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From the Editor 

I t is a remarkable fact that, under the nose of the progrowth Reagan 
administration, V.S. institutions are being used as battering rams for 
a new postindustrial society. The V.S. Federal Reserve chairman 
leads the pack of central bankers who are restructuring international 
lending through public and private channels, and enforcing economic 
cutbacks in the advanced as well as underdeveloped sector. In State 
Department circles, the commitment to popUlation reduction is such 
that, as Club of Rome founder Alexander King notes in this week's 
Special Report, "harder" versions of Global 2000 doctrine can be 
openly circulated there than in Western Europe. 

The Special Report centers on an interview with King, in which he 
ihdicates the ways in which the Club of Rome has targeted nation­
states and their commitment to progress. It is worth noting that 
King's OECD descends from the post-World War II Organization for 
European Economic Cooperation, which administered the Anglo­
American Marshall Plan decision that for as long as possible the 
continent would not be allowed to regain 1939 levels of living stand­
ards and population growth. In our International coverage, you will 
see the supreme cynicism with which this policy faction intends to use 
the Israeli blitz against Iraq's nuclear research facility to impose 
technology controls globally. 

Our National section contains exclusive intelligence on the coming 
phase of "Reagangate": muckraker Dan Moldea, a creature of the 
same foundations that are undercutting nuclear energy, lays out the 
"organized crime" scandals ahead. 

This issue also contains two important public proposals. The 
European Labor Party outlines a "Grand Coalition" strategy for 
Helmut Schmidt, and the National Democratic Policy Committee sets 
forth the measures required to truly strengthen the V.S. dollar. 
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The U.S. Fed pursues the 
Brandt Report strategy 
by Kathy Burdman 

During the m onth of June, the central bankers of the 
Bank for International Settlements initiated one o f  the 
largest restructurings of world financial m arkets in this 
century .  M ost immediate was the unanimous vote June 9 
of the BIS 's  American branch, the Federal Reserve 
Board, to authorize U .S .  banks to set up international 
banking facili ties ( I BFs) in major U .S .  cities. Beginning 
Dec . 3 ,  the U .S .  banking system wil l  become thoroughly 
integrated with the offshore Eurodollar market, which 
has long been out of the control of  U .S .  authorities, as 
I BFs are authorized to take reserve-free deposits like 
Eurodollars without any l imits to the amount of  specu­
lative credit they may create, at any interest rate . To run 
IBFs, banks nationwide are planning to j oin the New 
York banks'  giant C H I PS computer system, creating at 
once a national electronic funds transfer system which 
will  vacuum deposits from across the country into the 
Eurodollar whirlpool .  

This i s  on ly a first step . The declared intention of the 
BIS central ban kers, as announced by Swiss National 
Bank President Fritz Leutwiler in  Lausanne, Switzerland 
last week, is to remove economic policy from the hands 
of sovereign nation-states. Addressing the American 
Bankers Association annual  international monetary con­
ference, Leutwiler welcomed the withdrawal of the U . S .  
government from foreign-exchange market intervention , 
and urged European governments to fol low. The central 
banks , he said, wi l l  henceforth be the coordinators of  
international m onetary policy, and wi l l  use  continued 
high interest rates to force a "structural adj ustment" of 
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the world economy and its industrial base. 
The BIS central banks are also initiating a host of 

new international credit mechanisms to take control over 
lending to the developing sector, Federal Reserve Gov­
ernor Henry Wallich said this week,  including a major 
new insurance fund for LDC loans, run by the central 
banks and Bank for International Settlements direct­
ly, which would enforce conditionalities on sovereign 
governments. 

In an emergency press release from Europe, EIR 
founder Lyndon H .  LaRouche, Jr .  characterized the BIS 
announcements, especially that  of Leutwiler, as "tanta­
mount to an act of war" against the U .S . ,  a new " Pearl 
Harbor." LaRouche outlined emergency measures the 
Reagan administration should take to re-assert i ts con­
trol over the monetary system, starting with immediate 
remonetization o f  U .S .  gold reserves (see National) .  

The staid gentlemen of  the BIS have also exposed the 
fact that they are working directly with the Brandt 
Commission of the Socialist International to enforce 
these supranational structures . Federal Reserve Gover­
nor Wallich, in an interview this week, freely stated that 
his insurance scheme is identical with the one in the 
Brandt Commission's 1 979 report (see below). 

The BIS, with this program, is working toward the 
identical goal of  the rabidly environmentalist Brandt 
Commission-the enforced reduction o f  large parts of  
the population of the developing sector .  "Banks and 
central banks would seek to refuse insurance to countries 
with too rapid population growth" under the Wallich 
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plan , a Chase Manhattan spokesman said this week . 
The ostensible impetus for the B IS  moves is the 

seriously i l l iquid state of developing sector debt, which 
has become an unbearable burden to a dozen or more 
nations especially because of  the B IS-enforced high 
interest-rates regime. An estimated $20 bil l ion in  debt 
service payments has been added to the $90-$ 1 00 bi l l ion 
LDC current account deficit for this year by the sheer 
mass of new debt service due to higher interest rates on 
debt being refinanced. 

In a speech to the Atlantic Council board of  direc­
tors this week in Washington,  former Counci l  president 
Frank Southard predicted some $ 1 5  bil l ion in new loans 
needed by the LDCs would be unavailable from private 
lenders, unwilling to extend themselves further in the 
deteriorating interest-rate conditions .  

A wide-ranging international financial restructuring 
will be requi red to deal with the debt situation,  Federal 
Reserve Governor Henry Wallich told the Bankers 
Association for Foreign Trade in Boca Raton, Florida 
this week . "A good number of  countries are borrowing 
amounts that cannot be continued far into the future 
without leading to debt burdens which appear unsus­
tainable from historical experience," he said . 

Debt trap • 

To create new mechanisms for credit flows without 
increasing bank exposure, Wallich called for a new 
international insurance fund. I nsurance, he said, could 
be coupled with cofinancing by commercial banks in 
consortia with the IMF and World Bank,  brokering of  
loans , and  the  use of pass-through techniques such as 
those used to market mortgages in the United States to 
secondary buyers .  

The Eurocurrency Standing Committee of the BIS 
in Basel, Switzerland is now making plans for such a 
new insurance fund, a Federal Reserve source said this 
week, by which most new lending to the Third World 
would have to be guaranteed . The idea is  to set the fund 
up outside the  control of national governments, which 
means avoiding even the I M F .  I nstead,  central banks 
may set up a new pool under an "independent treaty," 
or at the BIS .  

FOlmer International M onetary Fund Executive Di­
rector Johannes Witteveen , addressing the Lausanne 
conference, also promoted the idea of an "International 
Credit Guarantee Fund,"jointly established by central 
banks and commercia l  banks to promote "sound invest­
ments ." Under the Witteveen plan, Western govern­
ments would kick in an initial fund, to be managed by 
the central banks, and gradually the fund would be bui lt  
up by premium payments . Witteveen proposes countries 
be insured and pay premiums, while Wallich prefers the 
insurance of banks. 

Either way, under the plan al l  new private loans to 
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LDCs would be subject to even stricter "conditionali­
ties" than those presently applied by the I MF. 

Who runs Global 2000? 
Behind the financial j ustifications for the BIS re­

structuring program l ies a more fundamental economic 
motive. The BIS central bankers, who operate on behalf 
of  the old European ol igarchical fami lies, have as their 
first motive the deliberate reduction of  the populations 
of the Third World, and of the advanced industrial 
sector.  Britain ' s  Prince Philip and Prince Bernhard of  
the  Netherlands, who head the  World Wildlife Fund 
population-control movement, first made the decision 
to reduce world population .  After the fact, the BIS  
bankers were instructed to see to  i t  that Third World 
debt, which could otherwise have been dealt with 
through new credits and lower interest rates, was not 
refinanceable, thus call ing in the new financial order to 
impose drastic reductions in available credit. 

Already high interest rates are causing a restructur­
ing of the Third World economies which will lead 
rapidly to population reduction,  Dutch central bank 
representative to the I M F  Jacques Pollak said this week. 
He predicted that soon countries l ike Mexico and 
Brazi l ,  which had been growing rapidly, would be 
forced into large devaluations which would deliberately 
cut their imports of food and energy. 

Mexico in  particular was targeted for austerity. 
"There is great concern about the Mexican peso," said 
one central bank source this week, "because the fal l  in 
oi l  prices i s  h urting their development plan. That plus 
high interest rates wil l  soon be driving their current 
account into deficit, and then they will be forced into 
devaluations and import cuts ."  

Even a maj or oi l  exporter l ike  Nigeria could soon be 
seen as "overpopulated,"  said Sharif Ghaleb of Chase 
Manhattan Bank,  once its financial resources no longer 
match the rate o,f growth of its population .  

According to M artin Oppenheimer, financial analyst 
at the Futures Group which runs the State Department's 
RAPID population-control program, it is especially the 
fast-growth countries like Mexico, Nigeria ,  and Brazil 
which are about to be assessed as "h igh-risk" by 
bankers and by the proposed BIS  insurance fund unless 
they act to cut back their populations . Oppenheimer 
said that these countries, which have had the fastest rate 
of growth until now, "could be plunged into political 
instability when growth rates fal l  from 4 percent to 1 
percent per year. 

For the advanced industrial countries, the BIS inter­
est-rate policy alone is estimated by Holland's Jacques 
Pollak to be sufficient to force a maj or rationalization 
of heavy industry, which will be forcibly denied credit. 
The BIS projects that this wi l l  force Western nations into 
sub-zero popUlation growth within a few years. 
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Interviews 

The Fed and the IMF 
discuss their attacks 
From a mid-June interview with Federal Reserve Board 
Governor Henry Wallich. provided to EIR .  

Q: Chancellor Schmidt of West Germany may call for 
rate reduction at the Ottawa summit .  Then What? 
A: If he brings it up, which we hope he wil l  not, we wil l  
have to answer that there is one basic fact. Tight money 
is our policy, and wil l  continue to be our policy . We are 
not going to change it .  

Q: I understand the proposal you have publicized by the 
Bank for International Settlements for a new insurance 
fund to guarantee Third World loans is also found in the 
Brandt Commission's  report.  I s  the BIS working with 
the Brandt Commission? 
A: We have some acquaintance with them, yes . We' re 
reading their proposals, o f  which , you are correct, this is  
one,  and considering them very carefully.  We're pursuing 
those we consider viable. 

There are various proposals in the wind . Wilfred 
Guth of the Deutsche Bank has one for the insurance of 
the li quidity of banks.  Former I M F  director Johannes 
Witteveen has one for the insurance o f loans to individual 
developing countries. 

Personally ,  I lean in  the directio n  of  the insurance of 
bank lenders, rather than insuring loans to country 
borrowers. If countries insured, then the fund would 
have to be located at the I M F  or the World Bank ,  which 
are in the business of evaluating individual Third World 
countries and their prospects ,  and who have the infor­
mation assembled. But  the I M F  is not attractive to some 
governments at present . 

Q: Do you mean that insuring banks could be done by 
the central banks or BIS without the I M F? 
A :  Possibly. What is important is that the fund must be 
done on an international basis. The problem is to assem­
ble a sufficiently large in itial fund so as to give credibil ity 
to such a scheme. The private banks will contribute 
through paying premiums,  but there would have to be a 
fund to start o ff which would have initial capital .  Central 
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banks do not have capital to give. National treasuries 
would have to make the contributions .  

Q: But would the governments administer the fund? 
A: It  is more l ikely that the central banks would have to 
administer the fund,  and that they would set up a new 
agency to manage it .  

Q: What would be the criterion of insurance? 
A :  Banks,  private banks, do n ot now induce condition­
alities and that is one of  the problems .  We could tie 
conditions to the insurance which would limit the lending 
they could do to certain countries unless the countries 
were meeting conditions .  

I t  is not necessary that countries make net debt 
repayments, but they m ust reduce borrowing, reduce 
imports , and export more. This can be induced if banks 
are cautious in their lending and encouraged by the 
regulatory authorities to ask these countries to make 
structural changes. 

The model could be something like the World Bank's 
new "structural adj ustment loan ,"  which is earmarked 
specifical ly to be used to stimulate the substitution o f  
new domestic industries for imports. For example, do­
mestic energy such as coal or other local energy can be 
developed, and oil imports cut.  

In  general ,  oi l  and food imports must be reduced, and 
domestic subsidies to their prices must be removed . And 
certain countries wil l  have to allow their exchange rates 
to depreciate. 

From a recent interview. provided to EIR. with Jacques 
Pollak. Dutch central bank representative to the Interna­
tional Monetary Fund. 

Q: Swiss central bank chief Fritz Leutwiler made a 
forcefu l  case this week for central bank control over 
international  monetary policy . Why did he back Chair­
man Volcker so strongly? 
A :  Central banks have to stick together against gov�rn­
ments. They know Volcker is beleaguered in Washington 
by the Reagan administration,  and central bankers will 
always support their own policy first. Governments may 
complain about h igh interest rates, but they will get little 
result .  . . .  West German Chancellor Schmidt is trying to 
have interest rates discussed at Ottawa, and the Bank of 
England doesn't  think they should be.  [Bank of  England 
Governor Gordon] Richardson has stated that Schmidt 
should not complain at the Ottawa Summit,  and i f  he 
does, he won't get anywhere. 

The central banks agree that the economies al l  have 
to be cooled off. They want inflation knocked down as a 
first priority, that' s their foremost worry . 

They want  a structural adj ustment of industry. High 
rates will help force countries to give up on industries 
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which cannot prosper in the long run in high-wage 
economies, such as textile, auto, and steel . These are 
better produced in the developing countries. Central 
bankers want to see a shrinkage in auto and other similar 
areas, and a reduction of  production . 

They also want a reduction of wages in the U .S .  and 
Germany. Interest rates wil l  force wages down by cutting 
consumption, which reduces market size for older indus­
tries . Then the U.S .  and Germany must choose between 
protectionism, and allowing cheaper goods produced in 
countries with cheaper wages to come in .  

Q: Federal Reserve Governor Henry Wallich has  pro­
posed a new international insurance fund to al low Third 
World debt to be refinanced . Would the central banks 
like to see this done for the Third World? 
A: Yes, but Governor Wallich ' s  proposal is  not doing 
well .  Governments would have to put the money into the 
new scheme, and this they are very reluctant to do .  

Q: What does the central bank intention to continue 
high interest rates mean for the developing sector? 
A: First of all, the new mood of free-market economics 
means that international agencies will  be doing less 
financing for the LOCs, as governments led by the U .S .  
pull back on support for them . This means the LOCs will 
be forced more into the private markets, but there, high 
interest rates wil l  force more pressure for them to make 
economic adjustments reducing consumption patterns. 

For example, increasingly these countries wil l  have to 
undergo currency devaluations, because high interest 
rates are forcing their balance of payments out of line. It 
costs more to borrow and more to import. M any of these 
countries are sitting around with currencies valued at 1 0  
pesos to the. dollar which should b e  at 20 pesos t o  the 
dollar, and increasingly private bankers are going to 
realize that the continuation of high interest rates means 
that these countries' conditions wil l  deteriorate. So the 
ban k wi l l  begin to ask them to devalue if they want new 
loans. 

This wil l  help cut down their oil consumption , be­
cause the dollar price of oil  will rise . But more is needed . 
Increasingly private bankers and central bankers will be 
asking these countries to stop their subsidies, which are 
very expensive, to their domestic markets to keep oi l  
}:lrices cheap inside the country .  M any of these countries 
are sti ll charging half the world price level and should 
double their oil prices . 

Q: You mean a great deal of adjustment is being forced 
by high rates , even without any new insurance condi­
tions? 
A: Yes. The central banks intend to keep insurance rates 
high, and as long as they do this, the market by itsel f will 
do a good deal of the work for us .  
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Fiscal Policy 

Social Security 
going bankrupt? 
by Leif Johnson 

Office of Management and Budget Director David 
Stockman has managed to convince just about every­
body in  Washington, from conservatives to l iberals ,  and 
business to senior citizens organizations,  that the Social 
Security System is going bankrupt. He has even set a 
target date, Nov .  3 ,  1982, when the whole system, includ­
ing a $35 billion reserve, will col lapse. 

Even those groups, like the National Council on the 
Aging and the American Association of Retired People. 
who most roundly criticized Stockman's proposed cuts 
of May 12 are now offering even larger o nes,  incl uding 
an end to the cost-of-living escalator and elimination of 
spouse's benefits. As it is, Social Security provides only a 

modest average income of slightly over $4,000 a year to 
nearly 36 mill ion Americans.  

But the Social Security Fund is not on  the verge of 
bankruptcy. If Congress wants to guarantee the prom­
ised (and paid for) incomes of retired citizens without 
raising the Social Security tax, it should pay for the very 
small deficits in the next two years out of general reve­
nues. According to Social Security Administration esti­
mates made in Apri l ,  the total deficit from 1980 through 
1982 would be $17.4 bil l ion .  That three-year deficit is  
only about half the increased interest payments on the 
public debt that the federal government must pay this 
year alone, thank s  to the Federal Reserve' s usurious 
interest rates. Lowering interest rates by 5 percentage 
points, for example, would save the federal government 
$50 bil l io n .  

I n  1977, i n  the last revision o f  the Social Security 
laws, Congress had assumed a long-term inflat ion rate 
of 5 percent and a long-term unemployment  rate of 5 
percent . Thus,  the Social Security tax rate and the 
taxable-income base set by Congress would produce 
minor deficits in 1978 and 1979, but would yield sur­
pluses in  subsequent years . 

Then Federal Reserve Board Chairman Pau l  Volck­
er wrecked all those assumptions when , on Oct. 6, 1979, 
he set forth a monetary policy that raised the prime 
interest rate to 20 percent, boosted inflation to 14 
percent, and cut cred it that put 1 . 5 mill ion people out of 
work, many permanently. V irtually the entire increase 
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in the 1980 labor force wound up in the unemployment 
statistics . 

Unemployed workers don't pay Social Security tax­
es; and they have no employer to pay taxes for them . 
The total loss from two years of Volcker policies, 
assuming that the present unemployment level holds 
through 1981, will cost the Social Security Fund $5.7 
bil l ion. 

On top of all this ,  the increase in  the rate of inflation 
has forced Social Security to pay substantial ly larger 
benefits just to maintain the purchasing power of retired 
ci tizens' existing al lotments . This means that Social 
Security must pay out an additional $17.8 bi l l ion by the 
end of 1981. With the loss of tax revenues due to the 
increased unemployment, the Social Security System is 
out $23.5 bil l ion . 

Compare this $23.5 bi l l ion lost through Volcker's  
policies through the end of 1981 with the Social Security 
System's estimated $17.4 bil l ion deficit through the end 
of 1982. Even had the economy remained in  its poor 
1979 condition,  the Social Security System wo uld have 
actual ly been able to bui ld up its reserve through this 
period. Thus, i t  i s  clear that the current deficits in the 
Social Security System are a direct result of the Fed's 
policies. And obviously, if the economy is ruined, no 
long-term fund-be i t  Social Security, pension ,  or any 
other investment-can maintain i ts solvency . 

A useless eaters policy 
Given that, in Stockman's and Volcker' s view, res­

toring to the United States a policy of economic growth 
is  out of the question ,  then Social Security benefits are 
to be axed . Perhaps our elderly citizens are useless 
eaters, si nce they are that part of the workforce that is 
"used up," that wil l  never work again .  According to 
this view, these citiens will continue to be a drain on 
national resources unti l  they die .  If they die sooner, they 
wil l  be less of a drai n .  Cutting their Social Security 
benefits wi l l  reduce the amount of heating oi l  they can 
buy, reduce medical outlays, and eventully reduce food 
consumption . This view bears a remarkable simi larity 
to H itler's useless eaters programs, and conforms to the 
Global 2000 population-reduction doctrine currently 
being infil trated into Washington policy-making circles. 

In the climate of crisis management, the U .S .  Senate 
two weeks ago voted by an amazing 96 to 0 to make 
Social Security cuts that would "not be precipitous or 
unfair and '" were not necessary to preserve the 
financial health of the Social Security Fund." In Volck­
er' s and Stockman' s  economic world of permanent 
unemployment and permanent inflation,  the Senate 
would vote to cut Social Security every time there is a 
"crisis" that m ust be met; if present economic trends 
continue,  Social Security will end up as a small fraction 
of its current benefit .  
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InternationaJ Credit ,,' 

by Renee Sigerson 

The new loan insurance scheme 

Private lenders to the Third World will help impose on debtors 
a new level of controls. 

Chase Manhattan Bank ' s  Sharif 
Ghaleb , M i ddle East director for 
the bank's  Information Services 
Department, believes that new 
plans for introducing an interna­
tional insurance faci l ity for new 
bank loans, as wel l as debt rollov­
ers, to the Third World wiII g ive the 
banks increased power to impose 
even more severe "conditionalities" 
than those of the International 
Monetary Fund . 

The proposed insurance facili­
ties, which the New York banks are 
saying wil l  increase credit availabil­
ity for the Third World would, says 
Ghaleb, "have its own risk analysis 
group, which would assess the po­
l i tical risk in each Third World 
country and assign higher insur­
ance premiums on that basis .  Com­
mercial banks, naturally, would 
like to get access to the I M F' s  con­
fidential data on these countries, 
and so the fund would have to be 
located at the I M F  or another insti­
tution such as the BIS which cou ld 
get access to t hese data." 

The ri sk-analysis unit would 
then decide which Third World 
country qualifies for a loan . " In  
terms of  financial impact on the 
recipient," Ghaleb confirmed, " i t  
would be j ust l ike an I M F  loan . 
Currently, private banks do not 
have the abil ity to enforce condi­
t ionalities on countries . With the 
new insurance fund,  the borrowers 
would have to meet conditions es­
tablished by the fund and the pri­
vate banks ." 

EIR June 23,  1981 

Ghaleb's plans con form to a 
movement among banks  geared to 
assessing "pol itical risk ."  The lead­
ing insurance companies in  the 
U .S . ,  led by Chubb and AIG,  stress 
that by taking i nto consideration 
such "intangib les" as poli tical sta­
bil ity and pop ulation levels, which 
were not previously a strictly cal­
culab le element in  loan terms, the 
new insurance faci l ity can make in­
surance prem iums "linkable" to 
risk cons iderations .  

"Domestic interest rates are 
being subsidized, and are lower 
than the world level , in  most of  the 
Third World .  This is  t remendously 
inefficient and must be. stopped,"  
Ghaleb asserts. Those countries 
that persist in subsi dizing their in­
terest rates wil l  have thei r insurance 
premiums raised under the newly 
proposed insurance fund .  Th us, 
Ghaleb states , most of  the subsidy 
programs in the Third World could 
be stopped. G haleb singles out cur­
rency exchange rates and subsidies 
of basic commodities such as food 
and o i l  as "problem subsidies" he 
wants elim inated . 

"Most of these countries keep 
their exchange rates artificially 

. high, which means they import too 
much . . . . Most of these 
count ries, " Ghaleb continued, 
"have very expensive subsidies for 
domestic energy prices and food. 
They consume too much food and 
st i l l  have not adj usted to the 1979 
oi l  shock, because whereas the 
world oi l  price i s  $30 a barrel , their 

energy price is  half that amount ."  
Ultimately, however, the use of  

risk by  the  insurance fun d  wi l l  de­
termine the economic policy of 
those nations whose borrowings 
are insured. The U.S .  government 's  
Overseas Private Insurance Corpo­
ration (OPIC) i s  contemplating ex­
pending its bi lateral insurance deal 
with the People's Republ ic of 
China, and inten ds to "double or 
triple our insurance of non-oi l  
Third World nations' o i l  and gas 
development ," an OPIC spokes­
man said June 1 0. 

Ghaleb said that Third World 
energy policies could be changed by 
the right insurance policies im­
posed on  thei r loans .  "Egypt flares 
gas, which it could burn . N igeria 
uses too m uch o i l ,  which it could 
export .  It can use wood-based 
methods instead ." 

Finally,  G haleb stated that 
through the proper application of  
risk-analysis ,  Third World nations 
could have their populations forci­
bly reduced. "The I M F' s  loans are 
too short term , 2 or 3 years, to take 
population policy into account .  But 
with conditionality on commercial 
bank loans ,  which can run 1 0  and 
20 years, this will become an even 
more important factor," G haleb 
said .  " Banks  and central banks  
would  refuse insurance or  raise the  
premiums to countries wi th  too 
rapid  popUlation growth . In most 
of these countries, domestic agri­
culture i s  too inefficient . . .  and at a 
point past which p rojected overpo­
pulation means too high risk to the 
lender . . . .  U sing World Bank data 
on demographics ,"  Ghaleb said ,  
"we could decide which countries 
need to implement what could be 
considered adequate population 
policies in order to get the credit 
they want." 
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Banking by Kathy Burdman 

The Florida deregulation story 

The Billygate crew and Latin American dirty money dealers 
are up to their ears in flight capital inflows. 

The same bank holding compa­
nies that led the statewide cam­
paign for deregulation of Florida's 
banking system are also at the top 
of the list of  Floridatbanks handling 
illegal flight capital out of Latin 
America. 

Moreover, the aggressive lob­
bying for deregulation took place 
in behalf of Caribbean dirty money 
operatives who were brought to 
publ ic l ight last year in  the famous 
influence-peddling scandal known 
as "Bi llygate ," involving Jimmy 
Carter's brother. 

The push for Florida dereg goes 
back to 1 976 .  Several bi l l ions of 
dollars annually began pouring 
into the state from oil-rich Vene­
zuela. As one leading British bank­
er based in  New York put it recent­
Iy, "The Venezuelans singlehand­
edly rescued Florida real estate" at 
that time, buying whole boulevards 
of condominiums . 

It was also in 1 976 that Colom­
bia had a bumper marij uana crop,  
tripling its i l legal drug revenues. 
Colombia ranks second after Vene­
zuela in private investments in 
Florida . 

Two bank holding companies in 
particular, Florida National Banks 
of Florida and Southeast Banking 
Corporation, were at the center of 
the flight capital transfers pouring 
into the state. Both banks were 
strong backers of the lobbying 
campaign for dereg . 

. Last year, Southeast officially 
handled $850 mi ll ion in Latin and 
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Central American deposits. South­
east earlier this year was also the 
largest backer, with a $250,000 
loan, to the founding of the Miami 
international insurance exchange, 
which aims to be a haven for south­
ern tlight capital . 

The connection between these 
events and Bi l lygate is as follows: 
The major shareholder in  Florida 
National i s  Edward K. Ball ,  direc­
tor of Charter Oil Company, the 
oil-refining firm which put Billy 
Carter in  touch with the Libyans.  
Charter directors Ball and Ray­
m ond K. Mason have been under 
pressure since 1 974 from the Feder­
al Reserve Bank to divest a 24 per­
cent controlling interest in Florida 
National Banks, due to a contlict of 
interest which abrogates state law. 
Ball  has been stubbornly fighting 
the suit ,  apparently waiting until  
the alteration of state law' under 
dereg would guarantee that control 
of  the bank would pass into friendly 
hands l inked to the Latin American 
flight capital network .  

Ball  seems to have found his 
man. Ricardo Cisneros Rendi les , 
head o f  a prominent Venezuelan 
business group, has been involved 
in a series of profit-taking bank 
stock investments which paved the 
way for a succession to Ball's con­
tro l .  

In  the  mid- 1 970s, Cisneros 
bought a modest holding in Ten­
nessee Valley Banks; about 1 978 ,  he 
sold them off, and purchased 5 per­
cent of Florida National Banks.  In  

1 980, Cisneros so ld  h i s  holding 
again,  clearing a $5 mill ion profit, 
using these funds to set up his own 
merchant trading bank.  

As Cisneros exited, a second 
Latin American consortium headed 
by Chilean financier Gul lermo Car­
ey, in all iance with another Vene­
zuelan group, sent an application to 
the Securities and Exchange Com­
mission to acquire a 24 percent con­
troll ing interest over Florida Na­
tional Banks.  Decision on the ap­
pl ication is  still pending.  

The financial stakes in  control­
ling Florida banking capital are 
mammoth . 

As noted above, Southeast offi­
cial ly handled $850 mil l ion in Latin 
American deposits last year. Since a 
couple o f  dozen Florida-based 
banks handle Latin American tlight 
capita l ,  no less than $ 1 0  bill ion­
and probably $20 bil lion-in flight 
capital is  passing through Florida 
annually. 

This is corroborated by Vene­
zuelan press accounts of the ex­
traordinary volume of daily dollar 
purchases passing through the 
Venezuelan central bank since Jan­
uary . Each day $90 mil l ion in dollar 
purchases is  being made by Vene­
zuelan business interests-or $20 
bi l l ion annually. While Venezuela 
has traditionally had a high volume 
of  dollar purchases , about one­
fourth of this is sheer flight capital . 

Coupled with rising Colombian 
flight capital-the largest drug 
group there, the Michelsens,  
bought their own M iami bank four 
years ago-and a surge in  flight 
funds from politically troubled 
Central America, i t  is clear that 
banking deregulation has paved the 
way for a $20 bil l ion annual pass­
through of  tlight capital funds in 
Florida banking. 
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World Trade by Mark Sonnenblick 

Cost 

NEW DEALS 

$2.6 bn .  

$359 mn.  

$335 mn.  

$85 mn.  

$ 1  \0 mn.  

$60 m n .  

$50 mn.  

$53 mn.  

$46 mn.  

$50 mn.  

UPDATE 

$ 1  bn . 

Principals 

SyriajU .S .S .R .  

Colombia from 
World Bank 

Malaysia from 
Japan 

Mexico from 
U .S .A.  

Trinidad from 
Italy 

India from 
U .S .A.  

West Germany 
from U.S .A .  

Pakistan from 
U.S .A .  

Iraq from 
Japan 

Turkey from 
World Bank 

Jordan from 
China 

Cuba from 
France 

Saudi Arabia 
from Britain 
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Project/Nature of Deal 

Syria and Soviets signed 198 1 -85 pact that will raise 
trade by 1 50% over 1976-80 levels .  Soviets will supply 
machinery, rolled metals, chemicals, and wood. Syria 
will supply cotton, textiles, cosmetics, and oi l .  

World Bank is loaning $359 mn.  of $ 1 .3 bn .  cost  of 
G uavio dam and power station .  This, the largest World 
Bank loan to a Latin American country, is at 9 . 6% for 
17 years. Other financing: $37 5  mn .  Colombian agen­

cies; $469 mn. private bank co-financing and supplier 
credits; $ 100 mn .  IADB.  

Govt.-owned sponge iron plant wi l l  be  built by Nippon 
Steel, Daido, and Mitsubishi Heavy Industries . Will 
produce 600,000 tons per day . 

Dravo Corp . has won contract to build iron ore pelletiz ­
er plant and related handling facilities for the Las 
Truchas steel complex. Will begin second phase of the 
state-owned company. 

State-owned E N I  subsidiary Snamprogetti wil l  build 
1 ,620 ton per day urea plant for Trinidad and Tobago . 

Air India has signed for 4 Boeing 7 37 's .  

Berliner Kindl brewery will brew American beer under 
license from Anheuser-B usch . 

Pakistan will import 90,000 tons of vegetable oil  fi­
nanced by PL-480 program in which local currency 
from sale of oil is used to finance labor-intensive 
projects to increase Pakistani oilseed production .  

Furukawa Electric will build telephone networks near 
Baghdad. 

The I FC-branch of the World Bank has pul led together 
a wide variety of investors to build a 20,000 tpy glass­
works.  IFC loaning $ 1 1 mn .  

China Aero-Technology wi l l  build 1 ,523-unit apartment 
housing project in Jordan, employing mainland Chinese 
workers. 

Alsthom-Atlantique will bui ld 330 Mw thermal electric 
station at M atanzas . 

British Aerospace is hoping King Khaled' s  visit wi l l  
clear path for renewing service contract on aging British 
Lightning interceptor jets and Strikemaster trainers 
used by Saudi air force. Contracts, since 1966 ,  cover 
maintenance and training. 1982-85 contract would cost 
$300-$400 mn. per year. 

Comment 

Recent Soviet exports 
have focused on military 
equipment and advisers . 

1 ,000 Mw project in­
tended to ease Bogota 
blackouts by 1988; see 
article in this issue of 
EIR. 

Structural steel wil l  be 
imported from Japan . 

E ximbank helping to fi­
nance. 

Will try to sell it in West 
Berlin . 

H ouse Agric .  Commit­
tee has ende. d  require­
ment that PL-480 go in 
U.S. flagships to cut 
budget . 

Will increase Turkey's 
output by 80% .  

China seeks foreign jobs 
for workers idled by col­
lapsed growth plans. 

Letter of intent signed. 

British hope Saudis will 
hold aged B ritish planes 
to avoid reliance solely 
on American jets . 
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Agriculture by Susan B. Cohen 

Interest rates hound U.S. farms 

Producers looked to /98/ for relief/rom last year's inflation 
and credit crunch. It hasn 't come. 

The u.s. Department o f  Agricul­
ture has reduced its earlier projec­
tions for both net farm income and 
farm exports in  1 98 1 .  Prompting 
the readjustments is the continued 
pressure o f  usurious interest rates, 
which for the second year in a row 
have slapped farm producers with 
soaring production costs , damp­
ened foreign trade potential ,  and 
seriously undercut the commodity 
markets . 

At the beginning of  the year the 
USDA projected 1 98 1  net farm in­
come within the $27 to $32 bi l l ion 
range-a slight recovery from the 
$22 bill ion low of 1 980, and a sharp 
30 percent drop from 1 979 net in­
come levels. But, as of the first 
quarter of 1 98 1  net farm income 
was running at an ann ual rate of  
$ 1 8  bi l l ion,  nearly 20  percent below 
last year's low! Even if-and it 's a 
big if at this point-prices pick up 
in the last half of  the year, last year's 
losses will  hardly be recouped . 

Similarly, the USDA has scaled 
down their projections for 1 98 1  
farm exports, for the second time 
since the beginning of  the year. Sev­
eral months ago the USDA adj ust­
ed export projections down $ 1  bi l­
l ion to $47 bi l lion ,  attributing the 
drop to the effect of contin ued high 
interest rates in depressing world 
economic activity and undercutting 
export demand as wel l as the unex­
pectedly good crop turnout in the 
Southern Hemisphere . 

Last week , the USDA again re-
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duced their projection by a bi l l ion 
dollars. $46 bil l ion worth of  exports 
is stil l  a record, b ut the trend is 
d iscouraging . With another bump­
er wheat crop now in sight-the 
1 98 1  winter wheat harvest is esti­
mated at a record 2 .08 bil l ion bush­
els. up 10 percent from last year­
and a bumper corn and feedgrain 
crop enti rely possible, the market 
pressures will be all on the down­
side in coming months.  

