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From the Editor 

We present this week two indispensable pieces of intelligence on 
South Asia. First is Asia Editor Daniel Sneider's exclusive interview 
with Mrs. Indira Gandhi in New Delhi, which relays the thinking of 
the Indian prime minister about India's economic present and future, 
and the state of North-South relations. Second is the expose assembled 
by Uma Zykofsky and Marilyn James implicating Pakistani military 
ruler Ziaul Haq and his regime in the heroin traffic now flooding 
Europe and the United States. 

India is the largest democracy in the world; a bolster against the 
expansion of Chinese communism; and a repository of scientific and 
technological development for the Third World and, indeed, the 
advanced sector-possessing the third largest total of scientific man­
power in the world. Pakistan is a bloody fundamentalist dictatorship 
suppressing its intellectuals and promoting the "Islamic bomb." Yet 
U.S. Secretary of State Alexander Haig-in the tradition of Henry 
Kissinger, who murdered Pakistan's repUblican leader Z. A. Bhutto 
and imposed Zia on the nation-is promoting billions of dollars 
worth of aid to Zia's regime, while attempting to undercut India's· 
nuclear-energy and economic development, and building up Peking's 
military capacity. 

A very strange idea of U.S. self-interest; but at the same time, as 
David Goldman outlines in our Economics section, Donald Regan's 
Treasury Department is making every effort to butcher the potential 
markets in the Third World and the political stability of any leader 
who does not accede to the Global 2000 Report/Brandt Commission 
program of enforced backwardness, resource looting, and depopula­
tion. 

This policy track is not confined to the so-called Third World. Our 
Special Report by correspondent Umberto Pascali documents not 
only the intimate ties to terrorism and drugs maintained by the Italian 
Socialist Party and its leader, Bettino Craxi, but the extent to which 
the State Department is promoting Craxi as the next prime minister­
just as Winston Churchill, U.S. social democrats like John Dewey, 
and the Jesuit-controlled elements in the U.S. Catholic Church sup­
ported Mussolini during and after his march to power. 

The fact that the victim will be the economic and moral strength of 
a NATO ally has presumably escaped the attention of Congress and 
the White House. 
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Regans'r.nodestprop�' 
for the Third World 
by David Goldman, Economics Editor 

Treasury Secretary Donald Regan's  Sept. 23 press con­
ference in advance of this week's  Internat ional Monetary 
Fund annual  meeting in Washington would be cal led i n  
military terms a flight forward, that i s ,  a recogn i tion that 
existing options have failed in the form of a suicidal 
lunge at the opposit ion .  Nothing less is threatened by the 
administration's outburst than a 1 0  percent reduction of 
world trade over the next quarter or two . 

Regan announced that "there is a lready too much 
liquidity s loshing around in the international  markets ," 
and too much lent to the developing countries i n  partic­
ular , and that his  "answer is 'No ! '  " to the proposit ion of 
providing more funds to the International Monetary 
Fund itself. I n  particular, Regan announced that the 
United States would oppose the recent ly negotiated $5 .8  
bil lion loan proposal for India as "extravagant ," and 
attempt to force middle-income countries out of  Inter­
national Monetary Fund and World Bank lendi ng pro­
grams altogether . 

And, in response to a question from EIR correspond­
ent Stanley Ezrol ,  the Treasury secretary said that the 
United States supported making reduction of population 
growth a condition for obtaining funds from the IMF, a 
policy outlined two months ago by IMF Managing 
Director Jacques de Larosiere. Although American offi­
cials have expressed such support in private, Regan's  
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affirmative answer Sept . 23  is the first such on-record 
admission from the administration's chief economic pol­
icy spokesman, and a bombshell for the end-October 
World Development Summit meeting at the Mexican 
resort of Cancurf. 

Population club 
In effect, Regan has announced a Swiftian proposal 

by which the developing nations would cover their 
estimated $96 bil l ion current account payments deficit 
for 1 981 by el iminating large sections of their popula­
tions .  Finally, the "link between monetary and popula­
tion policy" described in an interview this publication 
released from former Treasury Secretary Hen ry Fowler 
is on the official agenda. For the rest of us, as well as 
for the developing sector, the results could be horrify­
ing . The declaration is not surpris ing coming from Mr. 
Regan, whose main activity as an officer of the Charles 
A. M erri ll Fouridation for the past twenty years consist­
ed of funding population contro l programs, but it j ars 
with the obj ectives President Reagan stated upon taking 
office . 

