting from oil to diesel fuel six container 
ships from the bankrupt Sealand Corporation. Of 13 
vessels purchased, only 5 will be newly built. 

Of the total "new" 144 ships, as many as half could 
simply be "reactivated" older ships, stripped down and 
loaded up with electronic gadgetry, which doesn't add 
to military capability but does create a final market for 
electronics goods. The other ships that will be construct­
ed from scratch will take from 5 to 10 years to be built. 

• Land-Based Intercontinental Ballistic Missiles. The 
leading item here is the MX missile system, which is the 
brainchild of the RAND Corporation, with input from 
the likes of Paul Nitze and the Vienna-based Institute 

for Systems Analysis. 
The major idea behind the MX missile system is that 

to "increase the survivability of a land-based ICBM 
force," 4,600 hardened missile silo shelters will be built 
in the Western U.S. Beneath these silos 200 nuclear­
tipped ICBM missiles will circulate on an underground 
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conveyor belt system, and could be launthed from any 
of these 4 ,600 above-ground s i los .  This  system could 
cost at  least $ 1 00 b i l l ion or more. According to an 
engineer for one of the giant a ircraft companies ,  h i s  
company has been given 23 m il l ion hours  of work (or 
1 1 ,000 man-days) on one smal l  component of  the M X  
system . This company usual ly doesn ' t  get a work order 
for any one job of more than I mi l l ion hours .  

The problem of the M X  is  twofo ld :  I)  the Soviets 
are developi ng high-powered laser beam and particle 
beam weapons to shoot down U . S .  I C B M s  in m id-flight 
and, therefore, 2)  have l i tt le in tention of fir ing on empty 
U .S .  miss i le  s i los  after launch as an ant ibal l ist ic miss i le 
defense.  

The vaunted protective feature of the MX is worth­
less. 

• Aircraft. The B-52 bomber i s  an o utmoded plane,  
and the new B- 1 represen ts l i tt le basic advance over the 
B-52 .  These are airships that wi l l  be l oaded down with 
the cruise miss i le  but have l i tt le chance of reaching 
beyond the Soviet shie ld to penetrate the Soviet Un ion .  

• Research and Development. Whi le  the  U .S .  i s  un­
dertak ing some basic new R& D work in  electronics and 
metal a l loy processes, these wil l  not be of sufficient 
importance to make a s ignificant change in  the d irection 
of U . S .  mi l itary technology . For example, the DOD is 
placing high priority on Very H igh Speed Integrated 
Circuits (VHSIC) , which wi l l  have a five-year funding 
effort of $270 mi l l ion .  This  w i l l  increase the speed of 
electronic pu lses with in in tegrated circuits by making 
the circuits smal ler and thereby decreasing the distance 
the e lectric wave has to trave l .  But as last week ' s  EIR 

demonstrated, the Japanese wi l l  soon have 85 percent of  
the  world market in  large in tegrated circuits ,  from 
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having on ly 7 percent of the market 1 0  years ago, 
because the Japanese advance their electronics industry 
by concentrating its advancement in industrial-related 
tasks .  Lacking this orientation ,  the U . S .  programs such 
as the V HS IC  i ncrease exi st ing refi nements i n  electron­
ics, but don ' t  p ioneer new technological breakthroughs .  

There a re  some m i l itary R & D  programs,  such  as the 
CAD/CA M ,  an i n tegrated, numerical ly controlled ma­
chine-tool -run factory of the future, which are beneficial 
to i ndustry . But as Dr. John Ell ison o f  the Industria l  
Col lege of the Armed Forces to ld EIR, "That program 
i s  funding at $200 mi l l ion ,  but I ' d  l ike to see i t  at $ 1  
b i l l ion to make any breakthroughs . "  

On the  other hand ,  the  DOD's  R&D effort i s  
l i teral ly pouring money down a s in khole by investing i n  
a "mobi l ity fuels  program,"  which attempts to  use 
"domestic synthetic fuels ,  improved energy-conserva­
tion methods and  other fuel and energy sources ,"  to run 
ai rcraft jet  engines .  This  wi l l  i ncrease costs several-fo ld ,  
with reduced efficiencies . 

The U.S. industrial base 
The impl ic i t  question  running through the defense 

budget i s  whether, even g iven the m oderate bui ldup in  
rep lacing some of the depleted U . S .  weapons arsenal, 
the U . S .  has a chance of  producing the weapons con­
tracted for .  

The lack of technology focus i n  the defense budget, 
combined with the wholesale gutt ing of the National 
Aeronautics and Space Admin i stration, the U . S .  fusion 
program, the U . S .  science program for secondary edu­
cation ,  and the gutting of  U . S .  basic industry through 
the loan-shark interest-rate pol icy of Fed Chairman 
Volcker, wi l l  com bine to decimate the U . S .  industrial 
base which forms the p ipe l ine for defense product ion . 

Between Sept .  1 7  and  Dec. 3 of last year, the House 
Armed Services Committee convened an extraordinary 
set of  1 4  hearings on the "Capabi l i ty of the U . S .  Indus­
tr ial  Base . " Whi le  m ost  of the present test imony was 
warmed-up H arvard Bus iness School rehashes, the testi­
mony of Air Force General A l ton S lay stood out as 
landmark testimony . With ample empir ical support, Slay 
demonstrated that not only i s  the U . S .  not producing the 
quantit ies of  weapons needed to  fight a war with the 
Soviets, but i ts industr ia l  base i s  not equipped to gear up 
for such a war .  S l ay cited the fol lowing evidence: 
dence: 

• "lead t imes for t i tanium forgings we use in our 
aircraft and jet engines have gone up 87 weeks s ince 
1 978" ;  

• " lead t imes for l arge a luminum forgings were 
recently reported at 1 1 5 weeks ,  an increase of 43 weeks 
from 1 978" ;  

• "steel forgings for l anding gears have gone from 
36 weeks in  1 978 to 96 weeks i n  1 980 . " 
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These are some of the most important components 
for the U . S .  aircraft program,  which is roughly one­
third of a l l  U . S .  hardware acquis i t ions programs .  With­
out such components ,  the ai rcraft-bui ld ing program 
"doesn ' t  fly ."  

Yet, the  Reagan defense budget makes no provis ion 
for adj ust ing this serious dysfunct ion-unless one con­
siders wiping out the conventiona l  commercia l  a ircraft 
industry through deregulat ion and high i nterest rates to 
be a solut ion to this lack of  capacity prob lem . The a ir  
force has run s imulated programs of  surge condit ions­
maximum emphasis on i ncreased speed of  output of 
hardware-and found that  even under such mobiliza­
t ion,  the F - 1 5  and F - 1 6  fighter planes get off the 
product ion l ine no sooner than under normal condi­
tions .  This i s  how ser ious the capacity bott lenecks are.  

With this evidence firmly grasped , many of the key 
members of the Senate Armed Service Committee ques­
t ioned the credib i l i ty of Defense Secretary Caspar "Cap 
the Kn i fe" Weinberger when he appeared before that  
committee to defend the Reagan defense budget . Wein­
berger, a firm bel iever in  the i dea of populat ion control  
and the deindustrialzat ion correlate that goes with i t ,  
s imply lied his  way thro ugh quest ion ing by Sen . John 
Tower (R-Texas) . The  quest ion ing went  as fol lows :  

Tower : Can you assure us that in  fact there i s  the 
abil ity for the industrial  base to absorb th i s  [defense 
budget]? Does the i ndustri a l  base have the capacity to 
carry out these programs i n  ' 8 1 and ' 82? 

Weinberger : Yes.  These programs w i l l  stop the ero­
s ion of our industrial base. 

Tower : Can you give me an  example of  a program 
or programs that are requ ired, but that you have not  
funded in th i s  budget, because th is  ind ustrial base  can ' t  
sustain it? 

Weinberger : Well ,  a number of defense suppliers 
have experienced the ro

"
lIer-coaster effect o f  our pro­

curement pol icy over the years . Especia l ly in areas like 
tactical a i rcraft, tanks ,  strengthening our miss i les ,  and 
shipbui ld ing .  

But others were wi l ling to be more straightforward 
than Weinberger .  General Jones, former Jo int  Chief of 
Staff head stated, "One of my greatest fears i s  our 
industrial readiness . I t  now takes  three or  four years to 
del iver a ircraft .  We are not prepared to mobi l ize, 
either.  " 

Senator Barry Goldwater ( R-Ariz . ) ,  another mem­
ber of the Senate Armed Services Committee, stated, 
"The th ing that most di sturbs me i s  the cont inued 
deterioration of  our industr ia l  base, when we can ' t  
compete with the  Japanese and the  Germans in  auto­
mobiles and avionics and ai rcraft because we have to 
worry about plants and modernizat ion .  Why, we can ' t  
even buy good stee l .  And we  are dependent on strategic 
materia l s ."  
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Documen ta tion 

Gen. Slay: industrial 
base is shot in U.S. 

TheIollowing are excerpts from a statement br Gen. Alton 

A. Slay. Commander oj Air Force Systems Command. on 

Sept .  22 . 1 980 be/eYre the American Mining Congress in 

San Francisco . California. 

I have chosen . . .  an unp leasant theme-whose im­
portance ecl ipses any o ther I could th ink about .  I ' m  
going to suggest to you th is  morning that o u r  posit ion i n  
the international pecking order of mi l i tary, technical ,  
industria l ,  and economic power i s  s l ipping badly . I ' m  
going t o  suggest t o  y o u  that w e  are n o  longer the 
"Arsenal of  Democracy ,"  as President Roosevelt cor­
rectly tagged us 40 years ago . I ' m  going to suggest to 
you, in  fact, that unless th ings take a turn for the better 
over the next several years, we may not even be able to 
correctly tag ourselves as the Arsenal of the U . S  . . . .  

A t  the time of the Cuban miss i le cr is is ,  we had an 
overpowering edge over the Soviets .  That strategic pow­
er edge has vanished . . . .  The Air Force had almost 350 
major  squadrons, wi th 850,000 mi l i tary people, operat­
ing 1 6 ,000 first- l ine aircraft, from nearly 250 instal lat ions 
worldwide .  Today,  we have just 250 major  squadrons,  
not 350; we have just 550,000 mi l i tary people ,  not  850;  
operating 7,000 aircraft ,  not 1 6 ,000; from 1 34 major  
instal lat ions, not 250 ;  and not  nearly so worldwide .  
About the same degree of decl ine can be measured in  
other services . I n  1 970, for example, our  total armed 
forces strength stood at around 311c mi l l ion .  Today, that 
fraction i s  about 2 mi l lion-a decl ine of almost 40 per­
cent in a lmost a decade. 

During the 1 970s , Soviet spending on things related 
to m il i tary research and development,  mi l itary weapon 
system acquis i t ion,  and m i l i tary faci l i ties ,  exceeded that 
which the United States spent by $240 b i l l ion . 

The total number of Soviet scientists and engineers 
engaged in  all types of research and development activi­
ties is  now approaching the I mil l ion mark, the largest 
research and deve lopment manpower pool in  the 
world . . . .  Last year, the Soviets graduated j ust under 
300,000 engineers . We graduated 50,000 and that was a 
banner year for us .  We have never graduated more than 
52,000 engineers in any one year .  The Soviets have three 
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t imes as many engineers engaged In mi l i tary 
research . . . .  

I f  you bel ieve that one U . S .  engineer i s  the equivalent 
o f  three Soviet engineers (which I don't bel ieve), how 
long wil l that three-to-one ratio last ,  with them graduat­
ing graduating six t imes the number of  engineers each 
year than we do? How long do you th ink i t  wi l l  be before 
that ratio i s  five or s ix to one? 

You can forget that o ld  tale of poorly bui l t ,  ineffec­
t ive Soviet m i l itary equipment .  I f  that tale was ever true, 
i t  certainly i s  not true now, nor was i t  true when the 
equipment they have in  the field today was manufac­
tured . They have highly sophi sticated , rel iable ,  and effec­
tive weapons and don ' t  let anyone try to tel l  you anything 
d ifferent .  I a lso want to put  away the myth that the 
Soviets are bumblers when i t  comes to production .  They 
are efficient pro ducers and their factories are modern 
and well equ ipped . They are far outproducting us in 
every aspect of m i l itary production :  

They produce about  20 armored vehicles for every 
one we fie ld ;  the ratio of arti l lery tubes bu i l t  is also ten to 
one in  their favor; they bu i ld  over twice as many fighters, 
and three t imes as many hel icopters as we do; they field 
1 8  surface-to-air missi les for every one we field ; they 
bui ld twice as many subm arines and twice as many naval 
surface com batant ships as we do .  

No ,  there's no solace to be had for us on either the 
R& D or production parts o f  the mi l i tary equation .  The 
Soviets are now, and have been for 20 years, on a 
concerted R&D acquis i t ion offensive .  They've had a 
constant forward thrust-a constant acceleration­
that's g iven them the momentum we lack . . . .  

But that 's  an average. Last year, we had a negat ive 
growth rate of  eight-tenths of I percent .  . . .  

Moving up to the next industria l  echelon,  we find 
another capacity problem : there are only three remaining 
U . S .  suppl iers of  large forgings ,  the k ind we need for 
ai rcraft landing gear and engine components . . . .  

The shr ink ing industr ial base, coupled with increas­
i ng demand . . .  worldwide for scarce materia ls ,  and 
products made from these materia ls  has resul ted in  great­
ly lengthened lead t imes and·esca lated costs . . . .  

But I ' m  afraid that our near-term capabi l ity to 
surge-to do something to get hardware in  the field 
qu ickly-is minuscule and that the long-term prospects 
aren ' t  as grand as some people obviously think  they are. 
For example,  we recently appraised our surge capabi l ity 
for F- 1 5  and F- 1 6  fighters .  We found that during the 
next 1 8  months, under surge condit ions ,  and using al l  of  
the authority and clout we could muster, we could not  
receive any addi t ional  F- 1 5  or F- 1 6  a ircraft beyond those 
currently contracted for .  

One  thing tha t  we  can  do is to  s t i r  the  pot .  . . .  I ' ve 
been doing that as often as I can, s i nce a s ick industry 
equates ,  in my m ind ,  to a sick defense posture.  
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Banking by Kathy Burdman 

'Let them die' 

The Regan Treasury plans major S&L bankruptcies to 

restructure the economy-and the population . 

Treasury Secretary Donald Re­
gan and Budget di rector David 
Stockman are p lanning a "con­
trol led cri s is" of bankruptcies 
among U . S .  savings and loans this  
spring, report some of my Treasury 
sources . The major  inst i tut ional  
investors led by Prudential Insur­
ance plan to pu l l  out over $ 50 bil­
l ion in  depos i ts and loans from the 
S& Ls in  early Apr i l ,  said the 
source. 

Stockman and Regan do not 
want to stem the tide, because they 
agree with the big i nstitutions  that 
the U . S .  economy needs to be res­
tructured, by shutt ing down some 
S& Ls, and the homebui ld ing m ar­
ket they support .  "Don Regan and 
Dave Stockman don' t  bel ieve in  
bai louts ,"  sa id  my source. "They 
inten d to force the Federal Home 
Loan Bank to let these S & Ls die if 
they are desti ned to fai l .  One by 
one . "  

Some at Treasury speci fical ly 
want to cut back U . S .  homebui ld­
ing to force the U . S .  further i nto 
sub-zero population growth . "We've 
al located too m uch capita l  to hous­
ing ,"  said a source . "Now we have 
scarce resources. 

"The typical American col lege 
graduate wants to l ive in a three­
bedroom house. That 's  as inine .  
He' l l  have to take a smal ler ,  energy­
efficient apartment . "  

This wi l l  reduce U . S .  popula­
t ion growth, he sai d .  " Fewer homes 
mean Americans wi l l  have fewer 
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chi ldren . Less space in apartments 
means smal ler fami l ies .  And that ' s  
a good pol icy . "  

Washington regulators esti­
mate that some 200 S& Ls w i l l  "d i s­
appear" in  mergers and liquida­
t ions ,  on top of  3 5  S& Ls bai led out  
and merged by the Federal S&L 
Insurance Corporat ion (FSLIC)  
l ast year .  Some  400 S& Ls are tech­
nicaI ly bankrupt under the FSLIC ' s  
net worth requirements ,  s ince their  
equity i s  less than 4 percent of  de­
posits . 

Profits p lummeted 75 percent in  
1 980 to $900 mi l l ion ,  and the  na­
t ion 's  4 ,700 S & Ls are expected to 
l ose a cool $4 bil Iion in 1 98 1 .  

Last year the FSLIC spent a 
record $ 1 . 5 b i l l ion  in bai l ing out 
and merging a total of  35  S& Ls .  
N o w  the regu lators are afraid they 
won' t  have the m oney to halt  a 
wa ve of  ban kruptcies .  

Stockman i s  a l ready act ing to 
cause depositors to panic and pu l I  
out of  S& Ls,  sa id my usua l ly  rel i a­
b le source. "You have major  insti­
tut ions near inso lvency ,"  Stock­
man told the Washington press 
corps in  an unusual  "backgroun­
der" on M arch 7. 

"Any honest evaluat ion of the 
S&Ls would show their equity has 
been wiped out . "  Bank runs " l i ke 
the 1 930s" m ay resul t ,  he sai d .  

"That w a s  pretty inflam matory 
stuff," laughed my so urce, "and i t ' s  
caused tremors a l l  over the p lace, 
which was what i t  was designed to 

do. It 's advanced our t imetab le . " 
The cris is atmosphere, he sa id ,  

w i l l  he lp p lans by the major  i n st i tu­
t ional  investors such as  Prudent ia l  
I n surance to pu l I  their money out  of 
$50 b i I l ion in  "j umbo" S& Ls sav­
ings cert i ficates coming due in early 
A pr i l ,  which would knock out 
about 8 percent of  the S& Ls' assets . 
"Then we could a l so see the m ajor  
commercial banks  start to pu l l  in  
the i r  loans  to  the weaker S& Ls,  j ust 
as they d id to Chrys ler ," he sai d .  

"Secretary Regan feels  this w i l l  
a l l  be very usefu l  in  helping to mod­
ernize and restructure the entire 
U . S .  economy," sa id my source. 
Donald Regan,  he i nsisted, believes 
in  the "post industr ia l " thesis under 
which the U . S .  shou ld phase out 
basic heavy industry l ike auto and 
homebui ld ing and m ove into com­
puters and other " in formation age" 
services . " Don Regan is a free-trad­
er who wants to g ive no govern­
ment ba i louts to these o ld indus­
tries .  Chrysler shows i t  doesn' t  
work,  a n d  n o w  Regan wants to 
scale down the auto i ndustry.  No 
more ba i louts for them.  

" Letting the S & Ls go,  further­
more,  wi l l  not only rat ionalize the 
S& L and banking industry. M r .  
Regan, of course, i s  fo r restructur­
ing the financial system-that' S 
what he did in h i s  own industry, the 
brokerage industry . He's the great 
l iberal izer of  Wall Street . 

" He 's  reshaped WaI l  Street, and 
now he wants to reshape the econo­
my .  Fewer S & Ls m eans less lending 
to hous ing-we need to cut down 
the homebui ld ing industry .  We 
have too much housing ,  we need 
less housing,  we' ve a l located too 
much capital  to homeb ui lding and 
Don Regan wants newer industries 
to be able to compete for that capi­
ta I . "  
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InternationalCredit by Renee Sigerson 

$ 1 00 billion for energy growth 

Societe Generale 's chairman has issued a proposal that  would 

transform both the Third World and advanced sector. 

Whi le French Foreign M i nister 
Jean Francois- Poncet and Finance 
M inister Rene M onory were in 
Mexico early this month, leading 
French banker Maurice Laure be­
gan drumming up support for the 
creation of a $ 1 00 b i l l ion global  
investment fund to finance energy 
and economic development in the 
Third World .  

In an exclusive in terview with 
EIR,  Laure, chairman of France ' s  
largest state-directed commercial 
bank Societe Generale, emphasized 
that a lternatives to the austerity 
programs admin istered by the In­
ternationa l  M onetary Fund and 
others must be imp lemented to 
avoid mass starvation in  develop­
i ng nations . 

"The I M F  i s  causing trouble 
with its absurd monetari sm,  and 
they have a cure"-austerity-based 
adjustment programs-"that kil l s  
the patient ,"  Laure stated . "We 
must give credit  to finance hard­
commodi ty goods production and 
trade,  not debt service ,"  he to ld our 
reporters .  

Laure informs us that he dis­
cussed the $ 1 00 b i l l ion proposal  in  
detai l with Franco is-Poncet and 
Mon ory, immediately before their 
departures for Mex ico , and urged 
them to bu i ld  U . S .  support for the 
concept during their talks with 
Reagan administration offi cia ls 
which fol lowed the Mexican dip lo­
macy. 

Laure, Monory, and French 
President G i scard have all been 
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h ighly crit ical of  U . S .  in terest-rate 
po licies ( see I nternational ) .  Laure 
and M onory have openly crit icized 
U . S .  implementation of  "monetar­
ist" doctrines of  credit  restraint for 
dangerously worsening economic 
condit ions in  the developing sector .  

Last week , Monory to ld the 
French dai ly Le Monde that "most 
[Third World countries ] are incap­
able, given the evo lution of in terest 
rates, of gett ing themselves to the 
credit markets in order to meet their 
needs . "  Laure fu l ly concurred in  his 
private remark s .  U . S .  Federa l Re­
serve Chairman Volcker "is going 
too far [and] wi l l  col lapse the world 
economy i fhe  continues," he said .  

Monory was recently appointed 
head of  the I M F  In ter im Commit­
tee, the chief policy recom menda­
t ions grouping within the I M F' s  
labyrinthine bureaucracy .  He  has 
pub licly stated he  intends to use h is  
pos i t ion to push for a l owering of 
interest rates worldwide .  He hopes 
to arouse U . S .  support fo r freeing 
up development credi ts at reason­
able ,  l ong-term rates, at a special 
summit  meeting in  June on North­
South relat ions . 

The meeting was launched by 
the I M F' s  s ister organizat ion ,  the 
World Bank ,  but w i l l  be chaired by 
Mexican offic ia ls  who hope to turn 
the event into a crit ical  scrut iny of 
I M F  a usterity dictates . Whi le in 
Washington ,  M onory urged Presi­
dent Reagan to come to the June 
summit ,  which wi l l  a l so be attended 
by I ndian Prime M i nister Gandhi  

as wel l as I raqi President Saddam 
Hussein . 

The concept of  pool ing $ 1 00 
bi l lion for wor ld development cred­
its has been intensely debated in 
Europe under the name of Phase I I  
o f  the European M o netary System 
( E M S) .  In M arch 1 979 ,  France, 
West Germany, and other mem ber 
countries of  the European Commu­
n i ty foun ded a currency stabi l iza­
t ion program under the EMS .  The 
EMS statutes provide for the for­
m ation of a European Monetary 
Fund,  which could issue go ld­
backed bonds consol idating l iqu id­
ity to be re- lent to developing coun­
tries at l ow in terest rates . 

Due to howl ing object ions to 
Phase II from Brita in ,  the I M F, and 
the Carter admin istrat ion ,  Phase I I  
has been formal ly postponed unti l  
1 982 . European bankers and  offi­
c ia ls ,  however, have often consid­
ered that a favorable a l ternative to 
Phase II could be formation of a 
comb ined commercial bank-gov­
ernment fund which wou ld  target 
loans for energy development .  

Las t  summer, fo r example, Ger­
many's  Dresdner Bank proposed 
during a M unich i nternational  en­
ergy conference attended by lead­
ing scientists from numerous na­
t ions ,  inc luding the Soviet Union ,  
that commercial ban k-government 
agreements,  involv ing Europe, the 
M ideast, and the Uni ted States, 
could pool up to $ IO tr i l l ion over 
the next decade for nuclear power­
based energy proj ects worldwide . 
The proposal was countered by 
then-World Bank President Robert 
McNamara, who urged that soft 
energy techno logies, ranging from 
b iomass  to coa l ,  could be developed 
worldwide through a $ 500 b i l l ion ,  
I O-year program,  pr imar i ly  con­
trol led by m ult inati ona l  oil com pa­
nies and min ing conglomerates . 
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Gold by Montresor 

Stabilizing prices through the BIS? 

An Italian monetary expert proposes a gold remonetization 
plan that implies a crash first .  

Former I ta l ian central bank offi­
cial Rinaldo Ossola is circula ti ng  a 
draft proposal fo r gold remonetiza­
tion, centering on the role of the 
Basel-based Bank fo r I n ternationa l  
Sett lements .  Dr .  Osso la ,  now chair­
man of the Banco d i  Napol i ,  i s sued 
this plan in  a paper presented to a 
pri vate meeting of  the I n ternational 
M onetary Adv isory Board of  the 
Securities Group in  New York on  
M arch 3 .  ( See "Springing  the  Mon­
etary Trap on  Reagan ,"  EI R ,  
M arch 1 7 . )  

As I reported last week , there is  
fear in  the gold-trading community 
of a classic bear m aneuver :  a crash 
below $400 an ounce under extreme 
monetary duress ,  enabl ing a hand­
ful of large market partic ipants to 
accumulate en ough new go ld  to 
emerge from the cris is to dominate 
a future gold-based monetary sys­
tem . Dr .  Osso la ' s  paper substanti­
ates that fear .  

He makes two  separate propos­
als . The fi rst i s  that the I M F, which 
wants central banks to accept i ts  
dubious paper ,  the Special Draw­
ing Rights (SDR) ,  use a gold incen­
t ive to promote the SDR .  The I M F  
currently d i stri butes SDRs t o  its 
member central  banks free, and 
cen tral banks  ign ore the paper as a 
means of sett lement .  Osso la  would 
deny new SDR issues to central 
banks who refuse to buy addit ional  
SDRs with gold or dol lars . "The 
incent ive i s  so attractive that it i s  
un l ike ly  that any central ban k  
would refuse," Ossola told m e  in  a 
recent in terview . However, since 
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the present value o f  the S D R  i s  now 
de facto noth ing ,  doubl ing the 
amounts g i ven to central banks wi l l  
n o t  improve i t s  acceptabi l i ty .  

Of  greater i n terest i s  the 
I ta l ian ' s  p lan to s tab i l ize  gold 
prices thro ugh the Bank for I n ter­
nationa l  Sett lements .  He  writes :  

"The B IS ,  act ing as an agent for 
a num ber o f  central banks ,  declares 
i tsel f ready to buy and sell go ld 
against  do l lars at  margin s  respec­
tively below and above a central 
price correspond ing to the average 
of the market prices in, say, the 
th ree prev ious fix ings ;  

"The average of  three fix ings 
should be progressively en larged to 
some 30 fix ings or  more i n  the 
course of the fo l lowing weeks; 

"Go ld purchased and so ld 
should be a l located to o r  suppl ied 
by the central banks  part icipating 
i n  the stab i l ization  program in pro­
portion to their go ld  reserves . "  

T h e  standard argument against  
any such attempt to stabi l ize the 
gold price i s ,  o f  course, that there is  
too l i tt le gold to back the $ 1 . 3 tri l ­
l ion of  foreign l iab i l i t ies now circu­
lat ing in the form of the Eurocur­
rency m arket (of  which $ 1  tri l l ion  
are  U .S .  do l la r  l i ab i l i ties) . Un less 
the U .S .  undertook an  export pro­
gram which increased its foreign 
sales in  the o rder of $ 1 00 to $ 1 50 
b i l l ion ,  i ts  paper l iab i l i t ies would 
overpower i ts  gold s tock under 
condit ions of remonetizat ion . The 
only other way to return to gold 
back ing for the do l lar  would be a 
form of "Chapter I I" for the Euro-

dol lar market; i .e . ,  a suspens ion of a 
large vo lume o f  do l lar  l i ab i l i t ies 
through a crash of one  form or 
another .  This ,  apparent ly, i s  what 
Dr .  Ossola envisions .  

What  the B I S  represents in 
world monetary a ffa irs i s  a power 
much o lder and more evi l than the 
In ternationa l  Monetary Fund .  Cre­
ated in the Pa lazzo d i  San Giorgio ,  
the former home o f  the Genoese 
central bank that has ru led world 
finance for 300 years ,  i t  i s  the undy­
ing l i nk  to the great I ta l ian ,  Dutch, 
Swiss ,  and Brit i sh financial  powers 
of the past-whom Dr. Ossola rep­
resents .  These have a lways viewed 
the I n ternat ional  M onetary Fund 
as an intrus ion ,  too subject to the 
whims of  sovereign nat ion-states 
who ul t imately vote on its deci­
s ion s .  

By  contrast ,  t h e  B I S  is  a com­
mittee of  centra l  ban ks ,  most of 
them " independent" from the n a­
t iona l  governments they serve . The 
BIS o ffic ia l ly adm its that 20 percent 
of  i t s  stock i s  he ld by (most ly Swiss) 
private banks ,  a l though Dr .  Franz 
Pick bel ieves the amount i s  actual ly 
larger . Were it to take the leading 
ro le  in a new monetary system, the 
o ld financia l  powers that once 
stood above nat ion-states and dic­
tated terms, the way the Cassa di 
San G iorgio d ictated terms to the 
Spanish Empire of Phi l l i p  I I ,  would 
have rec la imed what they consider 
to be their patrimony .  

France and Germany are  now 
propos ing a restabi l ized i n terna­
t ional monetary system . They use 
gold ,  through the European M o ne­
tary System,  as a fund for stabi l iza­
t ion of currencies .  But Osso la ' s  
p lan impl i e s  a 1 9th-century Brit ish­
type go ld standard,  o f  a sort that 
caused success ive depress ions in the 
American economy.  
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Agriculture by Susan B.  Cohen 

Dairy industry launches export push 

Under siege domestically, dairy farmers look to foreign 

markets to sustain industry growth .  

The u . s .  dai ry i n dustry-possi­
bly the most productive sector in 
the entire economy-has launched 
a drive to break out of  the bind i n  
which it  finds itself. Confined to a 
domestic market in which it i s  un­
der attack for producing "surp lus­
es," the industry i s  actively p ursu­
ing an export expans ion pol icy to 
pin down the margin of  real ized 
growth .  Latin America ,  where U . S .  
producers enjoy a premium on  
transportat ion costs compared to 
Europe, i s  the main  market being 
targeted . 

But success wi l l  require creat ive 
new approaches to m arket develop­
ment. 

Not surpris ingly,  the Wiscons in 
Agriculture Department i s  p lay ing 
a leading role. The dairy state, 
which suppl ies M exico with most of 
its l i ve dairy cattle and has extens ive 
t ies with Mexican dairy producers ,  
just l ed  a I O-day exploratory trade 
mission to Mexico, Venezuela ,  and 
the Domin ican Republ ic .  Wiscon­
sin Agriculture Secretary Rhode 
and his  trade team are now devel­
oping a set o f  speci fic programmat­
ic proposals to present to Agricul­
ture Department chief john Block ,  
according to in ternat ional t rade 
special ist AI  Herman,  who coordi­
nated the Latin American missi on .  

Wiscons in  offic ia ls  and mem­
bers of  the industry point out that 
while the USDA and Commodity 
Credit Corporation have defin i tely 
been dragging their feet , the indus-
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try itself has not ta ken the i n it iat ive 
to take advantage of exist ing ave­
nues for export development . In ­
stead ,  they've l e t  the  b ig grains have 
a l l  the action .  There was,  for i n ­
stance, scarcely  a dairyman to be  
seen at the recent  Agriculture 
Counci l  o f  America Farm Export 
promotion conference. I n  recent 
years , dairy imports have exceeded 
exports by as m uch as s ix to one .  A 
s i tuat ion of  wor ldwide commercia l  
dairy "surpluses ,"  with the Europe­
an Comm unity aggress ively subsi ­
dizing cut rate exports of  its famous  
mi lk  and butter "mounta ins" has 
been a strong dis incent ive .  

The crux of  the pro blem on each 
s ide of the prospective dairy trade 
flow i s  p rice. General ly ,  a three­
tiered price structure p revai l s  for 
nonfat dry m i l k , the leading trade 
product : a U . S .  domestic market 
price, supported by the federal pro­
gram at 80 percent of parity,  and  
now at about  $ 1 .20 per  pound ;  a 
"world market" price ,  dictated for 
the most part by the European 
Comm unity ,  which is now at abo ut 
60 cents per pound;  and a Com­
modity Credit Corporation sales 
price that hugs the world market 
price in between . 

Virtual ly a l l  U . S .  sh ipments of  
dry  mi lk have been hand led by the  
Commodity Cred i t  Corporat ion di­
rectly to Conasupo,  the M exican 
government food agency . In  each 
of the past four years ,  CCC has sold 
from 40,000 to 80,000 metric tons of  

nonfat d ry m i l k  to Conasupo.  In  
December 1 98 I ,  sa les o f  another 
60,000 metric tons  of  m i l k  were ne­
gotiated, l ike  the others,  at abo ut 
ha lf  the domestic market price for 
U . S .  m i l k .  At this  rate the pr ivate 
trade can ' t  hope to compete . 

