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From the Editor 

T he world is in a countdown to strategic disaster. The danger 
involves an insane military posture being broadcast by the U.S. 
Defense Department and an economic policy designed to provoke 
financial collapse and leave much of the U.S. industrial capacity in 
rubble over the coming period. 

We zero in on two key events of the last week which demonstrate 
how economic and military brinksmanship is being practiced by 
forces within the Reagan administration: the Defense Department 
leaks that signaled a return to Schlesinger's "aura-of-power" first­
strike limited nuclear warfare doctrine, and Reagan's personal capit­
ulation to one-worldist and Malthusian policies at the Ottawa summit. 

EIR founder Lyndon LaRouche and Editor-in-Chief Criton Zoak­
os define the crucial issue of the strategic dilemma in our Special 
Report. We conclude that U.S. military inferiority to the Soviets will 
increase if the Trilateral Commission and the forces that dominated 
the Ottawa summit have their way. The "one-worldists" consolidated 
power there as the central banks of the major Western industrial 
nations were given the authorization to override their national gov­
ernments on behalf of depression-inducing policies dictated by the 
Bank for International Settlements, the International Monetary 
Fund, and the Organization for Economic Cooperation and Devel­
opment. 

And all the heads of state made an official expression of "deep 
concern about the implications of world population growth," a 
Malthusian formulation that backs the essential premises of Carter's 
genocidal Global 2000 Report. 

I'd also like to point out a special feature that leads our National 
Section. We excerpt from a National Democratic Policy Committee 
document by LaRouche which warns of the continuing threat against 
President Reagan by the Trilateral Commission. He details exactly 
what the Trilateral Commission is out to achieve, and shows why 
Reagan still potentially stands in the way of their goals. 
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Group of Seven hands over 

policy to the central banks 
by David Goldman 

Exactly those issues which the Ottawa summit should 
have resolved were taken in hand by the central banks of 
the summit countries before the final communique was 
distributed, to such an extent that the events at M onte­
bello lodge distracted world attention from the real exer­
cise of economic power in the West. The American , West 
German, and I talian central banks instituted qualitatively 
new measures which further tie the arms of elected gov­
ernments, and open a direct path to the worst-case 
economic scenario the summit was to have avoided. 

West German Chancellor Helmut Schmidt, with 
characteristic bluntness, was the only world leader to tell 
the press the important story: that the governments 
would have to step back from the markets, reducing their 
outlays, "in order to give the central banks more maneu­
vering room ." 

Apart from this, the  noteworthy developments came 
from Washington,  Frankfurt, and Rome. 

That American interest rates moved upward toward 
possible new record levels at the same moment that the 
economy was perceived to have fallen into recession 
should have been the big financial story of the year, at 
least by the standards of the American financial press . 
This conj uncture overthrows the banal game of percep­
tions that proj ected a fall in interest-rate levels once 
economic activity "cooled off," that is ,  a repeat of the 
events of the second quarter of 1980. Now the "expecta-
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tions" of interest-rate declines have evaporated-witness 
the miserable performance of the stock and bond mar­
kets-as rapidly as "expectations" of economic recovery 
or even benign stagnation. The fall in real final sales 
during the second quarter combined with heavy, invol­
untary inventory accumulation means that an even steep­
er fall is preprogrammed for the third quarter (see Do­
mestic Credit) . 

Despite admissions from a variety of established 
financial pundits that continued high interest rates will 
bring about major bankruptcies by the end of the year, 
Federal Reserve Chairman Paul Volcker informed the 
House Banking Commitee July 21 that the Federal Re­
serve will not only stick to its present course setting, but 
reduce by another half-percentage point its monetary 
growth targets for the last quarter of 1981 through the 
last quarter of 1982. Federal funds, the most important 
indicator of short-term interest rates, were trading solidly 
above 20 percent as of July 23, or about two percentage 
points higher than the mid-July levels .  

The S&L question . 
By this action,  Volcker has thrown the United States 

into an unpredictable period of crisis. Real trouble will 
emerge by the end of the third quarter, as Federal 
Home Loan Bank Board Chairman Richard Pratt in­
dicated in a July 16 request to the Federal Reserve for an 
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open discount window for the savings and loan associ­
ations.  

Pratt estimates their cash needs, assuming continued 
high interest rates, at between $45 and $50 billion , while 
Commerce Department Deputy Secretary Joseph 
Wright, a former Citibank executive, spoke earlier the 
same week of a $75 to $80 billion "bailout . "  Volcker 's  
first choice, l ike  Joseph Wright's,  would be to open the 
S&Ls to interstate and interindustry takeovers, Le . ,  
buyouts b y  the commercial banks, in  the manner of  
Chase M anhattan's $ 1 25 million "option to  buy" the 
near-defunct Equibank of Pittsburgh, should banking 
regulations ch ange to permit this. 

Short of such takeovers , Federal Reserve officials 
report, Volcker has already told the Federal Home 
Loan Bank Board (FHLBB) that the discount window 
wil l ,  in fact, be open to the S&Ls, which opens the way 
to a monetary inflation such as the United States has 
never seen . 

I t  is futile to attempt to guess what the Federal 
Reserve chairman will actually do. People to whom he 
looks for advice, like the "Group of 30" (the organiza­
tion chaired by former I M F  M anaging Director Johan­
nes Witteveen),  have been debating the manageability 
of a classical credit squeeze for more than a year without 
reaching a conclusion . Better put, the individuals re­
sponsible for the irresponsible policies of the Federal 
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Reserve and other central banks d o  n o t  have the 
qualities of j udgment required to manage a crisis of the 
magnitude that Volcker has set in m otion, or they never 
would have advocated the actions that brought us this 
far.  

Concludes Princeton U niversity economist Peter 
Kenen , chairman of the Group of 30' s academic panel, 
" Someone' s going to have to pri nt a lot of money . "  

Bank of Italy moves 
I n  Europe, the Italian central bank took actions 

considerably more gruesome than anything the Fed has 
yet attempted . Starting July 20, the Bank of Italy shut 
its discount window to Treasury paper, which under­
mines the basic operations of the Italian banking sys­
tem . Bank loans already cost an effective 30 percent. 
Now the banks' own cost of funds is certain to rise 
sharply, because their only recourse for refinancing is  to 
sell their holdings of Treasury bills on the o pen m arket, 

, instead of to the central ban k .  
The Bank of Italy's  maneuver came a week after the 

Italian stock exchange underwent a "Black Thursday" 
type of crash , and the first government-directed closure 
of the stock exchange since 1 9 1 7 .  With the accession of 
the first non-Christian Democratic government in Italy 
since the World War I I  under Prime Minister Giovanni 
Spadolini ,  the central bank's action demonstrates what 
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a new and ugly set of rules of the game are in force. 
Meanwhile, the first action of the Spadolini govern­

ment will apparently be to cut the rate of Italian 
government spending back to its target range of  slightly 
over $3 1 billion per year, after monthly averages this 
year ranged upward toward $42 billion, which implies a 
staggering cut in social services and support for munic­
ipalities beyond anything that U .S .  Budget Director 
David Stockman has imagined . 

Finally, Spadolini has scheduled negotiations with 
the employers and the trade unions for the purpose of 
dealing with what the government calls "the second 
central problem in fighting inflation, the reduction of 
labor costs." 

Pressing an incomes policy 
A reduction in labor costs is also the subject of the 

recent pronouncements of the West German Bundes­
bank.  Its central council attacked the results of the most 
recent round of wage negotiations, "which endanger 
price stability," as well as "the unexpected expansionary 
effects of the public budgets." These remarks, whose 
political weight is evident from Chancellor Schmidt's  
aggrieved statement after the Ottawa meetings, came in 
the context of an announcement that the Bundesbank 
would steer its monetary course toward the extreme 
lower limit of its targets for money-supply expansion .  

A handful of· commentators hope that a more 
straightforward approach toward the suppression of 
incomes (through reduced wages and transfer pay­
ments) might take the edge off the crisis which the 
central banks have unleashed . 

In the back of the central bankers' minds, there 
appears to be a witting intent to force a crisis to achieve 
precisely this result . In its annual World Economic 
Outlook. dated July 19 ,  the International Monetary 
Fund has the following to say: 

Another aspect of the solution lies in the use of 
incomes policy to support, or complement, sound 
fiscal and monetary policies . Incomes policy is 
now frequently identified with the setting of wages 
and prices through controls or other administra­
tive means, often without a supporting program 
of restraint on aggregate demand .  Several experi­
ences along these lines in the mid- 1 970s failed, 
bringing incomes policy into a certain disrepute. 
There are, however, more flexible forms of in­
comes policy-varying among countries accord­
ing to their political and social environment-that 
may contribute to the fight against stagflation. In 
a few European countries, for example, the au­
thorities have been directly involved with industry 
and labor in a process of negotiation in which 
efforts are made to relate the growth of real wages 
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to the average economy-wide gain in productivity. 

Although a few pundits, e .g. the editors of the New 
York Times in a July 1 9  editorial, seem to believe that 
this sort of game will avert an interest rate-induced 
credit crisis ,  the appropriate reference for "incomes 
policy" of this sort is the Thatcher disaster in Great 
Britain. The most important economic action of the 
government following last month's rioting in major 
cities was to announce a cut in unemployment benefits 
for laid-off workers to $7 1 per week from over $ 100 per 
week, effective Jan . 1 ,  1 982. 

No such action has been taken by any British 
government since William Pitt the Younger commis­
sioned Malthus's Essay on Population in 1 798 as a 
justification for eliminating poor relief. 

Thatcher, of course, wants to save about $600 
million in a budget that has grown by 50 percent over 
the Treasury's projections, due to loss of revenues and 
higher unemployment payments . Unemployment has 
doubled in Great Britain since Thatcher took office to 3 
million, or 1 1 .8 percent of the workforce. The magni­
tudes of income reductions required in Great Britain 
now, and other countries subject to a monetarist regime 
momentarily, is past what could merge from the type of 
negotiations the Internaional Monetary Fund alludes 
to . Those who propose to take the edge off the crisis 
through officially sponsored reduction of incomes are 
in fact proposing to force such income reductions by 
springing a crisis. 

Crisis of competence 
No one is more aware than the central banks 

themselves of the unpredictability of the consequences 
of their actions. A source close to the New York Federal 
Reserve Bank's top management says, "At the Board of 
Governors in Washington, the staff are fighting the last 
war-they know what to do if there' s another Herstatt 
[the West German bank that folded in July 1 974] but 
not how to handle what's coming up . At the New York 
Fed bank the staff is a lot smarter-and they're just 
sitting there chewing their fingernails ." 

Below we discuss in more detail the lacunae in the 
crisis-management procedures of the central banks (see 
International Credit) . What is especially telling, h9W­
ever, about the confidence with which the managers of 
the present international monetary system are entering 
a period of crisis is reported by EIR's gold columnist, 
Montresor, in this issue. The statistical evidence dem­
onstrates overwhelmingly that old European money is 
hoarding as much gold as it can get hold of, to the 
extent of shaking out the gold hoards of the developing 
sector for reimport and melting down into bullion in 
Europe. The supposed crisis managers have already 
voted "no confidence" with their own money .  
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Interview 

Norman Ture muses about an 

industrial recovery under Reagan 
Dr. Norman Ture. interviewed below by EIR's Stanley 
Ezrol on July 6. is the Treasury Department's Under­
secretary for Tax Policy. A disciple of Milton Friedman. 
he prides himself on being one of the most eloquent spokes­
men for "supply-side" economics in the Reagan adminis­
tration. 

In his first speech as a Treasury official. at the Feb. 26-
29 National Governors Conference. he proposed a policy of 
steering tax benefits. and thus capital. away from "older 
plants located in the steel. auto. and rubber" sectors. 
toward "newer" industrial sectors. In the interview ex­
cerpted here. he expresses a different emphasis. This may 
reflect the outrage engendered among industrial-belt 
spokesmen by his earlier remarks. 

Q: Could you start by giving us your view of how the 
tax policy supported by the administration will lead to 
economic recovery? . 
Ture : The economy has been suffering from a combina­
tion of bad economic policies, primarily those that pre­
ceded the current alignment, and it's going to take a 
considerable change in structure of public policy, not for 
the economy to recover in the usual cyclical sense, but to 
recover its sense of direction, vigor, forward thrust . 

The question now is, "What' s the tax program got to 
do with this?" Our perception is that a substantial part of 
the explanation for the deteriorating state of the econo­
my is to be found in the tax system that was really biased 
to begin with and becomes more biased with every 
passing year, against savings and investment, against 
work, against the kinds of activity that promote advances 
in productivity, risk-taking, innovation,  and so forth: the 
kinds of activity upon which economic progress rests. 

The descriptors of that would be found in higher 
rates of increase of real output, positive and significant 
changes in productivity, significant gains in real wage 
rates, significant gains in employment . We would see 
much larger additions to the inventories of new products, 
new production processes . Probably the most difficult 
thing, but perhaps the most"important, is what all of us 
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would have: we'd  see a lot of zest. 

Q: Do you see any change in the profile of American 
industry? 
Ture : The administration's economic program is fo­
cused on the long run . It's not a short-run, fine-tuning 
program, so it's appropriate to ask what's going to 
happen to the complexion of industry. With that in mind, 
I think what we aspire to, and expect to realize, is some 
reversal of the deindustrialization of the U.S .  economy 
that has been going on for the last decade or longer. 

We expect to see that a larger fraction of employment 
will be in manufacturing and goods-producing indus­
tries, and, without specifying particular types of activity, 
we expect to see, by virtue of more rapid productivity 
advances, a redrawing back into manufacturing employ­
ment. We expect to see an increase in R&D activity and 
technological activity flowing therefrom, and that's the 
most difficult thing for anybody to predict. . . . But I 
think you ought to expect a lot more impetus for indus­
trial expansion geared to new products, new industries. 

Q: So you think this trend toward a service-oriented 
economy should be reversed? 
Ture: I don't offer that as a normative judgment. I 
simply say that when you observe bad policy, and infla­
tion as the prime mover in that direction, you can't 
applaud it . You can't even take a neutral attitude. 

Q: It has been argued that a combination of a tight 
monetary policy and an across-the-board tax cut will 
tend to benefit those industries which have been doing 
well and will tend not to benefit those industries which 
have not been doing well .  
Ture : Well, what you've got to look at is one of the 
leading industries in this country, which is not doing 
well :  the thrift industry . The thrift industry will benefit 
enormously from the results of the tight-money policy. 
The results of a tight-money policy will be a substantial 
decline in the yield structure, the level of interest. They 
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Dr. Norman Ture 

will benefit substantially less, obviously, from the tax 
reductions and revisions that we have proposed, insofar 
as they tend to alter the flow of savings away from strictly 
financial into real-capital formation .  Concomitant with 
this should be a revival of the housing industry which has 
been in considerable straits. I don't think that charJlcter­
ization of the outcome of the policies is accurate. All  
industries wil l  benefit from the reduction o f  interest rates, 
which is the natural outcome of  a tight-money policy. 
And the economy as a whole will benefit from the tax 
relief. I ' m  sure not everybody will benefit equally.  I t ' s  
very difficult to pick out those who will  benefit more 
than others . I think that small businesses are going to be 
among the principal beneficiaries of  the tax cut. 

We have had it drummed into our heads for years 
past, and it's the most mischievous sort of thing that one 
can envision that the benefits from this, that, or the other 
kind of fiscal program are to be found in the changes in 
liabilities, or the changes in advantages that come float­
ing into your pocket. Well ,  I think that' s as wrong as you 
can be. The ultimate benefits from any kind of tax 
revision are to be found as a result of  changes in the level 
or composition of economic activity that result there­
from .  

The fact that a loss company will n o t  have a reduction 
in its  taxes, doesn 't  mean that that company will  not 
benefit enormously from the tax program if, as a result 
of that tax program , that loss company finds that it has a 
bigger market, has a more productive market, than it 
had before. 

It's very difficult to use the tax system to provide 
relief for people who are not paying taxes. Very difficult.  
If you're not on the tax rolls it's very difficult to use the 
tax system to help you .  

Q: Some critics of a tax cut a t  this time claim that i t  
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might counter some o f  the efforts that have been made in 
other areas to l imit the growth of  the monetary supply . 
Ture: Well , the administration can' t  do anything about 
the money supply. It's a matter over which the Federal 
Reserve has j u risdiction and contro l .  All the administra­
tion can do is consult with, urge upon, o ffer aid and 
succor to the Fed in pursuit of slow steady growth in the 
monetary aggregates . 

You can have a slow steady growth in the monetary 
aggregates with the tax cuts. You can have a slow, steady 
growth in the monetary aggregates without the tax cuts. 
There simply is not any necessary connection . 

Q: What do you see as the time frame in which the 
economic policies of  the Reagan administration will 
bring about a regime of  low interest rates, below 10 
percent, let 's  say? 
Ture: I think interest rates will  decline and decline sub­
stantially and swiftly when participants in our financial 
markets are convinced that inflation rates will decline. 
Participants in our fi nancial markets will be convinced of 
that when, in turn, they are convinced that the monetary 
authorities will hold firmly to a policy of slow and steady 
growth in the size of the monetary aggregates . 

Q: You're saying that there's  nothing the administration 
can directly do? 
Ture: I think that an independent monetary authority 
will continue the policy it seems to have been pursuing 
over the last several weeks,  because if  they do that, 
sooner or later, we've got inflation under control .  But I 
think that one has to be more or less continually con­
cerned about locating more and more authority in the 
federal government, particularly in the executive branch. 
And I think it 's  clear that one of  the maj or thrusts of this 
admin istration is to reduce that authority, not to aug­
ment it. 

Q: There are two terms which have been used a lot lately 
to describe economic theories: monetarism and supply­
side. Both of them seem to have merged in this adminis­
tration.  
Ture: Well ,  they're not at odds . They're both derived 
from the same neoclassical set of propositions.  Supply­
side says that instead of examining fiscal changes or any 
other kinds of public policy changes, for that matter, in 
terms of what it does to people's disposable income, the 
appropriate way to look at it is in terms of  what it does to 
the relative cost that's involved, because that' s the way 
public po licy can affect the nation .  A tax cut , for exam­
ple, doesn't  in and of itself increase anybody's income. 
It  is only by virtue of  the fact that the tax may make it 
more or less attractive for people to work and save, and 
do things that expand the supplies and productivity of 
production .  That 's  perfectly consistent with monetarism . 
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Domestic Credit by Richard Freeman 

Tracking the money supply 

Volcker's license for unproductive C&! loans bulges M loB, a 
pretext for further rate hikes. 

The huge leap of MI-B money 
supply of $6.9 billion for the week 
ending July 8 not only ends a period 
of very slow MI-B money supply 
growth of 1 .9 percent for the last 
three months, but raises the possi­
bility of a new interval of burgeon­
ing money supply growth. 

As Ben Laden, chief economist 
of T. Rowe Price Associates, told 
EIR. "If $3 to $4 billion of that 
money supply increases washes out 
of the banking system during the 
month of July, then there is no 
problem. But if  it remains, this 
could spell difficulties." Laden 
foresees that the money supply 
could grow even if real business 
activity weakens, because a large 
amount of business borrowing in 
the economy is going to takeovers 
and mergers, involuntary inventory 
buildup and debt refinancing. In 
last week's column I showed that 
investment in waste, speculation, 
and overhead expenses increased by 
at least $ 1 8  to $20 billion in the 
second quarter; the amount of cred­
it extended to productive industrial 
investment, as well as agriculture 
and transportation, was negative. 

Eventually, such nonproductive 
expenditures can swell currency in 
circulation as well as bank deposits, 
or MI-B, and will definitely in­
crease checking accounts, which 
are included in M 2-B. In fact, over 
the recent period, while M 1 -B was 
barely moving, M 2-B was rising 
above its target range set by the 
V oicker Federal Reserve Board of 
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2 . 5  to 5.5 percent. 
Ultimately, the behavior of M 1 -

B ,  M2-B,  and s o  forth i s  a n  eco­
nomic consideration of only fi fth­
or sixth-rate importance. Nonethe­
less, because Federal Reserve 
Board Chairman Paul Volcker is 
attempting to manage the economy 
by manipUlating money supply, the 
money supply acquires importance. 

Volcker told the H o use Bank­
ing Committee in his July 22 mid­
year economic review report that he 
plans to keep interest rates right 
where they are. This policy has re­
sulted so far in 1 98 1  in  bringing the 
9 1  U.S Treasury bill rate at 1 4.58 
percent,  more than 3.5 percentage 
points above where the Reagan ad­
ministration estimated it would be. 
Specifically, Voicker said that he 
wants the MI-B money supply 
growth range held to the lower end 
of the 3.5 to 6.5 percent growth 
target band for the remainder of 
1 98 1 ,  and lowered to 2.5 to 5.5 per­
cent in 1 982. 

Volcker added that this policy 
would throw unemployment to 8 
percent and beyond in 1 982. He 
then intoned that  to break inflation,  
labor contracts must be broken (a 
false assumption which opens a 
yawning pitfall for President Rea­
gan). 

Sam N akagama, chief econo­
mist for Kidder, Peabody, told EIR 
July 22, "The high interest rates 
have created quite a problem for the 
economy. We had better have an 
upturn in the economy in the fourth 

quarter or we' re in trouble. The 
slowdown in housing has been 
sharp. If there is not an upturn , 
after so many months of bad hous­
ing figures, there will be big failures 
in the S&Ls, bigger than some ex­
pect. And if auto sales do not pick 
up by the fourth quarter, one com­
pany may not be around and there 
will be plenty of trouble in Detroit. 

"What is highly unusual are the 
capital spending figures. The ma­
chine-tool orders are down, "  Nak­
agama continued, referring to the 
47 percent drop in  machine tool 
orders in M ay compared to May of 
1 980. "This  should not be happen­
ing in a Republican administra­
tion," N akagama said. "In Repub­
lican administrations,  capital 
spending should be up, but interest 
rates are stopping that." 

For the second quarter of this 
year, GNP in constant dollars was 
down 1 .9 percen t; even here, there is 
more than meets the eye. In  the 
second quarter, final sales rose in 
current dollars from $2.848 trillion 
to $2.860 tril l ion, but in constant 
dollars, actually fell  by 4.8 percent. 
The difference is accounted for by 
the fact that in current dollars, cor­
porations added over $20 billion in 
unwanted inventories in  the second 
quarter. These inventories must 
come out of third-quarter produc­
tion and sales levels ,  foreboding 
continued negative economic 
growth. 

If  MI-B and M2-B continue to 
grow, Volcker has indicated by his 
July 22 testimony that he will  not 
move against nonproductive lend­
ing for mergers and acquisitions 
but will pull in the availability of 
credit. The marginal, purely ideo­
logical consideration of m oney 
supply will push the economy to­
ward outright disaster. 
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International Credit by Renee Sigerson 

Central banks send out alarm signals 

More crisis management means more crisis, the Western 
central bankers reason. 

I nternational Monetary Fund 
Managing Director Jacques de La­
rosiere projected a $ 1 00  billion cur­
rent account deficit for the world's 
poorest countries in a speech last 
month, confirming an estimate first 
made in EIR. The IMF, the official 
arbiter in such matters, has, in ef­
fect, sent out a danger signal by 
issuing an estimate of Third World 
financing requirements double the 
actual figure for 1 980, and substan­
tially higher than the standard 
commercial-bank estimates. 

The IMF's parallel regulatory 
center, the Basel-based Bank for 
International Settlements, issued a 
similar danger signal in its just­
published review of second-half 
1 980 lending patterns. According 
to the BIS, fully two-thirds of inter­
national bank lending in the second 
half of 1980 was short-term, against 
only 50 percent short-term during 
the preceding two years. Latin 
America took $23 . 1 billion, 62 per­
cent at a maturity of less than a 
year, and Asia took $6.2 billion, 77 
percent at short term. 

Judging by first-half 198 1 lend­
ing rates, the lending explosion on 
the short-term side has kept up, if 
only because commercial banks 
have no choice but to refinance the 
interest due them from Third 
World borrowers who cannot pay it 
without borrowing more. IMF Di­
rector de Larosiere' s warning of a 
$ 1 00  billion payments deficit for 
these countries in 1 98 1  is ,  in effect, a 
warning. 
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Making the best of a bad situa­
tion, the commercial banks them­
selves have insisted that the current 
rate of lending to refinance bad 
paper is no problem. "The ability 
and efficiency with which the Euro­
currency markets adapt to chang­
ing financial conditions can be just 
as impressive in times of seemingly 
little stress as during times of 
crisis," writes Chase economist 
Bluford Putnam in the July 20 issue 
of the bank's International Finance 
newsletter. "The imposition of 
credit controls in the United States 
in the spring of 1 980 caused 'tight' 
monetary conditions in the classic 
sense, as some market participants 
were denied sources of credit. ... 
But such tightness failed to carry 
over to the Euromarkets because 
such rationing of credit requires 
regulations that cannot be imposed 
on the Euromarkets." 

The West German banks dis­
play no such optimism; in a recent 
pronouncement West Germany' s 
Commerzbank, one of the big 
three, says that the Euromarkets 
"have reached the limit of expan­
sion," warning that the private 
banks cannot continue handling 
the growing developing-sector def­
icit. 

Former British central banker 
Lord Cromer, Italian central bank­
er Giovanni Magnifico, and a for­
mer chief adviser to Prime Minister 
Harold Wilson, Lord Lever, are cir­
culating a plan for an international 
mechanism among governments 

and central banks to handle poten­
tial crises of country or commer­
cial-bank default in the Eurocur­
rency market, as a prelude to the 
creation of a "new international 
bank." The plan emerged publicly 
in articles by Lord Lever in the 
London Times July 1 5 and 1 6. 

However, Federal Reserve offi­
cials warn that an open effort to 
install a crisis management mecha­
nism with real operational powers 
might trigger an uncontrollable sit­
uation. The Catch-22 of central 
banking, an official.said, is that if 
banks are told that everything is in 
control, they will go out of contro!' 
. "Once there are written rules as to 
how a bank may draw on central 
bank resources, the banks are much 
more likely to engage in irresponsi­
ble lending practices," that is, get 
themselves deeper into the mess ! 

For that reason,  the Fed con­
cludes that there is an "overwhelm­
ing case" against a formal interna­
tional crisis management setup. At 
present the monthly meetings of 
central bankers at the headquarters 
of the Bank for International Set­
tlements in Basel are limited to dis­
cussions and suggestions, "where 
horror stories are put on the table." 

However, under existing ar­
rangements, the BIS, including the 
regulatory club, or "Cooke Com­
mittee," has no real operational 
powers or firm commitments for 
action-and the possibility always 
remains that one central bank could 
decide to break ranks. The Bundes­
bank is already considering sepa­
rate exchange controls "to isolate 
West Germany from the worst ef­
fects of a dollar blowout," says a 
high-level Bundesbank source. 

The story appears to be that 
central bankers talk a crisis better 
than they could manage one. 
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Gold by Montresor 

Those who know, accumulate 

In spite o/the gold price drop, certain private gold holdings are 
growing quietly. 

I t would appear that the more 
loudly the oldest banks of Italy and 
Switzerland predict a bottomless 
fal l  in the gold price, the more of the 
yellow metal they accumulate. 

After some weeks of noting the 
gold advice of the Freemasonic 
banks such as the Union Bank of 
Switzerland and Italy's Banca 
Commerciale Italiana, who have 
persisted in making much ado of 
the small amounts of  gold they have 
sold, I decided to investigate the 
facts of the matter. These venerable 
institutions have, it i s  true, of late 
been implicated in Italy's  Propa­
ganda 2 Freemasonic lodge scan­
dal, yet that was not in itself suffi­
cient to cause me doubt on their 
continued assertions that new 
plummets in the price of gold are 
yet before us. 

Actual numbers on the secretive 
movement of world gold holdings 
are hard to obtain ,  but by close 
examination I was able to deter­
mine what has happened to the size 
of private European ownership of 
gold, which is almost entirely con­
centrated in the hands of the Vene­
tian and British families who con­
trol the banks in question. 

During the span of the 1 970s,  it 
has commonly been remarked that 
large net volumes of gold have 
made their way out of the maj or 
European gold trading centers in 
ZUrich and London , and into the 
jewelry factories of Italy, famed for 
their ancient craft. From Rome, 
Milan , and Siena, during each of 
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the past 1 0  years , fabricated jewel­
ry, to the extent of some 370 tons 
per year, or more than one-third of 
the world's  annual gold produc­
tion,  has been exported, net, into 
the developing sector n ations. 
These were principally the oil-ex­
porting countries, and Asia,  wher 
gold investment takes the form of  
jewelry purchases. 

It appears, however, that in the 
course of 1 980 and 1 98 1 ,  this sub­
stantial flow has been reversed, and 
that the same quantities of gold 
formerly accumulated points east 
of Suez are now being accumulated 
by private European holders. 

The severe credit contraction 
policy of the American central bank 
chairman, M r. Paul Volcker, is the 
policy of the Basel-based Bank for 
International Settlements and the 
Italian oligarchy, which controls 
the l atter institution. M r. Volcker' s 
interest rates , it n ow appears, h ave 
not only made it extremely expen­
sive for the small American holder 
of gold to contin ue to finance his 
investments, and has forced so 
many private investors on this side 
of the Atlantic to abandon their 
gold plans; that policy, which has 
caused extreme economic hardship 
in the developing sector, has also 
forced a large-scale offloading by 
these gold consumers of their own 
holdings. Developing sector im­
ports of gold ,  mainly in  the form of 
jewelry, stood at 488 tons in 1 97 8 ,  at 
/263 tons in 1 979,  and in 1 980 fell 
below zero to a net sale to the m ar-

ket of 1 3 1  tons. Furthermore, de­
mand for gold bullion in the devel­
oping sector dropped from 1 72 tons 
in 1 979 to a mere 2.5 in 1 980. These 
sales continue this year. As a result, 
the total accumulation of gold in 
the West fell from 1 ,704 tons in 
1 979,  to 803 tons,  or by more than 
half. 

Nevertheless, in spite of all of 
this, private gold investment by in­
dividuals in  Western Europe during 
the same time period increased sub­
stantially, from 2 1 6  tons in 1 979 to 
280 tons in 1 980-increased, that is ,  
by more than the absolute rise in  the 
official foreign exchange reserves 
of all the Western nations, or by 
some $3 billion at today's low $400 
price. 

According to my investigations, 
it is  the oldest families of Europe 
whose private hoards have benefit­
ed from this movement, and who 
expect a dollar crisis and a rise in 
the price of gold later this year. It i s  
they who have not only encouraged 
M r. Volcker's credit policy, but 
who control the Italian and Swiss 
banks which loudly proclaim that 
no bottom exists to the gold price. 

For example: the Banca Com­
merciale Italiana. This bank, inves­
tigations show, is the commerciiil 
arm of the Assicurazioni Generali 
di Venezia, perhaps the most im­
portant financial institution in  Ita­
ly. On its directorate and those of 
the companies it  controls, are the 
Luzzattos, the Medicis, the Dorias, 
the Giustinianis, and also compara­
tively parvenu English and French 
families, including those of  Baron 
Elie de Rothschild,  Baron Leon 
Lambert, members of the board of 
London's  N. M .  Rothschild ,  and 
Holland's Pierson,  Heldrin, and 
Pierson. 

They now hold the gold. 
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Agriculture by Susan B. Cohen 

U.S.-Soviet farm trade at standstill 

After losing his fight on the embargo, Haig still wants control 
of grain exports. 

In early June u.s. Department of 
Agriculture officials conferred with 
representatives of the Soviet U nion 
in  London, the first such conference 
since President Reagan defied the 
wishes of his secretary of state and 
abolished the embargo on grain 
sales to the Soviet Union. Under­
secretary for International Affairs 
and Commodity Programs Seeley 
Lodwick happily reported the Sovi­
ets to be open and amiable, and 
Secretary of Agriculture Block ex­
pressed his optimism for expanded 
U.S. sales and a new long-term 
trade agreement to replace the five­
year pact expiring in September. 

Nearly two months later noth­
ing further has happened. For the 

. past several weeks it  has been relia­
bly rumored in Washington that 
Block's communication to the So­
viets l isting suggested dates , possi­
ble sites , and a framework for the 
talks has been embargoed by the 
State Department. 

State has been reviewing the 
five-year agreement, and wants. to 
delete Article II, a vaguely worded 
assurance that supplies would not 
be cut off due to political unrest, 
and a section which State reads as a 
prohibition of future embargoes. 

At recent testimony before the 
Senate Finance Subcommittee on 
International Trade, Block admit­
ted that the administration is feud­
ing over embargo policy. Block 
himself has endorsed a bill in the 
Senate that would outlaw the impo­
sition of selective embargoes on 
food products without legislative 
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approval. Both Commerce and 
State have stated their opposition 
to the measure. 

Asked during the hearings to 
elaborate on the relationship be­
tween USDA and the State Depart­
ment on trade m atters , Block said 
the final decision falls i n  the hands 
of the President. But, he insisted, 
"In no case have I h ad an issue I felt 
strongly about that I have not h ad 
an adequate opportunity to voice 
my opinion . "  

Block's victory over H aig o n  the 
h ard-fought issue of the grain em­
bargo did not quiet fears that Block 
would be unable to prevent H aig 
from seizing control of  farm trade 
policy. These fears came to the sur­
face again in June when the secre­
tary of state convinced President 
Reagan,  over Block's objections, to 
refuse to sell government stockpiles 
of  surplus butter to the Soviet 
Union. 