The monetary aspects of the problem were treated 
exhaust ively in this publ ication 's  Aug . II, 1 981 cover 
story, "From Dollar Crisis to Economic Collapse," 
which examined the g lobal flow of funds and concluded 
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that the $96 bi l l ion deficit-financing requirement of  the 
developing countries is unsustainable.  M ost of this 
represents debt service; on balance no more than $30 
billion this year consists of  merchandise trade deficits, 
including oil im ports. Every 1 percent rise in dol lar 
interest rates has added roughly $3 b i l l ion to the annual  
debt-service charges of the Third World;  as Morgan 
Guaranty Trust points out, a 1 percent rise in interest 
costs is mOTe deleterious to Third World country bal­
ance sheets than an identical rise in the oi l  price . 

Even the $96 bi l l ion figure adm itted by the Interna­
tional Monetary Fund ignores perhaps $30 bi l l ion in 
interest charges on these countries' short-term debt. I n  
all, the impact of the "Volcker shock" t o  the interna­
tional markets has forced a 35  percent p .a .  rate of 
increase in total Third World indebtedness, about the 
same as the rate of increase of corporate indebtedness 
in the United States. The difference is that loans to U .S .  
corporations represent viable credits relative to  high­
interest debt-refinancing loans to the Third World, 
which have no hope of repayment.  

Even to make such loans, the commercial �anks are 
forced to create fictitious "book money" on the Euro­
dollar market, whose absence of reserve requirements 
permits banks to multiply a given deposit base into a 
lim itless amount of book loans. Part icularly since the 
Arabs shifted perhaps $60 bi l l ion of funds from U .S .  
banks abroad to  their own and  to  European and 
Japanese banks fol lowing the November 1 979 I ran 
assets freeze, American banks have had to st retch 
themselves thin on the interbank lending market to raise 
funds necessary to make such loans.  

So, as Treasury officials reported in interviews , the 
banks and Treasury got together to demand that the 
developing countries take the di fference out of their 
imports . 

What this means is evident from statistical material 
summarized in the International Monetary Fund's  Ju ly 
1 9  "World Economic Out look for 1 98 1 ." Less than one­
quarter, or $24 . 1 b i l l ion,  of the non-oi l  developing 
countries' current account payments deficit this year 
will appear on the account of merchandise trade; the 
rest is shipping, insurance, and ,  above a l l ,  debt service. 
For example, Latin America-the major  target of  the 
proposed lending cutoff-has a current account deficit 
for this year of $39.9 bi l l ion,  the I M F  estimates, but a 
trade deficit of only $9.2 bi l l ion .  

From the standpoint of the industrial nations' trad­
ing interest,  the relatively small trade deficit of  the 
developing countries represents the resu lts of seven 
years of import austerity due to high oil prices . As a 
percentage of total import costs to the Third World, 
fuels have risen from 9 percent in 1 960 to 20 percent in 
1 969 . In the case of Brazi l ,  the single largest developing­
country borrower and the victim par excel lence of the 
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new Treasury policy, fuels account for 33 percent of  
imports. 

There is l ittle fat to cut from these countries' im­
ports , even if  al l  "luxury goods" (automobiles, consum­
er durables, and so forth) were el iminated. To cut any 
signi ficant amount from the current account deficit, 
e .g . ,  the 20 percent in real terms over the next year the 
Treasury is talking about, would mean the political 
dissolution of most Third World governments, and a 
sharp reduction of living standards in countries where 
much of the population now l ives at the survival l eve l .  
Whether or not  the IMF put in place birth-control 
programs as a condition for lending, it would accom­
plish the reduction of popu lation through the Apoca­
lyptic Ho rsemen.  

Since Brazi l ,  Argentina,  and other maj or debtors 
depend on a growing export volume to meet their debt 
service obligations,  the shock to their economies would 
result in massive defaults within a year of this policy's 
introduction,  even i f  al l  the import adj ustments were to 
be made according to the bankers' speci fications.  

Superficially, the banks wou ld appear to have the 
upper hlind: After a l l ,  where would Brazi l ,  Argentina, 
and Mexico go for credits if they fai led to accept the 
conditions? The reality is different :  The banks are acting 
out of thei r own desperate, underlying weakness. 