Yet,  as the Wiscons in  delega­
t ion d iscovered, M exico,  with a 
three-m i ll ion - l iter per day shortfa l l  
o f  mi lk ,  is i n terested i n  buying 
"three t imes" that amount ,  i f  the 
price i s  righ t .  Conasupo clearly 
feels ob l igated to m ake maximum 
use  of  bargain priced surpluses 
from other countries ,  the interests 
of M exico 's  own dairy producers 
notwithstanding .  In fact (and this is 
a point  of i rony which ought to 
suggest a fresh pol icy approach to 
trade development p lanners) Mexi­
co 's  dairy producers are more often 
than not on stri ke because Conasu­
po's cheap import and pricing pol i ­
c ies  make i t  unprofi tab le ,  i f  not  im­
poss ib le, to  sustain producti on .  
Th i s  on l y  i ncreases t he  pressure for 
more imports i n  a c lass ic vicious 
cycle of  undercapita l izat ion and de­
pendence, a s i tuat ion that i s  not 
on ly no  he lp t o  M exico but no  help 
to U . S .  exporters e i ther .  

Other than the immediate poss i ­
bi l i ty o f  com mercia l  exports of 
dr ied whey (a product con ta in ing 
val uable protein that can be used i n  
baking or feeding blen ds, and i s  
relatively low pr iced i n  the domestic 
market), dairy industry representa­
tives p roperly ins i s t  that  any long­
er-term stable trading relations for 
conti nu ing del ivery of U . S .  com­
mercia l  da i ry prod ucts to M exico, 
or el sewhere i n  Latin America, 
must be based on  f. o . b .  product 
prices comparable to the pri ces paid 
in the domestic U . S .  market . M exi­
can prod ucers, we submit,  would 
readi ly agree. 
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World Trade by David Ramonet 

Cost 

NEW DEALS 

$ 1  bn.  

$500 m n .  

$200 m n .  

$ 1 I 5 mn .  

Principals 

M alaysia from Japan 

I ndonesia from Japan 

N igeria from West 
Germany 

Iraq from Japan 

CANCELED DEALS 

$375 mn.  V . S . A .  from Algeria 

TENDERS 

$ 3 . 32 b n .  Iraq 
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Project / N ature of Deal 

Pernas-N EC S d n .  Bhd,  60% owned by 
a M a l aysian government-controlled 
company, and 40% by N i ppon Electric 
Co . ,  won a contract to build a telephone 
system for rural  and urban areas  i n  
M alays ia .  

Two consort ia o f  Japanese trading cor­
porati o n s  received contracts to provide 
I ndonesia with oi l  refinery equipment .  

Siemens A . G .  to expand a n d  i mprove 
the N igerian telecom network ,  includ­
ing delivery of  1 60 turnkey transmitting 
stati o n s  for radio,  TV, telex, and tele­
phone,  as  well  as proj ect-planning and 
related i n frastructure for stati o n s .  

K u bota Ltd . ,  fro m  Japan,  to provide 
Iraq with the equivalent of 200 k i lome­
ter- Iong 'ductile cast-iron pipes . 

EI Paso, the Texas energy company,  is  
writ ing o ff its i n vestment in  A lgerian 
l i quefied natural gas; begi n n ing  in  the 
early 1 970s, negotiati o n s  involved the 
shipment o f  700 m n .  cu .  ft . o f  gas 
dai ly .  

I raq wi l l  ho ld  a tender from world car 
m fgs . to  establ ish  a domestic car in­
dustry i n  Baghdad,  after appointing an  
international  consultant i n  the next 
few weeks .  The I n d ustry M inistry of 
Iraq is  in  charge of  the proj ect to 
estab l ish an auto sector .  I nit ial  ex­
penditure is estimated at I bi l l ion Iraqi 
dinars .  

Financing Comment 

New bids to be 
submitted to  
complete tele­
com require­
ments for next 
decade. Total  
value o f  project 
is about $4 b n .  

Formal con­
tracts expected 
to be conclud­
ed l ater in 
M arch . 

To be complet­
ed over the 
next 2 1/2 years. 

Shipments will  
start i n  Sep­
tember, for 
completion in  
Apri l  1 983.  

N egotiations  
broke o ff when 
Algeria de­
m a n ded a price 
i ncrease to 
which n either 
E I  Paso,  n o r  
t h e  V . S .  gov­
ernment would 
agree. 

I raqi represen­
tatives were 
having talks 
with European,  
Japanese,  and 
V . S .  car m fgs .  
Expectations  
are t ruck pro­
d uction by  
1 984 and cars 
by the end of  
1 98 5 .  

Economics 1 7  



The $3 billion New York tax giveaway 
Underassessment of commercial real estate is draining the treasury, 
Lydia Schulman reports in Part Three of our urban series. 

Austerity in  New York City has been accompanied by 
some remarkable l iberal i ty .  Through underassessment 
of commercial rea l  estate, and tax-exempt loopholes ,  the 
administrat ion of M ayor Edward K och i s  g iv ing away 
from $2 . 5  to $ 3 . 5  b i l l ion a year in  city tax revenues to 
major  real-estate speculators and holding companies l ike 
the Penn Central Corporation . 

By enforcing exist ing rea l-estate tax laws,  and ending 
welfare exemptions for these beneficiaries,  the city could 
double real-estate tax col lections whi le provid ing rel ief 
to overtaxed smal l  homeowners . 

Such measure would generate enough funds ,  for 
example,  to overhaul  the ent irety of the decayed subway 
system , and st i l l  leave plenty to spare. The Transport 
Workers Un ion ,  representing employees of  the city's 
transit system , has proposed a 1 0-year, $ 1 8  b i l lion  pro­
gram to revive the S Ubways . The tradi t ional  source of 
funds for a major  capital improvement program of  th is  
type i s  the c i ty real-estate tax . Thus .  EI R researchers 
decided to examine the city's various controvers ia l  tax­
abatement programs (J-5 1 ,  42 1 a , the rC IB  program,  and 
so forth) in the expectat ion that if some of those pro­
grams were tightened up, several hundred mi l l ions  of 
dol lars i n  l ost taxes might be recaptured per annum . 

We discovered that the city i s  forego ing not severa l  
hundred mi l l ion ,  but several hundred b i l l ion do l lars a 
year, as a result  of gross underassessment of  pr ime 
M anhattan commercia l  property, unwarranted tax ex­
emptions ,  and the controversial tax- incentive programs 
i nst ituted by the Koch administrat ion and its predecessor 
under Abraham Beame. We estimate that i f  exist ing real ­
estate tax laws and assessment practices were merely 
adhered to,  another several b i l l ion dol lars in real-estate 
taxes a year would material ize .  

The dimensions of the underpayment are as fol lows:  
During the past five years ,  total yearly rea l-estate tax 

col lections inched up from about $ 3 . 2  b i l l ion to $ 3 . 3  
b i l l ion in  current dol lars .  No t  taki ng i n flat ion into ac­
count,  this was a 3 percent increase . During the same 
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period ,  the market value of  pr ime commercia l  property 
soared by roughly 300 percent .  The discrepancy is on the 
order of  1 00 to one between the r i se in market values and 
tax col lections .  

Wi th  the  habitual  underassessment of pr ime commer­
cial properties, the ci ty i s  losing an estimated $ 1 . 7 to $2 . 5  
b i l l ion  a year on Manhattan office properties a lone .  
These funds  wou ld  be sufficient to revamp New York's  
undercapi ta lized subway system . 

Beyond  this ,  we have not yet put a total price tag on 
the unwarranted exemptions and specia l  tax-incentive 
programs ;  however, these practices are easi ly costing the 
city upward of $ 1  b i l l ion a year .  

One of the b iggest current speculat ive boondoggles 
in  New York is the so-called development o f former Penn 
Centra l  and other rai lroad properties, parcels  that are 
tax-exempt due to their rai l road class ifi cation . (These 
properties inc lude the West 30s and 60s rai lyards and the 
environs o f  Grand Central Stat ion . )  I t  i s  an ironical  fact 
of h istory that the Penn Central ran i ts  rai lroads i nto the 
ground as a resu l t  of s iphon ing off rai lroad funds into 
real-estate ventures . Then , in 1 976 ,  i t  palmed off i ts  
transportat ion assets  to the federal government for $2 . 1 1  
b i l l ion ,  and emerged out of bankruptcy proceedings as a 
profitable real-estate ho ld ing company.  Yet the Penn 
Central s t i l l  c laims  rai l road statu� for the city real-estate 
tax exemption ,  whi le ,  along with a l l ied developers such 
as Donald Trump, i t  benefi ts  from the speculat ive runup 
i n  the val ue of  those tax-exempt properties .  

The myth of New York's recovery 
New York City's " favorable real-estate tax c l imate" 

i s  un iversal ly cited as the basis for the city's recovery 
from its 1 975  fiscal cr is is  and economic s lump-the 
burst in office and hote l  construct ion ,  the improvement 
in construction and service employment,  and the re­
emergence of N ew York as an i nternationa l  tourist 
center . 

" Everyone knows that the real-estate market would 
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never have recovered without help of the tax breaks and 
the U DC [Urban Development Corporati on ] , "  a h igh ly 
placed Planning Commiss ion officia l  commented i n  an 
in terview . "With regard to real-estate, the Koch admin­
istrat ion has been unquest ionably prodevelopment .  
Guys l ike  [John]  Zuccotti [former deputy mayor under 
Beame and currently counsel to the Canadian-based 
Olympia & York Developments ,  Ltd . ] ,  foresaw the need 
for tax abatements and other real-estate tax breaks ."  

I n  a l ead  editoria l  on  Feb . 2 3 ,  "The  Supply S ide 
Saves New York ," the Wall Street Journal held up the 
tax po licies of  M ayors Beame and Koch as the model 
for the Reagan administration .  

The question remains whether New York ' s  real­
estate boom i s  the basis of  a lasting recovery . 

The evidence is that the stagnat ion of  city tax 
revenues has cut into the del ivery of  vital  services to the 
point that the city' s basic i n frastructure i s  now threat­
ened. 

To take the case of mass transit ,  the breakdown of a 
once rel iable ,  efficiently funct ion ing subway system has 
had a devastating impact on  the city' s economy:  em­
ployees chronical ly arrive at work late and enraged or 
depressed ; employers complain about  the shortened 
work day and reduced productivity.  Education ,  health 
care,  and other services are under kn ife after kn i fe for 
lack of revenue. New York wi l l  never aga in  be able to 
provide employers with a sk i l led workforce i f  th is  
s ituation continues .  

The underassessment 
The discrepancy between the taxes the city co llects 

on M anhattan office properties and what i t  could be 
col lecting i s  due to the gross undervaluation  of  these 
properties by the Real Property Assessor ' s  Office and 
other c i ty departments .  

I n  the current fiscal year, the c i ty  assumed that the 
market value of  the totality of  Manhattan office prop­
erties was $ 1 2 . 7  b i l l ion .  I t  was actual ly in  the range of  
$45  to $60 b i l l ion ,  according to EIR est imates cross­
checked with numerous real-estate analysts . (The ab­
surdity of the city ' s  claim can be seen in the fact that 
last July the Pan Am bui ld ing-a single bui ld ing-sol d  
for $400 mi l l ion . A n d  there are 233  pr ime office towers 
in  Manhattan ,  whose current resale value i s  $85 to $ 1 00 
mi l l ion apiece, or upward of $23 . 3  b i l l ion  total . )  

At the  current rate of  60  percent-meaning tha t  the  
assessed or  taxable value of a property i s  60  percent o f  
i t s  ful l  market value-the assessed valuat ion of M anhat­
tan office property was $7.6 bi l l ion i n  fiscal 1 980-8 1 .  * 

Given the current tax rate of  8 . 95  percent ,  those prop­
erties yielded about $680 m i l lion  in  tax revenues .  

If the city had begun with the reali st ic market va lue 
of those properties, $45 to $60 b i l l ion  total ,  then at the 
customary 60 percent assessment rate and 8 .95 percent 
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tax rate, M an hattan office properties a lone would be 
y ie ld ing $2 .4  to $ 3 .2 b i l l ion per annum,  not $680 
mi l l i on .  And the city would have at  i ts  disposal  an 
addit ional $ 1 . 72  to $2 . 54 b i l l ion  i n  tax revenues a year .  

Quest ioned about the giant discrepancy between the 
c i ty ' s  assessments and the true market  values of  the 
same properties, one c i ty  tax officia l  sheepish ly offered 
the explanat ion that commercial property values are 
r is ing so fast  i n  the city that the Assessor 's  Office can' t  
keep up with them . 

New York ' s  undertaxat ion system i s  even greater 
than it seems ,  however .  The $680 mi l l ion  in real-estate 
taxes levied on M a nhattan office property in the current 
fiscal year compared with a levy of  roughly $600 mi l l ion  
i n  fiscal 1 976-77 . Dur ing the same period ,  rents on 
prime Park Avenue office space j umped 300 percent to 
$50-$60 per square foot ,  and market values rose accord­
ing ly .  And the city's operating expenses and capital 
costs ,  l ike everything e l se i n  the national economy,  were 
hit by doub le-digit  inflati on .  I n flat ion also p ushed wage 
earners in to  h igher tax brackets, leading to a higher rate 
of  taxation  on their income and lowering of  disposable 
income. I n  such a period ,  the freeze on New York real­
estate taxes in fact amounted to a massive tax cut .  

Special deals 
Thus far we have only been cons idering the under­

valuat ion  of  taxable property . However, less than ha lf  
the property i n  New York i s  subject to taxation at a l l ;  
the rest i s  ful l y  tax-exempt or  nearly so .  

Newspapers l ike  the Village Voice and Our Town 

regu larly report  on the h uge tax exempt ions granted to 
foundat ions ,  schoo ls ,  churches, and so forth .  Yet i n  
many  cases these exempt ions are entirely j ust ified.  But  
what  about  tne  tax  exemptions granted to ut i l i ty com­
panies and the quasi-publ ic authorit ies and corporations 
i n  return for the services they ostensibly provide to the 
pub lic? 

Every private ra i l road operating in New York enj oys 
a cei l ing  on i ts  taxable assessment ,  calculated on  the 
basis  o f  i ts earni ngs in a given year . During the current 
fiscal year, the rai lroads qual ified for a ful l  exemption 
on  $2 .49 bi l l ion of  their $2 .52 bi l l ion i n  assessed valua­
t ion,  because of  poor earnings and other breaks granted 
on  properties with in a five-mi le radius of ra i l road 
passenger termina l s .  While there i s  ample reason to 
award exempt ions on  subway property to the M TA,  it  
i s  whol ly unreasonable for the city to shower benefits 
on the Pen n  Central and other rai lroads that have done 
nothing b ut del iberately tr iage rail service and fuel  real ­
estate specu lat ion .  The tax- free rai lyards a long Manhat­
tan's West S ide waterfront  are the site of  the next phase 
of  New York 's  real-estate bubble .  As  these choice 
parcels are so ld  off to developers, they lose their tax­
exempt rai lroad class ificat ion ;  but according to a highly 
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Manhattan office property-full market value 

Location 
Square footage adjusted 

for vacancy rate 
Average rent/ 

square foot 
Annual 

rental income 

I. Higher estimate based on Planning Commission estimates 
All  office space 

below 60th St .  . . . . . . . . . . . . . . . . . . . . . 2 7 5  less 3 . 5% = 265 $ 3 3  $ 8 . 8  

Total rental income 

$ 8 . 8  

Total market value 

$8.8 X 7 = $61.6 
II. Lower estimate based on Jones Lang Wootten estimates 
Park Ave.  . .  . .  . .  . .  . .  . .  . .  . .  . .  . .  . .  . .  . .  1 5 . 7 1ess 0 . 3 %  = 1 5 . 6  

A v e .  of A mericas*  . . . . . . . . . . . . . . . . . . . 25 less 1 . 7% = 24 . 6  

5 t h ,  M adiso n ,  
Lexingto n ,  3 r d  A ves .  . . . .  . . . .  . . . .  . . . . . 42 less 2 . 3% = 4 1 .0 

Downtown . . . .  . . . . . . . . . . . . . . . . . . . . . 65 less 4 . 3 %  = 62 . 2  

N on-prime space . .  . . . .  . . . .  . . . .  . . . . . .  1 27 less 3% = 1 23 . 5  

Calculating Real Market Value 
To calculate the real market value of M a nhattan o ffice 

properties, we started with square footages of d i fferent qual i ties 
of office space average rents , and vacancy rates . The table 
above represents two sets o f  estim ates: the gross figures cur­
rently cited by the city Planning Commission for a l l  o ffice space 
below 60th Street-275 mi l l ion square feet, at an average rent 
of  $33 per square foot and vacancy rate of  3 percent;  and the 
fi ner breakdown of  d ifferent grades o f  o ffice space contained in 
a recent s urvey conducted by the firm o f  Jones Lang Wootton .  
O n  this basis w e  arrived a t  a n  upper a n d  lower estimate of  gross 
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$45 

$ 3 5  

$40 

$20 

$ 1 5  

$0 .7  

$0 . 9  

$ 1 . 6 

$ 1 .2 

$ 1 .9 

Total rental income 
$ 6 . 3  

$6.3 X 7 = $44. 1 

annual  rental i n come from these b u ildings :  $ 8 . 8  and $ 6 . 3  
b i l l i o n .  Us ing  t h e  trad it ional  r u l e  of  thumb t h a t  a bui lding's  
market value is seven t imes its a n n ual  rent  rol l ,  we arrived at an 
upper and lower estim ate o f  market value of  $6 1 . 6 and $44 . 1 
b i l l i o n .  

T h e  price-earnings ratio i s  actual ly  higher t h a n  t h e  tradi­
tional seven today, because rental income on properties is 
expected to rise sharply over the next several years; a huge 
proportion of existing o ffice leases are due to expire over the 
next several years, and they will be renegotiated at going rentals 
o f $30 to $60 per square foot .  
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placed Plann ing Commiss ion officia l ,  they w i l l  get 
another tax exemption,  probably through the UDe.  

The tax-exempt status of  bonded publ ic  authorit ies 
represents a second  major drain on  potent ia l  ci ty tax 
revenues . 

Beginn ing with the creation  of the Port Authority i n  
the early 1 960s, these entit ies have removed key sources 
of tax revenue-the Port of New York ,  the bridges, 
tunnels, a i rports ,  and l ater the $ 1  b i l l i on  World Trade 
Center-from the city's taxing powers , and p laced them 
under the j urisdict ion of  quasi-public bodies subject to 
no constituency . 

Final ly ,  there i s  the whol ly tax-exempt N ew York 
State Urban Development Corporation general ly rec­
ognized as the kingpin of the last several years' hotel 
and office bu i lding spree. U DC projects, inc luding 
Donald Trump's  Grand Hyatt Ho te l ,  the Convent ion 
Center, and the new home of the American Stock 
Exchange, pay no c i ty sa les  taxes on  the ir  construction 
material-which can run into the tens of  mi l l ions  of  
dol lars-and no real-estate taxes . They pay on ly a 
negotiated percentage of whatever operating profi ts  
they choose to report to the c i ty .  

"The big flap over the Commodore-Grand H yatt 
was over the fact that the percentage of  cash flow they 
agreed to pay i s  so low,"  a Planning Commiss ion 
officia l  recal led . "The hote l  can i n flate i ts costs  and 
reduce i ts taxable cash flow to noth ing ,  and be sure that 
i t s  books wil l  never be audited. I n  fact, the hotel w i l l  
pay practical ly nothing to the  city unti l  2000 ."  

The city i s  los ing an addit ional  est imated $ 1 00 
mi l l ion per year as a resu l t  of various tax abatements (J-
5 1 ,  42 1 a , the IC IS  program, etc .) for rehabbers and 
hotel and office-bui ld ing developers .  Among the recip i ­
ents of the city ' s  munificence have been I B M ,  AT&T, 
Goldman Sachs Investment Company, and H arry 
Helmsley's Palace H otel . There is  plenty of recoverable 
tax money to rebui ld  the transit  system, i n  short ,  and 
restore other vital c ity services . 

*When the tentative assessments for fiscal 1 98 1 -8 2  were made 
publ ic Jan.  29,  Finance Commiss ioner Phi l ip  M ichael stated 
that the city has fol lowed the practice o f  assessing com m ercial  
properties at about 60 percent o f  their ful l  market value and 
residential  properties at 20 percent of  market value.  The n ew 
assessments showed a record 1 0  percent increase, most  o f  i t  
due  to higher assessments o n  M anhattan commercial  proper­
ties . H owever, many of  these assessments are being challenged 
on the grounds that the city discrim inates against commercial 
property, assess ing i t  at a higher rate than resi dent ia l .  In fact,  
EIR's  calculation of  true market val ue indicates that Manhat­
tan office property was assessed at o n ly 1 3  to 1 7  percent o f  i ts  
market value in  fiscal 1 980-8 1 .  
Nevertheless, as a result  o f  the 1 975  State Court of  Appeals 
Hellerstein decis ion,  which declared New York State' s de 
facto system of  classified assessments i l legal ,  the city h as a 
potential l iabi l i ty of about $2 b i l l ion  from tax certiorari c la ims 
hanging over i t .  

EIR M arch 24, 1 98 1  

Currency Rates 

The dollar in deutschemarks 
'liew York late afternoon fixing 

12 . 1 5 r-..... ... 

1 2 . 1 0 I A " l/ -"'-[,./ y  ��� 
I � ..... 

�.O5 
�.OO / I I I 

1 1 .95 V I 1 1 
1 /  1 1 / 111 1/4 1/ 1 1  2 / 1 8  1m 3/4 3/ I I  

The dollar in yen 
New York late afternoon fixing 

1:1 �'=+---r--�--1---�--+---TH+H ! 220 1 

The dollar in Swiss francs 
"iew York late afternoon fixing 

2/ I I  2 / 1 8 l/l� 3/4 3/ I I  

The British pound in dollars 
'lie .. York late afternoon fixing ; - r- ' 

I
, · i1 ll -�- I [2.40 --l---+---+ 

I . ' I ' I I I I 
! 2.35 , I  1 ' I I I ' 
f.'=-=-t----r---"""�- -- t -- - ---+-- - -rt->-1-+-1 

I ' , '1tH,, 1  1, 1, ! 2.30 1 I i J -' -+--, --+--" -,- --+ --, ' I  ', I ' , 
_ 1 _" ·,, 1 I �:�-- --+------- ..;- ---+ --+-t , I 

Economics 2 1  



Interview 

Burns: Schmidt can't 
be taken seriously 

Part II of a March 2 interview with former Federal Reserve 

Board Chairman Arthur Burns. made available to EIR.  
Dr .  Burns is a prospective U. S. ambassador to Bonn. 

Q: What do you see as the solution to West Germany's 
long-term structural problems, such as energy and wage 
inflation? 
A :  First, Germany must watch their budget . Most im­
portant is the enormous turnaround in their balance of 
payments, which is now deep in deficit because of their 
oil bill . The only solution for Germany will be to address 
the problem of scarce energy resources, which we also 
have not addressed, and which the Reagan administra­
tion will finally address . The Reagan administration is 
right . We need a sharp increase in the price of energy in 
order to curtail demand. Not only must there be decon­
trol of oil prices , but we should decontrol natural gas , 
which I believe the administration will do, and after that 
we should impose a large tax on gasoline and on heating 
oil to further raise the price of energy . We must curtail 
demand by whatever price necessary to achieve conser­
vation . Germany faces the same problem. 

Structural inflation, in Germany as in the U .S . ,  is also 
caused by the high level of wages . Wages are a real 
problem. Look at Chrysler , which is paying $ 1 8  to $ 1 9  
per hour, ridiculous, extraordinary for a bankrupt com­
pany. 

There are only two ways to reduce wage inflation: 
1 ) hard times, by which I mean severe unemployment 
not for three or four months, but for several years; or 
2) wage controls or new wage legislation to weaken the 
power of trade unions . 

We must have adj ustment of wages in steel, in agri­
cultural implements , and a number of other industries . 
In order to speed this we must tackle the minimum wage, 
the second point; we need overall reform of basic labor 
legislation, reform of minimum wage, reform of the 
Davis-Bacon Act, which is highly inflationary .  Reagan 
does not want to tackle this now, with the budget and tax 
controversy, but he will begin to tackle it by the end of 
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the year . 

Q :  How soon will this come about in Germany? 
A :  Schmidt will have real difficulties with this in Ger­
many, he's facing tremendous political problems . Im­
mediately, the most important thing Germany can do, 
which the Bundesbank is doing , is to maintain strict 
control over the monetary creation, to maintain a very 
restrictive monetary policy . [Bundesbank chief] Karl­
Otto Poehl j ust came to see me last week and said that he 
is very concerned about pressures within Germany for 
monetary relaxation . 

Q :  What is the response to Chancellor Schmidt's open 
complaints about high U .S .  interest rates in Washington? 
A :  Chancellor Schmidt has a loose tongue, he's a very 
volatile man, although, of course, I know him well 
personally and I'm very fond of him. He came here a few 
times while I was chairman of the Fed and I told him that 
his criticisms in fact were very helpful dealing with other 
countries . I'll explain what I mean . Last time Mr. 
Schmidt criticized me publicly ,  I got a call from a mem­
ber of Congress, one of my critics, who said "The impud­
ence of that foreigner . From now on, I'll never criticize 
the Fed again, and I'll always defend you ."  Schmidt is 

careless . 

Q :  Why has there been no public administration re­
sponse to Schmidt's complaints? 
A :  The administration itself is split; many people are 
highly critical of the Fed , led by the Undersecretary of 
the Treasury Beryl Sprinkel, my good friend from Chi­
cago . He believes the Fed was too loose last year and 
now must tighten more consistently . 

Q :  What about opposition from the other side, like 
Schmidt's? 
A :  That is Schmidt's opposition, and there is no opposi­
tion from the other side, the Fed was too erratic in its 

policy ,  and that's that . So when Schmidt criticizes the 
Fed for being erratic , why should the administration 
people who want a firmer monetary policy say anything? 
Furthermore , Donald Regan has not discovered what 
his policy is yet . 

I had a full talk with Poehl, he's opposed to the 
Schmidt initiative for a common industrial nation policy 

to lower interest rates . It's a silly policy.  

Q: Do you see continuation of these interest rates and 
the other wage adjustments you mentioned as a way to 
ease the U .S .  and Germany into the postindustrial soci­
ety? 
A :  I can't discuss this very important subject over the 
telephone . 

EIR March 24, 1 98 1  



" . - " ' 

LaRouche in WashingtolJ 

Forurns for Doli cY lnakers d esigned to shape 
U. S ,  fore ign pulicy t oward Europe and Mexico 

March 20 

Europe's Challenge to Volcker 
A cm�ferencc sponsored by t i le Exec u t i ve In tell igence Review 

a nd the Nat iona.l  Dem ocra t i c  Po l iqJ Committee 

SPEAKERS: 
Lyndon H. LaRouche, Jr. ,  Chairman of Advisory Commit tee. 

National  Democratic Policy Committee ; 
Con lribu ting Editor. Executiv( '  Inte l l igence Review 

Helga Zepp-LaRollche, Chairman.  European Labor Party 
May flower Hot e l .  Colon ial  R oom , l l 2 7  Connecticut Ave . N .W. 

2 : 00 p m . T icke ts :  825 

March 26, 2 7  

U.S. , Mexico, and Central America: 
Conflict or Cooperation? 

A conFerence sponsored by [he Executit' e  Intell igence Review 

SPEAKERS: 
Keynote (March 26):  Lyndon H .  LaRouche. Jr. 

Dr. Uwe Parpart. Dircd or ,)1' Researc h .  Fusion Ene;-gy Foundation 
Fernando Quijano, Contributing Editor, Execu tive Intelligence Review 

AI Zapanta. Member. Reagan Transition Team : Vice President . AReO Ventures Co. 
Joseph Dietrich. Consultant ;  Former President. American Nuclear SOciet.y; 

.Former Ch ief Scientist. Combustion Engineering 
Hdy-Adams Hote l .  l.:o lonial Room . 800 16th Street N .\\'. 

8 :00 a . m .  Tickets :  S lOO 

Address inq u i ries to Laura Cohe n ,  (202) 223 -S�)OO 
Send checks 1 0 ;  Executive lntelli�encc Re\' !ew 

2025 1 Street. S";ite 520 
Washington, D . C .  20037 



Business Briefs 

Communications 

IBM, Japan's NTT 
work out patent pact 

I B M  and Japan's  government-owned 
Nippon Telephone & Telegraph (NTT) 
are expected to form a pact later this  year 
in  which al l  patents held by each firm 
would be exchanged with the other.  Ac­
cording to the Japanese business dai ly 
Nihon Keizai Shimbun o f  M arch 3,  the 
pact i s  l i kely to include man ufacturing 
rights under which I B M  could make 
NTT-created products and NTT could 
l icense private Japanese companies to 
manufacture I B M  i n n ovatio n s .  

T h e  report fol lows a s imi lar arrange­
ment between NTT and AT&T estab­
lished in  Jan uary 1 980.  

Nihon Keizai commented that the new 
pact would " form a huge international  
tr ipod of  technological a l l ies . . .  and help 
ease Japan-U .S.  conflicts as wel l . "  

Opening u p  NTT's research and de­
velopment to U . S .  procurement and 
sharing had been a m ajor  o bjective of  the 
Carter administration because NTT's 
huge R&D and computer procurement 
had aided Japa n ' s  computer develop­
ment .  NTT is becoming the world' s most 
s ignificant chal lenger to I B M ' s  market 
dominance.  Given the Reagan adminis­
tration 's  emphasis  on electronics in its 
economic and defense pol icies ,  there is  
reason to believe the I B M -AT&T-NTT 
hoo k up may be l in ked to efforts to ar­
range Japan' s  help in supplying the U . S .  
arms program . 

Corporate Strategy 

u.s. corporate equity 
changes hands 

One of  the largest changes in  ownership 
of  corporate equity in  U . S .  h istory is  now 
occurring .  This i s  led by buyouts of  U . S .  
companies,  especial ly b y  Canadian or 
Briti sh- l inked companies .  

On M arch I I , the M o ntreal-based 
Seagram Liquor Company announced 
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that it has m ade an  " u n friendly" $ 2 . 3  
b i l l ion  takeover b id  for St .  J o e ' s  M i n ­
eral s .  St .  Joe' s ,  t h e  largest producer o f  
lead and z i n c  in  the U n ited States, h a s  
called t h e  Seagram o ffer " unsol icited" 
and ci ted the $2 b i l l ion  o ffer "grossly 
inadequate . "  Seagram is  a firm noted for 
its connect ion to the Brit ish Secret I n tel­
ligence Service, and has  been cited on 
n umerous occas ions  as i n volved in  traf­
fick ing in the i l legal narcotics trade.  Last 
December, Seagram u ndertook a $ 3  bi l­
l ion bank borrowing from a consortium 
of  3 1  leading banks  to bui ld  up its  cash 
reserves for the takeover b id .  

Seagram' s  bid has  led a wave of take­
overs and mergers of  U . S .  corporations  
o ver the las t  three weeks ,  inc luding :  the  
$4 bi l l ion b id  by Standard Oil  o f  Cal if  o r­
n ia  to take over 80 percen t of the stock o f  
t h e  c o a l  and metals company A M AX ;  
AT&T h a s  been granted an $ 1 1 b i l l ion  
rate i ncrease, which,  coupled with  the  
recent court  ru l ing  that  a l lows AT&T to  
diversify into noncommunications in ­
dustries ,  wi l l  g ive  the acquis it ion-minded 
giant a large pool  for buyouts ;  Prudential  
wi l l  spend $400 mi l l ion  for oi l  invest­
ments,  a sevenfold  increase in  i n vest­
ments in this area; B u nker Ramo,  a large 
electronics producer,  i s  the announced 
target for takeover, according to its own 
admiss ion to the S E C .  

World Trade 

Defense / auto tradeoff 
between U.S.  and Japan? 

Was Reagan emissary David Abshire in  
Tokyo M a rch I - I I to negoti ate a trade­
o ff for Japan to ship fewer cars to A m er­
ica in exch ange for the opportunity to 
supply the U . S .  defense bu i ldup? At  a 
M a rch 4 Senate Armed Services Com­
mittee hearing,  Defense Secretary Cas­
par  Weinberger noted that a m aj o r  ob­
stacle to carrying out the proposed bui ld­
up i s  that "we have fal len behind our 
al lies with the capacity o f  our  industrial  
base . "  Therefore, he argued, "There 
must  be a div is ion of labor  with other 
N ATO countries and Japan . "  This  was 
taken to mean that not only must A mer-

ica's a l l ies increase their own defense 
spending,  but  they m ust help supply 
parts,  machinery,  and m aterials for the 
U . S .  bu i ldup .  Senators John Tower (R­
Tex . )  and B arry Goldwater (R-Ariz . )  
a l s o  raised th is  subject . 