H aig used the same argument 
he had leveled against lifting the 
embargo: it would "give the wrong 
signal" to the Soviets. But the 
buildup of dairy stocks in govern­
ment warehouses has hurt the in­
dustry ,  giving free-market oppo­
nents of  the dairy program the 
chance to attack it. 

While State has put the clamps 
on USDA, the Soviets have pro­
ceeded to make agreements with 
one more new . long-term supply 
partner after another. Since the em­
bargo was l ifted, they have not 
bought one single b ushel of grain 
from the U.S., and Canadian and 

Argentine agreements will more 
than take them through September .. 
As of a week ago ,  the Canadian 
Wheat Board had sold more than 2 
million tons of wheat and barley to 
the Soviets under the five-year 
agreemen t signed in M ay. 

The m ost recent development is 
the conclusion of a new long-term 
agreement between the Soviets and 
Brazil. Brazil pledged to sell a mini­
mum of 500,000 tons of soybeans, 
400,000 tons of soybean meal , and 
40,000 tons of soybean oil annually 
to the U.S.S.R. from 1 982 to 1 9 86. 
The Soviets in turn will provide 
20,000 barrels of crude oil  daily to 
Brazi l ,  or about 3 percent of the 
Brazilian import requirement. 

The agreement also calls for 
Brazil, to date a corn importer, to 
ship 2.5 million tons of corn to 
Russia beginning in 1 983. Recall 
that Brazi l 's  formidable soybean 
industry was built up by the 1 974 
U.S. embargo on soybeans exports 
to Japan-in the face of the embar­
go Japan went to Brazil with heavy 
investments in expanded soybean 
production to assure continued de­
velopment of its livestock industry. 

In its latest report on Soviet 
gra in needs,  USDA acknowledges 
that the Soviets have suffered a seri­
ous shortfall  and are likely to need 
upward of 38 million tons of grain 
over the next year. But, USDA 
adds, "Whether the Soviets resume 
their purchasing directly from the 
U.S., they will very likely meet their 
1 98 1 -8 2  import needs." So far the 
Soviets have kept mum, but USDA 
o fficials say their purchases from 
the U.S. could range all  the way 
from zero to 20 million tons. 

What happens now could mean 
everything to A merican wheat 
farmers now harvesting a record 
cro p with now here to sell all 0 f it. 
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World Trade by Mark Sonnenblick 

Cost 

NEW DEALS 

$5 bn. 

$300 mn. 

$120 mn. 
each way 

$48 mn. 

$30 mn. 

$20 mn. 

$130mn./ 
capital 

UPDATE 

Principals 

Brazil/ 
U.S.S.R. 

Brazil from 
U.S.S.R. 

Brazil/ 
U.S.S.R. 

U.S.S.R. from 
Brazil 

U.S.S.R. from 
Brazil 

U.S.S.R. from 
Brazil 

Brazil from 
U.S.S.R. 

Brazil from 
U.S.S.R. 

China/Japan 

Saudi Arabia 
from Japan 

Chile from 
U.S.A. 

Mexico from 
U.S.A. 

Thailand/ 
Belgium 

Spain/ 
Portugal 

EIR August 4, 1 98 1  

Project/Nature of Deal 

Brazilian Planning Minister Delfim Netto signed 6 
agreements during his mid-July visit to M oscow that 
provide for massive increase in bilateral trade during 
next 5 years and for eventual 3-way projects in countries 
such as Peru, Ethiopia, and Angola. 

Brazil will immediately double its take of Soviet crude 
to 20,000 bpd through end of 1982. 

Soviets get to provide 5 of 20 generators for I1ha 
Grande Dam ,  but 75% of each unit reserved for Brazil­
ian capital goods sector. For this order, Soviets agreed 
to buy Brazilian manufactures worth 100% of order. 

I mn. pairs of jeans from private Alpargatas textile 
giant; for September delivery. 

Grains: 900,000 tpy soy and soy meal from 1982 to 
1986; 40,000 tpy oils; 500,000 tpy corn from 1983 to 
1987; rice also possible. 

100,000 tpy bauxite 

Technology and financing for up to 15 wood alcohol 
plants using Soviet acid hydrolysis process. 

Technoexport will aid Sao Paulo state Paulipetro in oil 
prospecting. 

Seiko watches will be assembled in People's Republic 
by Hangzhou M unicipal Wristwatch M anufacturing 
Factory under new deal with Daini Seikosha Co. Chi­
nese will assemble automatic winding parts for 30,000 
watches per month. 

Jamee1 Shipping ordered two 40,OOO-ton bulk carriers 
from Tsuneishi Shipbuilding. 

Foote Mineral Co. of Exton, Pa. is  bQilding a lithium 
carbonate plant in Chile in j oint venture with state­
owned CORFO. 

Intel Corp. building assembly plant in Chihuahua. 

60,000 tpy zinc refinery will be built in Thailand. 
Ownership of Pha-Daeng Industry Co. is 30% Belgian; 
20% Thai govt.; 50% Thai private. 

Portugal is negotiating to become j unior partner in 
Spain's nuclear program. Deal includes 30% stake in 
Sayago plant near border and training of technicians. 

Comment 

Negotiations continuing 
at new Brazilian trade 
center in Moscow on 
long lists of products ap­
pended to accord. 

Specific sales in­
clude: 

Price: $35/barrel 

Previous agreement was 
only 30% counterpart 
manufactures. 

One of many private sec­
tor orders. 

Brazil, which imported 
corn for last 3 years, is 
upping plantings by 10% 
for Soviet demand. 

Brazil shifting alcohol 
focus from sugar cane to 
wood. 

Soviets helping break 
Petro bras onshore drill­
ing monopoly. 

Seiko watches will con­
tinue to be marked, 
"Made in Japan." 

Engineering, procure­
ment, construction by 
Fluor Mining (Pitts­
burgh). 

45% of zinc to be export­
ed to Southeast Asia. 

Spain will have first op­
tion on future Portu­
guese nuclear projects. 
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Science & Technology 

New lobbying push 
for MHD program 
by Marsha Freeman 

This spring, a potential users group of more than a dozen 
electric utility companies launched its first lobbying ef­
fort to save the u.s. program for developing magneto­
hydrodynamics (MHO), an advanced energy conversion 
process that promises to double the efficiency of all forms 
of energy production. 

As a result of the pressure, Congress restored $29 
million to the fiscal 1 982 MHO budget that had been cut 
by the Reagan administration. (This compares with a 
fiscal 1 98 1 budget of $66 million.) 

Now, industrial contractors involved in the program 
are preparing to form a complementary lobbying organ­
ization to promote MHO development, as this reporter 
learned at the 1 9th symposium on Engineering Aspects 
of Magnetohydrodynamics held at the University of 
Tennessee June 1 5- 1 7. 

The importance of this joint lobbying effort and of 
obtaining full support for the U.S. MHO development 
effort cannot be overstressed. MHO is an energy-conver­
sion process that converts the heat of combustion from 
fossil fuels, or from nuclear or fusion reactions, directly 
into electric power, with no moving parts. Under devel­
opment since the mid- 1 960s, the MHO process could 
potentially double the amount of electric power extracted 
from each pound of fuel. , 

In conventional electric energy production ,  the heat 
from combustion is used to produce steam from water. 
The steam operates a turbine made up of copper wires 
that generate electricity when rotated through a magnet­
ic field. In this conversion from thermal, to mechanical, 
to electric energy, using large rotating turbine genera­
tors, more than two-thirds of the original heat is lost. 

The MHO process, by contrast, is a direct conversion 
process that can use any electrically conducting working 
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fluid to produce electric power through the interaction 
of an ionized fluid and an external magnetic field. The 
hot, ionized gas produced in burning coal, for example, 
is accelerated through a magnetic field producing an 
electric current, bypassing the turbine stage and the loss 
of energy. 

Why so long? 
MHO is a relatively simple concept, yet it has 

required a long development process- 1 5  years so far. 
First, the relationship between the speed of the moving, 
hot gas, the strength of the magnetic field, and the 
temperature of the gas have to be delicately balanced to 
get the most efficient conversion. Second, a hot, coal 
gas is a very corrosive environment, because coal is a 
dirty fuel with ash, sulfur, and other impurities. There­
fore, new materials with an ability to withstand the 
MHO environment have had to be developed for the 
electrodes inside the channel. Results reported at the 
1 9th symposium indicate progress in this area, using 
very expensive platinum on parts of the electrodes to 
extend their useful life. 

The high magnetic fields needed for MHO devices 
require superconducting magnets, which do not lose 
power as conventional electromagnets do. These super­
conducting magnets are kept super-cold, near absolute 
zero , and are very delicate systems. They are also being 
developed for magnetic fusion devices. 

One of the problems discussed by the electrical 
engineers at the conference was the electric current that 
is captured and collected on the electrodes. There will 
be dozens of pairs of electrodes in commercial MHO 
generators, each with varying voltages. These separate 
voltages have to be "conditioned" into a coherent flow 
of current which can then be converted from direct to 
alternating current to be put into the utility power grid. 
Reports at the conference also indicated progress in 
designing electrical systems that can handle such a 
complicated configuration. 

Preliminary designs were also discussed for a first 
engineering test facility for MHO that would burn coal 
and produce a significant amount of electrical power­
at least 50 megawatts. At the present time, the largest 
coal-burning MHO experimental facilities in the United 
States are designed to produce 50 megawatts thermal 
energy, which will only be a few megawatts electric after 
MHO conversion. 

The conference hosts gave the participants a tour of 
the University of Tennessee Space Institute Coal Fired 
Flow Facility; when finished this facility will be a 
complete MHO coal plant on a small scale. Also toured 
was the High Performance Demonstration Experiment 
at the Arnold Engineering Development Center nearby, 
a facility designed not for long-duration experiments 
but for short experiments on scaled-up components, 
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such as coal combustors, magnets, and channels . 
In testimony before the Senate Committee on Ener­

gy and Natural Resources April 30, Dr. George Seikel , 
the manager of MHO Systems at the Lewis Research 
Center run by NASA, stated: "It is in the nation's long­
range economic interest to retain our international coal­
fired MHO leadership by maintaining a critical core of 
MHO support and participation of the utility industry, 
suppliers of equipment to that industry, research and 
development organizations specializing in energy R&D, 
and universities . . . .  Reassembly of  such a team and the 
necessary facility investment by industry and govern­
ment would be difficult and costly," if the program 
were temporarily halted due to budget constraints, he 
warned . 

"Although high in payoff potential," Seikel conti­
nued, "the long term and high risk of MHO R&D are 
such that government involvement will be required 
through 'proof-of-concept. '  MHO thus directly meets 
the OMB criteria for energy R&D support. An MHO 
Users Group has been formed and interest has  been 
expressed in supporting MHO demonstration plants if 
an adequate technology base is first established . "  

At  the 1 9th engineering symposium, Dr .  Heinz 
Pfeiffer, the keynote speaker, addressed directly this 
question of broader-based support for the MHO pro­
gram. Pfeiffer is the head of the utility users group 
formed after the threatened elimination of the MHO 
program, and he represents Pennsylvania Power and 
Light. He reported that more than a dozen electric 
utilities were involved in the potential users group that 
lobbied for the MHO program, but he chastised- the 
MHO researchers present for nouaking "the informa­
tion and potential value of MHO to decision-makers. " 

"At Pennsylvania Power and Light we are using the 
results from MHO coal-slagging studies now in our 
coal-burning plants," he said.  "This can be used by 
other utilities . Coal combustor development work in 
MHO can be applied in the electrical industry which 
already burns coal, and in the synthetic fuels, steel, and 
chemical industries . The applications today for MHO 
technology should be  brought out, in general . 

"If the transition team had known about these 
technical accomplishments in the program, the budget 
wouldn't have been zero," Pfeiffer concluded . 

One utility, Montana Power Company, has offered 
to donate land and a new conventional coal plant to be 
hooked up to an experimental MHO unit if the Depart­
ment of Energy comes up with the financing for the 
MHO generator. 

How soon the U.S. MHO program completes the 
research and development phase and goes on to build 
commercial power plants now depends largely on the 
amount of financial support that can be mobilized for 
the program. 
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Currency Rates 
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Business Briefs 

lJanking 

A mystery in 
the Bahamas 

Treasury officials are cO l1 ducting a study 
to determine why $4 bill ion worth of u . s .  
hundred-dollar bills has accum ulated i n  
the Bahamas.  " For s o m e  reason ,  they 
like hundred-dollar bills in the Bahamas. 
In Florida, all the extra cash is  ten-dollar 
bills .  We can't figure it out," a Treasury 
staffer involved in t he proj ect told EIR. 

Last year, the Treasury released a 
study showing that $ 3 . 6  billion in cash 
over and above normal ban king needs 
ended up in the Florida Federal Reserve 
district during 1 979.  The study'S  conclu­
sion was that the buildup of cash was 
related to Florida's reported $ 1 3  billion 
annual volume of illegal narcotics traffic. 

The B ahamas, according to well-in­
formed banking sources, are a wholesale 
money-laundering center for il legal drug 
revenues drawn from the Florida and 
other retail markets. 

Underground Economy 

Kattan and the 
Florida connection 

Newspapers in Bogota revealed this 
week that a "travel agen t" and "profes­
sional foreign exchange dealer" arrested 
earlier this year in Miami,  Florida hap­
pened to be the most important "laun­
derer" of drug monies for all of Latin 
America . Isaac Kattan was reportedly 
earning $ 1 00 million ann ually in clear 
profit on his drug m o n ey l a u n dering 
business until  U . S .  federal agents picked 
him up in February 1 98 1 .  

Kattan' s  arrest has j ust been made 
public, with a report in Newsweek as well 
as the Colombian press.  However. the 
long delay in repo rtage indicates that his 
arrest will  not be the occasion fo r a seri­
ous crackdown on the Florida-based n ar­
cotics- laundering indu stry, estimated at 
$80 billion annually. 

Florida became a prominent drug en-
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try-point in 1 976, at the time Colombia 
harvested a bum per marij uana crop,  and 
replaced Mexico as principal exporter 
after a paraquat-based crackdown on 
marij uana production there. The pro­
ceeds of Colom bia drug exports were 
being laundered in  Venezuela, which, as 
an oil-producer and large purchaser of 
U . S .  dollars, was able to cover up the 
actual so urce of the rein vested revenues. 
I n  turn, "the Venezuelans single-hand­
edly rescued Florida real estate ,"  accord­
ing t o  a N e w  Y o r k  b a n k e r ,  on t h e  
strength of Carter Democrat G o v .  Rob­
ert Graham 's "statewide banking dereg­
ulation ."  Graham was backed by the 
S o u t h e a s t  B a n k i n g  C o r p o r a t i o n  o f  
Lloyd Cutler, w h o  was chief counsel to 
President Carter; the Florida National 
Bank of Edward K. Ball,  who was lin ked 
to Billy Carter during the " Billygate" 
sca n d a l ;  a n d  t h e  B a r n e t t  B a n k s  o f  
Charles Zwick. a mil itary affairs adviser 
to Carter, plus Fred Schultz, a Carter 
appointee to the Fed whose specialty at 
Barnett was placement of foreign invest­
ments in Florida real estate . 

Trade 

Bonn to help finance 
Soviet pipeline deal 

West German Chancel lor Helmut 
Schmidt is willing to back his com mit­
ment to the long-negotiated nat ural gas 
pipeline proj ect with the Soviet U nion by 
government fi n a ncing,  according t o  
W e s t  G e r m a n  i n d u s t r i a l  s o u r ce s .  
Schmidt apparently ignored President 
Reagan ' s  objections to the deal, based on 
the argument that West Germany's en­
ergy s upply might become s ubject to So­
viet political control, in  discussions at the 
Ottawa summit .  

About half  of  the J O  bil l ion marks of 
fin ancing required for the present stage 
of the project may be provi ded by the 
Ausfuhrkredit Ban k ,  which would dis­
count D M  5 billion of suppliers' credits 
fro m the m ajor supplier of steel pipe to 
the project, Mannesman n .  The official 
institution's  export loans are pegged to 

the Bundesbank's  discount window, cur­
rently the lowest-interest-tier of Bundes­
bank credit facilities, at a present interest 
rate of 9 . 5  percent.  

However, n o  final agreement on de­
tails of the pipeli ne deal is expected im­
mediately, as the German and Soviet side 
wrangle over price and interest-rate con­
siderations.  The West German consor­
tium , led by Deutsche Bank,  have an­
swered Soviet obj ections to high German 
interest rates, which have risen since the 
negotiations  began, by asking for a price 
reduction on Soviet gas. 

H owever , federal government-sup­
plied credits should be a plus for the 
s uccess of the negotiations.  

Stock Markets 

New York exchange views 
200 million-share days 

John Phelan, Jr.,  president of the New 
York Stock Exchange, ' predicts a trading 
turnover of up to 1 50 million shares a 
day in the very near future and expects to 
gear the exchange for peak days of over 
200 million shares. Elaborate comp uter 
systems whose capacities have been dou­
bled and in some instances tripled recent­
ly will be adequate to handle the enor­
mous pace o( transactions according to 
NYSE spokesmen . 

The expected volume surge is attrib­
uted to a lowering of the capital gains 
tax , a large influx of venture capital and 
recent mergers of large brokerages with 
industrial or financial conglomerates. 

Security analysts predict a rapid "in­
ternationalization" of the securities mar­
kets as the ma rkets attract large flows of 
flight ciipital into new ventures on the 
market. 

In addition to large corporations 
turnir.g to the securities markets to raise 
fund&, like the $ 1  billion raised by AT&T, 
analy�ts believe that the recent mergers 
of brokerage houses was in part due to 
the acq uiring company's desire to specu­
late in the market rather than merely 
faci litate the sale of securities . This could 
add a signi ficant amount of funds to the 
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markets with the NYSE gaining a large 
part of those funds. 

Agriculture 

Breakthrough near 
on coyote control 

Environmental Protection Agency Ad­
ministrator  A n n e  G o rs u c h  has  an­
nounced that hearings will be held on a 
possible repeal of a controversial ban on 
C o m p o u n d  1080, a p o i s o n  used by 
ranchers to kill coyotes . The hearings are 
scheduled for July 28-29 in Denver. Gor­
such has stated that she will make a 
decision on whether to revoke the ban 
after studying information supplied in 
the hearings. 

In making the announcement, Gor­
such reported that sheep and cattle 
ranchers are complaining of losses from 
coyotes that are "well in excess of $100 
million." Compound I 080 was banned in 
1972 by President Nixon in an Executive 
Order that came from a rotten deal be­
tween the White House, the Department 
of Interior and environmentalists. 

The federal predator control pro­
gram was one of the first targets of the 
nascent environmental movement that 
went on to win the more highly publi­
cized ban of DDT, an environmentalist 
"victory" that may also prove Pyrrhic. 
The Reagan administration is reportedly 
also reviewing the DDT ban now. 

Environmentalists have insisted that 
the poison would kill eagles, condors and 
other endangered species in addition to 
coyotes and should therefore be pros­
cribed, in favor of a variety of "natural" 
and other remedies which have proven 
ineffective. 

During the seven years following the 
Nixon Executive Order, more than 10 
million sheep with a value of more than 
$500 million were destroyed by coyotes. 
Ranchers argue that 1080 is not only 
safe, but can be tightly targeted for one 
species-the coyote. And there is no 
derth of studies backing them up-more 
than 5,000 on coyotes and predation and 
at least 207 on Compound 1080 itself. 
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Foreign Exchange 

West Germany and Japan 
moot intervention policy 

Japanese officials deny that an agree­
ment is in force with West Germany for 
j oint intervention on behalf of the Japa­
nese yen, which reached a 14-month low 
on foreign exchange markets July 22, 
and the West German mark, the London 
Financial Times reported July 23. None­
theless senior European foreign ex­
change dealers told EIR that the extraor­
dinary volume of West German central 
bank intervention on behalf of the mark, 
in the volume of over $500 million in the 
last week, represents a break in the Bun­
desbank's pattern which could mean that 
such an agreement had been decided 
upon. 

The dollar fell to DM 2.47 in trading 
July 20, as U.S. interest rates rose sharp­
ly, but rose back to DM 2.429 July 22 in 
response to heavy intervention. The 
mark stood at 2.445 at deadline on July 
23. 

Lending credence to reports of a Ger­
man-Japanese deal is the following re­
port published by Japan's Kyodo news 
service July 18:  

"Japanese Finance Minister Michio 
Watanabe Saturday expressed his hopes 
for the opening of talks by specialists on 
America's high interest rates. Watanabe 
told newsmen that he would propose his 
wishes at a meeting of the finance minis­
ter accompanying the leaders participat­
ing in the seven-nation economic summit 
in Ottawa on Monday and Tuesday . . . .  

"At a meeting in Ottawa with the 
finance ministers of the six other Western 
industrialized nations, he also intends to 
propose a joint intervention into foreign 
exchange markets in times of currency 
unrest, Watanabe said. He said he con­
siders it necessary for the central banks 
to j ointly intervene when the currency 
markets fluctuate widely due mainly to 
speculative reasons. 

"Watanabe also said he proposed 
separate meetings with the finance min­
isters of the United States and West Ger­
many in Ottawa." 

Briefly 

• FEDERAL RESERVE inj ec­
tions of liquidity into the credit 
markets the week of July 20 may 
have been motivated by cash prob­
lems of some bond dealers, Wall 
Street sources said. 

• CHASE MANHA IT AN Bank 
jumped the gun July 21 on inter­
state banking takeovers with a 
$125 million investment into Pitts­
burgh's Equibank, including an 
option to buy $75 million of the 
bank's stock if Congress passes 
legislation permitting it. 

• DURABLE GOODS orders fell 
0.8 percent in June, their first fall 
in nominal terms since January of 
this year. 

• FOOD AND ENERGY prices 
will start rising again in the fall ,  
Chase M anhattan' s  International 
Finance newsletter predicted July 
20, raising the inflation rate from 
the 8.4 percent annual rate regis­
tered in May and June. 

• GOLD remonetization is a ma­
jor agenda item in White House 
deliberations, pending the October 
release of a report by the Presi­
dent's commission on gold. 

• CITIBANK is poorly managed, 
overly aggressive, and, in its mon­
etarist enthusiasm, guessed wrong 
that interest rates would fall at the 
start of the second quarter of this 
year, noted the July 17 London 
Financial Times. Last month Ku­
wait withdrew billions from its in­
vestment portfolio m anaged by 
Citibank because o f  the bank' s 
performance. 

• RICHARD PIPES dwells on 
the economic vulnerability of West 
Germany and Japan, sources say, 
when he complains to other Na­
tional Security Council officials 
about their unaccommodating re­
lations with the U.S. by compari­
son with the governments of Mit­
terrand and Thatcher. 
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u.s. defense policy 
back to Schlesinger's 
'aura of power' 
by Criton Zoakos, Editor-in-Chief 

The strategic imbalance between the United States and the Soviet Union is 
no longer a theoretical issue feeding a pathetic "great debate," so-called, on 
the pages of leading weeklies and in the halls of Congress. Since the dismal 
French presidential election of last May, the consideration of the existing 
strategic imbalance has fed into a policy in Washington leading toward a 
strategic calamity which may occur at any time between now and the end of 
1982. 

The world has in fact entered a phase in which every single political 
development is dominated by calculations respecting this strategic imbalance 
between the two superpowers . This publication was among the first to point 
out the flaws of U.S .  strategic policies during the tenure of James R. 
Schlesinger, Jr. as Defense Secretary during the 1 974-75 period. Over a year 
ago, EIR conducted detailed comparisons between American and Soviet 
scientific, industrial, manpower, and doctrinal potentials whose re­
sults we published with the hope that the absurd methods of "postindustrial 
society" planning and "futurology" studies responsible for these imbalances 
would be jettisoned from policy-making bodies and a sane climate of 
scientific, technological, and industrial revitalization would ensue, which 
alone could redress the dangerous imbalance. 

That hope has apparently been dashed for the time being. A deeply 
entrenched network of "futurologist" mentalities has emerged dominant in 
the defense-related policy-making areas of the Reagan administration, work­
ing with the cost-cutting "supply-side" maniacs who administer economic 
policy . Intelligence "leaks" in the daily press and high-grade information 
through private channels have confir,med the following developments: 

• A plan has been activated by Pentagon leaders including Secretary 
Weinberger, Fred Ikle, Frank Carlucci, and the Joint Chiefs of Staff, on how 
to cope with the "window of vulnerability" which, as a result of the strategic 
imbalance, is now about to threaten the United States. This plan involves a 
posture of attempting to throw the Soviets "off balance" by means of 
successive "first-strike" types of  deployments, such as Pershing I I  missile 
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stations in Western Europe . The ostensible purpose of  
this "aura of power" policy is to  force upon the world 
and upon the U.S .  population and its institutions a 
"Pearl HarJ,or" type of crisis which wjll then be exploited 
to launch a national defense mobilization that could 
absorb up to 50 percent of the GNP. 

• The Soviet leadership has also activated its own 
appropriate response to this strategy of Washington's. 
Whatever the tactical operational details of the Soviet 
response, it includes the following key features: a) the 
U.S .S .R.  shall not under any circumstances permit the 
deployment of Pershing II missiles on Western European 
territory; b) the Soviet economy has been deploying the 
entirety of its reinvestable surplus for defense produc­
tion, and has motivated its population to accept the 
accompanying sacrifices; c) utmost emphasis has been 
placed on the advanced research and engineering effort 
of Soviet science under qualified military leadership. 

• Western Europe has been implicitly put on notice 
that it cannot rely on the American nuclear umbrella, 
that it must accept its role as a tactical nuclear battlefield 
and that it must now move in the direction of totalitarian 
domestic regimes as presaged by the national-socialist 
regime of Fran�ois Mitterrand in France. 

• As of the Ottawa summit, the central banks of the 
major Western industrial nations have been given au­
thorization to override their national governments on 
behalf of budget-cutting, credit-tightening, depression­
inducing policies dictated by the Bank for International 
Settlements, the I M F, and the OECD. 

• This last set of measures is understood to mean that 
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no economic policies will be permitted which might help 
reverse the existing strategic imbalance. Furthermore, 
Western planners now look to the prospect of a world 
financial collapse during the September to October peri­
od.  October 1 is one deadline toward world disaster. 

• Arrangements between the United States and i ts 
West European allies indicate that the placement of the 
Pershing II  in Europe is to commence no later than the 
end of 1982. December 1 982 is the second ultimate dead­
line toward world disaster. 

• These deadlines, however, are known among gov­
ernments West and East, and as such have themselves 
become decision-making factors with a determining in­
fluence on world developments tending to shorten the 
already very short fuse which threatens world detona­
tion . 

Either these deadlines themselves are cancelled, or 
the descent to Inferno seems assured. Cancellation is 
possible if policy-makers comprehend certain very simple 
arguments demonstrating that their present course of 
action will lead to disaster, including especially their own 
disaster, and further understand the simple steps required 
for an effective policy, primarily economic policy, which 
will ensure emergence of a competent military policy .  

The entirety of strategic alternatives represented 
within the Departments of State and Defense, and their 
"think tank" adjuncts is incompetent, because the shared 
premises are virtually infantile . What the country needs 
is a restoration, in the public debate, of the classical 
military-economic assumptions that once led to pre-em­
inence. 
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Documentation 

What the U.S.S.R.'s military leaders 
are saying about war and warfare 
by Rachel Douglas, Soviet Sector Editor 

In late June and early July, a parade of Soviet generals 
and marshals marched across the pages of the military 
daily Red Star and the Communist Party press, with a 
single message: the U.S .S .R .  has committed resources to 
ready itself for "the possible war which the imperialists 
are preparing against the countries of socialism ." 

The official news agency TASS narrowed this gener­
alization by the Soviet military's top political officer, 
General Yepishev, with a July 1 5  commentary that recent 
statements by United States Secretary of Defense Caspar 
Weinberger "can only be qualified as a call to war." This 
was Moscow's response to Weinberger's public pro­
nouncements and to leaks from his department confirm 
that his policy is a "first strike" doctrine without in­
depth warfighting capabilities behind it. 

Moscow will do anything, politically and militarily, 
to prevent NATO from acquiring the ability to inflict a 
first strike, with the installation of Pershing II missiles in 
Europe or otherwise. Already, the Soviets are channeling 
funds into a quantitative and qualitative arms buildup, 
in response to American policy and the realignment of 
political forces in Europe. 

The last time the Soviet military so openly enunciated 
strategic doctrine and motivated the arms budget as 
Yepishev and others are doing now, was in early 1 978 .  
After that, with Brezhnev's May 1 978 trip to West Ger­
many to sign a 25-year economic cooperation treaty with 
Chancellor Helmut Schmidt and the immediately subse­
quent formation of the European Monetary System by 
Schmidt and then French President Valery Giscard 
d'Estaing, Moscow had a Europe-centered war-avoid­
ance policy . The Bonn-Paris-Moscow triangle was a 
strategic stabilizer, despite the dangerous Carter admin­
istration. 

Now Giscard is out of office, Schmidt is under fire, 
Britain's Lord Carrington is chairing European foreign 
policy, and the Soviet marshals have their uniforms on 
again .  Particularly since the election of Socialist Fran�ois 
Mitterrand as president of France in May, the Soviet 
leadership has shifted into a military-strategic mode of 
functioning. 

On July 1 6, the Russian-language service of TASS 
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issued advance copy from a forthcoming article in the 
party journal Kommunist, by Chief of Staff Marshal 
Nikolai Ogarkov. The Soviet armed forces have to be 
advanced, he said, because of American policy, and the 
priority would be development of the strategic nuclear 
forces. 

Ogarkov wrote that war between the superpowers 
would involve all continents, 'with "the whole of man­
kind . . .  at stake," as Soviet weapons could strike 
accurately against targets located anywhere on the 
globe . Although he described Soviet doctrine as defen­
sive, Ogarkov warned that, if it came to conflict, the 
doctrine provided for "vigorous and up-to-date offen­
sive actions." 

A participant in the negotiations for the two SALT 
treaties, Ogarkov is widely considered the high-ranking 
military officer nearest to Brezhnev's detente policy and 
less close than some other military men to the theory of 
"peaceful coexistence."  In this Kommunist article, how- \ 
ever, the Soviet Chief of Staff says that war between the 
great powers will be "the decisive clash of two antago­
nistic systems." 

Strengthen strategic arsenal 
Col. Gen . Engineer V. Shabanov, the Soviet Deputy 

Defense Minister for Armaments, presented the case for 
a buildup in the June 26 issue of Red Star: 

"It must be stressed most clearly: our party and its 
Central Committee and the Soviet government are 
compelled to earmark the funds necessary for the im­
provement of armaments and military equipment, in 
order to maintain the high combat readiness of the 
army and navy and to safeguard the security of the 
socialiSt fatherland and our allies . . . .  Those Western 
circles which hope to achieve military superiority over 
the Soviet Union should always remember the potential 
of our socialist country . ' . . .  The economy, science and 
technology in our country are now at such a high level,' 
Marshal of the Soviet Union D. F .  Ustinov . . .  points 
out, 'that we are capable of creating within a very short 
time any type of weapon on which the enemies of peace 
might like to gamble. '  . . .  
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"Our efforts . . .  are directed toward a continued 
scientific quest . The interests of the motherland's de­
fense require efficient utilization of the results of scien­
tific and technical progress, to create promising mod­
dels of weapons and combat hardware. As a system of 
scientifically substantiated views on questions of the 
development of arms and combat hardware, our unified 
military-technical policy serves us well in maintaining 
the technical equipment of the armed forces at the level 
of modern requirements ." 

The Euromissile doctrine 
On June 30, military analyst Lev Semeiko took to 

the pages of Red Star for a review of the strategic 
importance of NATO's emplacement of Pershing II and 
cruise missiles in Europe by 1 983 .  Calling them first­
strike weapons, Semeiko promised Soviet countermea­
sures . Semeiko wrote: 

"It is a matter not only of the quantitative but also 
the qualitative aspect of the question. For it is a 
question of an increase in the might of the strategic 
potential aimed at the most densely populated and 
industrially developed part of the Soviet Union . . . .  
Another aspect is also important. Carter's Directive 59 
must not be forgotten-the Reagan administration has 
by no means abandoned it. And the directive envisages 
maximally extensive strikes at military and administra­
tive installations. In their attempts to ensure effective 
stri15es at them, American strategists place particular 
hope on reducing the time the Euromissiles take to 
reach their targets. Whereas this totals roughly 30 
minutes for strategic missiles and less than I S  minutes 
for submarine-launched missiles, for the Pershing II  
missiles . . .  it will be only 4 to 6 minutes . Moreover, 
Washington takes into account the fact that the 
U .S .SR. has no analogous strategic potential near the 
American continent . . . .  

"If you add to this the Euromissiles' great accuracy, 
their military importance becomes even more obvious­
they would constitute a qualitatively distinct and essen­
tially new strategic potential. In these conditions, it is 
thought in the United States, American strategic supe­
riority would be reborn . . . .  Of course such calculations 
are totally unrealistic, considering the inevitable Soviet 
countermeasures. As a result of the new turn in the 
arms race, the world has drawn considerably nearer to 
the brink of a nuclear catastrophe . . . .  