The major  international source of l iquidity ,  the 
OPEC nations and Saudi Arabia in particular, have no 
interest in this program . The two largest exporting 
nations, Germany and Japan (who together account for 
almost 30 percent of world exports) have no interest in 
it .  Neither, for that matter, does the Soviet Union. The 
major  developing country importers, e .g . ,  Brazi l ,  Mexi­
co , Argentina, India, Indonesia, the Philippines, and 
Nigeria,  have some interesting negotiating partners. 

Technically, all the above list of  nations need do is 
monetize thei r gold reserves and issue long-term, low­
interest gold-backed credits to maintain and enhance 
their export flows . Jerry-rigged pol itical arrangements 
are already at work to this effect; for example, Japan's 
$20 b i l l ion increase in exports this year has a great deal 
to do with the placement of Arab deposits in foreign 
branches of Japanese banks,  whose external assets grew 
from $60 bi l l ion 1 8  months ago to $ 1  \0 bi l l ion at the 
end of  the first quarter of  1 98 1 .  

Unless the rest of the world is prepared to tolerate 
the steepest drop in international trade since the Second 
World War, comparable to the worst trading years of 
the early 1 930s, we will see arrangements of this kind 
pro liferate around the boundaries o f  America's declin­
ing influence in world economic matters. Moreover, 
these decisions wil l  be made rapidly:  $40 bi l l ion of the 
Third World deficit is st ill to be financed in the last 
quarter of  this year, and the crisis of decision wil l  
emerge within weeks .  
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Treasury: 'take away 
the credit punchbowl' 

From an interview with Charles Da//ara, executive assis­
tant to Marc Leland, assistant secretary of the Treasury 
for international affairs, provided to EIR by banking 
sources. 

Q: Doesn't Treasury Secretary Regan's  call for a cut in 
world liquidity tend to destabi lize current delicate LDC 
debt negotiations, and might it not endanger U .S .  bank 
creditors? 
A: Certainly not.  But the banks approve of what we say. 

Q: But commercial bankers from David Rockefeller to 
Walter Wriston have warned all year that the private 
banks can no longer continue huge international lending, 
and have asked more ,  not less, government lending. 
A: True, but not at all inconsistent with what we're 
saying. Your mistake is to assume that there is a fixed 
financial Third World requirement for credit .  The fact is, 
they are going to have to bring down their demands for 
net credit .  The secretary has discussed this with the 
banks, and he is saying, in concert with .the, banks, that 
what is needed overall is for the Third World to reduce 
its borrowing requirements . I f  we get an overa ll  such 
reduction , the percentage of government finance, such as 
the I M F  loans, may even increase in tota l ,  relative to 
private finance-but the amount wil l  fal l .  

The banks understand this .  The¥ much prefer this, 
because they believe there is a worldwide problem of too 
m uch deficit spending . The U .S .  and European govern­
ments are running up big deficits, and the Third World is 
running up too big a deficit. The deficits must be reduced 
to stabil ize the system . So the Third World wil l  have to 
make adjustments . They wil l  have to import less . They 
will have to spend less . 

We're using the muscle of  the U . S .  government to do 
what the banks would like to see anyway. 

Q: I can't believe that you can succeed politica l ly with 
the LDC governments. How can they reduce their world 
borrowing; they' l l  have riots in the streets .  
A: We bel ieve it can be done, because it must be done, 
and contrary to what you say, we already see a lot of  
cooperation from LDCs at the I M F. India wil l  have to 
be more cooperative. 

Q: You mean you can reduce the $90 bil l ion LDC 
borrowing figure for 1 98 1  in abso lute terms? 
A: We think so. 
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Q: M any countries have not even borrowed most of  
their 1 9 8 1  needs yet, they' re waiting for interest rates to 
fal l .  
A: That's true enough . 

Q: I 've heard estimates that out of $90 bil l ion, maybe 
$40 bil l ion stil l  remains to be borrowed in the fourth 
quarter a lone-how can that sort of bunching up pos­
sibly be cut? 
A: Turn that on  i ts head . That's our leverage-now 
they're stuck trying to borrow al l  that at once. So turn it 
on its head-because they simply can't borrow all that at 
once. We're using this situation, we're using it to say that 
they will j ust have to borrow less , they' l l  have to cut that 
request by $ 1 0  or $20 bil l ion, or whatever. 