Abshire,  who had headed Reagan ' s  
foreign-pol icy transit ion tea m ,  repeated 
Weinberger 's  dictum on " international 
division o f  labor on defense" to Prime 
M i n i ster Zenko S uzuk i  at a M arch 6 
meeting in Tokyo . Last fal l ,  officials at 
Georgetown U n i versity ' s  Center fo r 
Strategic and I n ternational  Studies 
(CSIS) ,  which A bshire heads, told EJR 
that there were proposals for Japan to 
sh ip  fewer autos in exchange for being 
al lowed to help supply the defense 
b ui ldup . 

According to Japan's  Kyodo news 
service, Abshire  told Suzuki  that the ad­
ministration was making  no link between 
auto and defense,  but many congressmen 
were. It i s  a common practice for admin­
istrati ons dea l i ng with Japan to blame 
pressure from Congress fo r goals  they 
themselves want .  

International Credit 

Central bankers, U.S. 
examine the IMF 

T h e  world 's  t o p  central bankers have 
been debating i n  recent weeks whether 
their g overnments should issue $5  bi l l ion 
in  special  loans  to the I n tern ational  
M onetary Fund ( 1M F) ,  the global  agen­
cy which lends balance o f  payments cred­
its  and oversees austerity program s .  

At congressiona l  heari ngs M arch I I , 
new Treasury U n dersecretary McNamar 
anno unced h is  department wi l l  be doing 
a cost-benefit analysis of  World Bank 
programs to find out i f  U .S .  taxpayers' 
funds  a l located to such i n ternational  
agencies are  producing results consistent 
with A m erican foreign policy . McNamar 
a lso  emphasized that  the U nited States 
wi l l  oppose formation of a special energy 
affil iate for the World Ban k ,  a proposal 
enthus iastica l ly worked up last year by 
former World Bank head Robert M c-
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Namara . I n  his  test imony,  U ndersecre­
tary McNamar noted that Saudi  Arabia,  
which is  expected to lend the I M F  $9 
bi l l ion over the next three years ,  also 
opposes the energy bank idea.  

Washington o bservers repo rt many 
officials in  Washington think Mc­
Namara was "too independent" at  the 
World Bank and even used h i s  post there 
to fund po licies contradictory to U . S .  
foreign pol icy interests . 

During the week o f  M arch I ,  the 
world 's  top 10 central ban kers met in 
Ottawa,  Canada with I M F  Executive Di­
rector de Larosiere. The fo l lowing week­
end, the same individuals  reconvened in 
Basel,  Switzerland at the Bank for I nter­
national Settlements.  On the agenda on 
both occasions was de Larosiere' s re­
quest for a special  $ 1 . 2 b i l l ion loan from 
these banks '  countries .  Although U . S .  
spokesmen attended both meetings,  it  
has already been announced that even if 
the U . S .  supports the loan i n  principle,  
its laws prohibit i t  from participating in 
such a financing arrangement-a fact 
which could serve to weaken U . S .  po licy 
say over the global financial  agency . 

Banking 

S & L  rationalization 
laws on tap 

Legislation to rationalize and reduce the 
savings and loan industry after an ex­
pected S&L bankruptcy cris is  (see Bank­
ing)  is now being formulated in  Wash­
ingto n .  

While Secretary o f  t h e  Treasury Don­
ald Regan does not want the Federal 
Home Loan Bank Board to bail out 
many S & L s  after the crisis hits, the ad­
ministration intends to use the panic at­
mosphere to force thro ugh Congress a 
ruling that would urge the Federal Re­
serve to al low the major  New York com­
mercial  banks to buy up bankrupt S& Ls 
across the country.  

This would precipitate a m aj o r  take­
over of  large segments o f  the S&L i n d us­
try by commercial banks ,  who would be 
l ikely to substantial ly reduce S&L lend­
i ng to homebui lding .  The Fed has the 
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abi l ity to pass such a rul ing by regulatory 
fiat,  but seeks congressiona l  approval .  

Senator D aniel  M oynihan (D-N . Y . )  
is  preparing a m ore extensive " Recon­
struct ion Finance Corporation ( R F C ) "  
fo r S & L s .  I n  legis lat ion shortly to be 
i ntroduced into the Senate Banking 
Committee, M oynihan cal ls  for the Fed­
eral H o m e  Loan B a n k  Board to issue 
bonds on  the private market,  b ased on i ts  
own assets ,  and use the p roceeds to  buy 
the low-interest fixed m ortgages now 
clogging the books  o f  S& Ls a n d  m aking 
them unprofitable i n  today ' s  h igh-inter­
est environment .  

I n  effect,  this  would stick the federal 
government with the bad loans o f  certai n  
lucky S& Ls,  w h o  would then go on  to 
divers ify out o f  home lending and into 
more profitable  areas.  

The U . S .  League o f  Savings Associa­
t ions  is a lso requesting legis lat ion to al­
low the Federal S&L Deposit Corpora­
t ion to purchase low-quality m ortgages 
by sel l ing its Treasury b i l l s  to raise the 
cas h .  

Public Policy 

German cabinet : defense 
requires economic growth 

At a Bonn cabinet meeting M arch 1 1 , 
reports the West German business daily 
Handelsblatt ,  "the cabinet stressed their 
view that German defense responsibi li­
ties could be met,  because the big pro­
curement programs such as the Tornado 
fighter and the Leopard I I  tank would 
not be cut .  The cabinet concluded that  
the defense capabi l i ties of  the Federal 
Republic are premised on i ts  abi l i ty to 
finance defense.  Econ m ic stabi l i ty and 
growth capabil ity are the p reconditions 
for a new divis ion o f  labor within 
NATO . "  

I n  a related development M a rch 1 3 , 
French Treasury Secretary Jean-Yves 
H aberer stated that the European M on­
etary System has protected Europe 
" from the m onetarist epidemic ,"  and 
now "pol it ical wi l l"  is  required to create 
a European M onetary Fun d .  

Briefly 
• INTERNATIONAL H a rvester 
h as j ust sold 1 , 800 heavy-d uty 
dump trucks to I raq ,  for m o re than 
$ 1 00 m i ll ion . The a i l ing U . S .  agri­
cultural  goods prod ucer reports 
the order will hike o u tput o f  the 
truck brand by 50 percent begin­
ning Apri l .  The deal i s  half i ts  an­
nual truck export sales .  

• DONALD REGAN i s  un der in­
creasing p ressure from supply-sid­
ers to res ign,  says the o ften rel iable 
" I n formed Sources" co l u m n  o f  the 
New York Daily News. 
page 1 3  

• BARON GUY de Rothschi l d ,  
Felix Rohaty n ,  a n d  former U . S .  
Federal Reserve Chairman Arthur 
Burns are featured speakers at a 
M ay 8 conference at Georgetown 
U n iversity on  the M i deast .  Also 
included on  the program are Ger­
man banker Walter Hesselbach , 
who has strong Zionist  t ies,  and 
Robert Nathan Associ ates from 
Washington,  D . C .  The topic  of  
discussion w i l l  be formati o n  o f  a 
M i deast Development Fund cen­
tered on  Egypt and I srael . 

• THE BANK OF CHINA plans 
to expand its international  bank­
ing ventures into New York,  pri­
m arily to service the Chinese 
emigre commu nity . The PRC 
bank plans  to apply for a federal 
charter to avoid the New York law 
requiring foreign banks to recip­
rocate by al lowing New York 
banks  to open i n  their  countries .  

• SUSAN B. COHEN, represent­
ing the N ational  Democratic Poli­
cy C o m mittee, testified M a rch l O­
I I  before the H o use and Senate 
Agriculture Committees on the 
omnibus  farm b i l l  and U . S .  farm 
p olicy,  blasting OMB Director 
Stockman . Rep . Arlon Stangeland 
( R- M i n n . )  q uoted extensively 
from her testimony to refute con­
sumerist attacks against  dairy 
price supports .  Cohen called for 
adequate credit to farmers and 1 00 
percent parity to m a intain high­
technology producti o n .  
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Will the Soviets 
rule in the 198051 
by Criton Zoakos , Editor-in-Chief 

The most meaningfu l  way to judge the sign i ficance of  the recent 26th 
Congress of the Soviet Commun ist  Party is  to match the impl ications  of  its 
adopted pol ic ies against those of  the policies contained in  Defense Secretary 
Caspar Wein berger's defense budget and in  the i l l-conceived budget cuts of  
O M B  Director  Dav id  Stockman . A serious comparison between the  econom­
ic-mi l i tary pol icy of the Soviets and of  the Reagan admin istration for the 
1 98 1 - 1 985  per iod wi l l  demonstrate conclusively that i f  the i ntended pol icies 
of both nat ions are carried out , then the Un i ted States w i l l  be reduced to a 
thi rd-rate power status by the t ime President Reagan completes h is  fi rst term 
in office .  By that time, there wi l l  be on ly one "superpower," the Soviet 
U n ion ;  "second-rate" power status wil l  devolve on cont inental  Western 
Europe under jo int  Franco-German leadersh ip .  

To j ust ify th i s  dramatic conclus ion in  the  reader's mind ,  we  sha l l  fi rst 
identify the most sa l ient pol icy features of the 26th CPSU Congress; then we 
shal l  ident ify the underlying assumptions  of  the Weinberger defense budget 
plus the impl icati ons of  the Volcker-Stockman economic po licies for the 
future of U . S .  defense and i ndustr ia l  capabi l i t ies .  

The policy core of the Party Congress 
To quote General Secretary Leon id  I .  Brezhnev, the principal  objective 

of  the 26th Congress of the Communis t  Party of  the Soviet Union was to 
order and organize the " regroupment of  the scient ific forces of the Soviet 
Union" for the purpose of carrying out  the Eleventh Five Year Plan,  a p lan 
which by general admission  represents a drast ic  departure from a l l  h itherto 
observed Soviet economic p lann ing practice. 

In fact, Prime Min i ster N ikola i  Tikhonov,  i n  p resent ing the p lan , 
characterized it as "the first stage" of a stagger ing 30-year energy develop­
ment program,  whose objective i s  to provide the Soviet Un ion  with an 
" infin itely" extendable energy industry by the end of  three decades . This 
wi l l  be accompl i shed by the systematic,  i nterl i nked development and 
insta l lat ion of  nuclea r fiss ion plants ,  fast breeder reactors ,  hybrid fission-
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The opening o/ the 26th Party Congress: Leonid Brezhnev at the podium.  

fusion reactors,  and ful l -scale thermon uclear fus ion 
reactors ,  as out l ined by Anatol i i  A leksandrov, the pres­
ident of the Soviet Academy of Sciences . It was further 
d isclosed by Prime M i n ister Tikhonov that the ent ire 
energy development program is under the di rect person­
a l  supervi s ion of  President Leonid Brezhnev.  

Accompanying the launching of th is  ambit ious en­
ergy program is  the unprecedented emphasis on science 
and technology which permeated the entirety of the 

Congress 's  proceedings .  Leonid Brezhnev' s persona l  
statement describ ing h is  science po l icy i s  an unusual ly 
powerful ly formulated statement of purpose, and i t  
occupied the centerpiece of h i s  keynote address to the 
Congress: 

The circumstances in  which the nat iona l  economy 
is to develop in  the eighties make the acce leration 
of  scient ific-techno logical progress even more 
press ing .  N o  one needs convincing of the great 
signi ficance of  science. The Communist Party 
proceeds from the premise that the construction 
of a new society i s  s imply unth inkable without 
science. The CPSU Central Committee advocates 
the continued raising of the role and respons ib i l i ty 
of the U . S . S . R .  Academy of Sciences and im­
provement of the organ ization of the whole system 
of  scient ific research . . . .  There must also be a 
more attentive att itude to the needs of science, and 
a more attentive provis ion of  scient ific establ ish­
ments with equipment and instruments ,  and ex­
pansion of experimental  p lants .  The country 
greatly needs the efforts of the major  sciences, 
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together with the elaboration o f  theoretical prob­
lems, to be concentrated to a greater degree on 
the reso lut ion of key nat iona l  economic  quest ions ,  
on  discoveries capable of  m aking genuine ly revo­
lut ionary changes in  production . . . .  The promo­
t ion of sc ient ific d iscoveries and inventions  i s  the 
most decis ive and most  cr i t ica l  fie ld today.  Re­
search and development work should be l inked 
more c losely,  economical ly and organizational ly ,  
with product ion . . . .  I t  would be certainly worth­
while for the Academy of  Sciences, the State 
Committee for Science and Technology and min­
istries to carry out work i n  assess ing the scientific 
and design base o f  various industries and to 
i ntroduce proposals for the regroupment of  scien­
t i fic forces . H ere we have every right to count also 
on help from i ndustries having a part icularly 
strong scientific base, inc lud ing defense.  

In short ,  comrades, c lose i ntegrat ion between 
science and product ion i s  an urgent requ irement 
of  the present day.  The CPSU Central Committee 
is convinced that workers in science and technol ­
ogy ,  engineers, designers, and heads of i ndustries 
and product ion p lants wi l l  do everyth ing possible 
to be equal to this  requirement .  The basis for 
scient ific and technical  progress i s  the develop­
ment of  science. 

Science, i n  addit ion to being assigned the task of 
leading the way of  Brezhnev's " infinite supply" 30-year 
energy program,  i s  cal led upon to p lay the basic role in  
causi ng increases in  labor product iv i ty a l l  across the 
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board, as Soviet Sector Editor Rachel Douglas d i scusses 
below.  There is, furthermore, a more profound purpose 
in  Brezhnev's gu idel ines :  the Soviet Un ion ,  for the first 
time in i ts 63-year history, i s  mobi l iz ing its resources for 
a preplanned succession of qualitative rather than quan­
titative transformations of its economic capabi l i t ies .  

In short, dur ing the next five years ,  the U . S . S . R .  wi l l  
be mobi l ized i n  pursuit o f  non l inear, strategical ly im­
portant qual itative flanks i n  fundamental science and its 
appl ications in  both product ion and defense .  This tend­
ency has existed i n  the Soviet Un ion for quite some 
t ime, and i t s  strategic impl ications had been ident ified 
by the Executive Intelligence Review, �spec ia l ly by Lyn­
don LaRouche, s ince approximately i 97 5 .  What was a 
mere s ignificant tendency over the past five years has 
now been transformed into the central ral ly ing task of  
the  Soviet state and party as a result  of  Leonid Brezh­
nev' s extraordinary sucess in consol idating his powerfu l  
fact ional grip over h i s  party . 

I n  point  of fact, Brezhnev's po l icy, h i s  s ingular 
emphasis  on a strategy of  pursu ing qual itative flanks  in 
science, had been increasingly the subject of major  
publ ic debates in  the  U . S . S . R .  beginn ing in  approxi­
mately 1 976-77 . During the summer of  1 979,  Soviet 
Academician E .  P. Yel ikhov,  a leader i n  the Soviet 
thermonuclear fus ion program,  i n formed Western jour­
nal ists that the burden of mi l itary spending on the 
economy i s  such that "a s imply l inear expans ion is now 
nearly imposs ib le . "  S iberian development,  energy devel­
opment, improved transport-none of these tasks can 
be accomplished without a shift in to qual i tatively new 
modes of scient ific development,  he added. 

A few months later, Brezhnev, in a Central Commit­
tee Plenum,  indicated that the Soviet leadership was 
considering specific techniques of vector ing scienti fic  
development throughout the ir  i ndustr ial  base :  "The 
structure of industria l  productions  i s  be ing improved by 
the accelerated development of those industries which,  
by thei r character, determine  overa l l  techno logical 
progress .  " 

One year l ater, a spokesman for the Brezhnev fac­
t ion ,  Professor Y .  Lebedev, wrote in Pravda that pol icy 
focus m ust be p laced on the "fundamental achievements 
of science ,"  and that what counts i s  those break­
throughs in  science which create new,  unpredictable,  
nonl i near geometries for the economy.  

F ina l ly ,  after the President o f  the Soviet Academy 
A leksandrov was given his mandate by Brezhnev at the 
recent Party Congress, he went to the podium and 
addressed the fi ve thousand-plus  delegates principal ly 
on the un ique importance of "fundamental research" 
and "fundamental breakthroughs which lead to new 
domains of human act iv ity . "  

No  doubts should b e  left about the pol icy content o f  
the Brezhnev-dominated 26th Soviet Party Congress: 
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• Primary emphasis  on in -depth development o f  
their n uclear energy i ndustry .  

• M assive push i n  fundamental  scientific research . 
• Sustained increase i n  the growth rate of labor 

productivity .  

The prospects for the United States 
The combined effects on the U nited States economy 

of Paul Yolcker' s monetary policy, David Stockman's 
budget pol icy ,  and Caspar Weinberger 's  m i l itary pro­
gram wil l now threaten to produce results so profound 
that  they may be i rrevers ib le  for at l east 20 years . In  
sum,  i f  the pol icies o f  these ind iv iduals are a l lowed to 
take effect, at the end of  Reagan ' s  admin i stration , the 
Uni ted States w i l l  be decis ively i n ferior to the Soviets in  
most essent ia l  economic and mi l i tary capabi l i t ies .  The 
s i ngle most important cause o f  such an eventual ity wi l l  
be the inab i l i ty of these pol icy-makers to comprehend 
the speci fic  s ignificance that science pol icy has i n  deter­
m in ing both economic and mi l i tary development .  

F irst, on  the matter of defense pol icy and Mr .  
Weinberger 's  budget: t h e  objective of t h e  Reagan ad­
min i stration ' s  defense budget i s  to bu i ld  a s ignificant 
conventional  combat force accompanied with an air and 
naval capabi l ity to dep loy and fight in any number of 
locations  in the Third World .  Virtual ly the entirety of 
the budget increases for FY 1 98 1  and 1 982 i s  earmarked 
for acquis i t ion and maintenance of conventional equip­
ment ,  for improvement of the preparedness status of  
exist ing and p lanned conventiona l  combat forces, for 
improvement of mi l i tary sa laries to cover the s ignificant 
manpower shortages that now exist ,  and for the pro­
curement of certai n  types of  naval vessels and ai rcraft 
whose i ntr ins ic combat miss ion i s  essent ia l ly conven­
t ional . 

I n  terms of strategic n uclear weapons,  the new 
budget fa i thful ly sticks to McNamara's ph i losophy of 
"deterrence ,"  i . e . ,  maintai n i ng a force whose assigned 

mission is not to fight a war. Thus,  Secretary Weinberger 
has made the decis ion not to seek improvements in  
mi l itary R&D,  to not seek the  development of qual i ta­
t ive flanks precisely at the time when the Soviets are 
deploying the entirety of thei r efforts in the d i rect ion of  
obtain ing qual i tative breakthroughs which wi l l  tend to 
lead them into the next generat ion of weapons systems ,  
genera l ly  associated wi th  fun damental research in  p las­
ma physics ,  fus ion energy research , and the effort to 
develop technologies capable of manipulating amounts 
of energies associated with thermonuclear fus ion . 

The strategic nuclear forces of  the U nited States, 
under Secretary Weinberger's guidel ines ,  are con­
demned to languish in  the technological plateau of the 
late 1 950s, a p lateau that is not envisaged to be su­
preceded unt i l  the end of the century .  The Trident I I  
submarine,  the M X  missi le  and the Stealth bomber 
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basical ly represent refinements and l inear extens ions of 
exi st ing techno logies .  Despite any possible future re­
finements in microcircuitry, precis ion targeti ng, new 
electronic countermeasures etc . ,  the weapons p lanned 
for deployment into the 1 990s cannot possibly embody 
any technological surprise to Soviet defense p lanners 
who are currently engaged i n  pursuits of  "fundamenta l  
breakthroughs which lead to new domains of human 
activity . " 

I f  the present antiscience bias of  our defense pol icy 
is  not reversed with a drastic sh ift of  emphasis  in 
fundamental science by the year 1 982 ,  important nat ion­
al resources are going to be locked into commitments  
leading us further and further away from what must be 
done to meet the Soviet scient ific challenge. I t  i s  possible 
that by the 1 984 elections the science and R&D "gap" 
may become permanently unbridgeab le .  Current trends 
certainly point in that di rection ,  as the fol lowing figures 
indicate. 

At the present t ime the Soviet Union has 45 mi l l ion  
"b lue col lar" workers employed in  the i r  nonagricultural 
goods-manufacturing sector; the United States has 25  
mi l l ion . Soviet labor  productivity in  the  1 976-80 period 
increased by 1 7  percent ; U . S .  labor productivity i n  the 
same period registered zero increase ( in  1 980 i t  declined 

by 3 percent and in 1 979 it declined by 0 .8  percent) .  The 
Soviets now employ over I mi l l ion scientists and engi­
neers in basic science R& D; the United States 0 . 5  
mi l l ion . Each year, the  Soviets graduate s l ight ly over 
300,000 new engineers; each year we graduate s l ight ly 
less than 50,000 . The Soviets ,  before their current Party 
Congress were outspending us in R& D by a ratio o f  
two to  one.  After Brezhnev announced h i s  science 
policy, this ratio is expected to increase sign ificant ly .  

The above figures, viewed together with the po licy 
decis ions made at the Soviet Party Congress ,  represent 
the deeper, more res i l ient Soviet capabi l it ies that the 
Uni ted States must face up to . The number of rubles the 
Soviets spend in  their defense budget fades into ins ignif­
icance compared to the above qual itative measures .  
Secretary Weinberger's defense budget fai l s  to respond 
to th i s  more pro found Soviet chal lenge. Even i f  the  
secretary decides to spend more in  absolute amounts 
than the Soviets, it  w i l l  not improve American defense 
margins one iota .  A bow-and-arrow army may outspend 
its r ifle-equipped rival by three-to-one and more, with­
out ever getting closer to match. 

We shal l  be threatened with exactly this sort of  
situation if  the Soviet Un ion br ings to a successfu l  
conclusion i t s  Eleventh Five Year  P lan and i f  Paul 
Volcker, David Stockman and Caspar Weinberger suc­
ceed in carrying out their stated economic and defen se 
objectives . The Volcker-Stockman economic pol icy, 
projected into 1 984,  provides for further drastic reduc­
tion in  industrial and infrastructural capacities be/ow 

EIR M arch 24, 1 98 1  

existing levels. Chairman Volcker i s  projecting an in­
crease of  unemployment by an addit ional  I mi l l ion by 
the end of  this year , together with a decline of our GNP 
by  1 . 5 percent .  Given the  i nterest rates s ince October 
1 979,  there i s  a net dis i nvestment going on  during the 
latter half o f  1 980 and in to 1 98 1 .  Science programs are 
being systematical ly cut ,  inc luding the fusion energy 
program and NASA . One particularly vicious twist in 
Stockman ' s  budget cutting was the e l iminat ion of that 
component of the NASA budget which had once been 
a l located for the purpose of  faci l i tat ing the transfer into 
private i ndustry of  those new technologies developed 
within NASA programs .  

Over a year ago ,  Lyndon LaRouche, th i s  publ ica­
t ion ' s  chairman and founder, wrote a book with the t i t le 
Will The Soviets Rule In the 1 9805? 

I f  one views the Volcker-Stockm an-Weinberger pol­
icy against  the background of  the j ust-concluded Soviet 
Party Congress, one wonders i f  that question has al­
ready been answered i n  the affirmative. I t  m ay have and 
i t  may have not . One th ing i s  for sure :  i f  the Volcker­
Stockman-Weinberger pol ic ies are imp lemented during 
1 98 1 - 82 ,  they wi l l  b urden the Un i ted States with j ust 
such qua l i tative disadvantages, whose character may be 
i rrevers ib le for a long t ime to come . 

A series of 
EIR Seminars 
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Billion Neighbor 
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Sunday. March 22 2:00 p . m .  
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Dr. Agustin del Rio, Director of 
Economic Studies, Vitro 

Contact: Donna Benton (7 13)  972- 1 7 14 

In California: 

Thursday, April 1 6  2 :00 p . m .  
Speaker: Dennis Small, 

Latin America Editor, EIR 

Contact: Theodore Andromidas (2 1 3) 383-29 12 
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The 2 6th Party Congress 

Nuclear energy and manpower: 
keys to new U.S.S.R. policy 
by Rachel Douglas 

If West German mi l itary officials are right  to say that a 
growing economy is the best measure of  a nation ' s  
defenses, then the  mos t  important strategic decis ion of  
the  26th Comm unist Party Congress o f  the  Soviet Un ion ,  
held in M oscow in  l a te  February, has  been largely ig­
nored in  the West . Whi le  American industry wavers 
between "sunset" and "sunrise" and questions whether 
i t  has a future at a l l ,  the Soviets have adopted an econom­
ic strategy based on "an infin itely developing n uclear 
power industry . "  

The  Soviets have decided that n uclear-powered, high­
technology industry i s  indispensable for economic health 
and defense. Implementation of the result ing pol icies wi l l  
guarantee that the  U . S . S . R .  remains a superpower i n  the  
decades ahead . 

President Leonid  Brezhnev and Prime Minister Niko­

la i  Tikhonov gave the party congress the core of a 
development plan for 1 98 1 - 1 990, which wi l l  determine 
the remainder of the century. Its main theme i s  raising 
labor productivity .  

I ncreased per  capita energy throughput i n  the  econ­
omy, industrial ization of agriculture by creation of  farm­
factory administrative units or  "agro- industri a l  com­
plexes," a possibly temporary sh ift to s l ightly higher 
rates of  growth for consumer industries than for the 
producer goods sector-these are the Soviet measures to 
offset an expected dip in  the n umber of young people 
entering the work force during the 1 980s, due to the 
ripple effect of World War I I .  

There are two keys t o  labor productivity i n  the Soviet 
p lan :  technology and the l iving standard . 

The attempt to stabi l ize and then raise the Soviet 
l iving standard means that for the first t ime the Five 
Year Plan is to result  in a consumer goods growth rate 
(27-29 percent) exceeding that of producer goods (26-28 
percent) . For high-technology industrial growth ,  Brezh­
nev proposed "a regrouping of  scientific forces , "  whi le 
Tikhonov emphasized the improvement of scientific re­
search and development for economic applications .  

The result of th i s  combined approach, T ikhonov pro­
jected, should be a rise in  labor productivity of 1 7-20 
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percent during 1 98 1 -8 5 ,  accounting for "no less than 85-
90 percent of the growth of nat iona l  income. " 

Energy : nuclear power and Siberia 
The pivot of the Sovet economic strategy is its 

energy program,  which, Tikhonov stressed, i s  under 
Brezhnev's persona l  supervi s ion .  I t  i s  the only advanced 
sector energy pol icy ,  besides that of France, in which 
nuclear power i s  without question the main factor for 
growth .  

A l ready in  the 1 98 1 -8 5  period,  nuclear and hydro­
electric power wi l l  provide over 70 percent of the 23 
percent p lanned increase i n  e lectricity production for 
the entire U . S . S . R . ,  and 1 00 percent o f  that increase for 
the populous industrial areas of European Russ ia .  

I n  an article pub l ished on the eve of  the party 
congress excerpted below, Academy of Sciences Presi­
dent and party Central Committee member A. P .  A lek ­
sandrov described the  energy program as a phased 
structural  improvement of the power industry aimed at 
creating an " infin itely developing nuclear power in­
dustry . " 

In  the first stage, the Soviet Union wi l l  reduce 
domestic use of o i l  for power generation .  Today o i l  i s  
burned to generate one-half of  Russ ia ' s  e lectricity, but 
by the year 20 1 0  it w i l l  be phased out and used only as 
a raw materia l  for the petrochemicals i ndustry . 

To compensate, the Soviets p lan a sharp increase in  
the i r  very successfu l  natura l  gas  extraction industry, 
centered in  the abundant fie lds of the West Siberia 
growth region ,  and a recovery in  the coal min ing 
industry . The radical change in  the structure of  foss i l  
fuel production appears in the five-year growth per­
centages: 

Oil Gas Coal 

1 966-70 45 54 8 

1 97 1 - 75 3 9  4 6  1 2  

1 976-80 23  4 1  2 

1 98 1 -85 3-7 35-47 7- 1 2  
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One oi l -replacing technology mentioned by Alek­
sandrov is unique to the Soviet  Union : use of n uclear 
power plants for heat production on ly or for jo in t  
production of heat  and electricity. Either version  can 
replace combustion of petroleum for urban heating 
purposes, one of its least efficient uses . 

Aleksandrov stressed that the U . S . S . R .  wi l l  be able 
to remain a net exporter of o i l  to Eastern Europe and 
"certain other countries" for at least 30 years, and 
longer i f  specia l  extraction techno logies are  employed . 

But the planned increase in Soviet power production 
wi l l  come entirely from coal ,  with the appl ication  of 
advanced technologies l ike magnetohydrodynamics 
( M H O), hydroelectric and nuclear sources . 

I n  the 1 1 th Five-Year Plan ( 1 98 1 -85 ) ,  the Soviets 
wil l receive the fi rst ret urn on one of  the major  invest­
ments of this century: the gigantic Atommash plant  i n  
Volgodonsk ,  which is the world 's  fi rst "assembly l ine" 
for nuclear reactors .  Under construction s ince 1 972 ,  
Atommash is a year beh ind schedu le, but nevertheless 
wil l  complete its first reactor late this year or  early i n  
1 982 a n d  subsequently turn o u t  eight o f  i t s  1 ,000-
megawatt units each year. By 1 985 ,  the contr ibution of 
nuclear power to electricity production in the Soviet 
Union wil l be 1 4  percent ( 1 975 :  2 . 5  percent ;  1 980: 5 
percent; 1 990: approximately 20 percent) . 

The next stage of nuclear power development out­
l ined by A leksandrov wi l l  be to bui ld more fast breeder 
nuclear reactors (the U . S . S . R .  has two i n  operation 
already; the U . S .  has  none) ,  which produce more fuel 
than they burn,  and to create fiss ion-fus ion hybrid 
reactors with a faster rate of producing p luton ium . 

I n  para l le l ,  the Soviets' thermonuclear fus ion power 
R&D program will be in tens ified-with cri t ical impact 
on defense technologies as well as the future economy­
even as America 's  i s  on the chopping block . 

Science and industry 
A flaw which could retard Soviet scient ific and 

economic progress was evident in  several reports at the 
party congress :  a pragmatic demand that science be 
exclusively the handmaiden of industry . In the past ,  
leadership demands fo r the proven practical ity of any 
scient ific research project have put a cr imp in Soviet 
work at the frontiers of knowledge . 

In the current state of the Soviet economy, such 
l imitations could prove very damaging . 

The watchword of Moscow' s technology po l icy is  
"efficiency," and the urgency with which this  word was 
pronounced from the party congress podium by Brezh­
nev , Tikhonov, and every local l eader or  industry 
minister who spoke, was obvious .  The reason i s  that the 
past five years saw Russian industrial output slip from 
a five-year growth rate of 36  percent in 1 97 1 -7 5  down to 
24 percent in  1 976-80, a decl ine  registered even more 
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sharply i n  key industry sectors l ike  steel ( from 2 1  
percent down to 5 percent ,  with an absolute decl ine  i n  
output s ince 1 978 )  and cement ( from 28  percent down 
to 2 . 5  percent,  a lso with a peak i n  1 978 ) .  

I n  the same period ,  capital investment exceeded i ts 
p lanned growth rate of 26 percent and increased by 29 
percent-not because the Soviet Union comm issioned 
more new plants than i ntended, but  because so many 
projects were not fi n ished .  The gargantuan but ineffi­
cient Soviet construction industry was devouring invest­
ments without a return . 

I n  the next five years , the Soviets wi l l  attempt to 
s lash capital investment to the 1 2- 1 5  percent rate for the 
entire half-decade . As  Tikhonov warned the industry 
offic ia ls  and p lant  managers among the congress dele­
gates, "We have to achieve the planned growth i n  
nat ional  i ncome in th i s  fi ve-year p l an  w i th  a growth of 
capital  investments that i s  less ,  in  absol ute and i n  
re lative term s ,  than  in the  previous five years ," and  
demanded "decisive struggle against  the  diss ipation of  
capital investments . "  

Part o f  t h e  attempted so lut ion w i l l  b e  t o  concentrate 
investments on "reconstruction  and technological re­
equipping of exist ing faci l i t ies, " which Tikhonov said 
paid for themselves three times as fast as new construc­
tion d id .  

Relying on such techno logy investment pol icies to  
raise productivity can on ly  be a short-term solut ion,  
unless there i s  a re-acceleration of heavy industry 
growth .  If there is not, or i f  the elevation of the 
consumer goods sector growth rate above that of pro­
ducer goods becom es permanent ,  the Soviet program 
wil l fa lter .  

The Soviet p lanners and party officia l s  who argue 
otherwise, often the same people who castigate Soviet 
scientists for insufficient practica l ity, are fol lowing in 

Special Report 3 1  



the footsteps of N icolai Bukhar in ,  the Russian repre­
sentative of the Brit ish schoo l of M arxist economics 
whose defeat by Stal in in the 1 920s had to precede the 
huge in dustria l ization effort of  the 1 930s . To refute the 
need for heavy industry in Russia, Bukharin in 1 928  
a l ready claimed that  the  exist ing advances in  science 
and technology could substitute for efficiency increases 
in  further industria l  expansion .  