"In strategy they see . . . a chance of gaining an 
opportunity to launch a surprise, disarming strike. It is 
not fortuitous that the number of new American mis­
siles-572-was calculated so scrupulously. 'This num­
ber reflects the military assessment of what is necessary 
for a counterforce strike at Warsaw Pact military instal­
lations,' the American journal Fortune frankly admitted . 
But these calculations have no prospects.  As Comrade 
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L .  I .  Brezhnev stated in his speech in Tbilisi [May 22, 
1 98 1 ] , 'We will not be able to let the deployment on 
European soil of new American nuclear missiles aimed 
at the U.S .S .R .  and our allies pass without conse­
quences . In this case, we will be forced to think about 
additional defense measures . If required, we will find 
most impressive means for protecting our vital inter­
ests . '  This most important provision of Soviet policy 
indicates how utterly unrealistic are Washington's and 
NATO's strategic schemes."  

An article in an April issue of Kommunist shows 
even more precisely why the Euromissiles, with their 
reduced flight time, cannot be tolerated by the Soviet 
command. The current Russian answer to an attempted 
counterforce strike is as follows: 

"What is meant by a limited 'counterforce strike'? 
. . . If it refers to a launch of several rockets against 
military targets of the enemy, this idea is no less absurd 
than the threat of a suicidal massive strike. A step like 
that, after all, would obviously mean the unleashing of 
a 'central' thermonuclear conflict and, moreover, would 
give the other side the initiative, permitting him to use 
his remaining, practically untouched strategic arsenal. 
If the Washington planners intend a coordinated missile 
strike at the entire complex of land-based strategic 
targets, then this consequently means firing several 
thousand nuclear warheads at the other country's terri­
tory . In this case, the aggressor should have no doubts, 
that the answer to such a ,  so to speak, 'selective' strike 
would be full, annihilating retaliation, possibly not 
waiting for the 'counterforce' attack to reach its tar­
gets . "  

TASS on Weinberger 
From its Washington bureau, TASS on July I S  filed 

a dispatch on Weinberger's speech at the National 
Defense Institute at Fort McNair the previous day. It 
said, in part: 

"Defense Secretary Caspar Weinberger yesterday 
gave an inflammatory speech, which can be qualified 
only as a call to war . . . .  He said that there existed 
many opportunities for direct confrontation between 
the Soviet Union and the United States and that there 
was no guarantee that the existing nuclear balance 
could avert a major conventional war. The United 
States, the Pentagon chief said, should recognize that 
this war might be found in many theatres of operations, 
or, in other words, on a global scale . . . .  

"Caspar Weinberger said he did not accept the 
argument that the very talk of the possibility of a 
nuclear conflict made it more probable. But his speech 
. . .  and Washington's concrete militarist actions indi­
cate that Washington does not rule out the possibility 
of such a conflict and is conditioning American public 
opinion for it ." 
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Free naval policy 
from geopolitics 
by Lyndon H .  LaRouche, Jr. , Contributing Editor 

On July 1 9, 1 981 , Katharine Meyer Graham's Washing­
ton Post published what the Post purported to be the draft 
of a directive by Secretary of Defense Caspar Weinberger 
to each of the military arms. A lthough the public informa­
tion staff at the Pentagon declined comment on this publi­
cation, on grounds of secrecy, there are strong reasons to 
believe high-level reports that this information was inten­
tionally leaked to the Post through influential channels of 
the administration, possibly the White House itself 

It is strongly believed, as the Post leak argues for this 
assessment, that Secretary Weinberger is looking ahead to 
a series of levels of crisis which will make it politically 
feasible to double and then treble the U. S. defense budget, 
up to as high, eventually, as half the GNP. It is the high­
level, although unofficial view of the secretary 's thinking, 
that this military spending would boost the economy as a 
whole in a manner echoing FDR 's mobilization for World 
War II. 

There is a germ of competence, although many more 
fallacies, in such an economic policy, if such a policy is 
indeed Mr. Weinberger's at this time. Certainly, whatever 
Mr. Weinberger may in fact be thinking presently, the 
policy-direction we have indicated is the dominant vector in 
defense and some related areas of administration policy at 
this juncture. 

The proposal to establish saturation, short-warning 
''first-strike' '  nuclear capabilities against the Soviet heart­
land, with aid of Pershing II and Cruise missiles stationed 
in Europe, does represent an impulse toward "perpetual 

brinkmanship. " Clearly, the Kremlin is presently 
committed-and ruthlessly-to take some countermeasure 
before such missiles are emplaced. One way or the other, 
the present drift of administration "first-strike" policy is 
leading toward as many severe crises as any booster of 
increased defense spending might desire, and within the 
duration of the coming 12 months, quite apart from the 

looming ' 'financial blowout"  of the dollar, widely and 

increasingly predicted to occur later this year. 

Contributing Editor and Founder LaRouche has most 
recently written a proposed new defense doctrine for the 
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United States, which is being circulated as a policy bulletin 
of the National Democratic Policy Committee (NDPC). 
EIR coopted Laf?ouche's pen to inaugurate a new series of 
background intelligence reports on selected key topics of 
current defense-policy importance. LaRouche chose to 
take up a critical response to some of the more important 
policy-outlooks of the Naval War College. 

It is unnecessary and counterproductive to encumber 
debate respecting U.S .  naval doctrine with the cultist 
geopolitical metaphysics of either Britain's Lord Alfred 
Milner or our own Adm. Thayer Mahan. 

The simple secret of the continued importance of 
naval forces in the age of airborne nuclear weapons, and 
the emerging age of relativistic-beam weapons, is the 
elementary fact that water-borne freight continues to be, 
by approximately an order of magnitude, the cheapest 
means of transport. By applying the fundamental prin­
ciples of land warfare to the sea dimension-logistics, 
cutting edge, mobility and depth-the requirement for 
applying the most-advanced existing technology to the 
naval arm defines the criteria of proper U.S .  naval doc­
trine. 

The "gut" of U.S .  naval strength is properly a fleet of 
U.S. flag, nuclear-powered transports, complemented by 
and adapted to efficient standardization of universal 
containerization of freight and "star port" interfaces 
among all modes of land and air transport. The ability to 
bring such containerized freight, by ships of the U.S .  
flag, to  any point in the world's shores or navigable 
waterways, and to move that freight inland to points at 
which bulk is to be broken, is the kernel of a proper naval 
capability . This capability must be armed, to secure such 
movement against adversary forces, and as armed means 
included among the totality of means for preventing an 
adversary from maintaining comparable logistical capa­
bilities. 

Presently, we have no such naval reserve fleet of 
nuclear transports operating as civilian transport under 
the U .S .  flag.  It is best estimated that half or more of our 
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military ranks, including naval and marine ranks, are 
users of "recreational substances," including marijuana, 
which tend to impair irreversibly the moral and intellec­
tual capacities of users. Our fleets are becoming floating 
drug ghettoes, like much of our ground forces, and no 
successive lowering of standards of testing can conceal 
with its rigged official scores the simple fact of a down­
ward spiral of mean functional-literacy levels within all 
of our military ranks. 

What is the point of launching more naval warcraft if 
we lack adequate personnel with the levels of literacy 
needed to man the technology modern naval equipment 
requires? 

Decay of infrastructure 
This sorry state of affairs is not merely a reflection 

of the take-down of military capabilities over the period 
from Robert S .  McNamara's lunatic "cost-benefit anal­
ysis" through the neo-Malthusian carnage wrought by 
the Trilateral Carter administration.  The present lack of 
means adequate to repair the damage is a product of 
what has been done, especially over the recent 1 5  years, 
to our national agro-industrial economy, its energy 
production, its transport system, and growing portions 
of the rock-drug counterculture-afflicted population. 
We are being transformed into a nation stripped of the 
basic agro-industrial base, the skills, and the moral 
qualities required of an effective defense capability in all 
aspects, including each of the military arms as such. 

The problem is not that we lack sufficient budgets 
for ships and advanced military technology. The prob­
lem is a rotting away of shipyards, a basic metals 
industry predominantly contracting and rotting in ob­
solescence, ports going out of existence, a collapsing 
rail system, a "deregulation"-disrupted trucking and air 
transport system, and a population of which increasing 
portions prefer the moral, technological, and intellec­
tual incapacities of a "postindustrial society" to the 
form of sovereign industrial republic capable of mobi­
lizing an adequate national defense. 

That, in summary, is the stunning paradox confront­
ing Secretary of Defense Caspar Weinberger . Without 
demanding the removal of such influences as Paul A. 
Volcker, David Stockman, David Rockefeller and the 
Fabian Heritage Foundation-it is impossible for the 
secretary to propose any competent military policy .  Mr.  
Weinberger is correct if he estimates that a Pentagon 
budget of more than $500 billion annually would be 
needed to develop an adequate defense establishment. 
However, were he given such funds, from where would 
he purchase most of his material requirements: Japan, 
perhaps? 

Presently, it is forbidden to criticize Secretary Haig, 
Paul A .  Volcker, David Stockman, and David Rocke­
feller within the precincts of the administration, or even 
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among significant portions of the Republican Party. 
President Reagan has been pressured into continuing 
President Carter's Volcker policy of usurious interest 
rates, and is otherwise trapped into an "economic 
package" broadly identical with that of President Her­
bert Hoover during the spring and summer of the 
fateful year 1 929 . It is not permitted to observe that 
President Reagan has embraced, for the moment, at 
least, the imminent destiny of President Hoover of 1 929 . 

Instead, we have two fallacious approaches to mili­
tary policy afoot. The first, associated with Secretary 
Haig, is the rewarming of a much-decayed version of 
the Schlesinger MC 14/4 NATO policy proposal of 
1 974- 1 975 :  to shelter the lack of in-depth capabilities of 
NATO forces behind a ruse of nuclear blackmail de­
ployed under such rubrics as "forward defense" and 
"first strike."  The second is the presumption that the 
political shock of combined economic and strategic 
crises will cause the United States to tolerate military 
expenditures rising toward one-half the Gross National 
Product . 

It is fully justified to describe the present "first­
strike" tilt, involving a combination of forward-based 
Cruise and Pershing II missiles, as a "much-decayed 
version" of the old Schlesinger doctrine. Then, in 1 974-
1 975,  the stability of NATO and the U .S . -France alli­
ance was far greater, and the relative scale of in-depth 
capabilities, in both conventional and advanced-tech­
nology features, was relatively much greater than today. 
Moscow is relatively much stronger, and much closer to 
the deployment of relativistic-beam weapons.  

The sheer idiocy of such mere nuclear blackmail is 
summarily this .  Those who have seized upon this policy 
have grabbed it hysterically, with impassioned consol­
ing delusions. "See,"  they insist, "this tactic will force 
the Soviets off balance, force 

'
them to tolerate this, then 

that, and so forth and so on." Such impassioned 
credulity overlooks two facts of decisive strategic im­
portance. First, the Soviets will never tolerate any 
concession which, in their estimation, represents a 
point-of-no-return of strategic victory-potentials of an 
aggressive NATO force. Second, any means which 
portends the subsequent emergence of such a point-of­
no-return will be neutralized by Soviet countermeasures 
before such means can begin to operate to such effect. 
The very reasons impassioned fools gloat so manically 
over the benefits of such means are reasons the Soviets­
would act preemptively to prevent such means from 
being put into place. Those who propose the present 
version of "jirst-strike"-oriented ''forward defense" are 
plotting a "reverse 1 962 Cuba Missile Crisis. " 

The second of the two policies, scaling up military 
budgets of a contracting U .S .  economy, is premised on 
a nominalist's misinterpretation of something lying 
between FDR's war mobilization of the depressed U.S.  
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economy and the Nazi rearmament. To be precise about 
the matter, what the Washington Post indicates Secre­
tary Weinberger as projecting is a replay of the policies 
of Nazi Finance Minister Hjalmar Schacht . It is not 
irrelevant that the leading figure of the British Fabian 
Society, Friedrich von Hayek, and his cothinker, Prof. 
Milton Friedman, consciously model their policies on 
those of Schacht's Nazi Germany. West Germany's 
Chancellor Helmut Schmidt has recently given clear 
enough warning that Hjalmar Schacht's Bruning-Hitler 
track is a policy which Schmidt's opponents have very 
much in mind for the period immediately ahead. 

To understand why and how Schacht' s  and his 
successors' Nazi policies appeared to work-in the eyes 
of the ignorant outside observer-one must focus on 
two crucial aspects of the history of the Nazi economy 
over the 1 933- 1 945 period.  First, the limited scale of 
rearmament accomplished by the Nazi economy up 
through 1936- 1938 looted the economy and its labor 
force to the point that even Nazi officials warned of an 
imminent internal collapse, a warning echoed from a 
slightly different standpoint by Schacht himself. The 
Nazi arms buildup depended upon the successive loot­
ing of Austria ( 1 938), Czechoslovakia ( 1 938- 1 939), Po­
land ( 1 940 onward), Scandinavia, the Low Countries, 
France, French North Africa, the Balkans, large regions 
of occupied Russia, occupied Italy . As the rate of 
expansion into areas to loot slowed down after Stalin­
grad, the genocidal slave-labor system of Albert Speer 
looted wealth from the starved bodies of slave workers 
and occupied regions' populations. 

The ability of an economy to carry the cost of a 
significant defense buildup depends upon increasing the 
per capita output of the population to such levels that the 
population can be maintained, and the industrial base 
expanded, through technological advancements in in­
creasingly capital-intensive, and increasingly energy-in­
tensive employment of the labor force in increased per­
centiles of labor-force employment in goods-production 
and transportation . 

What Weinberger appears to be intending would 
succeed, without Schachtian Nazi-like consequences, 
only if the impending crisis were used not only to reverse 
absolutely Volcker, Stockman, Rockefeller policies pres­
ently prevailing in Washington .  The administration 
would be obliged to remonetize gold reserves at $500 an 
ounce or higher, and to issue gold-reserve-based curren­
cy-notes for lending at low interest rates to agricultural 
and industrial production, for technologically progres­
sive forms of capital-intensive investments in increased 
production of goods. A 50 percent increase in the goods­
output component of GNP could be realized within a 
relatively short period. Military expenditures could be 
increased accordingly, without significant inflationary 
or other regressive impact upon the basic economy as a 
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whole. 
On the assumption that the administration turns to 

the outlined, latter option, we have the practical basis for 
projecting a competent naval policy. 

The fallacies of Jomini 
The greatest single error introduced to the profes­

sional curriculum of West Point and Annapolis was the 
disorientation associated with emphasis on Jomini's 
misinterpretation of the lessons of the Napoleonic Wars. 
That disorientation has fostered susceptibility to the 
"geopolitical" doctrines associated with our own Adm. 
Thayer Mahan as well as of Britain's Lord Alfred 
Milner and Halford Mackinder, and of the influence of 
Nazi geopolitician, Major-General Prof. K.arl Hausho­
fer over the programs of Georgetown University . 

A summary correction of the fallacies associated 
with Jomini's point of view is therefore the most useful 
and direct means for reaching corrected military-science 
doctrines applicable to naval planning. 

The summary history of the crucial · features of the 
military history of 1 793- 1 8 14 is this. 

Two of the leading scientists of 1 8th-century France, 
Gaspard Monge and Lazare Carnot took over leader­
ship of the French Military Committee in 1 793 ,  organ­
ized the toppling of the British Jacobin Terror of Robes­
pierre in Thermidor, and created the greatest 
military instrument the world had known within a few 
years. The centerpiece of this accompli,shment was the 
development of a new steel industry, the most modern 
yet in existence, producing masses of new, mobile field 
artillery . Carnot et al. redesigned the arms of warfare 
and their deployment around the new geometry of 
warfare defined by mobile mass artillery fire. 

This transformed industrial state, France, and its 
associated military capabilities, became the. instrument 
placed at Napoleon's disposal. Napoleon achieved this 
position of command after Carnot had already shattered 
the 1 8th-century doctrine of set-piece warfare in battle, 
an exercise Napoleon repeated to decisive effect at Jena 
in 1 806 against the Prussians. 

The Prussian defeat of 1 806 turned to the advantage 
of Prussia. A group of German repUblicans, centered 
around Baron vom Stein, Scharnhorst, and Wilhelm 
von Humboldt, of the same political persuasion as Car­
not, used the humiliation of the Prussian oligarchical 
factions to use Prussian Minister Hardenberg as the 
"stooge" for ' a series of sweeping military, educational 
and related reforms of the Prussian state . Although vom 
Stein and his republicans were dumped through influ­
ence of Britain and Austria over Prussia at the 1 8 1 5  
Treaty o f  Vienna, the military, industrial and education­
al reforms of (approximately) 1 809 persisted in never­
worse-than-diluted forms into the period of the First 
World War, and were not entirely eradicated from 
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Germany until the Willy Brandt chancellorship of 1 969-
1974. 

Later, after 1 8 1 5 , Carnot, exiled from France, spent 
the remaining years of his life at Berlin, collaborating 
with Alexander von Humboldt to transfer the French 
science, exiled from France by Orleans and A. Cauchy, 
into Prussia, under the protection of the Prussian mili­
tary Kreigschule. Carnot, earlier an associate of Benja­
min Franklin, had been approached to work in Prussia 
as early as 1 780. The Prussian republicans knew they 
were not "imitating" Napoleon; the Prussian military 
reforms were consciously known to have been the work 
of Carnot. 

This understanding of the limitation of Napoleon in 
military science was key to Napoleon's defeat. Using 
Friedrich Schiller's in-depth study of the Thirty Years 
War, Scharnhorst's circles designed, baited, and oper­
ated the Russian Trap used to destroy Napoleon.  This 
was accomplished with considerable difficulty, as the 
Germans had to overcome strong Russian opposition 
to permitting Napoleon to occupy the mined city of 
Moscow. 

There was nothing accidental in either the genius of 
Monge and Carnot, or the fact that Scharnhorst and his 
associates understood Carnot's genius far better than 
Napoleon . Gaspard Monge, Carnot's teacher of the 
Oratorian Order, had mastered geometries which were 
classed as a state military secret of France earlier, 
because of the superiority these principles of geometry 
afforded the design of France's fortifications and design 
of the geometry of battle. Carnot's most famous mili­
tary writings, prior to 1 793 ,  included the design of the 
lighter-than-air dirigible as a weapon whose military 
functions were defined. It was Carnot who worked with 
his protege Fulton in promoting naval technology, 
including the steamboat and submarine. 

The source of figures such as Monge and Carnot 
was a Neoplatonic tradition in statecraft and science 
traced in military science from the early 1 5th-century 
statesman, Plethon, who first defined the relationship 
between economy and warfare. Leonardo da Vinci, 
whose leading role as a statesman and military specialist 
is seldom adequately grasped, and da Vinci's collabo­
rator, Niccolo Machiavelli , are part of this tradition, as 
was da Vinci's ally, France's Louis XI, Johannes Kepler, 
John Milton, Jean-Baptiste Colbert, and the proteges of 
Colbert, H uyghens and Leibniz . During the 1 7th and 
1 8th centuries, into the early 1 9th century, this current 
was known in France as the mercantilists, and in 
Germany as the kameralists. Leibniz was educated as a 
kameralist at Mainz, whence he moved to Paris under 
Colbert's ,patronage. It was Leibniz, during his period 
of close collaboration with Huyghens, who revolution­
ized kameralism by inventing economic science ( 1 670s), 
and introducing the interrelated notions of work, power, 
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and technology. G6ttingen University was based o n  the 
influence of Leibniz. Both the von Humboldt brothers 
were educated as kameralists, just as Monge and Carnot 
were trained as mercantilists by the Oratorians. 

Into the middle of the 1 9th century, German science 
and military science were fully conscipus of these con­
nections, as surviving primary sources from the 1 7th 
through mid- 1 9th century document that fact beyond 
dispute. 

Two crucial points of correction of prevailing U .S .  
naval thinking are to  be  derived from such correction of  
usually falsified history . First, the history of warfare i s  
the history of mortal combat between the republican 
and oligarchical orders of society in the world.  The 
military policy of Carnot's France, Scharnhorst's Prus­
sia and the young United States of  Washington, Ham­
ilton, John Quincy Adams, et aI. , was ful ly conscious of 
that and informed its practice accordingly. The techno­
logically progressive republic relies upon the most­
advanced technology, applied to matters of logistics, 
engineering, and mobility, to destroy the war-fighting 
capabilities of the adversary in depth, and to maintain 
as the goal of warfare the extension of sovereign nation­
state republics, to the disadvantage of zero-technologi­
cal-growth-oriented one-world systems of oligarchism. 
The war of Alexander the Great against the forces of 
the Persian Empire is the paradigm for the modern 
science of warfare. 

Second, we consider the fact that Carnot wished to 
accomplish on sea what he had accomplished on land, 
and failed in that purpose only because of the foolish 
Napoleon's rejection of the proposals of Fulton and 
others of Carnot's circles . 

Britain and geopolitics 
Britain today is the same form of society which the 

leaders of the American Revolution, the War of 1 8 1 2 ,  
and the subsequent decades understood to  be  the mortal 
adversary of the United States. Although the principal 
direct source of the repUblican culture of the United 
States was John Milton's Commonwealth party in Brit­
ain, the Stuart, Orange and Welf phases of the post-
1 660 Restoration re-established the dictatorship over 
Britain of the common, mortal enemies of both the 
Commonwealth party and the repUblicans of the Eng­
lish colonies of North America. 

Britain is predominantly a rentier-financier contin­
uation of feudal society, which has more or less success­
fully adapted to the advancements of technology which 
Britain could not shrug off from outside without under­
mining Britain's strategic capacities . This character of 
the ruling, rentier-financier British oligarchy, from 1 660 
to the present, is key to British strategy and the pecul­
iarities of British military policy leading through Milner 
and the bloody set-piece war-fighting atavisms of Field 
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Marshal Montgomery. 
Traditional American policy is expressed by the term 

"community of principle, " employed successfully by Sec­
retary of State John Quincy Adams to argue against 
accepting a treaty with Canning's Britain, but to issue 
the unilateral Monroe Doctrine against Britain as well as 
Britain's Hapsburg allies, as an affirmation of the fact 
that the United States would ally only with sovereign 
republics committed to the same republican policies for 
themselves as the United States was for itself. As Adams 
stressed, the United States had no basis for a "commu­
nity of principle" with its mortal, oligarchical adversary, 
Britain .  

The destruction of our professional officer corps, our 
failure to select as leading military figures professionals 
sharing the traditionalist outlook of Gen. Douglas 
MacArthur, is a reflection of the accelerated develop­
ment of a "special relationship" between the United 
States and Britain over the period since 1 938 .  The credu­
lous embrace of the myth of "British brains directing 
American muscle," has been the key to the aggravated 
undoing of our nation's capacity for competent strategic 
thinking. The spread of the oligarchist cult-doctrine of 
"physiocratic" geopolitics is the leading symptom of this 
corruption. 

Politically, U.S. strategic thinking has become a par­
ody of the children's game of "cowboys and Indians ." 
"Who's the adversary? Let's whip his butt ! "  is the under­
lying banality and sophistry spoiling our political and 
military strategies. 

What are the fundamental strategic interests of the 
United States, as these bear on matters of alliances, 
adversaries, and vital self-interests at home and abroad? 
This is the question for which competent answers have 
been lacking in the deliberations of the military profes­
sional's public journals, the plethora of papers and texts 
purporting to reflect solemnly on strategic issues, and 
the deliberations of administrations and Congress. 

Our republic's interest is defined by the order of our 
federal constitutional republic as a nation under natural 

, and constitutional law, as the framers of our Constitution 
rightly understood this. We are committed to the devel­
opment of the individual now and among posterity to 
follow us, a development fostered through technological 
advancement of the goods-producing productive powers 
of labor. We demand to be free of overreach of foreign 
agencies, such as the International Monetary Fund and 
the Hong Kong drug-debits financier interests , and free 
to pursue those constitutional policies which define the 
self-interests of ourselves and our posterity. 

To secure this self-interest for the benefit of ourselves 
and our posterity, our proper policy today is that of 
Secretary of State John Quincy Adams's formulation in 
1 823 . We desire the transformation of other nations into 
sovereign republics committed to the same principles as 
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our own . The entire objective of our proper foreign 
policy is to foster the spread of a worldwide community 
of principle among such republics, to spread the repub­
lican order, committed to sovereign, technologically pro­
gressing republics, through weakening of the oligarchist 
powers and their colonial systems.  We seek to create and 
strengthen among nations around us, neighbors of the 
sort which share the same moral outlook and interests of 
the framers of our Constitution. 

Anything else is merely unpleasant expediency, if we 
are obliged to tolerate it for a period. Otherwise, any 
foreign policy proposal is counterproductive rubbish. 

It is that foreign policy which properly informs our 
military policy, including a definition of the ends to 
which the conduct of warfare is to be shaped. 

Let it be our policy that the people of any nation 
subj ugated to oligarchical rule could desire nothing but 
that their nation could be occupied for a brief period by 
the military forces of the United States . In the endgame 
of war, the point at which our infantry can be deployed 
without significant resistance on what was formerly ad­
versary territory, we must be welcomed because we are 
nation-builders, who spread modern logistics, improved 
productivity of farms, and other elements of modern 
sovereign industrial states wherever our forces put their 
feet . A force designed to fulfill that endgame task of war 
and to bring war-fighting to such a conclusion ought to 
be the fundamental military doctrine of the United 
States . Let us become. according to the technology of our 
age. what A lexander the Great would have wished his 
forces to have been in his time. 

That healthy point of view clears the mind of the cult 
nonsense of "geopolitics ."  

The naval anomalies of the Napoleonic Wars 
The work of Monge and Carnot, even up to the time 

of Benjamin Franklin's coordination of world affairs 
from Paris, shows that there was nothing of a "fluke" 
in Fulton's naval designs .  Steam-powered naval craft, 
at least for near-coastal and Mediterranean deployment 
were already a fully feasible revolution in naval warfare 
at the beginning of the 1 9th century. Had France 
committed itself to this available option, as Carnot 
wished, and implemented that decision as Carnot had 
redesigned the land forces of France, Britain' s  defeat on 
the sea would have been soon assured . 

The policy of developing coal, to replace "renewable 
resources" such as wood and charcoal, was recognized 
as necessity in 1 6th-century England, during the period 
and among the associates of the great scientist and foe 
of Francis Bacon, William Gilbert .  The first glimmer­
ings of the development of the modern steam engine are 
traced to this source. The actual development of the 
steam engine was accomplished by Denis Papin at the 
beginning of the 1 8th century, under the influence of 
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Leibniz, and embodying the fruits of the collaboration 
between Huyghens and Leibniz on this matter. Leibniz 
generalized this to the notions of work and power, 
defining the notion of technology, which he invented, in 
terms of the general principle of a heat-powered ma­
chine enabling "one man to do the work of a hundred ."  

I t  also bears directly on our working point here, that 
Leibniz specified, in the 1 7th century, the need to 
develop the cartridge and breech-loaded weapon, and 
also emphasized the necessary changes in warfare' s 
arms required by such an increase in firepower. 

The point we are stressing is that it is a grave error 
to fall into the post hoc ergo propter hoc school of 
military science, in which the credulous attempt to 
explain the necessity for certain developments to have 
occurred in the time and specific sequence they were 
deployed in history . Once we realize that the naval 
steam-powered vessel should have, and could have been 
developed during the first decade of the 1 9th century, 
with decisive effects on the strategic outcome, we have 
confronted ourselves with what should be for many 
specialists a stunning, health-giving refn;shing of their 
criteria of judgment. 

This reflection forces us to look more deeply into 
the differences between the geometry of Carnot' s state­
craft and that of Napoleon Bonaparte. It is the peculiar­
ities of the policy-making geometry of the mind of 
governments which affect the shapjng of military capa­
bilities, as well as actions, often to tilt the balance 
between defeat and victory . It is the whole policy of 
government which must be considered in this whole 
overview of strategic thinking, not merely matters 
deemed military per se by convention . 

It instructs us to eliminate from power to make 
policy decisions those who either underrate the urgency 
of orienting naval policy to the age of relativistic-beam 
weapons, or who imagine that we can enter the age of 
beam weapons while tolerating savage constraints on 
our NASA and fusion-energy development efforts . 

What can be the effect of long-wave phenomena in 
targeting naval vessels ,  including submarines? What is 
the significance of generating gravitational waves in 
naval as well as land and missile warfare? What is the 
environment of naval warfare within a geometry in 
which space-based x-ray or gamma-ray beam weapons 
can punch through the atmosphere to strike naval craft? 

The basic military doctrine of the pnited States 
must be to be absolutely first, and a leap ahead of 
everyone else in both the research and development 
tasks of the most-advanced technologies, and in not 
only their general application, but in situating military 
technology and ordering of the arms of warfare in terms 
of such technology. 

Let us hang a slogan in every naval planner's office: 
"Think like Lazare Carnot." 
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The Delphi Method 

Has the Pentagon 
been brainwashed? 
by Lonnie Wolfe 

A group of men and women are sitting around a large 
table in a windowless room.  At the center of the table is  
a small TRS-80 computer with a video display terminal. 
In each of the participants' hands is a small device 
resembling a pocket calculator, joined by wire to the 
computer terminal. 

At the head of the table sits a man with a large stack 
of papers . To his left and right sit two nervous gentlemen 
clutching black looseleaf notebooks. The man at the 
head of the table begins to speak . "Well crew, you know 
why you are here. Today's question is: 'If the U.S .  
government gives sophisticated weapons to  China, what 
will the Soviet Union do? Or more precisely, what is our 
risk of nuclear war in the near term and in the long term?' 
The parameters of the aid program and intelligence on 
the Soviet leadership personality profiles are in the pa­
pers you have already received. You've done this before, 
so you know the ground rules. Let's begin with you, 
Sam. What are your feelings on the subject?" 

Sam speaks for approximately five minutes, fol lowed 
in turn , by each person at the table. If someone rambles 
too long, or if he gets off the topic, the man at the head of 
the table cuts him off curtly saying, "Let's stick to the 
topic. You know the ground rules . You're a pro ."  

After each person has  spoken, the man at  the head of 
the table speaks again.  "Well, you've a l l  said your piece. 
Let's see if we can get a consensus. You know how to use 
the consensor. Let's rate the risk of a Soviet nuclear 
strike on the U.S .  on a scale of 1 to 10 ,  with 1 being least 
likely. Let's do it first for the near term. Please, only press 
the consensor once." 

Each person grabs for his little calculator and pushes 
the button. A few seconds later, the man at the head of 
the table, looking at the graph on the video screen, 
announces proudly, "I do believe we have a consensus . 
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The Soviets are not likely to launch a nuclear strike in the 
near term . Let's see if we can strengthen the consensus. 
Sam, I think you can see now that you were way out of 
line saying that the Soviets would definitely nuke us. 
Maybe you would like to revise your feelings on the 
matter . . . .  " 

And the process is repeatable. 
According to members of the Futures Group, the 

Connecticut-based think tank, this is how a Delphi ses­
sion of a program called Political Stability Prospects 
works, and it is today playing a large role in shaping all 
V .S .  national security doctrine, including the 1 98 1 -86 
secret consolidated guidance of the Department of De­
fense. 

Prospects was designed by the Futures Group during 
the Carter administration for the V.S .  Joint Chiefs of 
Staff (JCS) . The program forms the core of the JCS Long 
Range Appraisal and as such is the basis for all V .S .  
defense posture policies, including such policies as arms 
sales to the People's Republic of China. Similar pro­
grams are also used in the National Security Council and 
the Haig State Department. 

In the growing field known as "strategic risk analy­
sis," the Prospects program and others like it are now 
dominant. All share the use of the Rand Corporation' s 
Delphi method for manipulating a group of experts 
toward a rigged conclusion .  The Futures Group, as the 
cream of the Rand Delphi practitioners, boasts the most 
sophisticated program. It is certainly the most well con­
nected . "We've hooked the Defense Department and the 
JCS pretty good on our method," brags Futures Group 
treasurer Hal Becker. "It simplifies their decision­
making process ." 

When boiled down to essentials, Prospects is a series 
of Delphi sessions linked together by a simple computer 
program . The specific form of the Delphi computer 
"razamatazz" is termed Trend Impact Analysis, a system 
developed by Futures Group founder and president Ted 
Gordon. 

The centerpiece of Prospects is a summary index of 
the potenti�1 for instability in any given country. A yearly 
time series of destabilizing events is Iis�ed, including 
riots, strikes , and terrorist acts, along with a second time 
series measuring economic deprivation. A historical in­
dex is developed by combining the' two . 

Then the oracle of Delphi comes in . 
"We Delphi a consensus," said a Futures Group 

member. "We feed this material to a group of experts. 
They decide how much a political assassination is worth 
versus a riot or two, or how much a bad harvest should 
be weighted against growth expectations. We judge per­
ceptions. We look at the way people perceive things both 
in leadership and in a given country as a whole. It is role­
playing on a grand scale. Then we Delphi it. We get a 
consensus on all the key points, on what the economies 
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will look like, on the importance of riots, of the growth 
of terrorism . " 

The weighted numbers emerging from the Delphi 
sessions are then plugged into this computer program. 
Presto . The oracle of Delphi speaks through a computer 
graph which charts a country's probable instability . This 
is then presented to the assembled Joint Chiefs of Staff or 
their representatives . The Prospect printout with appro­
priate comment is then dispatched to the policy planners, 
who have their own Delphi sessions and arrive at an 
action-policy consensus. This is how V.S .  security doc­
trine is made. 