From an interview with Marshall Case, executive assis­
tant to Meyer Rash ish , undersecretary of state for e con om­
ic affairs, provided to EIR by ajournalist. 

Q: Isn't Reagan going to cause problems for the banks? 
A: We're j ust doing what the Fed did here at home: 
we're taking the punch bowl away before the party gets 
too merry. We're helping the banks to impose discipline. 
We're creating a situation where the banks can't lend­
and they don't want to . 

Our view first of  a l l  is that oi l  consumption, and so 
oi l  import bi l ls ,  are going to be a lot smaller. The OPEC 
surplus is going to fall to $50 billion or under next year 
[from over $80 bill ion this year-ed. ] .  We're going to 
create a situation where we force countries simply not to 
undertake the debt. We already have test cases, l ike 
Turkey , where these countries are starting to cut their 
imports. 

Our aim , for next year, is to actual ly reduce that LDC 
current-account deficit in absolute terms for the first time 
in history . We don't care if it falls [from $90 bill ion] to 
only $80 bi l l ion,  the point i s  to break the pattern . 

Q: And you hope to do this by import cuts? 
A: Right . They' l l  have to undergo domestic adj ustment .  

Q: But I can't  believe you can get those kinds of  cuts out 
of Costa Rica, Bolivia, or whatever . 
A: Right, nor o ut of Poland.  Those are the basket cases, 
and they just serve us in thei r debt-rescheduling negotia­
tions, as useful examples for others .  The big dol lars will 
have to be taken out of  the big spenders-Brazil ,  Argen­
tina, M exico . 

Q: What about that big loan the I M F  gave India? 
A: That's another good example.  The I M F  staff recom­
mended it, but the U .S .  hasn 't had a chance to take it 
apart yet. We j ust can't have those levels of  borrowing 
and spending going on . 
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Chile model ahead for 
Social Security? 
by Leif Johnson 

When Congress reconvened Sept . 9 , the Senate Finance 
Comm ittee sat looking at a welter of Socia l  Security cuts 
and borrowing schemes amid a s i l ly debate between the 
short-term "patch i t  up" advocates and the ho lders ofthe 
"long view" who are trying to j angle the publ ic with the 
doom of  the eQti re Social  Security System some time 
after the year 2020. 

Two sign ificant cuts have already been made . In the 
Aug. 1 3  budget b i l l ,  Social Security benefits to students 
whose parents are deceased and the minimum $ 1 22 a 
monthly benefit were e l iminated . Beyond these speci fic  
actions-whose results can on ly be  less schoo l ing and 
more wel fare cases-chaos reigns .  

Health and Human Services Secretary Richard 
Schweiker's M ay 12 package of draconian cuts is sti l l  the 
Reagan admin istration 's  officia l  program.  Ho use Ways 
and Means Social Security Subcommittee Chairman 
Jake Pickle (0-Tex .) ,  advised by the American Enterprise 
I nstitute fi nancial o l igarchs , has offered a detai led cure 
for short- and long-term problems that means cuts now 
and more cuts in the future. Sen . Patrick M oynihan (O­
N .  Y .), an advocate of depopulation ,  is pretending to 
defend the elderly.  House Majority Leader Dan Rosten­
kowski (D- I l l . ), who seems gen uinely con fused , is wait­
ing for House Speaker Tip O'Nei l l  to pass along a 
program drafted by the Boston Brahmins  who help 
O'Neil l  t ie his shoes. 

The confus ion is quite intentiona l .  As  the press has 
been chiming for s ix months,  the publ ic is fina lly aware 
of the problem , and the taboo of  tampering with the 
hard-won system of security for our retired workforce 
has been broken . The purpose of th is  del iberate confu­
sion is therefore to soften the publ ic for the shock of the 
bottom l ine:  junk ing the Social Security System enti rely 
and rep lacing it with a "private system" run by banks  
and insurance companies .  The model i s  the  pri vate social­
security system recently implemented by the mi l itary 
dictatorship in Chi le (see box). 