There are indications ,  however, that the high-tech­
nology direction of M oscow's new five-year p lan has 
opened the door fo r certa in Soviet economists with a 
superior conception of science. 

On Feb . 2 1 .  the Central Committee economic dai ly 
Sotsiali.l'ticheskaya lndustrim carried an art ic le arguing 
that a "new, capital - intensive type of social ist  expanded 
reproduction" was on the agenda .  The author, Prof. V .  
Lebedev , i s  known for a groundbreak ing August 1 980 
article in  Pravda (see El R, Sept . 2, 1 980) , where he 
in si s ted that discussion of  the role of science and 
technology in  the economy must  focus on what he 
termed "the fundamental achievements of science . "  The 
developments that count, Lebedev said ,  are those that 
create a new d imension for the economy,  one not 
predictable by plan ners work ing within an exist ing 
techno logy structure. 

A t that t ime, Lebedev offered a novel defin i tion of 
such breakthroughs as "intel lectual  credit" extended to 
all the industrial min i stries and firms in  the Soviet 
Union and called them "the most important part of the 
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The world's first nuclear­
po wered icebreaker, produced 
by the Soviets in 1 958 and 
dubbed the Leni n .  

inte l lectual  wealth of  t he  entire society . "  I t  appears that 
the Soviet leaders are incl ined to adopt th is scientific 
"credit po l icy" for the rest of  the century.  

When Academician Aleksandrov addressed the par­
ty congress, the first words out of his mouth were "basic 
research . "  He  submitted that " i t  i s  precisely fundamen­
tal achievements that lead to the most s ignificant trans­
formations in technology and open up new areas of 
human activity . "  

I n  Tikhonov' s  report on the 1 1 th Five Year Plan ,  

another of Lebedev' s proposals appeared : the creat ion 
of "scient ific  production associations . "  This app l ies not 
merely to the R&D department of  a s ingle p lant  or 
industry, but  to the formation of l arge research centers 
for areas of  potent ia l  breakthroughs :  a "nuclear tech­
no logy center" and a "biosynthesis center" were sug­
gested by Lebedev i n  August . 

With East-West trade, or without? 
Tikhonov's report formal ly endorsed "stable ,  mu­

tual ly beneficial t ies  with the capita l i s t  countries , "  in­
c luding i n  economic relations .  Soviet newspapers tel l 
how the new five-year plan is i n  the hands of  French 
and West German businessmen , under study with an 
eye toward new joint projects and trade . 

But the Soviets are also studying how they would 
adjust to reduced imports from the West . 

Academician V .  Koptyug, who heads the unique 
science and p lann ing center in  Novos ib irsk ,  the Si berian 
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branch of the Academy of Sciences, recent ly told the 
West German business paper Handelsblat t  that the 
promise of Western investment i n  Siberia had not been 
real ized . American participat ion had all but evaporated , 
while the West German and Japanese roles had shrunk 
to one or  two large projects . Therefore, said K optyug, 
Siberian scien tists were projecting alternate develop­
ment plans for implementation without Western tech­
nology . 

The effect of the American trade embargo and 
overal l  contraction of East-West  trade has been to spur 
the Soviet quest for efficiency-creating i nnovations .  

The American grai n embargo , a l though the  Rus­
sians made up most of the margin with purchases 
el sewhere, helped inspire a Soviet decis ion to loosen 
private farming regulat ions early this year . As  a resu l t ,  
the Soviets avoided a repeat of the mass s laughter of 
l ivestock that occurred after the 1 975  crop disaster .  The 
prospect of reduced gra in imports also prompted M os­
cow to stress the "agro- industrial complex" model even 
more than intended at first ,  meaning that the embargo 
has accelerated the mechanization of Soviet agricu lture . 

Brezhnev called for corresponding efforts in other 
areas of  techno logy, demanding study of "why we at 
times . . .  spend a great deal of  money buying from 
abroad the kind of equipment and techno logy which we 
are quite capable of  producing ourselves , and often with 
higher qual i ty ."  This inspired Electron ics Industry M in­
i ster A. I .  Shokin to read to the party congress from the 
American Electronics magazine:  " I ts  techno logical base 
and the qual ifications of  its technic ians enable the 
Soviet Union to produce i ntegrated circuits  of  a lmost 
the same qual i ty as the Un ited States . . . .  The circuits 
we were given probably do not reflect the Soviet 
Union 's  top technical standard . . . .  The in tegrated cir­
cuits i n  use in  the U . S . S . R .  for i ts  own needs may be 
technical ly more sophist icated . "  Shokin commented 
that he had "no grounds for denying these conclu­
sions ."  

The  Soviets '  girding to proceed without East-West 
trade reflects their dim evaluation of the i nternat ional  
s i tuat ion as wel l as their  concern for their own economy.  
They are responding not only to pol it ical s igna ls  but to 
Western economic col lapse .  

A significant policy tendency i n  the U . S . S . R .  sti l l  
welcomes Western decl ine and seeks further in ternation­
al destabi l ization on the principle that what 's  bad for 
the United States is good for Russ ia .  

Others, inc luding some leading l ights of  the 26th 
Party Congress, th ink otherwise. Not  long after the 
incident at Three Mi le  I s land,  Academ ician  A leksan­
drov said he hoped the Uni ted States would pursue a 
vigorous nuclear power program because the absence 
of such an American strength would increase the danger 
of world war. 
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Dr. Aleksandrov 
outlines the Soviet 
growth program 
In an article called " Energy Prospects . "  carried in the 

daily Izvestia on Feb. 2 1 . physicist A .  P. A leksandrov 

outlined the shifting Soviet energy structure for the rest of 

the century. A leksandrov is president of the U. S. S. R .  

A cademy of Sciences and a member of the party Central 

Committee. The following excerpts from his article were 

translated by the Foreign Broadcast Information Service. 

The very complex task of supplying our  huge, rapidly 
developing national economy with energy must be re­
solved rel iab ly and with a long-term view . It i s  not 
poss ible to reso lve this  task by tradit ional  methods-that 
is, by increasing the extract ion of oil ,  gas,  and coal . I t  is 
necessary to substant ia l ly change the structure of their 
consumption and to make wide use of nontradit ional 
energy resources . 

The point  is that i n  th is  century the growth o f  the 
power industry in  al l  i ndustr ia l ly developed countries 
and here in  the U . S . S . R .  has taken p lace on the basis of  a 
sharp rel at ive increase in the extract ion and consumption 
of  oi l  and ,  in part .  of natural  gas and a re lat ive fal l  in  the 
proportion of coa l .  O i l  now acco unts for about 50 per­
cent of the country' s fuel and energy balance, whi le  coal 
acco unts for only about 25  percent .  . . .  

The l imi ted nature o f  reserves of o i l  in  large-scale 
deposits now being exp lo i ted and the tendency for the 
cost o f  this o i l  to increase make i t  necessary, i n  examining 
long-term prospects for the power ind ustry, to change i t s  
st ructure in  such a way as  to substant ia l ly  increase the 
relative proport ion of coal in  the fuel and energy balance, 
to approx imately maintain the proportion of natural  gas ,  
to substant ia l ly reduce the proportion of  o i l  fo r fuel and 
in  the late 20th century to go over to using oi l  main ly  as 
a feedstock materia l  for the chemical and m icrobio logi­
cal industries .  

The ent ire shortfa l l  in the fuel  and energy balance 
must be covered . . .  by substant ia l ly extending the pro­
port ion of  nuclear power, using thermal neutron and fast 
breeder reactors and, in the future, thermon uclear 
power . . . .  

Natural ly ,  it wi l l  a lso be necessary to expand the 
uti l izat ion of  other types of energy resources-solar ,  
geotherma l ,  water and wind power-but i t  i s  probable 
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that even in the long term a l l  of them wi l l  acco unt for not 
more than 5 percent of  the country ' s  fuel and energy 
balance .  They wi l l  not be considered in th is  article, 
although their local sign i ficance-particularly i n  south­
ern regions of  the U . S . S . R .-wi l l  be relatively great. 

At present oil is  the most universal energy source. 
Petroleum and petroleum products are used in  all the 
main spheres of  consumption . Therefore it  w i l l  be neces­
sary in the future to oust oil and petroleum products 
from all the main spheres of consumption of  energy 
resources, using coal and nuclear power in stead .  

NUCLEAR HEATING 
In many cases , however, the d irect uti l ization  of  coal 

or nuclear power i s  impossible or unsuitable,  as in  avia­
t ion, for instance. In these cases it i s  necessary to obtain 
suitable secondary energy sources . Let us take a look at 
how this can be done .  

I t  i s  easiest of  a l l  to reso lve the task of  obta in ing low 
potential heat for heat supply i n  c i t ies .  I n  today' s reactors 
at nuclear power stations ,  the primary energy released by 
the chain-react ion of spl i tt ing atomic n uclei i s  converted 
into heat for heating the fuel  elements contain ing the 
fissionable uranium .  This heat is  transferred by the water 
in  the primary system, which i s  pumped through the 
reactor  and either yields steam di rectly-the steam then 
goes to the turbogenerator-or, i n  a steam generator, 
heats the water in the secondary system , which provides 
the steam sent to the turbogenerator .  

I t  i s  possib le to separate off some of the steam with 
suitable parameters from the turbine and channel i t  into 
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A n atomic desalination plant in 
Kazakhistan: applying nuclear 
po wer 's development potential. 

heat exchange uni ts in the heat supply network . This is  
the pr inciple of  the nuclear thermal  power station 
(ATETs), which generates both heat and electric ity .  

I t  i s  poss ible i n  general to channel  hot water from the 
pr imary system not into the turbogenerator, but into a 
heat exchanger i n  an intermediate system.  The hot water 
in  the i ntermediate system i s  pumped through the heat 
exchangers of  the heat supply network . This i s  the prin­
ciple of  nuclear heat supply station (AST) . I t  should be 
noted that our specia l i sts carried out this development 
on A. N. Kosygin ' s  i n it iat ive. Both the first and the 
second so lut ions are economical  and technical ly feas ib le 
and wi l l  be implemented during the next fi ve-year plan . 

I n  view of  the fact that approximately 50 percent 
more pr imary energy sources are ut i l ized in  producing 
low potent ia l  heat than i n  producing electricity, this 
sphere of  appl ication of  nuclear power wil l  be of very 
great s ignificance as regards savings in the next 10 years . 
Thus the ut i l izat ion of ASTs and ATETs fu l ly so lves the 
problem of  ousting petroleum products from the sphere 
of product ion of low potent ia l  heat. 

I t  is considerably more d i fficult to find  a way of 
replacing the l ight petroleum products which are burned 
in  engines .  Back i n  the t ime of  World War I ,  however, 
Germany used products s imi lar  to gaso l ine which were 
obtained by dist i l l ing volat i le l ignite products .  This  pro­
cess has been known for a long t ime-at the end of the 
last cen tury that i s  how " l ighting gas" for i l l uminating 
cit ies was obta ined .  Today in  a n umber of  countries, 
inc lud ing our own , a substantia l  further improvement in 
the process i s  under way: new catalysts and techniques 
make it poss ible to process coal at substantia l ly  lower 
temperatures and pressures and increase the yield of 
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usefu l  l iquid products . Obviously the conti nuing i ncrease 
in prices for petroleum products w i l l  make synthetic 
gasol ine and motor fuels competitive i n  comparison with 
l ight petro leum products in  the next five years . The 
commercial production of  synthetic motor fuels w i l l ,  i t  
seems,  be organized in  our  country i n  the regions of  
major  coalfields during the  l i th and 1 2th  F ive  Year 
Plans [ l 98 1 - 1 990-ed . ]  Natural ly, the power for these 
processes wil l  be suppl ied by burning some of the coal or 
by nuclear power. 

Thus here too petroleum products can be phased out 
by chemical and technological processing of  coal and by 
its interaction with water and vapor or  hydrogen . Var­
ious types of organic waste, instead of  coal ,  could be 
converted into gaseous or l iquid fuel  i n  a s imilar  way.  

Let us move on to the ut i l ization of  energy sources in 
metal lurgy and the chemicals industry .  I t  i s  d i fficult  and 
disadvantageous to use atomic  power stat ions (AES) as 
flexib le capacities . The larger capital expenditures on 
them compared with conventiona l  power stations and 
the smal l  fuel component in  the cost  of  e lectricity mean 
that i t  i s  economica l ly expedient to use them on a per­
manent, "base" load system . M oreover, in termittent 
load systems inevitably reduce the rel iable l i fe of  AES 
because o f  metal fatigue phenomena under an in termit­
tent load .  

This applies to a sti l l  greater degree to AES using fast 
breeder reactors, s ince i n  addit ion to the points noted 
above, operation at reduced capacities w i l l  lead to under­
production of secondary nuclear fue l ;  that is, i t  w i l l  
destroy the  main purpose of the  reactor as a breeder of  
n uclear fuel . 

These circumstances could restrict the relative 
"weight" of nuclear p lants i n  energy systems,  which i s  
extremely undesirable .  

There i s  only one way to avo id  such restrictions-the 
use of some kind of low-inertia energy storage system , 
for instance, the use of  hydraul ic accumulators or the 
production of some kind of  energy source or  end prod­
uct . For instance, the production of  hydrogen on the 
downward curve of the graph of the load of an energy 
system , by channeling surplus  energy from an A ES into 
the production of  hydrogen from water,  constitutes a 
possible form of storage. This  hydrogen , burned i n  a gas 
turbine, can be used to cover peak loads . I t  can be used in 
metal lurgy for heating and as a reducing agent for oxide 
ores. It can also be used i n  obtaining ammonia or in  
other chemical production techniques, or  fina l ly ,  i n  the 
power-engineering processi ng of coal in order to obtain 
synthetic hydrocarbons . Processes o f  this  kind are being 
developed, and it i s  a lready clear in  principle that they 
could  be very usefu l ,  s ince, in  addit ion to yielding neces­
sary products, they eliminate an important shortcoming 
of  nuclear power engineering-the disadvantages of  us­
ing it in  flexible systems .  
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The reasoning can be appl ied to the use o f  nuclear 
power to phase petroleum products and natural gas out 
from meta l lurgy and the chemical i ndustry. By using 
e lectrochemical and plasma technologies and by ut i l izing 
selective methods of  excitat ion of the necessary energy 
levels in molecules and atoms, i t  i s  poss ible to combine 
several chemical processes with the use of  n uclear power .  
This potent ia l  wi l l  be extended when h igh-temperature 
reactors ,  which are now at the development stage, come 
into use .  

30-YEAR OIL PHASEOUT 

Thus ,  we can see that the use of coal and nuclear 
power, taking into account the poss ib i l ity of  producing 
secondary energy sources, can cover a l l  spheres of con­
s umption of  pr imary energy sources . Of course, this 
requ i res la rge-scale research and development o f  eco­
nomical ly feas ib le techniques .  That i s  why the assimi la­
t ion of this process wil l  probably be gradually extended, 
even after the end of our century. However, i t  i s  extremely 
important that no "power i mpasse' threatens us. I t  is, of 
course, clear that such a restructuring wi l l  take a long 
t ime-approximately 30 years . Wi l l  traditional  energy 
resources be enough over that t ime for the rate of growth 
in  the power i ndustry which our country needs? And,  
moreover, i s  it poss ib le  to create a structure for the 
n uclear power industry which wi l l  enab le  i t  to be used 
virtually indefinite ly fro m  the viewpoint of  resources and 
environmental po l lution? 

We should first of  al l  dwe l l  on oi l .  Does our  country 
have sufficient oil resources to supply all our needs and a 
suitable volume of o i l  exports to the socia l i st community 
countries and certain other countries over the period of 
change in  the structure of  energy consumption-that i s ,  
for approximately 30 years? Wi l l  these resources supply 
oi l  for long-term ut i lization-for many decades-in 
those spheres of  consumption where i t  proves i rreplace­
able? " Predictions" are often made in the foreign press 
to the effect that in  1 0  years' time the Soviet Union wi l l  
be forced to purchase o i l  abroad .  These reports have on ly  
one a im-the desire to cast doubt  on the stabi lity of our 
country ' s  economy.  In  rea l i ty our country has sufficient 
oil and gas reso urces not only to satisfy domestic needs, 
but also to continue energy exports on a usefu l  scale .  

At the same t ime, i t  must be said that we are not 
exploiting our  o i l  resources economical ly enough at 
present; i n  a number of  areas of u se, we use up consider­
ably more o i l  than necessary. And we are not yet extract­
ing oil ful ly  enough from the deposits being worked . We 
m ust make considerably wider use of  methods which 
i ncrease the level of recovery of o i l .  Here i t  i s  necessary 
to create a pricing system that makes addit ional o i l  
recovery us ing  intensive extraction  methods profitable .  
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A second m ajor  reserve i s  to increase the recovery of  
condensate when exp loit ing the gasfie lds .  Thus,  for in ­
stance, i n  U rengoy, on Yamal  I sland ,  and in  the  Caspian 
Depression ,  i t  i s  poss ible to extract a s ignificant quantity 
of condensate from great depths, and this  must be done.  
A major  reserve for saving o i l  i s  the poss ib i l i ty of  refi n i ng 
it more thoroughly into l ight petro leum products; th is  
modernization must be carried out i n  the 1 1 th and 1 2th 
Five-Year Plan periods i n  genera l .  The implementation 
of  these measures and the substitution  of  coal ,  gas ,  and 
nuclear power for oi l  used for fixed energy supply are the 
next stages i n  restructuri ng the fuel  and energy complex.  

I t  should be added that our  country st i l l  has consid­
erable areas which are promis ing for o i l  and gas . . . .  I n  
this connection ,  i t  must b e  mentioned that scientific  
studies by physicists ,  geologists ,  and i nstrument-makers 
have led i n  recent years to a s ignificant increase i n  the 
efficiency of  geophysical prospect ing methods .  It  i s  evi­
dently expedient to carry out a geophysical survey of 
l ikely oi l - and gas-bearing regions i n  the European part 
of  the country and in western and eastern Siberia, as wel l 
as at a n umber of  places on the ocean shelves. This  w i l l  
result  i n  a great saving on exploratory dri l l i ng opera­
t ions .  

Of course ,  we m ust d irect cons iderable attent ion to 
stepping up the use of  other types of fuel-bituminous 
shales ,  for instance-in the power industry (and power 
and chemical industry) . 

Although their caloric value i s  low,  an Eston ian  
col lective of power engineers has developed methods for 
the steady, ful l  combust ion of these shales .  This  experi­
ence should be extended to other major  shale reg ions­
in Kazakhstan ,  the Volga area and the U k raine .  It i s  
particul arly important that  the h igh ly s tab le  combust ion 
of shale powder g ives rise to hopes for the poss ib le 
creation  of  power stat ions with i ncreased flex ib i l i ty .  

A substantial contribut ion can also be made to the 
power i ndustry by using waste heat as wel l  as organic  
waste from cities, i ndustry, and agriculture. For in stance, 
urban organic waste cou ld supply more than 10 percent 
of  the city ' s  heat requirements and waste from l ivestock 
raising, when converted into methane gas by m icrobio l ­
ogical processes , could fu l ly supply heat requirements in  
the sector .  

Wi th  oi l-saving measures and  more efficient ut i l iza­
t ion of o i l ,  and taking other resources into account ,  it 
will be possible to extend the time taken to restructure 
the fuel and energy complex to 40 to 50 years, which wi l l  
appreciably lessen the  stra in  i n  the  trans i t ion period .  

However, even th i s  longer period of change i n  the 
structure of the power in dustry cannot a l low a postpone­
ment of  the commencement of  work on  creati ng a nuclear 
power industry suitable for the long term and on devel­
oping the means of  using such energy in al l  spheres of 
consumption of tradit ional  energy so urces .  
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POWER WITHOUT LIMITS 

The point  is that the power industry has a high degree 
of inertia-its highly capita l - intensive and materials­
in tens ive n ature as wel l  as the length of  t ime taken to 
develop new, economica l ly  acceptable techn iques make 
i t  necessary to beg in  the development of  a l l  aspects of the 
new energy structure now.  The main  task i s  to create a 
n uclear power i ndustry structure such that the i ndustry 
w i l l  be suppl ied with fuel  i ndefinitely . The thermal neu­
tron reactors now being used can ut i l ize about I percent 
of the raw uran ium . And they cannot provide for the 
nuclear power industry in the long term . Science has 
found a radical method-it i s  poss ib le to create fast 
breeder reactors which make i t  poss ib le to uti l ize urani­
um reserves more ful ly .  

Commercia l  reactors of  th is  type have been created i n  
ou r  country . One  of them , t he  BN-350, ha s  been i n  
operation  for a long t ime,  and  the  BN-600 was  started up 
in 1 980 .  There is  sti l l  complex work ahead, however, on 
increasing  the speed of production of p luton ium and its 
return to the fuel cycle, s ince on ly then wi l l  i t  be possible 
to move toward a n uclear power industry provid ing itself 
with fuel fo r an un l imited t ime and developing at the 
pace the coilntry needs . 

The possib i l ity i s  not excluded that it wi l l  be d ifficult 
to ensure the necessary rate of  growth in  the power 
industry i n  the distant future by producing p lutonium i n  
fast breeder reactors a n d  through t h e  extract ion of  natu­
ral uranium .  I n  this event science i s  a lso preparing a 
solution :  the merging of the nuclei  of l ight elements­
thermonuclear fus ion-is accompanied by the release of  
neutrons .  Some of  them could be captured by uranium-
238  to yie ld pluton ium . 

The poss ib le speed of product ion of  p lutonium i n  
these hybrid fiss ion-fus ion reactors i s  very great and  wi l l  
ensure any necessary rate o f  development of  the nuclear 
power industry . As  yet there are no  such reactors,  but 
they wil l  be created by the end of  the century . They wi l l  
most l ike ly be created sooner  than pure fus ion reactors .  
Therefore, i n  a couple of  centuries '  t ime, when the coal 
shortage beg ins  to make itself fel t ,  n uclear power of  al l  
kinds wil l  be able to supply al l  spheres of energy con­
sumption for an i ndefi n ite period .  Thus the structure of  
the  i nfin itely developing n uclear power  industry wi l l  be  
as fo l lows :  therma l  neutron reactors w i l l  be jo ined by fast 
breeder reactors ,  and they m ay be joined by hybrid 
reactors .  In para l le l ,  l a rge capacity fus ion reactors wi l l  
be created . 

Thus the future development of the power industry 
wi l l  not be restricted by a shortage of  energy resources if 
the appropriate reorganization  of its structure i s  carried 
out in  good t ime .  This i s  enti rely real i stic in our country. 
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The new Soviet 
Central Committee 
and Politburo 
The 26th Soviet Communist Party Congress made no 
changes in  the 1 4-member ru l ing Politburo or its 8 
alternate members, despite the high average age of the 
ful l  members: 70 years . But advances by career associates 
and even fami ly members of  General Secretary Leonid 
Brezhnev, below the Politburo level ,  demonstrated the 
control Brezhnev contin ues to exert over the party . 

The Po litburo is the executive of  the larger nat ional  
party leadership group, the Central  Committee (cq . 
Future Politburo members wi l l  most probably be drawn 
from the Central Committee . The turnover i n  the CC, 
which went up to 3 1 9  members from 256 ,  reflects pol icy 
priorities associated with the new members' jobs .  

Brezhnev's foreign pol icy aide, A .  Aleksandrov­
Agentov, was promoted to ful l  member of  the Cc. Two 
more of his  personal aides,  A . 1 .  Blatov and V. 1 .  Gol ikov ,  
became CC alternates, as did h i s  doctor .  

Yuri  Brezhnev, the First Deputy Foreign Trade Min­
ister and son of  the general secretary , jo ined the CC as an 
alternate. The party ch ief  in Brezhnev's home city of  
Dnepropetrovsk, vaulted to ful l  CC membership ,  one of  
a few municipal party officials on  the  cc.  

Brezhnev's ga ins  encompassed the  state security or­
ganizations as well . The on ly CC promotions among 
officers of  the KGB, the security agency whose foreign 
affairs sect ions have often sabotaged Brezhnev's foreign 
policy, were First Deputy Chairman S. K. Tsvigun and 
two deputy chairmen, G. K. Tsinev and V. M. Chebrikof, 
known as Brezhnev's watchdogs i n  the K G B .  Al l  three 
rose to fu l l  CC status .  From the In terior Min i stry (po­
l ice), First Deputy Chairman Yu .  M .  Churbanov,  Brezh­
nev 's  son- in- law, became a CC alternate. 

Industry promotions 
Eleven officials heading or  working in a nat ional  

industrial min istry came onto the CC and 12 became 
alternates, most of them taking the seat of a retired or 
deceased predecessor ,  with important exceptions .  

Not on ly  d id  Min ister of  the  Defense Industry P .  V .  
Finogenov take the  CC seat of  h i s  deceased predecessor, 
but First Deputy Defense I ndustry M in ister L .  A .  
Voronin became a ful l  member a s  wel l .  The party 
official for the defense i ndustry, CC department chief 
1 . D .  Serb in ,  died on the eve of  the party congress and 
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was immed iately repl aced as a CC alternate member by 
his deputy, 1 .  F. Dmitriyev. The CC contingent from 
Gosplan,  the state central  p lanning organizat ion ,  was 
increased by two men,  and Gosbank (state bank)  chief 
V .  S .  A l khimov became an alternate .  

Other Central Committee additions  from govern­
ment who were not merely fi l l ing a vacated seat included 
the chiefs of  vital  energy i ndustries :  the ministers of  
Power M achine Bui ld ing and of the  N atural Gas I ndus­
try, as well as the Automotive I ndustry min i ster, became 
fu l l  CC mem bers . The m in ister of  Ferti l izers, heading a 
new government divi s ion ,  is a CC alternate. 

Party apparat boosted 
The addit ion of 1 1  mi l i tary officers, among them 

two admirals  and several important m i l i tary district 
commanders (those for Central Asia and the Trans­
baika l  Distr ict near the Ch inese border, for instance) , 
maintained the mi l i tary ' s  CC representation at 7 percent 
of  the combined CC and a lternate membership . 

M ost of the promotions from regiona l  party o rgan­
izations  were to rep lace their predecessors .  The appoint­
ment of several new CC members and alternates from 
the  provincia l  and m un icipal party organizations  of  
Len ingrad, however , poi nted to  a possible growth i n  
stature for Grigori i  Romanov,  the Leningrad party 
organization  First Secretary. At 56 the second-youngest 
ful l  member of  the Pol itburo,  Romanov is bound to 
figure i n  the eventual leadership successio n .  

There w a s  also an apparent deci s ion t o  raise the 
authority of  the Central Committee ' s  own apparat, 
especia l ly the sections  dea l ing with the nat ional  econo­
my,  to increase central control o f  the economy through 
the party . There was a net gain of 1 7  CC members and 
alternaes from within the CC apparat ,  bringing this 
contingent to over 10 percent o f  the total CC member­
ship . Among those promoted were n ine department 
chiefs and deputy chiefs who had served s ince the 1 960s 
without CC status ,  inc luding officials from the depart­
ments of  construct ion ,  transport and communications ,  
heavy industry, and other  departments .  

IMEM O ,  International Section 
Despite the asserti on  of B rezhnev's control over the 

congress and over policy, the source of the destabi l iza­
tion track of Soviet foreign pol icy remains well-en­
sconced in  the Central  Committee . V. V. Zagladin and 
G.  1 .  Chernyayev, subordinates of  CC Secretary Boris 
Ponomarev i n  the CC I nternational  Department for 
relat ions  with communists in the West and the Third 
World,  rose to ful l  CC membersh ip .  So did think­
tankers G. A. Arbatov and N. N. I nozemtsev, who 
respectively heat:! the U . S .A .-Canada I n st itute and the 
I nstitute for World Economy and In ternational  Rela­
tions ( I M EMO) .  
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Washington plays with 
Asian insurgencies 
by Daniel Sneider 

I s  the Reagan administrat ion contemplating backing a 
wave of K i ss inger-style insurgencies i n  Asia ,  i ndeed 
throughout the Third World? This question was raised 
when CIA Director Wi l l iam Casey flew into Tokyo on 
March 7 for a semisecret vis i t ,  his presence only revealed 
when he met with Japanese Prime M in ister Zenko Suzuki  
two days l ater . 

According to informed sources i n  Washington,  Casey 
was chairing a meeting of  agency station  chiefs from the 
East Asian region,  chiefly to assess both the turbulent 
situation i n  China and a proposal to back an anti-V iet­
namese Cambodian insurgent "united front" under the 
nominal  leadership of former Prince Sihanouk .  

Whi l e  Casey was i n  Japan ,  the  Reagan administra­
tion began to issue signals that they were considering a 
Brit ish-sponsored plan to step up mi l itary a id to the 
Afghan rebels and to the Pakistani  m i l i tary dictatorship 
of General Zia U l -Haq, which backs the rebels .  The more 
than week-old h ij acking of a Pakistani Air l ines plane by 
persons claiming to represent anti-Zia activists i s  being 
bui lt  up,  accompanied by the usual  charges of  Soviet 
i nvolvement, as a cause ceU:bre to help j ustify moves on 
the  Pakistan-Afghan front .  

Not unconnected are reports from Washington of  
efforts to  revive U .S .  mi l i tary and pol i t ical  backing for 
South African-backed UNITA insurgents i n  Angola .  

A closer analys is  of  these developments,  particularly 
i n  l ight of the defense budget j ust announced by the 
administration ,  lends credibi l i ty to the idea that a Third 
World pol icy based on backing local war/ insurgency 
operations against the Soviet Union and Soviet- l inked 
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regimes i n  the Third World i s  being formulated . The 
defense budget (see Economics) contains almost nothing 
i n  the way o f  basic research and development for new 
weapons systems ,  merely replacing some outmoded ex­
ist ing systems and concentrating on a tactical armed 
force whose purpose could on ly be deployment into 
Third World "ha lf-war" s i tuations .  

The idea that  America ' s  bas ic  scientific  and techno­
logical capacity can be al lowed, even encouraged, to 
devolve and that U . S .  nat ional security can be protected 
by a mu lt iple "rapid deployment force" was a basic 
approach o f  the previous administration .  The continua­
tion of  this pol icy under the new administration i s  sur­
pris ing to many.  However, it i s  coherent with the contin­
uation o f  the G lobal  2000 pol icy, also inherited from the 
Carter administration ,  which openly advocated the re­
duction of g lobal  populat ion levels by some 2 bi l l ion by 
the end of the century.  And i t  i s  coherent with Global  
2000's  current repackaging i n  "national security" terms,  
as reported i n  our National sect ion . 

Protecting the front-line states 
The pol icy of fostering mu lt iple war and insurgency 

situations  i n  the Third World is translated i nto geopol­
i tics i n  the context of "resource war" and a id ing "front­
line" states against  Soviet aggress ion .  

High o n  the  l i s t  o f  front- l ine  countries designated 
for stepped-up U . S .  m i l i tary and pol i tical backing are 
Pak istan and Thai land .  Pakistan has acquired this role 
due to its use as a staging ground for the Afghan rebels 
and the Soviet intervent ion in to Afghanistan . Thai land 
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is the base of operat ions for the Chinese-run Pol Pot 
Khmer Rouge insurgents who were driven out of  Kam­
puchea (Cambodia)  by the Vietnamese and the ir  Kam­
puchean a l l ies after the Khmer Rouge had murdered 3 
mi l l ion of the populat ion . 

It is interesti ng, then, that one of few bits of 
information to come out so far on the Casey vis it  was 
the report that in  his meeting with the Japanese premier, 
he had urged increased Japanese economic aid to both 
Thai land and Pa kistan . 

Japanese offic ia ls  also reported that Casey said that 
"the future of Cambodia" should be a subject of 
discuss ion when the Japanese foreign min i ster visits 
Washington later this  month .  I t  was official ly stated by 
the U . S .  embassy that Casey d iscussed China and 
Southeast A sia with both the Japanese and with U . S .  
Ambassador t o  Japan,  M ike M ansfield .  

The "future of  Cambodia" i s  an obvious code for 
the moves now afoot to revive the anti-V ietnamese 
insurgency by forming a new "united front" which 
would instal l Prince S ihanouk again as a figurehead for 
the murderous Khmer Rouge. This effort to revive the 
legit imacy of the Pol Pot regime and its m i l i tary usefu l ­
ness aga inst the Vietnamese i s  main ly Chinese-spon­
sored, but for any real  effect it wi l l  need back ing from 
the  U nited States and co untr ies i n  the  region . 