At several stages in this Delphi process, the Futures 
controllers dispatch their patented consensor, the hand­
held calculator-like device that enables experts to score 
their feelings on a particular question from 1 to 1 0  and 
watch as the consensor tallies their responses on a video 
screen . 

"It is the great equalizer," said Becker, describing 
the consensor as if it were more than an elaborate 
adding machine. "Decision-makers or experts, faced 
with a complicated set of variables will either push 
themselves to an extreme or they become paralyzed. 
With the Delphi method and the consensor, we avoid 
this .  We produce a nice neat consensus, so that no 
single expert opinion matters more than any other. This 
simplifies things for the people who make the decisions. 
They will perceive power behind the consensus. They 
will be more likely to act, especially where the choices 
are difficult. They feel part of a group, not so alone." 

According to Becker, Prospect confirms the worst 
prognostications of such lunatics as Gen . Maxwell 
Taylor who has proposed writing off most of the 
developing sector, letting more than 1 billion people 
die . "Taylor or somebody like him could scream till he 
is blue in the face," said a Futures Group source, "but 
Prospects shows a consensus to policy-makers and will 
prod them to act-even if they don't Ii�e Taylor or his 
ideas . That is the beauty of the Delphi method. The 
consensus is what is important, not the people who 
make it ." 

The Futures Group has worked for the State De­
partment to plan V.S .  response to Third World de­
mands at international conferences for technology 
transfer. Another Futures Group study, classified, ana­
lyzes other advanced sector nations' policies toward 
technology transfer. By acting against technology trans­
fer programs, the State Department blocks economic 
development in targeted Third World countries. Pros­
pects shows that there will be "dozens of lrans, El 
Salvadors, and Cambodias," said Becker. Its results 
have been used to change V .S .  military doctrine toward 
Taylor's and former Defense Secretary Harold Brown's 
Rapid Deployment Force . "Why should we have a 
military to fight wars we are not going to fight," he 
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said . "The new wars will be population wars in the 
developing sector. That i� where the battlefields will 
b " 

/ 
e. 

It was pointed out to Becker and his cohorts that 
policies formulated by the JCS, the State Departm(o':nt, 
and the National Security Council from Prospects could 
have the effect of turning trend predictions into self­
fulfilling prophesies . "Do we do some things that create 
instability?" Becker asked himself. "Certainly. You 
should have asked whether it was intentional . . . .  That 
you have to ask the State Department." 

The Prospects program, according to Becker, also 
routinely analyzes advanced sector nations, including 
Atlantic Alliance members Italy, West Germany, and 
France. 

' 

A consensus for war? 
The obsession of such futures planners as Becker is 

the Soviet Union. "It is our most important adversary," 
said Becker . "It is our biggest mystery, the key to all  
our other puzzles . . . .  You bet we are obsessed a little 
with it." 

Becker and other Futures Group Delphi planners 
feel that what they call the "Soviet Empire" is entering 
into a period of decline that will occur over decades . 

Their idea is to persuade the Soviet leadership that 
succeeds Brezhnev into accepting a "new Yalta" agree­
ment-global redivision that would hold until internal 
contradictions would begin to rip the Soviet bloc apart. 
In the meantime, the Soviets can be induced into 
building a costly moat around their country, as the 
NATO allies trigger instability along the Soviet border. 
The Soviets, say Becker and his futurists, would react 
militarily to each of these provocations, moving as they 
did in Afghanistan. To accomplish this strategy, coun­
tries on the Soviet border like Pakistan and Turkey 
would have to be sa'crificed, explains Becker . 

"We throw the bear some bones and hope he chokes 
on them," said Becker, spinning out his scenario: crises 
fester in the bloc countries and in the Balkans; Iran 
plunges into anarchy, and the Soviets move in. At this 
point, the United States deploys its RDF and there is a 
small shooting war . Tactical nuclear weapons are used, 
but neither side fires its strategic weapons systems.  The 
fighting quickly stops, and the new Yalta is agreed to. 

The new Yalta would not eliminate conflict, but 
merely provide a code of conflict, eliminating the threat 
of superpower strategic confrontation .  

"We are talking about agreeing on how to  c,risis­
manage things like major popUlation reductions," said 
Becker . "We want to keep things under controL" 

Becker, who drafted a new Yalta scenario in a 

January 1 98 1  document, says that the concept origin�lly 
met with stiff resistance. Several Delphi sessions later, 
however, Futures Group people say that it is now the 
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operational policy mode. In other words, the new Yalta 
is live .  

The thinking behind Becker's scenario ,  as he openly 
states, is that the Soviet Union will never resort to the 
first use of strategic nuclear weapons. According to 
Becker, Delphi groups on this subject produce an 
overwhelming consensus that a general strategic war 
cannot happen . 

The recently leaked U.S .  consolidated guidance, 
signed by Defense Secretary Caspar Weinberger, is a 
product of this consensus. According to well-placed 
sources in the defense community, the guidance was 
produced by a combination of Delphi planners, includ­
ing the Futures Group-created planning unit in the 
Joint Chiefs Long Range Appraisal .  In fact, one know­
ledgeable source reported that the first-strike orienta­
tion of the guidance was l ifted almost entirely from the 
JCS planning group, J-5 , or five-year-plus strategic 
planning perspective . J-5 uses the Futures "Prospects" 
program to develop its baseline estimates. 

According to these sources, the Weinberger guid­
ance had three basic purposes, all of which were linked 
to the concerns expressed in Becker's scenario .  The 
purpose of the leak is to make explicit the threat to 
strike the Soviets anywhere in response to Soviet pres­
sure in the Persian Gulf, the threat to go to first-use of  
tactical nuclear weapons, and most importantly, the 
implicit first-strike capability of the Europe-based 
Pershing II and the cruise missile systems.  

The Delphi planners find the U.S.  out-gunned and 
out-manned via-a-vis their Soviet adversary, a fact they 
admit among themselves, if not always in public. None­
theless, by threatening first strike, they assume they can 
bluff the Soviets-or at least keep them out of a 
strategic nuclear exchange. The United States is oper­
ating in what the Delphi planners call a "crazy state" 
mode, borrowing a concept developed by the Tavistock 
Institute for Human Relations, the psychological war­
fare training center of the British royal family. The ide� 
is to create an international, controlled aversive envi­
ronment, within which to manipulate the Soviets. They 
define a "crazy state" as a nation whose doctrine is in . 
fact the deliberate manipulation of perceptions in an 
attempt to create a new strategic reality. By acting 
insane, U .S .  "strategic" thinkers hope to force the 
Soviets to accept the world on their terms. 

But what if the Soviets don't buy the whole scheme? 
What if they choose instead to launch strategic nuclear 
war against an unprepared West? What if the Delphi 
people have miscalculated? "That is not the consensus," 
said the Futures people. "That is not the consensus. The 
Soviets won't go to all out war. They just won't ." And 
what if  these oracles of Delphi are wrong? "Well, I 
real ly don' t  think that we should spend too much time 
considering that," said Becker. 
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Who lost at the summit: 
Schmidt . . .  and Reagan 
by Vivian Zoakos, European Editor 

By deciding to "stand firm" in defense of the U .S .  
Federal Reserve's high interest -rate policy, President 
Ronald Reagan set himself up into having to make an 
important concession at the July 20-2 1 Ottawa summit 
of the seven largest industrialized countries. The conces­
sion, heralded as a major victory by "one-worldist" 
Canadian Prime Minister Pierre Elliott Trudeau, in­
volved Reagan's acceptance of the principle of "global 
negotiations" on various issues. 

Trudeau, among others , is viewing this as a foot in 
the door to supranationalism and the erosion of the 
principle of national sovereignty. 

. 

At the same time, by refusing to budge on the interest 
rates question, President Reagan put his one real ally, 
West German Chancellor Helmut Schmidt, into a diffi­
cult economic position that will substantially weaken 
him political�. Schmidt is now being forced to imple­
ment precisely those " BrUning -style" austerity meas­
ures which he has been warning against for the past two 
weeks, and which could presage his political demise. 
Control of Germany would then pass into the hands of 
one or another representative of the "one-worldist" 
crowd allied to the Canadian Trudeau .  

At the concluding press conference July 21 ,  Helmut 
Schmidt announced that "we have decided that the state 
should take a step back as a public borrower to give the 
central bank more leeway in dealing with interest rates . "  
He  indicated later over German radio that the cuts in the 
German budget would have to be deeper than had been 
expected before Ottawa. 
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Prior to the start of the summit, Schmidt had been 
insisting that failure to bring down U.S .  interest rates 
would mean the need to adopt "BrUning-style" austerity 
in West Germany . To any responsible German a BrUn­
ing economic policy represents nothing short of a night­
mare. It was the deep austerity of 1 930- 1 932 imposed by 
BrUning that prepared the way for the rise of Hitler in 
that country. Schmidt has been warning that American 
economic policy, if not reversed, would force him into a 
BrUning posture-followed by results parallel to what 
occurred in Weimar Germany after 1 932.  

This is  what President Reagan put into motion 
through his much praised "success" in defending the 
Federal Reserve's interest rates policy. At the same time 
he approved what the London Financial Times gloated 
July 22 was a "vital change in position by the U.S ." :  
acceptance of the principle of global negotiations to  deal 
with central North-South and economic matters . 

To gain this concession had been the prime stated 
aim of Canadian Premier Trudeau. He had stated this in 
his address to the Canadian Parliament June 1 5 , where 
he identified global negotiations with the Brandt Com­
mission report on North-South relations. 

The final communique at Ottawa included support 
for various of the positions endorsed by the Brandt 
Commission report . Among these are condemnation of 
popUlation growth ("We are deeply concerned about the 
implications of world popUlation growth"), support for 
the strengthening of supranational institutions ("We 
welcome the recently expanded role of the IMF"), deili-
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dustrialization in the advanced sector together with 
veiled union busting ("We must . . .  change . . .  expecta-
tions about growth and earnings, change . . .  labor rela-
tions and practices, change the pattern of industry, 
change the direction and scale of investment") ,  and of 
course the principle of global negotiations, the linchpin 
of the Brandt Commission report ("We are ready to 
participate in preparations for a mutually acceptable 
process of global negotiations in circumstances offering 
the prospect of meaningful progress"). 

As the New York Times noted the following day, 
"The Canadians, in particular, greeted this as a major 
concession by the Reagan administration after it had 
expressed little interest in and some puzzlement about 
global negotiations." 

The essence of the Brandt Commission report, as the 
above indicates, is to call for the deindustrialization of 
the advanced sector under the guise of providing aid to 
the developing sector. This is based on an "equal distri­
bution of wealth" schema that would impoverish the 
developed countries while leaving the Third World at 
starvation levels through forbidding the transfer of any 
but the most primitive technologies to these countries. 

Intrinsic to the implementation of this program is the 
weakening of the national sovereignty of the advanced 
sector nations. Otherwise, englightened national self-in­
terest would tend to prevent the substantial industrial 
dismantling of the industrialized nations. 

As a first step in the implementation of such a pro­
gram, Canadian Prime Minister Trudeau was able to 
announce at the end of the summit that a permanent 
economic consultative mechanism had been established . 
This "mechanism" essentially institutionalized the yearly 
economic summit as an ongoing body with responsibili­
ties for immediate crisis management in the expected 
cataclysms that will be hitting the international monetary 
system . 

However much the "language" of the summit com­
munique is interpreted as mere rhetoric, or symbology, 
let no one deceive himself. The heads of state at Ottawa 
took an important step in abdicating the traditional 
responsibilities of national leaders to control their own 
economies in favor of supranational institutions, whether 
they be already in existence like the IMF or be some 
newly formed organization like the New International 
Bank proposed last month by Sir Harold Lever of Britain. 

Focus on East-West relations 
The stated purpose of the meeting in Ottawa was, as 

with those that have been held over the last seven years, 
to discuss and formulate economic policy. In fact one of 
the major foci of attention-aided by Israeli Prime 
Minister Begin's  daily blitzkrieg raids into Lebanon­
was East-West relations. This became a point of signif­
icant conflict, with West German Chancellor Schmidt 
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and Japanese Prime Minister Zenko Suzuki the focus of 
dissent . 

In response to pressure from the U .S . ,  Canada, 
Britain, and France, who argued against trade with the 
Soviet Un ion  i nvo lv ing  s ign ificant  techn olog ies ,  
Schmidt and Suzuki refused to  buckle. Schmidt declared 
that the Soviets are a natural trading partner with West 
Germany, and he refused to consider reneging on the 
gas pipeline deal that has been under negotiation be­
tween the two nations . 

In fact, the day after the summit, Salzgitter steel, a 
government-owned corporation, signed a large contract 
with the Soviets. The explanation of Schmidt's spokes­
men was that trade with the East bloc has been a lifeline 
to the German economy in the midst of the major 
recession in the West . Diplomatically, he did not men­
tion the fact that under a new confrontationist stance in 
the West, West Germany would be the first to be 
sacrificed to Soviet tanks and hence the Germans are 
determined to do nothing to disrupt what remains of 
detente. 

For his part, Premier Suzuki's government loudly 
announced a new sizeable deal with the Soviets the day 
after the summit concluded . A consortium of five 
Japanese steel companies signed a deal with Moscow to 
sell them 750,000 tons of steel pipeline to be used in the 
construction of the natural gas pipeline being negotiat­
ed with Germany and France. The initial dollar figure 
for this deal is $400 million ,  with an option to expand 
the tonnage shipped . 

Nonetheless, despite the minority opposition from 
Germany and Japan, the majority were able to include 
in the final communique a clause calling for consulta­
tions and coordination "to ensure that, in the field of 
East-West relations, our economic policies continue to 
be compatible with our political and security objectives. 
We will undertake to consult to improve the present 
system of controls on trade in strategic goods and 
related technology with the U .S .S .R ."  

Trudeau announced at  h i s  concluding press confer­
ence that the East-West strategic trade issue covered in 
the communique will be taken up at a meeting of the 
Atlantic Alliance's strategic trade coordinating commit­
tee, CoCom, this fall .  

Despite the smile of comradeship, the summit was 
correctly summarized by West Germany's largest news­
paper Bild Zeitung as "harmonious disharmony." De­
spite standing firm, however, Suzuki and particularly 
Schmidt will be coming under increasing pressure over 
the coming year on both the economic and strategic 
front, as the summit results indicate. Unless the deci­
sions taken at Ottawa are reversed ,  it can only be 
counted as a turning point toward world fascist dicta­
torships warned of by Schmidt in his repeated references 
to BrUning . 
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The Middle East 

Will Washington finally halt 
Israel's war rampage in Lebanon? 
by Nancy Coker 

Waves of Israeli air force jets swoop over Beirut, bomb­
ing an entire section of the city to rubble. Apartment 
buildings are leveled. More than 600 Lebanese civilians 
are killed; thousands are wounded . It is the July 1 7  air 
strike-the largest against Lebanon by Israel in seven 
years. Israeli Prime Minister Menachem Begin pledges 
to continue hitting at civilian targets, justifying his policy 
of wanton murder by stressing his commitment to liqui­
date "Palestinian terrorists" wherever they may be. 

A curious paralysis grips the Reagan administration. 
President Reagan is described by aides as "confused" 
and "perplexed." Secretary of State Alexander Haig 
refuses to condemn Israel . 

The effect of Begin's bloody rampage-and Reagan's 
toleration of it-will be to shatter V.s.-Arab relations 
and propel the Arab world into the Soviet camp. The 
result could be a superpower confrontation and oil crisis 
in the weeks or months ahead. 

Cowboy politics 
Reagan's support for Begin is a direct result of his 

poor grasp of the realities of the international strategic 
situation and his shortsighted insistence on viewing the 
world in black-and-white cowboy fashion-i.e . ,  the 
"good-guy Israeli capitalists" taking on the "bad-guy 
Palestinian communists."  Deluding himself that he is 
defending the free world by backing the lunatic Begin , 
Reagan is in fact setting the stage for a major interna­
tional crisis and, potentially, a third world war by 
allowing Begin to run amok in Lebanon. 

Reagan is thus susceptible to a larger policy design,  
devised and backed by Great Britain and French Presi­
dent Fran�ois Mitterrand: using Begin to .polarize the 
Middle East, Yalta-style, along superpower lines and 
establish a Western-aligned "strategic consensus" 
against the Soviets. 

Reagan administration tolerance for Begin is reflect­
ed in the totally inadequate V.S .  response to Israel 's 
provocations in Lebanon. Reagan's  decision to suspend 
the delivery of ten F- 1 6  jets to Israel can hardly be 
deemed punishment, even by the Israelis, who gracious-
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ly accepted the delay . "We understand that Washington 
can't do anything but that," said one of Begin's aides 
sanguinely. "We understand their embarrassment. If 
the jets are held for a while, Israel won't be so endan­
gered . I believe the planes will be delivered ."  

The ineffectual response on the part of the Reagan 
administration was matched by a statement issued by 
the heads of state at the Ottawa economic summit that 
even-handedly called for an end to the violence and 
urged "restraint" by "all sides and parties," without 
even singling out Israel ! 

Beyond the Litani 
According to intelligence sources, Begin is preparing 

for a full-scale invasion of Lebanon aimed at annexing 
territory as far north as the Zahrani River. The Zahrani, 
which is located j ust 27 miles south of Beirut, is well 
beyond the current "red line," defined as the Litani 
River. An "Operation Zahrani" would culminate in the 
expulsion of all Palestinians in Lebanon living below 
the Zahrani and within rocket range of Israel, the 
Baltimore Sun reported on July 2 1 .  

The first phase of Operation Zahrani took place on 
July 20, when Israel sent ground units deep into Leba­
non to knock out Palestinian positions along the Zah­
rani River. It was the first Israeli ground attack since 
hostilities began two weeks ago . 

To prepare for an invasion, Israel has been system­
atically destroying Lebanon's communications and 
transportation infrastructure. At least 10 bridges have 
been blown up, along with key roads and supply lines. 
Last week, I sraeli jets destroyed an oil refinery near the 
Zahrani .  The refinery produced one-third of Lebanon's 
gasoline. As a result, an acute gasoline shortage has 
gripped the country. 

Other preparations for war include the stationing by 
Israel of tanks and other armored vehicles in areas of 
southern Lebanon controlled by Israel's Lebanese pup­
pet Maj .  Saad Haddad. 

An aide to Begin confirmed this week that Israel is 
not interested in  pursuing a negotiated settlement to the 

EIR August 4, 1 98 1  



fighting and is ready to launch "a wide conflict against 
Syria on Lebanese soil ." "Air strikes alone" cannot 
"break the PLO," said one Begin official .  

Yehoshua Saguy, the chief of Israeli military intelli­
gence, stated July 22 that one motive for Israel 's  massive 
bombing raid on Beirut was to generate Lebanese 
civilian resentment against the Palestinians .  "I would 
say at least they have something to think about now," 
Saguy said. 

Reports meanwhile persist that Syrian President 
Hafez Assad is considering deploying "air defense 
weapons in Beirut" to protect the Lebanese capital 
against Israel . A number of Syrian soldiers stationed in 
Beirut were killed in the Israeli bombing. In addition, 
50 Soviet warships are reported to be positioned off the 
coast of Lebanon, having stayed in the area following 
their joint maneuvers with Syria last week . 

Is Begin going too far? 
A number of Israel's leading moderate newspapers 

have started to question Begin's policy . Israel 's  most 
prestigious paper, Haaretz. wrote that what "has al­
ready been harmed is Israel 's moral superiority over its 
enemies ." Another daily, A l  Hamishmar, stated, "It is 
an illusion to think that it is possible to eliminate the 
terrorists, even if we use the air force against them." 
And the Jerusalem Post editorialized, "To what extent 
is this stepped-up military action guided by a well­
thought-out policy? What was the decision-making 
process of the government, which in fact is only a 
transition administration? . . .  Given [his] narrow ma­
jority [in the June 30 election] was it not incumbent on 
Begin to seek broad national support for such extreme 
action by consulting the Labour opposition beforehand? 
How far can Israel strain its already tense relations with 
Washington without dire consequences?" 

Numerous American Jewish leaders have reacted 
similarly . In Philadelphia, one prominent Jewish 
spokesman stated how difficult Begin's bombing raids 
have made it for parents to maintain pride in being 
Jewish in their children . "Begin has gone too far," said 
another leader. "Begin doesn't know when to quit, 
when to restrain himself." 

Even some of his erstwhile Anglo-American backers 
may be concerned about Begin.  Signs that this may be 
the case appeared in the French daily Le Monde last 
month which reported that Begin's excesses are alienat­
ing the entire Arab world, including the moderates, 
making Alexander Haig's plans for a strategic military 
alliance among Jordan, Saudi Arabia, Egypt, the Gulf 
countries, and Israel an impossibility . 

Whether, and for what reason, the Reagan adminis­
tration will move to constrain Begin is still unclear. 
However, there are signs that the threshold of tolerance 
may have been crossed . 
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O n  July 22, Deputy Secretary o f  State William 
Clark, known for his personal loyalties to Reagan and 
not to Haig, made his first major public statement since 
assuming his position six months ago, and attacked 
Begin .  Reflecting Reagan's growing irritation with Be­
gin ,  Clark said, "Our commitments are not to Mr . 
Begin but to the nation he represents, and without 
question he is making it difficult to assist Israel ."  
Clark's statement echoed an earlier comment by Rea­
gan : "That fellow Begin sure makes it hard to help 
him." 

Referring to the decision not to go ahead with the 
delivery of the F- 1 6s, Clark said, "You just don't ship 
gasoline to a fire." Clark stressed, "Our commitments 
to the area may not parallel Mr. Begin's .  Israel is not 
our only friend in the region ."  Clark went on to suggest 
that the delivery of the F- 1 6s could be postponed 
indefinitely and that the ban may be widened to include 
F- 1 5  jets and M-60 tanks as well .  

Clark's statements take on added significance in 
light of reports that he did not clear his comments with 
Haig, who, it is estimated, would have disapproved. In 
addition, the New York Times reported July 22 that the 
prevailing view aniong Arabs is that one of the motives 
for Israel's provocations in Lebanon is to thwart the 
strengthening ties between the Reagan administration 
and several Arab countries, namely Egypt, Saudi Ara­
bia, and Iraq. 

The same day, Defense Secretary Caspar Weinber­
ger also issued a round of milder criticism of Begin .  "I  
think that [Begin's] course cannot really be described as 
moderate at this point," said Weinberger . "It is essential 
that there be some moderation and some general reali­
zation of how volatile the region is and how quickly 
individual acts of violence or individual acts of aggres­
sion or retaliation, or whatever, can lead to something 
much more violent ." 

New Arab moves 
toward Moscow 
by Judith Wyer 

The pro-Israel bias of the Reagan administration com­
bined with the lack of support for pro-U.S .  Arab nations 
is pushing those Arab states to make overtures to the 
Soviet Union .  

This is not  occurring because the leaderships in Saudi 
Arabia or Jordan are in ideological agreement with 
Moscow, but because they no longer see the United 
States as the trustworthy ally it used to be. "It's just a 
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question of power," observed a Middle East source. 
"The U.S .  isn't as strong as it used to be, and Begin's 
current aggression against the Arab world calls into 
question whether Washington will rein Begin in. Under 
these circumstances the Arabs will seek out other allies 
that can exert power, so they go to the Soviets ." 

The recent visits of the foreign minister of Kuwait 
and Jordan's King Hussein to Moscow were closely 
coordinated with Saudi Arabia. Syria and Iraq, whiCh 
both have close relations with the U.S .S .R . ,  are report­
edly acting as mediators between Riyadh and Moscow.  
Through these channels i t  is anticipated that Saudi Ara­
bia may possibly renew direct contact and relations with 
the Soviets, should Reagan's Middle East policy remain 
unchanged . 

Meanwhile, a faction within Britain associated with 
Foreign Secretary Lord Carrington is encouraging a 
certain amount of Soviet contact with such states as 
Saudi Arabia.  This conforms to Britain's so-called new 
Yalta policy, which would give the Soviets influence in 
parts of the world until now exclusively associated with 
the West. According to this calculation, such a strategy 
would give NATO badly needed time for a military 
buildup in anticipation of a future confrontation with the 
presently militarily superior Soviets . 

Carrington et al .  meanwhile estimate that they can 
control Soviet influence in the strategic Persian Gulf 
through British agents within the Soviet KGB associated 
with triple agent General H .  A. R. "Kim" Philby . 

It is no secret in the corridors of power that Reagan 
and Carrington are at extreme odds on crucial strategic 
issues centering around the Soviet policy. Carrington 
would offer dangerous concessions to Moscow to post­
pone confrontation. Reagan envisages forging a world 
consensus now to confront and force a showdown with 
the Soviets . Thus Reagan values Israel as a chief ally in 
this pursuit. But if the Mideast is any example, Reagan 
may end up throwing U.S .  Arab allies to the Soviets 
faster than Carrington .  Begin's current terror raids 
against Lebanon have been labeled by the Arab world an 
American adventure, and have accelerated the Arab­
Soviet relationship . 

Syrian-Soviet exercises 
Earlier last month, the Syrian forces and the Soviet 

Red Army held joint maneuvers. The Soviet troops 
landed in Syria, the first time ever they had operated on 
Arab soil during military exercises. The exercises oc­
curred days after Begin's re-election , in the midst of a 
worsening conflict between Syria and Israel over Leba­
non.  Shortly after the maneuvers, Syrian President 
Hafez Assad told the French newspaper Quotidien de 
Paris that war with Israel over Lebanon was imminent. 
That same day Vadim Zagladin of the Soviet Commu­
nist Party Central Committee, in an interview with 
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French television, pledged Soviet backing to Syria in 
the event of such a war . 

Assad then traveled to Libya and Algeria to confer 
with Algerian President Chadli Benjadid, who has just 
returned from a stay in Moscow, and Col . Muammar 
Qaddafi, on tightening Arab ranks for a confrontation 
with Israel . Following the brutal Israeli air raid on 
Beirut, even the press of the conservative Arab states 
issued harsh attacks on the United States for giving 
Israel a "green light."  An editorial in Saudi Arabia's A l  
Riyadh newspaper blasted Philip Habib, Reagan's spe­
cial envoy to the Middle East, calling him the successor 
to Henry Kissinger, hated in the Arab world for his role 
in fomenting the Lebanese civil war of 1 976. Riyadh 
noted that "it has become necessary to watch the man's 
[Habib] movements very carefully . . . .  In fact Habib 
has outdone 'dear Henry's' traveling to and fro across 
the Middle East as if the area were an American ranch 
under the command of the Zionist COWboy." 

The day following the Israeli raid on Beirut, July 1 8 , 
Palestine Liberation Organization chief Yasser Arafat 
held an emergency meeting with the Soviet ambassador 
to Lebanon, Alexander Soldatov. Arafat gave Soldatov 
a message for Soviet President Brezhnev. The week 
before Farouk Kaddoumi, head of the PLO foreign 
ministry, led a delegation to Moscow to tighten Soviet­
Palestinian relations . 

The Persian Gulf state Kuwait and the United Arab 
Emirates (UAE), both historic allies of Britain, have 
taken the lead in the Gulf region in pressing for 
increased , contact with the U .S . S . R .  Following the 
Israeli raid on Beirut, Kuwait urged Lebanese ,President 
Elias Sarkis to fly to Moscow urging that "now is the 
time to play Lebanon's Soviet card ." 

UAE president Sheikh Zayed in  June issued an 
unprecedented statement of approval for the Soviet 
military occupation of Afghanistan, the first time an 
Arab Gulf leader has done so. The Gulf states have 
been vocally opposed to the Soviet occupation for fear 
that it might foreshadow a Soviet move into the Gulf. 
Zayed later retracted the statement, reportedly after 
Saudi Arabia expresseQ its displeasure. But the govern­
ment of South Yemen, a strong ally of the Soviet 
Union, praised Zayed for the statement. 

During the recent Ottawa summit, President Reagan 
was SUbjected to harsh criticism by the European partic­
ipants. One French diplomat at the United Nations 
summed up that criticism to EIR: "The Soviets will win 
everything .  Look at Jordan and Kuwait .  They are 
already approaching the Soviet Union, as secret envoys 
of Saudi Arabia . The U.S .  does not understand any­
thing . They still support Begin after hundreds died in 
Beirut. Washington still refuses to condemn Israel . The 
European Middle East peace initiative is dead. The 
Arabs now have only one place to turn ."  
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Interview 

Israel and NATO versus 
the Arabs and U.S.S.R.? 

EIR correspondent Mark Burdman conducted the follow­
ing interview July 21 with T. Hazou, the information 
adviser to Prince Hassan. 

Burdman: I saw the Crown Prince's comments in the 
Observer this week about Israel "balkanizing" the Mid-
east. Could you give us details? \ 

Hazou: What the Crown Prince had in mind is the 
process of balkanization which is already ongoing . Israel 
has succeeded in breaking up Lebanon .  The West Bank 
has been administratively broken into three zones: Sa­
maria, Jerusalem, and Judea. This gives the Israelis more 
effective means of population control .  Then Saad Had­
dad in southern Lebanon has created a mini-state. Israel 
would love to see the same process develop in Syria too. 
Being a minority themselves, the Israelis want to be 
primus inter pares [first among equals] among the minor­
ities of the Middle East . I don't  know of a more specific 
origin than that. 

Burdman: I saw a reference to another interview of the 
Crown Prince where he talked of Israel being integrated 
into NATO. How would that work? 
Huou: Israel would prefer to be associated with NATO 
rather than with the United States alone. I think that is 
what the Crown Prince had in mind. But I don't  think 
the Western countries like the idea very much; they see it 
as harming Western interests . What we expect next from 
Israel in the area is in the short term a lessening of tension 
immediately, but followed by new efforts to convince 
America that Israel wants to be the policeman in the 
regioQ.  So Israel's strategy, simply put, is to keep bring­
ing the area to the brink of war, and then drawing back, 
to the brink and back . It's a very dangerous strategy. 
Lebanon has just nearly escalated into a wider conflict .  
And Begin personally might be carried away to do 
something irresponsible, you can never tell with him. 

Burdman: Is the Crown Prince of  the opinion that the 
Middle East is heading toward a kind of Euro-Arab 
perspective, in which European influence supplants a 
weakened U.S .  position? 
Huou: The Euro-Arab idea is possible, if the Europe­
ans decide to genuinely act with some independence from 
the U.S . . . .  [Hassan] was impressed at Ottawa with the 
European efforts to impress upon the U .S .  the need to 
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deal with the Middle East from a somewhat different 
perspective, to take the Palestinian issue more seriously . 

Burdman: The Crown Prince referred to Arab-Soviet 
relations' now improving greatly, including possible as­
sociation with the Warsaw Pact . What is the process 
going on here? 
Hazou: It is unfortunate, but if the policy of the U .S .  
does not  become more even-handed, then Arab-Soviet 
relations will improve . This will not go so far as joining 
or associating with the Warsaw Pact . It  will involve, for 
example, increases in arms contracts with the Soviets, 
definitely, and other steps in that direction.  

Jordan's Crown Prince 
cites Soviets' 'bold role' 

Below are excerpts from an interview with Jordan 's Crown 
Prince Hassan which appeared in the July 1 7  issue of the 
London-based A rab journal Al Majallah. 

Begin and his military aides and the opportunist 
Zionist right in general are aware that this is the time for 
Israel to shift from the framework of coexistence with the 
area's states to the framework of imposing recognition 
of a fait accompli . In fact this constitutes part of a 
security deal to be concluded between Israel and the 
United States . 

An American quarterly magazine refers to this matter 
in its latest issue. According to this view, Israel will in the 
next few months ask to become a full member of the 
Western alliance. I also believe that Israel will announce 
an effective nuclear stance and, on the basis of its concept 
of public security, will intensify its efforts to realize the 
world Zionist movement' s  dream of turning .the inhabi­
tants of the occupied territories into minorities . . . .  

I believe that Israel is seeking to achieve a formula of 
"mutual dependence" between it and America. This 
could take the form of a defense pact. However, accord­
ing to tQe concept I have mentioned, Israel should reject 
the idea of a permanent American military presence to 
safeguard the Zionist identity but would provide indus­
trial, military, and medical services and everything the 
American forces would need in order to act in the 
area . . . .  

The Soviets call for a comprehensive solution of  the 
Middle East crisis and the area has begun to appreciate 
the boldness of their distinguished role. We used to 
advocate isolation from the big powers, but that is 
something which Begin would like to see so he can 
further the U.S .  policy in the area . 
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LOpez Portillo charges international 
conspiracy against Mexican peso 
by Dennis Small, Latin America Editor 

On the morning of July 17 ,  Mexican President Jose 
Lopez Portillo denounced the existence of an "interna­
tional conspiracy" to destroy the Mexican economy, and 
warned: "I will fight like a dog to maintain a stable 
peso." 

Although Mexican officials have publicly denied that 
the current assault is similar to the massive run on the 
peso and forced devaluation of August 1 976, in private 
many are far less sanguine. One high-ranking security 
official confided to EIR earlier this week that the 1 976 
scenario is not only a possibility, "it is happening al­
ready, and it's the same damned crowd at it once again." 