In  the Apri l j  May 1 980 i ssue of  Council Review. the 
magazine of the American Counci l of Li fe I nsu rance ,  
Stanford G .  Ross, a former U.S .  Soci al Security com m is­
sioner and chai rman of the Advisory Counci l  on Social 
Security to the Carter admin istrat ion ,  ra ised the i ssue of 
"privatizing" Social Security :  

" I  would l ike to  see re form take  pl ace in the ent ire 
context of income security fo r th is country .  We should 
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look at a l l  the myriad government programs dea l ing 
with i ncome security . We should compare what we are 
doing through the government with what we are foster­
ing in the pri vate sector through private p lans and indi­
vidual savings ." 

Ross advocated a double-decker system i n  which the 
employee would make payments both to the government 
system for a minimum benefit and also to a private sys­
tem for supplemental i ncome. "We need to put tighter 
boundaries aro und the federal program so the indivi­
dual is encouraged to exercise personal responsibi l ity for 
financial management of his  or her affairs," Ross wrote. 
In  other words, hand the contributions over to the insur­
ance companies and banks and reduce the government 
system to a min imum .  Like the private pension system,  
th is  would give the private companies a pool of  several 
hundred b i l l ion do l lars .  This i s  called stimu lating person-
al savings. 

. 

'Junk Social Security' 
This proposal was made more explicit by Peter 

Ferrara of the e l i te New York City corporate l aw firm 
Cravath, Swaine and M oore .  In  a study he wrote for the 
Cat() I nstitute, a think tank for the Aquarian Age 
Libertarian Party, he proposed that all workers under 
40 place their social security in private plans while 
workers between 40 and 65 would pay into both private 
and government funds .  Since the government plan 
could not meet payments, it would then take money 
from general tax revenues . Ferrara does not say so, but 
under this k ind of  "reform" workers would be payi ng 
twice, once to the private plan and once aga in through 
federal - taxes . 

I n responding to one of  the typical confusion stories, 
this one appearing in  a Wall Street Journal editorial ,  
David Boaz of  the  Cato I n stitute praised the Journal for 
the confus ion:  " I n  your Apri l  3 editorial about Social 
Security you correctly  pointed out that more and more 
working people are beginn ing to chafe at the system's  
rising taxes and to  real ize that the  system

· 
i s  in grave 

fi nancial trouble . . . .  The Social Security i s  near bank­
ruptcy . Its own trustees warn that it wi l l  run out of  
money in  1 982 or 1 98 3 . "  

The Journal, David Boaz, a n d  other doomsayers are 
wi l l ful ly mistaken . Even under the worst-case assump­
tions of h igh unemployment and high inflation ,  the 
fund comes only a few percent short of matching 
income with payments .  For example, the Social Security 
trustees projected that in  1 98 1 ,  assum ing an 8 . 3-percent 
unemployment rate and a l 2 . 8-percent i n flation rate, 
the Social Security fund wi l l  rece ive $ 1 40 b i l l ion  and 
wi l l  pay out $ 1 45 b i l l ion ,  a deficit of  $5  b i l l ion in a 
govern ment budget of more than $600 b i l l ion-:-Iess 
than I percent of  the federal budget . Even by 1 985  the 
trustees , who assume 9 . 7-percent i n flation and 8 .0-per-
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cent unemployment rates in that yea r, project an income 
of $228 hi llion an d a payment of $246 billion , which by 
that t ime will represen t an even smaller percent o f  the 
federal budget . 

The "ban kruptcy" referred to by the pan ic  mongers 
is  that wi thout a sm all addi t ional fund ing t he system's 
reserve will dro p  below the 1 2  or  I 3  percent marg in ,  
curren t ly abo ut $25 bi llion ,  requ i red to main tain pay-

How the Friedmanites 
rigged Chile's system 
The Chi lean system for social security ,  which went 
into effect M ay I, 1 98 1 ,  is very s imple .  As  of  that date , 
the government no longer extends old age and health 
benefits to new labor force entrants and a l lows present 
workers to "opt out" of their  government coverage 
into private insurance programs run by Pens ion Ad­
min istration Compan ies (AFPs) set up by banks and 
insurance companies .  Of the 1 3  such companies set up 
to sol ic it  pension insurance, hal f  have m inority con­
trol by foreign companies, including Insurance Com­
pany of North America, Aetna Life I nsurance,  and 
Lazard Brothers Co . ,  Ltd . of London .  These compa­
nies sol icit workers through a massive adverti s ing 
campa ign that mis leadingly promises they wi l l  actual­
ly receive higher income from the private p lans .  