S ihanouk is presently conduct ing ta lks with Pol 
Pot's right-hand man Khieu Samphan , the "premier" 
of "Democratic Kampuchea ,"  as the deposed regime is 
sti l l  cal led.  The outcome of  those ta lks is  d ifficult to 
predict, as has been indicated in  a stream of in terviews 
issuing from Sihanouk in  North Korea, where he lives 
under the protection of  Kim II Sung. S ihanouk ' s  main 
concern is whether this "un ited front" could end up l ike 
the last  one the Chinese sponsored, which found h im a 
captive houseguest of the Pol Pot regime whi le  they 
butchered a lmost half the populat ion ,  inc luding a n um­
ber of his own fami ly .  

The State Department spokesm an,  replying to a 
question about possible U . S .  support for such a front ,  

Soviet helicopter do wned b y  Afghan tribalists. 
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to ld reporters that the admin i strat ion wi l l  make a 
j udgment after the front is formed, based on "the form" 
it  takes-meaning how deep ly the b loody hands of the 
Pol Potists are concealed-and on "the v iews of  our 
al l ies in the area ," which leaves room to use backi ng 
from Japan and pro-Peking regimes in Thai land and 
Si ngapore to just ify U . S .  support .  

Washington ' s  am bassador to Thai land, M orton 
Abramowitz ,  was reported meeting with one other 
prospective "front" partic ipant ,  former Premier Son 
San n ,  the only other major  Khmer insurgent leader not 
tied to Pol Pot, to sound out his views. 

On the Afghan front 

A much more intense, and cred ib le ,  lobbying effort 
has been mounted around the Afghan- Pakistan front .  
One product of those efforts was displayed on  A BC-TV 
on March 9 when President Reagan stated that he 
would "cons ider" arms a id to the Afghan rebels ,  whom 
he pointedly cal led "freedom fighters . "  

Whi le  the President ducked the question of Soviet 
response,  M oscow was quick to reply the fo l lowing day 
with a Pravda commentary which predictably took the 
response as proof of  Soviet (and non-Soviet) charges 
that the U n ited States has been supplying weapons a l l  
a long to an effort to " interfere" i n  the  affairs o f  
A fghanistan , an effort they say  l ed  to  the  presence o f  
Soviet forces . 

The headquarters of the Afghan rebel lobby is i n  
London ,  where they have been playing the  "Great 
Game" on the Afghan front ier for more than 200 years . 
Prime M in i ster M argaret Thatcher 's  vis it  to Washing­
ton this month reportedly had Afghanistan as one item 
on the agen da, with London pushing for a general 
mi l i tary bui ldup in the Persian Gu lf  reg ion ,  where 
Paki stan is seen as a key strong point .  The Afghan rebel 
cause serves as a basis for a strengthened mi l i tary 
a l l iance with the unpopular and unstable Zia regime i n  
Pa kistan , which w i l l  b a l k  a t  any upgrad ing of  exist ing 
weapons  suppl ies to the rebels un less Pakistan i s  guar-
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anteed some security against l i kely Soviet response .  
The London Express reported that Thatcher urged 

Reagan to convert a 1 959 executive agreement on  
mutual security between the  U . S .  and  Pakistan in to a 
formal treaty , a standing demand of the Zia regime .  
Brit ish M in ister of State for Foreign Affairs Peter 
B lacker returned recently from a vis it to Pakistan to 
declare that his government and the j unta there had a 
"s imi larity of views" on  Afghanistan, and that Britain 
was ready to provide arms to Pakistan and to help the 
rebels more " if  the U . S .  leads the way . "  

London ha s  sponsored a publ ic relations  campaign 
around this which inc luded a vis it to Washington,  j ust 
preceding Thatcher' s ,  by Afghan rebel leader Sayid 
Gai lani ,  who also stopped off i n  Saudi Arabia and 
Egypt ( the main source of weapons for the rebels) on 
the way . Gai lan i  was wined and dined around Washing­
ton, taken up to the H i l l  to impress congressmen , and 
down to the State Department for meetings with Ass is ­
tant  Secretary for Near East  and So uth Asian Affairs 
Veliotes . 

Gai lan i  was shepherded around town by "hawk" 
luminaries l i ke former Defense I ntel l igence Agency 
head Daniel  Graham and some cronies from the Amer­
ican Security Counci l .  But the real control ler of the 
show, and of Gai lani ,  i s  Lord Bethel l ,  a top man in 
British in te l l igence with experience in the region as wel l 
as a control ler of Pol ish and Soviet "d i ssident" groups .  
Gai lan i ' s  usefu lness i s  that  he styles h imse lf  a "moderate 
religious leader ,"  more urbane than the Khomein i types 
found among the rebe ls .  

H i s  a l legiances to London,  where h is  fam i ly l ives in  
what  sources describe as a "posh apartment," date back 
to h is  father, i n  the pay of  the Brit ish Secret Inte l l igence 
Service during the days of the Brit ish Raj i n  Ind ia .  

Lord  Bethel l ,  who accompanied his  Afghan friend 
on the vis i t ,  c la imed on

' 
M arch I i n  a London Times 

article written during the vis it ,  that the Reagan admin­
i stration was "quietly and s lowly . . .  moving towards 
openly supplying equipment" to the rebels .  Bethel l 
admitted that the actual  a im i s  to draw Reagan into a 
pact with General Zia ' s  regime:  " Pakistan,  o f  course," 
he wrote, " i s  the problem . . . .  That i s  why [ U . S . ]  
Ambassador Arthur H ummel h a s  been reca l led from 
Pakistan . A package, to wh ich  Saud i  Arabia wou ld  
contribute, i s  being put  together and an offer to Paki­
stan shou ld be made soon . "  

The problem of 
General Zia 

The Zia "problem" highl ights the fact that the 
emergent Third World insurgency / coun ter insurgency 
pol icy of the administration ,  and of H aig and Weinber­
ger i n  particular ,  is  not in any way a pol icy to stabi l ize 
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areas of  conflict in  the developing sector .  I n  the cases of  
both Cambodia and Pakistan-Afghanistan,  the  princi­
pa l  impact of  such po l icies i s  to heighten destabi l iza­
t ions ,  thereby creating precisely the condit ions that 
further the goal of  Globa l  2000 genocide among Third 
World populations .  

I n  the  Pakistan case, the  Zia regime is  highly 
unstable because of  its brutal and unpopular nature. I t  
came to power in  a 1 977  coup which ousted the  demo­
cratical ly  elected regime of  Prime M inister Zu lfikar  Ali 
Bhutto and then subsequent to that,  executed the pop­
ular leader . An  American decis ion to rush back ing to 
Zia ,  beyond the cons iderable support a l ready given , is 
l i kely to increase the unpopularity of  the regime and the 
turb ulence caused by its eventual  fal l .  M ost important, 
it wil l  worsen relat ions between I ndia  and Pakistan, 
generating a confl ict in which China, which i s  a l l ied to 
Pakistan ,  and the Soviet Un ion ,  which maintains friend­
ly ties to I ndia ,  could ult imately become involved.  The 
result m ay suit the depopUlat ion fanatics, but not  U .S .  
nationa l  in terest. 

The ongoing h ij acking i ncident underl ines the ar­
gument we are making . The regime, s ince early to mid­
February,  has been facing a r is ing t ide of  publ ic protest 
(see EIR , M arch 1 0) ,  spearheaded by the Pakistan 
Peop les Party, founded by Bhutto and now headed by 
his widow and daughter . The PPP is  leading a nine­
party a l l iance that covers a wide spectrum of a lmost a l l  
po l it ical parties united to end the  mi l itary regime and 
restore constitutiona l  ru le .  The a l l  too t imely ("too 
good to be true" was one Pakistani o fficia l ' s  private 
response) h ijacking has been used by the regime to 
launch a new wave of  po l it ical repression ,  with wide­
spread arrests, inc luding those of Mrs .  Bhutto , her 
daughter, and 1 20 other leaders and organizers . 

The l ine  emerging from the regime, and ult imately 
from Pakistani m i l itary i ntel l igence (whose ties to their 
British trainers are stil l fresh) ,  is to l i nk  the Bhutto 
fami ly to the terrorists ,  in particular one of  the Bhutto 
sons ,  Murtaza, who has been active in  ant iregime 
activity i n  exi le outs ide the country.  The h ij ackers c la im 
to be members of  a hitherto unknown organization  
cal led A l-Zulfikar ,  named after the  l ate premier, which 
the regime was quick to label  the "armed-struggle 
wing" of  the Pakistan Peoples Party . 

The j unta also directed a shotgun scattering of 
charges against the Karmal  regime i n  Afghanistan for 
its handl ing of the h ijacking s ituation when the p lane 
landed there .  The charges , inc luding accusat ions that 
weapons were put aboard at that t ime, were clearly 
intended to impl icate the Afghan government in  the 
incident .  More accurate are reports from Pakistani 
so urces i n  London that the hij ackers are agents provo­
cateurs run by mi l itary in tel l igence .  
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Giscard attacks 
U.K. monetarism 

by Vivian Zoakos 

French President Va lery Giscard d ' Estaing th is  week 
launched a b l i stering attack on British monetarism . 
Breaking a l l  protocol for dea l ing with the head of state 
of a fel low European Comm unity member, the French 
pres ident said the Brit ish economy-already floundering 
under James Cal laghan-has become "even worse" un­
der Prime Min i ster M argaret Thatcher' s two-year mone­
tarist rule .  

Giscard ' s  statement came in  response to a question 
about the French Socia l ist Party economic program of  
denat ional ization ,  decentral ization ,  and "free enter­
prise . "  He rep lied that i t  would be a "di saster, j ust as it 
has been in  England . "  What i s  happening in  the Un i ted 
States and Britai n ,  he contin ued, i s  the result o f  "mone­
tarist theory, a d isease that started in England . . .  an 
extraordinari ly dangerous phi losophy . "  

Giscard d i d  not identify monetarism with the Reagan 
White H ouse, saying it i s  not Reagan ' s  but Thatcher' s 
pol icy .  However, the French president d id not hesitate to 
dem and that the U .S .  Federal Reserve cease its current 
imposition of  Thatcherite monetari sm .  He  said i t  is 
" imperative" that the Fed change its pol icy .  "These 
pol icies virtual ly destroyed Great Britai n . "  

The French president ' s  statements , made over French 
televi s ion ,  are a fi rst dramatic ind ication  that the honey­
moon is over between Europe and the Reagan White 
House. 

Pau l -Marie de la  Gorce, a wel l -known spokesman for 
the views of the Elysee, wrote in h i s  column i n  Le Figaro 

M arch I I  that Europe has a l ready gran ted President 
Reagan the necessary "t ime to adj ust" to h is  new job .  
"Now we  have to  speak up on the  d ifferences between 
ourselves and Washington as a way of urging the new 
administration to adopt those priori t ies which continen­
tal Europeans-i n disti nct opposit ion to Thatcher's B rit­
ain-have long stood for .  

What these priorities might be were succinctly de­
fined by President Giscard in  the course of  his  televis ion 
address . They are: 

• Maintain ing living standards .  No monetarist 
budget slashing and setting of arti ficia l ly high in terest 
rates for the presumed purpose of  fighting in flation .  

• Total energy independence. 
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• Ensuring that France achieves 1 00 percent supply 
of  energy needs through n uclear reactors as rapidly as 
poss ib le .  

• " M ost important ly ," concluded Giscard , main­
ta in ing wor ld peace . 

G iscard ' s  statement demonstrates the reasoning be­
h ind French and West German support for the peace 
in it iative launched last week by Soviet Pres ident Leon id  
Brezhnev in  the  course of  the  Soviet Party Congress . 

Pau l -M arie de la Gorce, voicing a conclusion often 
a l luded to by G iscard , summed up i n  his co lumn that 
policy toward the developing sector defines the crucia l  
d i fference between Europeans and the U . S .  The inde­
pendent European M iddle East peace i n it iative, and the 
poor treatment given to Reagan ' s  envoys in Europe last 
month when they attempted to expla in  American pol icy 
toward E l  Salvador ,  are each i ndications  of the radical 
d ifferences exist ing on either s ide of  the Atlantic .  

Underlying these case-by-case d i fferences i s  a d i ffer­
ence in fun damental approach to economics and foreign 
relat ions .  France, together  with West Germany, oppos­
es the monetarism of  the Federal Reserve and the 
con frontation is t  foreign po licy of  the State Department 
under A lexander H aig .  

I t  i s  for these reasons ,  which have nothing to do 
with current mytho logies of European self-F in landiza­
tion ,  that France and Germany are pressuring the 
Un i ted States to respond favorably and promptly to the 
peace offer m ade by Soviet President Brezhnev.  

Brezhnev d id  not l im it h imself to offers made from 
the  pod ium at  the  Soviet congress . These offers were 
reiterated in a series of  persona l  l etters sent to 20 
governments ,  i ncluding each member of  N ATO. If the 
Ital ian case i s  exemplary, the letters a lso contained 
additiona l  o ffers for economic deals . 

Chancel lor Schmidt 's  immediate response,  a ired 
over German radio,  was to welcome the Soviet propos­
als  and say the controversial stat ioning of  strategic 
Euromiss i les now need not be " inevitable . "  H i s  foreign 
minister, H ans- Dietrich Genscher, flew to Washington 
to lobby with the Reagan admin istrat ion to respond 
rapid ly and positively to Brezhnev's proposa l  o f  a U . S . ­
Soviet summit  a t  the earl iest date. I t  w a s  the European 
pressure which forced H aig to dub the Brezhnev offer 
"very in teresting ," and it was the Franco-German pres­
sure that led the State Department to announce a l i kely 
U . S . -Soviet summit  for sometime i n  J une .  A related 
announcement, also made in the course of  the Genscher 
visit, was that the four-power economic summit wi l l  be 
held shortly before the Reagan-Brezhnev summit .  

I f  Giscard' s "gloves off '  statement on  M arch 10 i s  
any i ndication ,  the Europeans wi l l  be dictat ing terms to 
Reagan at that summit ,  creating the precondit ions for a 
posit ive outcome to the Reagan-Brezhnev discussions .  
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ITALY 

Andreotti to forge a 
'unity government'? 

by Umberto Pascali 

In a statement issued during the first week of M arch , the 
general secretary of  the European Labor Party of  Italy, 
Fiorel l a  Operto,  cal led on former Prime M in ister Giu l io  
Andreotti to come into the  open to present a clear and 
concrete program of  economic development for I ta ly .  In  
1 976, Christ ian Democratic party leader Andreotti 
stepped into a cris is situation in  Italy to establ i sh a stable 
government of national unity. 

Stressing the depth of po lit ical , economic and social  
cris i s  now prevai l ing in  Ita ly ,  Operto pointed to the 
"heavy l ira" reform proposed by Lyndon H .  LaRouche 
in  his book ,  A ' Gaullis t '  Solution for Italy 's Monetary 

Crisis, as the type of measure required . LaRouche pro­
poses a "heavy l ira" currency reform a imed at immedi­
ately drying up I ta ly 's  h uge b lack market, coupled with 
a package of  tax and investment po licies that wou ld  
reward capital i nvestment i n  high-technology industr ia l  
and agricultural infrastructure. 

The Mezzogiorno,  I ta ly 's  underdeveloped southern 
region ,  i s  exploding . In N aples ,  elements control led by 
the Socia l ist Party and by the neofascist M ovimento 
Sociale I ta l iano (MSl )  succeeded in organizing strata of 
the populat ion cruel ly hit  by the recent earth quake and 
l aunching them into vio lent r iots .  

The most important heavy industria l  sectors-stee l ,  
chemical s ,  and construction-are drastical ly cutting 
back product ion and laying off while unions are being 
asked to accept cuts in the cost-of- l iv ing escalator and in 
social services . 

Beh ind this destructive po licy is the request advanced 
by one of  the top spokesman of  the old Venetian financial  
o ligarchy, Luigi Visentin i ,  to "privatize" the nation ' s  
central bank ,  the  Banca d' l ta l ia .  Visentin i ,  who i s  presi­
dent of the Ital ian Republ ican Party, presented a propos­
a l  in  parl iament to reform the central bank statute so as 
to virtual ly el iminate the requ i rement that the bank serve 
the publ ic i nterest . A lready practical ly independent of 
contro l by the government and parl iament, under Visen­
t in i ' s  proposal the Banca d ' l ta l ia would become a private 
banking inst itution of the Venetian and Genoese o l igar­
chy, but with extraordinary powers of  financial  investi­
gation .  
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Visentini's reform 
Visentini and his al l ies have presented their attempt­

ed usurpation of  financial power i n  the guise of a reform 
of  the central ban k .  Recent ly ,  the leadership of  the 
Banca d ' I ta l ia  was accused of  having made i l legal 
a l locations to the S I R  chemical industry group, which 
i s  l inked to Socia l i st Party leader Giacomo Mancin i .  

S I R  president Rovel l i  was  reported to have financed 
proterrorist groups,  whi le  a high o fficer of  the bank was 
arrested for a short period ,  and bank governor Paolo 
Baffi was hit  with an arrest warrant and suffered the 
suspens ion of  h is  passport .  

After this scanda l ,  the Visentin i  group w a s  joined by 
econom ists of  the Social ist  Party in a proposal to reform 
the central  bank statute as fol lows .  The bank leadership 
would be given the right to obtain any requested 
information on  any industry or bank ,  but they would 
not be obl iged to inform the competent authorities 
should they discover malfeasance . In other words, the 
central bank would offiCially be granted d iscretionary 
control over the entire I ta l ian economy.  

H ow the o l igarchical ly contro l led central bank 
would use its power i s  shown by its current pol icy of  
austerity, h igh in terest rates and industria l  triage . Treas­
ury Min i ster Nino  Andreatta cynical ly defends h i s  
drastic credit cuts  by saying i t  was not he, but the Banca 
d ' l ta l ia  that determined the po l icy . Presenting this stark 
s ituat ion ,  European Labor Party leader Fiorel la Operto 
concluded her statement chal lenging former Christ ian 
Dem ocratic Prime Min ister Andreotti to issue a cal l  for 
the re-estab l i shment of  a nat ional  unity government, 
s imi lar  to the one he led from 1 976 to 1 979 .  The starting 
point, she sa id ,  m ust be the convocation of  a conference 
to discuss the p lan for economic recovery with partici­
pation of  representatives from industry, un ion leaders ,  
the  Christ ian Democratic Party and the I ta l ian  Com­
munis t  Party . The Communist Party 's  infl uence over 
ita ly 'S  labor movement and its po l it ical power in  many 
regions makes i t  an essent ia l  element of  a unity govern­
ment .  Without an a l l iance between Andreotti and Com­
munist  Party head Berl inguer,  I ta ly i s ,  as the o l igarchy 
cla ims ,  ungovernable .  

European Labor  Party leader Operto ' s  appeal coin­
c ided with Andreotti ' s  remergence on the pol i tical scene 
after a long period of  s i lence. In an interview with the 
leading I ta l ian daily Corriere della Sera M arch 5, the 
former prime min ister revealed that he has j ust fin ished 
a book on his experience as head of  Italy' s 1 976-79 
nationa l  unity government,  which stresses the val idity 
of  that pol icy .  

Commenting on the obstacles to re-establ ishing such 
an a l l i ance, Andreotti sa id ,  "There is  a 'knot '  nobody 
can overlook :  without an agreement with the opposit ion 
[PC I ]  none of the b ig problems can be solved ."  
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CENTRAL AMERICA 

'Zimbabwe solution' 
posed for EI Salvador 

by Gretchen Small 

A behind-the-scenes look at Secretary of State Alexander 
H aig's policy toward EI  Sa lvador and Central America, 
as it emerged during the past few weeks ,  was a shocker 
for Americans who expected a change from the new 
administration toward the region .  Whi le Haig expostu­
lated about tough mi litary action ,  two State Department 
envoys, sent expressly by H aig, were meeting with the 
Socia l i st In ternationa l  leadership in  Sweden and Panama 
to map out a strategy toward Salvador,  promising ful l  
U . S .  cooperation  with the  agencies i nvo lved i n  foment­
ing the cri sis in the first place. 

The Socia list I nternationa l  had j ust modified its tac­
tics toward the region ,  and cal l ed for Social ist  I n terna­
tiona l  head Wi l ly Brandt to meet with President Reagan 
to mediate a solut ion to the crisis, a decis ion taken at an 
emergency meeting of  the Latin American branch of the 
organization convened in Panama at the beginn ing of  
the month to  discuss E I  Salvador .  I n  December,  Wi l ly  
Brandt went before American TV to defend the I nterna­
tional ' s  pol icy of  arming and financing the opposit ion 
forces for their " fina l  o ffensive" ! 

The fol lowing day, Sen . Ted Kennedy j oined the new 
mediation bandwagon . In a noon release, Kennedy 
cal led on the administration to fol low the Brit ish model 
for crises-the so-cal led Zimbabwe solution .  A n  in-place 
truce must be declared in EI Salvador,  Kennedy ' s  state­
ment read,  and an "a l l  parties con ference" convened on 
the model  of  the " Lancaster House discuss ions" that  led 
to the British-run sett lement of  the Rhodesian crisis .  

A British-modeled "Zimbabwe solution" run by the 
Social ist I nternational-the deployment- level agency be­
hind the guerri l las in EI  Salvador-is not designed as  a 
peace-keeping so lution .  A real settlement would require 
the injection of wel l -p lanned economic aid to EI Salvador 
and to the entire region ,  to establ ish a base for i ndustrial 
development. Wil ly Brandt, the chairman of  the World 
Bank subgroup cal led the Brandt Commission ,  not only 
opposed industrial development for the Third World as 
an "attack" on  "natural l i festyles ," but explicit ly advo­
cates a g lobal  depopulation strategy . 

Behind H aig's  Carter-style dupl icity i n  foreign pol icy 
are new maneuvers to bolster the "centrist" image o f  the 
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j unta i n  p reparatio n  for a new round o f  b loodbaths, this 
t ime un leashed from the mi litary and right-wing ultras .  
Sources close to the Salvadorean situation  are p redicting 
resumption o f  ful l - scale fight ing there between now and 
M ay,  triggered by a stepped-up right-wing o ffensive by 
the forces around M aj or Roberto D 'Abuisson .  

Haig's Socialist allies 
B randt ' s  grandstand play as peace-maker in fact was 

quickly arranged, with Haig ' s  he lp ,  i n  response to s igns 
that an effort by Chancel lor  Helmut Schmidt's West 
German government to negotiate a real settlement 
might catch hold. Spokesmen for the Bonn  government 
had stepped forward to o ffer their auspices for negoti­
ating a pol it ical solut ion when Haig's  demands for a 
mi litary solution and cold war con frontation over EI  
Salvador had met with near un iversal host i l i ty i n  Europe 
and L atin A merica . 

But when Bonn stepped forward, H aig 's  emissaries 
twisted arms, sources i n  Bonn reported, and both 
opposit ion leader Gui l lermo Ungo and j unta leader 
Jose Duarte came out against Bonn ' s  proposed talks .  
When B randt 's  offer was  made  three days later, they 
both quickly reversed themselves , and decided to tal k !  

H aig made i t  clear j ust whom h e  would talk with .  
General  Vernon Walters, H aig' s  envoy to Latin Ameri­
ca who had stopped in  four  Latin American countries 
to deliver the message that the United States foresaw a 
"temporary m ilitary solut ion" to El Salvador ' s  prob­
lems ,  arrived in  Panama in  early M a rch to meet with 
the Social Democrats .  Emerging from his "cordial 
talks" with Pefia Gomez from the Domin ican Republic 
and Venezuela 's  Carlos A ndres Perez, both supporters 
of the left in EI  Salvador, Walters told the press that he 
had conveyed to the Social ists the administration ' s  
interest in  negotiations .  

H erman Cohen , the State Department envoy to 
Sweden,  told the Swedish  social ists at the time of  
Walters's arrival that  " i f  thei r attempt to  mediate can 
open a dialogue between the democratic forces i n  EI 
Salvador, then of  course it 's good," the Swedish press 
reported . Piere Schori , the Swedish Socialists '  Lat in 
American coordinator, cal led Cohen' s  remarks a "state­
ment that I regard as a clear success for us . "  

I n  honor of  the talks '  "success ,"  Schori canceled his  
scheduled appearance at the Socia l  Democrats' demon­
stration  outside the American embassy that n ight !  

Neither Walters nor  Cohen ' s  remarks were given 
much attention in the U . S .  media-busy playing up the 
hardl ine talk coming out of  Washington for American 
consumption .  But Haig 's  deal with the Social ists ,  run 
s imultaneously as he i ncreased U . S .  m i l itary involve­
ment in  the no-w i n  conflict, seems to give the lie to h i s  
pretensions to be achieving peace in the area . 
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Mexico City's antiterror crackdo\Vn 
The cleanout of a nest of insurgents in a sq uatters ' settlement has 
major political imp lications, reports Do lia PettingeZZ. 

Six thousand Mexican pol ice and security personnel 
swept into the most renowned terrorist stronghold in 
Mexico C ity March 2 ,  a squatters' sett lement known as 
the October 2 camp .  Before the police left 24 hours later, 
over 1 00 terrorists and gunmen were i n  ja i l ,  many of the 
700 famil ies relocated , and the rest of the homes were 
razed to the ground .  

The crushing act ion was the government' s answer to 
a surge of violence and terror i n  recent weeks ,  coordinat­
ed at the top by the Mexican Communist  Party (PCM) ,  
the Society of Jesus,  and  the  mayor of Mex ico City .  
According to high-level sources ,  the raid was personal ly 
ordered by President Jose L6pez Porti l lo  as a warning 
that the government wi l l  not tolerate terrorist attempts 
to disrupt the government .  

The terrorists arrested inc luded top gangster Fran­
cisco de la  Cruz, the peasant leader of the camp who has 
pending against him over 1 00 criminal  charges ranging 
from robbery to homicide. The po lice confiscated over 
60 firearms, bul lets, M olotov cocktai ls ,  blan k death cer­
tificates, a printing machine, and copies of the outlaw 
23rd of  September League's terrorist publication Mad­

era. The po lice also found a stolen police car and uni ­
forms for i mpersonations .  The 700 fami l ies are being 
relocated i n  government-bui l t  hous ing i n  another dis­
trict. 

As  one Mexico City newspaper put i t ,  de l a  Cruz had 
managed to get away previously with such an overt 
terrorist logistical display because he had an " infl uential 
pol itical godfather" backing h im .  

The  influential figure whom the  paper fai led to  name 
i s  the mayor of  M exico City, Carlos H ank  Gonzalez .  
L6pez Porti l lo ' s  antiterrorist operation has  thrown Hank 
on the  defensive . An "Aquarian" who for the  past four  
years has  ruled the  second largest city of the  wor ld  as an 
experiment in  "community contro l" brainwash ing tac­
tics, Hank saw the October 2 camp as the most advanced 
test tube under his  control .  

Hank's  beh ind-the-scenes connection t o  the October 
2 terrorist train ing center came glaringly to l ight i mme­
diately after the raid .  The head of the Mexican Social ist 
Workers Party (PST), Rafael Agui lar Talamantes, went 
to the mayor M arch 9 to i ntercede for de la  Cruz, who 
had been working with this i ncreasingly left-provocateur 
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party and had run for governor in  the state of  Oaxaca on 
the PST ticket a year ago .  H ank told Agui lar that he had 
had nothing to do with the raid and that he had "no 
complaints to m ake" about de la  Cruz.  Agui lar told the 
press that H ank  had agreed to his request not to raze de 
l a  Cruz's house-a bunker disguised as a hut bui l t  over 
an undergro und shelter-and instead to turn i t  over to 
the PST to serve as a headquarters to receive and process 
complaints about how the relocation was carried out !  

Many in  Mexico celebrated the  bust-up of a terrorist 
center that had become a nightmare for Mexico City 
inhabitants . The camp was organ ized along parami litary 
l ines starting in  the mid- 1 970s, some 1 5  years after de la 
Cruz had arrived from a smal l  peasant town in Oaxaca. 
At  the t ime of  the raid the daily El Heraldo described the 
camp as an attempt to set up a " l iberated zone" and 
create a virtual " state within a state ."  Government secu­
r i ty forces report that guerri l las from at least four Latin 
A merican countries-Venezuela, N icaragua,  Uruguay, 
and Argentina-were in training in  de la  Cruz's camp for 
different periods over the past three years. S imultaneous 
raids shut down satell ite operations  establ ished by de la 
Cruz in  the states of Oaxaca, Tamaul ipas ,  and Morelos .  

When French "schismatic" Archbishop Marcel Le­
febvre visited Mexico in late January, de la Cruz not on ly 
invited h im to vis it the October 2 camp but offered him 
the protect ion of h is  goon squads .  Though nominally on 
opposite s ides of the pol i ti cal  spectrum,  de la  Cruz and 
Lefebvre share ul t imate control lers at the h ighest level of 
i nternational  terrorism .  Lefebvre i s  sponsored by the 
Rome-based "black nobi l ity" who have been exposed in 
the Ital ian courts as protectors and deployers of the Red 
Brigades . 

Hank Gonzalez ' s  partners i n  the current destabi liza­
tion drive, however, were not at all happy. Humberto 
M usacchio ,  manag ing editor of the openly pornographic 
cultural m onthly of the Mexican Communist Party El 

Machete,  charged that de l a  Cruz' s on ly crime was to 
fight for "decent housing ."  The Jesuit-controlled leftist 
dai ly Uno mas Uno poured out a stream of as many as six 
articles a day for several days after the sweep . "The 
October 2 affair was an operat ion against the poor, not 
against corrupt leaders or  common criminals ,"  claimed 
the paper amid a barrage of charges that the cleanup was 
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a "violation of human rights" and an instance of  "state 
repress ion .  " 

Oaxaca : a terrorist time bomb 
The warning delivered by Lopez Porti l lo  in Mexico 

City had as its special target the ris ing destabi l ization 
moves i n  the  southern states of Mexico, Oaxaca, and 
Chiapas, among others . 

The operation against de la Cruz's camp took place 
the day after a Mexican Communist Party front  cal led 
the Cocei had wrested control of  the m unicipal govern­
ment in Juchitan, Oaxaca. 

Besides massive vote fraud,  the PCM -Cocei electoral  
al l iance used terrorist int imidat ion to force the 70,000 
inhabitants to accept the imposit ion of  their candidate 
for mayor. Faced with open threats of a bloodbath, the 
electoral authorities were forced to concede that the 
PCM-Cocei candidate had "won" by a m argin of  208 
votes over the cand idate of the rul ing PRI party .  

The town has particular importance because i t  i s  at 
one of  the strategic crossroads o f  the country . D irectly 
to the north ,  across 1 00 miles of the easily traversed 
Tehuantepec Peninsula ,  lie the major  M exican oil fields 
and refining complexes of Veracruz, Tabasco, and 
northern Chiapas.  From its same Pan-American High­
way location,  i t  l ies along the main route to G uatemala 
and i s  seen as a doorway into the Central  A merican 
violence. The state of Chiapas, j ust a few m i les down 
the road,  directly borders G uatemala,  and has been the 

New York Times defends 
Mexican terrorist operative 

The terrorist October 2 camp. run by Francisco de la 
Cruz, and dismantled by Mexico security units last 
week. was an internationally promoted experiment in 
"radical" local-control brainwashing operations of the 
sort associated with the Pol Pot nightmare in Cambodia. 

Marcel Lefebvre. a Dark Ages ideologue of the 
Sorbonne, toured the camp last year in what the proter� 
rorist Mexico City daily Uno mas Uno called "on-the­
scene observation " of an "experiment to help the poor. " 
This is "the only authentic socialist experiment in Latin 
America that I know of, " Lefebvre stated. But it was the 
New York Times, in a 1977 eulogy to de la Cruz by 
Mexico correspondent A /an Riding, which did most to 
build up his ' 'social fighter" credentials. 

Here is what the Times said: 
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target o f  a "violence spi l lover" that is in tended to m ove 
north through Juchitan into the rest of the oil region . 
Th i s  area of  instabil i ty inc ludes the largely I n dian 
highlands in Chiapas ,  one of the centers of Jesuit 
organizing i n  the country and the scene of  a b loody 
peasant conflict i n  June 1 980 . 

Concern for the PCM-Cocei takeover of Juchitan 
has been reflected by influential Mexico City newspaper 
columnists ,  aware of  the violent antecedents of the 
group .  Cocei ran candidates for Juchitan mayor in two 
previous e lections .  In 1 974, after los ing the elections ,  
Cocei  carried out a "hit" against the house of the 
winn ing PRI  candidate .  One person was k i l led . In 1977, 
when it lost for the second t ime,  Cocei launched a series 
of  violent incidents to destabi l ize the state government 
which i t  considered the "enemy of  the people ."  The 
same year Cocei set buses and stores on fire to demand 
the release o f  their j ai led comrades. And in 1975 the 
Cocei ,  which had cooperated with the 23 rd of Septem­
ber League, "broke" with i t  in a spectacular shootout 
that left almost a dozen people dead .  

I n  a s ignificant escalation  of i t s  capabil ities , the  
Cocei sent  a squad of  40 people to M ex ico City in  mid­
February, where the  group took over  the  embassies of 
I ndia and Guatemala to protest what they termed 
"brutal and repressive tactics" on the part of the 
government .  The action was closely coordinated by a 
M exico C ity Jesuit  clearinghouse and operatives of 
i nternational  "human rights" organizations .  