As we reported several weeks 
ago, tight credit and high rates are 
hurting the l ivestock industry even 
more direct ly. At least 20,000 
ranchers and feedlot operators have 
gone out of business in the past 
year . 

Last year farm producers had to 
slash capital investment in an effort 
to stay afloat under the terrific fi­
nancial pressure of high rates and 
soaring production costs-farm 
equipment sales dropped by 1 5  per­
cent, and layoffs spread throughout 
the farm machinery manufacturing 
sector. Many producers didn't  
make it .  Since March 1 980 more 
than 1 00,000 have gone o ut of  bus i­
ness. Those who survived looked to 
1 98 1  for relief. 

Now. according to the latest 
monthly report of the Farm and 
Industrial Equipment Institute, 
sales of major  farm machinery for 
the first four months o f  1 9 8 1  were 
running behind 1 980-when sales 
plunged more than 30 percent in the 
first quarter! The report prompted 

a survey by the Institute, which 
found that farm equipment manu­
facturers now believe that machin­
ery sales will rise only 5 to 8 percent 
over last year-in spite of "pent-up 
demand ."  Manfacturers have vir­
tual ly written off 1 98 1  and have 
targeted 1 982  for a possible turna­
round in the dismal situation .  The 
only conditions under which any 
improvement can be hoped for in  
1 98 1 ,  manufacturers freely admit, is 
if interest rates come down signifi­
cantly by harvest-time. 

These concerns are reflected in 
credit and banking surveys of  the 
farm belt, where, although rural 
ban ks are flush with funds, the high 
rates have suppressed loan demand. 
Surveys in the Ninth and Tenth 
Federal Reserve districts, around 
M inneapolis and Kansas City,  re­
spectively, found that more than 
half the regional bankers anticipat­
ed that more of thei r producer bor­
rowers would have more serious 
loan repayment problems this year 
than last, and expressed concern 
about the farm income picture. 

Initiatives have been taken in 
various parts of  the country to pre­
vent the wave of  bankruptcies the 
contin ued high rates threaten.  

In  Colorado, for instance, the 
state legislature has j ust passed a 
bill mandating the Colorado Agri­
cultural Development Authority to 
issue tax-exempt bonds to raise 
money to provide below-market­
rate financing for Colorado farm­
ers purchasing farmland and ma­
chinery. "When agriculture is cur­
rently earning only 5 percent on 
their investment, they need this type 
of  legislation," State Sen . Ray 
Power (R) ,  a prime sponsor of  the 
measure said .  "I think this bill can 
help ho ld down food prices and 
help keep farmers in business ."  
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Currency Rates 
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Invest in oil ... 

on canvas 

The Rape of Caronna, 
Domenico Vaccaro, 18th century Neapolitan 

PFA 
Old Master Paintin,fJs 

Right now, investing in art - if you have the assurance 
of quality and authenticity that only expertise can give 
- is one of the most profitable and safest opportunities 
available. 

PFA offers a unique selection, specializing in the 
great Italian Masters, many of which have the advan­
tage of being as yet "undiscovered" by the general 
market. Excellent opportunities are available for the 
new collector or investor. 

PFA offers such masters as Guido Reni, Annibale 
Carracci, and Francesco Romanelli. These beautiful 
and irreplaceable works can only increase in value. 
PFA's expertise, both in Old Master paintings and in 
the international art market, guarantees the key to 
sound investment: fine condition and authenticity. 

Pepper Fine Arts, Inc. 
Marcia Merry, Director One f-Iarkncs, Pl.lla 
TEL.: (212) 974-1970 61 West 62nd Street. Suite 10J 

CABLE: PFINART, NEW YORK New York. NY 10023 



Business Briefs 

Credit Policy 

Japan-German summit : 
how to lower U.S. rates 

Joint action to pressure the United States 
to lower interest rates i s  the main agenda 
of the June 1 0- 1 1 Bonn summit between 
Japan's prime minister, Zenko Suzuki ,  
and West German Chancellor Helmut 
Schmidt, say Japanese sources . 

Kyodo News Service reports that at a 
Tokyo meeting June 9 prior to Suzuki's 
departure for Bonn,  such joint action was 
agreed upon during a meeting between 
Japanese Economic Planning Agency 
Director Toshio Komoto and West Ger­
man Economics Minister Otto Lambs­
dorff. Both Komoto and Lambsdorff 
com plained that astronomical U . S .  inter­
est rates were causing currency turmoil 
and obstructing economic recovery in 
both their countries. 

Komoto and Lambsdorff will also 
represent their respective countries at the 
June 1 5- 1 6  Organization for Economic 
Cooperation and Development (OECD) 
meeting in Paris, and will begin their 
joint appeal there . 

Suzuki ,  on a 1 3-day tour of Europe 
prior to the seven-nation Ottawa, Cana­
da summit in July, is expected to reach 
agreement with Schmidt on a joint pres­
entation of the anti-Volcker line there. 

Banking 

Don't panic ! 

Former Council of Economic Advisers 
Chairman Alan Greenspan this week is­
sued a report on the nation's savings and 
loan industry which attempts to create a 
crisis atmosphere around the S& Ls ,  de­
claring the industry bankrupt to the tune 
of a book loss of  $70 bi ll ion on total 
mortages now held, due to rising interest 
rates and fal ling mortage values . 

While EI R was the first to warn of the 
danger to the S& L industry, we don't 
believe in panic mongering . M r. Green­
span, according to Washington insiders, 
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has, in  any case, an ulterior motive. He 
seeks to create a crisis atmosphere in 
which to force through Federal Reserve 
Chairman Paul Volcker's "emergency" 
legislation providing f or forced mergers 
of beleaguered S& Ls into out-of-state 
commercial banks and S&L giants. 

Townsend-Greenspan Inc., in one of 
its latest consulting reports, predicts that 
even if  interest rates recede to April 198 1 
levels of 18 percent, total pretax losses of 
the S&Ls wil l  st i l l  r ise ,  from $900 million 
in the first quarter to $ 1 .9 bill ion in the 
fourth quarter of  198 1 .  Total losses in 
198 1 ,  they wri te ,  could go to $5.5 bil l ion, 
and to $7 bil l ion in  1982.  

I f- a s  the Fed h a s  a l r ea dy a n ­
nounced-money-market rates rise even 
further this year and next, thrifts' losses 
"would escalate to tru ly horrendous pro­
portions," Mr. Greenspan stated. 

Citing the absurd hypothetical case 
in which the thri ft  institutions al l  had to 
l iquidate their $ 600 b i l l ion  in assets ,  
mostly home mortages, at today's mar­
ket values, he then calculates the thrifts 
would have a $ 1 00 bil l ion book loss. 

This, he concludes, would bring S& L 
industry net worth (capital) down from 
$31 bi l l ion to negative $70 bil l ion .  Thus,  
the Treasury could never afford to bai l  
out the S&Ls,  G reenspan states. 

Foreign Exchange 

Fall of French franc 
would scuttle EMS 
The imminent collapse o f  the French 
franc will collapse the European Mone­
tary System, according to longstanding 
enemies of  the EMS. F.  Lisle Widman,  
J immy Carter's deputy assistant secre­
tary of the Treasury wrote in the Journal 
o/Commerce June I I  that "the European 
Monetary System is joining the assem­
blage of international institutional fail­
ures . . .  the grand design is dead ."  

The failure, according to Widman, 
came because the national economies 
could not sustain fixed monetary rates 
and "only by ruthless use of  interest-rate 
pol icy have they been able to keep the 

exchange rates within the E M S  band." 
Thus, if Mitterrand raises the minimum 
wag�, increases public sector employ­
ment and nationalizes, the franc will  fal l .  

M itterrand has increased the mini­
mum wage 1 0  percent, family benefits by 
25 percent, pensions by 50 percent, and 
created 54,000 public works jobs .  

The Wall Street Journal also gloats 
that the "embarrassed reaction to the 
Israeli attack on  the French-supplied re­
actor in Iraq" might cause Arab deposi­
tors "to start selling f rancs in  a big way." 

Now that the EMS is  gone, says Wid­
man, "it may be hard to save the Com­
mon M arket itself ."  

Tax Policy 

Confrontation looms for 
the President 

President Reagan's decision to reject the 
tax compromise offered by House Ways 
and Means Committee Chairman Dan 
Rostenkowski (D-I l l . )  seems to have got­
ten him into a confrontation with Con­
gress he can ill afford .  

The President was set u p  f o r  this by 
the extremist M ont Pelerin supply-siders 
in h is administration, led by Donald Re­
gan and David Stockman, who hope a 
tax fight will provide a cover under which 
their a l ly Fed Chairman Paul Volcker 
can contin ue to raise interest rates at wil l .  

H ouse Ways and Means Democrats 
this week attacked the administration's 
three-year tax plans as  the bill was intro­
duced into the H ouse for markup by 
Rep . Barber Conable (R-N . Y .) and con­
servative Democrat Kent Hance from 
Texas .  Liberal Democrats cal led the 
President's business proposals a "subsi­
dy," not simply a writeoff, and charged 
it would give insufficient tax breaks to 
poor and middle- income families. 

The conf rontation was heightened by 
Treasury Secretary Donald Regan, in a 
Chamber o f  Commerce appearance, 
where he attacked the Rosten kowski 
Democrats strongly as having "wavered 
and waffled" on the bi l l .  " Sometimes I 
think what they're trying to do is to delay 
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in order not to have a tax cut in 19 8 1 ."  
Regan rejected o ut of  hand a new 

compromise offered by H ouse Majority 
Leader Jim Wright (D-Tex .) June 1 0 . 
Wright told the press that the Democrat­
ic leadership was ready to go all the way 
with the three-year tax cut the adminis­
tration has demanded, rather than the 
Democrats' two-year compromise for­
mulation,  if  the Treasury will agree to a 
"trigger" for the third year of cuts which 
would make year three dependent on a 
good economic performance during the 
first two years of the President's pro­
gram. 

Public Policy 

EIR's David Goldman 
tours Mexico 

David Goldman, economics editor of 
Executive Intelligence Review. has just 
completed a 1 0-day visit to Mexico,  
where he discussed how the high in terest 
rates of Federal Reserve Board Chair­
man Paul Volcker in the United States 
will have "catastrophic" consequences 
for Mexico and the rest of  the world. 

Goldman , in addition to numerous 
speaking engagements including a semi­
nar sponsored by EIR . interviewed on 
Mexico's Channel 1 3  television .  Gold­
man's June 9 conference was covered by 
five major Mexican dailies, im!luding El 
Heraldo of  Mexico City . EI Heraldo re­
ported Goldman's warning that "if U . S .  
author i t ies  d e c i d e  to co n t i n ue Pa u l  
Volcker's pol icies of  rais ing in terest 
rates, the consequences for Mexico will  
be catastrophic ."  The paper noted the 
economist's charge that no country in the 
world had ever successfully shown that 
high interest rates halt inflation .  

On the  popular  Channel  1 3  news 
show, Goldman was  asked to comment 
on Mexico's recent decision to reduce oil 
prices. Goldman responded that oil pric­
ing was a "sovereign decision" to be 
handled by the Mexican government, but 
added that the worldwide decline in oi l  
consumption had undoubtedly influ­
enced the decision.  
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International Credit 

Nigeria targeted for 
popUlation control 

Nigeria has become the first heavily pop­
ulated oil-producing country to run into 
debt-financi ng troubles because of the 
adverse effects of  the current high i nter­
est rates imposed by the Bank for I nter­
nat ional  Settlements on world cred i t  
markets. 

Although an oil producer, Nigeria  is 
reported to be heavily drawing down its 
foreign currency reserve to pay for food 
and machinery,  due to rising interest 
rates and the collapsing world oil price, 
bankers said this week . Nigeria's reserves 
have collapsed by 50 percent to only $5 
bill ion, and the country is  forecast to 
have a $3 bil l ion deficit by 1983 .  

Lloyds Ban k  in London reported this 
week that Nigeria's recent efforts to bor­
row in London have been met by bankers 
who demand higher interest rates and 
tough loan terms .  Relative to its newly 
diminishing income, Nigeria i s  now seen 
as "overpopulated" by bankers, a Chase 
Manhattan official said this week . 

M arshal Carter of the U . S .  State De­
partment even predicted a "destabilizing 
effect on  political conditions" due to 
population pressures colliding with a re­
duced budget . Nigeria and other coun­
tries "have painted themselves into a cor­
ner, especially those with democratic 
governments ,  if they cannot l ive up to 
their development plans," she said . 

James Greene, chairman of American 
Express International Banking predicted 
this week that M exico , I ndonesia, Ma­
lays ia ,  Ecuador, and  other countries 
would soon have to reduce popUlation 
growth or face similar credit problems .  
" Population in  these countries is grow­
ing at a very substantial rate , and the 
population has been fed with the i l lusion 
of  progress.  Suddenly they will be faced 
with rapid unemployment and other bur­
dens which will  mean social unrest of a 
very explosive sort. 

" Either they will have to wind down 
their borrowing or face this problem," 
Greene stated . 

Briefly 

• ASSISTANT SECRETAR Y  of 
State Robert H ormats told El R 
that the Haig State Department is 
now promoting an end to food 
subsidies in the LDCs, with sharp­
ly increasing food prices and re­
duced consumption .  Hormats ad­
mitted "a num ber of developing 
countries have a starvation prob­
lem," but said foreign aid could 
help this, neglecting to mention 
foreign aid has also been reduced . 

, 

• FREN CH Foreign Min i ster 
Claude Cheysson has ca lled for a 
"new fund" to channel private fi­
n anci ng into the Thi rd Wo rld 
modeled on the B randt Commis­
s ion ' s  insurance fun d  program . 
"The World Bank and the Inter­
national M onetary Fund do not 
work ,"  he said in Washington . 

• THE FEDE R A L  R ESERVE 

has been robbed of $ 1 .5 5 mill ion 
by two Brazil ian embezzlers in  the 
first recorded case o f  E FT fraud 
against a central bank . Vera Lucia 
Campos, a Fedwire employee, is 
charged in U .S .  federal court with 
depositing the federal funds in the 
National Bank of  Virginia. The 
money is alleged to have then been 
transferred to the Swiss Bank Cor­
pora t ion  a n d  U n i o n  B a n k  o f  
Switzerland .  

• HEALTH A N D  HUMAN Ser­
vices Secretary Richard S. Schwei­
ker's M ay 12 estimate of a $33 ,600 
Social Security tax saving over the 
l ifetime of a worker who enters the 
labor force in the next year has 
been confirmed by the S ocial Se­
curity A dm in istration .  Schweiker 
said that the $33 ,600 would be a 1 0  
percent saving in  that average 
worker's taxes , implying therefore 
a tax load of $300,000 which would 
be matched by the employer for a 
total of $600,000. The trick is the 
assumption by the actuari es of 
over 9 percent inflation for the 
1 9 80s; 8.0 percent in the 1 990s , and 

j ust under 6 percent through 2027 . 
Can V olcker last thai long? 
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The inside story of 
the Club of Rome 
by Nancy Spannaus, Contributing Editor 

In his speech before 1 20 diplomats and government officials in Washington, 
D.C. this last week, EIR founder Lyndon H. LaRouche, Jr. identified the 
major  policymaking institutions of the advanced sector as the real problem 
leading the world toward World War I I I .  No one could exemplify this 
judgement more clearly than Alexander King,  cofounder of  the Club of 
Rome, as he described the origins  and workings of that i nstitution to EI R in 
Paris last month. 

King's Club of Rome is not a power in its own right. Many in the United 
States and developing sector would hardly recognize its name. Yet the 
institutional connections of this elite group, which began with a mere four 
individuals in 1 968 , m ake it one of the central coordinating bodies for the 
worldwide depopulation policy which ranges from mass sterilizations, to 
right- and left-wing terrorism, to fomenting of  Salvador-like civil wars. It is 
the policies formulated in  the Club of  Rome, on  behalf of the "black noble" 
fami lies of  Venice and Great Britain ,  which are then transmitted through 
leading institutions such as NATO, the OECD, and governments of  nations 
l ike Canada. 

Policy-makers 
Despite his care to present a respectable image, M r. King's interview as 

a whole lays bare the central policy commitments that motivate the Club of 
Rome and its assets .  His first statement is rather mild :  "The Club of Rome 
originated in a feel ing that growth for growth' s  sake was not good 
enough ."  The first clear ex tension of this po licy i s  in the area of education, 
King says, beginning with l inking the educational curricula with their 
"economic impact." Again, the sentiment appears vague, until o ur corre­
spondent draws out King's  acknowledgement that he and his group could 
be considered the intel lectual "fathers o f  the evenements ," i .e. the May 
1 968 student anarchist uprisings in France. 

Gradual ly the pol icy profile becomes clearer. " Many of us felt that the 
nat ion-states of especial ly Western Europe were not looking at the long 
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term, but were bound up with short-term electoral 
cycles, and far too traditional ."  The meaning of that i s  
directly lin ked to the views o f  the Council on Foreign 
Relations, whose member Lloyd Cutler, then personal 
counsel to President Carter, wrote an article on future 
governments last year.  Governments will increasingly 
be absorbed with the business of  managing scarcity, 
Cutler said, and therefore must be cut off from the 
demands of the constituen cies . King extends the argu­
ment to cutting off the nation-state as an institution .  
Thus the  concentration of the Club ,  as  K ing admits, 
was on the development of systems analysis in such a 
context th at at the founding meeting, "economic 
growth was never even mentioned ." 

True, King protests that the Club has been slandered 
with the characterization "zero growth ."  But the cause 
of his objection is clearly public relations oriented . King 
is interested in promoting zero growth through the 
rubric of the "technetronic society ," as envisioned by 
such madmen as Zbigniew Brzezinski and the late H. G .  
Wells . How does this cohere with the so-called concern 
for the "humanization" of  science reflected in the 
educational reforms and King's discussion of the policy 
review by the Nobel Foundation in 1 968? Merely that 
an increasingly small group of technocrats will run the 
increasingly smaller core of  industry, manipulate the 
overall popUlation through the "information" society, 
and leave the bulk of  the world 's  population without 
access to the tool of technological development. 

Eventually King is brought to admit the conse­
quences of his technetronic dream . That is not only the 
reduction of  the world's population,  but a reduction in 
such a way that the "white races" are preserved . 

Penetrating institutions 
King's description provides the reader with a re­

markably clear image of how the Club of Rome func­
tions to shape the policy directions of leading institu­
tions. The Club of Rome is not at al l  interested in 
wielding power as such-that makes it too direct a 
target of opposition . It prefers to act "as a catalyst," 
leaving the appearance that the student rebel l ions,  
destab ilizations, and economic retrenchment programs 
it is fostering are "j ust popping up spontaneously . "  

The Club's institutional connections go i n  two direc­
tions-the institutions from which it  was spawned, and 
the institutions th rough which it operated to form ulate 
global depopulation policy. 

Its progenitor institutions are the direct creatures of 
the international ol igarchy that wishes to preserve the 
world as its own private "game preserve ."  The notable 
and iden tifiable element of this oligarchy he mentions 
are: I )  The AgneI li Foundation-a - creature of  the 
Venetian nobility; 2) the Nobel Foundation-a creature 
of the Swedish nobility; 3) Royal Dutch Shell-a crea-
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ture o f  the Dutch nobi lity; 4) Nestle' s  Corporation-a 
creature of the Swiss and old Austro-Hungarian nobil i­
ty; and 5) the O EC D  itse lf, the NATO pol icy-setter -
effect ively functioning as an arm of the intell igence 
branch of the British royal household .  

On the underside of the Club of  Rome are the 
institutions of  influence and implementation, ranging 
from academic centers to the nest of  M ussolini 's  secret 
police and terrorist controllers exposed in I taly within 
the Propaganda D ue M asonic Lodge. 

King himself does not want to concentrate on the 
poli tical end of these institutions .  It was quite by 
accident we were well received by the A ustrian govern­
ment, he demurs.  But King's  modesty aside, the accom­
panying list of  Club members makes clear that the Club 
controls not only heads of state l ike Pierre Trudeau, but 
leading members of  the Socialist International , banking 
circles, and other power positions throughout the ad­
vanced and developing sectors . 

The so-called academic institutions are quite reveal­
ing .  Key among them are I FIAS,  the In ternational 
Federation of  Institutes of  Advanced Studies, and I IA­
SA, the I nternational Institute for Applied Systems 
Analysi s .  These groupings, both technically oriented , 
are key penetrators of explicitly anti-Club of Rome 
governments and institutions ,  including especial ly the 
Soviet Union. Acting as impartial experts, their mem­
bers are ruining dozens of nations ,  contro ll ing interna­
tional institutions l ike the United Nations, I M F, and 
World Bank, and perverting the best of  scientific minds 
looking for a solution to underdevelopment . 

King provides al l  the evidence l inking the Club to 
the P-2 fascists and their col laborators in Argentina, 
Libya, and the KGB.  The l ink is the Adela ,  or Associa­
tion for Development of  Latin America, which is part 
of  the financial network called Inter-Alpha that sup­
ports the left and right terror activities of P-2 . Argen­
t ina ,  where King and Rockefeller picked up Club 
cofounder A urelio Peccei , is the wel l -known home for 
fascists who find Italy too hot for the continuation of 
their secret police and di rty money activities. 

Careful evaluation of King's  interview should give 
heads of government and the pro-growth,  anti-world 
government leaders of  the Reagan administration all 
the evidence they need to understand how the Club of 
Rome functions as the head of  the Global 2000, geno­
cidal hydra now leading the world toward hideous 
depression and World War I I I .  

Perhaps this fact will not be ignored b y  individuals 
being lured into the upcoming Club of  Rome annual 
meeting in Caracas, Venezuela, or at the upcoming 
OECD meeting in Paris ,  or the June 1 3  Palme Commis­
sion meeting in M oscow. Destroying the capabilities of 
the head is the most efficient way to cripple the ol igarch­
ical monster. 
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Exclusive Interview 

Club of Rome founder Alexander King 
discusses his goals and operations 
The following interview with Dr. A lexander King. founder 
of the Club of Rome. was conducted May 26 in Paris by 
EIR's Laurent Murawiec and Dino di Paoli. 

EIR : When the United States launched the Space Shut­
tle, there was a groundswell of public support for science, 
technology and related matters . In your mind,  Dr. King, 
does this imply a backlash against the kind of influence 
on public opinion represented by, for example, the 1 966 
report by Anatol Rapoport of  the Tavistock I nstitute? 
He analyzed the effects of science and technology on 
American society in light of  the NASA moon-shot effort, 
and reported too much respect for science among the 
population ,  recommending a counter-effort .  
King : Well ,  public opinion is a very labile thing;  i t  
changes very easi ly .  Since 1 968,  there has been a gradual 
demystification of science, and an increasing resistance 
to new technology. This, of course, i s  the sort of thing 
that goes up and down . Science occasionally h as some 
big breakthroughs, l ike the first man on the Moon,  and 
then it  becomes popular. But then, the pendulum swings 
the other way. 

The Space Shuttle is  typical . At  the moment, people 
are relatively pleased with that kind of  thing. But some- . 
thing else wil l  happen , and public opinion wil l  go the 
other way . . . .  

EIR : I mentioned Rapoport's report because i t  seems to 
have had an enormous impact on future thinking about 
science and technology. After the report, NASA started 
to be scaled back,  for example. M uch work l ater done 
resulted from i ts conclusions, that there was an excess of  
science in society . 
King : I doubt if that report as such has had as m uch 
influence as you say .  Nonetheless, i t  was a very good 
report, the culmination of a movement of thought occur­
ring in many places at the same time. M any people had 
the same doubts about science and technology that Ra­
poport expressed. 
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EIR : Could you give us some picture of how this idea 
arose-as you put it ,  in many places at the same time? 
King : I think this i s  something that has happened over 
and over again since the beginning of M an's history. 
Sometimes, the same thing has been invented in three or 
four different p laces s imultaneously. I t  h appens because 
people are working in the same d irection in many places, 
and a l l  the background, all the environmental prepara­
tions h ave been m ade-it j ust  comes out like that. I t is 
very common, and I think we will see more of this . It also 
happens in public opinion . In 1 968, when we had the 
student troubles here in France, it happened simultane­
ously everywhere else. And the anti-pollution lobbies, 
the conservationists coming out and influencing govern­
ments for the first time-all this happened simultaneous­
ly in many places . 

I n  fact, some governments have been working on this 
for nearly a hundred years . The public had not reacted . 
But then, new i nventions, and new ideas often make their 
appearance in history with movements which are some­
times very complicated, but which m anifest themselves 
in many places at the same time. That is standard. 

EIR : In  other words, for the idea we are discussing here, 
you mean to indicate that, for example ,  Aurelio Peccei 
was off working on his own; you were working on your 
own ,  and so forth? 
King :  Yes, I h ave been here in Paris for about 20 years. 
I was a d irector-general of  the OECD and then general 
secretary . Even then , a Danish economist, Thorkil Kris­
tensen, and I talked over this many times. 

The Club o f  Rome originated in a feeling that growth 
for growth 's  sake was not good enough.  None of us in 
the Club of  Rome have ever been against economic 
growth.  We have been identified with zero-growth, true, 
but we have never been for it. Anecdotally, I can tell you 
about that . 

I n  the period when this was happening, Thorkil 
Kristensen wro te a paper for the Council of Ministers of 
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the O E C D  on the problems o f  contemporary society .  
The m i n isters discussed i t-before the evencmcnls [stu­
dent an d l abor stri kes of M ay 1 968  in Paris-ed . ] .  What  
was  disc ussed was the  q uest ion  o f  educat iona l  u n rest,  the  
questi on of  the need fo r deep educati ona l  reform to make  
young people m u ch m o re at u n ed to what was h appening ,  
m uch m o re i n  tune with  societal  rea l i t ies .  The d iscussions 
rai sed the quest i o n  o f  env iron menta l  destruct ion ,  the 
q uest ion  o f  a l ienat ion of  the i n d i v i d u a l ,  rejecti on of  
author i ty  and m a ny other  t h i ngs o f  that  k ind .  They a l l  
cam e u p  a t  t h e  sa m e  t i m e .  

K ri stensen a n d  I fe l t  t h a t  governments ,  a l though 
w i l l i ng to  debate these  t h i ngs ,  were not  capable  of  acting 
quick ly en ough o r  resp ons ive ly  enough to these ch anges . 
The bureaucracies o f  governments ,  even m ore than the 
m i n i sters, are post facto m echan i s m s .  They o n ly react 
after even ts ,  and do n ot fo resee them . They are not  
prepared for th e m .  

I t  w a s  at t h a t  t i m e  t hat K ri sten sen a n d  I g o t  i n  touch 
with A urel i o  Pecce i .  The Club o f  Rome was actua l ly  born 
i ns ide the 0 EC D ,  around s u ch co ncern s .  

EI R :  Did t h e  O E C D  do a n y  work o n  t h i s  educat ional  
question pr ior  to the Par is  h'cncmen!s? 

King : Y es ,  q u i te a lot .  We were very i n terested i n  educa-

Alexander King: a 
subverter of science 
Dr.  Alexander Ki ng, C B E  (Com m ander of the 
Brit ish Empi re) and C M G  (Commander of the 
Order o f  S t .  M ichael  a n d  St .  George), has  taught 

chemistry at the I mperial Col lege,  Lon d on and 
headed the Brit ish Scientific  M iss ion i n  Washing­
ton fro m 1 94 3  to 1 94 7 .  Beg i n n i ng i n  1 968 ,  he was 
director general for the Scient ific A ffairs S ection of 
the O rganizatio n  for Economic  Co operation and 
Development ( O EC D) ,  an apparat us considered a 
subordinate feature of N ATO, but  actual ly its  pol­
icy control ler .  

D r .  King a l so heads the I nternational  Federa­
tion o f  I n stitutes for Advanced Studies ,  the coor­
dinating body for seven such inst i tutes, with mem­
be rship heavi ly overlapping the C l u b  o f  R o m e .  The 
I nternat ional  Federation of  I nstitutes for A d­
va nced Studies is based i n  Stock h o l m ,  Sweden and 
Pari s ,  France and has c lose ties to the Tavistock 
I n st i tute, the Sussex-based fl agsh i p  i nsti tut ion of 
British inte l l igence's psychological  warfare divi­
s ion . 
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t ional  p rogram s .  We invented the wh ole question of 
curriculum reform,  try ing to teach mathematics and 
chemistry,  etc . in n ew way s .  We were the o n ly body that 
began to look at  education in  term s o f  i ts  economic 
i m pact .  We were very m uch criticized for th is .  The 
m i n i stries of  ed ucat ion  were a l l  cu l tura l ly based . Educa­
t ion  was something that passed down the riches of  pos­
terity t o  n ew generati ons ,  in  their view . To tie education 
to the eco n o m i c  wagon seemed terrib le .  But they exag­
gerated and m i sconstrued our purpose,  as  always . 

What we were trying to do was to examine  the 
educati ona l  system i n  relat ion to the economy-it is  a 
very big relati o n s h i p .  Y o u  have to look at education i n  
term s o f  t h e  needs o f  the future econ o m y  and t h e  kinds 
o f  j obs  that a re going to be req uired.  W h at k ind of 
tra in ing i s  req u ired , i ntel lectually as well  as in the ordi­
n a ry sense of social ization . 

EIR : Were you involved i n  the proj ect to transform the 
way mathem atics i s  taug h t ,  the  so-ca l led New M ath? 
King : Yes, yes,  yes. We pioneered it, very m uch so ! A t  
that t i m e ,  under K ri stense n ,  t h e  O EC D  was a very 
i n n o vative p lace.  I was in  charge of science and technol­
ogy , and educati on , a n d  we had our i n ternal policies . 
O ur pol icy was roughly that we should be at least five 
years ahead of  the th i n king of  the n at ion-states; secon d ,  
h owever, we should  n ever appear t o  be  m ore than two 
years ahead . Otherwise,  we would be k i l led ! 

Our  policy was to l o o k  at everyt h i ng that is new, at  
speculati ve matters,  matters o f  uncertainty .  We had 
m a n y  fai l u res ,  but  then again ,  when we were successful ,  
and the nation -states would get  i n terested ,  we had com­
pleted o ur catalytic role .  We would drop those activities 
and beg i n  new o nes .  I t  was a very mobi le  and very 
i n teresting approach.  

When we started the curriculum refo rm ,  a number of 
people,  particularly i n  A m erica,  at  M IT,  were very i nter­
ested .  We fo u n d  a n u m ber of  French mathem atics teach­
e rs terr ibly in terested . We also fo und people in  Germany 
and the U n ited K ingd o m ,  too . 

After abo ut th ree years , we h ad nat ional  commisions  
for curricul u m  reform o n  vario us subj ects i n  al l  member­
nat ions .  At that  point ,  we decided we had done enoug h  
of that ,  and w e  dropped i t .  The m i n isters [of t h e  mem ber­
nat ions]  thought we were crazy ! The thing was success­
fu l ,  so why were we sto p p i ng it? But we had catalyzed it ,  
and that is  a l l  we i nten ded.  By the t ime we fin i shed,  there 
w as an econom ic sect ion i n  the m i n istries o f  education in 
every nat ion -state in  the O E C D .  

E I R : Who headed the eco n o m i c  section  i n  France? 
King : A h ,  wel l ,  France was n ot very keen on this  . . .  . 
The pri mary work was done in the U n i ted States . . . .  We 
were i n  on a l l  k i nds  o f  co l loquia  con nected to this .  A 
n um ber of Frenchmen were very k een o n  this  . . . .  Ber-
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trand de Jo uvenel [head of the I nternatio nal  Associat ion 
o f  Futuribles,  many of  whose members are now m i n i sters 
in the M itterrand government-ed . ]  i s  a very good friend 
of  mine,  b ut he was n ot very m uch involved, altho ugh 
extremely sy mpathetic .  

The main proposals  for methods and tec h n i q ues came 
from groups at Pri n ceto n and Ohio State U ni versity , and 
their members became o ur advisers for three yea rs .  Then,  
through the M ed iterranean Regional  Project,  we worked 
in six OECD M editerranean n atio ns-G reece, Turkey, 
Italy,  Yugoslavia,  Spai n ,  Po rtugal-putting through ed­
ucational  refo rm plans in all o f  them . So, we started lots 
of things, lots o f  things,  long befo re the M ay 1 968 
evenements.  

EIR : So in  a certai n  way, you m ight  be considered the 
fathers of  the evenemen ts'? I mean, o f  cou rse, the intel lec­
tual fathers. 
King : Yes, We were very sympathetic to many features 
o f  the evenements.  

EIR : I would guess that General de G a ulle was not very 
sympathetic toward y o u'? 
King : Y es,  wel l ,  France was not  one of o u r  great sup­
porters at that t ime.  

M cGeorge Bund�' 

The Ford Foundati o n  helped 
us a great deal at O EC D .  We 
started a center for educati on in­
n ovati o n ,  outside the p urview of 
the normal budget, financed half  
by the Ford Foundation and half  
by i n d ustrial  enterpri ses, especial­
ly Royal D utch Shel l .  

W e  were particularly helped 
by the Brit ish m i n i ster of educa­
tion at  that time, Tony Crosland,  
one of  the very br ight  and inno­

vative people i n  the Labour Party-a big loss that he 
died . 

The beginn ing of the Club of Rome en ters here. 
M any of us fel t  that the natio n-states of  especial ly  West­
ern Europe were not  looking at the long ter m ,  but  were 
bound up with short-term electo ral cycles, and far too 
tradit ional . So, I was looking around for something to 
do . I had never heard of  A urelio Peccei .  Peccei came to 
the fore i n  a very strange way .  

Peccei came b y  way o f  David Rockefel ler a n d  his  
group, Adela [Associati o n  fo r the Development of Latin 
America ] .  I t  was a co n so rti um of fi n ancial  people tryi ng 
to do something about  i n d ustrial  development i n  Lat in 
America . I t  was headquartered in  A rgent ina .  G i a n n i 
Agnelii , the head of Fiat ,  was very m uch a part of i t .  O f  
course, at that t i me, Peccei w a s  pres i dent of  Ol ivett i .  
Agnel l i  h a d  put  h i m  i n  there. Y o u  know how t h e  Ita l ian 
i n d ustrial  m afia work s .  
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A u relio-we l l ,  it was l ike this :  the Adela people were 
plan n i ng the ir  fi rst meeting between U . S .  i n dustrial ists 
and fi n anciers and their  Latin A m erican counterparts . I t  
w a s  h e l d  i n  B uenos Aires .  They wanted a keyn ote �eech 
w h ich would  be forward-looking,  l ong-term-not the 
" Year 2000" stuff, but  a 1 0-year perspective, perhaps.  
They wanted i t  del ivered in fluent Spanish ,  but preferably 
not  by a Y a n kee . Peccei ,  having been president of F i at 
Lati n America for a long t ime,  speaks fluent Spanish . H e  
gave t h e  speech . 