If  a worker choses a pr ivate i nsurance plan ,  he 
must pay h is  17  percent pension and hea lth tax to that 
company , which then invests the proceeds . The em­
ployee's former payments to the government system 
are given over to the private p lan at the date the 
employee chooses to retire .  

When the worker reti res-and he i s  free to choose 
the year-he will then go to his private insurer and ,  
using the accumulated savings in  his accord,  buy an 
annuity from the company. I f  the "market" accepts 
his b id  fo r an annuity ,  he wi l l  receive i t .  If not he m ust 
either reduce his terms or conti nue working unt i l  he 
can get a better an n uity or the "market" changes i n  
h i s  favor .  

There are two i mmediate consequences of  the new 
Ch i lean system . First, the government loses between 
$ 1 .5 and $2 b i l l ion in revenue annual ly  that is  given 
over to insurance compan ies and banks .  In the case of 
Chile that money will be used for specu lat ion on raw 
materials and the government debt . Second ,  s in ce 
about half  of the work force, mostly younger workers, 
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ment flow under the current bookkeeping system of  the 
Social Security system .  

The "co n fusion over what to  do w i th  Social Secu­
rity" i s  i n ten ded to cover a "pr ivate-enterpr ise" grab of 
the cash flows associ ated with the current  system . If  
there is  anything wrong with Social Secu rity, i t  i s  that 
the same people who want to grab the Social Security 
cash flows are current ly ru in ing the American economy.  

went into the private system, the government is  l eft 
with the obl igat ion of paying pens ions and heal th 
benefits to the older workers who are ret ir i ng relative­
ly soon . Without the income from the other half of  the 
work force, the government w i l l  immediately face an 
enormous cash cris is ,  which wi l l  force it to sel l treasury 
b i l ls to the pr ivate i n surance funds. As owners of  a 

great deal of govern ment debt , the private insurance 
funds wil l  then force the government to curta i l  social 
expenses, inc luding the promised socia l  security pay­
ments . In Chi le, whose eight-year-old m i li tary dicta­
torship run by General Pi nochet has murdered thou­
sands in  a n ation of I I  mi l l ion , budget cutting does 
not occasion organized resistance .  

A banker affi l i ated with Empresas BHC, Chi le' s 
second largest economic group, and a sponsor of  the 
Administradora San Cristobal AFP, c la imed,  "This 
new system has a great advantage . Some unions l ike 
the copper workers used to lobby Congress for pen­
s ion benefits . Now they can 't do th at because the 
system is private and now they wi l l  on ly get back in 
proportion to what they put in ." 

The banker was asked i f  he sees any appl ication to 
the United States .  "Defini tely I do," he said,  "you are 
now learning that government can't  afford a l l  the 
social welfare benefits that it has promised and you 
will have to turn to private enterprise .  That is what 
our economy i s  al l  about.  Of course even the idea for 
this new system came from the United States .  

" For 1 0  years the Cat61ica Univers ity i n  Santiago 
had an exchange program with the University of 
Ch icago , with the M i lton Friedman people .  Many of 
us were trained by the Chicago people, l i ke Sergio De 
Castro , the present finance m i n ister, Miguel Kast ,  the 
former plann ing  min i ster who i s  now the labor min is­
ter, and Pifiera, the former labor min i ster . These 
people are referred to as the 'Ch icago boys' and they 
were respons ible for the econom ic reforms including 
social secur ity . 

"We had these plans formu lated back i n  1 973 ,  but 
we had to get the o ld  [Al lende] government out of  the 
way i n  order to im plement them ." 
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Gold by Montresor 

A new kind of extortion 

Will debtor countries be forced into gold collateralization for 
loans, without benefit to themselves? 

Mr .  John Gutfreund,  the man­
aging partner of Salomon Brothers 
who last month became an indirect 
employee of Mr .  Harry Oppenhei­
mer of South Africa, told the Lon­
don Financial Times Sept.  6 that 
gold-col lateralized lending might 
be the wave of the future, adding 
that he hoped that the new combi­
nation of Phibro and Salomon 
Brothers would be an ideal firm to 
organize such arrangements. 