Mr. Francisco de la  Cruz is clearly the undisputed 
popular leader of his community, though its real 
strength comes from the full partIcipation in the as­
semblies and communities that govern the settlement. 
Through communal work the squatters have built a 
health clinic, a kindergarten, a kitchen for volunteer 
laborers, a cement-block cooperative, a mechanic's 
shed and an editing room for a monthly bulletin . 

Mr. de la Cruz . . . says he is "guided from the 
left" but his ideology appears to be closer to the 
"natural socialism" of his poorly educated followers, 
whose views have been shaped by hardship. " It means 
belping each other," a mother of six said when asked 
the meaning of socialism . . . .  

In a country where both government and opposi­
tion political parties are dominated from above, Mr. 
de la Cruz dreams of a grass-roots political movement 
springing from the unorganized rural and urban poor. 
"When we have finished here, I would like to go back 
to the countryside and organize a peasant movement 
there." 
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Middle East Report by Robert Dreyfuss 

Muslim Brotherhood-Israeli ties 

Speculation increases on the odd alliance between M enachem 
Begin and extremist Israeli A rab Muslims. 

Snce the ascendancy to power of 
Ayatollah Khomeini in  Iran,  EIR 
has created considerable controver­
sy with its claim that a faction of 
Israel 's intelligence services has 
been aiding and abetting the Mus­
l im Brotherhood terrorist organi­
zation that runs Khomein i .  

Now,  however, revelations are 
appearing in  the French and West 
German press which not only con­
firm EIR' s  cla im,  but show that the 
governing party around Prime 
Minister Menachem Begin is  en­
couraging the  Brotherhood's  ex­
pansion within Israeli 's own pre-
1 96 7  borders among Israeli 's Arab 
citizenry. 

The groundbreaking expose i n  
this respect was a p iece in the 
March 4 dai ly Die Welt of  West 
Germany.  The newspaper' s Jerusa­
lem correspondent revealed the 
shocking statistic that no less than 
1 5-20 percent of  the youth among 
I srael ' s  600,000 Arabs are avid sup­
porters of  a fanatical group that 
calls itself "Sons o f  the Vil lage, " 
and which is committed to disman­
tl ing the state of Israel and its re­
placement by a theocratic Musl im 
state modeled on the K homeini dic­
tatorship .  

Die Welt's correspondent at­
tributed this phenomenon to the 
even more shocking reality that Is­
rael i s  virtually the only country in  
the  Middle East in  which the  Broth­
erhood is al lowed to operate legal­
ly ! Activists of the Brotherhood­
l inked "Sons of the Vil lage" group 
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have been allowed to preach and 
organize freely among the Arab 
population ,  much to the dismay o f  
both traditional Arab leaders tied 
to the I sraeli Labour Party and 
members of  the Arab-majority Is­
raeli Communist  Party. 

Die Welt further reported that 
the "Sons" activists have gotten ac­
cess to extensive arms supplies from 
official I sraeli army caches . The 
supplies ,  the West German paper 
indicated, have been acquired 
through underworld transact ions .  

Die Welt's revelations have 
been buttressed by news reports 
from Shalom Cohen, I s rael corre­
spondent for the French Le Matin 
newspaper. According to Cohen , 
I sraeli televis ion over the past 
months has frequently shown 
bearded " Sons" activists i n  long 
robes preaching to Arab audiences 
against the evils of  modernity. 

I n  allowing these filmclips to go 
through ,  the Begin government 
could be under no i llus ion that the 
"Sons" were anything but Brother­
hood-run terrorists .  Citing Israeli 
intelligence sources, the New York­
based Jewish Week reported that 
the "Sons" are an  o utgrowth o f  an 
extreme fundamentalist group  
called AI -Tahrir ,  which operated in  
the  1 950s and 1 960s in  Jordan and  
I raq  and was responsib le for nu ­
merous  assassinations against gov­
ernment officials .  

Given its track record of  culti­
vating the Sons o f  the Vi l lage, the 
Begin government 's  recent highly 

publ icized "crackdown" against 
well-armed " Sons" cells can hardly 
be taken at face value. Informed 
I sraeli sources, in fact, see the 
crackdown as p utting into opera­
tion a planned race riot scenario 
between Israeli  Arabs and Jews that 
is  aimed at accomplishing both 
electoral and strategic purposes for 
the Begin mafia .  

I f  Jewish-Arab relations in  Isra­
el and in  the West Bank territory 
can be exp loded, extremists in Be­
gin ' s  camp calculate, a hysterical 
national atmosphere can be created 
in  the weeks leading up to the June 
30 nat ional  elect ions .  This mood 
could ser iously undermine the Isra­
eli Labour Party ' s  now a lmost as­
sured capabil ity of winning a ma­
j ority of voters in  the election cam­
paign . 

At the same time, manipulated 
unrest could create the condit ions 
for the expuls ion o f  masses of  Ar­
abs from the West Bank settlements 
andj or pre- 1 967 Israel , partly un­
der the excuse o f  relieving "demo­
graphic pressure" in Israel ,  which is  
itsel f undergoing economic devolu­
t ion . 

The shock waves of such expul­
s ions would also have serious desta­
bil izing effects on neighboring Jor­
dan ,  thus poss ibly "relieving" any 
future I sraeli government o f  having 
to negotiate with Jordan ' s  King 
Hussein .  

Hence, Begin i s  bui lding up the 
SonsjTahrir crowd as a counter­
weight both to the Labour Party ' s  
Arab supporters and to the Arab­
majority I sraeli Communist Party 
(Rakah) .  Despite its K GB-"Com­
intern "  t ies ,  Rakah supports the 
existence of  Israel as a state .  Begin ' s  
M usl im fanatics don ' t ,  and are 
therefore m uch more useful  for h is  
p lans .  
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DatelineMexico by Josefina Menendez 

Who's on top of U.S.-Mexico relations? 

A few hints have emerged from the R eagan crew, but as yet 

there is no defined policy.  

There ' s  no  question Reagan made 
the right move at the right t ime 
when he met with M exican Pres i ­
dent Jose Lopez Porti l l o  on  the bor­
der Jan . 5 .  I t  immediately set a tone 
worlds apart from the acr imony of 
the Carter era and cl eared the way 
for a substantive improvement in  
re lations .  But now, more than mid­
way to the fi rst i n -depth summit 
Apri l  26-27 ,  the specifics of  a new 
pol icy are s low i n  coming together . 

A n  encouraging sign i s  that 
Reagan seems determ ined to run 
U . S . - M exico pol icy as a persona l  
concern coordinated by the White 
Ho use, not the State Department .  
My  E1R col leagues i n  Washington 
report that State Department offi­
cials who could be expected to be 
involved in  the preparations  for the 
Apri l  Tiaj uana/San Diego meeting 
are shrugging their shoulders and 
referring a l l  questions  to the White 
House and to Richard A llen ' s  office 
at the Nat ional  Security Counci l .  

The strong l ike l ihood that Rea­
gan wi l l  appoint  long-t ime actor­
friend John Gavin as the new am­
bassador to M ex ico i s  another ind i­
cation of keeping things under a 
White House wing .  Though some 
of the M exican press r id iculed the 
probable appointment last week,  
some of  the sharper co lumn ists here 
stressed the importance of having 
someone in  the post who h ad the 
d irect ear of the Pres ident .  This is  
someth ing Carter' s ambassadors­
Patrick Lucey and J u l ian Nava­
could hardly c laim .  
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But symptomatic o f  the s low­
ness i n  pu l l ing the Reagan opera­
t ion together i s  the report that cur­
rent ambassador N ava may stay on 
unti l  early Apr i l ,  and that i t  i s  not 
known how soon after that h i s  re­
placement could take up duties . 
This  essentia l ly means that the key 
U . S .  embassy chan nel w i l l  be i n  
l imbo from now through the  late­
Apri l summit  itse l f. Reagan gave a 
first i ndication  of where he wants to 
move when he told CBS ' s  WaIter 
Cron kite i n  early M arch that he 
would l ike  to keep the border open 
to M exicans seeking U . S . jobs .  

A s  reported in  the  press here, he 
ca l led on  A merican s  to "remember 
that M exico i s  our neighbor  and 
friend and that it has  a very h igh 
rate of  unemployment .  If we close 
the border we wil l in that way ob­
struct the o n ly escape valve, which 
we cal l  i l l ega l  immigratio n .  I f  we 
close o ff that escape valve we could 
destabi l ize M exico,  and in  any case 
i t ' s  not i n  our own i nterests . "  

Reagan said h e  w a s  i nterested i n  
the proposals o f  a group of  gover­
nors from the Southwest, referring 
to the program of  Texas Gov .  B i l l  
Clements ,  who i s  ca l l ing  for a 
"guest worker" program for legal­
ized temporary stays . 

This was a sharp s lap in  the face 
to the Hesburgh commiss ion on 
immigration ,  wh ich had handed i ts 
final  report to the White House 
four days  before .  The Hesburgh 
panel rejected a guest worker-type 
program . Spokesmen for the left 

parties here im mediately branded 
the Reagan statements as "another 
effort to press ure M ex ico to g ive up 
its oi l . "  

But Fidel  Velazquez , the long­
t ime head of  the CTM labor con­
federat ion and one of  the men most 
d i rectly shaping the current presi­
dential  succession fight,  sounded a 
d ifferent note .  "Reagan ' s  tone has 
re laxed a l i tt le  and he's  c loser to 
M exican real i ty ."  

This react ion is part icularly sig­
n ificant because Velazquez has 
wo rked closely with the Labor 
M i n istry task force i n  charge of 
M exico 's  s ide of imm igration .  

Reagan made a misstep , how­
ever, with h i s  jo i nt ca l l  with Tru­
deau i n  Ottawa for a "tr ipart i te" 
U . S . -Mexico-Canadian summit 
meeting .  This  i s  sure to run into 
heavy flak  from the M ex ican side, 
where the overtones of  the hated 
North American Common Market 
are overwhe lming .  A lot of  the 
good wi l l  engendered by the Jan . 5 
meeti ng cou ld go up i n  smoke .  

M ost serious ,  however, i s  the 
s i lence from Reagan or any of  h is  
ch ief advi sers on the p lank of  U . S . ­
M exico relat ions which wi l l  cement 
the relat ionsh ip :  a m ass ive "o i l -for­
techno logy" accord .  

This po l icy gap i s  being picked 
up by EI R founder Lyndon La­
Rouche, J r . ,  who made the o i l - for­
techno logy framework the focus of 
a widely heralded presentation to 
the annual  Economics Symposium 
o f  the  Monterrey Techno logical In ­
st itute last week . A fter a further \ 0  
days o f  talks in  Mexico , LaRouche 
wil l  report d irectly to po l icy-mak­
ers in  Wash ington M arch 26 ,  as the 
keynote speaker in  the EIR-spon­
sored conference, " U  . S . ,  M exico , 
Central America . " 
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International Intelligence 

East- West conflict set 
in southern Africa 

The Soviet and Cuban-al l ied co untries of  
Angola and M ozambique are  key targets 
in  a setup being prepared for the Reagan 
administrati o n .  With respect to Angola,  
the State Department i s  planning to rec­
om mend that the five-year-old ban on 
covert or overt U . S .  assi stance to the 
Angolan countergang U N I TA be re­
pealed . This  would clear the way for the 
U nited States to begin  official ly support­
ing South African mi l i tary operations 
against Angola,  in  which troops are dis­
guised as Angolan U N I TA rebels fight­
ing the Angolan govern ment .  U N I TA as 
an organized force has  been virtually 
e l iminated by the Angolans .  

A pro-Khomeini  Social ist  I nterna­
tional destabi l ization expert, Richard 
Falk of  Princeton University,  says An­
gola i s  the next area destined for the EI 
Salvador treatment .  

" I f  the destabi l ization and counter­
insurgency operations work in  EI Salva­
dor, Angola wil l  be next.  Angola wi l l  be 
the next country that they [the Reagan 
administration]  will  try to destabi l ize . "  

I n  M ozambique,  four American dip­
lomats were expelled last month and 
charged with being CIA agents ,  fol low­
ing a South A frican mi l itary assault  into 
M ozam bique in late J a n u ary targeting 
an anti-South A frican gro u p .  I n  response 
to the raid four Soviet naval vessels 
docked in  a M ozambique port Feb . 1 9 .  

Socialists involved 
in Colombia terror 

One day after the M arch 7 m urder o f  
American miss ionary Chester Al len Bit­
terman by the Colombian M - 1 9  terror­
ists, Colombian mi l i tary pol ice arrested 
the mediator i n  the Bitterman k idnap­
ping, Rev. Alfredo Torres Pach 6 n .  
Torres, t h e  secretary general of  t h e  latin 
A merican Counci l  o f  Churches (C l A I ) ,  
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h a d  reg ularly convoked press con fer­
ences in  h is  office during the negotiat ions 
for Bitterman's  release, where M - 1 9  
members would conduct telephone inter­
views with the press. The C l A I  is  the 
latin American a ffi l iate of the World 
Counci l  o f  Churches,  which was fo unded 
by the Social ist  I nternati o n a l .  

T h e  involvement o f  the M - 1 9 , which 
has a professed admiration for A u stria ' s  
soc ia l  democracy , with the World Coun­
cil  of Churches gives the l ie  to Alexander 
H aig's  charges that the Soviet U n i o n  is 
the " m other" o f  all terrorism . 

The J a n .  1 9  B i tterman kidnapping 
has prod uced i n creasing  tens ions  within 
the M - 1 9 , whose leadersh i p  deno unced 
the k idnapping as the work of  a sp l i t .  The 
leaders are seeking government approval 
for M - 1 9  to emerge as  a legit imate polit­
ical  party affi l iated with the Social ist  
Internatio n a l .  

I n  a clandestine communique j ust  re­
leased to the p ress ,  the M - 1 9  leadership  
confi rmed that a spl i t  has taken p lace i n  
t h e  group,  a n d  denou nced t h e  assassins 
of  Bitterma n .  

Colombians debate 
marijuana reform 

A bi l l  to legalize p roduct io n ,  trade, and 
consumption o f  mar ij uana wi l l  be sub­
mitted to the Colombian Co ngress o n  
J u l y  20 for a vote, according to the coun­
try ' s  leading dai ly ,  EI Espectador. 

A front-page article on M arch 4 said 
the b i l l  wi l l  be prepared and submitted 
by the President of the Congress J ose 
I gnacio Diaz-Granados,  with the advice 
and assistance o f  Ernesto Sam per Piza­
no,  a leading pro drug lobbyist  in Col­
ombia .  Samper Pizano,  an executive 
member of the I nternatio n al Cannabis  
A l l iance for Reform (lCAR),  v iews the 
U ni ted States as  the  principal  market for 
Colombia 's  legal ized m arij ua n a  exports .  

According to Samper, the b i l l  a l ready 
has the support of the Bogota stock mar­
ket,  the nat ional  agricultural p roducers' 

assocIatIOn ,  the nat ional  i ndustrial i sts' 
associatio n ,  and several provincial  legis­
latures .  

El Espectator reports ,  h owever, that 
the government of  President Turbay i s  
not o n ly opposed to the decrim b i l l ,  but  
wi l l  counter i t  with proposed legis lat ion 
enabl ing investigat ions  into i l legal drug 
money flows i n  Colombia .  

New border war in 
Central America ? 

Repeated threats against Nicaragua 
from H o nduran mi l i tary officers i n  the 
past week have placed the two countries 
on the bri n k  o f  war. 

The director of publ ic  relations for 
the H onduran army,  Ju l io  A m ando Pa­
v6n,  declared on  televis ion i n  early 
M arch that "the danger o f  war could be 
inevitable.  " 

"The H o n duran populat ion wi l l  act 
as  they did i n  1 969 , "  said Pav6n,  when 
they fought foreign aggression i n  the so­
called soccer war with EI Salvador.  
Meantime,  H o n duran President Gen . 
Policarpo Paz stated during mi l itary cer­
emonies that  " i f  the t ime comes in which 
we have to raise o urselves to the sound of  
battle i t  w i l l  be a song to the better glory 
of our Fatherl a n d . "  

Border inc idents h a v e  occurred i n  
p a s t  m o n t h s  between t h e  radical Nicara­
guan government and the antico m m un­
ist  H ondurans .  Pav6n ' s  reference to the 
1 969 war with EI Salvador i s  indicative of 
the real i ssues underlying current ten­
sions.  The 1 969 "soccer war" i s ,  to this  
day,  referred to as the regio n ' s  " first  
populat ion war . "  

Emissaries urge Japan 
to shore up China 

The H a ig faction of the Reagan admin­
istration made a major  deployment in  
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early M arch to shore up the Chinese 
regime o f  Deng Xiaoping.  There is grow­
ing concern in  Haig's  circle that increas­
ing economic and political chaos are en­
dangering the "China Card . "  

CIA Director W i l liam Casey, o n  a n  
emergency trip to Tokyo, M arch 6, met 
with Prime Minister Zen ko Suzuki and is 
bel ieved to have requested that Japan use 
economic aid to shore up the Chinese 
regime, as well as those of Thailand and 
Pakista n .  He  also set up more detailed 
discussions of  this subj ect for Foreign 
M i nister M asayoshi I to ' s  visit to Wash­
ington M arch 2 1 -26 .  

David Abshire ,  formerly head of  the 
Reagan transition team unit on foreign 
policy, met with Suzuki and Ito on a 
M arch I - I I trip and urged Japan to play 
a greater role in  "the international divi­
sion of  labor on defense and security . "  
This refers n o t  o n l y  t o  increased defense 
spending by Japan but also economic 
and diplomatic measures i n  support of 
the China card and H aig's  I ndian Ocean 
strategies.  

Fol lowing the Tokyo visit ,  Abshire, 
who is  chairman o f  the Georgetown U n i­
versity Center for Strategic and I nterna­
tional Studies (CSIS) ,  visited Peking 
March 1 2- 1 5 .  He  reportedly met with 
Deng to get a first-hand appraisal of the 
political and economic situation . 

Arthur Burns hails 
China investment cuts 

Arthur Burns,  who was in China j ust 
prior to the drastic 45 percent cut in 
capital investment i n  early M arch, hailed 
the measures as "an effective anti- infla­
tion" tactic. When an interviewer asked 
the former Federal Reserve chairman 
whether the cuts wouldn't  exacerbate ex­
isting bottlenecks in energy and trans­
port, Burns replied,  " N o .  In fact, by 
investing less they will have less need for 
energy and transport . "  Burns also re­
vealed that the Chinese officials made 
specific note of the parallel  between their 
strategy and those o f  U . S .  budget chief 
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David Stockman and had asked Burns 
for more information about the l atter ' s  
efforts. 

Chinese ZPG fosters 
female infanticide 

I n  one small  town in southern China,  
"eight fem ale babies were fou n d  dead, 
abandoned i n  front o f  the local  [Com­
m unist]  party headquarters or the local  
medical center .  Most had been suffocat­
ed , "  reported the regio n ' s  leading daily,  
Nan Fang Ribao. i n  a n  article on China 's  
popUlation control p rogra m .  The paper 
explained that the program forbids par­
ents to have more than one chi ld . I f  the 
first baby is  a girl, parents fear  they wil l  
have no heir or  caretaker i n  their  old age 
and have begun k i l l ing the i n fant girls in 
attempts to secure a male as their man­
dated only chi ld .  

The Chinese paper comments that the 
"stop at one" rule m ust be o beyed, b ut 
that "equality of the sexes" forbids the 
female i n fanticide. 

Throughout Chinese history, the rise 
and fal l  of  new dynasties was accom­
panied by the deaths o f  mil l ions through 
war, brigandage, famine,  and i n fanti­
cide. Female i n fanticide i s  especial ly  
prominent during such socia l  cataclysms, 
to preclude new generations  of child­
bearers . As recently as  the famine during 
the 1 95 8-60 Great Leap Forward, some 
peasant parents not only k i l led their ba­
bies, but also consumed the corpses. Fa­
mine,  under the Dengist a usterity re­
gime, i s  o nce again raging i n  southern 
China .  

Promoters o f  the Global  2000 geno­
cide program, including Gen . M axwell 
Taylor, have in  the past lauded China's  
popUlation programs .  I n  1 97 1 ,  the Pop­
ulation Crisis Committee led by Taylor, 
General Westmoreland,  and the late 
Gen.  Wil l iam Draper, declared, "Given 
scarce resources, the whole world should 
adopt Mao Tse-tung' s concept for China 
of  stable, replacement-only  populatio n  
policies . This should be the pol icy for the 
next 30 years . "  

Briefly 

• PAKISTAN is  getting ready to 
explode a nuclear device near the 
I ndian border, says the Soviet 
army daily R ed Star. Two uranium 
enrichment facilities are reportedly 
in  operation "thanks to the indul­
gence o f  Western states . "  M oscow 
also points to Chinese aid for the 
Pakistan n uclear program . 

• KARL CARSTENS, the West 
German president ,  ruffled some 
feathers on a recent visit to India 
when he referred to "genuine non­
alignment" i n  a speech there. The 
phrase was an i nvention o f  the 
previous Desai  government and 
aimed at Mrs .  Gandhi-now back 
i n  power . One I ndian paper hit  the 
Christian Democratic pol itician 
for try i ng to sour B R D- I n dia  rela­
tions and noted that he is  n o  friend 
of Chancellor Schmidt.  

• SOMALIA made an i nterna­
tional appeal on  M arch 8 for near­
ly half a mil l ion tons of  food to 
meet projected shortfalls for 1 98 1  
i n  that drought-stricken country. 
Omar Giama, deputy minister of  
national  planning,  told diplomats 
and foreign aid officials that "al­
ready the stocks o f  certain essential 
food commodities have a reserve 
numbered in days . "  He stated that 
a continued lack of rain or an in­
crease i n  the flow of  refugees from 
Ethiopia would worsen what he 
said was an already critical condi­
tio n .  

• TUDEH, Iran's  communist 
party, is  currently working with 
the right-wing fun damentalist Is- . 
lamic Republican Party to over­
throw social-democratic Prime 
M i nister Bani-Sadr . The Tudeh is  
a creation o f  Brit ish intelligence's  
Arab B ureau chief St . -John Phil­
by, the father of  KGB Gen . K i m  
Philby, w h o  maintains  contact 
with his father' s 1 920s creation .  
Bani-Sadr has denounced the  alli­
ance between the "Soviet agents" 
and the I RP. 
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Fusion, NASA cuts spark 
urgent 'science alert' 
by Marsha Freeman 

If the Congress of the Uni ted States does not reverse the 
severe science and energy budget cuts proposed by the 
Reagan admin istration for the fi scal year 1 982  budget , 
the nation ' s  frontier research and development programs 
wil l be gutted and directed American science education 
all but d ismantled . 

As released on March 1 0 , the Office of Management 
and Budget i s  proposing $604 mi l l ion in  cuts in  next 
year's budget for the National Aeronautics and Space 
Administration ;  a $65 mi l l ion cut , about 20 percent, i n  
the  proposed funding for the  magnetic fus ion effort of  
the Department of Energy-repudiating the Fus ion En­
ergy Engineering Act of 1 980; and the e l imination of the 
science education directorate of the National Science 
Foundation .  

G iven the  relationship of basic science, R&D,  and 
forced-march technological development to cost-cheap­
ening advances in  industria l  and agr icultural productiv­
ity throughout the economy-a relationship wel l  docu­
mented during the NASA moonshot program and the 
Manhattan Project-the science cuts would mean a po­
tential d i saster for U . S .  economic performance. 

The proposed cuts have already stirred opposition in  
Congress and the scientific community .  The Fusion En­
ergy Foundation, a 1 5 ,000-member organization whose 
educational efforts were widely credited with shaping the 
cl imate for passage of the Fusion Engineering Act, has 
declared a "national science alert" of its 1 5 ,000 members, 
and issued a statement March 3 denouncing the cuts in 
the sharpest term s .  "The Soviet Union ,  at last week ' s  
Party Congress, took a five-year science strategy com-
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p letely opposite . . .  resolv ing to rapid ly expand its space 
exp loration ,  its fus ion power program,  and widen its 
growing lead over the United States in  science man­
power ,"  the Fus ion Energy Foundation pointed out in 
i ts alert .  

In at least two aspects of  the budget proposals ,  the 
budget-ba lancers at the O M B  are v io lating the law.  The 
Fusion Engineering Act, passed by an overwhelm ing 
majority of the House and Senate last fal l  and s igned into 
law by President Carter on Oct. 7 ,  1 980, requires the DOE 
to pursue a 20-year fusion effort, inc luding the operation 
of a Fusion Engineering Device by 1 990. The act author­
izes a 25  percent increase i n  the 1 982  budget, to a level of 
$525 mi l l i on ,  and a doubl ing of the budget, in real 
do l lars ,  within the next seven years .  

In test imony in  the H ouse and Senate over the past 
two weeks ,  DOE representative Dr. N. Douglas Pewi tt 
repeated ly stated that "this  administrat ion is not going 
to commit" itself to the engineering device and that 
another review of  the fus ion program would take pl ace­
despite two recent reviews of the program by the DOE 
and Congress which have concurred that the program is 
ready for ful l-scale development .  

Pewitt ,  a Carter holdover and former official at the 
O M B, descri bed the fus ion bi l l  as a "permiss ive piece of 
legis lation" during congress ional  hearings and stated 
that he has tried to exp la in to Energy Secretary James 
Edwards, who has pub l icly urged an accelerated fusion 
effort, that fus ion wil l  take longer than he th inks !  

Pewitt stated before the H ouse Subcommittee on 
Appropriat ions that there "is no need for a crash pro-

EIR March 24, 1 98 1  



gram in fusion because we have so many other energy 
sources ," and that "crash programs waste a lot of mon­
ey ." 

At the official  DOE budget briefing M arch 1 0 , Ray 
Romatowsk i ,  act ing undersecretary of  the DOE,  i'e­
sponded to my question  on the DOE's  stated attempt to 
disobey the law by stating that "a lot of legis lat ion has 
been passed by Congress in  the last few years and some 
of those statutes are incompat ib le with our  budget re­
quests . We wi l l  recommend changes in the statutes dur­
ing 1 982 . "  

The goals of  the  Fusion Ac t  were strongly supported 
on Capitol H i l l  because Congress recognized fus ion as a 
crit ical ,  un l im ited , safe,  clean energy source needed as 
soon as poss ib le to meet the world 's  energy needs.  The 
move to junk the law i s  not s i tt ing wel l  with legi s lators . 

Congressional objections 
Representative Barry Goldwater, Jr. ( R-Cal if. )  on 

the House Science and Technology Comm ittee remind­
ed Pewitt that the com mercia l  development of fus ion 
would cost  $2 b i l l ion more in  rea l  do l lars i f  the program 
were stretched out .  Representative M anuel Lujan (R­
N . M . ) asked Pewitt i f  he cou ld t ry  to "force h imse lf '  to  
take the  additional  money for fus ion that  the  O M B  
wanted to give the program .  

Senator M ark Hatfield ( R-Ore . ) ,  the  chairman of  
the Energy and  Water Development subcommittee for 
Senate Appropriations quizzed Pewitt during hearings 
on March 4 .  " Last year you indicated a change in 
di rection for the fusion program from basic research 
toward engineering development .  There was a compre­
hensive program review by a scientific group headed by 
Dr.  Sol Buchsbaum of Bel l  Labs. The conclus ion was 
that the program is ready for engineeri ng and the 
in i tiat ion of a Fusion Engineering Device.  Do the 
administrat ion ' s  views concur with the Buchsbaum re­
port? I assume you represent the admin istrat ion ' s  
views ."  

Pewitt said he did not disagree with the  technical  
eval uation ,  but that no commitment would be made to 
bui ld a Fusion Engineering Device. H atfie ld stated for 
the record that "at a press conference on Feb.  26 ,  DOE 
Secretary Edwards indicated strong support for fus ion 
and asked a rhetorical quest ion ,  'Why haven ' t  we moved 
faster?' How does that square with your statements 
before the House Science and Techno logy Committee 
on not contin uing on with the FED?" Pewitt ,  somewhat 
rattled, answered that he tr ied to expla in to the secretary 
that fusion would take longer than he thought ! 

Senator Harrison Schmitt ( R-N . M . ) ,  a lso on  the 
subcommittee, stated he was "very bu l l ish on  fus ion" 
and that  he hoped the  momentum sould be maintained 
to "sustain the motivation of  young people" to go into 
fusion research and development . 

The most outspoken statements on  the fus ion pro-

EIR M arch 24, 1 98 1  

gram came the fo l lowing day at the approprIat IOns 
hearings on  the H ouse s ide,  where Rep . John T .  Myers 
(R - Ind . )  asked Pewitt point  b lank to provide the com­
mittee a wri tten statement from the secretary ' s  office 
sayi ng the DOE was not going to obey the law .  " Even 
the President can be wrong," Myers emphasized . "Just 
because I voted for h im doesn ' t  mean I wi l l  march in 
lock step with everything the Pres ident says . "  

During cross-examinat ion from Congresswoman 
Boggs (D-La . ) ,  Pewitt  revealed that important fusion 
experiments are s lated for extinct ion i n  the proposed 
budget, inc lud ing the shutdown of  the world ' s  pace­
setting tokamak experiment ,  the Princeton Large Torus . 
Scientists in the fus ion commun ity have been shocked 
by those who pretend that there is  no  internat ional  
consensus to go ahead with fus ion development .  

The O M B  was no  more warmly received by the 
Congress in  i ts attempt to dec imate the NASA space 
programs .  The s lated 1 0  percent cut of $604 mi l l ion  
would delete the I nternationa l  Solar Po lar  M ission ,  a 
j o int  project with the European Space Agency ( ESA) .  
In  additi on ,  the Ga l i leo m i ss ion to Jupiter, the Gamma 
Ray Observatory, and other  crit ical space science pro­
grams wil l be deferred . F l ights of  the European Space­
lab flown on the U . S .  space shutt le would be curtai led.  

Gutting space science 
In test imony on the N A SA budget, Mr .  E. Quist­

gaard , d i rector-general of ESA,  stated that "the govern­
ments of the eleven member states of  ESA and ESA 
itse l f  have voiced strong o bjections  to" the un i lateral 
withdrawal of the U . S .  from the Solar Polar M iss ion ,  
with protests going a l l  the way to Secretary of  State 
H aig .  

Quistgaard reminded the Congress that  ESA has  
spent  $ 1 . 2 b i l l i on  in  cooperative proj ects wi th  the 
U n ited States over the past 1 0  years , and  that hundreds 
of mi l l ions  w i l l  be l ost i f  these projects are deferred or 
canceled . 

Subcommittee Chairman Rep . Ronnie  Fl ippo (0-
La . )  asked the ESA representative i f  there was a Euro­
pean fal l back posit ion on  the Solar Polar M iss ion ,  in 
which the U . S .  was supposed to bui ld one of  two 
spacecraft, and M r .  Q uis tgaard stated that the on ly 
fal lback was to cancel the miss ion . 

The d isappointment i n  the Congress was summed 
up by Congressman Nelson ,  who joined the NASA 
hearings la te ,  hav ing j ust come from a meet ing of  the 
House Budget Comm ittee. 

"The Budget Comm ittee i s  trying to puts the cuts i n  
areas that won ' t  be counterproductive," he  stated . "The 
NASA programs have s ignificant merit that should not 
suffer these cuts . There i s  a ray of  hope.  We don't want 
to penal ize the parts of  the budget that help producti vity 
. " l ike NASA,  that s t imulate high techno logy, and 
i ncrease the productivity of  the n at iona l  economy . "  
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Henry Kissinger retools Global 2000 
as U.S.  national security doctrine 
by Lonnie Wolfe 

Henry Kissinger wi l l  supervise a rewriting of  the Carter 
administration ' s  Global 2000 Report in order to sel l  it to 
the Reagan White H ouse and the American publ ic as 
"national security doctrine ," according to a source close 
to the former secretary of  state at Georgetown U niversi­
ty' s Center for Strategic and In ternational  Studies 
(CSIS) .  The Global 2000 doctrine would commit the 
United States to a pol icy of reducing the world ' s  popu­
lation ,  as EI R has reported, by some 2 bil l ion people in 
the next two decades :  extermination on a scale a hundred 
times that of  the Nazi s .  

According to  the  CS IS  source, the  decision to rewrite 
the report only m onths after it was released and endorsed 
by the Carter State Department came about because "the 
[Reagan ]  White House is beginning to get the idea that 
Global 2000 is some kind of  one-world environmentalist 
conspiracy manufactured by Carter administration hold­
overs . "  Reagan's  electoral base "do [es] not support pop­
ulation control" either. But it could be put over as 
necessary and inevitable ,  the source indicated, provided 
that a flag-waving campaign is mounted under Henry 
Kissinger to convince the President that Global  2000 is  
the way to safeguard U . S .  national  security. The environ­
mentalist echelons represented by Mike K itch of Zero 
Population Growth , I nc .  and Cynthia Green of  the Pop­
ulation Crisis Committee are themselves a lready private­
ly circulating the formula that Globa l  2000 can m ost 
readi ly be presented as a national security proposition .  