In 1 976, specialists in international flight capital pro­
voked a $4 to $6 billion run on the Mexican peso in a 
period of weeks, and forced President Luis Echeverria to 
devalue the peso by 50 percent . This led to a deep 
recession of the Mexican economy and serious damage 
to the country's political stability, which President Lopez 
Portillo has painstakingly rebuilt in the intervening five 
years . As a result, Mexico today is far stronger both 
economically and politically than it was .five years ago, 
and thus more able to withstand "international conspir­
acies ." But the strategy of Mexico' s  enemies then and 
now is identical . 

The forces seeking to once again throw Mexico into 
turmoil are centered in Wall Street' s financial houses, the 
Socialist International, and the notorious Trilateral 
Commission-whose former executive director Zbig­
niew Brzezinski gained infamy in the Carter years for 
proclaiming an American policy toward Mexico of "nev­
er tolerating another 'Japan' south of the border ."  

This grouping's goals in the current attempted rerun 
of 1 976 include: . 

1 )  sabotage Mexico's exemplary industrialization ef­
fort, which has resulted in 8 percent annual growth rates 
in each of the last three years; 

2) destabilize President Lopez Portillo on the eve of 
his critical October 1 98 1  selection of his successor, and in 
this way try to impose a candidate to Wall Street's liking; 
and 

3) deprive prodevelopment layers in the U .S .  of  a 
$ 1 00  billion export market for capital goods, and thereby 
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help shut down the heart of American industry as well .  
The key weapon in the current anti-Mexican cam­

paign is the declaration of full-scale economic warfare 
against that country, orchestrated by David Rockefeller 
and his Trilateral Commission .  Over the past month, 
Mexico has had its oil boycotted by the Exxon Corpo­
ration and other Rockefeller-linked oil companies, and 
suffered a strong assault on the parity of the peso 
through a calculated rumor campaign which was kicked 
off in the pages of the Wall Street Journal in early July. 
Since then, the international press has been filled with 
one story after another purporting to demonstrate that 
Mexico can only solve its economic ills by cutting back 
sharply on its ambitious development projects. 

It was this "informational terrorism" that was the 
special object of Lopez Portillo' s  fury at his July 1 7  
press conference. With a bluntness that disarmed the 
gathering of foreign journalists, the Mexican president 
scathingly denounced those who were trying to 
stampede people into dumping the peso . The Mexican 
president declared total warfare against these Wall 
Street forces, and tore into their Mexican errand boys­
"those little bank employees who tell their clients to buy 
dollars ." He insisted that the Mexican economy is 
"growing like never before," and that Wall Street's 
prescription of austerity was ludicrous and unaccept­
able. 

The Mexican president's call to arms-echoed and 
endorsed by every editorial in every Mexican newspaper 
and by the top spokesmen of the country's labor 
movement-was enough to quiet the exchange markets 
for the time being, and force a drop in peso sales. But the 
story is far from over. 

Lopez Portillo himself has stated that he will now 
allow the peso to float downward somewhat more 
rapidly-some analysts believe a yearly rate of 8 to 10  
percent is likely-and he has  also not  ruled out a modest 
devaluation at some point in the future. But the Wall 
Street-Trilateral crowd is not interested in a technical 
devaluation as such, but in an economic and political 
confrontation with Mexico . They can therefore be ex­
pected to renew their anti-peso campaign shortly. 
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A July 2 1  Journal of Commerce article-the only 

coverage to date in the U . S. press of Lopez Porti l lo's  
important address-said as much: "The pressures on 
the Mexican peso are real ,  not imagin ary ,"  wrote Alan 
Robinson, "and the Mexican economy does not need 
an international plot to send it down. "  

This last week, Wall Street added another weapon 
to their anti-Mexican arsenal: the deliberate political 
destabilization of the co untry thro ugh the activation of 
radical Church networks. This strategy was delineated 
in detail in a July 2 1  Wall Street Journal article, which 
argued that a repeat of the 1 920s bloody showdown 
between the Catholic Church and the fledgling Mexican 
republic-known as the Cristero Rebellion-co uld eas­
ily be repeated. The resulting "civil war between the 
Church and the state ," Journal scribbler George Get­
schow noted merrily, "could threaten the political and 
economic stabi lity of Mexico." 

The particular area of the coun try that has been 
targeted for trouble this time, is the oil-rich southern 
state of Chiapas, which borders on volatile Guatemala 
and which has an inordinate concentration of Jesuits 
and other troublemakers. 

In this context, Mexican security officials will be 
closely watching the upcoming trip to M exico of Father 
Theodore Hesburgh of Notre Dame University, who is 
on the Board of Directors of the Rockefeller Founda­
tion. EIR has learned that Hesburgh's  closest collabo­
rators were responsible for planting the call for another 
Cristero Rebellion in the Wall Street Journal (see be­
low), and are also actively wo rking with Theology of 
Li beration priests in Mexico's  south . 

The interest-rate question 
In his press conference, Lopez Porti l lo indicated a 

two-level response to the "international conspiracy" 
against Mexico. The first, as mentioned above, was to 
mobilize the nation on the straightforward basis of 
patriotism, asking citizens to come to the defense of 
M exico's currency and institutions. The seco nd was to 
recognize that the full solution to Mexico' s  problem s 
lies not inside Mexico , but in the international arena. 

The Mexican president noted in his remarks that the 
economic difficulties M exico is facing are shared by 
most nations in the world, and that this is due to the 
"scissors" effect created by the combination of reduced 
prices for raw materials (such as M exico ' s  oil) and 
stratospheric interest rates on the U.S .  dollar . Lopez 
Porti llo therefore called on the recently concluded Ot­
tawa summit to force the U . S. to lower interest rates. 

After Ottawa, Mexico plans to make these issues the 
central topic of discussion at the October 1 98 1 North­
South meeting in Cancun, Mexico . But Wall Street is 
counting on having brought t-he M exican president to 
his knees before that time. 
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How currency warfare 
worked in 1976 
On. A ug. 3 1 , 1 976, four m onths before the inaugu­
ratIOn of President Jose Lopez Portillo  and on the 
eve of then-President Luis Echeverria' s  sixth and 
last State of the U nion message, M exico was forced 
to devalue its currency-the peso-by 50 percent. 
It was the first devaluation in 22 years ! 

The devaluation was the result o f  a coordinated 
destabilization against the M exican natio n, kicked 
off in March 1 976,  when Wall Street and Trilateral 
Commission press outlets started to systematically 
call for devaluation with lengthy rumor-mongering 
and scare articles. The leading publications in that 
campaign were Money Manager, Barron 's. and the 
Wall Street Journal, which even suggested that the 
" best time" to "effect the mechanisms of devalua­
tion" would be September.  

Politically , the cal ls  for devaluation were ac­
companied by a tourist boycott of M exico, organ­
ized by Rockefeller protege Jllc()b Javits and the 
Zio nist lobby, coordinated with ex-President Mig­
uel Aleman, the head of Mexico' s  Tourism Coun­
cil , who has notorious lin ks to international Zion­
ism . 

Whi le the Zionists attacked M exico for "anti- . 

Semitism,"  U.S. Rep. Larry McDonald sponsored 
full-page ads in the major U.S .  press warning of 
M exico's "slide toward communism. "  

This classical "right-left" operation was de­
signed to foster a lack o f  confidence i n  Mexico, and 
to provoke massive capital flight from the country. 

Within  d a y s  of t h e  deva l u a ti o n ,  rumors  
abounded that  Mexican bank accounts would be 
frozen by the government, triggering a national 
b a n king panic. Thousands  o f  people besieged 
banks throughout the country attempting to with­
draw their deposits. Other rumors-that the gov­
ernment plan ned to nationalize the banks, or that a 
military coup was in the works-also spread like 
wildfire during the second week of September. 
Things got so bad that, on Sept. 1 6, in an unprece­
dented statement in Mexican politics, the chief of 
staff of the armed forces, General Gutierrez Casta­
neda , was forced to announce that "the doors of 
the military are closed . . .  to any fascist coup." 

The Echeverria government at the time de­
nounced the rumors as a " form of terrorism" fos­
tered by " small groups" which pay others to spread 
rumors to "disorient people." 
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Documentation 

'[ sense a conspiracy ' 

The following are excerpts from Mexican President Jose 
Lopez Portillo 's remarks to foreign journalists in Mexico 
City, delivered on July J 7. 

On the attack against the peso 
I would like to underline the fact that frequently 

certain interests-that I would call petty-manipulate 
news items, they transmit them, and they fal l  on a naive 
audience or on a malicious one that propitiates and 
enlarges them . . . .  Every day, some cable or other from 
some foreign bank arrives, talking about the peso and 
its status . And this encourages the little bank employee, 
who confidentially calls up the lady who is his client, 
and tells her: "Madame, I want to give you a tip-buy 
dollars, because of this, that, and the other."  And in 
that way an internal climate is created which is the cause 
of the serious tensions . . . .  

I sense that there is a conspiracy-and I am not 
suffering from a persecution complex-because I see it 
in the informational terrorism against our poor peso.  
Both inside and outside Mexico, many people are 
committed to a sudden devaluation . . . .  

I will fight like a dog to maintain a stable peso, I 
will fight with all my strength, because I don't want to 
reward the speculators . . . .  I don't want to reward the 
least positive-I should actually say the most negative­
elements of our society, because this would harm a lot 
of good people, who have shown solidarity with our 
nation . . . .  I don't want to reward the arrogance of the 
fatalistic technicians who have issued pronouncements 
against the peso . . . .  

At exactly the moment that our economy has strong 
vital signs-we are growing like never before, we have 
more work than ever before-that we have, for specu­
lative reasons, been hit with this blockade, this foreign 
or domestic siege, against our peso . . . .  

Every morning some cable from some foreign bank 
arrives saying they are limiting their purchases of pesos, 
because a devaluation in Mexico is imminent. Well no,  
i t  is not imminent. And here inside [we have] those little 
bank employees who tell their clients to buy dollars . . . .  

I have had enough of weak nations like ours being 
victimized by foreign manipulation by the money mar­
kets, of having our future determined by an alien and 
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hostile market. . . .  Our future is our peso, and so we 
will fight against this because it is an unjust order . 

I have a special interest that in the very heart of the 
powerful nations [the Ottawa summit-ed. ]  one of the 
most conflictive problems be posed . . .  [a problem] that 
is affecting the world very negatively: the problem of 
the high interest rates on the dollar . . . .  The artificially 
high interest rates are forcing the countries of the world 
into very severe monetary and financial problems that 
we cannot resolve . . . .  We must emphasize the ruin 
being caused in every country, by the deformation of 
having its capital sucked out artificially . . . .  

I f  we add to this the fact that raw materials prices 
are dropping . . . this has created a scissors in a way 
that is unprecedented in recent times . . . .  These are the 
problems that we cannot solve inside Mexico and that 
we must solve outside, or at least pose outside, and that 
is what we want to do at the North-South meeting. 

On mobilizing the nation 
Mexico is we Mexicans, and Mexico will be what we 

Mexicans want it to be . . . .  We who are here, who have 
our families here, whose destiny is here and who will 
stay here, are the ones who will make this nation great 
or small . It depends on our will, and it depends on our 
solidarity . . . .  

Pay no attention to the rumorologists . . . .  What can 
I say to you? Ally with your nation, gentlemen . I am 
not asking you to fight against your own interests. 

'[ back a strong defense' 
Lyndon H .  LaRouche, Jr . ,  EIR founder and a leading 
figure in the Democratic Party, late on July 1 7  expressed 
his public support for President Lopez Portillo's defense 
of the peso earlier that day . According to a spokesman 
for the noted economist and politician, "Mr.  LaRouche 
expressed his sympathy and agreement with the remarks 
and analysis made by President Lopez Portillo, and 
commended his mobilization of the Mexican nation to 
defend itself against the thuggery by international finan­
cial powers who would impose the depressionary policies 
of Nazi Finance Minister Hjalmar Schacht on the world, 
in the name of fighting inflation. 

"Mr.  LaRouche also takes this occasion," the 
spokesman concluded, "to inform his friends in Mexico 
that he, as one leading political figure in the United 
States, will continue to denounce as unconscionable, the 
virtual warfare against Mexico that is being mobilized 
by the evil Father Theodore Hesburgh of Notre Dame 
University, and the fanatical genocidalist George Ball ." 
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Two case studie$ in press 'terrorism' 
More than one U.S.  businessman may have had the 
feeling in recent months that information he is sup­
plied by the Wall Street Journal and the Journal of 
Commerce is more designed to sever U.S. business 

opportunities with Mexico than foster such opportun­
ities. His presentiment is absolutely correct and con­
stitutes one of the great sCandals ofthe financial press. 

The sabotage efforts of the two papers, responding 
to leading factions of Anglo-American finance based 
in lower Manhattan, could not have been more ob­
vious over the past two weeks. While the Wall Street 
Journal ran front-page articles designed to sink the 
Mexican peso and boost Church-state strife, the Jour­
nal of Commerce ridiculed Lopez Portillo's efforts to 

protect America's fastest growing export market--the 
Mexican economy-from being ravaged by economic 
warfare . It is such attitudes that L6pez Portillo recent­

ly characterized as "informational terrorism." 
The Journal of Commerce has played a particularly 

marked role for the past six months. Among the 
daily's key behind-the-scenes string-puUers, our 

sources report, are Vrimmer de Vries of Morgan 
Guaranty, Robert Roosa, and the "Group of30." The 
Group of 30 is an IMF think tank founded by former 
IMF Director Jonannes Witteveen . Its current chair­
man is Geoffrey Bell of Schroeders Bank and its 
executive director is Robert Pringle, the former editor 
of The London Banker. 

Highlights of the Journal of Commerce's Mexico 
coverage: 

Jan, 7, 1981 : In extended editorial commentary on 

the Jan. 5 Lopez Portillo-Reagan summit, the Journal 
bitterly attacks Mexico's leading political institution, 
the PRI party. as a " cozy arrangement between the 
government and the privileged."  The paper gives its 
full support to a Foreign Policy magazine article by a 
London-based couple. Michael and Nanneke Red­
clift. The Redclift article appeals for a reduction in 
Mexico-U .S. economic cooperation and the devolu­
tion of the Mexican economy back to labor-intensive 
forms of production. "Mexico should increase con­

trols on foreign investment, limit oil sales further, and 
make a serious effort to diversify manufactured ex­
ports," quotes the Journal approvingly from the Red­
clift study. 

April 14, 1981 : Journal of Commerce Mexico cor-
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respondent Alan Robinson. formerly of the London 
Times; promotes Wharton SchoOl propaganda that 
"growth must be slowed and the overheated engine 
cooled down." Robinson's forte is not subtlety: "The 
Wharton Econometric Forecasting Associates, whose 
warnings that the Mexican economy was overheating 
have been largely borne outby events. now says that if 
something · is not done soon · to correct the nation's 
economic course, the 1 976 recession and monetary 
crisis could be repeated." 

July 7; 1981 : "Is Mexico's Oil�Fueled Boom 
Over?" heralds a Robinson special. UA spiraling infla­
tion that may exceed 30 percent this year, lostrevenues 
from canceled or suspended contracts � . .  and a sharp­
ly overvalued peso are sending shock waves through 
the foreign financial community." 

July 8, 1981: Robinson devotes a major column to 
charges that Mexico's oil Company · had broken gov­
ernment policy by putting up Mexican oil for sale on 

the Rotterdam spot market. Robinson does not in­
form his readers that the information comes verbatim 
from a column by Mex.ico's noisiest and most discred-

. ited critic of oil development. Heberto Castillo, in the 
pages of the left-Jesuit scandal magazine Proceso­
and were entirely baseless. Robinson gives the game 
away with his own editorial interpolation: HItremains 
a mystery how anyone could take the oil agency 
[Pernex] as the means to bring the nation out of 
economic crisis. " 

There are indications that there is more to this 
media story than meets the eye. 

On June 16, Mexican journalist Jose Carreiio Car­
Ion wrote an article charging that in early 1 973, the 
Rand ' Corporation asked a group of experts from 
MIT to develop a program for using the media to 
destabilize governments that are " potentially hostile" 
to the U.S. In February of that year, the MIT experts 
reportedly charged the well-known advertising agen­
cy, J. Walter Thompson, with implementing its set of 
recommendations and, according to Carreiio, this was 

done in Allende's Chile through the newspaper EI 
Mercurio. 

The "success" · of the psychological warfare cam­
paign in that country was subsequently transplanted 
to Jamaica and its Daily Gleaner in the late 19708. It is 
now reportedly slated for application against Mexico . 
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The scenario for a 
new 'Cristero revolt' 
A year ago, EIR published exclusive reports on the 
details and strategic importance of Jesuit-run peasant 
violence in the southernmost state of Chiapas. The key 
ingredients: a backward, largely Indian population; close 
proximity to Mexico's vital Reforma oil fields; one of the 
most entrenched positions of the Theology of Liberation 
Church forces in Mexico; and increasing "spillover" 
effects from violence in neighboring Guatemala. 

Now the region is being plunged into a major crisis 
under the code name, "the New Cristero Rebellion ."  In 
the 1 920s, peasants in economically depressed west cen­
tral Mexico were formed into shock troops against Mex­
ico's national government under the banners of tradi­
tionalist Catholic teachings . The uprising was supervised 
by Wall Street financial and oil interests; The U .S .  am­
bassador at the time, J. P. Morgan partner Dwight Mor­
row, administered Cristero/government negotiations on 
the scene. Leading Anglo-American theoretician Walter 
Lippmann issued marching orders on the conflict direct 
from the pages of the Council on Foreign Relations' 
journal in New York, Foreign Affairs. 

The "New Cristero Rebellion" substitutes "Chris­
tian-Marxist" ideology for the traditionalist slogans of 
the 1 920s, and the backward south for the west central 
highlands. The spark today is spillover from Central 
America. 

The Guatemala quandary 
At the end of June 3 ,000 Guatemalans entered 

Mexico's Chiapas state asking for refugee status . The 
choice for Mexico: let them stay, setting a precedent for 
further massive influxes which would destabilize the 
Chiapas region and provide the infrastructure for left 
terrorist groups that could turn their sights on the 
Mexican oil fields-or turn them back and face an 
international outcry about "denial of human rights ." 

Th. Mexican government announced three weeks 
later that only 48 Guatemalans had been found to be 
legitimate refugees from political persecution, and the 
rest would be returned . 

Mexico's gamut of left and human rights groups, 
which had mobilized for months in anticipation of such 
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a government predicament, urileashed a torrent of pro­
test. The head of the Mexican Front for Human Rights, 
Laureano Luna, told the press that his organization will 
appeal the ruling to the United Nations . A spokesman 
for the U .N.  High Commission on Refugees, which sent 
a delegation to the scene last week, stated that returning 
the refugees to Guatemala was tantamount to signing 
their death warrant. The Jesuit-run Uno mas Uno, the 
newspaper that is leading the campaign against the 
government, published an editorial stating that civil war 
is about to break out in Guatemala and that this is just 
"the beginning of an endless flow of Guatemalan 
refugees who will run away from torture and death ."  

The same week leaders of Mexico's left and "Theol­
ogy of Liberation" .groups met in a summit of the 
"Christian-Marxi!\t" dialogue in Mexico City . One of 
the topics was "repression of peasants" by government 
and army forces in Chiapas, and the Guatemalan refu­
gee issue. On July 23 a leading Jesuit-linked columnist, 
Manuel Buendia, announced a _Northern Ireland tech­
nique: 30 peasants in Chiapas were starting a hunger 
strike. 

The personnel at the meeting were identical to the 
support networks within Mexico for Central American 
leftist insurgency, a fact of special importance in the 
midst of renewed terrorism on a regional basis . Pacing 
the concurrent developments was the retooling of the 
Socialist International's Eden Pastora in Nicaragua as 
a new "Che Guevara" of the region, and Pastora's 
hookup with the " International Brigades" of Panama's 
Hugo Spadafora. 

Who's coordinating the New Cristero Rebellion 
from the top? Evidence points to Father Theodore 
Hesburgh, president of Notre Dame University, as one 
of the most important link!! in the chain of command. 

Hesburgh is in the top echelon of the Rockefeller / 
Council on Foreign Relations apparatus currently being 
investigated for ties to the fascist P-2 Masonic lodge in 
Italy . Chairman of the board of the Rockefeller Foun­
dation and longtime president of the Overseas Devel­
opment Council, the official sponsor of the Brandt 
Commission report in the United States, Hesburgh 
chaired the Select Commission on Immigration and 
Refugee Policy and shaped its policy of sealing the 
border with Mexico-a prescription for exploding U.S . ­
Mexico relations and destabilizing Mexico . 

Hesburgh maintains two agents as his "eyes and 
ears" on Mexico.  One is Jorge Bustamante, the Mexican 
immigration expert parked at the Colegio de Mexico, 
who studied under Hesburgh at Notre Dame. 

The other is Father Claude Pomerleau of Notre 
Dame's political science faculty, one of the closest 
individuals in the U.S .  to the "liberationist" priests of 
Mexico's south , and the chief source for the Wall Street 
Journal's July 2 1  gameplan for creating "civil war" 
conditions out of Mexican Church-state conflict. 
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'Church-state war is near' 
The following quotes were taken from a front-page article 
by George Getschow in the July 2 J issue of the Wall Street 
Journal . The article was titled: "Religious Conflict­
Mexico 's Old Rivalry Lingers Despite Truce. " 

The centuries-old conflict between the Mexican Ro­
man Catholic Church and the state lives on. The hostili­
ties generally aren't bloody today, but the possibility that 
some spark could ignite another civil war is always 
present, for the conflict has left festering scars . 

As a result of the power struggle, Mexico has imposed 
the most anticlerical and antireligious laws in the non­
Communist world. 

But the "Mother Church" still represents to millions 
of Mexicans an attractive antithesis to the government's 
atheistic dogma. 

" . . .  Its choice is to either continue as a quiet defender 
of the status quo or become a strong voice against 
political and economic injustices in Mexican society," 
says Father Claude Pomerleau, a Latin American 
Church specialist at the University of Notre Dame in 
Indiana . . . .  

Rising unemployment, income disparity and political 
repression in the oil-rich land are stirring revolutionary 
sentiment among a few bishops and many lower level 
clergy. In fact, in southern Mexico , an area ofwidespread 
poverty, violent clashes between the army and hundreds 
of peasants have embroiled the clergy in the most bitter 
struggle since the Cristero Rebellion in the 1 920s. 

"The repression is as severe as anything in Latin 
America," Arturo Lona Reyes, the bishop of Tehuante­
pee in the southern state of Oaxaca, charged . . . .  Bishop 
Lona Reyes and several other southern bishops espouse 
the "Theology of Liberation," which preaches popular 
resistance to politically and economically repressive gov­
ernments . 

"There's growing enmity among poor people, and 
their local clergy toward the government," says David 
Ungerleide, the editor of Christus. an influential Mexico 
City-based Jesuit magazine. "If it doesn't change, civil 
war may be unavoidable." 

Hesburgh aide: 'Jesuits best '  
The July 2 1  Wall Street Journal article on the potential 
for new, fraticidal Church-state conflict in Mexico was 
datelined "Dolores Hidalgo, Mexico ." But EIR investi­
gations reveal that it was actually planned in South Bend, 
Indiana, by Father Theodore Hesburgh' s expert on the 
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Mexican Church, Claude Pomerleau. Pomerleau con­
fessed that author George Getschow discussed the article 
frequently with him over the past month and that he 
shaped Getschow's thinking on the major points in the 
article. Getschow cites Pomerleau in the article . 

Pomerleau, an unabashed promoter of the "Theology 
of Liberation" doctrine with intimate first-hand knowl­
edge of the Mexican Church, is, like Hesburgh, an 
ordained priest of the Holy Cross order . The order, he 
states, was established in the late 1 9th century "on some 
of the same principles as the Jesuits ."  

In a recent conversation, Pomerleau made the follow­
ing points: 

"I 've spent considerable time in the south, in Chiapas 
and Oaxaca. There is simply no participation by the 
people on the bottom, and the pent-up anger could 
explode at any time. I don't want to make an unqualified 
claim that rebellion is at hand, but if economic pressures 
suddenly worsend, the anger could well up. 

"The only alternative organization to the [ruling] 
PRI [party] in these areas is the Church . The Church and 
state are competing for loyalties, and in a showdown, I 
see no doubt that the peasants and Indians will leave the 
PRI and maintain their 400-year-old religious loyalties . 

"Arturo Lona, the bishop of Tehuantepec, has the 
most authentic credentials as a popular leader. The Com­
munist Party, which has gotten the headlines, is the most 
naive, unradical , unradicalizing, group. Samuel Ruiz 
[bishop of Chiapas] is the most important intellectual 
leader . In Chiapas under Ruiz, there is a sense of coop­
eration among militant Church people that doesn't  exist 
anywhere else. 

"In Mexico the best group working in the Church 
area-scholarly, well informed, active-are the Jesuits. I 
say this without any qualification, even though I 'm a 
member of a rival order . Of the Jesuit organizations, the 
two best are the Centro de Estudios Educativos [CEE] 
and the Centro de Estudios Sociales [CES] .  The CEE is 
privately funded, by the, Jesuits, fronted by lay people. 
Then there's Christus. another Jesuit publication. That' s 
a different animal, much more radical, explicitly Theol­
ogy of Liberation. The Jesuits' best theologian works 
there, a good friend of mine, Luis del Valle. 

"There is serious division in the Jesuits, but less than 
in any other group . They've most successfully gone 
through a renewal, to give more resources to the poor 
than the rich . It's a very interesting approach, of rather 
radical social renewal. 

"The other ChulX:h person to keep in mind is Pepe 
Alvarez e Icaza, head of Cencos.  He's a longtime lay 
leader, also a good friend of mine, and very, very close 
friend with [bishop of Cuernavaca] Mendez Arceo . As 
an intellectual he's somewhat exhausted, he hasn't found 
his point of focus and integration . But he's the best guy 
for contacts , and i �  p�oecially good for liaison with 
Protestant groups . "  
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ITALY 

The Italian P-2 Socialists launch a 
counteroffensive against the judiciary 

by Umberto Pascali. Rome correspondent 

Bettino Craxi , the head of the Italian Socialist Party. 
stood up in the Italian Parliament in mid-July and deliv­
ered a violent attack against Pier Luigi dell'Osso, one of 
Italy's most active prosecutor-judges. Craxi charged that 
delrOsso, who is known for his courageous investiga­
tions into the drug mafia, was directly responsible for the 
suicide of Luciano Rossi, an official of the Italian Fi­
nance Police. 

Luciano Rossi was the key witness against Lido 
Gelli, Grand Master of the P-2 Masonic lodge that was 
caught plotting the fascist overthrow of the Italian re­
public in late May. The publication of the list of high­
level members of Gelli's  "lodge" toppled the Forlani 
government and implicated, among others, several lead­
ers of Craxi's Socialist Party. 

Now Craxi and the other P-2 tainted politicians are 
on the counteroffensive, demanding the destruction of 
the independence of the Italian magistracy, the national 
network of prosecutor-judges who have been seeking to 
put all the fascist plotters behind bars . In mid-July Craxi 
and Social Democratic Party head Pietro Longo-whose 
name appeared on the P-2 list-led the assault on the 
magistrates with the battle-cry "Stop the witch-hunt ." 
Among those political leaders who joined the call for an 
immediate halt to investigations was Flaminio Piccoli, 
the secretary of the Christian Democratic Party. Piccoli 
said in the Chamber of Deputies that the magistrates 
investigating P-2 are not objective, are too quick in 
issuing arrest warrants, and are de facto working on 
behalf of the "communists ." 

Craxi had already advanced his plan to put the 
magistracy "under control" during the Socialist Party 
congress in Palermo in late April .  Although the P-2 list 
was still secret at the time, Craxi's right-hand man 
Claudio Martelli was already under investigation for 
.corruption. According to reports in the Italian press, 
Martelli (and Craxi himself) allegedly received a $7 
million bribe through the P-2-linked Swiss bank,  Union 
des Banques Suisses . 

The campaign against "communist magistrates" has 
now been taken up with a vengeance by the Italian press 
controlled by P-2 forces-i .e. of the press . News 
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on the investigations began to disappear from front 
pages, displaced by mud-slinging against the judges. 
The weekly Europeo, whose publisher is P-2 member 
Angelo Rizzoli , ran a cover illustration representing 
Communist Party Secretary Enrico Berlinguer dressed 
as a judge. Inside long articles on the "misdeeds" of the 
magistrates-who are in fact mostly conservatives­
were i llustrated by cartoons of Berlinguer winding up 
the keys of small puppet-judges . 

The aggression became so violent that the magis­
trates of Milan, the ones attacked by Craxi, wrote a 
letter to italy's President Sandro Pertini denouncing the 
campaign organized to "block the investigations" and 
threatening to resign en masse. In an interview with the 
daily La Repubblica, Judge dell 'Osso blasted the social­
ist maneuver. asserting that "if the proposal to put the 
magistrates under political control passes, this will be a 
very unhappy day for Italian democracy and the begin­
ning of a new dark age." 

Dell'Osso is the judge who directed the raids on four 
heroin-refining laboratories in Italy reported on by 
Colonel Rossi in a speech he gave at an Antidrug 
Coalition conference earlier this year . The P-2 probes 
have already shown that Gelli's  lodge is identical with 
the international drug cartel and its financial apparatus. 

Coverup of NATO role 
The rapidity of the P-2 coverup is given away by the 

behavior of the West German press . For the first time 
since the scandal exploded, it has received major cover­
age in West Germany. The Bayernkurier, controlled by 
Gellis crony Franz-Josef Strauss, and the Frankfurter 
A llgemeine Zeitung jumped like hungry dogs on the 
issue of "stopping the communist judges ."  Before this 
campaign opened, all mention of the involvement of 
former NATO commander and present U .S .  Secretary 
of State Gen . Alexander Haig, has disappeared from 
the media. This despite the fact that documents 
"marked with the name of Haig" had been found in 
Gelli 's villa, and the new documents found in the false­
bottom suitcase of Gelli's daughter, who was arrested 
July 5 at the Rome airport, included a description of a 
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destabilization plan organized by NATO. 
According to reports in Corriere della Sera and 

other papers, that plan is a guideline for profiling and 
manipulating terrorist groups to destabilize govern­
ments not liked by the NATO leadership. 

In Maria Grazia Gelli's suitcase, the magistrates 
also found documents about the Socialist State Indus­
tries Minister, Gianni De Michelis. De Michelis, ac­
cording to these papers, has been involved in financial 
crimes with his brother-in-law, Count BarnabO, a Vene­
tian nobleman believed to be hiding in Latin America 
because of his role in helping one of the top neofascists 
involved in the 1 969 Milan Bank of Agriculture bomb­
ing massacre. 

De Michelis and his Venetian oligarch friends have 
also been linked to "red" terrorism . The Socialist 
minister sponsored the early career of Prof. Toni Negri, 
the head of the Autonomi who was jai led for master­
minding the Aldo Moro murder at the hands of the Red 
Brigades . The first left subversive magazine in Italy was 
launched by the De Michelis family publishing house in 
the 1 960s . 

But the arrogance of the Socialists has no limits. 
After the documents on his crimes had already been 
sequestered, De Michelis-engaged in the new Spadoli­
ni government's campaign to cut the cost of living 
escalator and impose tens of thousand of layoffs in the 
public industries-accused the unions opposing his aus­
terity of being communist and "terrorist ."  , 

The strategy of crushing the labor organizations, 
the principal task of the Spadolini government, is 
parallel to the efforts to cover up the P-2 scandal . In 
fact, despite the investigations, the only real obstacle 
the P-2 forces now encounter is the trade unions . Once 
the cut in the cost of living escalator is imposed, nothing 
can block the successive destruction of the unions, and 
no force will be able to oppose the plan to "restructure" 
the Italian economy, as follows. 

According to the Spadolini-De Michelis plans, the 
whole economy will be put in the hands of the Banca 
Nazionale del Lavoro , Banca Commerciale, and the 
Monte dei Paschi under the supervision of the British­
controlled Bank of Italy (see Economics) . These are the 
banks of P-2 ! 

The recent crash of the Milan stock market is part 
of this plan . The crash was provoked directly by the 
Venetian financial interests represented by Cesare Mer­
zagora, the former Senate president and the boss of the 
powerful Assicurazioni Generali insurance conglomer­
ate. Merzagora and his oligarchical owners have already 
succeeded in changing the law under which banks 
cannot intervene in buying shares of industries . If this 
project goes on, in a short time Merzagora's crowd will 
be able to buy up the entire economy at half-price and 
kill the industries they don't find "useful ." 
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FRANCE 

Mitterrand clinches 
national socialism 

by Dana Sloan 

Two months into Fran�ois Mitterrand's seven-year term 
as president of the French Republic, a series of dramatic 
shifts is taking place in the country's policies and insti­
tutional structures . Unchecked, they will mean the end 
of the French Republic. 