I t  w as a very i n tel l igent speech-a very good speech 
i n deed .  

David Rock e/eller 

Actual ly,  I only saw the speech 
later . A s  far as I could tel l ,  the 
U n ited States government knew 
about it .  David Rockefel ler, per­
haps, let  the Department of  State 
h ave a copy of it. The English­
language vers ion was placed on 
s ight-tables at the U nited Na­
tions,  particularly at  U nesco , and 
the U . N .  Committee on the Appli­
catio n  of Science and Tech nology 
to Development ( U nacast) . This 

was al l  back in 1 9 67 or  1 968 . 

Dzhermen Gvishiani: 
a mole in the U.S.S.R. 

The Club of  Rome has a ready-made influence in 
the Soviet U nion in the person of Dzhermen 
Gvishiani, the so n-in-law of the late Premier Alek­

sei Kosygin . Gvishiani, from Soviet Georgia, is 
deputy chairm an of the U .S.S .R. State Committee 
on Science and Technology, and codirector with 
McGeorge Bundy of the International Institute for 
Applied Systems Analysis (IIASA) in Vienna.  

Gvishiani is  a trade negotiator for the Soviet 

Union with the West. He is also a de facto founding 
member of the C lub of Rome, who has brought to 
the S oviet Union such Club members as top peo ple 
from the inner counci ls at the Organization for 
Economic Cooperation and Development . 

"It  is a na ive . . .  and in some cases a reactionary 
attitude, " announced Gvishiani in a recen t  article, 
" to believe that the only goal of developing coun­

tries i s  the attain ment of a level at which they will 
be able to  reproduce the entire social order, with its 
tech nological  progress and the natu re of mass con­
sumpti on , that i s  dominant i n  developed capitalist 
countries. " 
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Strangely eno ugh, it was a Russian, the Russian 
delega�e at Unacast, Dzhermen Gvishiani, who was one 
of the first to respond. He picked up the speech, put it in 
his briefcase, and read it on the way back to Moscow. He 
decided he wanted to get in touch with this man, Peccci. 
Peccci has some of this in his autobiography, but he did 
not give the name of the man-Dzhermen Gvishiani. 
Gvishiani found Peccei's views tremendously interesting. 

EIR : Is this when Gvishiani's International Institute for 
, Applied Systems Analysis was founded? 

King : It is all connected.  Gvishiani wanted to get in 
touch with Peccei, but he had never heard of him , and 
this speech he had was merely signed, "Aurelio Peccei, 
Military Academy, Buenos Aires� November 1967 ." So, 
Gvishiani wrote to his American colleague at Unacast, 
who sent him a couple of copies of the speech . He asked 
him to "find out for me who this Peccei is." 

The American, quite well known now, was Carroll 
Wilson, the professor at MIT who authored the recent 
coal report-he's quite a person ,  I can tell you. But 
Wilson, too, had no idea who this Peccci was. He passed 
Gvishiani's request along to me. But I, too, had never 
heard of Peccei . 

Gianni Agnelli 

I made inquiries at the embas­
sy here in Paris, and I asked some 
colleagues and found out. I wrote 
to Peccei, put him in touch with 
Gvishiani, and I happened to say 
to him: "By the way, I read a copy 
of your speech at Buenos Aires, 
and I found it extremely good.  
Maybe you will be in Paris some 
time. Let's have lunch together 
and discuss things. "  A week later, 
the telephone rang: "This is Au­

relio Peccei . I'm in Paris, can we have lunch together?" It 
went very well. 

About 10 days later I was in Rome, and we had 
dinner together. We had three or four meetings, and 
decided to do something about the world. 

We were thinking about it then almost entirely from 
a Western European standpoint. We decided to call a 
meeting of prominent Western Europeans, about 20 
people. Peccei persuaded the Agnelli Foundation to pay 
for it. The meeting took place at the Accademia dei 
Lincei in Rom�. I lent one of my consultants at OCED, 
Erik Jantsch , a rather well-known person who died this 
year. He did a background paper. We. sat down and 
looked for a number of people to invite. 

From France, for instance, we invited Bertrand de 
Jouvenel, Pierre Masse, and the planning commissioner 
at that time, Saint-Geours, was in attendance, and so was 
Fran�ois Bloch-Laine, who then headed Credit Lyon-
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nais. It was people like that, and corresponding people 
from other countries . 

The meeting was held in 
Rome . We discussed how. Europe 
could look at the future, prepare 
for future things. Economic 
growth was never even men­
tioned . 

The meeting, in truth, was an 
abject failure. Everybody was 
against it. With the Vietnam War 
going on, people were very anti­
American. The French behaved 
like Frenchmen. De Jouvenel, 

whom I like and have known for many years, along with 
some of his colleagues, argued on semantics all the time. 
They argued that the word "systems" had no meaning in 
French, the way it has been used in America, so every­
thing was nonsense. We found out that you could not 
have the Rand Corporation and the Vienna Opera House 
on the same continent. 

I argued, stupidly, that one could not envision a 
continent in the future without the two of them . The 
meeting almost broke out in disorder. 

That night at dinner-at Peccei's house-about six of 
us closed ranks and decided to carry on . A small study 
group, mainly for our own education, was formed and 
decided that the function that was most important and 
should be the central theme of the group was what we 
called global problematique-namely, the interconnec­
tion of problems, the very impor�nt things that were 
happening in this or that field and which had an impact 
on one another that �as unnoticed; government policies 
represented the sum total, but did riot represent an 
integration of sectoral policies. Given rapid change, that 
isn't  good enough . 

We took a global point of view. At this point, two of 
our colleagues left us at least temporarily. One of them 
was Saint-Geours, who thought it was far too ambitious. 
He thought we should study a city, Frankfurt or Flor­
ence, its environment, its totality. But to look at it from 
a global ·point of view he thought crazy. The other person 
who walked out was Max Kohnstamm, who was Jean 
Monnel's shadow; he was a good friend of all of us. Five 
or six years later, he wrote a very honest and touchin! 
letter, saying how wrong he had been at that meeting, 
and how much he regretted it. . 

We met for a number of times, mainly in Geneva, 
because it was halfway between Paris and Rome, and the 
people concerned were Peccei and myself, Jantsch , and a 
consultant of mine, H ugo Thiemann, who later left. He 
was head of the Battelle Institute . There were no Rus­
sians, only Western Europeans at the beginning. It was 
extended about a year later, in 1970, when we had an 
American, Hassan Osbekan, of Turkish origin . He was 
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extraordi nar i ly ,  u n u s u a l ly b r i l l i a n t .  a gen i us type . H e  
worked w ith us  on what  he ca l led a projectio n  of man­
k i n d .  H e  put  o ut a very b ig  a n d  very  i nte resti ng  proJ ect , 
which i n  the e n d  we rej ected beca use we d i d  not  t h i n k  the 
methodology ex is ted to do it .  At any  rate,  Osbe k a n  a n d  
Jantsch g a v e  a sem i n a r  at  the  E u ropean S u m mer U n i ver­
sity at Alp bach in the Ty r o l .  a n d  Pecce i and I went to 
support them . 

This  was a v e ry i m p o r t a n t  t u rn i ng po int  fo r the C l ub 
o f  Rome.  Seve r a l  A m er icans  were there who became 
extremely i ntereste d .  E d uard Pestel was a lso there.  The 
Americans were the p res ident  of the A m erican A ssocia­
tion for the A d v a n cement  of Science,  and a lso Paul 
Weiss,  the physio l o g i s t .  At d i n ne r  that n ight .  we sat at 
the same table with J o s e f  K la u s ,  t h e n  chance l lor of 
A ustria ,  from the B l a c k  Party .  

We had a very i n te rest i ng con versat i o n ,  and he sa id :  
"The things  that  y o u  are doing are ra is ing e n o r m o u s  
i n terest among my col leag u es .  W hy d o n ' t  t h ree or  fo ur  
of you come down to  V i en n a  next  month a n d  spe n d  a 
day with my cabi net '? " We d i d ,  a n d  the people  there were 
rather i n terested . Peccei  wen t ,  a long w i t h  myself, Thie­
mann,  a n d  a lso T h o r k i l  K r is tensen who h a d  j ust reti red 
from the O EC D .  He beca m e  an o ffi c i a l  member of the 
Club o f  Rom e .  

B y  the way,  Dzhermen G vi s h i a n i  w a s  i n  A ustr ia at 
that t ime, i n  co n n ect ion w i t h  the  n egoti a t i o n s  a r o u n d  the 
I nternat iona l  I n st i t u t e  fo r A p p l i ed System s A n alysi s .  
Gvishiani  c a m e  t o  o u r  meet i n g .  

Pierre Trudeau 

We d i d n ' t  have  any pol i t ica l  
peop le ,  no government o ffi ce 
h o l ders  as mem bers at that t ime .  
But  th i s  meet ing put  i nto our  
heads  t he i dea o f  ta lk ing  to  pol i ti­
ca l  peop l e .  The  fo l l owing yea r ,  
Peccei a n d  I together  o r  separately 
saw at least 26 pr ime m i n i sters 
a n d  p resi dents .  

You k n ow,  t h e  one who gave 
us the most  s u p p o rt was C a n a d a ' s  
P i e r r e  T r u d e a u .  We had an  ex-

traordi n a ri ly in teres t i n g  m eet i n g  in Ottawa.  

E I R : H o w  d i d  Po m p i d o u  reac! ': 
King : H e  d i d n ' t ,  h a r d l y  at a l l .  G i scard d i d ,  b u t  o n l y  l ater 
on, and very cons idera b l y ,  a t  the 1 97 3  U n esco sessi o n s .  
Edgar F a u re was i n t e reste d .  A n d  a fter S i c c o  M ansholt  
sent  them h i s  le t ter ,  t h e  Fren ch g o t  very  i n tereste d ,  but  of 
course,  fo r their  ow n  reaso n s .  M a n s h o l t  had never rea d  
a nything from t he C l u b o f  R o m e ,  not  even L imifs fo  

Gro wth. 

I t  was a very i n te re s t i n g  s i t u at i o n . Take the L imits 10 
Gro wfh report .  W e were a t  ti rst  very u n h appy that there 
was so much d iscuss ion of i t ,  beca use t h e  d i scuss ion  was 
based on  al l  t he wrong i de a s .  W e  d i d n ' t  h a ve those ideas .  
N o  one was appa ren t l y  ab le  to  d i s t i n g u i sh between a 
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report f o  the Club of Rome a n d  a report hy the Club of 
Rome.  We had act u a l ly never discussed zero-growth as a 
c l u b  when the report appeared . Therefore, to be l a be led 
as propo nents of zero-growth very m uch a n n oyed us .  

We had a very  i m portant meet ing  that  year  [ 1 97 1 ]  i n  
F r a n c e ,  n e a r  Par is ,  a n d  we agreed very m uch t h a t  the 
C l u b  o f  Rome w o u l d  never try to see k a co n sensus 
agreem ent .  The j o b  was  catalyt ic ,  to start debates .  So,  
many people  i n  the C l ub d i sl i ked the Limits to Growth.  I 
perso n a l ly thi n k  it was the best that  co u l d  be done at the 
time. It  had i ts fa u l ts ,  but it  w o u l d  have been d ifficult  to 
better them . 

The report d i d  th ree th ings:  I t  spotl ig hted the i n ter­
connectedness of problems.  If you look at pol lut ion 
a lone ,  or populat ion g rowth a l o n e, o r  econ o m ic growth 
a l one,  everyth ing  seems fi ne ;  but  if yo u look at the 
i nterco n nect ions ,  the effect one has  o n  the others, i t  is  
d i fferent .  Secon d ,  it sta rted a debate, wh ich echoed a l l  
over t h e  w o r l d .  T h i r d ,  it  sta rted lots o f  n e w  study.  So,  we 
were fu l l y  j ust ified in i ssu ing the report, in spite of the 
errors conta i ned . 

The main  thi ng fo r u s ,  a n d  for Den n i s  M eadows 
[Limits fo Gro wth c o- a uth o r ) ,  too,  was not to make 
prophecies . It  was a Cassandra type of th ing .  "This is  
l i kely to happen i f  things cont i n ued as they are ,"  with the 
i dea that pol icies c o u l d  change to prove the forecasts 

Who are the members 
of the Club of Rome? 
The C l u b  o f  Rome,  which descri bes itself as totally 
structureless except fo r an 8-man executive committee 
led by A urel io Peccei and Alexander King, is limited 
to 1 00 mem bers.  Those 1 00 members, however, wield 
considerable power in maj or nations,  both East and 
West,  a n d  i n  a n  assortment o f  m u ltinational institu­
t ions .  The i J llowing are among those o n the Club of 
Rome's  cu rrent  mem bersh i p  roster. 

Bertrand de J ouvenel , p resident,  I n ternational As­
sociat ion o f  Futuribles ,  Paris, France, 

U mberto Colombo, p resident ,  National Committee 
for N uc l ear E nergy,  Rome,  I ta ly .  

Arne Engstrom, d i rector-general,  N ational Food 
A d m i nistrati o n ,  Sweden . 

Thor Heyerdahl,  anthropologist, Rome, Italy. 
T. Adeoye Lambo, deputy d i rector-general , World 

H ealth Organizatio n ,  Geneva, Switzerland .  
Ervin Laszlo, speci a l  fel low,  U ni ted N ations Insti­

tute for Trai n i ng and Researc h ,  New York,  U.S .A.  
M .  Robert LaW�s, cou nsel  to the  board of direc-
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wrong.  I t ' s  d ifferent  from prophesy i n g ,  "This  i s  going t o  
happen . "  

EI R :  W a s  there concern with t h e  " A merican m odel , "  a s  

i n  Jean-Jacq ues Servan-Schrei ber 's  Le Dell A mericain 

[ The A merican Challenge]? The b o o k  heralded the 
world ' s  i m m inent  entry into a "tech netro n i c  era . "  
King : Well ,  that  actua l ly  goes back a few years . W e  
worked o n  that i n  t h e  O EC D .  We did  a large series o f  
studies which we called "The Tech nolog i cal  G ap "  be­
tween America and E u rope . We k n ew it was n ' t  a tech­
nology gap ,  but  that  was the way we were i n t roducing 
the  idea .  

Servan-Schreiher 

Servan- Schrei ber 's  The A mer­

ican Challenge was based on sto­
len data of ours ! He n ever ac­
k n owledged i t .  All our data was i n  
that  boo k .  H e  even l i fted d irect 
q uotes-without  q uotat ion 
m a r ks-straight  fro m  our  work­
i ng papers . 

We had a m i n isteri al  meet ing 
wi th  science a n d  eco n o m ic d igni ­
tar ies  to d iscuss o u r  work o n  th is .  
A very excit i n g  meet ing occ urred,  

and at the end o f  i t  my work i ns i de the OECD was nearly 

tors, Paribas Ban k,  Paris , France. 

Dr. Aklilu Lemma, pr incipal  scientific coordina­

tor, U.N.  Con ference on Science and Techn ology for 
Development ,  New York,  U . S . A .  

Sol M. Linowitz, former president,  Xerox Corp . ;  

attorney, Washington , D .C .  
Elizabeth Mann-Borghese, professor o f  political 

science, Dalhousie Univers i ty , H a l ifa x ,  Nova Scotia; 

founder, Aspen I n stitute for H u m a n istic Studies, As­

pen, Colorado,  U .S .A .  
D.  Jose Antonio Mayobre, Central Bank of Ven.e-

zuela, Caracas, Venezuela.  
Saburo Okita, foreign min ister, Japan . 

Jozef Pajestka, Planning Commissi o n ,  Poland. 
Clairborne Pelt, Senate of the Un ited States, 

Rhode Island .  
Eduard Pestel, m i n i ster for a r t s  a n d  sciences, State 

of Lower Saxony , West Germany . 

Edgar Pisani, European Com m u n ity comm ission­

er for relations to developi ng sector, France.  

lIya Prigogine, pro fessor of science, Free U n i ver­

sity of Brussels, Belgium.  
Kazimierz Secomski, vice-presiden t of the C o uncil 

of Ministers, Pola n d .  
Dr. Soedjatmoko, N ational  Deve lopment  Plan­

ning Agency, I ndonesia.  
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k i l led . The A m er i ca n s  and B rit i sh d i d n ' t  l i ke i t .  

T h i s  w a s  t h e  t ime of  t h e  de G a u l l e  veto against Brit ish 
entry i n to the C o m m o n  M arket .  . . .  

The A m er i can  i n d u str ia l i s ts  approached the A m eri­
can gove r n m e n t  and c o m p l a ined that  o u r  discussions 
were teach ing their com pet i tors ,  these foreigners in  Eu­
rope, al l  a b o u t  their methods ,  so that the discussions 
w ere aga inst  the i n terests o f  the U n ited States . They 
dem anded t h ey be stopped,  and they were. Two years 
later,  however. the A mericans came back . Their dol lar  
got  i n to trouble .  So they tr ied to get  i t  al l started again . 

M ea n wh i le,  we had probably the best team o f  young 
people that co u l d  be had anywhere i n  the world working 
o n  th is  technetronic  m o del . I t  had to be d isbanded for 
those two years . This  shows h ow pol icies of nation-states 
go back and fo rth .  Y o u  can ' t  tie someth ing l i ke the Club 
o f  Rome to  short-term p o l icies .  

EIR : Why were n o  Americans involved i n  the C l ub of 
Rome at the beg i n n i ng? 
King : They j o i ned very soon after the fo unding .  We 
wanted i t  to be smal l  a n d  compact.  We had no m o n ey .  
We a l l  paid o u r  o w n  way to a l l  the m eeti ngs .  We felt  i t  
was m o re con ven ient  that t h e  Europeans should begin 
by having discuss i o n s  a m o n g  them selves. And later,  by 
a l l  means ,  i t  could be opened to  others . . . .  

Thorvald Stoltenberg, secretary of state, Foreign 
M inistry , Norway. 

. Dan Tolkowsky, managing director, Discount 
Ban k I nvestment C o . ,  Ltd . ,  Tel Aviv, Israel. 

Victor L. Urquidi, president, College of Mexico . 
Carroll L. Wilson, director , World Coal Study, 

M assach usetts I nstitute of Technology, U.S .A .  
Ibrahim Helmi Abdel Rahman, adviser to the prime 

minister, Cairo, Egypt . 
Yoshishige Ashihara, chairman, Board of Direc­

tors, Kansai Electric Power Co.,  Japan. 
Jeremy Bray, member of parliament, House of 

Commons,  G reat Britai n .  
Felipe Herrera. president , Spanish Bank-Chile, 

Santiago , Chile .  
Professor Abdus Salam , d irector , International 

Center for Theoretical Physics .  Trieste, I taly . 

Professor Roberto Vacca. author, The Coming 
Dark A ge, Rome, Ital y .  

Thorkil Kristensen, former aide to the director­
general for scient ific affairs,  OECD, Brussels, Bel­
giu m .  

Maurice Guernier, author,  The Last Chance/or the 
Third World ( 1 968) ,  Paris,  France . 

Jean Saint-Genurs, vice-president, I nternatioal As­
soci at ion of F u t u ri b l es ,  Paris, France . 
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EIR : Didn't you say that David Rockefeller was spon­
soring it all? 
King : Uh, wel l ,  Adela was . 

EIR : In  terms of ideas, Adela,  Rockefeller and others 
shared them, didn't they? 
King : The ideas were coming up here and there and 
everywhere . Not in a conspiratorial way, but j ust inciden­
tally . . . .  

EIR : Did you and other "founding fathers" have discus­
sions with the European Society for Culture in Venice? 
King : Y�s, in the sense that we had a few meetings there 
at odd times . They weren't Club of Rome meetings as 
such, though . We did have a lot to do with the European 
Cultural Foundation of Amsterdam . Prince Bernhard set 
it up .  We also had discussions with Denis de Rougemont 
and his European Movement people in Geneva . 

One other little thing that happened at that time was 
the creation of the institution that I am now chairman of, 
the International Federation of I nstitutes of Advanced 
Studies. 

You see, things were j ust popping up spontaneously. 
In the same year, 1 968 ,  the Nobel  Foundation in  

Stockholm suddenly decided that science was  going a l l  
wrong. They decided that science was  losing i t s  touch 
with humanity, not just by way of  specialization, but in 
terms of the whole scientific attitude. this takes us  back 
to what we raised at the beginning. 

Margaret Mead 

The president of the Nobel 
Foundation was Arne Tiselius, 
who was a biochemist, and him­
self a 1 948 prize winner [Tiselius is  
a close associate of Sweden's  for­
mer premier, Olof Palme-ed. ] .  
Tiselius called a Nobel sympos­
ium in Stockholm, where about 20 

. Nobel laureates and about 20 gen­
eralists l ike  myself got together to 
discuss the problem with science . 
There were a couple of bankers. 

Arthur Koestler was there . We even had the poet laureate 
W. H. Auden. He recited a poem. 

Actually it was a very exciting meeting . M argaret 
Mead were there. A big part was played by the late 
Jacques Monod, who was then chairman of the Institut 
Pasteur in France. Harrison Brown, the American scien­
tist, was o ne of the leaders� and summed things up by 
saying, "We have three options for the future: either the 
big bang, nuclear annihilation ,  in which case, mankind 
won't have any other problems; more l ikely, by taking a 
number of small ,  wise steps ,  we will gradually pull  our­
selves out of this mess; or even more likely, we will let 
things drift into a situation where everything will gradu­
ally get worse ."  
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After this symposium, the Nobel Foundation got in 
touch with the Rockefeller Foundation . Together they 
created my International Federation of Institutes of Ad­
vanced Studies to look at long-term world problems in a 
multidisciplinary way. In  practice, the federation is the 
scientific arm of the Club of Rome. In formal terms, of 
course, there is no connection whatsoever, but the central 
people�30 members who are directors of these insti­
tutes; plus 7 noninstitutional members of which I am one 
along with Peccei, Pestel ,  Okita from Japan, Victor 
Urq uidi from Mexico-are al l  Club of Rome. This 
wasn't planned either. I t  just happened because they were 
the people who were interested . So the International 
Federation and everything it does is  very close to the 
Club of Rome, b ut rather quietly . 

EIR : What you mentioned earlier about Dzhermen Gvi­
shiani i s  most interesting. Recent developments seem to 
indicate that he is  out of favor in  the Soviet Union. There 
is a powerful economic growth faction in the Soviet 
Union, especia l ly judging by the last party congress in 
February. And w hen the head of the State Committee for 
Science and Technology died, Gvishiani, although sec­
ond in command, was passed over. A man from Novosi­
birsk was apppointed to head the committee . And then, 
the strong science stand at the party congress seemed 
quite unaffected by the ideas Gvishiani wanted to inject. 
King : Well, yes and no .  Your interpretation may not be 
correct . The science and technology section of Brezh­
nev's February sPeech was written by Gvishiani.  I know 
this, because I h appened to be in Moscow when he was 
writing it. 

Gvishiani was politically vulnerable because of his 
father-in-law, K osygin .  Kosygin was somehow out of 
favor in  the last year or two .  When he was lying in state, 
however, j ust before he was b uried, Gvishiani was there 
as a member of the family, and as the newspapers noted 
[the International Herald Tribune] Brezhnev and the Pol­
itburo came to pay their respects, stayed there with 
Gvishiani and shook his hand. They spoke to him for a 
rather long time. This had obvious political significance. 
After that, he became a ful l  member of the Academy of 
Sciences. He  has his Institute for Systems Studies in 
Moscow. I think it is a lousy institute. But he is al l  right 
with the present regime. 

When his boss was sacked a year ago, i t  was because 
Brezhnev and company were realizing that industrial 
innovation was just not occurring. In fact, there had been 
no maj or domestic industrial innovations in the Soviet 
Union for the last 20 years ! It a l l  came from the multina­
tionals .  It 's my own j udgment, and I think quite true, 
that Gvishiani had been, t hrough his father�in-Iaw, 
warning the Kremlin that this was the situation for some 
years. And he has not been listened to . When the thing 
finally broke ,  the fact that he had been doing this was 
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very much in his favor-I mean for his  survival-when 
the other man, Kiri l l in,  was sacked for various things . 
One was that he was a very close friend of Sakharov. 
Second , he had been neglecting industrial innovation, or 
rather, he had been accepting the situation ;  he had been 
complacent, not giving warning signals .  Under the cir­
cumstances , with Kosygin sl ightly out of favor, Gvishi­
ani in favor, the obvious thing to do was to keep Gvishi­
ani in his position and put in another figurehead who 
would be acceptable to the scientists. 

EIR : Is  that also the case at policy- level? What of plasma 
physics ,  laser research , fusion research? Do not mil i tary 
concerns tend to be an overriding m otivation for the 
Russian leadership? 
King : It is an overriding motivation ,  but one thing they 
don't realize is  that it is  acting against their economy, to 
an extent that it endangers the mil itary . To the extent 
that they concentrate on the types of technologies you 
mentioned, there has been far less effort on many th ings 
that are essential to the 'economy. That is one of  the 
causes for the lack of innovation .  They want to do both, 
but they are also very anxious to look at the question of 
the feedback of the mi litary on industry . Unlike in the 
United States spinoffs have been practically nonexistent. 
There i s  practically no feedback from m icroelectron ics .  
As a consequence ,  the Soviet Union is not i n  the first 
league in microelectronics. They are 10 to 12  years 
behind.  

That's  the reason for al l  this  difficulty with the Inter­
national Institute for Applied Systems Analysis [ I IASA ] .  
I IASA i s  l inked t o  all these international dat� banks .  The 
United States has its l ines into al l  these, so it  is an 
extremely good place for the Russians to be. 

I must tell you also why I was in  Moscow for this 
occasion .  I t  is relevant for what we havej ust been talking 
about. At my International Federation, we had an ap­
proach from the Soviet Union about a year ago to join 
with them in East-West studies: why innovation takes 
place in some countries and not in others . This was 
couched in extraordinary sociological terms which no 
one could understand-we had our own translation 
made from the original Russian document-and what 
they were real ly trying to say was: what is  the influence 
of the national envi ronment, national po litical ideology, 
and institutional behavior on success or fai lure in  inno­
vation? 

So we arranged a preliminary meeting in Moscow on 
this in February; there was no one from France there. 
We had Dr. Pavitt from Sussex University in England, 
who is a former assistant of  mine at OEC D .  Everyone at 
the Social Policy Research Unit  [SPRU] at Sussex i s  a 
former member of my section at OECD.  

I brought in Oshima from Tokyo, who is very good, 
and the Russians brought in a couple of Hungarians,  and 
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also people from Uzbeki stan ,  and strangely enough from , 
Estonia.  One interesting thing was that the Russians who 
came from outside M oscow were bitterest in  their criti­
cism of Moscow. The Estonians particularly took an 
attitude which might have been a German attitude. And 
the H ungarians were unmerci fully cri ticizing the theoret­
ical approach of the Russians,  and advocating methods 
that might be called American .  

I t  i s  very strange because the R ussians from Gvishi­
ani's own institute, in their approach to technological 
innovation, make all k inds of mathematical-theoretical 
models which, to our mind,  have absolutely no meaning 
whatsoever . 

This meeting turned out to be very successfu l .  It is  
now going to lead to a series of four or five interesting 
seminars on this subject, namely, what i s  the influence of 
the general national environment on successfu l  innova­
tion .  The second of  these is going to be in Tokyo and wil l  
be on what the differences are between Japanese success, 
less obvious American success, and Russian nonsuccess 
in terms of cultural background.  

EIR : A lot of people have been working on this  subject 
recently at Stanford University and at Georgetown Uni­
versity, especially i n  terms of  reassessing Christianity . 
The Archbishop of Canterbury, Robert Runcie, was 
pushing such things when he was on tour in the United 
States last month . 
King : Again ,  the whole question is raised by the micro­
processor development I am interested in at the m oment. 
The whole question of the work ethic comes up, and the 
Buddhist attitude and the Hindu attitude toward it, as 
well as the Protestant Puritan versus the Cathol ic .  This is  
very much under discussion at the moment.  There is  
going to be a series of  events around the innovation issue 
in  various countries . The Americans have a reason now 
for being interested, not j ust the Russians or  West Euro­
peans .  

EIR : I have noticed that there is a fairly sharp differen­
tiatiop between some work done in Western Europe, l ike 
the OECD's  Interfutures project, and some American 
work l ike Global 2000 and its Global Future addendum. 
Interfutures says : "Don't  worry about popUlation 
growth, in any case you can ' t  do much about it." Global 
2000 and Global Future take an alarmist view of the 
problem, scream very loud,  and say: "Act immediately . "  
This i s  what the Population Crisis Committee/Draper 
Fund has been insisting on .  Isn ' t  this sharp differentia­
tion fraught with dangers of  divergence of strategies on 
the part of  the two continents? 
King : Yes. I think there are reasons for these differences . 
First of a l l ,  I know Professor Lesourne who headed 
Interfutures, and have seen the document .  Global 2000 
was written by one person ,  with lots of advice-I was one 
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of the advisers actual ly .  It was given a very r o ugh treat­
ment by m any departments in the U n i ted States but 
nevertheless it came through u n censored pretty wel l .  The 
Leso urne document was scrut i n ized by t he a m b assadors 
o f  22 nation-states i n  the OEeD, al l  of  whom were 
p ussyfooting,  so i t  comes out relat i ve ly  m i l d  a n d  non­
alarming .  The  n ation-states d o n ' t  want to so u n d  a l arm­
ist .  That 's  the reason fo r the d ifference.  

EIR : Let me i n sist that Leso urne' s other docum ents are 
by  and large congruent with the I nterfutures perspective.  
in  co unterposition to Global 2000. I s  the d i fference cos­
metic, so that the same prod uct can be sold to d i fferent 
audiences with d ifferent b ackgrounds? 
King : First of a l l ,  there are a great deal of differences , 
transatlantic ones a n d  wit h i n  Europe . For  example ,  when 

The Club of Rome to 
hold Venezuela session 
The Club of Rome is holding i ts  a n n ual  conference 
this year in Caracas, Venezuela on J un e  1 6- 1 9 .  Tit led 
"Alternatives for Humankind :  The Mission of Latin 
America," the event is being cosponsored by the 
government of Venezuela and has been in plan ning 
for over two years . This year's annual Club o f  Rome 

conference is the first held i n  a Third World country. 
The 1 1  conference panels  will  cover to pics rangi ng 

from "Food and Hunger" to " M icroelectronics and 

Society. "  
Featured C l u b  of Rome speakers inc lude:  the 

Club' s p resident , A urelio Peccei; Alexander King; 
Eduard Pestel, L ower Saxony m i nister fo r arts and 
sciences, West Germany; Jacques F reymond,  director 
of the Swiss University Institute for Higher Interna­
tional Studies; Ervi n Laszlo of the United Nations 
Institute for Tra ining a n d  Research; Victor U rqu idi ,  
president of the Colegi o de Mexico; 1 .  H. Abde l  Rah­
man, adviser to the prime m in ister o f  Egypt; Jozef 

Bognar, president of the Institute fo r W orld Econom­
ics of the Hungarian Aca demy of Science; Ricardo 

Diez-Hochleitner, director of the General M e di terra­
nean Foundation , Spain ; Eleonora M asi ni , secretary­
general of the World Future Studies Federation, Italy;  
and others . 

M ajor political figures h ave been tapped to speak 
at the conference, among them two presidents,  a n d  
five former presid ents , a l l  of Third World  countries . 
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the L imits to Gro wth ca me o u t ,  the first year i t  sold 26,000 

i n  the U n ited K i ngdom , 400,000 in the N etherlands,  
400,000 in  Germany,  and about half  a mil l ion i n  the 
U n ited States .  So wi t hin the European countries,  you 
have trem endous d ifferences .  For the  French , particu­
l ar ly ,  who take a rather q uiet i n tel lect u a l  view o f  the 
w h o le th ing ,  it  fi ts in with thei r whole way of  thinki n g­
but  I d o n ' t  th i n k  i t ' s  a transatlantic d i fference. A merica 
i s  a big c o u n try , which m a kes i t  sti c k  out .  The same 
th i ngs are going o n  in Japan . 

E I R : Reading Cell t PaRI'S Pour l 'A vellir [ One Hundred 

Pages J{H the Future by A urelio Peccei J  a n d  the proposals 
o f  M r .  Pecce i ,  there i s  emph asis o n  the shift i n  val ues, 
parti cu larly by the youth  against materia l  progress . But  
l o o k i ng a t  the So viet  U n i o n  i n  m i l itary terms,  this  raises 

They are: Presiden ts Luis H errera Campins  of Vene­
zuela a nd Rodrigo Carazo of Costa Rica; and former 
Presidents Rafael Cal dera and Carlos A n dres Perez of 
Venezuel a; Luis  Echeverria of M exico; Eduardo Frei 
of Chi le; a n d  Leopold Senghor of Senegal .  Other 
speakers include some of the most n otorious of the 
world ' s  terrorists and their  controllers,  such as Vene­
zuelan congressman Teo do ro Petkoff-at one time 
Ven ezuela's  most wanted terrorist, who worked in the 
terrori s t  apparatus associated with Regis  Debray . 

Venezuela was chosen as the location for the con­
ference fo r special  reaso ns . Since Luis Herrera Cam­
pins became pres iden t of Venezuela two years ago 
(with the help of the Ita lian P-2 Freemasonic lodge), 
Venezuela  has beco me a labo rato ry for the policies of 
the Club of R o m e .  The results ,  wh ich will  be reviewed 
d uring t he con ference, have been a m aj o r  economic 
collapse, hyperin flation , socia l  u n rest ,  and the gradual 
destruction of the labor force. Cosponsoring the con­
ference , in fact ,  is Venezuela ' s  " M in istry for the De­
velopment of H u m a n  I n tel l igence," headed by Luis 
Alberto M achado,  a close friend of Peccei ,  and Har­
var d 's  race theorist Richard Herrn stein .  Since 1 979, 
when H errera created this min istry, the only one in the 
world, tho usands o f  V enezuelan schoolchil dren have 
b ee n  used as guinea pigs in the teaching of artificial 

intel l igence. There a re many i n st i tut ions involved in 
testing their programs,  such as Scotland's Edinburgh 
U n i versity and Tel Aviv Un iversity, but one of the 
most i m po rtant is A urelio Peccei 's  " Forum H uman­
u rn , "  whose exlicit purpose is the training of environ­

m ental ist sh ock troops . A main purpose of the confer· 
ence w i l l  be to review some 1 8  differen t programs that 
"teach how to th ink" for implementation in the rest 
of the wor ld .  
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the question: is it not absolutely indispensable to enforce 
converging shifts in cultural values in the Soviet youth to 
make sure that we don't get into trouble militarily with 
them? 
King : You are absolutely right. And there are big shifts 
there. I have many ways of knowing it .  My daughter has 
been in the Soviet Union for three-and-a-half years, and 
I have crowds of friends. I have talked recently with lots 
of the younger research people, and things are bubbling 
there . . . .  [The shift in values] is not anti-Marxist, but it 
is a demand, as the Czechs did, for more freedom,  
freedom to  talk ,  freedom to  discuss, freedom to travel . 
And it's absolutely healthy, because freedom to 
change . . . .  