George Fauriol ,  these sources report, is the  man 
Kiss inger wi l l  assign to conduct the recasting of the 
Global 2000 documents. While K issinger and his  con­
trollers want to distance themselves from the environ­
mentalists ,  they wi l l  work closely, as i s  their custom ,  with 
the top- level leadership of such groups ,  including the 
Committee for the Year 2000, formed last summer to try 
to ensure that Carter administration doctrine would be 
carried out no matter who won the 1 980 election .  Mem­
bers of the committee include: 

• Russell Train,  former head of the federal Environ­
mental Protection Agency and current head of  the U . S .  
chapter of the World Wildl ife Fund . 

• Cyrus Vance, who helped ini tiate the G lobal 2000 
project in 1 977 . 

• Elliot R ichardson, former ambassador to the Court 
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of St .  James,  who mos t  recently negotiated the  Law of 
the Sea treaty under United Nat ions auspices, along 
Global 2000 resource-control l ines .  

• Robert O .  Anderson,  chairman of the Atlantic Rich­
fie ld oi l  major, whose Aspen In stitute has funded and 
deployed m uch of internat ional  environmentalism and 
terrorism . 

• Walter Cronkite, the avuncular newscaster who put 
environmental ism into media respectabi l i ty on network 
televis ion a dozen years ago . 

Weinberger and Taylor 
The Kiss inger-Fauriol  rewrite, wh ich wil l  reportedly 

take up to s ix months ,  i s  supposed to proceed along the 
fo l lowing l ines, sources at Georgetown report :  "There 
cannot be a geopol itical doctrine that is  not a demo­
graphic doctrine . . . . We can count the number o/people 

who will die . but it is not in our po wer or in our interests 

to stop it . " Meanwhile ,  Defense Secretary Caspar Wein­
berger ,  the U . S .  delegation chief to the Club of  Rome' s 
1 974 World Population Conference and an advocate of 
zero popUlation growth ,  is "redefining U . S .  strategic 
doctrine to deal with the population cris is ," a source 
reported . A lready, the shift in deployment into l im ited 
wars wiping out h uge masses of civi l ians is incorporated 
in the Weinberger defense budget proposals ,  masked as 
a new anti-Soviet capabil ity . 

The Population Cris is Committee is circulating a 
paper drafted by one of  its board members, General 
( Ret . )  Maxwell  Taylor ,  the Kennedy-Johnson architect , 
along with the World Bank' s Robert McNamara, of  the 
Vietnam War.  The paper contains a hit l ist of  countries 
where "unchecked popUlation" will supposedly produce 
internal crises leading to drastic population reductions . 
The countries include Mexico, I ndia ,  Pakistan, Nigeria ,  
I ran ,  Egypt,  Bol iv ia ,  Indonesia,  Morocco , and most  of 
Central America . Each of  them contains either a vital 
strategic resource, says the paper, or has a location vital 
to U . S .  security interests .  The impl ication is that 
"check ing" the popUlation is essentia l  to guaranteeing 
reso urces and pol it ical stabi l ity . 

Global 2000 spokesmen ' s  comments to independent 
investigative j ourna l ists are presented below, fo l lowed 
by a report on Global 2000's  efforts in Congress .  
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Documentation 

What Georgetown says 

The following interview with a Georgetown University 

source close to Henry Kissinger took place on March 9. 

Q :  How is the new administration responding to the 
increasing prominence of the Global 2000 report? 
A: There is a general consensus that the issues raised by 
Global 2000 represent the policy direction  the U . S .  has 
to take.  The problem is  that the way things have been 
presented so far makes these issues-population contro l ,  
strategic resources, food contro l ,  water control-seem 
like the property of the environmentalists and the popu­
lat ion control people . 

We are in danger of braking the momentum created 
by the report, and getting s idetracked into quibbl ing.  
The whole process can break up.  We could have a 
piecemeal po licy approach . This is not what anybody 
wants, but it could happen . 

I don't think the White House wi l l  p ush the report 
hard enough to get the kind of action we need . They are 
beginning to think it's some kind of one-world environ­
mental ist conspiracy manufactured by Carter holdover 
types . 

Q :  That seems l ike a serious obstacle. 
A: We have to repackage the same ideas .  The only way 
this will fly is as national security doctrine .  Population 
control is a national security issue, not a humanitarian 
one, not an environmental issue.  What we are going to 
do is what Kissinger and others have suggested . We' l l  
take the Global  2000 report and go through i t  point by 
point, and deal with each question as national security. 
Once we have a product, we can move it through a 
network in the administration ,  and set up a new outside 
task force. This wi l l  put things into another orbit ;  we can 
mobil ize the whole national security com munity .  

Q: Can you be more specific? 
A: M any people, including H enry Kiss inger and myself, 
think not much can be done in the short run .  Some 
people wil l  die, hundreds of m il l ions maybe, because 
people didn't  do their demographic homework .  

There cannot be a geopolitical doctrine that  is  not  a 
demographic doctrine. Right now we are forced into 
becoming damage officers of sorts . 

Q :  You mean tri age? 
A: No, I mean that we can determine how many people 
will die, but it is not in our  power, or in our interest, 
necessarily, to stop it .  We can make difficult but critical 

EIR M arch 24, 1 98 1  

decis ions now about preventing things from being worse 
later down the l ine .  

Q:  But  how does this  relate to nat ional  security i n  terms 
most A mericans could understand? 
A :  There is a connection between current plans for a 
strategic redefinit ion and the population cris i s .  De facto,  
by emphasizing the RDF [Rapid Deployment Force] 
and so forth,  we are acknowledging that population 
problems in  the developing sector wil l  become political 
and m ilitary questions i n  short order.  The problem is  
that in  al l  but a few cases ,  the ind ividuals involved with 
shaping po licy do not see this as the cause .  

Weinberger i s  d ifferent, I th ink ;  he has been directly 
aware of populat ion problems .  The simple fact i s  that the 
policy i s  a direct response to population problems .  That 
is  why we're talk ing about brushfire wars .  Some people 
confuse the ideas by believing we're dealing with East­
West problems .  You can say that to sell the idea, but it 
isn't really the case . This i s  a North-South issue .  We have 
to clearly explain the relationship between security, pop­
u lation ,  and reso urce control ;  that is  the new geopolit ics .  

Q: After you 've redrafted the point-by-point national 
security vers ion of  2000, then what? 
A: It won't  be easy, but we wi l l  start a new sel l ing job to 
the administration and the Hi l l .  Vance and [Russell ] 
Train moved too fast and didn't distance themselves 
from the environmental ists .  The idea i s  not to make these 
ideas the possession of  any one group, especially one that 
i s  not well received in  the White House.  

Q: What does Haig think? 
A: He has been briefed,  and i s  certainly not negative. 
Caspar Weinberger is  on board . So is Jim Buckley. H aig 
may downgrade the Oceans B ureau [under which the 
Office of  Population A ffairs  i s  grouped] ,  but they didn' t  
have m uch clout anyhow . They d id a great deal  for 
Global 2000, but now it has to be kicked upstairs to a 
more national security-oriented arena l ike I&R [the in­
telligence and research divis ion of  the State Department] 
or Political and M i litary Affairs [under former New York 

Times correspondent Richard Burt ,  a K iss inger l iaison ] . 

What Maxwell Taylor says 

Retired General Max well Taylor 's military methods were 

displayed during his tenure as overseer of the U. S. military 

involvement in Vietnam , where he carried out the "body 

coun t "  concept .  

General Taylor has been deeply involved in population 

control and in the 1 960s helped organize the Population 

Crisis Committee. Before being named Special Military 

Representative bv President John F. Kennedy,  he was the 
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president of Lincoln Center for the Performing A rts in 

New York . 

In a recent interview made available to E I R ,  General 

Taylor elaborated on his views: 

Q :  In your recent Washington Post article, you ta lk of 
the need to or ient  toward security threats outs ide tradi­
t ional areas o f  concern .  
A :  There i s  a much lower chance of  war breaking out i n  
Central Europe at th i s  t ime .  The  m ain  threats w i l l  come 
in  the Third World,  with western Africa and Southeast 
Asia being particular ly l ikely to explode.  One of  our 
problems is  that the army and the other services sti l l  tend 
to th ink about refighting World War I I ,  whereas the real 
situation i s  quite d i fferent .  That's why I ' m  advocating a 
thorough merger of mi l i tary and foreign pol icy .  

Q: Why do you think the Third World wi l l  be the major  
focus of instabi l i ty? 
A: One of the key reasons is excessive populat ion growth 
i n  these areas . The world has gotten i tse lf i n  the posit ion 
where it 's i n  for terrible problems .  There are disastrous 
condit ions i n  some of  the smal ler Third World countries, 
where the governments are weak and resources are van­
ishing. 

Q: Why can't  the U . S .  and other i ndustr ia l ized nat ions 
he lp amel iorate these condit ions? 
A :  Self- interest ! We can't  help everyone !  There' s no 
guarantee we' l l  be ab le  to feed ourselves 10  or  20 years 
from now, much less other countries .  What we must do is 
identify those countries that contain special  resources 
vital to us and extend them some k ind  of protection .  We 
should sign special economic treaties that would st ipulate 
that we would provide certain kinds of a id  i n  exchange 
for a guaranteed share of the resources we need . We have 
to have b inding, long-term agreements of this k ind .  As 
for the other countries, wel l ,  what can I say? They ' l l  have 
to fend for themselves . 

Q :  S ince you see overpopulat ion leading to war,  do you 
see war as a form of population control? 
A :  That's not  a very del icate way of putt ing it . . .  but i n  
effect i t ' s  true . As these devastated countries begin to  
overrun thei r borders desperately trying to seek food,  
war wi l l  clearly ensue, and people w i l l  be k i l l ing each 
other en masse for access to food suppl ies .  We certa in ly 
can' t  permit  people to overrun our border . . . .  J ust look 
at Mexico . M i l l ions of  immigrants have entered our 
country i l legal ly ,  a l though,  of  course, we haven ' t  had a 
war with M exico . Bangladesh is another example .  M ass­
es of people fled into I ndia during the war there. 

Q: Are you fami l iar  with the Global 2000 Report . and if  
so, what do you th ink  of it? 
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A: Certainly I' m aware o f  i t .  I t 's  a very thoughtfu l  book 
and wel l  worth study.  

Q: Could you elaborate on your contention that mi l i tary 
and foreign pol icy should be merged? 
A: We st i l l  t h ink  of mi l i tary pol icy as war, and somehow 
d ifferent from foreign pol icy .  This i s  enti rely wrong .  
C lausewitz was r ight  on target when he said that war is  
s imply a cont in uation of foreign pol icy by other means .  
We m ust close the  gap  between mi l i tary and  foreign 
pol icy,  and I have hopes that this admin istration wi l l  
accompl i sh that .  

Q:  Do you th ink Secretary of State H aig shares your 
v iews on this? 
A :  I ' ve been personal ly  close to H aig for a long t ime .  I n  
fact, I gave h im h i s  d ip loma a t  West Point ,  I certain ly 
hope he shares my v iews . 

What the PCC's Green says 
The following interview with Cynthia Green. provided by 

an independent journalist .  took place March 9 .  Green is a 

spokesman for the Population Crisis Committee. and a 

former planner for Zero Population Growth . Inc. 

Q: In your view, how does the populat ion question 
relate to foreign po licy? 
A :  We have been saying for some t ime that the popUla­
t ion cris is would create ser ious national security prob­
lems for the U . S .  and the West .  The i nstabi l ity we see in 
p laces l ike E l  Sa lvador can in  a large way be traced to 
fai lures of populat ion po licy . . . .  Look at the teeming 
c i t ies  of  the Thi rd World and the s lums i n  I ta ly .  The 
demographic profi les of  these countries are horrendous . 
M ore than ha l f  their populat ions ,  in some cases, are 
below the age of 20. This  means you have id le  youth a l l  
over  the Th i rd  Wor ld wait ing to be turned into terrorists 
and revol ut ionaries . The U . S .  defense budget has to be 
geared to deal  with these problems,  and that i s  what 
Weinberger seems to be doing .  

We are facing some very d i fficul t  foreign pol icy 
choices . We face the necessity for reducing population 
one way or another . There are humane ways to do it ,  
through birth control or  steri l izat ion .  When those things 
fai l ,  there are inhumane ways . The humane ways very 
l ikely w i l l  not  be enough . . . .  

These next 1 0  years are crucia l .  We can keep popUla­
tion down i f  we take advantage of natural calamities and 
wars . Even i f  they wipe out mi l l ions  i t  wil l  not  be enough 
i f  we don' t  prevent them from ris ing aga in .  I t  wi l l  be hard 
to make people to lerate this ,  but  they real ly won't have a 
choice.  
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Congressmen plan hearings to 
impose population control 
by Lonnie Wolfe 

The Congress of the United States wi l l  soon hold hear­
ings-un less they are stopped-on legis lat ion that would 
make zero growth of the American populat ion into the 
goal  of  domestic pol icy .  The sponsors of the Populat ion 
Policy Act of 1 98 1  acknowledge that their primary con­
cern is not the passage of their bi l l ,  but  the use of the 
congressional hearings to induce Americans to accept a 
pol icy of populat ion reduction-by any means necessary . 

Sponsored by Rep . R ichard Otti nger of New York ,  
the Popu lation Act cal ls  for the United States to commit  
itself to "zero populat ion growth . "  The b i l l  i s  now 
scheduled for hearings i n  Apri l before the Subcommittee 
of Census and Populat ion of the House Post Office and 
Civ i l  Service Committee. 

The b i l l  calls for the creat ion 
of an Office of  Populat ion Pol icy 
within the Executive Office of the 
President .  I t  states that its purpose 
is  to "declare a national pol icy of 
coordinated p lann ing fo r the na­
t ion ' s  populat ion change and to 
estab l i sh a goal of  eventual  popu­

lation stabi l ization in the Un ited States as the keystone 
of population pol icy ."  

States M i ke Kitch of Zero Populat ion Growth, I nc . ,  
one  of the  private organizations  pushing the  b i l l :  "We 
have to make people accept some difficult  cho ices as 
inevitable .  Global  2000 says that i f  they want the good 
l i fe, we are going to have fewer people a l ive i n  the year 
2000 than anyone dreamed possib le ."  

The Washington nerve center 
The Ottinger bill was prepared in  consultat ion with 

the State Department, formulators of the Global 2000 
policy report and its implementation  p lan ,  A Global 

Future. Time to Act .  The functioning machine that exists 
within the U . S .  government that has been quietly carry­
i ng out the Global  2000 mass-murder pol icy has i t s  nerve 
center in  the State Department' s Bureau of Oceans ,  
I nternational Environmental and Scient ific Affairs .  
Within the bureau ,  which was set up by Henry Kiss inger 
in  1 975 ,  i s  the Office of Population  Affairs (OPA) .  "The 
quickest way to reduce populat ion is  thro ugh famine ,  
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l ike  i n  Africa, or  di sease, l ike the B lack Death ,"  said 
Thomas Ferguson of the OPA this month .  

The Otti nger b i l l  would upgrade this bureaucracy, 
and expand its purview to the U nited States . H R  907 
speci fica l ly charges the new Office of Popu lat ion Affairs 
with respons ib i l i ty for updating the Global 2000 report 
and recommending pol icy to force global populat ion 
stabi l ization . 

Richard Ottinger, a self-professed l iberal and envi­
ronmental ist , has been described by David Barnhizer of 
the N atural  Resources Defense Counci l  as "one of our 
key assets in  the U . S .  Congress . "  Barnhizer i s  an aide to 
Russel l  Tra in ,  former head of the U . S .  Environmental  
Protect ion Agency and the U . S .  di rector of the World 
Wi ld l i fe Fund,  an agency that incl udes Prince Bernhard 
of the Netherlands and Prince Phi l ip of Great Brita in 
and other mem bers of the European nobi l i ty .  Barnhizer 
is the executive d irector of the U . S . -based Committee 
for the Year 2000, a group founded to make sure that 
Global  2000 i s  imp lemented . I ts  members i nclude Train , 
former Secretary of State Cyrus Vance ,  former U . S .  
Am bassador t o  Britain El l iot  Richardson ,  a n d  Arco 
chairman Robert O .  Anderson . 

Another associate of Barnhizer, Donald Lesh ,  the 
U . S .  di rector  of the Club of Rome, a lso cal led Ottinger 
"an important asset . "  Lesh, a former Nat iona l  Security 
Counci l  staffer under Henry Ki ssinger, worked with 
Barnhizer in  putting together a grouping of environ­
mental and popUlat ion groups tentatively cal led the 
"Ci tizens '  Committee for Globa l  2000. "  

A mong the leaders of th is  group i s  R o y  Morgan of  
Zero PopUlat ion Growth, Inc . , an outfit  supported by  
former Attorney General and Khomeini  backer Ramsey 
Clark .  ZPG helped Ott inger' s staff draft H R  907 . 

'Making our work easier ' 
As Barnh izer told a reporter recent ly ,  "We would 

l ike to get  th i s  b i l l  passed . But i f  we don' t ,  we want to 
guarantee that it provides us with a forum to bring the 
Global 2000 ideas before the American publ ic ."  The 
people in  the State Department who are carry ing out 
pol icies of p lanned genocide against targeted popUla­
t ions ,  as in  EI Salvador,  say that such discussion "makes 
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our work a l i tt le easier . . .  less out of left field ,  so to 
spea k . "  

Three days after t h e  b i l l  was in troduced, th i s  net­
work provided Otti nger, a member of ZPG's  board o f  
advisers , with a podium .  The  congressman to l d  a lead­
ership conference sponsored by the Audubon Society 
that Globa l  2000 "reminds us of the sca l e  and urgency 
of the problems we have created for ourselves . . . .  N o  
problem is  more fundamental  than t h e  cont in uing 
growth of the world 's  population .  As the comic str ip 
character Pogo once sa id ,  'We have met the enemy and 
he is us . '  The G loba l  2000 report sees our swel l ing  
num bers as an acce lerati ng,  vicious spira l , one wh ich  
depletes our resources and  corrodes the environment at  
a rate wh ich i s  endangering the complex and fragi le  
systems on which l i fe itsel f depen ds . "  The conference 
ca l led for fu l l  backing of Globa l  2000 and H R  907 . 

Ottinger and h i s  backers have made several  efforts 
to pass s imi lar  legis lat ion . In the past ,  the b i l l  was k i l led 
each t ime by Rep .  Jack Brooks ,  the Texan who heads 
the govern ment Operations  Committee . 

But th is  year , Ottinger' s office 
cleverly decided to introduce the 
leg i s lat ion as a r ider on a census­
related b i l l ,  steering i t  away from 
Brooks ' s  wastebasket .  

I t  has found favorable hear­
ing with populat ion subcomm it­
tee chairman Robert Garcia of 

the South Bronx, who is a co-sponsor .  He p lans  to use 
the Ott inger b i l l  to hold hearings on the G loba l  2000 

report i tse lf. 
Li beral Republ ican Pete McCloskey of Ca l i fornia ,  i s  

a l so  a co-sponsor of  the bi l l .  McCloskey to ld a reporter 
that he wanted to make sure that Congress debates the 
Globa l  2000 issues . McCloskey is the co-chairman of 
the Congress iona l  Environmental  Study Conference 
(see EIR , March 3 ) .  

Liberal  congressman James 
Scheuer of New York presented 
the new rat ionale for Globa l  2000 
at hearings Feb . 27 of the Sub­
committee on I n ternat ional  Eco­
nomic Pol icy of the Senate For­
eign Re lat ions Committee . 
Scheuer to ld Senators C harles 

M athias ,  the Republ ican committee chairman from 
M ary land ,  and Chris Dodd, the freshman Democrat 
from Connecticut, both supporters of the G loba l  2000 
report, that the most vita l  strategic question facing the 
Un ited States is "global overpopulation . "  

Scheuer served on the  speci a l  Pres ident ia l  Comm is­
s ion on Pop ulat ion and the American Future estab­
l i shed by Pres ident N ixon in 1 969 . That commiss ion ,  
headed by populat ion reduction advocate Laurence 
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Rockefe l ler ,  reached the conclus ion that "popUlation 
growth must no longer be seen as a measure of this 
nat ion 's  progress" and cal led for "zero populat ion 
growth . "  At the hearings ,  the New York congressman 
ca l led for an  end to l arge-scale economic development .  

There i s  an  understandable  rel uctance on the part of 
the backers of Global 2000 to come right out i n  publ ic 
and say that  they are proposing po licies that  wi l l  k i l l­
by one means  or  another-more than 2 b i l l ion  people .  

The idea  i s  to "soft-peda l"  the po l icy, sa id  a spokes­
man for the Brandt Com miss ion- l inked Overseas Devel­
opment Counci l .  " I t  gets problem atic to say that you 
can ' t  improve the human condition . It i s  embarrassing 
to say that  you can ' t  h ave improved health care and 
morta l i ty because we have too many peop l e . "  

Documentation 

From Richard Ottinger 
From an interview by E I R 's Barbara Dreyfuss with Rep. 

Richard Ottinger ( D-N. Y. ) on March 1 2 .  

E I R : What i s  you r  concern about overpopulat ion? 
Ottinger : The govern ment is ignoring popu lat ion in  
making pol icy .  There are  huge effects on programs, 
financing schools without adequate students,  bu i lding 

hospi ta l s  i n  a reas that  a re los ing popu lat ions ;  these are 
wastefu l .  Everyone shou ld  have a populat ion pol icy .  We 
are funding foreign countries to stabi l ize their popula­
t ions ,  but we don' t  . . . .  

We have a h uge problem with immigration ,  Mexican 
immigrants . Then we run into the problem of refugess, 
Cubans ,  H ai t ians ,  I ndones ians .  There is  a tremendous 
problem serving the number of people coming here .  It 
wi l l  be more serious as we ignore other countries,  and 
stop our a id  and internationa l  assistance; then people 
wi l l  want to come here . If Reagan does what he  says on 
food stamps, then we wil l  have large immigration from 
Puerto Rico . I t  i s  much cheaper to continue food stamps 
to Puerto Rico than have half a mi l l ion more Puerto 
Ricans in New York .  

E I R : Do you see  the overpopulat ion question as a na­
t iona l  security question? 
Ottinger : Sure i t  is .  We have a m uch greater demand on 
our food stocks and we wi l l  make God- l ike decis ions on 
who l i ves and who doesn ' t .  There i s  not enough food to 
feed everyone who i s  starving i n  Latin America, Africa, 
As ia .  We are going to have to decide i f  we let I mi l l ion 
Africans ,  or  As ians ,  or Lat in Americans d ie .  The situa­
t ion is not yet at  this point, but with the mult ip le prob-
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lems in the Third World it wi l l  become critica l .  I t  can 
happen anytime, i f  there is  a drought someplace or a 
weather condition .  As the price of o i l  escalates, the 
underdeveloped countries find i t  more and more d ifficult  
to grow their  own crops ,  especial ly as o i l -based ferti l izer 
and importing energy eat capital . 

The Reagan administrat ion answer to energy prob­
lems in  the Third World is  to send n uclear plants .  This i s  
interesting,  s ince there are not even electricity gr ids to 
use the electricity from nuclear plants .  But  i t  i s  a ser ious 
problem that can ' t  be ignored . . . .  

EIR : Wil l iam Paddock said in  a speech two weeks ago 
in Washington that it i s  better for Third World countries 
to have constantly changing governments ,  constant de­
stabil ization ,  and then the population problem wil l  be 
taken care of. How do you see it? 
Ottinger : Al l  k inds of th ings can happen ,  l i ke the civi l  
war in EI  Salvador can go i n  and wipe them out ,  and it  
wi l l  solve the populat ion problem . Argent ina ,  Chi le ,  
Brazi l ,  when you get a bad country-and we are backing 
anyone who says they are against  an upris ing-the com­
mun ists wi l l  take advantage of i t ,  and we wil l  be on the 
side of dictators,  and the populat ion problem wil l  be 
solved by war. I t  i s  a miserable way to do i t .  

EIR : What  are  the  prospects for your  b i l l  establ i sh ing 
an Office of Population Pol icy? 
Ottinger : Congressman Garcia has assured me that 
hearings wi l l  be held after the budget i s  fin i shed . 

Ottinger addresses ZPG 
From Rep. Richard Ottinger's statement last month in the 

Congress ional Record on H. R.  907: as reprinted in the 

ZPG Reporter, Vol. / 3 ,  No. I .  In January ,  Representative 

Ottinger received a special award from Zero Population 

Growth , Inc. 

Changes in the nat ion's  populat ion-whether they be 
in  ferti l ity, mortality, immigration ,  or distr ibution-af­
fect a l l  of us . . . .  I n  spite of th is ,  the federal government 
s imply does not have the capacity to p lan ahead for these 
changes and no systematic focus on them i s  presently 
required . This i s  the aim of H . R .  907 . . . .  

I n  1 938  . . .  the N at ional  Resources subcommittee on  
Population Prob lems recommended i n  i t s  report to Pres­
ident Roosevelt that . . .  transit ion from an i ncreasing to 
a stationary or decreasing population may on the whole 
be a benefi t  to the l i fe of the nat ion . . . .  

I n  1 972 ,  the Nat iona l  Commiss ion on Populat ion 
Growth and the A merican Future recommended that 
organization [a l ]  changes be undertaken to improve the 
federal government's capacity to develop and implement 
population-related programs . . . .  
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The President 's  Counci l  on  Environmental  Qual ity 
(CEQ) and the U . S .  Department of State last summer 
released the Global 2000 Report . . . .  I t  concluded that a 
cont inuation of present trends would lead to a world i n  
the  year 2000 tha t  wou ld  be "more crowded , more pol­
l uted, less stable ecological ly ,  and more vulnerable to 
disruption than the world we l i ve in now."  

The fol l owup report ,  Global Future: Time to  A ct ,  

released on Jan .  1 4 , proposed a series of  concerted ac­
t ions . . . .  To improve the U . S .  capabi l i ty to respond to 
g loba l  resource, environmental , and population  issues, 
the report recommended that the responsibi l i ty for de­
veloping and coordinating U . S .  pol icy on these issues be 
central ized i n  one agency, preferably i n  the Executive 
Office of the Presiden t .  . . .  H . R .  907 responds to these 
recommendations .  

M r .  Speaker . . .  according to a 1 976  Gal lup po l l ,  87  
percent of the publ ic  favor an end to U .S .  populat ion 
growth .  

Ignor ing populat ion growth and changes won ' t  stop 
them from reshaping our l ives and our chi ldren' s  fu­
tures . . . .  For example,  it is n onsensical to use taxpayers' 
money to  finance new school construction for commu­
nit ies which attention to demographics could have fore­
to ld would have excess faci l it ies . . . .  That i s  why I be lieve 
Congress m ust  act now to im prove our abi l i ty to forecast 
and respond to these changes . 

From a population defender 
E I R  recently interviewed Robert Sassone, director of the 

Life A mendment Political A ction Committee (LA PA C) ,  

and author of several books refuting overpopulation theory. 

EIR : What are your views on  Globa1 2000? 
Sassone : We have encouraged these populat ion people 
to substantiate thei r a l legat ion of the great need for 
l imit ing populations  and the a l l eged problems, and they 
have never done th i s .  

EIR : What do you th ink  of the Ottinger-Garcia b i l l  to 
set up a permanent Global 2000 agency to monitor 
success toward reducing world populat ion by 2 b i l l ion 
people? 
Sassone : I n  the House Select Committee on Populat ion ,  
[Ottinger] refused to admit  sufficient test imony from 
opponents, and was i nterested i n  creating pUblicity for 
h is  views .  We don ' t  fee l  the Ottinger b i l l  can pass .  We 
oppose i t ,  but i t  i s  not  our primary focus . . . .  I t 's  not  that 
serious-it looks l i ke it won't f ly and there are more 
important objectives . I f  i t  d id  look l i ke it was possible to 
pass i t ,  then we' d do someth ing .  

Primari ly ,  we're working toward the 1 982 elect ions .  
We select d istr icts l ike  that of Ottinger and decide wheth­
er to run agains t  them . LAPAC is  a l oosely organized 
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group and what we do is go into areas and educate 
existing groups .  We've been very successfu l .  On our 
Senate hit  l i s t  in 1 980, we were successfu l  in  n ine out of  
ten cases . 

EIR : Whom did you help to defeat? 

Sassone :  McGovern, Frank Church,  Senator Culver and 
Javits in  N ew York .  Our pr imary objective is passage of  
the  human l i fe amendment and reduction of  . . .  abor­
t ions .  The government has been acting as an agent of 
change in morality and of fami ly l i fe .  We are concerned 
with . . .  euthanas ia ,  but this i s  a lesser threat at present .  

EIR : On Feb. 1 7  LAPAC and others met with President 
Reagan and O M B  head Stockman .  Paul Brown of  LA­
PAC, presented a White Paper out l in ing poss ible b udget 
cuts targeting populat ion contro l ,  i nc luding the Ott inger 
b i l l .  
Sassone : Brown gave them a paper suggesting several 
things ,  primari ly Planned Parenthood and Congress ,  
they are our h i t  l i s t .  . . .  

EIR : What is  your evaluat ion of the M althus ian advo­
cates? 
Sassone : The thing with advocates l ike  Ottinger is  that 
they'd support reducing world populat ion no matter 
what the populat ion actual ly is . The whole popu lat ion at 
present can be supported at better than American stand­
ards.  The question is whether we see man as an animal or  
not-the populat ion people see men as animals  and they 
support k i l l i ng people l ike catt le .  

When people see EI Salvador as accompl ishing reduc­
t ion by k i l l i ng people, this  i s  based on  the fact they see 
men as animals .  There are severa l  hundred mi l l ion  mal ­
nourished i n  the world .  We can feed them by helping 
them to grow food .  The opponents say we've lost the 
batt le and the populat ion has to be cut . This i s  a regres­
sive approach, opposed to people and progress . 

EIR : How do you feel about technology export? 
Sassone : I 'm  talk ing about sel l ing or giving techn ology 
away, or merchandis ing i t  i n  places that are too poor to 
buy i t .  For example . . .  you can e l iminate ma lnutrit ion 
in  the world by s imply producing 10 m i l lion  radios­
simple radios with a stat ionary frequency-you could 
provide weather predict ions ,  when the monsoon is  com­
ing . You can , with sate l l i te broadcasts, s tart  to bas ical ly 
educate them . You can indicate step one,  step two . . . .  
Egypt i s  considered underdeveloped, yet they grow 1 0  
times per acre more than Ind ia .  

EIR : The d ifficul ty in  I ndia is  i rrigation .  
Sassone : We cou ld  educate them about  the  effects of  
tube  well s ,  they've got  enormous amounts of  under­
ground water that can be tapped . I 'm  not saying the U . S .  
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should go aro und bu i ld ing Aswan dams . . .  but the 
Aswan dam i n  Egypt . . .  has proven tremendously suc­
cessfu l .  In Ind ia  you have a system very s imi lar .  The 
Hima layas can be drained, they have plenty of water for 
irr igation .  They can be educated for better use of ferti l ­
izers . . . .  We could double or  trip le food production in 
Ind ia .  

EIR : The M exican government is  i nterested i n  arrang­
ing techno logy transfers for o i l .  What are your views? 
Sassone : We should encourage them . I f  they can e l imi­
nate starvation ,  I 'd cooperate. I 'm not saying you can 
necessari ly send the most  advanced plow or combine,  i t  
m ight to better to start  with s impler p lows . . . .  We start 
by analyzing what can best be used . 

EIR : Do you th ink  budget cuts wi l l  h i t  the indicated 
p lanned parenthood and o ther p rograms? 
Sassone : I don ' t  know yet . Globa l  2000 i s  dead .  The only 
way they'd get i t  through now i s  by sneaking i t  through 
Congress .  They've got to d i sguise i t .  A lot  o f  the k i l l ing 
programs were gotten through this  way by disguis ing 
them in  vague sounding l anguage. 

From the Washington Post 
From an editorial in the March 8 issue of the Washington 
Post, t itled "A nti-A bortion Goes International": 

That foes of abortion would be finding comfort, and 
po licy- level jobs, i n  the Reagan administration was per­
haps predictable  . . . .  What was not so widely expected, 
however, was that ant i -abortion ists would start going 
i nternationa l-to impress thei r point  of  view upon the 
extensive fami ly-plann ing programs that the Uni ted 
States conducts and supports abroad . 

I t  i sn ' t  yet clear whether anti-abort ionists can m uster 
the strength,  e i ther in the administration  or i n  Congress, 
to achieve any substant ia l  part of what is  for some of  
them their maximum objective. This would entai l  remov­
i ng the United States not on ly from programs that 
"promote" abortion but  a lso from fami ly  p lann ing, con­
traceptive programs and populat ion control efforts over­
a l l . I t  is clear that a guerri l l a  war has been begun and,  
further, that many of those fighting i t  are terribly con­
fused . . . .  