This should not be taken as a warning that concerns 
the much-publicized participation of four Communist 
Party members in the new government. France's drift 
toward " 1 984" stems from the person of Mitterrand 
himself. Mitterrand was described to EIR sources, some 
years ago, by a senior member of  the French ruling elite, 
as one of the very few leading French politicians who had 
any grasp of world strategic realities. In his case, this 
means a knowledge and commitment to the zero-tech­
nological-growth, "world federalist" order that is the 
near-term strategic objective of the Venice and London­
centered "old families" which expended so much effort 
over the past decade to bring him to power. Mitterrand 
was put into power with aid of massive funding from 
Qaddafi's Venetian colony of Libya, and British intelli­
gence rigging of the French elections. 

If Mitterrand has any commitment to "French" in­
terests, it is not to the nation-state rebuilt by de Gaulle, 
but to the subservient role of a revived "French Empire" 
within the world empire of the Venice-London forces. 

Mitterrand was a Nazi collaborator, receiving the 
highest decorations of  the Vichy government. By D-Day, 
he had placed himself at the service of British intelligence. 
During the Fourth RepUblic, he held various ministerial 
posts, advocated French prosecution of the Indochinese 
and Algerian wars, and demanded French subservience 
to NATO. With de Gaulle's restoration of France, Mit­
terrand became his most vocal and venomous political 
opponent, not ending his denunciations of de Gaulle, 
"the dictator," until the great general 's  retirement. He 
built his Socialist Party on the strength of the sans­
culottes "spirit of May 1 968," and continuous campaign­
ing for the destruction of the institutions, the industrial 
capabilities and the nation-building foreign policy of 
Fifth Republic governments. Mitterrand personally is 
described by leading circles today as a dictatorial Robes-
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pierre, who has the backing of powerful international 
oligarchical forces, and sees himself as the mystic prophet 
of the new French national socialism . 

Foreign policy 
France under Giscard d'Estaing directed its policies 

toward nation-building in the Third World. Exemplary 
was Giscard's "trialogue" proposal for French cooper­
ation with Arab states to achieve economic development 
in Africa. 

On July 1 5  a Mitterrand foreign policy spokes­
man announced that the embargo on weapons sales to 
Qaddafi, imposed by Giscard after Libya' s Chad inva­
sion, was being lifted, and that all other contractual 
relations between France and Libya would be resumed. 
Normalization of French-Libyan relations, signaling 
the end of any positive, nation-building French role in 
the Third World, began immediately after Mitterrand's 
May to election victory. Qaddafi, who made considera­
ble campaign contributions to Mitterrand, publicly 
claimed personal credit for Giscard's overthrow . 

The July 1 5  statement of the French foreign ministry 
spokesman declared that, "on the economic and com­
mercial levels, the French government seeks to entertain 
normal relations with Libya ." Concretely, in addition 
to 30 Mirage F l  fighter-jets, helicopters and rapid­
patrol boats that will now be delivered to Qaddafi, 
France's state-controlled oil company, Elf-Aquitaine, 
will resume drilling and exploration activities in Libya . 

The Arab side of Giscard 's  "trialogue" is also 
destroyed. Mitterrand proudly proclaimed recently that 
he was the only French politician who really supported 
Camp David-the Carter

· 
administration scheme to 

extend NATO into the Middle East based on a core 
alliance between Israel and Egypt. To his alignment 
with the Tripoli dictatorship, Mitterrand has added an 
alignment with Menachem Begin's Jerusalem, and Kho­
meini's feudal theocracy in Teheran which also recently 
benefited from the lifting of an arms embargo imposed 
by Giscard. 

The European-Arab collaboration, which Giscard 
developed to provide an alternative to Camp David for 
a general Mideast peace, is now finished . Mitterrand 
will continue the strong military and intelligence role of 
France in countries like Saudi Arabia . But France's 
military role in the Middle East will now be subsumed 
under a general redeployment and extension of NATO 
forces into the region .  According to Pierre Uri ,  a 
Mitterrand adviser who heads the Atlantic Institute in 
Paris ,  Mitterrand wants a general renegotiation o f  
NATO's prerogatives i n  order t o  expand NATO into 
new "geographical spheres ."  Under the arrangement 
Mitterrand desires, France would serve as NATO's  
extension into the Middle East . 

The International Institute for Strategic Studies in 
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London, and the Council on Foreign Relations in New 
York, have both recently made proposals to this effect .  

In Latin America, Mitterrand is shifting French 
policy toward strict observance of the Socialist Interna­
tional doctrine of "wars of national l iberation ," a 
doctrine that places France in alliance with the Jesuit 
order and Cuba's Fidel Castro . The new French govern­
ment will get its first opportunity to begin setting the 
new policy into motion when Foreign Minister Claude 
Cheysson embarks on a trip to Central America which 
will take him from Costa Rica to Nicaragua and 
Honduras during early August . 

On the European front, Mitterrand has declared the 
end of the Franco-German axis initiated by de Gaulle 
and developed by Giscard; he has put relations with the 
Soviet Union in the deep freeze. The counterpart to this 
policy is the new "intimacy" with London, as Cheysson 
has called it, the emergence of new relations with China, 
and favorable pronouncements on the deployment of 
NATO's Euromissiles that previously would have been 
considered impossible. 

Relations with Bonn and Moscow 
On every possible occasion, including his recent 

summit meeting in Bonn with West German Chancellor 
Schmidt, Mitterrand and his ministers have declared 
that the Franco-German alliance, previously at the 
center of Western European policy-making, never exist­
ed at all, and that Europe must be organized around a 
series of equal relationships . Some relationships being 
more equal than others , open arms will now go toward 
London, with whom Foreign Minister Cheysson in 
particular is deveI.oping a special rapport. Cheysson has 
emphasized the need to coordinate industrial as well as 
foreign policy with London. 

Adding insult to injury , Mitterrand has asked 
Schmidt's principal opponent inside his own party, 
Socialist International president Willy Brandt, to spend 
his holiday at Mitterrand's summer villa. This invitation 
to the unofficial leader of Europe's anti-NATO "peace 
movement," Brandt, by a Mitterrand who has now 
endorsed NATO's deployment of Pershing and Cruise 
missiles on West German soil, only emphasizes the 
purpose of the "peace movement," the destabilization 
and early overthrow of Schmidt's government. 

Although traditional Gaullist detente policy over 
the past 20 years would have dictated that, shortly after 
Cheysson's trip to Washington last month, he would 
undertake a similar introductory visit to Moscow, 
Cheysson announced in early July that France would 
not have "normal" relations with the Soviet Union so 
long as Soviet troops were in Afghanistan . Mitterrand 
announced that he will not make any trips to Moscow 
either . Mitterrand has now cut off the Soviets' hereto­
fore single most important connection to the West, a 
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connection which more than once has pulled the world 
back from the brink of war. 

Mitterrand's declaration of full support for NATO's  
decision to deploy Pershing and Cruise missiles in West 
Germany and other NATO countries is an even more 
radical shift from his predecessors. The very fact of 
taking a public position on this question-which the 
Giscard government had made a definite point of not 
doing-has, in the words of Le Figaro' s  foreign policy 
commentator, Paul Marie de la Gorce, crucial implica­
tions for "the political and strategic interests of the 
country ." De la Gorce, who often reflects the thinking 
of Giscard's circles, warned on July 8 that Mitterrand's 
support for a NATO "counterforce confrontation strat­
egy" has all the earmarks of being a "first, disguised 
way of putting France's own strategy into question," 
undercutting the Gaullist doctrines that have prevailed 
since France withdrew from NATO's  military command 
in 1 966. The Soviet Union could now include French 
forces in the headcount of NATO strength for purposes 
of any arms negotiations, thereby destroying France's  
ability "to freely develop its research and production of  
nuclear weapons at  a sufficient level to  ensure its 
security," de la Gorce concluded. 

Another event which , though it passed without 
official commentary from Moscow, could not have gone 
unnoticed, was the unprecedented five-day visit to 
France made by the Chinese army's chief of staff who, 
after meeting with Defense Minister Charles Hernu, 
spent much time inspecting French military bases. 

All told, the changes taking place in French foreign 
pol icy draw the wor ld  s ign ificant ly  c loser  to the 
threshold of war with the Soviet Union. 

Domestic policy 
Domestically, France IS 10 the process of being 

turned into a totalitarian state; under the usual socialist 
guise of "democratization ."  The parallels to the "dem­
ocratic" reforms initiated by Robespierre and his zealots 
during the French Revolution are striking, but even as 
Mitterrand's most consistent backers in the French 
press admit, what took place in 1 789 pales in compari­
son to what lies ahead. Le Monde. which has been the 
high priest of Mitterrand's new revolution, recently 
wrote that the administration reforms being carried out 
by Minister of the Interior and Decentralization (and pro­
tector of the heroin racket as Marseilles mayor) Gaston 
Defferre, add up to "the most profound revolution in 
the State since King Louis XI set it up in the latter part 
of the 1 5th century ." 

Under the Defferre Laws, now voted up by the 
Socialist Party-dominated National Assembly, the pre­
fectural system of state-appointed "governors" is being 
abolished, with 'power instead being transferred to 
locally elected regional assemblies-elected, it should be 
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noted, during a period o f  Socialist fervor at the polls. 
Exploiting frustration with a bureaucratic system re­
quiring small towns to get permission from Paris for 
any local projects of significance, the new measures will 
now make any such projects entirely dependent on the 
local financial resources of said town .  thus bringing 
economic development to a stand-still. 

The National· Assembly also put its rubber stamp on 
a bill to abolish the State Security Court, created by 
General de Gaulle to put the terrorist criminals of the 
OAS on trial for crimes against the state. Since then, 
the State Security Court has sentenced hundreds of 
terrorists, ranging from Corsican or Breton autonomists 
to the Direct Action "left" terrorists, to jai l .  By the time 
Mitterrand gets through with qis post-inauguration 
amnesty-a measure usually limited to minor infrac­
tions such as parking violations and the like-some­
thing in the neighborhood of 1 0,000 terrorist criminals 
will be set free to roam the streets . The Military Courts 
will also be abolished by the Defferre Laws. 

The transformation of France goes beyond the 
alteration of forms of rule. Under the Socialist Party 
and its hatchetman, Defferre, an unprecedented series 
of purges and witch-hunts have been opened up affect­
ing not only the police and intelligence community, but 
the media and educational institutions, and there are 
also signs of warfare breaking out between branches of 
organized crime and drug-runriing networks that have 
different political allegiances . In one of his first meas­
ures, Defferre ordered the closing down of the Cercle 
Haussmann gambling casino in Paris on charges of 
fiscal evasion. Its  owner, Marcel Francisci , belongs to 
the Marseilles-based Corsican clan that swears alle­
giance to Jacques Chirac's "Gaullist" party. Simulta­
neously, Defferre had 2,000 policemen purged from his 
own native city of Marseilles .  

Several hundred intelligence officers were also 
purged from the military and civilian intelligence agen­
cies within days after Mitterrand took over. Some of 
the purged were accused of being too zealous in their 
activities against Libya's Qaddafi. 

Defferre has also announced his intention to begin a 
political witch-hunt reaching quite far up. He has given 
directives that going after "right-wing" terrorism is 
now the number-one priority and hinted that he "ex­
pects" the investigations to lead to the doorsteps of one 
of France's most important political figures . A promi­
nent figure on the black list is Prince Michel Poniatow­
ski, former President Giscard's Minister of the Interior 
and stil l  a staunch Giscardian loyalist . 

In two months, Mitterrand has moved fast, and with 
the strong powers invested in the president under de 
Gaulle' s Fifth Republic constitution, the damage done 
to France and the world during his seven-year term will 
far outlive his reign . 
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SOUTHEAST ASIA 

DOS backs Peking's 
Cambodia plan 
by Ramtanu Maitra 

The five-day conference on Kampuchea sponsored by 
the Vnited Nations capitulated to Chinese demands, 
opening the door to a return to power of the Pol Pot 
forces . This was in direct contrast to a draft written by 
the Association of South-East Asian Nations (ASEAN­
Indonesia, Malaysia, Singapore, Thailand, Philippines) 
which called for disarming all factions including the 
murderous Khmer Rouge and for V .N.  peacekeeping 
forces following a Vietnamese withdrawal . Participants 
in the conference explained that the adoption of  a French 
"compromise" acceding to China's objections to the 
ASEAN draft was possible only because the V.S .  dele­
gation led by Alexander Haig, twisted the arms of other 
attendees to go along with China. 

The ASEAN nations are genuinely seeking a solu­
tion, though their present proposals for Vietnamese 
withdrawal, V.N. peacekeeping forces, and an interim 
government to run free elections are seen as unrealizable. 
Vietnam boycotted the conference, saying China's sup­
port for Pol Pot represented the real threat to stability in 
Southeast Asia . Vietnamese ambassador Ha Van Lau 
reminded a press conference that Pol Pot had murdered 
half of Kampuchea's population. He referred to earlier 
statements that Vietnam would withdraw its troops from 
Kampuchea when China ended support for Pol Pot. 

China, on the other hand, stated explicitly that it 
seeks to keep the fighting going in Kampuchea in order 
to "bleed" Vietnam, and that it seeks the return of Pol 
Pot to power. On these grounds Peking and Washington 
strongarmed the conference into deleting calls for the 
disarming of all factions, references to an interim admin­
istration and to V.N.  peacekeeping forces. The final 
draft simply hopes "armed factions will not be able to 
prevent or disrupt the holding of free elections" [empha­
sis added] . 

China's open efforts to reestablish the bloody-handed 
Pol Pot, while disregarding the ASEAN draft, has its 
roots in the recently evolved V.S .  policy toward China . 
Haig's decision to lift the V.S .  ban to sell advanced 
weapons to China last month encouraged the Chinese to 
take this militant posture, in defiance of ASEAN, against 
Vietnam . Haig, while addressing the V.N.  on the inau-
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gural day of the conference, echoed the Chinese line and 
called for an economic blockade against Vietnam. The 
purpose is the same as that of the Chinese-to 'bleed' 
Vietnam . V .S .  Assistant Secretary of State for East Asian 
and Pacific Affairs John Holdridge, speaking before the 
V .S .  Senate Foreign Relations Committee on July 1 5 , 
called for "diplomatic isolation and economic depriva­
tion" against Hanoi.  Holdridge went on to say, "This 
policy of isolation and pressure is, of course, supple­
mented by the presence on Vietnam's  northern border of 
hundreds of thousands of Chinese troops and the contin­
uing guerrilla activity of several resistance groups inside 
Kampuchea . " 

This is not the first time John Holdridge has threat­
ened Vietnam . Last month, while accompanying Haig 
on his trip through China and southwest Asia, Hold­
ridge threatened that the V .S .  would "exert economic, 
political and, yes, military pressure on Vietnam."  During 
the V.N.  conference, the V.S .  proved that those were not 
rhetorical words . 

Attendees were shocked that China dropped its pre­
vious lip service to some sort of anti-Vietnam "united 
front," and insisted on the return of Pol Pot. They 
suggested that China's extremism came in response to 
the realization, following the ASEAN nations' summit 
in June, that the Southeast Asian nations objected to V.S .  
arms to China and that they wanted to end the Kampu­
chea tension rather than keep it going as China desired . 
During the V.N.  conference, for example, ASEAN 
spokesman S .  Dhanabalan of Singapore directly count­
ered China's language by saying ASEAN had no inten­
tion to "bleed" anyone, or to bring any people "to their 
knees ." He added "We are not here to put Vietnam on 
triaL" China, thus, dropped its "reasonable" posture.  

China's intransigence at the V.N.  is likely to increase 
existing resentments among the Southeast Asian nations. 
Since Haig's China trip such resentment has become 
more explicit. The Christian Science Monitor reported 
last week that in a meeting with the ASEAN foreign 
ministers in Manila last month, V.S .  Secretary of State 
Alexander Haig irritated some of the ASEAN leaders by 
"coming on too strong" against Vietnam, with a too­
strong pro-China tilt . Kuala Lumpur International Ser­
vice in its July 14 commentary said, "Hanoi has never 
failed to hide the fact that it is most wary of China. Its 
contention has been that once its forces have withdrawn 
from Kampuchea, it would only lead to the return of the 
Pol Pot forces and that would pose a serious threat to its 
well-being all over again. Vietnam has good cause to 
worry about this danger." 

It is becoming clearer by the day that the U.S.-China 
alliance against Vietnam is a growing concern amongst 
the Southeast Asian nations, and by playing its "China 
Card," the U.S. will end up having only one ally in 
Southeast Asia-China. 
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Middle East Report by Robert Dreyfuss 

Sir Harold Deeley's U.S. tour 

A lesser British aristocrat does advance work for Lord 
Carrington's diplomatic maneuvers. 

Approximately three weeks be­
fore the arrival of British Foreign 
Secretary Lord Carrington in the 
United States, a small gathering of 
Americans met to discuss U .S .  poli­
cy toward the Middle East with a 
distinguished British guest . 

The guest was Sir Harold Bee­
ley, the former British ambassador 
to Egypt who is presently the unof­
ficial chieftain of the vaunted Lon­
don "Arab lobby ." Beeley is a high­
ranking representative of the Brit­
ish SIS, or Secret Intelligence Ser­
vice, and an intimate of the Queen's 
circle, dispatched to Washington as 
a sort of advance man for Carring­
ton . 

Currently, Beeley is a coordina­
tor of British policy toward the Is­
lamic world and a controller of the 
secret society known as the Muslim 
Brotherhood from his position as 
director of the "World Festival of 
Islam" Trust . 

Meeting with Beeley were a se­
lect gathering of Anglo-American 
intelligence specialists. Among the 
participants: former Newsweek edi­
tor Arnaud de Borchgrave; John 
Duke Anthony of Johns Hopkins' 
international center; L. Dean 
Brown of the Middle East Institute; 
a group of ex-CIA Middle East 
hands, including Miles Copeland; 
Jeffrey Gaynor and Philip Lawler 
of the Heritage Foundation; J. B. 
Kelley, a British strategist for the 
Persian Gulf; and two members of 
Richard Allen's National Security 
Council (NSC) staff, Douglas Feith 

, 
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and Raymond Tanter . 
At the meeting, Beeley stated 

his frequently expressed sentiments 
that the United States is acting 
"like a satellite of Israel ."  In re­
sponse, Tanter and Feith of the 
NSC reportedly replied that the 
United States would not look with 
favor on any European Middle East 
initiative-as Carrington has pro­
posed-aimed at dealing with the 
Palestine Liberation Organization . 
The NSC men, backed by Borch­
grave and others present, flatly re­
fused any accommodation with the 
PLO. 

The confrontation at that meet­
ing reflected the broader problems 
of U.S .  Middle East policy as 
viewed by Carrington and Beeley. 
The British see the Middle East as 
an area to be bargained over in the 
context of Carrington's sought-aft­
er "new Yalta" accord with the So­
viet Union . 

In that context, the London 
crowd is prepared to offer a series of 
concessions to the influence of  the 
Soviet Union in the area, including 
support for the creation of a Pales­
tinian state.  

The much talked-about Euro­
pean Middle East initiative, fash­
ioned after the 1 980 Venice Decla­
ration written by Carrington, is 
meant to be a vehicle for talks with 
the Soviets about redrawing zones 
of influence in the region.  

But Beeley-and Carrington­
are reportedly annoyed over a tend­
ency among a certain layer of Rea-

gan's pro-Israeli aides, such as 
Richard Allen's NSC staff, to the 
concept of Israel as a U.S .  military 
outpost in the region. 

To promote the British view, 
Beeley oversaw the creation of a 
new institution that will serve as a 
virtual lobby for British Middle 
East policy in the United States . It 
will be called the "Council for U .S . ­
European Cooperation on the Mid­
dle East."  

The council i s  presently run by 
L. Dean Brown and Landrum BoIl­
ing, former head of the Eli Lilly 
Foundation and now president of 
the Council on Foundations. 

Overseeing the day-to-day ac­
tivities of the new council is one 
John P. Richardson, formerly with 
the National Association of Arab­
Americans (NAAA) . Richardson is 
a confirmed anglophile close to the 
Beeley circuit in London. 

According to one of the new 
council 's  principals, the Beeley visit 

, was aimed at finding out who in the 
U .S .  administration is prepared to 
follow British advice on the region. 
"Defense Secretary Weinberger is 
basically already on board," he 
said.  

"Allen is hopelessly pro-Israel . 
But Alexander Haig is willing to 
listen . If we can convince him, edu­
cate him, we will be in good shape. 
We have to get Weinberger and 
Haig to sing out of the same hymn 
book." 

According to one insider, it i s  
hoped that Vice-President George 
Bush will soon assume a dominant 
role in Middle East policy-making. 
"We have to get Bush in there . Of 
course Reag�n is too pro-Israeli 
now. But Reagan is j ust an actor, a 
Charlie McCarthy. We have to get 
someone else to write Reagan's 
script ." 
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DatelineMexico by Josefina Menendez 

Tension at U eSe -Mexico business meeting 

Economic warfare is clouding the relationship between the two 
North A merican neighbors. 

I attended the two-day conference 
of the U . S . -Mexico Chamber of 
Commerce here in M exico City o n  
July 9 a n d  1 0, which w a s  the first 
large public gathering of govern­
ment and business officials from the 
two countries since the successful 
June summit between Lopez Portil­
lo and Reagan . Thus the conference 
was very useful for getting the true 
pulse in bilateral relations. 

My conclusion: the combined 
impact of rumor campaigns against 
the M exican peso , the cancellation 
of Mexican oil imports by the lead­
ing American oil firms, and other 
recent policy decisions in Washing­
ton, have cast a cloud over the good 
relations established by Reagan 
and Lopez Portil lo.  

Overshadowing the conference 
was the action taken by M exico just 
a few days before against France, in  
retaliation for that  country ' s  can­
cellation of oi l purchases from 
Mexico. It is not very usual to see 
representatives of the largest Amer­
ican corporations gen uinely scared 
about the actions a foreign govern­
ment may take. Sentiment among 
the Americans favored a compro­
mise on the part of the U . S .  oil  
multis in their negotiations with 
Mexico, to avoid such a fate . 

A representative of one of the 
oil companies told me that his firm 
was bracing for Mexican action 
similar to that taken when J ames 
Schlesinger unilaterally canceled 
negotiations between the two coun-
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tries for the purchase of Mexican 
natural gas by the U . S .  

The highlights o f  the official 
proceedings were the presentations 
by Commerce Undersecretary 01-
mer and M exico' s Industry U nder­
secretary Nathan Warman,  who 
traded barbed remarks .  Presenta­
tions by Pemex o fficials were anx� 
iously awaited, but their speeches 
were largely reh ashes of existing 
Pemex policy, and they sidestepped 
answering any questions .  

Mr.  Olmer is one of those 
American officials committed to 
preventing Mexico from industrial­
izing and becoming "a  new Japan ."  
This  idea dominated his speech , 
and the hostility of his remarks was 
not well hidden behind his calm 
smile.  He stated that trade disputes 
between the U . S .  and M exico are 
serious,  and stem from "different 
levels of development" and "differ­
ences in economic policy ."  In par­
ticular, he cited the Mexican gov­
ernment's subsidies to industry, 
and he backhandedly urged M exico 
to participate in the General Agree­
ment on Trade and Tariffs .  

Olmer b arely stopped short of 
openly call ing for the peso to be 
devalued, when he argued that the 
trade imbalance between the two 
countries is the result of " un com­
petitive" pricing for M exican prod­
ucts in  the American markets. 

Olmer himself evasively told me 
that he was not calling for the peso 
to be devalued, because "only the 

Mexican government can decide 
that . "  However, his true thinking 
emerged when I asked him if these 
policies might not disrupt Reagan's 
desire for good relations with Mex­
ico .  "The President i s  not all-pow­
erful and cannot get everything he 
wants," Olmer responded. 

Only the very useful and friend­
ly remarks of U . S .  Ambassador 
John G avin at a l uncheo n  on the 
first day kept t he true spirit of the 
Reagan-Lopez Portillo summit 
alive, and prevented the conference 
from ending in a climate more rem­
i niscent of the ·  Carter years. Gavin 
argued that America' s  true interests 
lie in "a strong and independent 
and prosperous neighbor south of 
the border. " 

I t  was interesting to see how 
many A mericans were "coinciden­
tally" vacationing in Mexico at the 
time of the conference and decided 
to drop in .  One not-very-tanned 
"vacationer" was George Leiken, 
director of Latin American studies 
at Georgetown U niversity. Leiken 
was talking to anyone who would 
listen to him, spreading the line that 
Mexico had "overreacted" to 
France' s oil  cancellation .  

Another vacationer was former 
American special  representative for 
U . S . - M exican relations Robert 
Krueger, who says he is preparing 
to take another shot at a campaign 
for the U . S .  Senate . It appeared to 
me during the conference that M r. 
Krueger was having as much trou­
ble get ting the attention of M exican 
officials as he used to have while 
representing Jimmy Carter's Mexi­
co policy . 

This column was contributed by 
Peter Ennis, EI R 's Director of Spe­
cial Services, who is currently travel­
ing in Mexico. 
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International Intelligence 

Nigeria targeted 
for destabilization 

A series of articles in the British and 
A merican press have charged that Niger­
ia's growth and its fo urth devel opment 
plan are imperiled because of  its slump in 
oil sales due to the oi l  glut. The London 
Economist referred to the situation as the 
" Nigerian nightmare, " and the New 
York Times on July 23 predicted that if  
the glut  continued, "black A frica's eco­
nomic giant co uld be forced to slow de­
velopment proj ects, possibly adding to 
urban unemployment , and restrict im­
ports . " 

Nigeria's oi l  production has fallen 
from over 2 million barrels per day in 
January to less than I million by June, 
according to some repo rt s.  Oil exports 
account for over 80 percent of N igeria's 
foreign exchange . Nigeria's budget was 
planned based on an average annual pro­
duction in the area o f  2 mill ion barrels 
per day. 

The London Financial Times of July 
1 6 ,  in an article focusing on t he political 
tensions in Nigeria, asserted that if, due 
to the fal l  i n  oil production,  President 
Shagari "has to start taking unpopular 
decisions . . .  opposition to his  adminis­
tration could grow quickly." 

A lready Shagari 's  partner in the Ni­
gerian government, the Nigerian Peo­
ple's Party (N PP) , has pulled out of the 
coalition . The NPP had been dissatisfied 
with Shagari's formula for disttibuting 
oil income to the 1 9  Nigeri an states . 

Untried members join 
Warsaw 's Politburo 

The new Polish Politburo consists of 
"unknown and unpredictable people , ' "  
according to one close watcher o f  Polish 
politics . It  is delicately bal anced between 
l iberal reformers, incl uding one Solidar­
ity member, and advocates of cracking 
down on the unions.  

Of the newcomers to the Politburo, 
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only Foreign Minister Jozef Czyrek and 
former Interior Minister Miroslaw M i­
lewski have national leadership experi­
ence. The oth ers are four workers, four 
regional party officials, and one profes­
sor of economics.  

Under these circumstances, Prime 
Minister Wojciech Jaruzelski emerged 
during the congress as a pivotal leader in 
the im mediate future. General l aruzel­
ski ,  who is also defense minister, sur­
passed even Kania in the vote for the 
Central Committee . A s  a professional 
soldier and member of  the top Polish 
leadership since 1 968,  J aruzelski also 
provides assurance to M oscow that Po­
land will be loyal to the Warsaw Pact . 

Many observers doubt that other 
members o f  the Warsaw Pact wil l  rush to 
emulate Poland's reform, beca use the 
past year o f  crisis has caused such h avoc 
in the Polish economy.  

Moves afoot to 
oust Suzuki 

The Trilateral Commission's allies in Ja­
pan have resurrected their effo rts to 
dump Prime Minister Zenko Suzuki be­
cause of his opposition to high U .S .  in­
terest rates , the China Card, and U . S .  
Secretary o f  State H aig' s confrontation­
ist policies toward the Soviet Union . 

In particular, these forces are trying 
to end the influence over Suzuki of for­
mer Prime M inister Takeo Fukuda, who 
is Helmut Schmidt's chief ally in Japan , 
and of Foreign Minister S un ao Sonoda. 
One hawkish figure, for instance, com­
plained that "Suzuki these days only lis­
tens to Fukuda ."  Former Prime M inister 
Mishi,  a fascist from the World War I I  
era, accused Sonoda of being "inherently 
pro-Soviet ." 

I t  had been expected that S uzuki 
would automatically get another two­
year term as prime minister when his 
current term ends in December . How­
ever, over the last few weeks Trilateral 
opponents have begun sending out ru­
mors that Suzu ki's  re-election bid will 
fai l .  

Under the pressure S uzuki has back­
tracked somewhat on his anti-Trilateral 
stands. Although he had promi sed sup­
port to West German Chancellor Helmut 
Schmidt against the U . S .  interest rates at 
Ottawa, S uzuki chose to remain silent; 
and his fo reign minister, Sonoda told an 
interviewer just before the summit that 
"Japan can not go along with Europe on 
the Soviet question.  Cooperation with 
the U . S .  is the cornerstone of Japanese 
foreign policy." 

However, on the China Card and de­
fense issues both S uzuki and Sonoda 
continue to resist the H aig-Weinberger 
strategic folly.  

P-2 chief Calvi's 
sentence commuted 

Roberto Calvi, the convicted president 
o f  Banco Ambrosiano, the bank that op­
erates as a fin ancial arm for the Propa­
ganda 2 M asonic lodge conspiracy, was 
allowed to go scot free after a mild sen­
tence was imposed at the conclusion of 
his trial . 

Calvi,  who was accused of carrying 
out vario us dirty financial operations on 
behalf o f  P-2 ,  was sentenced to four years 
in prison and a heavy fine. However, by 
manipulation o f  an obscure legal clause 
that continues to mystify the I talian 
press, Calvi's sentence was immediately 
comm uted and he was allowed to return 
home rather than going to jail .  Each of 
his co-defendants was acquitted. 

During the trial, the leader o f  the 
Social Democratic Party of Italy, Pietro 
Longo , had been publicly defending Cal­
vi before Parliament. Joining his defense 
of Calvi was Bettino Craxi, chief of the 
Socialist Party of Italy and a would-be 
Mussolini, many of whose members' 
names appear on the P-2 list . 

The fact that Longo and Craxi sud­
denly became willing to defend Calvi 
indicates that a political "fix" had been 
engineered to minimize the damning evi­
dence against the P-2 banker and put a 
stop to the internationally significant 
revelations, especially the involvement of 
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the Trilateral Commission, that have 
come out since the P-2 membership list 
was released. 

ELP sets election 
campaign in Hannover 

The European Labor Party (ELP) head­
ed by Helga Zepp-LaRouche has 
launched a campaign for city council 
elections in the West German city of 
Hannover to be held Sept. 27. The cam­
paign committee has pledged to make 
this campaign a model of  how a small 
party can transform the politics of an 
entire region. 

The first m ajor campaign event in 
August will be a forum on economic 
policy for West Germany, titled "Never 
Again Bruning ." Chancellor Heinrich 
BrUning helped pave the way for Adolf 
Hitler in, the early 1 930s, issuing emer­
gency decrees that imposed economic 
austerity, and his policies are a current 
focus for debate in West Germany as 
demands are heard for cutting the state 
budget and wages . 

In September a conference will be  
held on the great Hannoverian humanist 
Gottfried Wilhelm Leibniz, and how his 
ideas in science and education can gen­
erate a renaissance in Europe. This event 
will be followed by an address by Zepp­
LaRouche on education policy and the 
hum anist tradition of Alexander von 
H umboldt. 

A special party program on educa­
tion will be circulated throughout the 
summer, including an expose of the Ger­
man M arshall Fund and related net­
works fomenting youth unrest in West 
Germany today . 

Prime focus of the campaign will be 
the fight for economic growth and 
against Malthusianism, under the slogan 
"More thinking people create more eco­
nomic wealth." A pronuclear energy cit­
izens-initiative group has invited the ELP 
to participate in a panel discussion on 
nuclear energy, and area businessmen 
are expressing interest i n  this aspect of 
the campaign.  
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Soviet-Brazilian trade 
shifted into high gear 

Brazil 's  economic links with the Soviet 
Union m ade a big jump in size and shape 
during the July 1 2- 1 5  visit to M oscow of 
Brazilian Planning Minister Delfim N et­
to and 1 1 5 Brazilian businessmen . 

Delfim's top aide, Botafogo Gon­
calves, who had taken part in the trip' s  
year-long preparations, boasted that the 
Soviets showed they were even willing to 
change their overall development plans 
to make room for Brazilian participa­
tion .  

From the Brazilian perspective, the 
biggest breakthrough was the promise 
made by Soviet representative Ivan Ar­
khipov that the Russians would accept 
Brazilian manufactured consumer prod­
ucts as full payment for exports of Soviet 
heavy equipment . U nder a 1 97 5  agree­
ment, the ratio had been only 30 percent. 

As an example of  the new relation­
ship, Brazil 's textile industry, which has 
been slack due to Delfim's recessionary 
policies, will be sewing over the next two 
months a million j eans for the Russians. 
M ost of the pri vate sector representatives 
on the trip have similar deals in the 
works; they will be aided by a new center 
for Brazilian trading companies in M os­
cow . 

The Soviets are fighting to reverse 
their chronic trade deficit with Brazil, 
which was expected to be 20 to 1 this 
year, before the trip . To do so,  they are 
yielding to the tough demands o f  Brazil­
i an industrialists that up to 75 percent of 
the equipment be made in Brazil.  They 
signed for electric generators, oil  p ros­
pecting, and wood alcohol plants under 
such conditons. And, they are offering to 
finance machinery for bauxite projects, 
such as the huge Carajas pit, with pay­
ment i n  b auxite or alumina. 