EIR :" In the short term, however, is there not a risk? How 
can we in the short term maintain some technological 
improvement on the mi litary side, while lowering scien­
tific progress generally? 
King : It's all a matter of  balance. I had an American 
colleague from Columbia University in this room last 
week .  He is an expert on this type of  thing-Seymour 
Melman . He has been the chief person writing about the 
spillover from military to the civilian economy, and he is 
very worried that the Reagan changes will  go to such an 
extent that the innovative capacity of  the economy wil l  
not be able to support it .  There is an equilibrium between 
the two . The Russians have gone far too far to the 
military side with emphasis on technology. Perhaps in 
the past we have placed too much emphasis on economic 
growth as such, without looking at the military side . I t  is  
a matter of getting the right balance.  But I don't think 
that it is a question of demystifying science as such,  and 
making progress ineffective, but trying to diversify ,  
trying to get quality-of-Iife aspects into it .  The two things 
are not necessarily incompatible at a l l .  

EIR : I f  we look at the Soviet scientific curriculum, as did 
the University of Chicago Wirszup report, the differences 
in science curricula ssem to pose a national security risk 
for the United States . There is demoralization, disaffec­
tion for science in the youth, a tendency toward the 
"quality of life ." How do you see an educational ap­
proach compatible with both a postindustria l  society and 
short-term military requirements? 
King : The pendulum is swinging here too . The demor­
alization is past its maximum by a long way. The number 
of people enlisting in sociology in the United States is 
going down rapidly. This is largely due to unemploy­
ment. People realize that they have to look at subjects 
that have some future. Most OECD countries, including 
the United States , see a swing back toward science. 

EIR : What kind of science? 
King : Mainly science as it is conventionally taught, not 
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contro lled, because that is  not appropriate for military 
purposes . But this is not a policy matter, it is a matter for 
bad tactics and strategy . And bad educational systems .  I 
don ' t  think it 's  a purposefu l  thing . 

EIR : You mean it's j ust the invisible hand motioning 
the pendulum? 
King : Yes. I am not too worried about the place of 
science .  There are lots of  enthusiastic people. Ten years 
ago, the situation was very bad indeed, and now, partic­
ularly in the newer things like electronics, there is tremen­
dous interest .  

EIR : In the debate that opposed H. G. Wells to Bertrand 
R ussell in the Coefficients, Russell claimed there was too 
much of everything, especially technology, where Wells 
insisted that you had to have great priests in control, but 
in control of  something.  Are we not witnessing a policy 
debate at the highest level of  the same kind? 
King : These things are very fundamental .  This is a de­
bate that will go on under completely different guises 
many, many centuries hence, if we survive . 

EIR : Could one say that this debate is presently going 
on inside the Club of Rome? 
King : Not very much . The Club of Rome's members 
take a very sober view of things, much less radical than 
what would be indicated from say, Limits to Growth and 
so on .  We're looking for equilibrium too ! But we think 
that many, many things should be questioned. I think 
very strongly that there are two maj or things.  First, we 
wil l  have to look at the interactions problem much more 
seriously than now, and second we have got to find 
mechanisms with governments, to look ahead a little bit 
more, because we are getting into a situation of crisis­
government, and governments are pasting newspapers 
over the cracks as they appear, and hoping they won't 
show. Every six months, they appear again.  They are not 
looking at more fundamental things. 

I think that the Club of Rome has taken a fundamen­
tal point of view; we recently held a series of meetings in 
the Club in Spain, in Brazi l ,  in  South Korea, for instance, 
where we sent half a dozen people to spend a week 
debating with the local people. Very often, as it was in 
Rio, there is a roundtable of about 8 of us, and about 1 5  
Brazil ians.  But there were about 200 Brazilian decision­
makers as an audience behind.  So we had both the 
intimacy of the small group and influence on a larger 
group.  We were mainly arguing, look clearly at problems 
and formulations; find mechanisms for looking at the 
interactions between them; and take longer-term ap­
proaches. I personally feel very strongly that, apart from 
the R ussian business, the nuclear threat, that the world 
population problem is the biggest-even there, there is 
nothing one can do about it in the direct sense to alter 
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The May 1 968 events in France. primed by the Club of Rome net works. 

things before the end of the century. But there are many 
things you can do to make people more aware. In  the 
International Federation we are doing something with 
Unesco on this .  

I 'm also deeply involved in the United Nations De­
partment on Population in New York , as chairman of a 
panel of advisers on their long-term programs looking at 
the question of the "carrying capacity" of the nation­
states, not in a Malthusian way, but in a dynamic way, 
where good policies can increase their "carrying capaci­
ty ."  Bad policies, as in many African countries, eating 
up their resource base, will limit them . In order that 
countries may have methods of knowing what their 
situation really is, there are many things one can do, but 
you have got to take these things seriously, to get the 
remedial things started. 

EIR : That is what the RAPI D program of the State 
Department Office of Population Affairs is doing, as you 
have been informed, I am sure. 
King : Yes . You see, the ignorance on this is terrific. I 
remember j ust a couple of years ago we were having a 
talk with Leopold Senghor, the [former] president of  
Senegal, and he said, "My country is  vastly underpopu­
lated . In  Belgium you have 74 persons to the square 
kilometer, here we have 2 '/2

'
" without realizing in a 

distinctive way that the nature of his country is utterly 
different.  Almost all of the country is desert , i t  does not 
support people . This kind of crude thing comes up even 
on the part of people who should know better . But 
through Unesco we are starting a n umber of studies on 
what the carrying capacity could be in many countries, 
like Keyna, setting an optimum at what the various 
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options are, where they lead to, and how much latitude 
you have. 

. 

In  a second phase this could give data for persuading 
the people that it is in their own interest to have fewer 
children . It is in their own interest . 

EIR : Do you reject the "hard-line" policy, in the sense 
that we apply a " let them die" policy to the Third World 
i f  we cannot give them the necessary inputs of food and 
so on? 
King : In places like Bangladesh and Africa there will be 
a big crisis .  But I am not a person of extremes . I think 
that nature wil l  do a great deal .  But the extent of the 
tragedies is going to be enormous .  I have seen forecasts 
for Bangladesh from their own demographers of possi­
bi lities of  as many as 1 2  mil l ion people dying in a year. 
Twelve mill ion ! Remember, in the Bangladesh war, de­
spite al l  the military casualties , a l l  the cholera casualties, 
all the people who died of malnutrition, and so on, the 
loss of population was made up in three weeks by the 
natural process . So the extent of this can be enormous. 

Apart from that, there will be a backlash in many 
other ways . Take the question of the Mexicans in the 
United States already, how many mill ions we don't 
know. Years ago in Bangkok,  I was talking with people 
from some ASEAN [Association of Southeast Asian 
Nations] countries . Attitudes were very interesting. 
Among other things, they were saying, "In the sixties, 
we flirted with the Russians; now we know the nature of 
the beast, and we realize it is an imperialism worse than 
anything we have known ."  But they were saying that we 
are j ust at the beginning of the new tide of  great migra­
tions, there wil l  be mi ll ions of people on the move to the 
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West, a lot of them wil l  be shot down, lots of them will 
die of starvation,  but lots of  them wil l  get through . Now, 
contrast that with Herman Kahn's approach, that there 
is no need to be afraid of lots of  l ittle black people 
landing with canoes in Florida. I think that inevitably 
there wil l  be terrible tragedies .  We are past the time when 
that could be stopped . . . .  

EIR : Should one then trust that the Four Horsemen wil l  
settle al l  of our problems,  or should we supplement them 
with our own solutions? 
King : That' s my point of view: supplement them . Be­
cause when the Four Horsemen solve some problem, it  
generalIy leads to another sort of  problem which you 
don' t  like either. The aftermath of  this wil l  be pretty bad. 
There will be al l  these troubles of  invasions, migrations .  
Look at the number of foreigners a lready . The United 
Kingdom is no longer a white country ! The whole of  
Europe is changing . And even at  the  present rate, the 
white race is finished. Uh, in a sense. But I don't agree 
with M ichel Debre that the French should have many 
more children , for example. 

EIR : There was an interesting statement by Prof. Luigi 
DeMarchi in I taly on reducing the population of  his 
country, and of France, that the white population should 
shrink [see EIR June 2 , 1 98 1 ] .  
King : I think i n  many ways w e  are overpopulated any­
way, but in the best of al l  possible worlds, there wil l  be 
rather fewer people everywhere . I t  i s  unrealistic to expect 
to go back . And, of course, it is  one of the big preoccu­
pations of the people in the Kremlin at the moment. The 
birth rate there is one of the lowest in the world. 

EIR : Concerning the energy problem, how do you see 
fusion power? 
King : I hope it wil l  be an alternative . It is  stil l  impracti­
cal . Scientifically it is okay, the problem sti l l  is the 
engineering . No one has the slightest idea of how to get 
energy at the temperature of the sun to a usable form at 
the level of  superheated steam, except through nuclear 
methods which tend to have all the disadvantages of 
fission: the hybrid approaches . I hope fusion comes. I 
don't think it wil l  come in time. The solution inevitably i s  
coal .  M ore polluting than fission , oh ,  yes. We can't help 
that. It's a rather desperate situation we wi l l  be in in the 
middle nineties . There will be an energy shortfal l ,  so I 
personally would have more fission for the present peri­
od. While I am not at all pronuclear in the general sense, 
I think we have been terribly wild about it .  The chance of 
societa l breakdowns, economic breakdowns,  of energy 
lag by the end of the century are so great that it would 
justify a good deal more fission for a short time, until we 
can get the other things going. 

In coal, the situation is very bad, especially with the 
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carbon monoxide problem . I have gone to several meet­
ings on this recently. I think it is a very serious problem, 
particularly serious for the United States, where almost 
al l  the best wheat land and corn land is endangered. It 
won't happen for about 40 to 50 years to a really serious 
extent, but to some extent before that, in  some parts of 
the Soviet Union, i t  wil l  also be very dangerous, though 
S i b e r i a  w i l l  be m a r ve l o u s l y  s i t u a t e d  fo r 
improvements . . . .  However, we are in this situation, 
until we get fusion, and/or economic methods of  solar 
energy-plus a bit of  geophysical ,  a b igger mix of possi­
bi lities . In  the meantime, we m ust use as much coal as we 
can-then we have got to go for more fission rather than 
less, in spite of  al l  the resistance t9 it. 

'There will be all these troubles of 
invasions. migrations. Look at the 
number of foreigners already. The 
United Kingdom is no longer a 
white country! The whole of 
Europe is changing. And even at 
the present rate. the white race is 

finished . . . .  

EIR : That would place you at odds with I IASA's  World 
Energy Report, which advocates solar .  
King : I and most of my colleagues don ' t  think that there 
is any possibil ity of solar in the near future on a sufficient 
scale.  Of course, it can be improved, but it's very capital­
intensive sti l l ;  I think  that report is a very bad report, 
personally .  I know the a uthors very wel l ,  too, of course. 

EIR : M itterrand is  surrounded by advisers from " Fu­
turibles," people highly sympthetic to the Club of Rome. 
In Paris over the past few days, I got the impression that 
he is no socia list at all , and that what he is keen on 
defending is the traditional ,  Imperial ,  geopolitical inter­
ests of France. 
King : Yes, j ust as Giscard was. Mitterrand is a social 
democrat.  

EIR : B ut that means things in  terms of  choices of tech­
nologies , industries, etc . 
King : I should not be surprised at al l  i f  things settled 
down after a year, and we see a coalition government of  
the center and  the  Socialists, with the Gaullists and 
Comm unists out o f  the picture .  
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Reagan and Lopez Portillo 
create a new epoch in 
neighborly relations 
by Dennis Small , Latin America Editor 

After extensive discussions of the "philosophy and the­
ory of economic development" with President Ronald 
Reagan ,  Mexican President Jose Lopez Portillo left 
Washington June 9 "profoundly satisfied" with the re­
sults of his historic two-day summit meeting with his 
American counterpart . In  the words of President Reagan 
himself, the two heads of state reached "a basic agree­
ment on the need to strengthen the economies of the 
lesser developed nations  to bring about social and eco­
nomic development of their peoples . "  

This agreement-in-principle ushers in  an entirely new 
era in the o ften tense relations between the two neighbor­
ing republics . I t  opens the door to achieving tremendous 
m utual economic benefits i n  trade and investment .  But 
above all ,  it sets an example of  what relations can be 
between the developed "N orth" and the developing 
"South" as a whole. 

Both heads of  state repeatedly emphasized that V . S .­
Mexico relations were a microcosm of broader North­
South ties-each recognizing that their cooperative steps 
forward could serve as a model for the world.  

The Israeli air raid against Iraq's nuclear facil ities, 
which occurred even as Reagan and Lopez Porti l lo were 
meeting,  served to underline the urgency of their task, as 
well as the Mexican President' s fundamental argument:  
"Peace Means Development ."  

Despite their growing personal friendship, the  two 
Presidents had entered the discussions warily on J une 8 .  
Both were painfully aware that V .S . - Mexico relations 
under President Carter had almost reached the snapping 
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point-due principal ly to Carter's constant attempt to 
sabotage Mexico' s  industrial plans .  

The tension could be felt a lready in the Lopez Porti l ­
lo speech of greeting to Reagan,  i n  wh ich he ca lled for 
the two neighbors to solve problems based on "the rule 
of reason ,"  but also found i t  necessary to warn : "When 
we do not agree, then we wil l  talk things over without 
arrogance. Arrogance is a dangerous deviation of those 
who are in a weaker position . The other very dangerous 
aspect is  submission ."  

Scarcely 36 hours later, Lopez Port i l lo 's  satisfaction 
was palpable i n  his departing toast to his host Ronald 
Reagan : " I  have spoken in this same place three times 
before . . . .  I have always spoken frank ly ,  [but] the rela­
tionship , for some reason or another, had always been a 
tense one . . . .  For the first t ime now I have felt totally 
relaxed ." 

The Mexican president 's  "relaxation" was in  large 
measure d ue to the excellent personal relationship he has 
developed with Reagan ,  and the strong backing this has 
provided him during the current crucial presidential 
succession period in  Mexico. The strategy of the Socialist 
International is to destabil ize Lopez Portillo and weaken 
his personal power within Mexico, and in  this way force 
on him thei r own choice for his  successor. 

But the effective ful l  endorsement received from Pres­
ident Reagan enormously strengthens the Mexican head 
of state at home, and unties his hands to better deal with 
his Socia l ist International  and other enemies who oppose 
his policy of rapid industrial  growth.  
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President Reagan welcomes President fjjpez Portillo. 

As EIR predicted, econom ics would  have to be at 
the center of any successful s u m m i t .  

Lopez Porti l lo 's  o pening remarks to Reagan i n  their 
very fi rst round of  m eetings consisted of  a lengthy 
explanation of  M ex ico's  ambit ious i n d ustrial develop­
ment strategy, designed to make Mexico a ful ly mod­
ernized nation b y  the year 2000 . M ost  sign ificantly,  
Lopez Porti l lo gave " specia l  emphasis"-in the words 
of a senior White H o use o fficial-to the benefits the 
U nited States would receive fro m expanded M exican­
U . S .  trade fueled by this industri a l  b o o m .  

Although no co ncrete bil ateral accord for eco n o m ic 
cooperat ion was i n ked at the summ it-such as the "o i l  
for tech nology" agreement proposed by Democratic 
Party leader Lyndon H .  LaRo uche-the focus o n  jo int  
economic development permeated every i ssue  taken up 
in the  entire two days  of  tal k s .  

A review of  these issues best summ arizes t h e  overa l l  
progress achieved in  relat ions  between the two nations .  

Caribbean Basin : Media o n  both s ides  o f  the bo rder 
who had h oped to sabotage the summit  obsessively 
reiterated in  the days before the meeting that fun d am en ­
tal di fferences over Central A m erica, and El Salvador i n  
particular,  w o u l d  keep t h e  t w o  Presidents apart,  and 
make any agreemen ts imposs ib le .  N othing of  the sort 
happened. 

Acco rding to p ress acco unts,  President Reagan 
agreed with his  M exican guest that  economic develop­
ment was indeed "the best way to ensure the region's  
future stabi l i ty . "  
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The two leaders agreed i n  principle to establ ish a 
j o i nt effo rt to aid the devel opment of the Caribbean 
Basin natio n s .  A lt h o ugh Secretary o f  State A lexander 
H aig had earlier proposed to give a h eavy mi l itary 
conten t to s uch a pact,  the M exicans placed three 
co ndit ions on the Caribbean Basin plan which totally 
u ndermi nes H aig's  provocative approach-condit ions 
which were accepted by the A m erican s ide .  

A ccordi ng to M exican Foreign M in ister Jorge Cas­
taneda, they are :  1 )  "the plan should n ot contain any 
m i l i tary facet" ; 2)  i t  should focus on "aiding the people 
and eco n o m ies o f  the area ,"  and not  on ideological 
issues such as " fighting com m unism " ;  and 3) " n o  
co un try s h o u l d  be excluded i n  principle fro m receiving 
help . "  

A l th ough t h e  H aig approach thus  received a decisive 
setback at the C a m p  David summit ,  the secretary of 
state was named cochairman,  with his counterpart 
Castaneda, o f  a new bi lateral commiss ion entrusted 
with fo l lowup wo rk o n  the Caribbea n Basin an d other 
pro posals .  Trouble  can be expected fro m this  d irect ion 
i n  the future .  

Immigration : A ccording to a senior  administration 
o fficia l ,  U . S .  Attorney G eneral Wi l l iam French Smith 
presented the Mexican delegation with the range of  
options that  t h e  Reagan admin istration is currently 
considering on the thorny issue of  i m migration and 
undocumented Mex ican wo rkers in  the U n ited States . 
M o st s ign ificantly,  Smith  dist inguis hed h is  repo rt fro m  
t h e  H esb urgh C o m m i ss ion  report of  t h e  C a rter admin-
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Reagan's farewell remarks 
to President Lopez Portillo 
The following remarks were made by President Reagan 
On June 9, 1 981  in bidding farewell to Mexican Presi­
dent Jose Lopez Portillo. They constitute a useful sum­
mary of the outlook and accomplishments of the summit. 

The ta lks that we have had were frank . They were 
valuable and they led to a closer relat ionsh ip between 
our two countries . . . .  I am very proud personally to 
say that we have a warm and a closer personal rela­
tionship between the two of us . . . .  [We have) a basic 
agreement on the need to strengthen the economies of 
the lesser developed nations to bring about the social 
and economic development of their peoples . . . .  We 
will be exchanging ideas on how best to bring about 
such development .  . . .  

We decided to form a bi lateral foreign secretary's 
commission to assure integrated handling of matters 
of common concern . I t  wi l l  be cochaired by Secretary 
Haig and Secretary Castaneda . It will submit a report 
by Dec. 3 1 , 1 98 1 .  . . .  

We also decided to set up immediately a special 
cabinet-level trade committee to recommend how to 
go abo ut dealing with o utstanding bilateral trade 
questions .  The committee will be cochaired by the 
United States and Mexican secretar ies of commerce 
and the United States trade representative . . . .  The 
committee wil l  begin  work as soon as possible. 

We also agreed to address outstanding fisheries 
problems on a s imi lar urgent basis . 

An important agreement provid ing for a supply of 
substantial quantities of Uni ted States grain to Mexi­
co during 1 982 was signed by Secretary Block for the 
U.S .  and Secretary De la Vega for Mexico . 

Attorney General Smith briefed the Mexican dele­
gation in detai l on the various options we are now 
considering to deal with the undocumented migrant 
problem . I assured the president that the U .S .  would 
take Mexico's interests fully into consideration . . .  as 
well as the interests and rights of the individual mi­
grants themselves . 

President Lopez Porti l lo formally invited me to 
participate a t a meeting of heads of government . . .  at 
Cancun in October, and I happi ly accepted that invi­
tation . I look forward to the informal discussion of 
North-So uth questions which would occur at that 
meeting . . . .  

I t  is a sad moment now. We had a fine, warm ,  
lovely and productive meet ing.  
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istration ,  which is based on zero economic and popula­
tion growth . 

It is l ikely that Reagan wi I l  adopt a pilot "guest 
worker" program for about 50,000 Mexicans per year , 
combined with provis ions for amnesty for those cur­
rently in  the United States i l legal ly .  

A lthough the M exican delegation did not express i ts  
views on the m atter ,  t he crucial  question of bi lateral 
consultation was emphasized by Pres ident Reagan . 

North-South : President Reagan announced that he 
had accepted Lopez Port i l lo 's  i nvitation to attend the 
October 1 98 1  meeting of  heads of  s tate in Cancun, 
Mexico, that wil l  take up i ssues of North-South rela­
tions .  An informal agreement was also reached that 
Cuba's  Fidel Castro wo uld not be invited to attend-a 
precondit ion apparently set by President Reagan .  The 
U .S .  presence at the Cancun meeting gives added weight 
to the deliberations,  and makes progress on resolving 
the problem of Third World economic development a 
distinct possib i l i ty .  

Oil and trade : The highly sensitive subject of Mexi­
can oil sales to the U nited States was reported ly not 
even raised for discussion ,  despite the uncertainty felt  in 
some U .S .  circles as a result of  the fir ing of  Pemex head 
Jorge Diaz Serrano on the eve of the summit (see p .  47) .  
There was,  however, extensive discussion about b i lateral 
trade relations in genera l ,  between the cabinet members 
accompanying the two Presidents, and a specific accord 
was signed for the purchase by Mexico of abo ut $2 
bi l l ion in U . S .  grain during 1 98 2 . 

A second committee was set up to continue studying 
the trade question ,  under the cochairmanship of  the 
secretaries of commerce of the two co untries , and of 
U . S .  Specia l  Trade Representative Wil liam Brock .  

I t  would  be up to th i s  committee to look at  further 
steps for mutual trade expansion , i ncluding the oi l -for­
techno logy approach . Reagan noted in his final remarks 
that a curren t fishing disp ute between the Uni ted States 
and Mexico would also be discussed in  the committee. 

North American accord : This i s  the not ion of a 
special  l ink between Mexico, Canada, and the Uni ted 
States that Reagan proposed during hi s  1 980 campaign . 
Despite denials  from high admini stration officials just 
before the ta lks that such an accord would involve steps 
to merge the economies in a "common market"-some­
thing Mexico has sharp ly opposed-the "accord" idea 
has Mexico very j i ttery . 

The American side in  the ta lks  touched on this sore 
topic by suggesting a "tri lateral meeting" of  the three 
heads of state . Though in a courtesy move Lopez Porti l lo 
did not rule it  out, Foreign M in ister Castaneda reported 
that the M exican leader wanted it to be clear that the 
meeting should have "an agen da that wou l d  not state 
expectations in such a way that they could not be 
fulfi lled ."  
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Two presidents salute each other 
President Reagan's welcoming speech : 

On beh a l f  o f  the A m e rican 
people,  I extend a cordial  wel­
come to President Jose L6pez 
Porti l lo .  B u t  I a lso want  to ex­
tend my perso nal  g reet i ngs ,  
with the a ffectio n  and respect 
that I feel fo r him . . . .  

The relati o n sh i p  we have 
b ui l t  as ind iv idua ls  i s  i ndicat ive 
o f  a new di mension that  we are 
br inging to the friendship be­
tween our  two countries . . . .  

I n  a wor ld  fu l l  o f  neighbors that resort to v i o lence, 
neighbors that h ave lost  sight of their  shared values  and 
m utual  i n terests .  the good wi l l  b etween M exico and the 
U n i ted States is  a flower whose beauty we here appreciate 
and protect . . . .  

I t  it our  d uty . . .  to ensure that we cont inue bei ng 
frien d s .  I welcome you today, M r .  Presiden t ,  with the 
promise that this govern ment  w i l l  s incerely and stub­
bornly m a k e  sure to mainta in  relations between our two 
n at ions that are b ased o n  m utual  respect a n d  coopera­
t ion;  and that the decis ions  w h ich a ffect both sides of the 
border w i l l  be taken o n ly a fter very c l ose consultat ion 
between o u r  two govern ments .  

Our  very proxim ity represents an opportunity for us  
to show the wor ld  how two n at ions ,  by t a l k i ng to each 
other as eq uals,  as partners,  as friends,  can solve their 
problems and deepen thei r m ut ua l  respect .  . . .  

M r . Presi dent :  You are a scholar ,  a m a n  o f  art ,  a n d  a 
pol it ical  leader of a pro ud and independent n at i on .  There 
are m any i tems of i m p o rtance on o u r  agend a .  I l o o k  
fo rward to a far- reac h i n g  exchange o f  views t h a t  w i l l  
cement the  t i e s  between u s .  T h e  perso nal  friendship t h a t  
we a r e  forg ing m ust  b e  m atched by the c l o s e  relat ionship 
between o u r  two peo ples .  
President Reagan's toast : 

A t  our  first m eeti n g  y o u  gave m e  a splendid example  
of  your  own a rtis try-d rawings o f  h o rses, etched o n  
g l ass,  drawn by you ,  that  a r e  now p r o u d l y  displayed 
behind my desk . . . .  

I t  would  be difficult  to  m atch the g i ft that  arrived at 
our ranch hefore my i n a uguration . . .  a magnifice n t  
h o rse,  your  personal  m o u n t .  N o w  that w a s  m o r e  t h a n  
frien dshi p ,  you t o o k  me i n t o  your  fami ly . . . . 

The art o f  pol i t ics  is sometimes frustrat ing.  There a re 
other ti mes o f  co n fidence a n d  opti m i s m ,  a n d  your  v is i t  
has been such  a t ime .  
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President Lopez Portillo's speech of greetings : 
I t  is a great pleasure to be 

here in the  capital o f  your 
country . . .  and to see you now 
totally recovered from the at­
tack o f  absurd vio lence you 
s u ffered . I am pleased at your 
great capacity o f  recovery , and 
I see  i n  your  hea l th  and y o u r  
fort itude a sy m b o l  o f  the health 
a n d  fortitude o f  y o u r  nat ion .  

Few co untries  i n  the world 
h a ve as many m atters to dis­

cuss as do M exico and the U n i ted States .  We are not only  
neig hbors ,  b ut we a lso represent two wor lds  . . . .  We 
represent  the relat ionship  between the developing world 
a n d  the  world that has  a lready been devel oped . . . .  

I come here n o w ,  s ir ,  as a friend without  any p rej Ud i ce 
to ta lk  over t hese m a tters wi th  you,  and to prove with my 
coming that  there can be  friendship among friends and 
that t h i s  friendship can h ave as i ts  main  p i l lar  a n d  basis  
the ru le  o f  reason . . . .  

W hen we do not  ag ree, then we w i l l  ta lk  th ings over 
wi thout arroga nce.  A rrogance is a dangerous deviation 
o f  those who are in  a weaker position . The o ther very 
dangerous aspect is  s u b m i ss ion . We w i l l  select the road 
o f  respect and the rule o f  reaso n ,  without any submiss ion 
a n d  without  any a rroga n ce . . . .  

I fee l .  M r .  Pres i dent ,  y o u r  goodwi l l  and your  friend­
ship.  I fee l  your h o n esty and your decency .  I wi l l  make 
e very effort  to reci procate the co urtesies you h ave ex­
tended to m e .  

President Lopez Portillo's toast : 

I m ust con fess t h at I am moved . . . . I h ave spoken 
before a gathering i n  this  same p lace three times before,  
and I have never been as moved as I feel  to day . . . .  I have 
always spoken frankly  . . . .  The relationship,  for some 
reason o r  other ,  has  always been a tense one . . . .  For the 
fi rst t ime n o w  I have fel t  total ly  re laxed . . . .  A President 
o f  the U n ited States has used with me that very generous 
ph rase, "my home i s  your home . . . .  " 

The m o s t  i m p o rtant  thing o f  a l l  is respect . To give 
without  respect is  usual ly  o ffensive . . . .  The first expres­
s ion that we learned as chi ldren i s  one that was said by 
[ 1 9 th -cen tury M exican President ]  Benito J uarez . He sa id  
that  respect for the r ights  of ot hers is  peace . 

O u rs is t h e  m ost �ig n i ficant  re lat ionship between the 
North a n d  the South . . . .  I bel ieve that  i n  Cancun, we 
shal l h a ve the a b i l ity to say that i t  is  poss i b l e .  
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The 'Big Lie' behind the Israeli 
hit on Baghdad's nuclear facility 
by Robert Dreyfuss,  Middle East Editor 

I n  carrying out an unprovoked air raid against the Iraqi 
nuclear research facil ities on June 7, the I sraeli govern­
ment of  Prime Minister Menachem Begin claimed to 
have acted for the urgent self-defense of I s rael . 

That rationale is a complete l ie .  Moreover, the attack 
on I raq represents a severe strategic miscalculation by 
Begin and his  i nternational a l l ies .  In fact , the Iraqi 
reactor presented not the slightest threat to Israeli secu­
rity, despite Begi n 's  extravagant declaration that he has 
"saved I srae l from a holocaust ."  I n  addition ,  Begin 's  
attack on Iraq,  in contravention of international law,  will 
not aid Begin's much-proclaimed intention to exclude 
the Soviet Union from the Middle East, but will  facilitate 
the growth of M oscow's influence in  the Arab world . 

From Begin ' s  own standpoint,  the air raid was cal­
culated as a j ingoistic vote-getting move in the battle 
against chal lenger Shimon Peres of the Labour Party in 
the June 30 national elections .  Peres blasted Begin ' s  
cynical opportunism the day  after the raid, saying, " We 
must tel l the people what we feel ,  that the action was an 
election stunt .  The reactor in  I raq did not yet pose a risk 
that required action at such an ear ly stage ."  

Peres' statement was little noticed in  the  hoopla after 
the attack; it exposes Begin 's  defenders overseas-in­
cluding many gullible U . S .  congressmen-as mere elec­
t ioneers for Begin ,  not defenders of the I sraeli state . 

As viewed by Begin 's  supporters , the real purpose 
behind the Israeli attack was to further destabilize the 
Middle East in al l iance with the regime of Ayatollah 
Khomeini, disrupt oil supplies to the West, and, more 
broadly, set back the prospects for developing nuclear 
energy-based industr ial ization anywhere in the Third 
World .  

But the decision to  unleash the I s raeli a ir  force created 
a deeper and further-reaching crisis in the M iddle East 
and around the world than its authors may have intended .  
In  the aftermath of the June 7 attack, a fundamental 
a lteration h as occurred in the way the Arabs, the Euro­
peans, the Soviets ,  and the Reagan administraton wi l l  
view international  relat ion s .  The consequences are highly 
unpredictable .  

Perhaps most sign ificant is the fact that Begin has 
violated the basic principle govern i ng world affairs :  the 
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invio lable sovereignty of the nation-state. To accomplish 
that,  Begin relied on two outright falsehoods: 

First ,  Begin lied that the I raqi reactor was designed 
to "create atomic bombs" and that the "existence o f  
I srael was at stake." In  reality, the I raqi reactor was a 
small research facil ity designed primarily to train I raqi 
scientists and prepare the expansion of  the Iraqi industri­
al nuclear program . It  was not intended to produce 
bombs, and the n uclear fuel was under tight French 
controls and inspection .  

Iraq is a l so  a signatory to the Non-Proliferation 
Treaty , and international  teams of inspectors had recent­
ly visited Baghdad to guarantee against mi l i tary uses of 
the reactor. Israel  has refused to sign the treaty and 
possesses several nuclear bombs,  according to the CIA.  

Menachem Begin's alliance 
with the Iranian regime 
I raq's Osirak nuclear research reactor which Israeli 
F- 1 6s bombed June 7 was the centerpiece of a bold 
economic development plan for the entire Arab world. 

Last year, Baghdad presented a plan to the Arab 
League for a multimillion.dollar development pro­
gram intended to make the Arab world an economic 
superpower by the year 2000. Only through such a 
plan, argued Iraqi President Saddam Hussein, could 
the Arab nations hope to ensure their sovereignty, and 
reach a just settlement of the Middle East crisis. 

I raq intends to utilize nuclear energy to desalinate 
seawater.  "The transformation of this region will have 
important climatic a nd agricultural repercussions and 
will serve as a model for analogous experiences in 
other parts of the Arab world, which have the largest 
deserts in the world," the Iraqi news agency reported 
last year. 
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I n  addit io n ,  M i les Copela n d ,  an ex-C I A  offic ia l  with 
M iddle East conn ecti o n s ,  has sa id that A merican author­
ities were fu l ly  briefed by French inte l l igence at every 
stage d u r i n g  the construct ion of the I raqi  faci l i ty ,  and 
th u s  had fu l l  k n owledge o f  i t s  actual  capabi l i t ies . 

Second. the  I ra q i  attack exposes as a l ie  Begi n ' s  c la im 
that I srael acts as a fo rce to p reven t the invo lvement of  
the Soviet U n ion i n  the  M i ddle Eas t .  I srael ' s  intent ion 
was to feed a radical izat ion o f  the  Arab w o r l d .  B eg i n  is  
k n own to bel ieve that  by assist ing Arab extremists  l i ke 
L i bya' s Colonel  Qaddafi ,  he is  b u i ld ing I srael ' s  ro le  as  
America's o n l y  friend i n  the regi o n . 

I n  recent m o n t h s ,  Begin has  esta b l i s hed a secret 
a l l iance w i t h  t he Soviet K G B  inte l l igence service, by 
mutua l ly  ag reei ng  with KG B-cont ro l led Syria to d iv ide 
war-torn Lebanon between i t s  two neigh b o r s .  That ac­
cord was desi red not o n l y  by the K G B  but  also by 
Secretary o f  State A lexander H aig,  whose Cold War  talk 
m asked his  commitment  to a Yal ta-style div is ion o f  the 
M i ddle East into U . S .  and U . S . S . R .  sp heres of  i n fl uence.  
Both the I sraeli  govern ment  a n d  the U . S . S . R .  join w ith 
Brit ish ban k s  and oi l  companies i n  see k i ng t h e  destabi l i ­
zation o f  S a u d i  A ra b i a ,  a n d  they a r e  c o u n t i n g  o n  Prince 
A b d u l l a h ,  commander o f  the Saudi  N at ional  Guard,  to  
serve the ir  m utua l  i n terest s .  A b d u l l a h ,  w h o  i s  widely 
k nown to h ave London connectio ns ,  has  recent ly  been 
prai sed in  the Soviet pres s .  