There i s  a view on the fringe that the "populat ion 
cris is" i s  the art ificia l  creation  of stat ists and p lanners 
and that there is  no real squeeze of people on resources 
anywhere. But  it is on ly a view on the fringe . . . .  It would 
be a genuine calamity for American interests i f  the new 
admini stration were to be -mis led or in t imidated i nto 
turning away from requests by other nat ions to help 
them deal with w hat they ident ify as their fami ly-plan­
n ing needs .  
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Executive Reorganization 

DOJ terror role at 
core of agency war 

by Jeffrey Steinberg 

A knockdown drag-out fight has pub l ic ly broken out 
between the FBI  and the CIA over the quest ion of a 
proposed reorganization of the inte l l igence comm uni­
t ies '  guidel ines for domestic operat ions .  Whi le the batt le 
has taken on the vis ib le character of a bureaucratic 
infight over such matters as j urisdictiona l  authority and 
budget a l l ocat ions ,  strong evidence exists that a much 
bigger issue is at stake. 

Executive In telligence Review.  and its subsidiary 
counterintel l igence newsletter Investigative Leads .  have 
for the past year documented the fact that sect ions o f  the 
Justice Department-most notably the Comm unity Re­
lations Service-are up to their necks in domestic terror­
i sm and civi l disorders . Such sect ions of the DOJ as the 
Comm unity Relations Service, the Office of Specia l  In ­
vestigations ,  and the  FBI ' s  counterespionage un i t s  are 
repositories of proteges of former Attorney General 
Ramsey Clark and former FBI Division Five chief M ajor  
Louis Mortimer Bloomfield .  

Clark and Bloomfield worked together to  execute, 
and then cover up,  the assass inat ion of President John F. 
Kennedy . Among other things ,  the CRS heirs of  the 
Clark-Bloomfield apparatus have more recently spon­
sored the creation of the Nat ional  Black Uni ted Front ,  a 
nationwide col lect ion of b lack mi l i tants present ly leading 
the efforts to orchestrate race riots against  the Reagan 
administrat ion .  These black mi l i tant networks have been 
l inked to the government of Ayato l lah Khomeini  and to 
Khomeini ' s  U . S .  intel l igence chief and leading terrorist 
handler, Bahram Nahidian . It was the Comm unity Re­
lat ions Service and the FBI that p layed a central  role i n  
protecting the Nahidian Iranian terrorist networks with­
in  the U .S .  during the height of  the hostage negotiat ions 
when these networks were gett ing away with l i tera l 
b loody murder on U . S .  soi l .  

I t  is this terrorist fi ft h  column within t h e  Justice 
Department and the FBI  that would be the fi rst point  of  
investigat ion for any noncompl icit inte l l igence service 
mandated to crack down on domestic terrorism and its 
control lers .  

For reasons very much related to this  issue, the F B I  
and the Carter administration holdovers within t h e  De­
partment of Just ice moved swiftly this week to sabotage 
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the rewri t ing of the Executive Order guidel i nes govern­
i ng Central I ntel l igence Agency, Defense Department ,  
and Nat iona l  Security Agency activities within the 
Un ited States .  Under Jimmy Carter, a Jan uary 1 978  
Executive Order was  issued that a l l  but shut down CIA 
and related domestic efforts against terrorism , narcotics 
trafficking,  and foreign agent activit ies .  The director of 
the FBI and the attorney general were given thorough 
oversight authority over these other agencies' domestic 
act ivit ies . 

When an in teragency task force responded to a re­
quest from the new President to recommend revised 
gu ide l ines by proposing a more balanced set of  ru les that 
would a l low for C IA ,  DOD, and NSA domestic i n te l l i ­
gence gather ing,  FBI Chief Webster, the New York 

Times editorial  board, and the KG B- l inked CounterSpy 

networks l i nked to Ph i l ip  Agee geeked out in chorus .  
Jerry Berman ,  a former CounterSpy editor,  now the 
di rector  of the American Civil Liberties Union ,  admitted 
to an EI R i n terviewer this week that his office-along 
with the New York Times-had commandeered a copy of  
the  c lass ified in teragency memo;  and tha t  the  preva i l ing 
evaluation within top- level C IA circles is that the F B I  did 
the leak ing .  

The New York Times has been bui ld ing a crescendo 
of  demands for President Reagan to strongly rebuke the 
reorgan ization proposal  and continue the Carter guide­
l i nes, thereby reta in ing an FB I -Justice Department mo­
nopoly over domestic i nte l l igence efforts . On March 1 2 , 
the Times ran a frantic lead editorial  t i t led "Son of 
Operation Chaos" in  which they a l l  but  vowed to water­
gate President Reagan i f  he were to go with the proposed 
reorgan ization .  The editorial was flan ked by an equal ly 
l iv id op-ed column by Ken Bass I I I ,  the Carter adminis­
tration ' s  Justice Department Office o f  I n te l l igence Pol icy 
and Review chief who was the author of  the Carter 
Executive Order that gave the F B I  and J ustice Depart­
ment the total contro l .  

As EIR goes t o  press ,  the preva i l ing mood in  Wash­
ington ,  D .C .  indicates that the FBI wil l  come up on the 
short end of the bureaucratic fight .  A n umber of  respect­
ed law enforcement and mi l i tary specia l i sts have been 
placed in  key executive branch posts deal ing with i nter­
nat ional  terror ism and in ternat ional  n arcotics t raffick­
ing. This group i s  typi fied by Gen . Louis Guiffrida ,  the 
newly nominated director of the Federal Emergency 
Management Agency ( FEMA) .  

On the  C IA side, there are n umerous reports of  
former Agency hands preparing to come out of reti re­
ment and re-enter the service as consu l tants and advisers . 
To the extent that seasoned veterans  with decades of  
accumulated experience do return to active inte l l igence 
duty, and to the extent that the networks behind the 
drug-terror epidemic are the proper subject of  attack , the 
nation cannot help but benefi t .  
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congressional Closeup by Barbara Dreyfuss and Susan Kokinda 

M ajor water reform 
legislation introduced 
Senators Pete Domenici  (R-N . M . ) 
and Patrick M oynihan (D-N .Y . )  
have reintroduced water po l icy 
reform legi s lat ion which would 
drastica l ly  a l ter  the decis ion-mak­
ing and financia l  process beh ind 
major  water project construction 
i n  the United States. Senator M oy­
nihan has introduced s imi lar legis­
lation affecting harbor/port devel­
opment .  

The Domenici -M oynihan Act ,  
the N at ional  Water Resources Pol­
icy and Development Act of  1 98 1  
(S .  62 1 ) ,  was introduced on M arch 
5 and is  modeled on legis lat ion 
introduced by both senators last 
year but stal led i n  the House of 
Representatives. 

Rather than the current p roj ­
ect-by-project approach, decided 
on a national bas is  by the Army 
Corps of Engineers, the Congress, 
and the states, S. 62 1 would estab­
l ish a b lock-grant program to be 
a l located to each state on a for­
mula based ha lf  on land area and 
half  on populat ion .  The state 
would then determine how best to 
a l locate i ts  federal funds .  

I n  addit ion,  the federal govern­
ment cou ld  be engaged i n  not more 
than 1 0  regional  p rojects ,  extend­
ing beyond state boundaries,  at 
any one time. In the first category 
of b lock grants, states and local i ­
t ies would have to contribute 25  
percent of the funding .  

Senator Domenici , acutely 
aware that the impending water 
crisis was brought about by the 
fai l ure to embark upon a nat ional  
program of water resource devel­
opment, motivates h is  proposal by 
noting that the current system i s  
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not  working and that a state b lock­
grant p rogram with certa in auto­
m atic trigger mechaisms cou ld  ex­
pedite many local water proj ects .  

In a speech on  the floor o f  the 
Senate on  M arch 5 accompanying 
the introductio n  of  the b i l l ,  00-
menici said, "such problems are 
becoming even more critical as 
time cont inues to burden the cur­
ren t  system .  This n at ion m ust re­
solve these problems i f  we are to 
have an effective water resources 
program to meet the chal lenges of  
the fina l  fifth  of the  century .  

"We m ust resolve these d iffi­
cu lt ies and rebu i ld  publ ic  confi ­
dence i n  the federal government  
and i n  i ts water resources pro­
gram . "  

Whi le  agreeing with Senator 
Domenici ' s  intentions ,  many i n  the 
water-resource community fear 
that a l lowing states to decide 
which projects are a priority would 
destroy nat iona l  p lann ing priori­
ties . 

One week earl ier ,  Senator 
M oynihan ,  along with Sen . Jen­
nings Randolph (D-W.Va . ) ,  i ntro­
duced the Nat iona l  H arbor Im­
provement Act,  S. 576. The legis­
lation has three m ajor  changes, 
according to M oynihan :  " First ,  
the bi l l  deals with the question of  
how nat ional  pr iori ties shou ld  be 
set for harbor i mprovements .  Se­
lect ing projects on  a first-come, 
first-serve basis  i s  hardly a respon­
s ib l e  approach to pub l i c  i nvest­
ment . "  

M oynihan proposes setting up  
a nat iona l  counci l  t o  determine 
which harbors should be developed 
based on some criter ia  of  nat ional  
in terest ,  such as the need to expand 
coal  exports . The l eg is lat ion would 
lessen the role of the Army Corps 

of  Engineers i n  proj ect decis ion­
making .  

" Second ,"  M oynihan contin­
ued, "the bi l l  recogn izes that these 
h arbor projects ought not be 
thought of  as free goods .  In addi­
tion  to the general benefi t  to the 
nat ion ,  these projects have clearly 
ident ifiable beneficiaries who 
should share in the costs of  the 
proj ects .  

" Fina l ly ,  the bi l l  wi l l  set a two­
year deadl ine  on the completion of 
proj ect feasib i l ity studies . "  

R epeal of marijuana 
herbicide ban itroduced 
Congressman Clay Shaw ( R-Fla . )  
last week i ntroduced legis lat ion 
that would once again a l low the 
U nited States to  assist the efforts 
of other nat ions to eradicate their 
i l legal domestic marij uana crops 
by herbicide spraying .  

The bi l l ,  H . R .  2420,  would 
overturn the ban on  the use of  U . S .  
funds  for herbicide programs  that 
has exi sted s ince legis lat ion spon­
sored by Sen. Char les Percy ( R­
I l l . )  was passed amending the For­
eign Ass istance Act because of the 
a l leged " medical dangers" of pa­
raquat .  H . R .  2420 has been re­
ferred to the House Foreign Af­
fairs  Committee. 

Senator Lawton Chi les (D-Fla . )  
has in troduced s imi lar l egi s lat ion 
on the Senate s ide .  

Representative Shaw said on 
the floor of the H ouse M arch 1 0  
that "my b i l l  wi l l  d irect the secre­
tary of the Department of Health 
and Human Services to monitor  
and report to Congress on  the 
hea l th impact .  . . .  
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"I t  is unreal is tic  for the U . S .  to 
say we are serious about control­
l ing drug trafficking i f  we prohibit  
other countries from using the s in­
g le most effective means  to accom­
pl ish large-scale destruct ion of 
marij uana crops ."  

The  i ntroduction of  H . R .  2420 
fol lows by days a b i l l  i ntroduced 
by Rep . B i l ly Lee Evans (D-Ga . )  
for an outright repeal  of  the  Percy 
Amendment without the moni tor­
ing for medical effects .  

Although "no  case of  herb icide 
poisoning by marij uana use has 
ever been reported to health agen­
cies of the federal government that 
research such matters ," according 
to Florida Attorney General  J im 
Smith in  a letter to Representative 
Shaw placed in  the Congressional 
Record, pol i t ical  observers note 
that the medical monitoring pro­
vision was expected to be useful in 
overcoming pol i tical opposit ion to 
the bi l l .  

N unn : more money for 
permanent investigations 
When the ful l  Senate debated res­
olutions proposed by the Senate 
Rules Committee for the fund ing 
of Senate commi ttees M arch 3 ,  a 
fight broke out over the funding of  
the  Permanent Investigat ions sub­
committee of the Senate Govern­
ment Operat ions Committee . It 
was this subcommi ttee, under Sen .  
Sam Nunn (D-Ga. ) ,  which for the 
last several years h as aired a bar­
rage of charges that var ious trade 
unions ,  including the I nternat iona l  
Brotherhood of Teamsters,  the La-
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borers' I nternationa l  Un ion  and 
the I n ternationa l  Longshoreman ' s  
Union are "control led by o rgan­
ized crime ."  

The Senate R ules Committee 
offered Senate Resolut ion 57, pro­
posing to cut the budget o f  the 
Government Operations Commit­
tee by 1 0  percent from l ast year ' s  
budget . Senator Wi l l iam Roth ( R­
Del . ) ,  now the chairman of the 
committee, endorsed the resolu­
tion ,  saying that  he  bel ieved the 
com mi ttee would s t i l l  increase i ts  
activit ies wh i le cutt ing i t s  budget . 
He stressed the role the committee 
wi l l  play i n  overseeing government 
agencies and promot ing efficiency 
and eradication  of fraud in govern­
ment .  

Senator Sam Nunn (D-Ga . ) ,  
now the ranking minority member 
of  the Permanent Investigations  
subcom mittee, strongly objected to 
the funding cuts .  

Admitt ing that  he was not  
speak ing with the permiss ion of 
the majority ,  Nunn claimed that  
h i s  subcommittee could not con­
ti n ue the k inds  of  deta i led investi­
gative attacks against organized 
crime i n fi l trat ion of labor u nless 
i t s  budget was greatly increased . 

The Permanent Subcommittee 
on  Investigat ions "has a l ong h is­
tory, mostly under Senator M c­
Cle l lan . . .  and the i nvestigat ion 
of organ ized cr ime i n  connection  
w i th  l abor  racketeer ing which took  
place when  Bobby  Kennedy was 
the chief counsel in the l ate 1 950s," 
sa id .  Nunn .  "That type o f  i nquiry 
is a vita l  part  of  the i nvestigatory 
role of  the U . S .  Senate . . . .  I really 
do not  bel ieve that the mood of the 
country i s  such that we want to 
basical ly put a subcommittee out 
o f  bus iness that has  a h istorical 

track record as good as th is  sub­
committee. " 

H ouse to investigate 
Abscammed members 
On M arch 4 ,  the House voted 390 
to 1 in support of  H . R .  67, which 
now authorizes the Committee on 
Standards of Officia l  Conduct to 
investigate accused congressmen in  
the  Just ice Department ' s  Abscam 
"st ing" operation .  The reso lutio n  
i s  ident ical  to o n e  passed during 
the last  Congress under which the 
com m ittee i nvestigated a number 
of congressmen . The only con­
gressman convicted under Abscam 
remain ing in the H ouse i s  Rep . 
Raymond  Lederer (D-Pa . ) .  

Congressman Henry Gonzalez 
(0-Texas) was the so le voter op­
posed . 

On the floor of  the House the 
following day, Gonzalez m ade an 
extremely strong attack on  the tac­
tics used by  the Justice Department 
in  Abscam . 

"What we should have learned, 
and must learn ,"  he  warned, " i s  
that the tactics o f  Abscam went 
too far .  Judges have quest ioned i t ,  
thoughtful editoria l ists have  ques­
t ioned it-but the issue seems too 
hot for us to handle here in the 
H ouse-and this House i s  w here 
l iberty is going to be preserved or 
los t .  . . .  

" I t  i s  o ne th ing for a law en­
forcement agency to i nvestigate 
crime ,  and another to fab ricate 
crime .  Abscam was very much a 
case of fabricated crime,  aimed 
agains t  specifical ly targeted legis­
lators . This i s  not on ly troubl ing, 
it is frighteni ng . "  
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National News 

Mont Pelerin says 
it runs Stockman 
George C .  Roche I I I ,  president of  H i lls­
dale College in  H i l lsdale ,  M ichigan,  told 
reporters on M a rch I I  that his  in stitu­
tion, a semi-official  affil iate o f  the mo­
netarist M ont Pelerin Society, launched 
the career o f  David Stock man,  director 
of the Office of Management and Budg­
et. 

Stockm a n ,  whom Roche described as 
a " Fabian soci a l ist o f  the o lder-style von 
H ayek type,"  got his  start  in  publ ic l i fe 
as a "congressman for the H i l lsdale dis­
trict . " 

" Y o u  have to understand,"  Roche 
explained, "that we are one of  the fi rst 
places people go to in  this district if  they 
want the [congress ional ]  seat. When 
Dave' s predecessor resigned , I was urged 
to run. But Dave came i n  to see me and 
we became very close friends .  We knew 
about his  radical backgro und,  but we 
also knew he worked with Pat Moynihan , 
a basic conservative, at H arvard . "  

Roche called H i l lsdale  "the i n formal  
col lege o f  the Mont  Pelerin Society in the 
U nited States . "  He said he is  close to 
Reagan domestic affairs adviser M artin 
A nderso n ,  and had tutored Rep.  Jack 
Kemp (R-N . Y . )  in monetarism during 
Kemp's  career as a footbal l  ,quarterback 
for the Buffalo  Bi l l s .  

Decrim lobby backs 
cocaine case 
The Playboy Foundati o n ,  a leading fun­
der  of  the  m arij uana decrim lobby,  has  
been discovered backing moves  to legal­
ize cocaine,  according to the National  
Antidrug Coaliti o n .  

Chicago Fourth Circuit Co urt of  A p ­
peal s  Judge Richard M i l l s  overturned a 
lower court conviction relating to co­
caine possession i n  the case of  the State 
of Illinois v .  McCartey .  The grounds for 
the reversal were that "cocaine is not a 
narcotic ," and therefore the pena lties 
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were too harsh .  A l th ough cocaine is tech­
nical ly not a "narcotic" it i s  l i s ted as  a 
dangerous  drug under federal control led 
substances regulations .  

Evidence uncovered by the antidrug 
group reveals  that the " medical expert" 
testi mony in the trial  i s  identical  to gui de­
l ines suggested in a Playboy-fun ded 
handbook titled " Cocaine,  Legal and 
Technical  Defenses" publ ished by the 
Nationa l  Col lege o f  Criminal  Defense 
Lawyers and Public Defen ders . 

According to the handboo k ' s  intro­
duction ,  the " team effort" " resulted di­
rectly from a grant by the Playboy Foun­
dation , which would not h ave been made 
without  the active interest o f  B urton Jo­
seph and M a rgaret Standish o f  the fo un­
dation ,  and Bi l l  Helmer and Tom Passa­
vant o f  Playboy m agazin e . "  

T h e  Playboy Foundation is  the m ajor  
funder of  the Nat iona l  Organization for 
the Reform o f  M arij uana  Laws . 

Yippies plan 
'spring offensive' 
The Youth I nternational  Party (Yippies) 
is planning a "spring o ffensive" to begin 
with a " N a tional  Resisters C o n ference" 
on M arch 20-23 . The conference is  de­
signed to regroup the street- Ievei " New 
Left" forces and shape them into poten­
tial  riot shock troops com prised o f  Y i p­
pies,  antin uclear activists,  and  so-ca l led 
antiracism forces . 

According to New York Yippie or­
gan izer Dana Bea l ,  the first salvo of th is  
"spr ing o ffensive" wi l l  be a demonstra­
tion against President Reagan at a Lin­
coln Center ,  New York perfo rm a n ce of  
his  son . 

The " N  ational  Resisters Conference" 
is featuring Abbie  H o ffman,  the Playboy 
Foundation's  Paul K rassner,  ant inuclear 
physicist Micho K o k u ,  and Ben M azel , 
leader of the " Rock Against  Racism . "  
Mazel 's  speech is  titled " T h e  Battle 
Against the Klan and L a R o uche," refer­
ring to EIR founder Lyndon H .  La­
Rouche, Jr . ,  who has  consistently main­
tained that the New Left is  a proto fascist 
phenomenon . 

I n te l l igence sources estimate that the 
U . S .  deployment o f  Social ist  Interna­
tional assets into what the Yipsters term 
a new " I nternational  Liberation M ove­
ment" is a harbinger of U . S . -based ter­
rorist ups urge. This an alysis is  especially 
bolstered by the involvement o f  more 
professional  terrorist operat ions ,  such as 
the A merican I n dian M ovement.  

Republican Senate group 
breaks with Stockman 
Republican Senators control l i ng the 
Senate Labor and H uman Resources 
Committee chaired by Orrin H atch of 
Utah broke with a pol icy of sol id conser­
vative- Republican support for Reagan­
Stock man budget cuts and on March 1 0  
voted down $ 2  b i l l ion  o f  a n  $ 1 1 bi l l ion 
proposed cut a ffecting social  wel fare and 
education programs .  

The group incl udes H atch, Dan 
Quayle of  I ndiana,  Paula H awkins of 
F l o rida,  Don Nickles of  Oklahoma,  
Gordon H um phrey o f  New Hampshire,  
Jerem iah Denton of  A l abama,  and John 
East o f  North Caro l i n a .  

T h e  comm ittee voted to reduce a 2 0  
percent  c u t  in education programs to 
1 2 . 5  percent ,  voted 1 3 -3  to conti n ue low­
income fuel assistance at $ 1 . 8 5  bi l l ion 
and voted unanimously  to increase b lack 
lung benefits to miners .  

Because the vote came before the final  
budget  is presented to Congress, i t  could 
be reconsidered , 

General strike set 
in Massachusetts 
A gro up of  M a ssachusetts public em­
ployee unions  has announced a one-day 
general strike throughout the state to be 
held sometime in A pri l .  John Gal lahue, 
the group's  designated spokesman and 
president of  the powerful Carmen ' s  
U n i o n ,  t o l d  reporters that t h e  action is  
endorsed by al l  m aj o r  employee unions ,  
including

-
the Service Employees Inter­

national U nion ,  American Federation of 
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State, County and M u n icipal Employees, 
and the American Federation o f  G overn­
ment Employees .  

The one-day strike has been dubbed 
" U  nion Appreciation Day" and i s  de­
signed to elicit publ ic  support for publ ic  
employees who are now faci ng thousands 
of layoffs . These layoffs, and related 
wage and h iring  freezes, are due to deep 
budget cuts mandated by " Proposit ion 
2 1" , "  a property tax l imitation referen­
dum passed in N ovem ber. 

The cutbacks th reaten to decimate 
city services and thereby depopulate ur­
ban centers .  Departmental budgets i n  the 
larger M assach usetts cit ies will be 
s lashed from 25  to 60 percent i n  June,  
with deeper cuts  to fol low i n  1 98 2 .  

Employment shifts follow 
Global 2000 track 
A start l ing shift taking place i n  the 
American labor force, i f  not a ltered, wi l l  
produce a col lapse of  family formation  
and population growth , reveal Bureau of  
Labor  Statistics data.  

I n  the past year, employment of 
women o f  chi ldbearing age rose a reco rd 
835 ,000, acco unting entirely for that pe­
riod's increase in employment.  In the 
past month alone, the BLS reports, whi le  
"total employment rose by 230,000 . . .  
adult women acco unted for virtually a l l  
of  the  over-the-month i ncrease . "  

Meantime, "employment of  adult  
men and teenagers was below the year­
earlier level ,  by 270,000 and 400,000 re­
spectively .  " 

This dramatic sh ift in the composi­
tion of  the labor force reflects a rapid 
shift toward a dei nd ustrial ized economy.  
Over 1 979 and 1 980,  the  economy lost 
600,000 industrial jobs, but added 1 .6 
mi l l ion service jobs ,  a massive sh ift to­
ward nonproductive employment.  With­
in this sh ift toward services, women were 
drawn into the labor force, frequently as 
a result of their husbands'  layoffs . 

Further budget cuts in aid to depen­
dent chi ldren , child n utrit ion ,  and related 
programs,  which will help force women 
onto the job market, wi l l  accelerate this  
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decl ine i n  the A merican populati o n ' s  ca­
pacity for fami ly  formati o n .  

Canadian security incident 
'dry run ' against Reagan? 
I t  appears that Canadian Prime M i n i ster 
Trudeau intentional ly created a breach 
in President Reagan's  security protect ion 
during Reagan's  M arch 1 0- 1 1 v is it  to 
Canada.  Progressive Conservative M P  
Al lan Lawrence submitted a widely pub­
l icized parl iamentary question on M arch 
6 condem ning the then-planned precau­
tions as excess ive, whereupon Royal Ca­
nadian M o unted Police I n spector Lloyd 
Larose reported to the Canadian Press 
Agency on M a rch 8 that Reaga n ' s  Secret 
Service guards would  not be a l lowed to 
carry arms .  

I n  Ottawa ,  a lthough the M o unties 
had received death th reats to Reagan 
prior to his  visit,  they al lowed demon­
strators to come as close as 50 feet from 
the President at an open-air  speech . On­
the-scene security person nel acknowl­
edged that an assass inat ion would have 
been "easy . "  

T h e  dem onstrators inc luded t h e  I ra­
n ian Students Associati o n :  I n  Struggle, 
whose foun der, C harles G agno n ,  also 
founded the terrorist  FLQ: the Canadian 
C o m m unist  Party M a rxist-Leninist :  and 
the EI Salvador Sol idari ty Committee , 
among whose participants are the Com­
m unist  Workers  Party ,  the American In­
dian M ovement, and the Yippies . 

I n terviewed on M arch 1 2 , Cam 
M ackie ,  a Trudeau adviser and fou n der 
of the Company o f  Yo ung Canadians  (an 
I nstitute for Policy Studies- l in ked group 
that earl ier fun ded the Weathermen) ,  
ranted about the Reagan vis i t ,  openly 
s iding with the demon strators .  

In  a related development,  the l\ief!' 
York Times reported M arch I I  that 
White H ouse Counselor Ed M eese called 
an emergency cabinet meeting to b last 
H aig's  State Department for not having 
adequately b riefed the President before 
his  trip to Ottawa.  

Briefly 

• BAHRAM NAHIDIAN, the 
I ranian rug merchant based in 
Washington who is  the r ingleader 
o f  pro-Khomeini  M usl im funda­
mental ist  terrorism in the U n i ted 
States, i s  reported to be planning a 
series of violent demonstrations 
and assassinat ion h i ts aga i n st anti­
K homein i  Iranian emigres over 
the M arch 2 1  I ranian New Year 
holiday.  Iranian nationals op­
posed to Khomeini  rule i n  Iran will  
be gathering at hotels  i n  Washing­
ton and other m ajor  cities across 
the country to celebrate the New 
Year,  and Nahidian i s  rumored to 
have to ld  his  fol lowers to prepare 
for "suic ide miss ions . "  

• JOSEPH HENDRIE was 
called upon, i n  a s u rprise m ove by 
the Reagan admin istrat ion ,  to take 
back his  o l d  j o b  at the Nuclear 
Regulatory C o m m issio n ,  pending 
a permanent appointment .  Hen­
drie,  who had left the NRC be­
cause of  controversy over his 
handl ing of the Three M i le I s land 
a ffa i r ,  was  asked to  take the j o b  
b a c k  w h e n  problems developed 
over the appointment of  Memphis 
businessman Thomas Roberts to 
the NRC post. Sources report that 
two top Senate Republ icans met 
with Presi dent Reagan to oppose 
the Roberts nominat ion,  indicat­
i ng that Roberts ' s  only qual ifica­
tion for the job that i s  vital  to the 
future of America's  n uclear i n d us­
try , seemed to be that he was a top 
cam paign o fficial  for George 
Bush.  

• ALEXANDER HAIG i s  hardly 
the most  popular  man at Foggy 
Bott o m .  "There are a lot of  people 
over here who don't l ike Haig,  " 
said a State Department source.  
" It ' s  not j ust because h i s  pol icies 
sti n k .  Look at a l l  that body j ewelry 
he wears .  It's a di sgrace to have a 
secretary of state strutt ing around 
l ike th at ."  
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Energy Insider by William Engdahl 

Northwest's power supply in jeopardy 

A strong BPA chie/is needed to reverse the Carter 

antidevelopmen t policies. 

The post of administrator for the 
Bonnevi l le Power Administration  
(BPA) i s  the  patron age "plum" of 
the chairman of the Senate Energy 
Committee .  U nder Carter ,  t hat 
chairman was Henry Jackson of 
Washington State. Now, under the 
Reagan  W h i te  H o u s e ,  t h e  n e w  
chairman i s  pronuclear Republican 
J a m e s  M cC l u r e  of I d a h o .  H i s  
chairmanship could be the single 
most important i ngredient in  re­
ve r s i ng  a d i s a s t r o u s  c o u r s e  o f  
events that jeopardizes strategically 
vital sections of our a luminum and 
aerospace industries, located in  the 
Pacific Northwest .  

One of the more unfortunate 
final acts of  the last Congress was 
passage of a b i l l  first i ntroduced by 
Jackson in 1 978 ,  the Pacific N orth­
west Electric Power Planning and 
Conservation Act, passed on  Dec 5 .  

The bi l l  was amended by pro­
environmental ist congressmen l ike 
J im Weaver of Oregon to produce a 
time-bomb that could choke future 
energy growth in the Northwest re­
gion served by the BPA .  

The BPA was established b y  a n  
Act o f  Congress i n  1 937  t o  harness 
the Columbia River system for land 
recl amati o n ,  flood  contro l ,  a nd  
electric power generation through 
h y d r o e l ec t r i c  d a m s .  T h e  A r m y  
Corps o f  Engineers a n d  the o l d  B u­
reau of Reclamation  created one of 
the largest mu ltip le-use river sys­
tems in  the world .  BPA was direct­
ed to bui ld and operate transmis­
sion l ines to deliver power from the 
dams and to market the electricity 

64 National 

at rates j ust high enough to repay 
the federal investment in a reason­
able time period .  

Harnessing the immense hydro­
electric power ofthe Columbia Riv­
er drew major  a luminum producers 
into the region during World War 
I I  with cheap electricity and ample 
water for process use .  M ajor  aero­
space industries like Boeing, heavi­
ly dependent  on a l umi n u m ,  fo l ­
lowed . N ow,  more than one-third 
of  the nation ' s  a luminum is  pro­
duced here, thanks to the B PA .  

I n  the 1 960s ,  a U . S . -Canada  
treaty was  signed for cooperative 
use of  dams built by Canada on  the 
upper river. Three dams have been 
completed, with additiona l  power 
downstream sufficient to supply Se­
attle for more than 1 5  years . 

But as early as the 1 970s , the 
demand for power began to out­
strip even this  extended hydroelec­
tric capacity. Bonnevi l le  Power Ad­
ministration and the region ' s  ut i l i ­
t ies  produced the Hydro-Thermal 
Power Plan for development of n u­
clear- and coal-generated power to 
avert a shortfa l l  conservatively esti­
mated at 2 ,000-4,000 megawatts .  

BPA and  the util ities agreed on  
a p l an  to meld the  lower-cost hy­
dropower with the h igher-cost nu­
clear and coal plants being built ,  to 
lower rates and secure supply .  

B PA also guarantees the ut i l i ­
t ies  lower bond interest by being a 
guaranteed power purchaser. 

U nder this plan, Port land Gen­
eral Electric build the Trojan  n ucle­
ar power plant ,  and Washington 

Pub l ic Power S upply System is 
building three nuclear p lants be­
s ides the Hanford nuclear reactor 
turbine .  

But an I nternal Revenue Service 
rul ing,  issued shortly after the plan 
was introduced, jeopardized it by 
denying uti l i t ies tax-exempt status 
for their bonds because power was 
being sold to BPA ,  a federal body . 
Then the Environmental Protection 
Agency got a federal court i nj unc­
tion that required the BPA to com­
plete an "env i ronmenta l  impact 
statement of  BPA's  role i n  the re­
gion"  before it could undertake nu­
clear and coal project management .  

This has kept  certain long-term 
BPA customers i n  supply uncer­
tainty s ince 1 97 3 .  And by 1 976,  
B PA projections showed they could 
no  lo nger guarantee the i r  load  
growth cou ld  be met  even for pref­
erence customers beyond 1 98 3 .  

An  eleventh-hour amendment 
to the 1 980 act (Section 4( e)( I ) , puts 
the B PA on the least efficient track 
by setting an order of priorit ies :  
conservation fi rst; n uclear last .  In 
addition ,  the amendment cal ls for 
"publ ic" involvement in estimating 
load-growth forecasts and in any 
B PA deci sion to acquire an energy 
resource o ver 50 megawatts ! 

Al l  of  this leaves crucial j udg­
mental decis ions up to the BPA ad­
m in istrator .  A wishy-washy , soft­
headed conci l i ator  cou ld  unwi t­
t ingly set the stage for economic 
disaster in  this vita l  region .  

This  i s  why it i s  crucial that  Sen . 
James M cClure ins ist  on a BPA 
administrator committed to using 
n uclear energy as the preferred way 
to "produce" our way out of the 
energy cris i s .  We have to watch this 
one with more than passive in terest. 
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