Botafogo concluded, "What they 
suggest is a more intensive trade relation 
to seize all opportunities, i ncluding the 
complementarity of  the two economies, 
as is evident in their special interest in 
j oi nt participation with Brazil i n  projects 
in third countries ," such as Peru,  Ethio­
pia, and Angola. 

Briefly 

• "THE DELEGATES of the 
guest states of black A frica will be 
required to rise to the enlightened 
and progressive political and cul­
tural level they will find in 
Tripoli . "  There exists "a lack of 
political and social development 
through the influence o f  the cul­
tural b ackwardness that afflicts 
m uch of A frica. "  These insults 
were contained in a memorandum 
sent to all 50 Organization of Af­
rican Unity member nations by Li­
bya's Colonel Qaddafi, who had 
agreed to host the OAU meeting 
next year. 

• ITALIAN M inister of Finance 
Nino Andreatta comes fro m  a 
well-known family in Trento , 
where his father took a leading 
role in establishing the sociology 
department at the university . The 
department has been identified as 
a key NATO intelligence center for 
selecting and deploying terrorists . 

• OGILVY & M ather Interna­
tional recently bought out the PR 
firm of Underwood & Jordan, for 
m any years the representative of 
U . S .  uti lities and n uclear power 
companies . Founder David Ogil­
vy , a British espionage expert, sits 
on the executive council of  the 
World Wildlife Fund, which the 
firm represents, along with Royal 
Dutch Shell, Monaco ,  British gov­
ernment entities, and Joseph E. 
Seagram & Sons of Canada. 

• PRAVDA carried a July 20 
commentary by Vsevolod Ovchin­
nikov on the Ottawa summit, as­
serting that the Seven seem "ready 
to float into a nuclear catastrophe, 
toward which the current policy is 
steering." Noting that the U . S .  
share in world production has 
sharply declined compared with 
Europe and Japan, Pravda says the 
U . S .  instituted the Trilateral Com­
mission to b ri ng the allies under 
control ,  and now Washington is  
using "the Soviet threat" to keep 
the Western Europeans in line. 
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The Trilateral Commission's 
rapid end to democracy 
by Lyndon H. LaRouche, Jr. 

Below, we excerpt sections of a release issued July 16 by 
the National Democratic Policy Committee, written by its 
advisory board chairman, Lyndon H. LaRouche, Jr. , and 
entitled "Security Nightmare at Ottawa. " The document 
is LaRouche's latest analytical report on the capabilities 
and motives of financially powerful "families, foreign­
based allies of David Rockefeller's Trilateral Commis­
sion, " to effect President Ronald Reagan 's near-term as­
sassination. 

"In warning against this plot, " LaRouche qualified, 
"we see in ourselves afrightening resemblance to those who 
warned again the consequences of the Hitler regime during 
the 1 932-38 period-during which London was fully sup­
porting Hitler. We fear that most members of Congress 
and the administration are ' too dumb '  to recognize the 
accuracy of timely warnings of impending 
catastrophe . . . .  " 

LaRouche described official Washington as "divided 
between 'kooks ' (such as David Stockman) and 
·cowboys. ' ' ' LaRouche's National Democratic Policy 
Committee, he reported, directs its activity toward the 
"basic good will and intelligence" of the "cowboy, " who is 
capable of shedding impassioned delusions in times of 
crisis. But, he concluded: " The problem is not the lack of 
such goodness and intelligence among our citizens-at 
least between two- thirds and three-quarters of them. The 
problem is the danger that that goodness and intelligence 
may not be awakened on a large scale until it is too late to 
escape from the grip of a new Trilateral Commission A dolf 
Hitler. " 
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As  we warned earlier, the point at which even the 
ordinary, poorly informed member of Congress might 
begin to pick up the trail leading to the President's 
would-be assassins is a July 5 Sunday New York Times 
column by James "Scotty" Reston ,  a man so British 
that even the British find his "Aaron Burr" enthusiasm 
embarrassing. Reston echoed an earlier, June 30 piece 
by IISS-linked Canadian columnist Gwynne Dyer. 
Some excerpts from Dyer's column provide the reader 
the flavor of the policy. 

. . .  it came as a mild shock when J. P. Taylor, one 
of the leading historians of our age, told me 
recently that he believes the only hope of avoiding 
a catastrophic world war that would end civiliza­
tion was for somebody to create a world empire 
[emphasis added] .  

This is heavy stuff, but  unfortunately Taylor i s  
largely right. A world of 1 50 sovereign states, all 
supporting military forces and accepting war as a 
normal way of settling disputes, is doomed once it 
has access to weapons of mass destruction . . . .  So 
long as there are separate states in  the world, the 
eventual collapse of civilization is inevitable. 

Yet those 1 50 sovereign states will not volun­
tarily abolish themselves . Almost two-thirds of 
them are new since 1 945, and their people are still 
entranced by the heady delights of independence . .  

Even the older countries are still afflicted with the 
disease of nationalism; indeed, being also the more 
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industrialized countries, they constitute the m ain 
present danger to everyone's survival [emphasis 
added ] .  

. . .  The old slogan of the 1 950s is  stilI relevant: 
one world, or none. 

This was the formula echoed on July 5 by Reston,  
and,  immediately following Reston's  column,  by several 
other key columnists who are prominent official news 
media mouthpieces for the forces associated with Rock­
efeller's Trilateral Commission.  

David Rockefeller and the Congressional Research 
Service are both out-and-out liars when they insist that 
the Trilateral Commission is not a high-level conspiracy 
against the United States . Conclusive evidence that the 
Trilateral Commission is a conspiracy is already provid­
ed by published resolutions and other official statements 
of the Trilateral Commission itself. On those grounds 
alone, we are not in the slightest danger of  exaggerating 
in naming Rockefeller and the Congressional Research 
Service as liars . 

• The Trilateral Commission is committed to termi­
nating democratic-republican forms of sovereign govern­
ment ( 1 975 Tokyo resolution,  drafted by Samuel P .  
H untington ,  and set into motion by a series o f  measures 
enacted under Trilateral Commission puppet-President 
Jimmy Carter).  These measures include congressional 
apathy in permitting Executive Orders establishing the 
Federal Emergency Management Agency (FEMA), and 
the Omnibus Banking Act introduced by Rep . Henry 
Reuss (D-Wis .) ,  giving the Federal Reserve chairman 
dictatorial powers over FEMA in case o f  a national 
emergency . 

• The Trilateral Commission has been consistently 
committed to destroying the sovereignty of the United 
States throughout no less than the past five years. The 
immediate objective of the Trilateral Commission is  to 
place the monetary, economic and defense policies o f  
the United States under the dictatorship of the Interna­
tional Monetary Fund, a policy repeatedly stated by 
Anthony Solomon and others during the Carter admin­
istration's  systematic wrecking of the U . S .  dollar. 

• These same world-federalist sche�es against the 
United States are outlined in a series of books published 
on behalf of the New York Council on Foreign Relations 
by McGraw-Hili Publishing Company : the "1980s Proj­
ect." These policies were drafted under the direction of 
key figures including Carter administration cabinet 
members Cyrus Vance, Zbigniew Brzezinski, and W. 
Michael Blumenthal. These same policies of  "controlled 
disintegration" of the U nited States economy were 
publicly embraced by Federal Reserve Chairman Paul 
A .  Volcker, a former Chase M anhattan Bank executive 
who performed a leading role in the 1 97 1  and 1 979-8 1 
phases of destruction of the economic and monetary 
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power of  the United States . 
• The Trilateral Commission is dedicated to genocide 

on a scale a hundred times worse than that accomplished 
by Adolf Hitler. George Ball ,  a leading Trilateraloid 
closely linked financially to the fascist P-2 Freemasonic 
lodge of Italy, has been a raving genocidalist, especially 
against both Mexico in particular and Latin America in 
general,  since prior to the 1 976 U . S .  presidential elec­
tion ,  as LaRouche emphasized in a November 1 ,  1 976 
nationwide N BC-TV address . The Carter administra­
tion's Global 2000 proposal recommends the death of 
approximately 3 billion persons over the coming 20 
years , and Kissinger additions to the U . S .  State Depart­
ment (the Office of PopUlation Affairs, Oceans and 
Technology) and the National Security Council (the Ad 
Hoc Population Group) are as dedicated to using U . S .  
government agencies t o  implement genocidal policies a s  
i s  General M axwell Taylor of the racist-genocidalist 
Draper Fund and the Draper·lin ked Delphi project at 
Chase Manhattan Ban k .  

• The Trilateral Commission i s  linked massively to 
supranational forces also enthusiastic for genocide, terror­
ism, and world-federalism. It is l inked directly to the 
forces behind the efforts to assassinate Pope John Paul 
I I ,  President Ronald Reagan ,  and others . Both Kissinger 
and Alexander Haig have been actively linked to the 
coordinators of international terrorism-these same 
forces-since 1969. Kissinger's  and Haig's involvement 
in coordinating international terrorism has been on 
front pages of the European press, in addition to 
massive official documentation of the connections by 
governmental agencies in Italy . (President Reagan does 
not know this important fact, because the friends of 
H aig have successfully duped the White H ouse into 
swallowing outright lies on the Propaganda 2 issue. )  

The grand scenario 
The general operation which motivates the Trilater­

al' s accomplices to assassinate President Reagan and 
others centers on the orchestration of a financial col­
lapse of the U nited States and Western continental 
Europe . This collapse, being orchestrated through the 
IMF, Switzerland and London, has the narrowest objec­
tive of collapsing the values of the U . S .  dollar and 
continental European currencies to the point that the 
British pound sterling takes over as the sole reserve 
currency for trade and investment throughout the world. 
It is that lesser aspect of the matter which defines Chase 
Manhattan and Paul Volcker as traitors to the United 
States in  the most profound sense of  treason. 

The final touches on additional features of the 
broader plot are to be settled in the context of the 
marriage of Britain's  Prince Charles and Lady Diana, 
when all  forces being- brought into the plot are to be 
represented in London, and to be briefed and drawn 
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into the final preparatory phases of the operation . 
The plan is to combine the collapse of the financial 

system of the United States and most of  Western 
Europe with other crises, to create a global "crisis 
management" scenario on the largest and most cata­
strophic scales. This situation of crisis management, to 
be aided by urban rioting and terrorist activities , is to 
be used as pretext for establishing "emergency-decree" 
governments in the United States and every nation of 
Western Europe, Britain included . In Britain, Prime 
Minister Thatcher is to depart, and Prince Charles is to 
emerge as a parody of his idol , George III, as de facto 

dictator of Britain. 

The financial crisis is to be used to subject the 
United States , among other nations so treated, to a 
dictatorship by decree of the International Monetary 
Fund. With this blow, the sovereignty of all principal 
capitalist industrialized nations excepting Japan is to be 
eliminated in substance. The following additional meas­
ures are to be implemented as adj uncts to that interna­
tional dictatorship by the I M F .  

• A l l  of the subj ugated nations are t o  be sub­
mitted to economic policies modeled upon those 
introduced by Nazi Finance Minister Hjalmar 
Schacht under the Bruning and Hitler regimes. 

(Chancellor Helmut Schmidt has warned publicly 
against the plan to establish a Brtining-modeled 
dictatorship in Germany. 

• The unemployment problems caused by fi­
nancial collapse are to be addressed through la­
bor-intensive forced-labor programs modeled on 
the precedent of Nazi concentration camp czar 
Albert Speer. 

• The governments of the affected nations are 
to be transformed by aid of emergency-decree 
actions into fascist states modeled on the 1920s 
Italy of Benito Mussolini. In general,  these fascist 
regimes will be governed by Socialist International 
prime ministers , such as P-2-linked H aig protege 
Bettino Craxi in Italy. 

• The policy of genocide for the Third World 
is to be put immediately into full-scale operation ,  
through aid of I M F  "conditionalities" policies t o  
promote genocide through famine a n d  epidemic, 
and through orchestration of perpetual states of 
regional warfare and insurrections in the regions 
targetted by such agencies as Gen. Maxwell Tay­
lor's Draper Fund. 

• In Europe, this operation is to be directed to 
the included purpose of restoring monarchies, 
such as the House of Savoy for Italy. This is the 
"bait" being held out to representatives of royal 
and aristocratic pretenders during meetings held 
under the auspices of the Charles-Diana wedding. 
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The token figure of  reference for this aspect of the 
operation is the Austrian pretender, Duke Otto von 
Hapsburg of the Pan-European Union and Mont 
Pelerin Society. H apsburg has publicly stated his 
hope to become the " Emperor of  Europe" under 
a system of carved-up European nations modeled 
upon the defunct Austro-Hungarian Empire. 

• The system of world federalism so projected 
is to be federalist on two levels .  First, the world is 
to be divided into regions-Europe, North Amer­
ica, Latin America, the Middle East and M ahgreb, 
Africa, Asia-each with its own currency-bloc and 
administrative arrangements for the region as a 
whole. Each of the regions is to be apportioned 
into a network of (chiefly) microstates, each based 
on the limited autonomy of some ethnic or reli­
gious distinction,  as outlined for the Middle East 
in the "Bernard Lewis Plan" adopted by Henry A .  
Kissinger and b y  the Carter administration (the 
policy behind Brzezinski's coordination of both the 
bringing of Khomeini to power and the taking and 
holding of U.S. hostages) . Switzerland and the 
British pound sterling are to be the coordinating, 
controlling force regulating the policies of and 
conflicts among the various regions .  This admin­
istration is to be mediated through the Interna­
tional M onetary Fund and beefed-up institutions 
of  the United Nations Organization .  

• To remove stubborn and probable obstacles 
to this scheme, the plotters allied to the Trilateral 
Commission intend to eliminate Pope John Paul II 
(to remove Vatican enmity against Carter' s Global 
2000 genocide proposal), and American-national­
ism-linked President Ronald Reagan. The project­
ed killing of Reagan has the additional value to 
the plotters of creating the conditions for emer­
gency-decree government of the United States by 
a de facto junta including Haig and Volcker. 

All of the financial and economic scenarios for the 
l isted plot are presently openly proposed by the Trilater­
al Commission ,  leading British spokesmen , and other 
relevant parties . 

The special features of the present situation, which 
makes the threat to the President so immediate is the 
fact that the Trilateraloids' successful ' p ressuring of 
President Reagan, to turn himself into a new, ill-fated 
Herbert Hoover, has brought the United States to the 
verge of the greatest financial collapse in our nation's  
history .  The very impetus of the general financial col­
lapse caused by Volcker's October 1 979 to July 1 98 1  
treasonous monetarist policies, has brought events to 
the point at which the plotters must either give up the 
scenario or plunge ahead to immediate implementation 
of the operation . 
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The Democratic Party 

Leftists try coup in 
California party 
Warren Hamerman is the chairman of the National Dem­
ocratic Policy Committee. whose advisory board is headed 
by EIRfounder Lyndon H. LaRouche. Jr. 

On Saturday, July 1 8 , some would-be modern Robes­
pierres linked to Jerry Brown and Tom Hayden passed 
through the small executive committee of the California 
Democratic Party a resolution censuring the traditional­
ist wing of the party organized around .the National 
Democratic Policy Committee (NDPC) . What is the 
meaning of this new sociological phenomenon, where 
the far left wing of the Democratic Party, typified by 
Brown and Hayden, goes on an attempted rampage 
against the traditionalist or moderate Democratic Party 
forces, typified by Lyndon H. LaRouche, Jr.? 

While the new sociological phenomenon can be ob­
served elsewhere in America-for example, in the col­
lapse of the Michigan State Democratic Party or the 
activities of the notorious William Winpisinger�the 
clearest example of the new process can be seen in 
England. 

In the recent local elections in Warrington,  an 
industrial town racked by widespread unemployment 
and economic collapse, the new moderate Social Dem­
ocratic Party of Roy Jenkins and Denis Healey polled a 
huge vote of 42 percent in its first electoral test, nearly 
outpolling the left-wing Labour Party of Wedgwood 
Benn. Margaret Thatcher's local conservative candidate 
finished wih a dismal 7 percent of the vote . No one 
expected the new Social Democratic Party of Jenkins­
formed in opposition to the left-wing rampages of 
British Labour Party leader Anthony Wedgwood 
Benn-to get such a large vote. Because of widespread 
hostility to the economic au�terity policies of Thatcher, 
the new Social Democratic Party enjoyed many cross­
over votes from disgruntled conservative Tories. 

While we in the National Democratic Policy Com­
mittee are anything but social democrats, the sociologi­
cal phenomenon in the Warrington by-elections is pre­
cisely analogous to the actions of the California State 
Democratic Executive Committee. In the United States, 
when left-wing Democrats go on a rampage and try to 
throw normal Democrats out of the party, they will 
stimulate the normal, traditionalist�oriented rank and ' 
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file of the Democratic Party and its constituencies to 
rally instantly and forcefully around the "censured" 
traditionalist wing . 

In England the insane left-wing antics of Anthony 
Wedgwood Benn (the friend of Willy Brandt and Mike 
Harrington),  combined with the voters' disgust for the 
disastrous economic policies of Thatcher, propelled the 
voters to cast 42 percent for the new party. 

In California, the would-be modern Robespierres 
will catalyze the ranks of the Democratic Party to rally 
around the traditionalist LaRouche . This phenomenon 
will be greatly augmented by the widespread fears in 
the American population that Ronald Reagan, despite 
his decent personal intentions, is wrecking the economy 
by capitulating to Paul A. Volcker' s insane high inter­
est-rate policy and allowing a foreign policy mess to 
worsen because of the President's failure to remove 
Alexander Haig as secretary of state. 

Across the United States the left wing of the Demo­
cratic Party is attempting to move against the tradition­
alist orientation of the Democratic Party's own rank 
and file. This explains, at a moment of generally increas­
ing perception of economic crisis in the country, the 
rapid growth of Lyndon LaRouche's National Demo­
cratic Policy Committee. From California to Michigan, 
Texas, and Pennsylvania, the left wing of the Democrat­
ic Party, excited by the successes of the left Socialists in 
France and Italy, are moving to wreck the Democratic 
Party at the expense of the sentiments of Democratic 
constituencies themselves . 

The process is most advanced in California, where 
Jerry Brown is in serious trouble for his mishandling of 
the fruit-fly situation because he acted not from sensible 
thinking. but from the blind emotional commitment to his 
ideological prejudices against "big agriculture" and for 
"environmentalism right or wrong ." Tom Hayden, the 
radical Wedgwood Benn of California, has infiltrated 
the Democratic Party with an organization he calls the 
Campaign for Economic Democracy (CED). At the last 
California State Democratic Convention Hayden con­
trolled 4 1 9  delegates- 1 92 of them elected and the rest 
appointed by Brown-linked party officials .  Hayden is a 
warrior against all forms of economic progress: big 
labor, big agriculture, big industry, and big science. He 
therefore calls for the overthrow of "America's gods of 
power, technology and profit ."  

French President Mitterrand's allies in America call 
themselves the Democratic Socialist Organizing Com­
mittee (DSOC) . Recently one of the leaders of this 
organization told the press that they are organizing 
their faction in the Democratic Party through umbrella 
groups, putting forward their socialist ideas as ultra­
,"liberal" because they will sell better. Already the 
Democratic Socialist Organizing Committee (headed by 
Michael Harrington) has three members on the Demo-

National 55 



I 

cratic National Committee: William Winpisinger, pres­
ident of the International Association of  M achinists; 
Jerry Wu rf, p resident of AFSCM E; and Jolene Unsoeld 
from Washington State . 

The Socialist International of Wedgwood Benn has 
also inserted its machinery into the state levels of the 
Democratic Party . David Livingston,  president o f  Dis­
trict 65 in New York,  recently affiliated with Doug 
Fraser's  U AW .  In the state of Washington,  the Coali­
tion for Democratic Socialism backs K aren M archioro 
for state party chairmanship .  Four members of the 
Democratic Socialist Organizing Committee already sit 
on the Kansas State Democratic Committee and they 
are taking the lead in drafting a state social ist platform 
for the Kansas party . Forty elected officials are mem­
bers of DSOC, including Ron Dellums of California, 
Ed Wallace and Ruth M essenger of Ed Koch's  City 
Cou ncil in New York,  and Detroit City Council Presi­
dent Mary Ann Mahaffey . Also in Michigan , the man 
who wrote the McGovern rules of the Democratic 
Party-Morley Wi nograd-has presided over the 
wrecking of the state party. 

Mainstream Democrats on the line 
The intensi fied actions of the left wing of the Dem­

ocratic Party di rectly defy the sentiments of the main­
stream of the Democratic Party. For example, at the 
Rules Committee meeting the night before the Califor­
nia State Executive Board voted its censure of  the 
National Democratic Policy Committee, three reasons 
were presented for censuring LaRouche: 

1 .  LaRouche and the National Democratic Policy 
Committee have forcefully attacked Paul A.  VoJcker' s 
depression-causing high interest-rate policy at the Fed­
eral Reserve as well as the botching of American foreign 
policy against the interest of the nation by Alexander 
Haig; 

2 .  LaRouche and the National Democratic Policy 
Committee have exposed Jerry Brown as the "candidate 
of sodomy" whose policies promote the moral and 
physical destruction of youth; 

3. LaRouche and the National Democratic Policy 
Committee have been the most visible opponents in 
Europe to Willy Brandt, M i tterrand of France, Craxi of 
Italy, and their Socialist International allies . 

Each of these pol icy positions taken by LaRouche 
and the N D PC reflect the policy orientation of the 
'mainstream of the Democratic Party . The would-be 
Robespierres in California, as the left socialists in 
England, will now find broad forces rallying to La­
Rouche and the Nati onal Democratic Policy Committee 
in answer to iheir pledge to rebuild a strong tradition­
alist-oriented Democratic Party to defend the interests 
of Democratic constituencies , and p ursue policies in the 
national interest. 

56  National 

-- - ----------------

U.S. Social Democrats 

Winpisinger on the 
Jacobin game plan 
In  a rambling interview last month, William " Wimpy" 
Winpisinger, the socialist president of the International 
Association of M achinists, spoke of the need for a "grass 
roots education campaign" that could produce mass 
unrest against the Reagan administratio n .  Winpisinger 
was al} important participant at a " Eurosocialism and 
A merica" conference last December in Washington,  
where Socialist International president Willy Brandt, 
Sweden' s  Olof Palme, and French President Franl(ois 
Mitterrand gathered to plot the overthrow of the Amer­
ican government-first, by " Hooverizing" the President 
through manipulating him into disastrous economic pol­
icies, and then, by organizing riots and other forms of 
"class warfare" among the disaffected populus.  

Winpisinger, vice-chairman of the Socialist Interna­
tional 's  American arm, the Democratic Socialist Organ­
izing Committee (DSOC), concentrated his interview 
remarks on the second,  "class warfare" aspect of the 
anti- Reagan plan . In the process , the structure of both 
the labor movement and the Democratic Party wo uld 
have to be changed, he indicated. 

"The main thing the labor movement has to do is 
change its image," stated Winpisinger. "We have to go 
on a massive public education campaign and bust the 
Reagan myth . The idea that this guy got a mandate from 
the popUlation last November is a crock . Look at the 
budget fight.  This proves what this guy is all  about.  The 
whole budget fight went up in smoke, with Reagan 
trying to ram his program down the throats of Congress.  
We have to get the Democratic Party to take the role of 
the loyal opposition .  Tip O'Neill sitting on his big tuchas 
finally started to get off it after it was almost too late ."  

The  lAM president wants people out  in the streets:  
"We have to start now with a grass roots education 
campaign , showing people how this right-wing nut is 
trying to rip up social programs; this will be the way we 
will change labor's image . I f  we don't  start doing some­
thing about this guy now, this country will be turned into 
a fascist corporativist state . "  

Winpisinger spoke o f  "getting coalitions going all 
over the place to stop this Reagan business ," reminiscent 
of  Washington conference speaker Anthony Wedgwood 
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Ben n ,  t h e  n o b le-born B r i t i s h  radica l  w h o  ca l le d  fo r a l l i ­
a n ces between b l ue-co l l a r  workers ,  b l a c k  n a ti o n a l ists ,  
potheads ,  h om osex u a l s  and soci a l i sts  to des t a b i l ize 
A m er ican  soci ety Franyois  M i tterran d ,  v i ce-c h a i r m a n  
o f  the  Soci a l i st I n t e r n a ti o n a l , i s  a "great guy"  to W i n p i ­
s i n g e r .  " M i tterra n d  s h o w e d  everyo ne t h at t h e  m y t h  o f  

G i scard,  a con servati ve l i k e  Reagan , c o u l d  be b ro k e n . 
N o w  the w h o le wo r l d k n o w s  t h a t  th i s con servat ive crap 
i s  o n  t h e  way ouL M i tte r r a n d  i s  great . "  

" F o r  now , "  s a i d  W i n p i s i n ge r ,  " w e  h a v e  t o  w o r k  

w i t h i n  t h e  Democrat ic  Party to  g e t  t h i s  k i n d  o f  refo r m  
goi n g .  I f  that  d o e s n ' t  w o r k ,  who k n ows . "  I n  t h e  U n i te d  
States,  W i n p i si n ge r  stated , "Ted K e n n e d y  st i l l  h as a l o t  
o f  i mportant  t h i ngs to s a y .  W a lt  M o n da l e  i s  n o t  washed 
up ye t . In  t he H o u se of  Rep resentat ives  . . .  s o m e  o f  the 
good peopie there are B o b  M archey [Ed M archeyJ  fro m  
M assach usetts ;  Downey fro m  L o n g  I s l a n d ;  Panett a  fro m  
C a l i fo r n i a :  a n d  P h i l  B u rto n . "  

A sked a b o u t  h i s  p o s i t i o n  o n  U . S ,  defe n se i n d ustry ,  

W i n p i s i nger repl ied ' "  d id  a study w h ic h  d i sproved this  

whole  n o nsense t h at defense  s pen d i n g  creates  j o b s  as  
soon as  I became pres i dent  i n  1 97 7 . "  H e  had,  h e  b o a sted , 
tr ied to c o n v i n ce the defense g i a n t  U n ited Tech n o l o ­
gies-whose c h a i r m a n  was  A lexander  H aig-to reor ient  
product i o n  to serv ice  i n d ustry . Asked w h a t  h e  would do 
to i m prove U . S ,  defense ,  W i n p i s i nger  sa id ,  " I  w o u l d  
b u i l d  m ore ta n k s ,  s h i p s  a n d  so o n ,  a n d  s h o r e  u p  con ven­
t iona l  weapo n s .  The R ussi a n s  can bomb al l our  on-the­
ground m i ss i l e s  a n yway and i t  s t i l l  w o u l d n ' t  m a tter 
beca use we h a \  e s u b m ar ines  a l l over  the p l ace with 
e n o ugh fi rep\)wer t o  blow them awa:.:o We h a ve to stop 
g iv ing  t h e  w r o ng peo p l e and the wrong programs m o ney 
wh ich a re d up l i c a t i n g  u n n ecessary areas  o f  defe n s e .  L o o k  
at Boeing·- t hey're  d o i n g  g r e a t  s i n c e  t h ey got  away fro m  
the defe n se a rea a n d  went  i n to t h e  c o n s u m e r  m a r k e t .  

" I  t h i n k  w a g e s  s h o u l d  be a dj u sted aro u n d  t h e  w o r l d , "  
h e  a d d e d .  " a k i n d  o f  r a r i t y  a dj us t m ent  to  m a ke u p  fo r 
the a m o u n t \\o t:  s p e n d  to defe n d  every o n e  e l se .  If J a p a n  
a n d  oth ers  p icked  u p ,  a n d  they s h o u l d ,  t h e n  we co u l d  
drop t h e  a m o u n t  we spe n d ,  I refu se to  t h i n k  a n y o n e  w i l l  
use these awes o m e  weapo n s  to b l o w  u p t h e  w o r l d .  W e  
j u st have t o  te l l t hem i f  t here i s  a n y  n o nsense we w i l l  p u s h  
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al l  t he h u t t o n s  and  t h a t ' s  i t .  , "  H e  a rg u ed t h a t  m a ke-
work "soci a l  progra m s "  are  the  \\oay to c ;�:a te j ob� .  

W i n p i sl l1 g e r  refused [ 0  cn n d e :"n rl  F e d e r a l  Reserve 
C h a i r m a n  V o l c k e r ' s  i n t erest  [ci tes , .... h i;.;h  have made j ob­
creati ng i n d us t r i a l  i nvest rm:nts  a v an i s h i n g species .  "The 
m a i n  p ro b l e m , "  h e  i n s i s ted,  is  i n d ust ry i t sdf. " We n eed 
to s t o p  t h e  fl o w  of  c ap i t a l a l l  o li e r  the p l a ce o ll ts id..:  of  the  
U n ited Sta les . The p r o b l e m  i �  these big m u i t lI1 at i o n a l  
corpo r a t i o n s  \\o h o  use the m o ney fur t h ei r  o w n  e n d s  . . . .  
The way you  h a n  cap i t a l  ex port  i s  t h e  s a m e  way y o u  do i t  
fO f a n y t h i n g ,  j u st p u t  a t a x  o n  t h e  e x p o r t  of  c ap i t al a n d  
keep t h e  m o ney i n s i de t he U n i t ed Sid les " 

W i n p i si nger c o m m ented o n  fa r nv,' r s .  a n d  fa rm pro­
g r a m s  t h a t  e n s u r e  foo d  prod uct i o n :  " F  ood p r o d ucti o n  
i n  t h i s  c o u ntry i s  b i g  b u s i n e s s .  The b ig  agro b usi ness 
o u t fits  d o n ' t  need any su bs id ies to  h e l p then . .  Th<:> t  is  the 
problem w i t h  th is  country .  The poor g u y s  get n o t h i n g ,  
w h i l e  a g r o  b u s i n ess  and  t h e  corporat ions  a re p u l l i n g a l l  
s o r t s  o f  soci a l  r a i d s  o n  t h e  Treas ury " 

A n d  tht  a u t o  i n d ust ry? "The fi r�; 1  (h i n l<  ! w a  u l d  do is  

ap p o i n t  a trade a m b a ss a d o r  who \\ ou ld  I J Y  d o w n  the  l a w  
to t h e  J a p a nese to  l i m i t  the i r e x  p o rt � .  O u r  u n i t  l a h o r  cost 
i s  j ust as  good as  the J ap a n ese,  but  they give thei r 
i n d u str ies  a l l  sorts o f  he lp  and w e  d o n ' t , "  

D oe s  W i n pi si n g e r  th i n k  w e  s h o u l d  g i ve o u r  I I1 d ustries 
help,  i n  the fo r m  o f  cheap cred i ts'.' N o  "I wo u l d n ' t  give 
t h e  corpo rat i o n s  a n y t h i n g  u n t i l  t hey cut out their anti­

u n i o n  operat i o n s .  I d o n ' t  even s u p p o r t  t h e  re i n d u st r ial i ­
zat ion plan o f  the A t·L-C 1 0 .  Why s h o u l d  we s u pport  a 
corporate ra id  on the Trea s u ry'? " 

W i n p i s i nger was  p leased t h u t  D o ug f r aSt� r ' s  U n i ted 
A uto W o rkers  h a d  rej o ined t h e  A F L-C l O ,  beca use t h i s  
w i l l  gi ve t h e  So c i a l i s t I n te r n at i o n a l  a d d e d  d o u t  i n  the 
l a b o r  federat ion ' s  execut i ve counci l s .  Bu t  the  f"eamsters ,  
w h o  bui l t  their  u n i o n  by b u i l d i n g  the i l i n d ustry ,  h e  
w o u l d  l i k e  to  s e e  b u s ted . " T h e  Team sters a re r a i d i n g  
o t h e r  u n i o n s  a l l  o ve r  t he p lace .  T h ey t h i n k  t h e y  have 
some sort  o f  G od-g i ven r ight  ur  somet h i n g .  We w o n ' t  
t a k e  i t  t h o ug h :  w e  fig h t  r i g h t  bac k .  We ca n r a i d ,  They 
t h i n k  they own the  b rewery i n d u s t ry ,  and tvery time we 
start  to go at  t h a t ,  they h a ve a fi t .  T h e y  luok fo r weak ­
n esses i n  o u r  m e m bersh i p ,  b u t  we j u,� l  do the  � a m e  with 
them . W e  a re i n  to uch with t h e  ones jfl thc: i r  u n i o n  w h o  
d o n ' t  l i k e  t h e m . "  

A s  fa r a s  t h e- Soc i a l i st I n te rn a t i o n J. / " s  r i ot -organizing 
p l a n ,  W i n p i s i nger  c o n c l u d e d :  "I d o n ' t  t h i n k  we s h o u l d  
m a k e  a b i g  d e a l  out  of  n a t i o n a l  d em o n s t r a t i o n s .  We have 
to focus  o n  the gra�sro,) ts  o r ga n iz i n g  back h o m e .  We 
have to  get co m m u n i ty organ ilers out  t h e re ,  and h i re 
t h e m  i f  n e cessary .  T h e re a r e  a lot  o f  gllUd  o rgan izers and 
t h e  A F L - C I O  s h o u l d  h i re them I t  t h ey  don ' t  d o  i t ,  then 
I w i ll m a k e  the lA M ' s fu n d s  a vai l ab l e  fo r that  p u rpose,  
W e  h a v e  to m a k e  avai l a b l e  u n i l' f1  h a i l s ,  ch u tches a n d  
b u i l d  coa l i t i o n s  t o  p u l l  ( nlleth e r  a l l  t h e  co a l i t i o n s  we have 
been wo r k i n g  wi t h . '  
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The Pittsburgh-Cleveland Waterway 

Growth plan could 
revive a crucial 
industrial belt 

by Laurence Hecht 

The Upper Ohio Valley from Pittsburgh to Youngstown, 
Ohio, once the world leader in steel production, and still 
one of the greatest concentrations of skilled industrial 
labor in the world, is in a fight for survival. Long allowed 
to decay by corporations such as U.S .  Steel more inter­
ested in speculative investments than steel-making, the 
region's industrial capability is now targeted for com­
plete destruction by the advocates of deindustrialization 
and global population reduction . 