N uclear-powered desalin ation for mass i rrigation 
projects is the fo undation of a p l a n  which Iraq and the 
government o f French President Giscard d' Estaing 
created for renew ing the ancient valley between the 
Tigris and Euphrates R i vers, k n own as the Fertile 
C rescent .  S ince 1 974 I raq has engaged in a land 

recl amation proj ect which was projected to yie ld suf­
ficient food by 1 990 to feed the entire A rabian penin­
s u l a .  Presi dent H ussein has  stressed that Iraq's  agri­
cultural  potential  i s  "permanent o i l , "  s ince it will  yield 
econo m ic benefits after i ts  oil  reserves a re depleted . 

The I raqi  n uclear program was a vehicle for train­
ing a generat ion o f  Arab scientists wh o  cou l d  spread 
n uclear tech n o l ogy thro ughout the Arab world . I n  
1 97 5 ,  I raq signed a n uclear cooperatio n  accord with 
France to b u i l d  a center for n uclear research.  This  
center , which was about  to become operational this 
year, housed the Osi rak reactor .  

The I raqi research center's pr incipal  functi o n  was 
to train 600 engineers and technici a n s  a year.  lust  
before the defeat of Presiden t G iscard in  t h e  May 
French electio n s ,  I raq  and France were invo lved i n  
negoti ating fo r the construction of  a m uch bigger 
reactor of 600 megawatts . 
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Responses to the 
Israeli blitzkrieg 

Government of Iraq : "It has been k n own to us fro m  the 
beginning  that many parties,  local and international,  
were and sti l l  are behi n d  the eagerness o f  the backward 
and s uspect I ranian reg i m e  to stir  up the dispute with, 
cond uct aggressi o n  against,  and begin the war against 
I ra q .  

"They h ave been b e h i n d  the  cont in uatio n  of  this war 
for several months because of their pol it ical  and mi l itary 
s upport and backing for I ra n ,  including i n formation, 
technica l  consultati o n s ,  a n d  d i rect and indirect mi l itary 
i n te l l igence, in order to achieve their evil o bjectives 
agai nst  I r a q .  The m a i n  party was the Zionist entity, 
which u nderstands completely that a l i terate, developed, 
and capable I raq i s  a decis ive factor i n  determining the 
res ults  of the Arab conflict against  it, today and tomor­
r o w .  

"The Zionist entity understands t h a t  one o f  the most 
decis ive factors i n  determin ing  the  future o f  the con flict 
the Arab natioh i s  w ag i ng agai nst  it, is  the continued 
p resence of the technica l  and scientific gap between it 
and the Arab nati o n .  Therefore,  i t  is trying by all means 
to keep this gap within l i m its which w i l l  not enable the 
A ra b  n at ion to achieve victory over i t  i n  the conflict.  

" B ased on this strategic objective,  the Zionist  enemy 
participated o n  m o re than one occasi o n, directly and 
i n directly,  with Iran against I ra q .  This  i n cl u ded supply­
i ng I r a n  with mi l i t ary equipment and spare parts .  Zionist 
enemy p l a nes also raided I raq i n  the first days of the war, 
thus exploit ing the war circumstances against  Iran, in 
co l lus ion with the s uspect regime i n  I r a n .  The raids were 
a imed in  part icular  at  the I raqi  n u clear i n st'rli lati o n s .  

"The men who h a v e  been ab le, through t h e i r  loyalty 
to their  people and nat ion ,  their  faith i n  their  cause,  and 
their  minds a n d  e fforts,  to bring I ra q ' s  n uc lea r potential 
up to the standard which created this amount  of rancor 
and b l atant aggress ion by the Zionist  and Persian ene­
m ies,  make us confident that  they are also capable o f  
conti n u i n g  t h i s  trend no m atter w h at o ur enemies try, 
and no m atter what these enemies can achieve i n  their  
attempts  to do d i rect o r  i n d i rect h a rm . "  

France's reaction : T h e  Q u a i  d ' Orsay stated ,  "Any 
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attack on the territory of a foreign state is a violation of 
law and is therefore condemnable. The initiative of  the 
Israeli government is  a grave act which the French 
government deems to be unacceptable. In  addition ,  this 
bombing increases the tension which affects the whole 
region . . . .  M .  Chaussepied, a French technician ,  found 
his death during this bombing ."  

French Foreign Minister Claude Cheysson :  Cheys­
son called the bombing a "grave" and "unacceptable" 
act. Agence France Presse news agency reported that the 
French government will  not antagonize I srael, however, 
and continues to consider Israeli a "friend ."  

French Prime Minister Pierre M auroy called the  raid 
on Iraq, "an unacceptable and very grave act that com­
plicates a very explosive situation ."  Despite this official 
expression of regret, French President Fran�ois Mitter­
rand does not intend to cancel an upcoming trip to I srael ,  
while M auroy is sending out signals that France wil l  not 
help Iraq rebuild the reactor. According to the Washing­

ton Post;  "M auroy said the French would study any Iraqi 
request to rebuild the nuclear center , but that a decision 
would be made in l ight of the French Socialist govern­
ment's determination to gradually take France out of the 
' international arms sales business and to avoid n uclear 
proliferation . '  " 

King H ussein of Jordan: "Those who do not support 
I raq would in  effect be supportng Israel . Supporting Iran 
means supporting the Zionist enemy ."  

Prime M inister M udar Badran o f  Jordan : Badran 
accused I ran of assisting Israel in  the attack .  The Israeli 
jets, charged Badran , flew "with Iran ' s  knowledge, co­
ordination , and cooperation ." 

Information M inister Mohammed Abdo Yamani of 
Saudi Arabia : The attack on Iraq's nuclear reactor, 
charged Yamani ,  was the "peak of international terror­
ism practiced by Israel ."  

Foreign Minister Kamal Hassan Ali of Egypt : I srael ' s  
raid on Iraq was "irresponsible and unj ustified" and 
"could lead to a dangerous escalation of tension in  the 
area . " 

TASS, the official Soviet press agency : "Israel 's  arro­
gant aggression against the sovereign Arab state of  Iraq 
was made not without Washington 's  sanction .  More­
over, i t  is obvious that this latest act of international 
pi racy has been backed by the present American admin­
istration .  American television commentators later hinted 
that contrary to the official version put out by the State 
Department, Washi ngton was informed of Israel ' s  prep­
aration for this gangster action . The leadership of the 
American administration knew of the plan for a sudden 
attack by the I sraeli air force on Iraq . A BC television's  
diplomatic correspondent points  out that the question of 
the setting up of  a nuclear center in Iraq has long been 
riling the Un ited States . Washington has more than once 
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notified France and Italy of its opposition to this con­
struction and has called for its cessation . American intel­
ligence services drew the conclusion that Israel was plan­
ning the destruction of  the complex and that a blow 
would be struck against it .  

"The facts show that Tel Aviv did not stop at any­
thing in  carrying out this action .  I sraeli pilots intruded 
into the airspace of Jordan and twice that of  Saudi 
Arabia.  CBS correspondent draws attention to the fact 
that the American AWACs,  which had been bought by 
Saudi Arabia for its antiaircraft defense, could not pick 
up the Israeli  planes . The explanation i s  that the crews of 
the AWACs are exclusively American . 

"All the statements made by the Department of State 
condemning the Israeli raid are obviously designed to 
delude the world's public opinion regarding the true 
stand of the U . S .  administration , as well as to soften the 
anti-American reaction of the Arab League . Washing­
ton ' s  hypocritical stand is conclusive evidence that the 
current U . S .  administration supports and encourages the 
pirates of  i nternational terrorism,  and piracy which Israel 
h as made state policy . "  

U.S. Government Statement No. 2, cleared b y  Presi­
dent Reagan and Secretary of State Haig : "The U nited 
States Government condemns  the reported Israeli air 
strike on the Iraq n uclear facility, the unprecedented 
character of which cannot but seriously add to the al­
ready tense situation in  the area .  

"A vailable evidence suggests U .S . -provided equip­
ment was employed in  possible violation of the applicable 
agreement under which i t  was sold to Israel , and a report 
to this effect i s  being prepared for submission to the 
U nited States Congress in accordance with the relevant 
United States statute . "  

U.S. Senator Howard Baker ( R-Tenn. ) :  "It  has ex­
traordinary implications .  It was totally unexpected . It 
will certainly make Ambassador Habib's  mission more 
difficult .  I t ' s  a serious matter and a cause for great 
concern . " 

U.S. Senator Alphonse D'Amato ( R-N.Y.) :  In a press 
statement issued June 9, Senator D' Amato called the 
Israeli bombing of an I raqi atomic reactor "coura­
geous .  . . . I f  this is  what Israel felt she had to do to 
safeguard her national security, we are in no position to 
second guess her . . . .  I srael is  in  a position of extreme 
vulnerabil ity . . .  there i s  no margin for error . . . .  A pre­
emptive strike can be a very effective weapon to prevent 
wider conflict . We might even term this a rather effective 
method of antin uclear proliferation ."  

Representative Richard Ottinger ( D-N.Y. ) :  An a ide  to 
the Representative told an interviewer that the bombing 
may have been Israel 's  message to the Soviet Union and 
Saudi Arabia that I srael will not let Soviet-Arab relations 
"get away with n uclear proliferation ."  
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Challenges facing the 
U.S. administration 
A power struggle has erupted in Washington over the 
Reagan administration's policy following its response to 
Israel's June 7 bombing of I raq's nuclear research center 
near Baghdad. The outcome of the struggle, which wil l  

, help determine the future of U.S.  interests in the M iddle 
East, depends lar�ely on the personal intervention of 
President Reagan . 

Unless Reagan takes it upon himself to hold Israeli 
Prime Minister Begin to account for the latter' s perilous 
flaunting of international law, and affirms U . S .  commit­
ment to cooperation with the moderate Arab states of 
Saudi Arabia, I raq, and Jordan , it i s  l ikely that the 
United States will be entrapped in a j oint British intelli­
gence-KGB scenario (in which Begin is  a mere pawn) to 
radicalize the countries of the Middle East. 

Begin's election-eve raid on Baghdad may not only 
ensconce him in power for another term; it also threatens 
to dramatically increase Soviet and British influence in 
the region as a result of suspicion in the Arab world that 
Washington was behind the Israeli strike .  

The British in particular are doing their utmost to 
cultivate these suspicions in  order to hasten a rupture 
between Washington and the Arabs, and prevent Reagan 
from consolidating relations with the Arab moderates . 
According to one source, "The Begin government feared 
the relationship developing between the United States 
and the Iraqi-Saudi axis in the period since Reagan was 
sworn into office."  The fear, he said, peaked with the 
AWACS deal with the Saudis .  "The Israelis  were deter­
mined to break up the axis before it was solidified ."  

Immediately following Israel ' s  attack on Iraq, the 
British press began churning out the line that the United 
States was to blame for the I sraeli raid . It is "the lack of 
U .S .  po licy toward the Middle East,"  charged the Finan­
cial Times, that has given Begin "free rein" to escalate 
the crisis, establishing a new "dangerous precedent" in 
world politics . Similarly, in a front-page piece entitled 
"Arab Fury at U .S . ,"  the London Times says that the 
Arab countries are united in their view that the Ameri­
cans bear primary responsibil ity for the air strike. "Saudi 
Arabia in particular is incensed," the Times notes . 

Britain 's  efforts to ingratiate itself with the Saudis 
were to coincide with the arrival in London of  Saudi 
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Arabia's King Khaled for an official state visit . The 
highest echelon of the British oligarchy turned out to 
greet the king.  M ost explicit in  her wooing of the Saudis 
was Prime Minister Thatcher, who, in a grandstand 
speech to parliament, attacked Israel ' s  action as a "grave 
breach of international law, " and stated that her govern­
ment "totally and utterly" condemned it .  

Despite the eager efforts by Britain and others to 
urge radical action upon the Arabs,  the Arab world has 
actual ly shown considerable calmness in  i ts  reaction to 
the I sraeli attack .  

In the wake  of  the I sraeli hit, the  eyes of the world 
are on Reagan .  'While it is a ltogether unlikely that a 
full-fledged arms cutoff to Israel can be pushed through 
the U . S .  Congress, there are other actions Reagan can 
take to bring Israel into line, such as s lowing down 
weapons deliveries, refusing to pick up Israel ' s  trade 
deficit, or treating Israeli intelligence reports as "raw" 
data rather than reliable, "hard" evaluations ,  which is 
the current procedure. 

Three days following the raid, the Department of 
Defense announced that four F- 1 6  jets scheduled for 
delivery to Israel June II would not be shipped out that 
day. However, when asked to confirm this, H aig' s State 
Department initially refused , indicating the degree to 
which the administration is  divided on  how to handle 
the situation . In the end, delivery o( the four F- 1 6s was 
temporari ly suspended-a largely symbolic move that 
by itself does not mean m uch, but could serve as a 
stepping stone in a Reagan operation to rein in,  and 
possibly dump, Begin .  

O n e  high-level Washington source, queried about 
possible divisions in the administration, noted, "The 
first statement by the State Department expressed only 
'deep concern ' about the raid, while the next statement, 
issued two hours later, expressed 'condemnation . '  You 
might possibly want to look for an intervention by the 
President in the second statement ."  

Several intelligence insiders have privately pointed 
to Secretary of State Haig and National Security Advis­
er Richard Allen for giving the green l ight to Begin .  
According to  one  source, Allen has been deliberately 
feeding Reagan misinformation over the past months, 
and may now try to blunt Reagan' s response to the 
crisis . Another so urce predicted that " H aig may find 
himself increasingly circumscribed by Reagan and wil l  
lose a lot of ground to [presidential counselor] Ed 
Meese," and to Secretary of Defense Caspar Weinber­
ger. Weinberger and his  deputy Frank Carlucci have 
reportedly been pushing Reagan to be tough with 
Begin ,  and are at odds with Haig, whose June t o  letter 
to congress ional  leaders Rep . Tip O'Nei l l  and Sen. 
Charles Percy was noticeably mild and fai led to con­
demn I srael .  
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Warfare surfaces on 
'nonproliferation' 
by Judith Wyer 

I srael ' s  attack on I raq 's  n uclear fac i l i ty J u n e  7 has bene­
fited a global o l igarchy bent on g a i n i n g  co ntrol  of n u­
clear technology and l imit ing  the developmen t o f  the 
emerging nat ions .  The m ed ia  around the world greeted 
the Israeli terrorist  assaul t  w i th the same refr a i n ,  that the 
raid proves the necessity o f  enfo rci n g  n o n p r o l i ferati o n ,  
since the raid sets a p recedent fo r fu t ure attacks by ri val  
developing states with  n uclear fac i l i t ies .  

The argument originates with such group i ngs as the  
Aspen I n stitute, the  C l u b  of  Rome,  and the Brandt  
Commissio n .  For this  e l i te,  n o n prol i ferat i o n  mea n s  end­
ing future n uclear development wi th in  the Third  W o rl d  
a n d  placing stringent controls  on a n  i n d ustr ia l  state ' s  use 
of nuclear technology.  Perhaps the news media 's  despic­
able s i lence o n  the issue o f  I raq ' s  sovereignty reflects the 
fact that  these o l igarchical  fo rces open ly promote the  
creation of  supranational  govern ing bodies to  rep lace 
sovereign nations '  r ig h t fu l  co n t rol  over the use and 
transferral o f  n uclear techno logy . 

This was demonstrated by a sen i o r  offica l  at the  
Aspen Inst i tute, who respo nded to t h e  I s rael i  a t tack by 
call ing for a new global  " Baruch p lan " to regul ate a l l  

The bombed Osirak Iludear CIIIlSI m e l / Oil  , i l l '  ill Iraq .  

38 I n ternat ional  

n u clear tech n o l ogy and " s u r render nat ional  sovereignty 
of nat io n s . "  ( See i nterview below . )  Such a posture effec­
t ive ly  d o o m s  the developing states in the l o ng run to a 
fi xed-resources arena o f  eco n o m i c  growth . 

The Osirak reactor 
The destruct ion of  the I raqi reactor was a i med at 

u n dercutt i n g  the potentia l  of the weal th ies t  sector of the 
deve loping wor ld ,  the o i l -r ich A rab states, for unbound­
ed eco n o m i c  gro w t h .  Last  year I raqi President Saddam 
H ussei n ,  i n  discuss ing the I raqi n uclear program's  
i m porta n ce fo r A rab-wide development ,  warned that 
"the  Zionists  a n d  thei r supporters u sed t o  work on the 
assumpt ion that  the A rabs were backward people . .  . 
but  the A rab nat i o n s  are on the  verge o f  a new age . . .  . 

They w i l l  s u ccessfu l ly  use atomic energy fo r i n d ustry . "  
Baghdad has  repeated ly  denied I srae l ' s  a l legations 

that  t hey were developing the capabi l ity to  make bombs.  
S uch facts have been widely  ignored.  I n stead, a 

ga l lery o f  n o n p r o l i ferati o n  and d isarmament advocates 
have been carted before televis ion cameras to argue that 
a n u m ber of developing states, i nc l uding Brazi l ,  Paki­
stan,  and Egy p t ,  are on the verge o f  b u i l d i ng the bomb.  
These same ci rcles are level ing s imi lar  attac ks at  the 
i n d ustri a l  states s uch as F rance and I taly,  which have 
exten ded a t ransfer  o f  n uclea r tech n o l ogy to the devel­
oping sect o r .  

The actual purpose of 
the Osirak facility 

A n  al l i ance o f  I s raeli  and K h omeiniite I ran ian intelli­
gence agencies has been working since 1979 to over­
throw the government of Iraqi  President Saddam 
H ussein and undermine the most promising develop­
i ng co untry i n  the A ra b  world.  The June 7 assault on 
the  I raqi  n u clear research faci lity i s the focus of a 
broader col laboration between the Begi n  government 
a n d  back ward Iranian  m ullahs aimed against Arab 
eco n o m ic development and modernization . 

The conspi racy against  I raq's nuclear program 
began in 1979 when K ho meini's secret police, the 
Savama ,  a n d  the I sraeli M ossad joined forces against 
the West Eu ropean suppl iers of nuclear tech nology to 
I raq . 

A t  that  t ime,  a mysteri o u s  terrorist bombing in 
France destroyed a part ial ly assembled n uclear plant 
s l ated fo r shipment to  I raq, provoking a p ublic o utcry 
in Pari s  that  the M o ssad was responsible.  
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Admiral Eugene LaRoq ue, the head of the Wash­
ington-based Center for Defense In formation, j ubi lantly 
welcomed the I s rael i raid ,  because it strengthens "global 
disarmament and l imit ing national sovereignty through 
control of technology . "  The l inkage between nonproli­
feration and disarmament stressed by LaRoque and the 
Aspen official is  part of an evil maneuver involving a 
commission headed by the Socialist International 's  Olof 
Palme to draw the Soviet Union into an agreement to 
l imit  technological growth (see EIR, June \ 6) .  Not 
coincidentally, the Aspen spokesman named former 
Secretary of State Cyrus Vance as the most qual ified 
candidate to head a supranational commission to en­
force nonpro l iferation .  Vance is  a mem ber of the Pal me 
Commission on Disarmament; the Aspen official be­
moaned the fact that it was the Soviet U nion's  refusal 
to accept this concept of l imit ing nuclear technology 
which stifled the Baruch Plan . 

But this time around Vance et a l .  in tend to raise the 
stakes by, if  necessary, staging other dangerous inci­
dents such as the I s raeli raids in order to force the 
U . S . S . R .  into a nonproliferation agreement under the 
guise of  disarmament and therefore l imit Soviet eco­
nomic and mi l i tary growth . 

M eanwhile, the Palme Commission 's  upcoming 
meeting in M oscow wi l l  reportedly discuss the Iraqi  
raid .  

In  early 1980, the head of Iraq's nuclear program 
was mysteriously murdered in France.  A few months 
later, the only living witness to the crime was run 
down and k illed on a Paris street by a speeding car .  

Simultaneously, the Savama-controlled terrorist 
group, the Committee to Safeguard the Islamic Rev­
olution, began a wave of terror in Europe against 
anyone associated with Iraq's nuclear program . In 
August 1980 this group sent letters to five French 
firms threatening them with terrorist reprisals if they 
did not break off all relations with Iraq. The bombing 
of an Italian company also working with Iraq 's nucle­
ar authority was linked to Iranian terrorists. 

A month later , just after the outbreak of the Iran­
Iraq war, Iranian fighters raided the n uclear facility 
missing the building housing the Osirak reactor.  I srael 
openly lauded the attack , and Deputy Defense Minis­
ter Mordechai Zippori offered to provide I ran with 
Israeli intelligence enabling them to make a more 
effective second raid against the reactor. 

In the last month,  Israel has condemned I raq for 
its aggression against Iran in the IO-month old Gulf 
war, and has clandestinely supplied I ran with military 
support. 
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Interview 

Aspen calls for a 
'new Baruch plan' 
A senior official at the A spen Institute for Humanistic 
Studies in volved in the Brandt Commission report on sup­
pressing Third World industrialization made the following 
comments in a June 10 ill tervieW prOVided to EI R .  

Q :  What does the I sraeli bombing of the Iraqi nuclear 
faci lity mean for the future of  the world nuclear industry? 
A :  It certainly changes the entire picture . It opens up the 
entire n uclear question for debate on the level of imme­
diate act ion,  as opposed to thought and planning.  I t  will 
affect every country. There can be no status quo ante 
after an act l ike this ,  j ust as there can be no status quo 
ante after the formation of Solidarity in Poland .  I t  puts 
the question of n uclear proliferation on the immediate 
urgent public agenda of  secretaries of states and chancel­
leries around the world . 

Q :  What wil l  happen then? 
A :  I t  has now become clear that existing institutions 
don't measure up to the real problems of  nuclear prolif­
eration and the entire arms race . We need new institu­
tions far beyond those of  SA LT and the existing arms 
control negotiations .  This changes the entire atmosphere 
of  disarmament and requires bolder solutions .  

We need a new international wise men counci l  on  a 
m uch higher plane, a small  group of  the best minds to 
come up with ideas that cross a certain h istoric threshold.  
Such a wise men council  must finally accomplish what 
Bernard Baruch, Dean Acheson,  and John J .  McCloy 
tried to do after the war to contain the very first spread of 
nuclear energy,  which contains the seeds o f  the greatest 
surrender of the sovereignty of nations in history . Unfor­
tunately, the Soviet Un ion turned it down .  We need a 
group l ike the Baruch Plan now, a commission to study 
all the a l ternatives, which wil l  be one of those h istoric 
new international  organizations which takes a quantum 
j ump, an organization of the h istoric new quality of  the 
Lend- Lease program which brought us into World War 
I I ,  of  NATO, and of  the M arsha l l  Plan . 

SALT and a bi lateral U . S . -Soviet negotiations pro­
cess are not enough. In this new process we need to 
examine the role of  the al l iance and perhaps change its 
basic structures. It includes how we treat our a l lies . 
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Q: What has been the response in Washington? 
A: My first goal is to set up a U . S .  wise men council  
which m ust be nonpartisan, made up of visible,  respected 
people who have been public servants, and people whose 
voices could not be ignored, such as [former Secretary of 
State] Cyrus Vance. 

Q: Are you talk ing with Haig or the State Department? 
A: Let's say I 'm planning this  with people who,  if they 
became interested, are in a position to do something 
about it .  

Q: What is  the response in Europe? 
A: I had dinner with Helmut Schmidt when he was here 
and he was interested in new approaches to disarmament 
aQd the relations between the U . S .  and its al l ies . He is 
interested in  actively pursuing disarmament, and de­
creased military budgets in the West. I a lso met with 
[French Foreign Minister] Claude Cheysson, and he and 
M itterrand are in favor, as are the Dutch·and the British .  

President Reagan wil l  have to respond  if the council 
is set up properly, with people who can' t  be ignored . 
They' re being forced to learn by such historic incidents 
as those of this week . This is  forcing a shift .  It's going to 
force them to turn to this kind of help [i .e .  Aspen] 
whether they like it or not .  It wi l l  force the President to 
be more flexible-it 's  on his plate now. The issue won't  
go away. 

Q: You mean there will be more such incidents? 
A: I think so .  Look at Pakistan and India .  If a regime 
l ike Pakistan's seems to be sl ipping, and they had had it ,  
they might easi ly bomb an Indian n uclear plant .  Brazil 
and Argentina could have the same situation .  Any rising 
industrial izing society can now produce some kind of 
nuclear device-Korea, Taiwan, Brazil ,  even Saudi Ara­
bia wants one. The Israeli action raises the specter that 
they are all l iable to be in  Iraq's shoes. 

The situation has crossed a threshold,  and we need 
new international la�s to deal with this so that countries 
like Israel wi l l  not feel they have to take matters into their 
own hands.  We need to get past the situation where 
nation-states have contro l over these things . 

It also extends to arms sales. which must be con­
trolled . A top Venezuelan recently asked me why the 
U .S .  is selling planes to Venezuela, which could create a 
conflict between Venezuela and Colombia, which wants 
to prevent a Venezuelan buildup . Just as France 
shouldn't have been bui lding that reactor in  Iraq, we 
shouldn't have been sel l ing arms to I srael-or to the 
Saudis . 

Q: Can't the LDCs have peaceful n uclear power? 
A: I raq has oi l ,  what do they need nuclear power for? 
There is no separation of peaceful and mil itary uses of  
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n uclear energy . We must set up a legal system with 
international controls.  

Q: Doesn ' t  th is  mean control l ing Third World develop­
ment policy and economic policy? 
A :  Yes-especially their use of resources . They 
shouldn't  have n uclear power, and they wil l  have to 
develop their own sources of energy.  There is going to 
have to be i nternational discussion by the wise men 
council  and other forums of  what k inds of development 
are appropriate. The recent action has made the situation 
very, very messy .  There are all sorts of  technologies 
which are not adequately control led i nternationally, and 
the Third World does not have adequate resources to 
develop them in any case. There is going to have to be a 
slowing of the tempo of development i n  line with inter­
national considerations-and the politicians who don' t 
l ike this are going to have to deal with it .  

Q: What about the population problem? 
A: As I said, the situation is very, very messy . Population 
is a serious international security problem, and i t  is  j ust 
these sorts of  problems which wil l  have to be increasingly 
dealt with by international agencies . Politicians won' t  
l ike this .  

Q: Can you use this forum to advance population plan­
n ing pol icies? 
A :  We wi l l  start with the technology question .  

Q: D o  y o u  see a rise in  insurance and loan rates for 
nuclear exports? 
A :  Certainly,  insurance rates are a lready going up, and 
loan rates have certai n  risk premiums.  I think this will  
become an increasing factor .  This incident is  just a part 
of  an acceleration of events which wil l  force the process .  
I a l so expect pressures on food and water, serious short­
ages during the next year. Then I expect that the Eurom­
issi les negotiations will become a b ig point on this ques­
tion ,  that the European a llies increasingly will  be unwill­
ing to place these missi les on  their soi l  unless the U .S .  
agrees to set up international  disarmament negotiations.  
Then the entire question of inflation and defense budgets 
is going to accelerate the issue .  

Q:  Do you see a shift in the  Reagan administration? 
A :  This is  a test .  We're looking to see how seriously this 
wil l  shake people up .  I t  may take more such incidents. 
M any countries are dependent on export of nuclear 
plants for jobs and may contin ue to insist on exporting. 
If we can cut defense budgets, there wil l  be more money 
for other things [ i . e . ,  domestic reflation make-work] and 
that wi l l  help .  The question i s  how long wil l  it take, how 
many such events wi l l  it  take, before people see our 
institutions are inadequate? 
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Part II: Rastegar Interview 

Outlooks for the 
future of Iran 
The following is Part /I of EI R's interview with Hossein 
Rastegar of the Iran Liberation A rmy. The interview was 
conducted on April 28 by Thierry LeMarc and Mary 
Brannan. Part I appeared in the June 9 EI R .  

EIR : One thing that seems very important a n d  which 
does not seem to exist so far i s  an economic program for 
the future of Iran. 
Rastegar : You are right.  We have worked out such a 
program.  Although the primary aim of our organization 
is the destruction of  the present regime in Iran, we have 
set up various committees dealing with economics, in­
dustry, culture, politics, education, cooperation with 
other countries, and so on. The committees have been 
working for about a year, drawing up plans and pro­
grams for the new Iran. We have an economic progam, a 
political progam, an educational program,  and all  the 
programs necessary for a free country .  I believe that 
other opposition groups are also working on such plans :  

We have never overlooked th is  problem . From the 
very first moment we thought, when we have overthrown 
the government, then what? Immediately after the resto­
ration of order, industry must start functioning, agroin­
dustries m ust start working, universities and schools 
must be opened as quickly as possible, trade with foreign 
countries, especially with the West, should be started. 
The country should start l iving and working again . 

EIR :  What do you think about the war with Iraq? 
Rastegar : I would like to stress both as an Iranian and as 
a leader of the I LA ,  that we wil l  never give up one 
centimeter of our land to another country . We condemn 
the war between I ran and I raq; however, this war is  not 
between the Iranian nation and the Iraqi people . I t  was 
also a pre-planned affair, by the same forces who put 
Khomeini into power . The war has totally destroyed 
Iran's oil  industry and economy, l ikewise in Iraq. Those 
forces who destroyed Iran's economy by putting Kho­
meini into power tried to eliminate what might have 
remained through this blow . What we worked for years 
to build up has been destroyed . From an economic point 
of view and from a national point of view,  we as I LA 
supporters condemn this war. 

EIR :  Do you think that the war might have been delib­
erately aimed at destroying industry in  Iraq? I t  i s  remark-
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able that Iraq's nuclear research center was particularly 
targeted for attack . 
Rastegar : That is rjght. Iran was previously a kind of  
dumping ground for Western products . Through effort 
and hard work Iran brought itself out of this situation .  It 
was quite self-sufficient. The same was happening with 
Iraq. In a couple of  years i t  could happen in other 
countries. If Khomein i  had not been put into power, 
many Middle Eastern countries would have built them­
selves up so they would not have to depend on the West . 
The war was planned ,  first to make the I ranian people 
totally preoccupied with the war, and second to destroy 
the entire economy in Iran and Iraq. 

EIR : What do you think about the cooperation between 
Khomeini and the Israeli regime of Menachem Begin? 
Rastegar : The fact i s  that Khomeini was put in power by 
the West. and Israel's government totally depends on the 
West and does what the West suggests . Of course, the 
present Iranian government gets support from Israel . At 
the beginning of the war with Iraq, Israel secretly deliv­
ered weapons to I ran, all  unofficially, of  course. We have 
discovered that food supplies are flown by EI Al to Paris ,  
and then from Paris to Teheran by Iranian planes. 

EIR : What do you think of Reagan? Do you think that 
there i s  a possibility that he could eventually support a 
movement against Khomeini? 
Rastegar : Reagan personal ly is  a humane person, and 
he is interested in  having a stable and calm situation in 
the Middle East, especially in  Iran . He is  concerned with 
having a stable, nationalist,  and pro-Western govern­
ment in Iran, b ut he i s  rather alone in this. He should 
study the matter more, and find better advisers, some 
who care about the existence of the American nation, the 
existence of Western nations ,  and the existence of the 
Iranian nation . Reagan has taken postions , but he has 
not done anything active. We expect something more 
from Reagan as the leader of  a major Western nation .  

EIR : Would you l ike  to say  something to  our American 
readers in particular? 
Rastegar : The only thing I would like to say, especially 
to the American government, is  that we think that the 
whole of humanity should work for better cooperation in 
the future. The present American government should at 
least try to repair  what the previous government did to 
our nation .  H itler wanted to destroy humanity, m urdered 
mill ions of Jews,  and so on .  At the end of the war, the 
primary task of the German government was to show 
that not all Germans were fascists and criminals .  We 
hope and demand that the American government proves 
that Americans are not the kind of nation that destroys 
other nations for their own benefit .  That is our only wish 
to the American government especially to Reagan . 
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Two options confront 
Chancellor Schmidt 

The following statement was issued last month by the 
executive committee of the European Labor Party ( Euro­
piiische A rbeiterpartei-EA P) in West Germany. The par­
ty 's chairman is Mrs. Helga Zepp-LaRouche. 

Forces centered in London have a well-known plan for 
bringing down the government of Chancellor Helmut 
Schmidt, a plan to which U .S .  Secretary of State Alex­
ander Haig and Henry A. Kissinger have been accompl­
ices-contrary to policies of the Reagan White House. 

As stated by Harold van B. Cleveland and others, the 
first part of  the plan has been to raise interest rates in the 
United States up to the point that the Schmidt govern­
ment falls .  According to his own statements, Arthur 
Burns, as wel l  as Treasury official Beryl Sprinkel, were 
accomplices in this part of the plot involving Federal 
Reserve Chairman Paul A. Volcker. 

All  that is proven by transcripts of volunteered state­
ments by Cleveland,  Burns, and others in our possession . 

The second major feature of the plan was a plot to 
maneuver Chancellor Schmidt into a confrontation with 
President Reagan over the issue of the Nachrustungsbe­
schluss [the 1 979 NATO decision to install medium-range 
missiles on West German soil-ed . ] .  This was to be done 
with the help of the "left wing" of the SPD, and through 
a massive deployment of the Socialist I nternational, 
major church forces , and the Bertrand Russell networks, 
all under the visible, central ,  international  coordination 
of the British Archbishop of Canterbury, the amateur 
pig-breeder, Robert Runcie. 

In  1 979, we warned extensively that the proposal to 
upgrade nuclear missi les deployment within a two- to 
three-minute range of Soviet targets was a qualitative 
increase in the danger of intercontinental nuclear war, 
without any compensating strategic advantage. We did 
not observe any endorsement of our statements by Willy 
Brandt and his friends then . 

During 1 977, we joined with M ajor General George 
Keegan in evaluating the potential for developing de­
ployable particle-beam weapons by the Soviet Union and 
U.S .A .  respectively . General Keegan and we indepen­
dently published the respective, converging conclusions 
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reached through that collaboration . I t  was our projection 
that nuclear missi les were on the verge of being made 
virtually obsolete by the 1 980s development of  beam 
weapons capable of "ki l l ing" such missiles above the 
atmosphere, in midflight . 

At that time, there was a deployment by the London 
Institute for International and Strategic Studies (IISS) in 
an effort to discredit the separate, but converging reports 
issued by us and by General Keegan. Now, 'the correct­
ness of our  statements in 1 977 is acknowledged in fact by 
leading elements of the U .S .  defense community and 
even by London I ISS .  We were never exactly hounded by 
support from Willy Brandt and his friends on this aspect 
of the missi les issue. 