But a recently formed coalition of labor and business 
interests has taken the offensive to turn all this around. 

At a press conference last month, the Pittsburgh to 
Cleveland Committee announced that bills had been 
introduced before houses of both the Pennsylvania and 
Ohio legislatures calling for construction of a barge 
canal that would permit direct water transport from Lake 
Erie to Pittsburgh, and tie the Upper Ohio Valley steel 
towns into the great Ohio-Mississippi river system . The 
waterway plan has received the full backing of the Na­
tional Democratic Policy Committee. 

The proposal is not a new on'e, but because it was not 
carried out earlier, say its sponsors, the region's steel 
mills have fallen into decay, and many, particularly in 
Ohio, have shut down forever . "We warned people 30 
years ago that we had to do this, or the valley couldn't 
compete in world markets," charged John McCarrell ,  
retired president of United Autoworkers Local 544 in 
Pittsburgh who chairs the committee. 

Sam Neff, a former state legislator from Beaver 
County, Pennsylvania who is on the group's steering 
committee was in the battle for a similar canal in 1 947.  
The state of Ohio passed the enabling legislation, Neff 
recalls, but Pennsylvania rejected it. "R .  K. Mellon and 
the Pennsylvania Railroad were against it," Neff says, 
"and they pulled many of the other Pittsburgh steel 
interests in with them . They didn't realize tha t in the long 
run the whole upper Ohio Valley was in the same boat, 
because they needed the transportation . We may have 
lost the steel industry here as a result," Neff says . Neff 
believes the West Virginia an� rn Pennsylvania coal 
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interests are a new force that can be pulled behind the 
fight for the canal, and may be able to win the battle that 
Pittsburgh steel interests have previously sabotaged. 

The bills before the Pennsylvania legislature (H.B .  
308, S .B .  436) and the Ohio assembly (H.B .  553)  call for 
establishing an interstate waterway authority that would 
manage the local aspects of the project in a way similar 
to the Tennessee-Tombigbee project. It would be funded 
federally except for local damages-shifting of bridges 
and highways, etc.-and carried out by the Army Corps 
of Engineers . 

The route and dimensions of the new waterway would 
be similar to that proposed in a 1 965 Army Corps of 
Engineers study prompted by earlier efforts of the re­
gion's business, labor, and industrial leaders. 

At that time the Upper Ohio Valley (stretching from 
Pittsburgh northwest to Youngstown, Ohio) had already 
lost its position as the nation's leading steel-I'roducing 
region, and it was getting worse. The waterway would 
have cheapened the cost of raw-materials delivery-the 
principal component of the cost of producing iron-and 
allowed the Upper Ohio Valley to again become a highly 
efficient steel-producing area. 

The waterway would also create a new North-South 
continental route-from Lake Erie clear through the 
Ohio-Mississippi river system to the Gulf Coast. Only 10  
miles of excavation between the Grand River in northern 
Ohio, and the Beaver-Mahoning which flows south to 
the Ohio stood in the way (see Divide Cut on map). 

By a series of 10 dams and locks on the two rivers, 
and construction of a 29-mile breakwater on Lake Erie; 
the Army Corps of Engineers plan would have created a 
direct barge channel from Cleveland to New Orleans .  
The potential benefit to the entire Lake Erie coast from 
Buffalo to Detroit was inestimable. 

The waterway would not only mean that Lake Supe­
rior ores could find their way into the Pittsburgh­
Youngstown steel belt more cheaply. It would also pro­
vide an outlet for Appalachian coal via the waterway into 
Lake Erie and on to the markets of Europe by way of the 
St. Lawrence Seaway. Local benefits were also to be 
gained in terms of improved flood control and irrigation, 
better water quality, pumped-storage power generation ,  
and the creation of a 33-mile long reservoir open for 
recreational use. 

The Corps of Engineers' 1 965 study projected a cost 
of $ 1 00  million a year for 10 years to complete the 
project. Though authorization passed the Ohio state 
legislature it was turned down by the Commonwealth of 
Pennsylvania under Gov. William Scranton . 

Rebuilding steel 
The nation's entire steel industry is now suffering 

the effects of the Volcker depression . But where some 
steel plants are cutting back, those in the Upper Ohio 
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Valley are shutting down entirely. This region where 
Andrew Carnegie gave American steel-making its start, 
is now the largest concentration of outdated and ineffi­
cient plants in the world. There are plants here that date 
back to World War I, and many others of World War 
II vintage. Many steel-makers have made the decision 
to let their plants here die a natural death. What 
expansion they have carried out has been elsewhere, 
usually on seaboard locations. 

But if America is to have energy, housing, jobs, and 
the standard of living it once enjoyed, we will need steel . 
The Upper Ohio Valley region still contains a concen­
tration of skilled workers and the industrial infrastruc­
ture needed for steel-making . It is also strategically 
located near to important markets for steel products. 
Ohio, for example, is a leading producer of machine 
tools, electrical equipment, automobiles, and heavy 
machinery, all products that will be in demand in an 
industrial recovery, and all require a high steel compo­
nent. 

In the short term, easing of EPA emission standards 
and stepped-up demand could aid a minor recovery in 
the region. But the lack of the interconnecting waterway 
will prevent any longer-term growth, and ultimately 
doom the entire integrated raw materials/industrial belt 
stretching from Western Pennsylvania into Ohio, Ken­
tucky, and West Virginia to stagnation . Workers will 
either move elsewhere, or adjust to "permanent unem­
ployment" and lowered living standards as the propo­
nents of the Volcker depression advocate. 

In 1 965, steel production in the Pittsburgh-Y oungs­
town zone was already declining from a 1 950 high of 37 
percent of the nation's ingot production to 28.6 percent .  
Projections showed i t  falling steadily to  below 25 per­
cent by 1 975 .  The problem was twofold. First, the 
landlocked Pittsburgh-Youngstown region has inade­
quate access to the rapidly growing new markets outside 
the traditional Midwest industrial belt it serviced. Sec­
ond, new technologies in steel manufacture were in­
creasing the amount of new iron (as opposed to scrap) 
required per ton of steel . Most of the cost of pig iron 
consists of transporting the basic raw material-iron 
ore, coal, and fluxing stone-to the mill. In 1 964, 
already 2 .74 tons of these materials were needed for 
every ton of new iron produced, and the figure was 
going up. 

The solution was obvious to the local boosters: build 
the waterway . Most of the cost of transporting the Lake 
Superior iron ore was incurred in the last 1 35 miles of 
its 1 ,000 mile journey to the Pittsburgh steel plants . 

From Duluth, Minnesota to Ashtabula, Ohio on the 
Lake Erie shore, 882 miles, the ore is carried by laker at 
low cost. But at Ashtabula it must be unloaded into 
railroad cars for the trip inland.  The trip from ore boat 
at Ashtabula to the Pittsburgh furnaces, though only 1 3  
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percent of the distance, represented 60 percent of the 
cost. The interconnecting waterway would cut the cost 
of that last leg by more than half, and lay the basis for 
the Upper Ohio Valley to become competitive again as 
a steel-producing region. 

But the waterway's best boosters did not necessarily 
include the steel companies that had their start there. 
Some, like U .S .  Steel, for example, were already begin­
ning the "diversification" that by this point has them 
looking for growth in almost every area but steel . 

They were later aided by such "postindustrial soci­
ety" promoters as the Academy for Contemporary 
Problems which set up headquarters in 1 972 in Colum­
bus, Ohio, using the estate of Armco Steel magnate 
George Battelle to study ways to sell permanent unem­
ployment to the region's producers . 

The region soon became a magnet for kooky, left­
wing outfits deployed to sell the new lifestyle of lower 
living standards. A succession of left front groups asso­
ciated with New Leftist Staughton Lynd targeted the 
area for this treatment in the early 1 970s. Then in 1 977, 
Gar Alperovitz of the Exploratory Project for Economic 
Alternatives set up shop in Youngstown, at the height 
of its steel crisis, attempting to sell the community on a 
scheme to "buy back" the recently closed Campbell 
steel works. 

The entire game would not have been possible but 
for the defeat of the Interconnecting Waterway in 1 965 . 
The region now has a second chance. 
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congressional Closeup by Barbara Dreyfuss and Susan Kokinda 

Volcker is causing an 
'economic Waterloo' 
Federal Reserve Chairman Paul 
Volcker was denou nced for his 
high interest-rate policies July 2 1  
w h e n  h e  a p p e a r e d  b e fo r e  t h e  
House Banking Committee, to an­
nounce that he was going to tight­
en the money supply even further. 

The strongest attack came from 
Rep . H enry Go nzalez (D-Tex . ) ,  
who h a s  been warning t h a t  the 
United States faces an "economic 
Waterloo" because of  the high in­
terest rates.  At the hearings Gon­
zalez accused the Fed chairman of 
"legalizing usury" and announced 
that he is preparing a bill of im­
peachment covering V olcker and a 
m aj o r i t y  o f  t h e  F e d ' s  s e v e n ­
member board o f  governors. 

I n  addition to Gonzalez, a bi­
partisan group of congressmen in­
cluding George Hansen (R-Idaho),  
Norman Shumway ( R-Calif. ) ,  and 
Fra n k  Annunzio ( D - I I I . )  all de­
no unced Volcker's  policies .  Han­
sen charged that Volcker's  credit 
squeeze is "destroying the small 
businessman . . .  destroying middle 
America . . .  destroying the Amer­
ican dream . "  Crit ic isms by the 
o t h e r  c o n g r e s s m e n  were a l s o  
sharp ,  with A n nunzio po unding 
the table and shouting . 

In response, at these and hear­
ings the following day in the Sen­
ate Banking Committee, the Fed­
eral Reserve chairman denied that 
high interest rates were the real 
source of the problem , and blamed 
the American wage levels instead . 
Volcker declared that the series of  
labor-union contracts coming up 
in January could lock the U.S .  into 

60 National 

three years of inflatio n .  "We can­
not have price stability and 12 per­
cent increases in wages,"  he told 
the Senate Banking Committee . 

Behind the scenes, a number of  
l i b e r a l  D e m o c r a t s  who fa v o r  
Volcker's demands for a wage ceil­
ing are mooting implementation of 
some form of wage and price con­
trols .  

At the Senate Banking Com­
mittee hearings , V olcker also got 
backup from Committee Chair­
man Jake Gam (R-Utah) .  Refer­
ring to the attacks on Volcker' s 
policies by House members the day 
before, Gam declared, " I  feel very 
strongly that we are experiencing a 
tremendous amount of demagog­
uery . I'm referring in  part to what 
happened yesterday in the House 
Banking Committee . The Federal 
Reserve is  not the cause of high 
interest rates, it's the Congress . "  

House supports minimum 
Social Security level 
The H ouse voted overwhelmingly 
July 2 1  to back a resolution that 
cal ls  for preserving the minimum 
Social Security benefit for those 
now receiving it .  Earlier in the day 
the Sen ate had voted down the 
s a m e  res o l u t i o n  52 t o  4 6 .  T h e  
H ouse vote was 405 t o  1 3 ,  with the 
Repub lica ns  j o in ing  the Demo­
crats against the proposals of  the 
President . 

The Republicans acted on the 
advice of House Minority Leader 
Robert Michel (R-Il l . ) ,  who, ob­
viously aware that the resolution 
would pass,  did not want the Re­
p Ubl icans  o n  record against  the 

minimum benefit . 
The resolution was introduced 

by H ouse M aj o rity Leader Ji m  
W r i g h t  (D-Tex . ) ,  who declared 
that although he hoped the resolu­
tion would influence the budget 
reconciliation conference, his real 
concern was that the resolution 
would be a moral commitment for 
future legislation .  

B oth  the H ouse and Senate 
b udgets e l iminate the minimum 
Social Security benefit, the  only 
d i fference being the d ate this  i s  
done.  Thus t h e  conference will not 
actually take up the issue unless 
there are special rules changes . (The 
Republican defenders o f  the move 
say that its victims can go on the 
welfare rolls ! )  

However, the Congress will b e  
taking up a number of Social Se­
curity financing issues almost im­
mediately. The House Social Secu­
rity Subcommittee has been hold­
ing hearings on H . R .  3207 ,  spon­
sored by Rep. J. J. Pickle (D-Tex .) ,  
which makes a number of  propos­
als for Social Security financing, 
including l ifting the retirement age 
for ful l  benefits  to 68 from 6 5 .  
M arkup o n  t h e  b i l l  could  begin 
possibly as early as  July 24 . Sen . 
William Armstrong chairman of 
the Senate Social  Security Sub­
committee, at a breakfast meeting 
with reporters July 1 6  endorsed the 
proposal  on the retirement age . 
The Senate Subcommittee will  be 
taking up the financing issues, in­
cluding proposals made by the De­
partment of Health and Human 
Services in a M ay press release. 
Among these proposals are reduc­
ing the benefits givt:n to those who 
retire at age 62 from 80 percent to 
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55 percent. Legislation to restore 
the minimum benefits, at least for 
those now receiving them , is ex­
pected to be introduced in the con­
text of the House and Senate de­
bate on these various proposals. 

A dministration declares war 
against foreign trade 
At July 19 hearings of the Senate 
Banking Committee's Internation­
al Finance Subcommittee, two ad­
ministration officials testified in 
opposition to the Competitive Ex­
port Financing Act, S. 868 , while 
maintaining a singularity of pur­
pose with its principal author, Sub­
committee Chairman John Heinz 
(R-Pa.) .  Newly installed Export­
Import Bank Chairman William 
Draper III and Robert Cornel l ,  
Assistant Secretary of the Treasury 
for Trade and Investment, indicat­
ed that they preferred not to pass 
S .  868, which will give Exim an 
additional $1 billion credit line to 
"combat predatory export financ­
ing by other countries," but would 
prefer to leave it "on the table" as 
a bargaining chip in negotiations 
with Europe and Japan . 

Cornell bluntly stated that "we 
oppose official export credit subsi­
dies," and launched into a tirade 
against European and Japanese 
trade policies . Cornell, who is a 
V .S .  trade negotiator, stated in 
quite undiplomatic language that 
"many have what I would consid­
er an irrational conviction that 
there is some 'proper' or 'natural' 
level for interest rates, unreflected 
in week-to-week, month-to-month, 
or even year-to-year market fluc-
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tuations .  These countries argue 
that stable and fixed export credit 
rates reflect this underlying 'prop­
er' level of interest rates ."  

Adding that  the V . S .  "d i s­
agrees with and disbelieves" such 
assumptions, Cornell announced 
that the administration will "target 
Exim b a n k ' s  resources against  
those countries" which maintain a 
commitment to export credit sub­
sidies . Draper announced a shift in 
Eximbank financing away from 
the traditional financing patterns 
which have benefited V .S .  indus­
trial exports and toward criteria 
based solely on the need to combat 
other countries' export subsidies 
practices . 

Heinz expressed no disagree­
ment with the administration's un­
derlying approach , but felt  that 
administration rejection of his $ 1  
billion credit line represented "uni­
lateral disarmament" in negotia­
tions with our trading partners. 

Stockman defends 
waterway user fees 
Testifying before the Senate Envi­
ronment and Public Works Water 
Resources Subcommittee on July 
1 4 ,  Offi ce o f  M anagment  and  
Budget Director David Stockman 
defended the administration' s pro­
posal to collect "user fees" on fed­
erally constructed and maintained 
inland waterways and ports . Re­
versing a 200-year-old policy of the 
appropriateness and necessity of a 
national role in internal improve­
ments development, Stockman de­
clared, "When the federal govern­
ment renders a service directly to 

economic enterprises at less than 
cost, the service amounts to a sub­
sidy. Subsidies not only increase 
the size of the federal budget, but 
almost inevitably distort the work­
ings of our free market economy. 
Such distortions decrease eco­
nomic efficiency." 

Amidst the budget-balancing 
frenzy of Capitol Hill ,  subcommit­
tee members did not chal lenge 
Stockman's allegations as they ac­
cepted as necessary cutbacks in 
federal expenditures . Nor did any­
one raise Stockman's historical an­
tipathy to internal improvements, 
not for fiscal reasons, but because 
he is an advocate of the "postin­
dustrial society," and believes that 
internal improvements breed eco­
nomic development and popula­
tion; hence, they should be cur­
tailed. This was evident in his tes­
timony: "I believe that not requir­
ing users to bear the ful l  cost of the 
activities encourages overdevelop­
ment of high-cost ports because 
dredging becomes a free good." 

Several senators did take issue 
with Stockman's proposals from a 
more chauvinistic standpoint . Sen . 
Max Baucus (D-Mont . )  pointed 
out that the institution of user 
charges could price inland naviga­
tion out of reach for Montana 
grain shippers and force them, as 
"captive shippers, '" into the hands 
of  Burlington Northern Railroad, 
which would then charge monop­
oly rates . Stockman shrugged this 
off as an inevitable result of reduc­
ing existing "distortions" in the 
market. Observes noted that the 
railroads and environmentalists 
have long been implacable foes of 
inland waterway development. 
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Koch's New York is 
'model,'  says NORML 
George Furnham, official spokesman for 
the National Organization for the Re­
form of M arij uana Laws (NORML),  
told a reporter July 22 that Mayor Ed­
ward Koch "has turned New York into a 
model of drug decrim [decriminaliza­
tion) . "  "Koch was instrumental in get­
ting the state legislature to endorse mari­
j uana decriminalization when he was still 
a congressm a n , "  F u r n h a m  added . 
"Koch has told the police to make arrests 
of people carrying marij uana for person­
al use their lowest priority ."  

According to Keith Stroup, former 
executive director of NORML, Koch 
was also instrumental in setting up the 
Shaeffer Commission on drugs, a nation­
al "blue-ribbon" panel, established dur­
ing the Nixon administration,  which 
called for national marij uana decrimin­
alization . Stroup commented that, al­
though Nixon rejected its proposal, "the 
panel's findings were absolutely indis­
pensable to NORML at the statewide 
level. It shot down all the scientific and 
medical evidence against marij uana use. 
Without it, we wouldn't have gotten any­
where." 

"Without Koch's work in establish­
ing the Shaeffer Commission, we proba­
bly still wouldn't  have any marij uana 
decrim laws ."  

Committee hearing 
looks at laser warfare 
Presidential Science Adviser-designate 
George Keyworth told the Senate Com­
merce, Science and Transportation Com­
mittee July 19 that the "existing Defense 
Department program doesn't have ade­
quate balance" and is too heavily con­
centrated on systems analysis at the ex­
pense of basic research in such areas as 
laser technologies. 

Appearing at his confirmation hear­
ings, Keyworth stressed the need to de-
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velop an electron-beam or laser antibal­
listic missile capability, in response to 
questions from Sen . Howell Heflin (0-
Ala.),  a vigorous advocate oflaser R&D, 
who stated that the science advisory po­
sition "could be the most key govern­
ment position in the Western world out­
side the actual titular heads of govern­
ment ." 

Senator Harrison Schmitt of New 
Mexico, who chairs the Senate Science 
and Space Subcommittee, queried Key­
worth's future relationship with Office of 
Management and Budget Director Dav­
id Stockman,  whom Schmitt termed 
someone that could "nickel and dime" 
science to death, urging that the science 
adviser and not the OMB originate sci­
ence policy and policy statements in the 
administration.  

Keyworth, ironically a product of 
U.S.  research laboratories, has main­
tained his dangerous insistence that mag­
netic nuclear fusion energy development 
is not yet ready for its engineering phase, 
despite congressional findings and legis­
lation to the contrary. Keyworth claimed 
that fusion will not be a workable energy 
source until well into the 2 1 st century . 

NDPC launches campaign 
to defend the Constitution 
Warren Hamerman, chairman of the N a­
tional Democratic Policy Committee, 
announced that his group has launched a 
nationwide mobilization against of what 
he termed the "clear and present danger" 
to the Constitution coming from Averell 
Harriman's  wing of the Democratic Par­
ty. In a pres� release July 21 Hamerman 
declared that "the objectives of this [Har­
riman] operation are to restructure both 
the Democratic and Republican parties 
. . .  and under economic crisis condi­
tions, to overthrow the American Consti­
tution by reordering America into a par­
liamentary-style government."  

The organizations involved in this 
end of democracy project include: 

Democrats for the 80s, a political ac­
tion Committee which is chaired by Pa­
mela Harriman and whose members in-

clude Averell Harriman, Robert Strauss, 
Edmund M uskie, Stuart Eizenstat, Tip 
O'Neill, Robert Byrd, Bill Clinton, and 
Harry McPherson, former head of the 
New York Council on Foreign Rela­
tions . 

The Committee on Party Renewal, 
which was set up to turn the two major 
parties into tightly centralized organiza­
tions. I ts chairmen have included Min­
neapolis M ayor Don Fraser, a close as­
sociate of Socialist International head 
Willy Brandt. 

Committee on the Constitutional 
System, which was set up to review the 
possibilities for transforming the United 
States into a parliamentary system . Its 
members include former Treasury Secre­
t il r y  D o ug l a s  D i l l o n ,  fo rmer W h i te 
House Counselor Lioyd Cutler, Prof. 
James MacGregor Burns, and Rep . Hen­
ry Reuss (D-Wisc.) .  Reuss has already 
introduced a number of constitutional 
amendments to create a parliamentary 
system. 

The Democratic Conference, headed 
by M ayor Fraser, and backed by DNC 
Chairman Charles Manatt. 

U.S. riot potential 
tested in New York 
A planned riot broke out in mid-Man­
hattan on July 21 when a gang of 300 
associated with the " Blacks for Econom­
ic Survival" (BES) attacked a construc­
tion site, under cover of protesting "rac­
ist hiring practices ."  Two policemen 
were stabbed by demonstrators during 
the fracas. BES is closely affiliated with 
Harlem Fight Back, headed by former 
member of the radical Progressive Labor 
Party Jim Houghton.  

The New York incident is only one 
outbreak in a potential scenario devel­
oped by "conservatives" of the American 
Enterprise Institute (AEI) and liberals 
such as Bertram Gross, author of the 
book Friendly Fascism, whose aim is to 
facilitate establishment of ghetto "enter­
prise zones ."  Gross told a reporter that 
riots would "help to clear people out of 
areas that might become valuable in the 
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future." 
A EI is working to create a national 

network of ghetto "security companies" 
comprised of youth gangs like the Crazy 
Homicides and the Savage Skulls, which 
will act as "anticrime" vigilantes. Al­
ready participating in this project are the 
Guardian. Angels,  which are now ex­
panding from New York to maj or cities; 
the House of Umoj a  o f  Philadelphia; and 
Ramsey Clark's  Inner City Roundtable 
for Youth . The mastermind of the AEI 
project is  Jesuit M ichael Novak, now a 
consultant to the State Department. 

Union Leader covers 
LaRouche declaration 
The widely read conservative daily 
Manchester Union Leader, of Manches­
ter, New Hampshire prominently cov­
ered the " Princeton Declaratio n "  o f  
L y n d o n  H .  L a R o uche J u ly 1 9 .  L a ­
Rouche, chairman of the advisory board 
of the National Democratic Policy Com­
mittee, declared on July 12 in Princeton, 
Wisconsin that he was available to run 
for the 1 9 84 Democratic presidential  
nomination.  

I n  an article titled "The Lyndon 
LaRouche Campaign Returns," Freder­
ick Waterman wrote that La Rouche's  
reason for announcing his  availability at  
this time was that "the Reagan adminis­
tration has 'capitulated to the evil forces 
behind Secretary of State Alexander 
H aig and Federal  Reserve Chairman 
Paul Volcker. '  . . .  He said his action was 
necessary to mobilize moderate Demo­
crats into a force able to pry the Reagan 
administration free o f  its present capitu­
lation to the rewarmed policies o f  Presi­
den t  H e r bert  H o o v e r  a n d  [ H o o v e r  
Treasury Secretary] Andrew Mellon i n  
1 929. ' . . .  He said h i s  announcement was 
not the result of personal ambition,  but 
rather because he sees the nation as being 
in 'the gravest danger in more than a 
century . "  

The paper n otes that  " La R o uche 
forecast a depression or a ' Hoover col­
lapse' within six months, most likely in 
October . He lamented that the ' British-
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'
di rected overthrow' o f  France's former 
president,  Va lery Giscard d ' Estaing,  
eliminated one o f  the few countries ca­
pable of  preventing a new depression ."  

Philadelphia voters 
defeat the media 
Democratic State Senator Joseph Smith 
has won the congressional seat for Phil­
adelphia's Third District, in a stunriing 
electoral upset of city Democratic Chair­
man David B. Glancey . The Smith vic­
tory is being studied closely for . its na­
tional implications.  

David Glancey , a young liberal,  had 
the support  o f  n o t  only Phi ladelphia 
M ayor Wil l iam J .  G reen, but former 
Vice-President W alter M o ndale,  a n d  
M assachusetts S e n .  Edward Kennedy, 
both of whom made personal appear­
ances i n  Philadelphia to campaign for 
him.  

Grancey con ducted a strong media 
campaign, outspending Smith 4 to 1 -$9 
for each of  his 25,000 vo�es. 

Smith, a moderate Democrat with a 
prolabor voting record and the endorse­
ment of almost every trade union, con­
d ucted a "constituency campaign , "  
going ward-by-ward addressing club­
houses full o f  voters and rallying his 
people on the streets .  

He bought no television time at all ,  
and few radio advertisements. One vet­
eran political observer notes: "This is the 
fi rst defeat of a media campaign that I 
can recal l ."  

Smith said that he was  a Democrat 
and would vote with H o use Democrats . 
The black vote, normally expected to go 
for a l iberal like Glancey, was neutralized 
by Smith endorsements from three prom­
inent black trade-union executives .  

The seat had been vacated by Ray­
m o n d  Lederer, victim of an Abscam 
frame up designed to further cripple the 
political machine that appears to have 
come back together to elect Smith . 

On the streets of the city, there was 
joy, with car-horns hon king at I :00 in the 
morning, and people shouting: "We did 
it. " 

Briefly 
• T H E  F E D E R A L  A d v i s o r y 
Committee on Reactor Safeguards 
has repo rted to the N RC that 
Three Mile Is land's  undamaged 
Unit  I n uclear reactor could be 
restarted "without un due risk to 
the safety of the public . "  The re­
actor has been shut down since the 
M arch 1 979 incident at Unit II.  

• CHRIS BUCKLEY, Bill ' s son, 
h a s  become a speech writer fo r 
George Bush.  A former Esquire 
editor, the younger Buckley pro­
moted Alexander H aig' s presiden­
tial candidacy. Asked why he had 
given up his Esquire job, Buckley 
replied, "No other administration 
will ever be crazy enough to offer 
me a job ."  

• DENIS HAYES, the  guru of  
solar energy, has  been fired as di­
rector of the Solar  Energy Re­
search Institute in Golden, Colo­
rado . Now that the Reagan ad­
ministration has cut back on the 
solar research budget, Hayes will  
have to look for another place in 
the sun . 

• THE GAMSCAM DOSSIER is 
the title of a new document by the 
N ational Democratic Policy Com­
mittee. It  is subtitled "The Trila­
teral  C o m m iss ion ' s  Organized 
Crime War on Constituency Lead­
ers ." G amscam is the Washington 
State counterpart o f  Abscam . 

• WILLIAM PRESSER, n ation­
al  o fficial  of the I ntern ational  
Brotherhood o f  Teamsters, died 
July 1 8  at his home in Lyndhurst, 
Ohio, of a heart attack.  Mr. Press­
er, who was 74, had been a local 
Teamster leader since the 1 930s, 
and was elected president of the 
Ohio Conference of Teamsters in 
1 952 .  He held that post until his 
death and was also a leader o f  the 
Team sters Joint  C o uncil  4 1  in 
Cleveland. I n  1 976, he was over­
whel mingly re-elected as interna­
tional vice-president o f  the IBT 
and as a member of the union's 
executive board. His  son Jackie is 
currently an i nternational I B T  
vice-president.  
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Energy Insider by William Engdahl 

A not-so-strange dispute 

InterixJr Secretary Watt finds a knife being aimed at his oil 
leasing schedule from a sector of industry. 

Again that chronicle purporting 
to represent the business commu­
nity, the Wall Street Journal. has 
been caught with egg on its face. 
The, issue this time revolves around 
a July 6 article which gleefully her­
alded that "Offshore Energy Leas­
ing Plan Is Trimmed As Interior's 
Watt Retreats Amid Criticism ." 

It seems that an unholy, if not 
unfamiliar alliance has emerged be­
tween certain major integrated oil 
companies, particularly Exxon and 
Atlantic Richfield, and certain de­
votees of the so-called environmen­
talism . At issue is the laudable pub­
lic commitment of the Reagan ad­
ministration to dramatically accel­
erate the schedule of Outer Conti­
nental Shelf (OCS) oil and gas lease 
sales over the five-year period from 
the pathetic 1 5  million acres a year 
proposed by Watt's environmental­
ist predecessor from the Carter 
days, Cecil Andrus . 

Secretary Watt called a press 
conference last week to definitively 
restate his earlier proposal to offer 
for lease each of the 1 8  Planning 
Areas in the OCS as an entire bloc. 
Carter-era lease sales had chopped 
tracts into tiny patchwork blocs 
that discouraged the kind of wide­
ranging exploration most knowl­
edgeable geologists believe is re­
quired to map and tap the potential 
giant offshore oil fields . 

James Watt's announcement 
was greeted by a procession of rep­
resentatives from Exxon, Areo , 
Gulf, and Pennzoil ,  urging him to 
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act a little more like Carter ! A 
spokesman for Gulf in Pittsburgh 
expostulated that Carter' s "five­
year oil and gas leasing schedule as 
issued in June 1 980 provides a suffi­
ciency of exploration opportuni­
ties" through 1984 .  To which Arco , 
whose chairman Robert O. Ander­
son personally bankrolls the anti­
growth Aspen Institute, echoed its 
claim.  The Watt timetable, Arco 
said, "would upset the capital 
equipment and manpower plan­
ning efforts of many firms, includ­
ing our own ." To which one Interi­
or Department spokesman replied, 
"I am surprised. They have been 
saying for a long time that they 
want more acreage available to 
them ." 

I for one am not surprised . As I 
have said, the major 20 or so mul­
tinational integrated oil companies 
have increasingly become adjuncts 
of David Rockefeller' s Chase Man­
hattan Bank or similar institutions, 
and rarely give a hoot about energy 
production, much less a tinker' s 
damn about the welfare of the na­
tion.  That's not to say we don't 
need the manpower and technolog­
ical resources of companies such as 
Exxon or Gulf. It is to say that their 
priorities have been systematically 
corrupted almost beyond recogni­
tion .  

This  opposition to Watt's leas­
ing program was the subject of re­
cent remarks by the highly respect­
ed independent petroleum geolo­
gist Michel T. Halbouty. Halbouty, 

former president of the American 
Association of Petroleum Geolo­
gists, chaired Reagan's Energy 
Task Force and Transition Team 
several months ago . In a speech 
before the annual meeting of the 
International Oil Scouts Associa­
tion in Houston at the end of June 
Halbouty pointed to the decades of 
"snail's-pace" OCS leasing, the fact 
that of a total of 1 . 8 million square 
miles of federal offshore lands, only 
1 . 5 percent has been ever leased ! 
Even so, he added, we have been 
able to add over 5 billion barrels of 
oi l  and 45 trillion cubic feet of natu­
ral gas to U .S .  energy reserves. 

"Therefore," he emphasized 
"what is most difficult for me to 
understand is the blatant hypocrisy 
of a segment of our petroleum in­
dustry. I am referring to those ma­
jor oil companies that are objecting 
to the proposed increase in lease 
sales. . . .  No wonder there are 
those who say we have the worst 
public image of all industries." 
Halbouty then proclaimed that it  
was "too bad the real independents 
are not large enough, nor have the 
full resources, to drill offshore. We 
would welcome the increased lease 
sales; and we would find more oil 
and gas than the majors ." 

Halbouty' s sharp remarks were 
underscored by a flurry of state­
ments over the past days from the 
drilling industry. The International 
Association of Drilling Contrac­
tors passed a resolution in support 
of Watt's accelerated leasing . The 
National Ocean Industries Associ­
ation, whose member companies 
supply equipment for offshore 
dri l ling, expressed complete indus­
try readiness for the accelerated 
program. 

It wil l  be very interesting to see 
the evolution of this battle. 
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