Now, it might appear to some that Willy Brandt and 
his friends have come around to imitating some of our 
arguments of  the 1 977- 1 979 period-but, naturally, 
without giving us any credit on this account. I t  might be 
assumed, as is the case in fact, that any coincidence 
between our views and those of  Herr Brandt' s friends is 
only apparent .  As Herr Brandt knows, and as we know, 
between Brandt and us there is no agreement on the 
phi losophical ,  methodological approach to any known 
issue, the Nachrustungsbeschluss included. 

We insist that for the present year, 1 98 1 ,  the question 
of whether the Federal RepUblic does or does not proceed 
with the preparationsfor deploying missiles in 1 983 has no 
great importance one way or the other, at least not 
relative to the urgent issue of maintaining collaboration 
between Schmidt and Reagan. In brief, the issue of 
medium-range nuclear missiles in Central Europe is a 
matter for President Reagan and Chancellor Schmidt to 
negotiate jointly with President Leonid Brezhnev; it must 
not become an issue between the President and the 
chancel lor. 

We develop our point in three successive phases . 
First, we address the matter of  British hypocrisy in the 
matter of NATO policy .  Second,  we state our policy for 
defense-related negotiations with M oscow. Third, we 
state our view of the reasons Chancellor Schmidt must 
remain chancellor for at least two more years, at al l  costs, 
and indicate the reasons a "Grand Coalition" fallback 
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option must be immediately developed to ensure that. 
The policy conduited through the Carter administra­

t ion,  for upgrading n uclear and  other defenses o f  
NATO, was a piece of folly-only one o f  many idiocies 
which Europe and President Reagan have inherited 
from the Tri lateral Commission of puppet Carter. 

The immediate issue attached to the Nachrustungs­
beschluss is not the arms policy as such, but the utter 
hypocrisy of Britain in singling out the Federal Repub­
lie as the only European state being pressured to bear 
the entire burden of the Europeans' increased mi litary 
spending. 

That this was and is utter hyprocrisy was exposed, 
with help from U .S .  Defense Secretary Caspar Weinber­
ger, on May 1 8- 1 9 .  The same Prime Minister Thatcher 
who has been prodding Washington to exert pressure 
on Bonn this  same week moved to cut the Bri t i sh 
military budget savagely, cutting the European NATO 
naval component by half, and virtually eliminating the 
British Rhine Army, among other things. 

Has the insolence of the British no l imits? 
Thatcher demanded that France and the Federal 

Republic provide massive economic subsidies to Britain .  
On  what basis? That the British economy had collapsed, 
because of the Thatcher government 's  adoption of the 
monetarist policies of  Professor Milton Friedman and 
Friedrich von Hayek.  Then, the same insolent British 
creatures propose to destroy the economies of France 
and the Federal Republic, by the same high interest-rate 
policies which obliged the British to demand welfare 
subsidies from those nations .  

There are, o f  course,  i deo logical  fan atics i n  the 
Federal Republic and elsewhere, who insist that  Mrs .  
Thatcher's "experiment" is a "success ."  Such persons 
would no doubt admire the incendiarist Nero as a "real 
estate developer." One such curious gentleman has 
recently said that Mrs. Thatcher' s problems are entirely 
the work of her predecessor James Cal laghan.  Has M rs.  
Thatcher increased or decreased the level of industrial 
output and productive employment from that under 
Callaghan? The extremes to which the fanatical admi­
rers of the Fabian Society's Friedrich von Hayek wil l  
go are beyond the l imits of  what most of us consider 
sanity .  

These same British have demanded that Washington 
pressure the Federal Republic into increasing its mili­
tary expenditures , while the same British, operating 
through Paul  Volcker, Arthur Burns, and others, de­
mand with equal zeal that Volcker' s interest rates be 
raised and protracted, to destroy the economic basis 
through which the Federal Republic might pay for such 
mi litary expenditures . The same Br i t i sh ,  th i s  t ime 
through the  personage of the  Archbishop of Canter­
bury, coordinate with the Socialist I nternational, the 
Soviet KGB, and the Bertrand Russell networks, to 
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destabi lize the governments of Schmidt and Reagan on 
the issue of armaments expenditures ! 

Why single out the Federal Republic for pressure on 
the arms matter? What of Britain itself, or the Low 
Countries, or Denmark, or I taly? The conditions, polit­
ical and economic, in Belgium, the Netherlands, and 
Denmark, are presently unspeakable. Italy, whose mili­
tary forces were never rated as "acceptable" at Brussels 
NATO headquarters, is  on the verge of  ceasing to be a 
n at io n ,  largely because of  the terro rism which the 
I ta l ian  press repeatedly traces to the ci rcles of  the 
Social ist I nternational 's Bettino Craxi .  

Unti l  May 1 0, France' s mi litary capabilities were 
being increased significantly. That has ended . Not only 
will  M itterrand destroy the franc and the nuclear-energy 
industry . Close associates of Mitterrand indicate that he 
wi l l  also seek to weaken the force de frappe. This change 
was not only the subject of an orgy of euphoria in 
London, but British networks contributed substantially 
to causing the change.  

As for the drug addiction-riddled i l l iterates of U .S .  
forces in  Europe, the less said the more pleasant Wash­
ington-Bonn discussions will be. 

These are simple, incontestable truths, yet, if Chan­
cellor Schmidt were to be heard repeating any of them 
he would undoubtedly be accused again of insufferable 
arrogance by various of his personal critics . 

There is a very powerful stink of  hypocrisy behind 
the effort to bring Reagan and Schmidt into collision. 

I f  any person were both sincere and intelligent in 
proposing to strengthen Western military capabil ities, 
that person or agency would first insist on lowering 
interest rates . To collapse the civilian economy is  to 
destroy the logistical basis, as well as the tax-revenue 
basis, on which supplying modern military capabilities 
depends .  This  i s  especia l ly  the case for the Un ited 
States . During two preceding world wars of this centu­
ry, the U .S .  government mobilized the nation's  civilian 
economy for a scale of production of mil itary and other 
goods which astonished the world. In  both cases , this 
was done by abandoning British "free-trade" doctrines 
in cred i t ,  bank ing ,  and  taxation ,  and adapting the 
dirigist methods of A lexander Hamilton's  and Friedrich 
List's American System to channel credit at low borrow­
ing costs into basic industry and agriculture .  The British 
did somewhat the same in  preparation for World War I .  

W e  are not proposing here that such measures be 
adopted now for mil itary purposes. We merely report 
that that is the only proven method for effecting suc­
cessfu l  recovery of a depressed industr ia l -capital ist  
economy, whether for rearmament, or simply to effect 
civil ian economic recovery . We merely report that the 
U nited States and Britain have successfully reverted to 
such Hamiltonian pol icies of French mercantilism and 
German kameralism whenever they mobi lized for one 
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of the earlier wars of this century. 
We are pointing out that any chatter about refur­

b i sh ing the Western m i l i tary capabi l i t ies are e i ther 
simply folly or sheer hypocrisy, if they emanate from 
any government which tolerates the policies of  Paul A .  
Volcker and the Mont Pelerin  Society . 

The road to peace 
Any person, including Leonid Brezhnev, who pro­

poses that either "arms l imitation treaties" or "peace 
movements" deter war obviously knows nothing from 
the history of this present century. The two decades 
separating the previous world wars of this century were 
dominated by arms-limitation treaties and simi lar mat­
ters . The "peace movements" of the 1 930s grew ever 
strong right up to the outbreak ofworld war. 

To the "disarmers" and "peaceniks," we say, one 
does not cure a person of malaria  by immersing him in 
liquid n itrogen . 

The most important action toward peace during the 
past decade was the May 1 978  meeting between Chan­
cellor Schmidt and Leonid Brezhnev. If there can be 
East-West agreement not only on East-West economic 
cooperation, but also on joint  cooperation i n  contrib­
uting advanced industrial and agricultural technologies 
to developing nations, that economic cooperation pro­
vides the basis for political cooperation .  That inter­
linked East-West, North-South economic and polit ical 
cooperation provides the basis for avoiding general 
war. Once that basis is established, and only when that 
basis is established, negotiated disarmament becomes 
meaningful over the longer term . Otherwise, the only 
practical function of arms-limitation discussions is  to 
foster channels of discussion.  as mere gestures of good 
faith supplied to further discussion of the more funda­
mental issues of economic and poli tical cooperation .  

The danger of emplacing improved nuclear missi les 
in the Federal Republic during the 1 982-83 period is the 
fact that given the accelerating deterioration of the 
international economic situation,  and correlated desta­
bi l izations of the developing regions,  i t  is probable that 
the situation would arise in which such weapons migh t 
be launched. To restate this critical point :  the placing of 
the missiles is not the proper issue iri and of itself. The 
issue is the placing of such missiles under present and 
foreseeable global condit ions in which the Soviet lead­
ership anticipates those missi les' being launched . 

The underlying causative danger to peace is princi­
pally economic. This economic danger is promoted by 
factional forces on each side of the East-West divide. 
On the Western side, there are the neo- Malthusian one­
worlders, typified by the C lub of Rome and its progen­
ocide cothinkers . such as the proponents of Carter 's  
Global 2000 scheme for genocide, who are using thei r 
influence over parties and central · banking to bring 
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about a coIlapse of  Western civilization into a "utopia" 
of "postindustrial society ."  The same neo-Malthusian 
views are held i n  a Soviet version by the forces centered 
around the Soviet Commun i st foreign-pol icy th ink  
tank,  I M EMO, and  allied elements o f  the Soviet KGB.  

Although the C lub  of Rome types pri ncipaIly seek 
the destruction of the Soviet Union,  and the I M EMO 
types seek the destruct ion  o f  Western powers ,  the 
Western and Eastern neo-M althusians are at present 
wittingly al l ied with one another against their common 
adversaries of East and West .  The neo-Comintern forces 
led by Mikhail  Suslov and Boris Ponomarev, the back­
ers o f  I MEMO, seek to crush their Soviet factional 
opponents, the Soviet nationalists  whose base of power 
is the high-technology-oriented forces of the Soviet state 
apparatus, led by President Brezhnev. In this,  Suslov 
and Ponomarev enj oy active support from the networks 
of the London Tavistock I nstitute and leading elements 
of the Social ist I nternational and Communist China. 
The neo-Malthusians of  the West,  in turn, obtain assist­
ance from the forces led by Suslov and Ponomarev 
against the pro technology forces of the West, as we saw 
in  the recent French elections ,  and in the efforts  to bring 
down Schmidt in  the Federal Republic .  

I t  i s  a fact that,  in  respect to opposit ion to the 
policies of President Ronald Reagan ,  Alexander Haig 
and the Trilateral Henry A. K issinger are effectively 
allied with Suslov and Ponomarev. This is i l lustrated by 
the case of I taly, in which the principal external support 
for making the Socialist In ternational 's "new Mussoli­
ni," "II Capo" Bettino Craxi ,  the next prime min ister, 
comes jointly from Libya's Colonel Qaddafi ,  the Soviet 
KGB,  and Alexander Haig.  

Anyone who denies this i s  either simply ignorant of 
the relevant facts, o r  i f  informed i s  a l iar. 

The special present difficulty i s  that President Rea­
gan is st i l l  in the process of cleaning out of the U .S .  
government various  nests of  snakes left over from the 
previous administratio'ns of Presidents Johnson and 
Carter, as weI l as  two successive Kissinger administra­
tions .  In addition to the snakes President Reagan has 
inherited, there are snakes he was obliged to appoint  as 
part of the agreements under which he was permitted to 
be elected President-such as the backers of  H aig . 

This is complicated by the fact that the new Presi­
dent-when not occupied with convalescing from at­
tempted assass inations-must reconsider, in light of  his 
experience in  power, some of the economic and mone­
tary policies he brought into the government.  

We in the Federal Republic must afford the new 
President as much latitude as possible to deal with these 
two categories of problems.  Concretely, we m ust pro­
vide Chancel lor Schmidt with the latitude to act as our 
representative to that purpose. Provided no irreversib le 
disaster occurs during 1 98 1 ,  such as a world monetary 
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col lapse ca used by Volcker 's  po l ic ies ,  we can look  
forward to  changing reversible errors of 1 98 1  decisions 
during 1 982 .  That, in a short statement, is the essential 
point of that branch of statecraft called "crisis manage­
ment," a skil l  in which the chancellor's performance to 
date is relatively outstanding.  On this point ,  Chancellor 
Schmidt is  i rreplaceable at this moment. 

As the chancellor understands, as wel l  as any other 
leading statesman in  the world today, and far better 
than most, the key to solving every problem is  the 
economy. We must end the reign of "Jacobin Terror" 
called monetarism, and reorganize the debts of devel­
oping nations and i nstitutions of world monetary order, 
to make possible a large flow of high-technology capital 
goods of agricultural and industrial development to 
developing nations .  

On that basis ,  and only on that basis ,  peace can be 
achieved-on condition that Brezhnev, not  Ponomarev, 
determines Soviet policy. Anyone in the Federal Repub­
lic who remembers Brezhnev's television address of M ay 
1 978 has some understanding of that point .  

Any "peacenik" who opposes n uclear-energy devel­
opment and h igh-techno logy exports  to  developing 
nations is working for World War I I I ,  whether or not  
that peacenik knows the inevitable consequences of his 
own stupid actions .  Guns do not cause wars;  crises 
caused largely by a mixture of ideological lunacy and 
economic instabil ity do.  Peace movements do not hinder 
wars; they merely distract attention away from the 
practical measures by which wars are prevented. 

Schmidt for at least 
two more years 

Every leading COVer [member of the Christian 
Oemocratic Vnion-ed . ]  knows that Schmidt i s  the only 
available individual with the recognized capabil ity to 
lead the Federal Republic through the present period of 
crisis .  Many leading C OVers say, "The problem with 
Schmidt is the left wing of his own party ."  We agree 
with the COVers on that point, and most emphatically . 

We are not exaggerating the importance of "one 
man ." Few realize how badly the interests of the Federal 
Republic-and prospects for world peace-were inj ured 
by the loss of the murdered Jilrgen Ponto.  The right 
person in  the right position at the right time is  a point 
demonstrated repeatedly throughout history. 

Considering the personal authority the chancellor 
has with the mass-based institutions, beginning with the 
trade unions and industries, and considering the impor­
tance of maintaining the continuity of  a government 
under his skilled leadership, to lose Chancellor Schmidt 
during the two years ahead of us spel ls  disaster · for the 
Federal Republic. Leading C OVers and others ought 
to know exactly what we mean by that . 

If one considers the forces which can be rall ied 

EIR June 23 , 1 9 8 1 

around the OGB and the employers' associations, 80 
percent, approximately, of the electorate is represented . 
The problem , for the contingency that the SPO left 
wing either attempts to bring down Schmidt or that it  
becomes absolutely intolerable as a factor in  govern­
ment, is  to establish some sort of "Grand Coalition ."  
Such a coalition would represent the  main  forces of 
both the OGB and employers, as wel l as others, through 
the combinat ion  of the conservative SPOers (the 
Kanalarbeiter) and the moderates of the protechnology 
forces of the COV,  the moderate C OVers historically 
and presently continuing the tradition of the de Gaul le­
Adenauer cooperation . 

The problem is that none of the principal parties of  
the Federal RepUblic actual ly functions .  Schmidt is an 
excellent chancellor despite the SPD . A minority in  each 
of the principal parties uses its margin of minority 
strength to veto the policies of the parties as wholes, 
and to impose i ncreasingly a virtual dictatorship of 
minority personalities and policies upon those parties. 
The divisions among the parties no longer correspond 
efficiently to the divisions within the electorate . The 
Federal Republic today would be better governed if no 
party existed, than through the present parties, with 
their present alignments and the role of sabotage within 
each . 

Since the egoism of party is too strong to make the 
most obvious solution practicable at this time, we must 
seek a solution in the form of some approximation 
which does not demand that the parties yield their 
institutional tradit ions.  A "Grand Coalition" across 
party l ines, which , in  effect, assembles the democratic 
republicans  of the electorate as an overwhelming major­
ity against the extremist minorities, is the only visible 
solution for any imminent cris is .  

A Schmidt "grand coalition" government utilizing 
the best from the SPO, FOP, and Vnion , without any 
of the neo-M althusian or other extremists, i s  the only 
practicable solution during the period of the next two 
years. That solution must be prepared, and set into 
operation whenever crisis demands it. 

One hopes that there are enough leading COVers 
capable of rising above the petty , egoistical ambition of 
some emotionally immature figures, to recognize the 
need to act in  the national interest first. 

Let us agree that any effort to mount  a Nach­
rustungsbeschluss debate between Reagan and Bonn will 
be crushed by the majority of  al l  parties acting together 
on this point .  Let it be agreed that President Reagan 
a n d  C h ance l l o r  S c h m i d t  w i l l  nego t i a te m i l i t a ry 
strengths i n  Central  Europe j oint ly  with President 
Brezhnev. 

Let us frustrate the efforts of  the Socialist In terna­
tional left and the Archbishop of Canterbury to bring 
down both Reagan and Schmidt .  
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MiddleEastReport by Robert Dreyfuss 

Begin's re-election bid : an outrage 

It 's unlikely that the Labour Party will muster itself to defeat 
the self-righteous maniac in the prime ministry. 

In an extraordinary show of  thea­
trics, I sraeli Prime M inister Mena­
chem Begin smugly j ustified 
Israel ' s  air raid on Iraq' s nuclear 
reactor this  week as "a morally su­
preme act of self-defense." 

Begin 's  al lusion to moral i ty i s  a 
theme he has repeatedly uti l ized in  
h i s  b id  for victory in  the  June 30 
elections .  He has  flaunted his com­
mitment to halting Arab terrorism 
by conducting even more deadly 
terrorist assaults against the nation 
of Lebanon and now Iraq, with no 
regard for the national sovereignty 
of these Arab nations .  

This ,  plus Begin ' s  grievous con­
demnations of other governments 
as anti-Semitic and disregard for 
al l  diplomatic conventions, under­
scores Begin 's  morally corrupting 
influence on Israe l .  He has more­
over undercut I srael ' s  standing 
abroad and degraded international 
statecraft .  

The morally corrupting influ­
ence of Begin is perhaps most 
poignantly shown in the dramatic 
comeback he has made over the last 
three months in  overtaking his op­
ponent for the premiership, Labour 
Party chief Shimon Peres . Each 
time Begin has ordered a raid 
against Lebanon his ratings in the 
pol ls have increased . 

There are indications that Begin 
may have received some support 
from certain factions with in the 
Reagan administration .  Begin's  in­
crease in popularity in Israeli pre­
electoral pol ls and Peres's decl ine 
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overlapped with the arrival of  Sec­
retary of State Alexander Haig to 
Israel i n  early Apri l .  As EIR report­
ed, Haig gave a private go-ahead to 
Begin to renew Israeli attacks on 
Lebanon . 

One week earlier National Se­
curity Adviser Richard Allen, an 
outspoken supporter of I s rael, set a 
precedent as the first American 
government official to publicly ad­
vocate I sraeli attacks on Lebanon 
as "hot  pursuit" of terrorists . 

Less than a week atter Haig's 
departure, I srael commenced a new 
and bloody series of attacks; and 
Begin ,  desperate to overtake Peres 
in the polls ,  began a demagogic 
campaign to whip up national fer­
ment against the Palestinians and 
Syrians in Lebanon . Begin pledged 
ful l  mi li tary support for Israel ' s  a l ­
lies, the Lebanese Maronites, who 
have been battl ing Syrian forces in 
Lebanon.  

At that  t ime,  EI R revealed that 
Haig and Allen were suspected of 
working out a dirty deal between 
Syria and Israel to run a control led 
conflict in Lebanon leading to that 
country's partition .  Syrian Presi­
dent Assad was suspected of engag­
ing in such an arrangement, l ike 
Begin, to strengthen his  power at 
home. 

By late Apri l ,  Syria and Israel 
were locked into a crisis which teet­
ered on the edge of war fo l lowing 
Israel ' s  downing o f  a Syrian heli­
copter over Eastern Lebanon and 
Syria's deployment of antiaircraft 

missiles into Lebanon .  
Arab  sources report that in  fact 

the presence of Syrian missiles in 
Lebanon did not jeopardize Israeli 
security si nce Israel i fighters co uld 
neutral ize them . Nonetheless, Be­
gin took the opportun ity to intensi­
fy his  demagogy by threatening war 
and continuing l imited Israeli air 
raids into Lebanon .  Curiously  the 
raids sk i l l fu l ly avoided Syrian 
troop posit ions.  Meanwhile Begin 's  
pol l  ratings conti nued to c l imb,  
overtaking Peres .  

Begin opened up a new flank in 
his Ill aniacal re-election bid in  early 
May .  During a parliamentary 
speech, he lambasted West German 
Chancellor Helmut Schmidt as 
being a Nazi . Begin ' s  attack was 
stimulated by his resentment of 
West Germany's strong economic 
ties with developing Arab states. 

Throughout the election cam­
paign the prime min ister has j usti­
fied his aggressive mil itarY ,P0sture 
as aimed at preventing another 
Holocaust. Fol lowing the Iraqi 
raid, Begin delivered a melodra­
matic col loquy, shrieking the de­
struction of the reactor had deliv­
ered Israel from nuclear extermina­
tion by Iraq-despite recognition 
in intel l igence circles that Iraq is  
incapable of maki ng a bomb .  

M uch of  Begin's  rhetoric has 
been aimed at stirring up his sup­
porters, the maj ority of whom are 
oriental Jews-the least-educated 
strata of Israeli society who swung 
the election for him in 1 97 7 .  How­
ever, neither Peres himself  nor Is­
rael 's  middle class had vo iced any 
strong opposition over recent 
weeks.  Fol lowing the Iraqi raid, 
Peres final ly issued an attack on 
Begin for using the attack for elec­
tion purposes . This may have come 
too late to turn the tide. 
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DatelineMexico by Josefina Menendez 

Behind the Diaz Serrano ouster 

Politics, more than economics, caused thefall of the powerful 
Pemex director. 

As I told you in my M ay 26 col­
umn, Pemex director Jorge Diaz 
Serrano's star has been on the 
wane. On June 7 ,  in  an announce­
ment that shook political and eco­
nomic circles ins ide the country and 
far beyond, the powerful oil boss 
resigned, 24 hours before President 
Lopez Porti llo left for Washington 
to meet with Ronald Reagan.  

In  his  resignation message, 
Diaz Serrano stated that his deci­
sion a few days earlier to cut crude 
oi l  prices by $4 per barrel failed to 
get the unanimous support of the 
economic cabinet. In order "not to 
be a source of discord,"  Diaz Ser­
rano explained, he would resign the 
post he had held for almost five 
years. 

Few politically knowledgeable 
people here believe this was the full 
story . During virtually the entirety 
of his tenure as head of Pemex, Diaz 
Serrano has come under strong fire 
from one quarter or another. 

For a while i t  was leftist critics; 
then clashes with Industry Minister 
De Oteyza; cabinet policy clashes 
over whether to increase oil output; 
and heavy environmentalist fire . 

Yet as striking as the density of  
attacks has  been the  firmness of  
Lopez Porti l lo's defense of h i s  old 
friend throughout.  I f  a question of 
oil pricing were solely involved, 
Diaz Serrano then would not have 
fallen . 

The "extra dimension" on  
everyone's m ind  is  the current pres­
idential succession fight . Diaz Ser-
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rano was on everyone's l i st as a 
possible ·candidate. He's now un­
equivocally out of the running.  

As I reported in  the May 26 
column ,  Diaz Serrano was aggres­
sively moving to set up political 
combinations  with other political 
forces that he thought could give 
him the muscle to take the top prize. 

Probably the most significant 
such al liance caught i ns iders' atten­
tion when it was learned that Dfaz 
Serrano was involved with a hack 
journalist who had scribbled a book 
insulting the president and his  fam­
i ly .  The journalist was an in timate 
friend of the ambitious mayor of 
Mexico City ,  Carlos Hank Gon­
zalez. 

By unblink ingly removing Dfaz 
Serrano-despite close ties of 
friendship-Lopez Porti l lo  showed 
that he was in  total command as he 
left for Washington, and that he is 
not going to permit any combina­
tions to come together that may 
overrule or seriously compromise 
his own abi lity to steer the succes­
s ion toward the candidate he be­
lieves is best for the country. Hi s  
resolution was  surely strengthened 
by the link to his prime political 
adversary, Hank Gonzalez .  

The immediate appointment of 
Jul io Rodolfo M octezuma Cid as 
Diaz Serrano' s  successor bears out 
this  view . M octezuma, l ike Dlaz 
Serrano,  is a longtime close associ­
ate of the president ,  serving first as 
his 1 975  campaign platform direc­
tor, then as his finance minister, 

and, for the past three years, as 
chief of the Specia l  Development 
Projects Office of  the presidency .  
Note, however , that  coming into 
Pemex at th is  late point .  he wi l l  not 
be able to wield that giant monopo­
ly as an independent power base 
during the next crucial "home­
stretch" of political infighting . 

The energy policy question ,  of 
course, cannot be dismissed as a 
contri butory factor in the sudden 
shuffle.  R umors persist that Diaz 
Serrano was not keeping other offi­
cials duly in formed about Pemex 
action in various areas of sensitive 
foreign negotiations .  And the issue 
of how to respond to the world oil 
glut i s  a real and d ifficult one. The 
$4 per barrel price cut was decreed 
by Dlaz Serrano for a 30-day period 
after Mexico was b lunt ly informed 
by n umerous oi l  importers that 
Mexican offers would go begging 
without a price cut.  I t  is not known 
what action M octezuma Cid wil l  
take when the 30 days run out to 
redefine third-quarter contracts .  

The oi l  price problem in  fact 
touches the crucial questions of the 
entire presidential succession fight: 

Will Mexico continue with its 
plans for high growth rates? 

If so, how will Mexico finance 
rapid development? Wil l  Mexico 
keep prices up, increase export vol­
umes, or increase its i ndebtedness? 

The shake-up in Pemex only un­
derscores these questions .  

EIR has prepared a detailed 
analysis of the Diaz Serrano ouster, 
the implications for the presidential 
race, and the consequences for oil 
policy. This 20-page EIR Special 
Report is available now at $200.00 
per copy. Call Peter Ennis at (212)  
24 7-8820 or send orders to 304 West 
58th Street, New York , N. Y. 1001 9. 
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International Intelligence 

IMF runs the 
Ugandan economy 

As part of an I M F  packet to stabi lize the 
depleted economy, the Ugandan govern­
ment has allowed the shil l ing to float. 

The currency began its float down­
wards on  June 2 and is expected to s ink a 
ful l  90 percent. Since the destruction of 
the productive capacity of  the country by 
dictator Idi Amin,  the economy has re­
lied on black-market goods and drugs. 
Food is scarce in  the urban areas, and 
consumer goods are nonexistent .  The 
I M F's program specifies that the only 
way to end the b lack market is to let the 
shil l ing float. This will  cheapen exports 
without improving the Ugandan living 
standards. 

The Karamoja area of northeast 
Uganda has not yet emerged from the 
famine that k illed 50,000 last year. 

An Oxfam worker has claimed that 
the crops produced in the area will not be 
sufficient for their needs in the coming 
months and that serious famine wil l  re­
turn by the end of this year.  International 
relief agencies are being asked to contin­
ue their relief efforts beyond the August 
deadline. 

While most regions have received 
good rainfal l ,  it  wi l l  not be enough to 
ensure good crop growth . Delays in seed 
distribution coupled with the fact that 
most of the people are pastoralists not 
farmers and therefore are not accus­
tomed to agricultural production,  add to 
the predictable food shortages . 

Mexican paper proposes 
nuclear-lor-oil deals 

Mexican poli tical and media circles have 
given a resounding welcome to the agree­
ments reached this week by President 
Reagan and President Lopez Porti l lo .  
The determination shown by both presi­
dents to improve relations between the 
two countries, and the outstanding suc-
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cess of the summit ,  have m ade it hard for 
the vociferous M exican left to b ui ld a 
case against Reagan . Leftist papers l ike 
Uno mas Uno have impotently resorted 
to warnings against some astute trick by 
Reagan to get Mexico i nvolved in "im­
perialist" designs in the Caribbean-Cen­
tral A merican basin .  

One  k ind  of  reaction is  exemplified 
by the widely read "Candelero" column 
in the Mexico City dai ly Ovaciones which 
on June 1 0  proposed that the two govern­
ments follow up the summit " by increas­
ing transfers of technology, especially in  
the  nuclear field, in order to promote our  
development through nuclear plants . In  
exchange we could s upply more  oi l  and 
natural gas ."  The  column then suggests 
that President Lopez Portil lo may have 
brought this issue up for discussion with 
Reagan . 

The labor m ovement has also come 
out in support of  Lopez Port i l lo 's  hand­
l ing of the Camp David summit .  I n  a 
meeting attended by the president him­
sel f yesterday, Fidel  Velazquez, head of 
the powerful CTM labor confederation, 
said that "a new era of relations with the 
U nited States has been opened . . .  the 
Reagan administration definitely does 
not carry a Big Stick ."  

Palme Commission 
managing Mideast crisis ? 

The Independent Commission on Disar­
m ament and Security Issues, headed by 
former Swedish Prime Minister Olof 
Palme,  meets the weekend of  June 1 3  in  
Moscow, with the I sraeli ra id on  the I raqi 
nuclear facility high on its agenda.  

The commission ,  formed last fal l ,  
uses the disarmament issue as a cover for 
managing pol itical destabi lizations and 
serves as a crisis-management channel 
between Socialist I nternational net­
works, former Secretary of State Cyrus 
Vance, and Soviet KGB-linked networks 
around Georgii Arbatov and Gen . M ik­
hail Milshtein .  

According to a source close to com-

mission executive Leslie Gelb, New York 
Times correspondent and Vance side­
kick , the meeting, which was originally 
scheduled for Paris, wi l l  discuss pros­
pects for renewal of arms control talks 
and n uclear proliferation .  I t  i s  under the 
latter rubric that the I sraeli raid wil l  be 
d iscussed. 

A mong those attending the meeting 
will be Palme, Vance, former British For­
eign Secretary David Owen, Arbatov, 
Mi lshtein ,  and Willy Brandt ally Egon 
Bahr. Brandt h imself  arrived in Moscow 
June 1 3 .  

Three m onths ago , Gelb, reported on 
commission discussions that  the most se­
rious flashpoint would be the M ideast, i n  
a crisis evolving o u t  of I sraeli despera­
tion.  Gelb reportedly told a coworker at 
the Times that "the meeting could not 
come at a better time . . .  everybody wil l  
want to exchange views on how to  keep i t  
(the crisis) under contro l ."  

P-2 ties into the 
'French Connection ' 

The same P-2 M asonic lodge at the center 
of the scandal which brought down Ita­
ly's government two weeks ago also co­
ordinates the "French con nection" that 
sm uggled heroin into the United States . 
By tracing the activities of P-2 members 
in Latin America, EIR pinpointed a ma­
j or drug-trading network. 

Uruguay is  the refuge taken by Licio 
Gelli, the grand master of the P-2 lodge, 
who is wanted by the I talian police. Gelli 
recently arrived in Uruguay from Eu­
rope, the daily EI Dia reported June 4. 
His  m ultifarious financial and real estate 
operations now occupy most of an office 
building in downtown Montevideo, EI 
Dia notes . 

During the early 1 970s, U . S .  drug 
en forcement officers noticed that, 
though Uruguay was kept meticulously 
clean of drug traffic, it  served as the 
safehouse where most of  the business 
deals and financing for narcotics flows in 
South America were arranged . U ruguay 

EIR J une 23, 1 98 1  



was the banking center for the " French 
connection" which channeled heroin into 
the United States from 1 966 until the 
CIA broke up the American end of the 
operation in the early 1 970s .  Turkish op­
ium was refined into prime No. 4 grade 
white powder heroin by Corsican mafiosi 
in the French port of  Marsei lles under 
the protection of  the Socialist mayor, 
Gaston Defferre. The heroin was then 
transshipped through Argentina and 
Brazi l to Paraguay, and then by a variety 
of relatively unpoliced routes brought up 
into the United States. 

Gelli laundered the dope funds and 
other "flight capital" associated with the 
narcotics traffic. He set up the Banco 
Financiero Sudamericano in  Montevid­
eo in partnership with two other key 
bankers of the P-2 lodge, Humberto Or­
tolani and Roberto Calvi. Ortolani had 
the foresight to make himself ambassa­
dor of the Order of  the Knights of Malta 
to  Uruguay, which gives him diplomatic 
immunity and control of  the Uruguayan 
coastal estate which enjoys extraterrito­
riality as the order's "embassy. "  This 
beach resort is  reportedly now Gelli's 
refuge. 

Islamic extremists 
in the ascendancy 
The ongoing power struggle between 
Iranian President Abolhassan Bani-Sadr 
and the fundamentalist mullahs loyal to 
Ayatollah Khomeini peaked last week 
with the dismissal of Bani-Sadr as com­
mander in chief of Iran's armed forces. 

The removal of Bani-Sadr from his 
post as chief of the army and his expected 
imminent ouster from the office of the 
presidency mark a victory for the extreme 
Dark Ages faction around Khomeini 
who consider Bani-Sadr's l iberal brand 
of Islamic revivalism too soft. The dis­
missal also signals a decision by Kho­
meini's Anglo-American stringpullers to 
throw their weight behind the spread of 
Islamic extremism throughout the re­
gion .  
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According to i ntelligence sources, the 
pro-Khomeini clergy, with Bani-Sadr 
out of  the picture, are expected to launch 
a major military operation against Iraq 
over the coming weeks, escalating joint 
Israel-Iran coordination to create the 
conditions for toppling Saddam H ussein 
from power in Iraq. 

The removal of Bani-Sadr follows a 
series of setbacks for his faction, includ­
i ng the forced resignation of his ally Ali 
Reza Nobari, the central bank governor, 
and a parliamentary decision pushed 
through by the mul lahs to restrict his 
right as president to veto legislation .  So 
stripped of  h is powers, Bani-Sadr i s  now 
expected to resign-or be ousted-from 
the presidency within a matter of days. 

Another blow to Bani-Sadr-and to 
his abilities to fight back-was the forced 
closure of the Office for Coordination o f  
the People's Cooperation with the Presi­
dent. The o ffice had been organizing 
support for Bani-Sadr throughout the 
country . The U .S .  advocates of restored 
ties with Iran have problems ahead . 

Poland fails 
to pay its debts 
The Polish central bank did n ot meet the 
J une \0 payment deadline on a $30 mil­
lion five-year note. The missed payment, 
which will only be declared a default after 
a period of  several weeks, shocked more 
people than those at the banks involved, 
which included A mex Bank Ltd . ,  Manu­
facturers Hanover Ltd . ,  Credit Lyonnais,  
Societe Generale, Banque Arabe & Inter­
nationale d'Investissement, Kredietbank 
S .A .  Luxembourgeoise and the H ungar­
ian National Bank.  

The Bank Handlowy note would have 
been covered had Poland's commercial 
creditors fol lowed the rescheduling 
agreement achieved for Polish state debt 
earlier this'year on  French in itiative when 
the Giscard government was still in  pow­
er. But at a May 20 meeting, several 
commercial  banks raised objections to 
the pl!!n, stalemating the talks and leav­
ing banks open to default as the loans 
come due. 

Briefly 
• HANS-JORGEN Wischnew­
ski,  foreign policy aid to German 
Chancel lor Schmidt, has b lasted 
Israeli Prime Minister Menachem 
Begin for the bombing of Iraq's 
Osirak n uclear facil ity . Calling the 
action a "crass vio lation of inter­
national law," Wischnewski also 
cited the bombing as a threat to the 
security of the United States. The 
remarks were made June I I  in a 
speech before the Saarland region­
al Social Democratic Party, and 
were issued alongside a series of 
hard-hitting criticisms of Israeli 
policy in  the German press and 
from leading political figures since 
the bombing raid .  

• HERBERT WEHNER, vice­
chairman of West Germany's So­
cial Democratic Party , has virtual­
ly endorsed Israeli Prime Minister 
Menachem Begin's attacks on  
Schmidt as  a Nazi, according to 
Der Spiegel magazine. I n  the pres­
ence of I sraeli ambassador Yo han­
an Meroz, Wehner called Schmidt 
"an arrogant officer who wore that 
uniform which I never wore." 
Schmidt served i n  the German 
army duri ng World War II, where­
as Wehner was a high official in 
the Comintern. 

• EDOUARD SAOUMA, Direc­
tor General of the U .N .  Food and 
Agriculture Organization,  claims 
that now that China i s  a major 
contester for the l imited amounts 
of international food supplies, 
there will not be enough for the 
other Third World countries .  At 
an international meeting in Japan 
on world food problems, Saouma 
added that i f  China continues its 
present pattern of imports, "it 
would greatly affect the world's 
food supply." 

• PIERRE TRUDEAU has run 
into problems in  his push to have 
marij uana decriminalized in Can­
ada. According to the M ontreal 
daily La Press, Trudeau is facing 
growing opposition from his own 
Liberal Party members . 
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The new dangers in Haig's 
tricontinental diplomacy 
by Graham Lowry 

Longtime friends and associates of President Ronald 
Reagan are expressing deep concern over Secretary of 
State Alexander H aig's visibly escalating collaboration 
with the Socialist International 's gameplan for global 
destabilization .  This week Haig announced that he and 
French Foreign Minister Claude Cheysson ,  representing 
the Socialist government of  Fran�ois Mitterrand, had 
reached complete agreement on foreign policy outlook­
despite the fact that the Mitterrand government has 
made public i ts determination to support guerril la move­
ments throughout Central America . 

'There is also little doubt that Haig has given the 
green light to Israeli Prime Minister Menachem Begin 's  
provocative actions in Lebanon and Iraq . In  protesting 
the delay of the delivery of F- 1 6s to Israel by the Reagan 
administration in response to Israel 's  raid on Iraq, the 
Israeli government excluded H aig from i ts censure, call­
ing the secretary of state "our friend ."  

This week Haig is  off to the People's Republic of  
China, where he will attempt to revive the  "China Card," 
one of the most dangerous policies fielded by the Carter 
administration .  

• 

While maintain ing the posture o f  a tough stand 
against the Soviet Union , the pattern of Haig's activity i s  
the right-hand track of a policy of destabilization in 
parallel with the leftist Socialist International . The coor­
dination is not accidental .  Longtime associates of  the 
President believe that Haig is now tel ling President Rea­
gan that the Socialist International is America's  best 
insurance against the Soviet Union . 

The claim ignores two crucial facts .  First, Soviet 
Communist Party official in charge of foreign commu-
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nist parties, Boris Ponomarev, told the West German 
Communist party late last month that it  should cooperate 
with the Socialist International ,  the best friend of the 
Soviet Union against the United States . Second, the 
leaders of the Socialist I nternational ,  including Fran�ois 
Mitterrand, gathered at a Washington, D.C .  conference 
Dec. 5-7 ,  1 980, to plan how to bring down the Reagan 
administration ,  with a I 960s' style movement of radicals, 
environmentalists, and trade unions .  

Boosting Eurosocialists 
Throughout his  tenure as secretary of state, Haig's 

promotion of the same Social ist International leadership 
has not been disguised. The tempo of his maneuvers has 
been increasing since early M ay .  As reported widely in 
the Italian press , he met secretly then in  Rome with 
Italian Socialist Party General Secretary Bettino Craxi, 
the would-be II Duce, and exerted pressure within Italy 
on behalf of  bringing a Craxi government to power. 
Later in the month, while Ronald Reagan was speaking 
at West Point, extolling the engineering and nation­
building t radition of the military academy, Haig met in 
Washington with Swedish Social ist International leader 
Olof Palme, whose international disarmament commis­
sion uses the arms race issue to restrict technological 
development and interfaces with the Socialist plan for 
international "social convulsions ."  

Las t  weekend ,  Ha ig came out  of  the  closet to  
publicly embrace the  new Socialist Foreign Minister of 
France, Claude Cheysson .  

Cheysson came to Washington to  open  o fficial 
relations between the United States and the French 
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The Secretarr o(Stale en mll t e  to a Jllne 9 meeting. 

government  of Soc i a l i s t  I n te rn a t i o n a l  l eader  Fra nco i s  

M i tterra n d ,  w h o s e  p res i de n t i a l v i ctory  l a s t  m o n t h  o ver 
G i scard was e n g i neered , a cc o rd i ng to h ig h - level  French 
sou rces, with s u bst a n t i a l  ass i st a n ce fro m  A l exander  

H a i g .  A fter h i s  meet i ng w i t h  C h ey s so n ,  H a ig repo rted 

happ i l y  t o  the p ress t h a t  " we h a d  com m o n  assess m e n t s "  

and fo recast " r i c h  a n d  rewa rd i n g a n d  c o n s t ruct ive" 

re l a t i o n s  w i t h  t h e  M i t t e r r a n d  g o v e r n m e n t .  F r e n c h  
troops a r e  to be w i t h d ra w n  fro m  t h e  Centra l  A fr ican 

Rep U b l i c ,  l ea v i n g  L i by a ' s terro r i s t  d i ctato r M u a m ma r  

Qaddafi a free h a n d  to b u i l d  a " G r e a t e r  L i bya "  o u t  o f  
a r a v a g e d  n o r t h e r n  A fr i c a .  F re n c h  p o l i c y  i n  L a t i n  

A merica i s  t o  rece i ve o ffi c i a l d i rect i o n  fro m  g u e rr i l l a  

control ler  Reg i s D e b r a y ,  t he fo r m e r  p ro m o te r  o f  C h e  

G uevara . 

Cheysson a l s o  e n d o rsed t h e  l o ng - d i s c re d i ted C a m p  

D a v i d  ag ree m e n t s ,  m a k i ng c l e a r  t h a t  F r ance u n d e r  

M itterra n d  w i l l a b a n d o n  i t s  p rev i o u s  com m i tm e n t  t o  
t h e  eco n o m i c  d e ve l o p m e n t  o f  t h e  m o d e r a t e  A r a b  states .  
T h e  d a y  a ft e r H a i g  a n d  C h ey s s o n  m e t , the  I s ra e l i  
gover n m e n t  o f  M e n a c h e m  B eg i n  b o m bed t h e  French­

b u i l t  I ra q i  n u c l e a r  fac i l i t y  at  B ag h d ad on the l y i n g  
p r e t e x t  t h a t  i t  w a s m a k i n g n u c l e a r  b o m b s  fo r u se 

aga i n st I s r ae l .  T h e  Soc i a l i s t I n tern a t i o n a l  respo n ded 

with a h ue a n d cry o v e r  the  d a n ge r s  o f  n u cl e a r  p r o l i fe r­
at ion-and t ec h n o l o g i c a l d e v e l o p m e n t - i n  t h e  T h i rd 

World ,  w h i le o ffi c i a l s  fro m  H a ig ' s S t a t e  Depart m e n t  

del i vered o m i n o u s  asses s m e n t s  o f  the  t h r e at o f  n u c le a r  

weapo n s  deve l o p m e n t  b y  t h e  I ra q i s ,  dus t i ng  o ff t h e  o l d  
Carter po l i cy o n  n uc l e a r  n o n p r o l i fe ra t i o n .  

When t he R ea g a n  ad m i n i s t r a t i o n .  repo r t e d l y  o v e r  
H a ig's  o bject i o n s ,  m a de t he t o k e n  ges t u re o f  s us p en d i ng 
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del i very o f  some F- 1 6s i n  res p o n se to  I s rael ' s  atrocity,  

t h e  Pres i den t was b l asted a s  a betrayer o f  I s rael  by 

H a i g ' s  l o ngt ime crony W i l l i a m  S a ti re ,  w h o  se rved on 

the W h i t e  H ouse s t a ff with H ai g  d u r i n g  t he Watergat­
i ng of R i c h a r d  N i x o n . In his J u n e  I I  c o l u m n ,  Satire 

a l s o  reported that  H ai g  a l l y  Francois  M itterr a n d ,  w h i le 

"tut- tutt ing  p u b l ic ly ,  i s  pro fo u n dly rel ieved" that  I srael 

b l ew up the I ra q i  n uc lear s i te .  Then M i tterr a n d  an­

n o u nced J u n e  9 that  i t  i s  permanent ly  p u l l i n g  o u t  i ts  

tec h n ical  team fro m  I ra q ' s  n ucle a r  p rogra m .  

The cons istent  p attern o f  H ai g ' s  act iv i t ies i s  o n e  o f  

del iberate s a b o tage o f  t h e  a b i l i ty o f  t h e  Reag a n  a d m i n ­
i s t r a t i o n  to i n fluence wor ld  a ffa i rs t o w a r d  sta b i l i ty . 

Presi dent  R eagan ' s  m eet ings  t h i s  week with  M exico ' s  

Lopez Port i l l o  d e m o nstra ted s u c h  poten t i a l ,  as  i n dicat­

ed b y  Reagan ' s  report ing  their  " b as ic  agree m e n t  o n  the 

n eed t o  s t rengthen the eco n o m ies  of the lesser  developed 

n a t i o n s  to  b ri n g  a b o ut social  and eco n o m i c  develop­

ment o f  their  peopl e . "  A s  t h e  d i scuss i o n s  between the 
two leaders were p rocee d i n g ,  h o wever,  H a i g ' s  c h o i ce 
for A ss i s ta n t  Secre t a ry o f  State for I n ter-American 

A ffa i rs , T h o m a s  E n d e r s ,  was  r em o n st r a t i n g  to t h e  

Sen ate Foreign Relat i o n s  C o m m i ttee a b o ut t h e  "Soviet­
i za t i o n "  of the C a ri bbean a n d  s p i n n i n g  o u t  s t rategies 

fo r s tepped- up co n fro n tat io n s .  Such a p o l i c y  w o u l d  

o n l y  fu el  t h e  Soci a l i st I n ter n a t i o n a l ' s  desta b i l i zat ions  o f  

t h e  regi o n . 

Pushing for the 'China Card' 
N o w  H a i g  is  o ff to  C h i n a  with t h e  h ope of res u m i ng 

a C h i n a  C a rd p o l i cy o f  J i m m y  C a rter  a n d  Z b i g n i ew 
B rzez i n s k i .  H i s  g i ft to Pek i n g  i s  t h e  U . S .  dec is ion  to 
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relax restrictions on arms sales to the Chinese regime, 
by removing China from the National Security Coun­
cil 's "international communist conspiracy" list and 
placing it on the " friendly developing countries" list. 

U .S .  arms sales to China are not l ikely immediately, 
given the White House's reluctance to involve itself in 
the "China Card" ploy . But the Chinese are now eligible 
for sales of "dual-use technologies" such as electronics 
and other equipment with military appl ications.  

On the arms question, a senior State Department 
official says, "We are going to China with an open 
mind on this issue," but most analysts see the arms sale 
prospect as a largely symbolic gesture intended to boost 
the "American Card" faction of the Chinese leadership 
around Vice-Premier Deng Xiaoping. The real subject 
of Haig's negotiations will be the attempt to re�establish 
a U . S .  axis with Comm unist  China  in s upport o f  
Peking's campaign o f  destabi lization and genocide in 
southern Asia,  including support for returning Pol Pot's 
m u r d e r o u s  K h m e r  R o u g e  r e g i m e  to p o we r  i n  
Cambodia .  The State Department i s  pushing support 
for Pol Pot as a "strategic imperative," one consistent 
with the Global 2000 world depopulation policy pro­
mulgated by the Carter administration and supported 
by Haig. Following his China visit, Haig will take the 
Cambodian issue to the ASEAN meeting of Southeast 
Asian nations in Manila .  

S imultaneously,  U ndersecretary of State James 
Buckley, another Global 2000 backer, is off to Pakistan 
for talks on U .S .  military assistance to the Chinese­
backed dictatorship of General Zia, who supposedly 
wants arms to resist the Soviets. But while he makes 
noises about the Soviet threat in Afghanistan, Zia has 
maintained the bulk of his troops on the border with 
India ,  the region ' s  leading proponent of industr ia l  
development. 

If  Ronald Reagan permits Haig to wield the power 
and influence of the U . S .  on behalf of the Socialist 
International and the lunatic Chinese and Israeli re­
gimes, prospects for pulling the world out of i ts down-

, ward spiral  of  uncontrol led d is integrat ion  wi l l  fast 
evaporate. 

As Democratic Party leader Lyndon LaRouche told 
an audience of 1 20 representatives of the Reagan ad­
ministration,  the Congress, and diplomats from around 
the world in Washington June 10,  " Since the defeat of 
French President Giscard , there is  a growing danger 
that there will  be World War I I I  within the decade of  
the  1 980s" The  only potent ia l  force w i th  suffi cient 
power to avert war at present, LaRo uche said , is the 
Reagan administration, and therefore "anyone who is 
fooling around trying to destabilize the Reagan admin­
istration . . .  is removing the last possible option for 
averting World War I I I . "  Haig's actions have squarely 
placed him in that dangerous category . 
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NDPC Statement 

'No American patriot 
can tolerate Volcker ' 
The following is a policy statement of the National Demo­
cratic Policy Committee issued June 8 by N DPC adVisory 
board chairman Lyndon H. LaRouche. 

Fritz Leutwiler, head of the central bank of  Switzer­
land, has put himself at the head of a combination of 
forces threatening to destroy the U.S .  dollar i f  President 
Ronald Reagan should interfere with the economy­
wrecking policies of Federal Reserve Chairman Paul A .  
Volcker. Such a declaration b y  Leutwiler i s  tantamount 
to a threatened act of war against the United States, a 
new "Pearl Harbor ."  Every American patriot m ust re­
spond to that threat accordingly. 

The United States has the power to crusq such inso­
lent enemies. Every American patriot m ust prepare to 
rally behind President Reagan if  and when the President 
decides to use the power of the United States to conduct 
economic warfare in defense of our own nation against 
both its foreign adversari�s and their sympathizers within 
our shores. 

The United States can crush a large section of its 
foreign enemies merely by the single action of remonetizing 
its gold reserves. These gold reserves should be valued at 
approximately $500 an ounce or at current bullion mar­
ket value, whichever i s  h igher. H owever, the United 
States wil l  transfer gold bull ion only to nations which 
accept a gold-reserve agreement based on the same 
standards .  

The United States can override the decision of  Paul 
A. Volcker in the HongShang case [the takeover of  the 
Marine M idland Bank in the U . S .  by the Bank of Hong­
kong and Shanghai-ed . ] ,  and demandfull transparency 
of Canadian and other British Commonwealth Eurodol­
lar banks doing business with or within the United 
States . 

The United States can provide itself adequate, low­
interest credit for capital-improvement loans for industry 
and agriculture by repealing precedents analogous to the 
1 876- 1 879 Specie Resumption Act, and by issuing U.S .  
go ld  reserve-secured currency notes as participation in  
creditworthy l oans to  industry and ag�iculture by  local 
private banking institutions .  

EIR June 23 ,  1 98 1  



These three measures of mobil ization of the com­
bined (but sleeping) economic and monetary power of 
the United States would be sufficient weapons for crush­
ing al l  enemies of the United States such as Fritz Leut­
wiler . The following measures are at the disposal of the 
combined forces of the President and the Congress: 

• The United States can deliver a crushing blow to 
enemies led by Fritz Leutwiler by the single action of 
remonetizing U. S. gold bullion reserves. First, these re­
serves should be valued at approximately $500 an ounce 
or current bullion market value, whichever is higher . 
Second, gold-reserve transactions wil l  be honored only 
with the central banks of nations which have effectively 
agreed to such terms of a gold-reserve arrangement. 

• The Congress and the President can implement 
emergency legisiation-IO a single day, if  the will and 
patriotism are there-which affirms the Congress's pow­
er over its legislative creation ,  the Federal Reserve Sys­
tem . The fact that a consortium of officials representing 
central banks has jo ined with Fritz Leutwiler in  threat­
ening an act o f  war against the United States is in i tself 
sufficient premise for emergency legislation taken in  the 
same spirit and with the same energy as an act of war. 

• The Congress and the President can create massive 
volumes of noninflationary, low-interest credit for indus­
try,  construction,  transportation ,  and agriculture by is­
suance of U .S .  gold reserve-backed currency notes, cir­
culated only as participation in goods production-orient­
ed capital-improvement loans through private banks .  

Under these and related provisions, the United States 
must and can null ify the unconstitutional decision made 
on the initiative of Paul A .  Volcker in connection with 
the takeover of the Marine M idland Bank by the 
HongShang Ban k .  The Federal Reserve System exceeded 
its powers, violating the Constitution,  by arrogating to 
itself Congress's authority and responsibil ities for bank­
ing, money, and credit in this and related matters. 

No foreign financial institution can be permitted to 
conduct banking operations inside the United States, 
directly or by subterfuges, unless it  a) provides ful l  
transparency concerning the methods by which i t  gener­
ates lendable credits from debits equivalent to cash; and 
b) regulates its quality of lendable credits in a m anner 
comparable to standards for banks within the U .S .  

Every patriot, either individually or through relevant 
patriotic constituency organizations, should immediate­
ly inform the President and the Congress of his or her 
commitment to ral ly behind the federal government in 
full and energetic support of  such measures of national 
defense against the avowed foreign adversaries of  the 
United States . 

Let us awaken the s leeping economic and m onetary 
potentials of the United States, and let us teach these 
insolent forces associated with Fritz Leutwiler a lesson 
never to be forgotten over the century ahead . 
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Denver DNC meeting 
foreshadows conflicts 
by Anita Gallagher 

Seven m onths after the presidential vote,. the Democratic 
Party is  still far from resurrect ion ,  j udging by the Dem­
ocratic National Committee meeting I attended in Den­
ver, Colorado on J une 3 -5 .  One indication of the problem 
is  the circumstances surrounding DNC Chairman 
Charles M anatt' s comment there that the meeting was 
held in Denver to "underscore our commitment to West­
ern issues and to Western Democrats ." The Democrats 
have lost every presidential election in the West since at 
least 1 964; and the liberals who dominate the party-like 
Sen . Gary Hart of  Colorado-have essentially ignored 
the vital issues that face Westerners, such as water policy, 
land use, and agricultural parity. 

Chairman Manatt nevertheless proceeded to attack 
Reagan ' s  interior secretary , James G. Watt, a Westerner, 
as  "a man who wants to re-energize strip mining and 
speed up leasing on federal lands .  " 

Punting on policy 
Overal l ,  the meeting was characterized by a lack of 

substantive policy discussion .  The ful l  DNC meeting 
itsel f lasted only three hours, with the main agenda 
being the size of the midterm convention and a Wash­
ington State credentials fight. Only l ip service was paid 
to the task of  reabsorbing the development-oriented 
constituencies-labor, farmers, small  business-that 
have given the party its traditional strength . 

Although the DNC meeting passed a resolution 
condemning the AWACS sale to Saudi Arabia, State 
Chairs Association chairman Marge Thurman of Geor­
gia indicated that in future, foreign-pol icy questions 
might be turned over to the "strategy council" Manatt 
said he is forming around H ouse Speaker Tip O'Neill 
on Capitol H i l l .  A "policy counci l" has traditionally 
been unpopular among strong congressional leader­
ships when their party does not control the presidency. 
But because of the policy vacuum, the need for official 
spokesmen has become acute, some think . 

At two points, domestic policy was raised . Delaware 
State Chairman Henry Topel announced the formation 
of  a Business and Professional Caucus, reminding the 
meeting that "83 percent of  the jobs in the U .S .  are 
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created by small business. You are al l  acquainted with 
the 20 percent prime rate. I t  i s  breaking the backs o f  
small businessmen . I for one don't  believe that [Federal 
Reserve Chairman] Volcker is  correct ."  The caucus 
established subcommittees on taxation, capital forma­
tion, trade, regulatory reform, and-to appeal to royal­
ty owners-independent energy . 

Secondly, an Agricultural and Rural Development 
Forum was convened after the DNC meeting ad­
journed . The forum featured New Mexico Gov . Bruce 
King, a rancher, Rep. Glenn English of Oklahoma, and 
former House Agriculture Committee Chairman Tom 
Foley of Washington State. 

At this meeting, 1 00 farmers, some of whom admit­
ted voting for Reagan, constructively attacked Demo­
cratic incompetence. American Agriculture Movement 
leader Harvey Gardner of Oklahoma, addressing Rep . 
English, said, "It  is all well and good to talk about 
gasohol . . .  but farmers can't make it because they can' t  
borrow money ."  In addition,  participants discussed the 
1 98 1  farm bill, predicting low prices and large surpluses. 
Parity wil l  be under 60 percent of the cost of  production . 
Bob Rauner,  president of the Nebraska Wheatgrowers 
Association, noted that parity prices contribute to a 
balanced budget by creating a tax base. M ost of  the 
participants refused to blame the collapse on the Reagan 
administration , citing the role of the Carter administra­
tion in contributing to the collapse of U .S .  agriculture, 
along with the rest of  the economy. 

The only other substantial policy issues were those 
introduced by representatives of the National Demo­
cratic Policy Committee, who made available preprints 
of NDPC Advisory Board Chairman Lyndon La­
Rouche's new book, Restore the A merican System. The 
NDPC's influence in the party has been growing stead­
ily, as seen in a comment by California chairman Nancy 
Pelosi ,  who demanded that something be done to avoid 
"confusion" caused by the name of the LaRouche 
wing's m ulti-candidate political action committee, the 
NOPe. Another state chairman commented "It 's  time 
people knew the strength of the LaRouche organiza­
tion ."  

M ost of the  rest of  the meeting was  concerned with 
the proposal of Chairman M anatt to halve the size of 
the midterm conference from the 1 ,600- 1 ,800 delegates 
mandated at the 1 980 convention,  and to hold the 
conference in the spring of 1 982 .  According to M anatt, 
"the midterm conference i s  not a mini-convention,  but 
a meeting of  the national leadership [with] the respon­
sibility for winning elections ." 

Although only the Socialist International ' s  " Demo­
cratic Agenda" caucus has strongly opposed M anatt 's 
paring down of the midterm conference, party regulars 
are wondering when they wil l  be given some power to 
change the l iberal inclinations of  DNC members . 
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Dan Moldea spells out 
the U.S.  left and FBI 

Dan Moldea, best known as the author of the anti- Team­
ster book The Hoffa Wars, has predicted "a major organ­
ized crime scandal involving top Reagan administration 

figures, " and called on the left to openly ally with the 
Carter holdovers in the Justice Department against 
"organized crime" -linked administration officials, Teams­

ters, and congressmen. 
Moldea appeared at the Washington headquarters of 

the Institute for Policy Studies (IPS) on May 28 to address 

25 radical leaders and so-called investigative journalists 
with a prepared speech on " Organized Crime, the Reagan 
A dministration, and the Left. " He had worked out his 
speech the previous evening with Walter Sheridan, former 
head of Justice 's " Get Hoffa Squad" and current chief 
counsel to Ted Kennedy on the Senate Labor Committee. 
IPS-of which M oldea is a fellow-is a sponsor of union 
dissident groups and has links to support for the Weather­

underground, the Baader-MeinhofGang, and other terror­
ists worldwide. The left think tank is now intended to 
openly join the Washington Post, A spen Institute, and 

other liberal institutions that wrecked the Nixon adminis­
tration and are currently targeting the traditional labor 
movement and the Reagan administration simultaneously. 
Excerpts follow from a transcript of Moldea 's speech, 

provided to EIR.  

I am a freelance writer who has  concentrated on  
investigative reporting of organized crime and labor 
racketeering. I am the author of The Hoffa Wars, which 
was a Book-of-the M onth Club selection.  My work has 
been published in the Washington Post,  the London 
Observer and Playboy. In addition I have worked with 
N BC News, the Detroit Free Press and Jack Anderson. 
And I have been supported,  in  part, by grants from the 
Fund for Investigative Journalism here in Washington .  

Today is  a special day  for me .  A fter seven years of  
investigating the  underworld, I have decided to do this 
seminar as  my own swan song . If I return to this work at 
a later date, I will  do so,  I assure you, I wil l  be dragged 
back into the fray kicking and screaming. I would like to 
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an alliance of 
against Reagan 

thank the InstitlJ,te while I finish my second book on the 
Independent Truckers movement .  . . .  

Since the mid- 1 960s there has been a bugaboo on the 
subject of organized crime . . . .  I realize that I am walk­
ing a fine line here, and some of this talk might sound 
like heresy to many of you. But I believe that this rigid 
ideology is  being counterproductive both to the general 
public and to the cause of the left .  

The reason for this seminar today i s  for me t o  predict 
in front of all  of  you that there i s  going to be a major 
organized-crime scandal involving top Reagan adminis­
tration officials during these next few years, perhaps even 
in the next few months. 

And in anticipation o f  this I believe that it is impor­
tant for those of us on the left to begin educating 
ourselves and simultaneously protecting ourselves from 
the inevitable counterattack from the right. And that 
counterattack will concentrate on such liberal groups as 
the American Civil Liberties Union .  Presidential advisers 
Ed Meese and William Wilson have already stated pub­
licly that because the underworld benefits from the 
ACLU's actions, there is reason to believe that the 
ACLU is  being "protected by some organized group that 
makes their living from misdeeds against society ."  To 
date, President Reagan and his administration have 
shown a frightening tolerance of organized crime . . . .  
And predictably the left isn't lifting a finger to stop 
this . . . .  

The FBI's  Abscam probe is a perfect example. As  
soon as  the sting operations were revealed , the  left's 
immediate reaction was that it was entrapment. The 
FBI's Abscam and post-Abscam operations like BrHab 
and Pendorf may prove to be the most effective challenge 
ever against organized crime.  Some of  the most danger­
ous criminals in this country are for the first time in their 
crime-proof career, in  very deep, very serious trouble . . . .  
I t  should be pointed out that those officials who are most 
dedicated to the war against the underworld are those 
who were appointed by the previous Democratic admin­
istration, particularly FBI Director William Webster and 
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Dave Margolis, the head of the strike force against 
organized crime . . . .  

Today , President Reagan and his appointees have 
shown a frightening power [inaudible] organized crime 
in the United States. And this power is consistent with 
the growing list of  embarrassments officials in the Rea­
gan administration have experienced as a result of inno­
cent, and, I believe, not-so-innocent associations with 
organized crime figures . 

For instance, Sen. Paul Laxalt of  Nevada, Reagan's  
campaign manager and described as his best friend,  has 
been openly using his influence in the Republican Senate 
to cut back probes into organized crime in Nevada. 
Laxalt is brazen in admitting his friendship with reputed 
organized crime boss M orris Dalitz, who contributed 
$ 1 ,000 to Laxalt's senatorial campaign . Dalitz is one of 
1 0  organized crime figures who have contributed thou­
sands of dollars to Laxalt's political campaign since his 
1 966 gubernatorial campaign . He also received aid from 
a casino owner wh� helped him obtain a $950,000 loan; 
the casino owner had been run out of business by the 
Securities and Exchange Commission for stock fraud. In 
addition,  a convicted extortionist played a key role in at 
least one of Laxalt's senatorial campaigns; sti l l  Laxalt 
remains a close adviser of the President and has become 
a powerhouse in the Senate. 

Reese H. Taylor, a former chair of the Nevada Public 
Service Commission, and a former law partner of Senator 
Laxalt 's since 1 97 1  and [of] William French Smith from 
1 952 to 1 958 ,  has  been nominated by President Reagan 
to head the Interstate Commerce Commission . Taylor is 
on record as opposing the deregulation of the trucking 
industry , which the Teamsters union has violently op­
posed .  Teamster President Roy Will iams was indicted 
last Friday, M ay 22, for attempting to bribed Sen . How­
ard Cannon, a lso of Nevada, in the union's attempt to 
water down the Kennedy-Carter deregulation bil l  of 
1 979 .  Cannon's watered-down bil l  did finalIy pass­
however Cannon has not been indicted . Further, ICC 
chair Reese also is expected to support the eradication of 
the [passalong] fuel charges for independent truckers 
which the independents won during the 1 974 and 1 979 
trucker shutdown .  Should the surcharge, which helps the 
independents defray the rising cost of  fuel ,  be revoked, 
an estimated 60 percent of all independent truckers will  
be driven out of business within six months. The Teams­
ters union is on record as opposing this independent 
truckers movement, despite the fact that nearly 40 per­
cent of all independents are members of the Teamsters 
union .  Should Reese pull the surcharge, the independents 
have already announced their intention to shut down 
nationwide again .  

Ohio Teamster President Jackie Presser was appoint­
ed to the Reagan transition team to help with personnel 
and policy changes concerning labor, despite his close 
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relationships with numerous underworld leaders . An 
eighth-grade dropout who Reagan gave the ti tle "Senior 
E�onomi� Advis�r'," P�ess�r had

. 
a Department of Labor 

SUit pendmg agamst him for mlsmimagement of union 
funds at the time of his  appointment. On Aug . 27, 1 980, 
candidate Reagan met with Presser, his father, who was 
the twice-convicted union embezzler, and Roy Will iams 
in a 45-minute private meeting. The day before his secret 
meeting with Reagan,  Roy Will iams had taken the Fifth 
Amendment 24 times before the Senate Permanent Inves­
tigations Subcommittee, refusing to answer questions 
about h is personal and financial relationships with or­
ganized crime figures. The week Reagan was elected 
President, his first stop was Teamster headquarters, 
where he again met privately with these Teamster offi­
cials. Of course, the Teamsters union was the only m ajor 
labor organization to support Reagan's  bid for the pres­
idency . 

Attorney General William Smith, Reagan's longtime 
personal attorney, attended a party late last year hosted 
by Frank Sinatra-who has numerous crime connec­
tions. Will iam Safire observed in the New York Times: 

"It  seems to me that the nation's  chief racket-buster 
should not lend his presence to a man long associated 
with racketeers, and who now seeks from the Reagan 
administration the respectabil ity he needs to re-enter the 
Las Vegas casino scene ."  Sinatra, of course, has re­
entered the Las Vegas casino scene, with the personal 
help of President Reagan, who wrote a letter to the Las 
Vegas Gaming Commission about his good friend Sina­
tra. Also present at the Sinatra party, but overlooked by 
nearly al l  press accounts, was Sidney R. Korshak, who 
has been described by the Ne»' York Times as "the most 
important l ink between organized crime and legitimate 
business ."  One of Korshak's  closest friends, according 
to a June 1 976 article in the Times, i s  Lou Rothaman, 
chief executive for M CA, the entertainment conglomer­
ate. Rothaman also served as the exclusive agent for 
actor Ronald Reagan for the duration of his acting 
career . 

Secretary of Labor Ray Donovan has been accused by 
several respected government informants of being asso­
ciated with a variety of  East Coast underworld figures . 
He is also accused of violating [ inaudible] from the 
Teamsters for a construction firm . He has admitted to 
hiring a no-show Teamster, which has been argued as 
having been an admission of making payoffs . On M ay 
22.  a Teamster official was indicted for shaking down 
Donovan's former construction company. However, it 
should be noted that it takes two to make an extortion 
scheme happen:  the party who received the payoff and 
the party who makes it .  Donovan, who was recommend­
ed to Reagan for secretary of labor by Wil l iam French 
Smith,  is far from being off the hook in this matter. 
M any are predict ing that he will be indicted sooner or 
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later. Meantime, Donovan is in charge of the Labor 
Department and all its, businesses, including the numer­
ous investigations and suits pending against the Teams­
ters un ion . 

Interior Secretary J ames G. Watt, who has financed 
the anti-environmentalist crusade in his previous career, 
with the help of funding from oil companies, also re­
ceived several thousands of dol lars in contributions from 
Las Vegas casino  operators. 

Donald Regan, secretary of the treasury, h as led the 
support of his  department to Senator Cannon's bi l l  to 
exempt gambling profits from taxes .  According to the 
Treasury Department, taxes are not an effective deterrent 
to gambling, and it is wasteful  and inefficient to try to 
collect them . 

Lenore Annenberg, Reagan's new chief of protocol, 
[who ]  meets with movie producer Harry Cohn,  and [is 
the] wife of former U .S .  Ambassador to Great Britain 
Walter Annenberg, was formerly married to Belvin Cat­
tleman, the crime-connected owner of EI Rancho Vegas, 
a Las Vegas gambling casino .  Her second husband was 
a convicted bootlegger, Louis Rosenfeld, a reputed as­
sociate of M eyer Lansky. Her third and current husband, 
Ambassador Annenberg, i s  the current owner of  TV 
Guide and the Daily Racing Form, Both Annenberg and 
his father, M oses, were connected to the Al  Capone 
crime family, and were investigated by the [ inaudiJ:>le] 
committee for their associations with the underworld.  
Both Annenberg and his father were indicted for criminal 
income-tax evasion; however, the elder Annenberg 
copped a plea in return for the dismissal of charges 
against h is  son . The father went to jai l ,  and the future 
ambassador took over the fami ly's businesses . Earlier, 
both men had been l inked to magazines which have been 
charged with being pornographic.  According to pub­
l ished reports, Walter Annenberg bought his  ambassa­
dorship in  1 969, in  return for his contributions to the 
Nixon campaign . Thus i t  i s  simply inconceivable consid­
ering the record that her three husbands have all  been 
mob-connected, that Lenore Annenberg has had no 
association with organized crime figures . 

During the impeachment summer of 1 974, White 
House Chief of Staff Alexander H aig secretly ordered an 
investigation by the Criminal Investigative Command, 
the A rmy's FBI,  on President Nixon ' s  al leged t ies with 
the underworld . When the fi led report was given to H aig, 
providing detai ls  of Nixon'!\ career-long personal rela­
tionship and financial associations with underworld 
leaders, Haig,  according to the C IC  investigator, con­
fronted Nixon with the Army's report.  Within days, 
Nixon resigned after H aig orchestrated the release which 
began on June 23 ,  1 972 of taped conversations between 
Nixon and John Dean, in which the Watergate coverup 
was discussed . One view of this is that H aig acted hero­
ical ly .  On the other hand, he did conceal this in formation 
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from the [Watergate] special  prosecutor .  
Finally,  what can be said about President Reagan 

himself? Any investigation of the possible association 
between the underworld and Ronald Reagan should 
initially concentrate on Ronald Reagan's  personal  rela­
tionship with one man: Sidney Korshak .  The New York 
Times described Korshak as "a senior [ inaudible]  fo r and 
senior adviser to organized crime groups in Cal ifornia, 
Chicago , Las Vegas, and New York .  He di rects their 
investments, their internal affairs, their h igh- level deci­
sion making." In  addition,  Joyce H aber, a columnist ,  
said :  "Sidney Korshak is  probably the most important 
man socially in  Cal ifornia, and many organized crime 
investigators believe that few people seeking high public 
office in that state can win without his support ."  I believe 
that President Reagan ,  particularly considering his  ad­
ministration's handl ing of organ ized crime today, should 
be pressed to make a ful l  explanation of  his  association 
with Korshak .  Further I believe, that the same demands 
should be made to Attorney General Smith .  If there are 
no questions,  there is no issue, and I am not making 
specific charges here, I am simply trying to provoke these 
questions by asking how many coincidences does it take 
until two and two equals four? . . .  In the next few weeks 
and months ,  FBI  Director Wil l iam Webster wil l  increas­
ingly become at odds with the attorney general and the 
entire Reagan administration over the organized crime 
issue. I believe that Webster should not fight this battle 
alone. I believe that Webster has distinguished himself as 
a man of decency and fairness, who has refused to believe 
there' s some mythical Soviet terrorist plot .  . . .  As a result  
of this independence from t he admin istration,  he is  being 
now attacked by the right .  . . .  I firmly believe and 
continue to advocate that the left wil l  be best served to 
consider what was once unthinkable by sharing a degree 
of common causes [with] the director of the FBI , partic­
ularly in his war against organ ized crime. In 1 969, Ralph 
Salerno, one of the most respected organized crime 
experts in this country, predicted: "Organized crime will 
someday put a man in the White House and he won't  
know it unt i l  they hand him the bil l . "  

To ful fi l l  my obligation here, I said I would take a 
look at the upcoming Teamsters convention .  The In ter­
national Brotherhood of Teamsters is particularly ruth­
less when attaining and maintaining power and money. 
To all intents and purposes it i s  a total ly corrupt labor 
organization . Every year there are numerous investiga­
tions by the government and exposes by the press which 
remind us o f  that. The major  problem in the Teamsters 
union i s  that, un like other urions like the UA W with 
fouled-up union democracy, its structure is  organized 
top-down .  There are no direct rank-and-file elections of 
the union's national officers .  The leadership essentially 
insulates itself and elects itself. The rank and file virtually 
has no voice in the process of their union .  J immy Hoffa 
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created this autocracy at the 1 96 1  Teamsters convention 
by revising the un ion's  constitution and placing all power 
in his own hands . If anyone wanted to make a deal, they 
had to make it directly with Hoffa . Consequently, Hoffa 
became a lightn ing rod for the government and the press .  
Those who associated with him , particularly underworld 
figures, found themselves in a public spotlight they really 
didn't  want . . . .  

When Fran k Fi tzsimmons came to power in 1 967 as 
Hoffa' s  caretaker, he fought to decentral ize the union,  
giving enormous amounts of  new-found power to the 
general executive board members, the heads Qf  the var­
ious j oint counci ls ,  and the chiefs of  the 800 locals around 
the country . As a result of  this policy of  decen tralization 
by Fitzsimmons,  he endeared himsel f with those Team­
ster leaders who had j ust stood by with their hands in 
their pockets ; during the Hoffa presidency . . . .  Many of 
them made deals with local crime kingpins and profited 
handsomely from these associations .  Consequently, 
Teamster corruption began to be concentrated at the 
local levels . I believe that the new president of  the Teams­
ters union ,  Roy Will iams, will continue to operate the 
union under t his  decentralized system . The centralized 
union as Hoffa [ran it] would shake up too many deals 
among local Teamster officials and crime bosses around 
this country .  

Wil l iams h imself is  closely connected to Kansas City 
mobster N ick Zebar and New Orleans crime boss Carlos 
M arcello, among others . He has been indicted at least 
four t imes for em bezzling union funds ,  fals ifying records, 
a.nd now attempting to bribe a U .S .  senator. In short, 
Will iams wil l  cont inue to symbolize the continuing cor­
ruption of  the Teamsters union .  It was my fear that the 
Teamsters like Ray Sheckland of Chicago, a man with a 
Mr .  Clean-type image, would take over the union .  With 
this,  many in  the government and the press in thei r  
infinite wisdom,  would have concluded that  the union 
had consequently been reformed. Rank-and-fi le reform 
movements within the Teamsters union have come and 
gone, seemingly forever, but for the first time in  the 
union's  history , the Teamster leadership is effectively 
being challenged by the Teamsters for a Democratic 
Union,  which you are going to be hearing a lot about in 
the next week . They recently merged with the Profession­
al Drivers Council on  Safety and Health, an offshoot of 
the Nader organization . The father of  PROD, [another 
Teamster dissident movement] ,  Arthur Fox, is  here with 
us today. A lthough TDU has no chance of  upsetting 
Wil l iams or the top Teamster leadership at the conven­
tion next week ,  i t  will have 40 of its delegates present on 
the convention floor .  And I believe that these 40 dele­
gates, their l ives and their personal safety, will be serious­
ly j eopardized in  the week ahead ,  as their lives and their 
personal  safety [were] j eopardized d ur ing  the 1 976 
Teamster convention .  [End of transcript . ]  
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Labor in Focus by Laurence Sherman 

An eyewitness report 

The Teamsters are taking a newly aggressive stand, their 
national conference showed. 

The International Brotherhood of 
Teamsters came away from their 
27th convention organizationally 
stronger and more united than at 
any time in their history . The b la­
tant attempt of the Justice Depart­
ment and various Senate commit­
tees to interfere in the internal a f­
fairs of the union totally backfired . 
Indications of  the backlash, created 
by the government's shabby indict­
ment of Teamster General Presi­
dent Roy Wi l l iams, came weeks be­
fore the convention opened. After 
the indictment was announced, the 
union's executive board dropped all 
factional differences and un ited 
firmly behind Wil l iams's leader­
ship. The barrage of media attacks 
on Will iams leading up to the con­
vention only furthered the resolve 
of the Teamster leadership to sup­
port him . 

The general press coverage of 
the convention would have the pub­
lic bel ieve that the insignificant dis­
sident group Teamsters for a Dem­
ocratic U nion (TDU) was a force to 
be reckoned with . Estimates of the 
TDU mem bership ranged from 
20,000 to 8,000 depending on what 
paper you read. But at the conven­
tion , TOU chief Pete Cameratta sat 
alone. 

When the votes were counted, 
the TDU candidate for general 
president received a total of  t o  
votes . Roy Wil l iams received 2 , 1 00 .  
Upon tak ing the gavel ,  Wil l iams 
immediately addressed himsel f to 
h i s  recent indictment by cal l ing it  
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"a damn l ie ." He went on to say "I 
have and will continue to fight de­
regulation with every ounce o f  en­
ergy in my body . . . .  No indictment 
will stop me," to a thundering ova­
t ion.  "Neither a federal b ureaucra­
cy nor headline-grabbing politi­
cians are going to run the largest 
labor union in the world ."  

The convention passed resolu­
tions On economic issues, as I re­
ported last week, demanding repeal 
of  trucking and airl ine deregula­
tion ,  praising the Space Shuttle 
program as the transportation  in­
dustry of the future, demanding an 
economic program to re-employ 
American workers, and expressly 
attacking Pau l  Volcker' s high i n­
terest-rate policy as a major con­
tributing factor to the current eco­
nomic crisis .  

M ore and more delegates were 
talking of Wil l iams as "the new 
Jimmy Hoffa . "  The d ifference be­
tween Hoffa and Wil l iams,  observ­
ers reported, i s  that Wil l iams knows 
more about the workings of the 
truck ing industry than Hoffa ever 
did,  and that he would do more to 
cooperate with industry leaders to 
save the industry .  

Wi l l iams is l ike Hoffa in  the way 
he is expected to run the union ,  in a 
more central ized fashion and with a 
stronger hand at the helm than re­
cent presidents.  Wil l iams' s  chairing 
of the convention reflected that ass­
esment. He wil l  need a very strong 
hand indeed to deal with the Brilab 
operatives, and with the economic 

catastrophes facing many o f  his 
membets . 

Former Teamster President 
Dave Beck, addressing the conven­
tion,  made the Hoffa comparison 
explici t .  Beck called Hoffa the 
greatest trade-union leader Ameri­
ca has produced, bringing more 
members into a union than any 
other single organizer; Beck said 
Wil liams i s  in  the mil i tant tradition  
of Hoffa . 

A show of labor unity was made 
by Robert Georgine, head o f  the 
AFL-CIO Building Trades Depart­
ment. Georgine praised the Teams­
ters and Wil l iams, and then took a 
swipe at UAW leader Doug Fraser 
by saying, "I bel ieve that a trade­
union leader has the same constitu­
tional rights as any other Ameri­
can ." 'Fraser, in a well-publicized 
press conference, had attacked Wil­
liams  and the Teamsters , asserting 
that Will iams should step down as 
president due to his indictment.  

In  other resolutions ,  passed by 
the delegates almost unanimously, 
the Teamsters took on the m ount­
ing press and government attacks 
on labor .  They cal led for no amend­
ments to the Hobbs Act, some of 
which would vi rtually make union 
organizing a felony, and a resolu­
tion was passed call ing for an  ag­
gressive legal counterattack on  me­
dia abuses aimed at the Teamsters . 

As the convention came to a 
close, a delegate put forward a mo­
tion condemning the International 
Socialist group,  which was behind 
the dissident TDU organization . 

It was ironic that in a l l  the press 
coverage given to TDU, none used 
any documentation readily avail­
able to reporters that exposed this 
group as funded by Wall  Street 
foundations and led by M arxist re­
vol utionaries . 
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a limited amount of advertising 

The Executive Intelligence Review has been receiving a growing number of requests to 
advertise. In response to these requests the EIR Editorial Board has decided to make 
available a limited amount of advertising space. 

The Editorial Board determined that limited advertisement will be a unique way to 
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investment advisers , government officials and political activists . 
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service to offer, our other readers should know about it. 

For rates and other information , please contact Anton Chaitkin at ( 212)  247-8820.  

Robyn Quijano 
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Congressional Closeup by Barbara Dreyfuss and Susan Kokinda 

H earings on nuclear 
nonproliferation slated 
The subcommitee on Energy, Nu­
clear Proliferation, and Federal 
Services of the Governmental Af­
fairs Committee will hold hearings 
on the Nuclear Nonproliferation 
Act, also known as the Percy­
Glenn bill ,  on June 24 and 25 .  The 
act requires that any nation that 
receives nuclear energy material 
sign the International Nuclear 
Nonproliferation Treaty or accept 
ful l-scope safeguards under the In­
ternational Atomic Energy Agen­
cy . This has established extensive 
international monitoring of a na­
tion's nuclear weaponry, which 
many nations regard as a major 
infringement on national sover­
eignty . 

The hearings are being held in 
relation to a report on the act 
released in late M ay by the General 
Accounting Office. The report, 
which is actually mandated in the 
act, reviewed whether the act was 
working effectively and whether 
the law had hurt U .S .  nuclear en­
ergy trade. The authors claim that 
the act has not hurt the export of 
U.S.  nuclear energy technology, 
despite reports to the contrary 
from the nuclear energy industry. 

The report has also recom­
mended that the act be streng­
thened by the adoption of what is 
called timely warning. This re­
quires the United States to estab­
lish certain mechanisms that would 
allow it to detect very early the 
"misuse" of nuclear fuel .  This pro­
vision is very controversial, as it 
would also mean extensive over­
sight of another nation's energy 
programs. 

The hearings wil l  include testi­
mony from former Carter admin-
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istration officials who led the fight 
to curtail U .S .  nuclear energy ex­
ports, including Joseph Nye, for­
merly of the State Department, as 
well as spokesmen for the Atomic 
Industrial Forum, Westinghouse 
and the Natural Resources De­
fense Council . The administration  
wi l l  testify with representatives 
from the Department of Energy, 
the Arms Control and Disarma­
ment Agency, and Nuclear Regu­
latory Commission speaking. 

Also expected to testify is 
James M alone, assistant secretary 
for the International Energy , 
Oceans and Environmental Policy 
group in the State Department. 
M alone is responsible for' the Rea­
gan administration's nuclear non­
proliferation policy ,  and wrote the 
transition team report urging the 
reversal of Carter policies . He ,S 
heading a special interagency 
working group on the issue. 

I cc nominee calls for 
review of deregulation 
A last-minute broadside from 
Common Cause, the "consumer 
advocate" group, a lleging over­
weaning Teamsters union influ­
ence, apparently fai led to slow the 
confirmation process for Reese 
Taylor, chairman-designate of the 
Interstate Commerce Commission . 
The Senate Commerce Committee 
spent only 30 minutes at its June 9 
hearings questioning Taylor, a 
close associate of  Reagan intimate 
Sen . Paul Laxalt (R-Nev. ) .  At the 
conclusion of the hearing, commit­
tee chairman Bob Packwoo d  (R­
Ore.)  announced that he found the 
al legations "unfounded" and was 
extremely satisfied with Taylor'S 
qualifications and views. 

Taylor, a Nevada labor-man­
agement lawyer, will take over the 
ICC less than one year after the 
implementation of trucking dereg­
ulation.  While Taylor announced 
in the hearings that he was "nei­
ther a deregulator nor a regulator" 
by philosophy, he is viewed by 
many in industry and labor as in­
timately familiar with the havoc 
deregulation has caused.  

At the hearings, Taylor said 
that one of his first priorities is "to 
study the impact of what has al­
ready been done" to the industry, 
rather than forging ahead with 
new administrative initiatives . He 
added, however, that he does not 
"intend to legislate by administra­
tive fiat," and that, if he feels 
changes need to be made in the 
legislative mandate of the ICC, he 
will take his case to Congress .  

The Common Cause al lega­
tions made June 8 centered on an 
"unidentified" Teamster source 
who claimed that Taylor was "in 
the hip pocket of the Teamsters" 
and that his nomination was a 
political payoff in exchange for 
IBT support o f  Reagan's cam­
paign . 

Narcotics Committee hears 
calls for war on drugs 
The House Select Committee on 
Narcotics in two full days of hear­
ings on "Narcotics Law Enforce­
ment Policy," June 4 and 5 heard 
testimony from law enforcement 
officials demanding a national 
commitment to rid the country of 
the drug menace. A number of 
witnesses criticized the Reagan ad­
ministration's budget cuts which , 
they testified, were crippling drug 
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enforcement effort nationally. 
Chairman William H ughes (D­

N .J .), of  the House Judiciary Sub­
committee on Crime, testified to 
the direct relationship between the 
drug problem and growth of  
crime. Hughes stressed that he  has 
had bipartisan cooperation from 
the ranking Republican on his sub­
committee, Rep . H arold Sawyer 
(R-Mich.) ,  for bi l ls  he has intro­
duced to restore funds in enforce­
ment programs.  

However, H ughes noted that 
he found i t  "troubling because it 
appears that the decision has been 
made by the Office of M anage­
ment and Budget to cut law en­
forcement budgets pending the 
conclusion of the study on the 
Task Force on Violent Crime . . . .  
I know I 've been tough on the 
administration," H ughes said, 
"but I'm frustrated . We already 
know what we have to be doing ."  

Sterling Johnson, Jr . ,  the spe­
cial narcotics prosecutor from New 
York City, summed up the senti­
ments of many law enforcement 
witnesses by demanding a "com­
mitment from the President on 
down to stop the drugs . . . .  This  
has to be given the priority that 
the President is  giving the national 
defense budget . It has to be treated 
like a national security question.  
We have to have education,  pre­
vention, a medical program,  and 
prosecution that ensures a swift 
and certain conviction upon arrest, 
all moving at one purpose ."  

Although Rep. Clay Shaw (R­
Fla .)  "agreed in principle" with 
the critics of  Stockman's budget 
cuts, Representative Coughlin (R­
Pa .) tried to press Johnson into . 
admitting that funds for destroy­
ing drugs at their source was a 
more cost-effective method for 
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drug eradication . Johnson count­
ered that it was not proper to "use 
the cost-benefit argument of  erad­
ication at the source of drug supply 
as an excuse to not put money into 
other areas . . . .  The President 
needs to sit down with people who 
are experts in their field and devel­
op an across-the-board plan of ac­
tion . " 

But Stockman's budget-cutting 
found an ally in l iberal Democratic 
Rep. James Scheuer (N.Y. ) ,  who 
also pressured witnesses to reveal 
their plans for deploying severely 
l imited funds.  "From the point of 
view of incremental additional dol­
lars," Scheuer intoned, "should we 
get greater resu lts from reducing 
demand rather than supply?" 
Scheuer later disagreed that the 
national commitment to fight  
drugs was anything l ike the Apollo 
moonshot commitment. 

Wrangles continue 
over water policy 
The administration and the Senate 
Environment and Public Works 
Subcommittee on Water Resources 
continued to spar over water policy 
at the opening hearings o f  the sub­
committee's extensive review of 
water issues on June 8 .  Testifying 
for the administration,  Assistant 
Secretary of  the Army for Civil 
Engineering William Gianelli and 
Assistant Secretary of the Interior  
for Land and Water Gary Carruth­
ers reported that water issues have 
been "moved to the front burner," 
under the auspices o f  the Cabinet 
Council on Natural Resources and 
Environment chaired by Interior 
Secretary James G. Watt . 

However, subcommittee mem­
bers voiced dissatisfaction with this 

structure. Republican Sen . Pete 
Domenici (N . M .) told the witness­
es that he had a whole inventory of 
issues that composed water pol icy 
and that the administration needed 
to address . He questioned what 
overall proposed spending levels 
for water over the next 3 to 4 years, 
given that there is declining sup­
port for water spending in Con­
gress at the same time that spend­
ing in  real terms has dropped 40 
percent over the past 15 years . 
Domenici pointed out that the En­
vironmental Protection Agency 
spends more money on water proj­
ects than the Army Corps of Engi­
neers and the Bureau of Reclama­
tion combined . He cited the need 
to re-evaluate the methods of de­
termining cost-benefit ratios and 
cost-sharing for projects. "You 
may pick one of these issues and 
solve it ,  but we sti l l  won't have a 
water pol icy ,"  he concluded. 

The subcommittee wil l  consider 
legis lation by Senators Domenici 
and M oynihan to authorize water 
project spending through block 
grants to states.  Both Gianelli and 
Carruthers expressed administra­
tion opposition to this proposal, 
ci ting widespread concerns that 
such a proposal would wreak hav­
oc with national water-policy plan­
ning and development. Gianelli 
stated, "While we are firmly com­
mitted to giving states a greater 
role in  water development, it i s  
doubtful that the  block grant ap­
proach is the answer to our water 
problems ."  This is especially true 
since the administration continues 
to support the Stockman budget 
cuts and Volcker interest rates to 
the detriment of any projects that 
would encourage economic 
growth,  as water projects tend to 
do .  
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LaRouche : 'Reagan is 
the only hope' 
EIR founder and Democratic Party lead­
er Lyndon H .  LaRouche, Jr . ,  speaking to 
1 20 people from Capitol Hi l l ,  the execu­
tive branch, industry, and 23 embassies, 
painted a stark picture of the realities 
confronting national governments. Es­
pecially since the defeat of France's Gis­
card , he said, there is a growing danger 
in both the East and West that World 
War I I I  will occur in the 1 980s . 

The M itterrand government has in­
troduced new global instabi lities . The 
U .S .  Federal Reserve's and Bank for In­
ternational Settlements' policies are un­
dermining government structures . We 
are heading for a depression worse than 
the 1 930s; the Volcker policy has already 
contracted the goods-producing sector 
by 20 percent in 1 980, and promises to 
contract it by another 25 percent in 1 98 1 .  

The rest o f  the OECD nations, except 
Japan, will be unable to resist the effects 
of a collapse of the U .S .  economy, La­
Rouche added . The LDCs could not 
withstand it .  We face a potential explo­
sion not seen since the Hapsburg collapse 
in 1 653;  we would see a chain reaction of 
genocide. 

How would a depression occur, 
LaRouche asked . Given the fact that 
there is only $700 bill ion in goods-pro­
ducing capacity in the country, as against 
$3  to $5 tril l ion demanded in rent and so 
forth, are we producing enough wealth 
to pay the rent? The answer is  no .  

Reagan knows that Volcker has to 
go, LaRouche said .  Therefore, why 
doesn't he get rid of Volcker? Because 
there are institutions opposing Volcker's 
ouster . Neither the Soviets nor the U . S .  
i s  planning for World War I I I ;  i t  is an 
i l lusion to imagine that nations are act­
ing rationally. Governments and people 
behave on the basis of the impetus of 
institutions.  We must take the shaping of 
the world out of  the hands of  the people 
that stand behind Swiss Central Bank 
chief Fritz Leutwiler and Volcker. There 
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is only one force in the world that  can do 
that, LaRouche asserted: the Reagan ad­
ministration .  "Anyone who is fooling 
around trying to destabilize the Reagan 
administration-like the I nstitute for 
Policy Studies and Wil l iam Safire-is re­
moving the last possible option for avert­
ing World War I lL"  

Haig prefers Venezuela 
over Mexico as U.S. ally 
The Venezuelan press is  sourly comment­
ing that the Reagan-Lopez Porti l lo sum­
mit has "confirmed" that the u.s. Presi­
dent sees Lopez Portil lo as his "principal 
interlocutor in  Latin America ."  Wrote El 
Nacional. by the time the North-South 
summit in Cancun, Mexico takes place, 
they will have met three times. Venezue­
lan President Herrera Campins's refusal 
to set a date for his scheduled trip to the 
U . S .  suggests that he may be miffed at 
the new closeness between Reagan and 
Lopez Porti l lo . 

However, in a "confidential" letter to 
Venezuelan Interior Minister M ontes de 
Oca, whose contents were leaked in the 
Caracas press, Haig emphasized the " full  
coincidence" of U.S.  and Venezuelan 
views on Central America and the Car­
ibbean, including their agreement to in­
crease aid to the Salvadoran j unta should 
that be required . After citing s upport for 
the Seaga government in Jamaica as a 
means of stemming communism in the 
region, Haig noted that Venezuela and 
the U .S .  also agree on the possibil ity for 
a political, civilian solution to G uatema­
la's crisis. The secretary of state's com­
ments suggest that G uatemala is the next 
country targeted to blow up .  

Bank loan policy : 
battle the unions 
Members of the New York C learing­
house Association are pressing their cor­
porate debtors to tear up their union 

contracts, according to a spokesman for 
Chase Manhattan Bank.  When a com­
pany asks for a credit line, he reported, 
the bank now examines the company's 
relationship to its unions, especially the 
Teamsters and building trades. 

" We tell them that if they want money 
from us, they must demand real conces­
sions from their unions," said a source in 
Chase's transportation loan division cit­
ing union contracts as "adverse pro

'
fita­

bility factors ."  "Give-backs, wage cuts, 
major work rule changes. Open up the 
contracts . We tell them the first place 
they would look to pay the interest rates 
is these fat union contracts . 

"They need cash to stay afloat, espe­
cially the midsize people ," he comment­
ed.  "They have built up cushy relation­
s� ips with the unions, with high payout, 
hIgh benefit contracts. This is what the 
union/industry relationship was based 
on .  We're saying bust it up. I t  was no 
good for the economy. It hurt productiv­
ity ."  The Teamsters and the Laborers 
unions "are too powerful . We have an 
opportlln ity to cut them down to size ."  

Though many companies are reluc­
tant to battIe their unions, as the econo­
my gets worse and rates continue high, 
he said, they will have little choice about 
reopening contracts . Other banks includ­
ing Morgan G uaranty and Bankers 
Trust have the same policy. 

Witch-hunt mounts 
against labor 
Entire union leaderships are being 
hauled before the courts on bogus 
charges backed up only by the stable of 
convicted criminals in the employ of the 
Federal Witness Protection Program . 

On June 4 the Justice Department's 
Federal Strike Force in M iami indicted 
16 people . Among them were the inter­
n ational president and other top officials 
of  the Laborers union.  

On May 30, the U .S .  attorney's office 
in Tucson ,  Arizona indicted four labor 
leaders: an i nternational vice-president 
of the Laborers, two of the state's leading 
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Laborers officia ls ,  and the state head of 
the AFL-CIO. On May 26, the Houston 
U.S .  attorney's office handed down four 
more indictments in its Brilab probe, 
naming three of the city's trade union 
officials and a Houston port commis­
sioner. And, on May 22, the eve of the 
Teamsters nationa l  convention,  the Chi­
cago Strike Force indicted Roy Wil l iams, 
the newly elected president of the I BT, 
and several Teamster advisers and pen­
sion fund trustees . 

In the case of the indictments handed 
down to leading officials of  the Laborers 
union in Miami and Tucson,  the star 
government wi tness is Joe Hauser. 

Hauser has swindled several unions,  
including the Laborers, out of m i ll ions of  
dollars through phony health and wel­
fare insurance schemes. 

Hauser was released from jail earlier 
this month and is now scheduled to  ap­
pear in an ongoing New Orleans Brilab 
trial in  the next two weeks .  

Disarmament networks 
predict nuclear terrorism 
The Center for Defense I n formation 
(COl), a key coordin ating point in  the 
international disarmament movement, 
said June 10 that they ful ly expect pre­
emptive hi ts  on n uclear facil i t ies by 
neighboring states . The projected targets 
include Pakistan , Saudi Arabia, Libya, 
Egypt, Brazil and South A frica . COl 
head Adm . Eugene La Rocque, who 
works with Soci alist I nternational fig­
ures l ike Wil ly Brandt and 01 of Palme, 
told a reporter: " I  am sure that there are 
going to be more pre-emptive strikes . .  . 
the world accepts this kind of action . .  . 
other nations of the world wi l l  take ac­
tions against neighbors who develop a 
power plant to give them the capabi lity 
to develop nuclear weapons ."  Other 
spokesmen for the C O l ,  which recently 
prepared a target list of U . S .  n uclear 
faci l ities in Germany for the violence­
prone West German di sarmament move­
ment, said that " n uclear terrori sm" in  
Europe and the  U nited States, is now 
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"very likely, s ince once you attack a n u­
clear plant, the genie is out of the bottle 
for everything."  

Irving Kristol upholds 
postindustrial policy 
Irving Kristol , senior fellow of  the Amer­
ican Enterprise I nstitute and mentor of 
O M B  director Stockman, commented in 
a recent interview made available to EIR 
that " Reagan doesn't have any choice; 
they're going to have tight money for the 
foreseeable future .  Alan Greenspan is  the 
key person the President i s  listening to, 
and he's from Wall Street; they're all 
from Wall Street, they're all  tight-money 
men . There's nothing the political people 
like M eese can do. If Reagan tries to 
make the Fed print money, Wall Street 
wil l take one look at the next rising mon­
ey-supply figures, and inflationary ex­
pectations will  increase-and interest 
rates wi l l  rise anyway . 

"Who says the economy can't grow 
with high interest rates? Plenty of  credit 
is available for qualified industries. 
There's a big difference between interest 
rates and the state of the economy," said 
Kristol . 

Asked if this meant that the Fed is  
helping shift the United States into a 
postindustrial society , he commented, 
"We're already in the postindustrial so­
ciety. The shift has already happened. 
Those industries that are profitable in 
this environment can get plenty of  cred­
i t . "  Microchips, real estate, and services 
"are what' s profitable. These companies 
can borrow at 23 percent and make 25 
percent on it .  They don' t  mind,  and the 
rest of the companies don't need money." 

On the possibi l ity of preferential 
credit  for older industries, Kristol said 
that the Counci l of Economic Advisers 
and the Treasury "will  fight this tooth 
and nail ."  The S&Ls ,  he added, "got a 
smal l  am ount .  The basic pol icy is to let 
them operate without any reserves. 
They're all  technically bankrupt and the 
regulators are ju st going to ignore 
them ." 

Briefly 

• ALPHONSE D' AMATO, the 
New York Senator, gleefully said 
of  I srael's attack on Iraq's nuclear 
research center, "We might even 
term this a rather effective method 
of antinuclear proliferation ."  He 
proposed a U.S . - Israeli guarantee 
for Saudi A rabia "providing cover 
for their oiitields, provided it's un­
der our contro l ."  

• JERRY WARBURG, Sen .  Alan 
Cranston's aide, this week second­
ed Israel's claim that technically 
they don't have an atom bomb.  
"They keep it  in halves and could 
put the two halves together in a 
matter of hours," he explained sol­
emnly. " I f  I were the Saudis I'd 
feel damned insecure ." Warburg is 
a member of the investment bank­
ing family.  

• LONE STAR cement company 
reports a tremendous increase in 
orders from customers who are en­
thusiastic abo ut its ful l-page 
advertisements in · newspapers 
around the country blasting Paul 
Volcker's high interest rates.  

• DOUG FRASER. president of 
the United A utoworkers, an­
nounced J une 9,  on the occasion of 
his union's reaffiliation with the 
AFL-CIO, that the Teamsters 
union should remain excluded 
from the federation "because of its 
bad reputat ion, which I think is 
deserved in many places ."  He 
added with remarkable logic, 
"Just look at the number of indict­
ments" against Teamster officials .  

• PER CAPITA consumption of 
beef in 1 978 was 1 20. 1 pounds per 
year, when retail prices for beef 
averaged $ 1 .82 .  In 1 980, when beef 
prices averaged $2 .38 ,  per capita 
consumption fell to 1 05 . 6  pounds. 
The higher prices of  beef, which 
moderated somewhat in  1 980, do 
not represent extra income for cat­
tlemen whose income this year 
through March is down m ore than 
10 percent .  
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Energy Insider by William Engdahl 

NRC nominees can end moratorium 

Reagan 's choices could help save the United States billions in 
energy costs. 

The Reagan White House has 
ended months of speculation and a 
lot of intense political wrangling by 
declaring it intends to nominate 
two people to sit on the five-mem­
ber Nuclear Regulatory Commis­
sion (N RC) . 

The administration has nomi­
nated Nunzio J .  Pal ladino , a past 
president of the A merican Nuclear 
Society, to succeed Joseph Hendrie, 
whose term i s  expiring. as chairman 
of the N RC.  and Thomas M. Rob­
erts as commissioner to fill a post 
vacant since last December. 

Senate confirmation of these 
two people could help end one of 
the most destructive policies enact­
ed by the Carter administration: the 
de facto moratorium on the U .S .  
nuclear energy development pro­
gram . 

The new chairman m ust be pre­
pared to take on the sophisticated 
obstructionism of the two remain­
ing anti-nuclear commissioners, 
Gil insky and Bradford .  Gilinsky, a 
Rand clone whose term expires in 
1 984, has been on the N RC since its 
creation in 1 974. , 

Palladino is one of  the best­
qual ified persons in  the nation for 
the awesome task of  reversing the 
Carter administration's deliberate 
wrecking of nuclear power devel­
opment through regulatory bottle­
necks. Palladino is a 64-year-old 
nuclear engineer who has been dean 
of the Penn State college of engi­
neering and a past chairman of the 
N RC's advisory committee on re-
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actor safeguards. 
Palladino's first job m ust be to 

deal with the more than 25 almost­
completed nuclear plants which are 
depending on various NRC l icen­
sing decisions.  Between now and 
1 984, 22 electric utilit ies across the 
U .S .  have a total of 3 3  nuclear units 
scheduled for complet ion.  These 3 3  
reactors would expand the nation's  
operating nuclear electricity capac­
ity by 40 percent in j ust 2 .5  years; 
and these plants will generate the 
electricity equivalent of 300 m il l ion 
barrels of  oi l  per year, or 1 m illion 
barrels dai ly .  

A lthough, a s  w e  have said i n  
this space before, t o  build the in­
dustrial export economy the world 
needs we must develop all the oil ,  
coal, and uranium we can muster, 
the impact of j ust one nuclear plant 
i s  almost overwhelming .  

To  replace the capacity of  one 
nuclear plant with a coal-fired 
plant, i t  would cost rate-payers $2 1 
bi l l ion more over the 30-year l ife of 
a reactor.  M oreover ,  there i s  a l itt le­
understood dimension to the im­
portance of undoing the regulatory 
sabotage at the NRC imposed by 
the Naders, Fondas, Gil inskys ,  
Bradfords, et a l .  

Fremont Felix , an engineering 
consultant for the Gibbs & Hil l  
engineering construction firm ,  has 
completed a 4 1 -nation comparison 
over the 1 972 to 1 978 period, that 
emphasizes, "electricity growth is,  
practically by itself, the ' locomo­
tive' of  GNP growth ."  

Felix stresses that "to  those who 
would write off growth in electricity 
use as a luxury to be dispensed with, 
this a powerful reminder that what­
ever l imitation i s  placed on elec­
tricity growth will amputate eco­
nomic growth correspondingly." 

As we are forced to contemplate 
an increasing l ikelihood of a M id­
east oi l embargo , i t  i s  useful  to re­
member that nuclear-generated 
electricity is more immune to sup­
ply disruptions.  S ince one nuclear 
plant is  roughly equivalent to a 
giant 500-mil l ion-barrel oil field, 
the addition of only the 33 nearly 
completed nuclear plants will pro­
vide a substantial counter to oil 
price inflation-700 percent over 
the last seven years . Over the past 2 
decades, the cost of burning oil for 
a uti l ity has increased about 1 ,000 
percent . The cost of nuclear genera­
tion has remained essential ly con­
stant from 1 960 to 1 979, on a con­
stant dol lar basis .  Thus, the capital 
construction cost of  building nucle­
ar facil ities is made much more rea­
sonable. 

Appointing Palladino and Rob­
erts can give the administration an 
extraordinary opportunity to re­
verse one of the world's most costly 
blunders . The N RC has become a 
regulatory n ightmare whose only 
purpose, as certain anti-energy ad­
vocates around the Natural Re­
sources Defense Council will admit, 
has been to prevent electric power 
growth . Since at least three of the 
five commissioners will end up 
being Reagan appointees, i f  the 
well-respected Dr.  Palladino 
doesn't  shrink from the head­
knocking and firm public educa­
tion job that is urgently required, he 
will have made a profound contri­
bution to the future of the United 
States . 
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