It  has not taken long to confirm 
that Mr. Gutfreund was right on 
the money. At least two countries , 
Portugal and Romania, have been 
backed to the wall by their bankers 
during the past two weeks with a 
demand that their gold reserves be 
put up as col lateral for loans . 
Whether they wil l  accede is not a 
settled question , but, i n  any event, 
the incidents show how great the 
pressure is for the mobi lization of 
monetary gold . The great danger in 
the present events is that countries 
which should preserve their mone­
tary gold for participation in a gold 
monetary system to come m ay be 
stripped of these reserves, to the 
detriment of  their trading partners 
in the future. 

Most unusual in the present sit­
uation is that the banks concerned 
have suspended already-in-place 
credit faci l ities in order to press 
home this demand, rather than 
merely delaying new credits. The 
Romania story broke on the front 
page of the London Financial Times 
Sept. 2 1 ,  although it was well 
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known in  financia l  circles that Ro­
mania had run up a $60 mil l ion 
overdraft at one major New York 
bank two weeks earlier. In  a depar­
ture from past practice, the banks 
forced Romania, whose trade defi­
cit this year will exceed $ 1 .2 bil l ion 
and which m ust pay $2 .4 bil l ion in  
debt service in  addition, to "clean 
up" its overdrafts, and proceeded 
to suspend other short-term credit 
facilities . Said one of the East Eu­
rope desk officers managing the 
New Yorkers' role in the affair, 
"We merely thought that since Ro­
mania i s  sitting on $2 bi l lion in gold 
reserves, there is no need for us to 
take additional credit r isks ."  

Not yet  in  publ ic  view i s  the 
parallel situation of Portugal, 
NATO member and prospective 
member of the European Commu­
nity ,  hardly a "Third World coun­
try ."  Mysteriously ,  short-term 
credit lines for Portuguese compa­
n ies and banks on  the Eurodollar 
market dried up in mid-September. 

A number of sophisticated 
banking sources in Western Europe 
emphasized to me that this occur­
rence had little to do with 
Portugal's well-known economic 
problems, aggravated this year by a 
drought that reduced the country's 
agricultural exports and compelled 
it to buy electricity from France . 
Portugal "is stil l  an infinitely better 
credit risk than many countries who 
are sti l l  obtaining credits on the 
markets," a German friend noted . 

In  addition,  Portugal has a dis-

proportionately large gold reserve, 
relative to the s ize of the nation's  
economy, at $9 bi l l ion .  That gQld 
accumulation dates from the open­
ing of the Brazi lian mines in the 
mid- 1 7th century and the first ma­
j or gold flows to Europe . Wisely, 
Portugal never parted with it .  In 
1 975 ,  along with Italy, Portugal ob­
tained gold-col lateralized credits 
from West Germany, all of which 
were since repaid. 
. What Portugal's bankers now 

demand is a different sort of  gold 
collateral, one which would ulti­
mately result in the pil lage of  the 
country's gold stock . M arket ru­
mors that the Portuguese have giv­
en in  to the dem and are not likely to 
be true, say bankers I have spoken 
with; Portugal has friends in West­
ern Europe who would not gladly 
see i t  subjected to such ill treatment, 
and who also view its gold stockpile 
as a useful potential addition to a 
European pool .  

These negotiations indicate not 
only how firmly the idea ofremone­
tization of gold has implanted itself 
in the minds of  the fin ancial com­
m unity, but how tortuous the road 
back to a gold standard could be. In 
the 1 9th century, as m uch as in  the 
1 6th century, control of  gold by 
private i nterests enabled them to 
dictate terms to governments . 
Merely because central banks now 
control sl ightly over half the gold 
above the earth's surface does not 
mean they would for long, i f  gold 
were brought back as a principal 
means of i nternationa l  payments: 
Foolish central banks and their 
gold wi l l  be soon parted. To the 
extent that gold i s  merely mort­
gaged to secure debts that arise 
from unsound economic circum­
stances, its remonetization wil l  do 
l itt le good to the world economy. 
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Foreign Exchange by David Goldman 

How long will the dollar rally last? . 

The dollar's way down will be tortuous, but predictable: 
here are the reasons why. 

The U .S .  dollar stood at j ust u
·
n­

der DM 2.28 in  Frankfurt at dead­
line Sept. 23, or about 2 percent 
2 .23 .  Considering how fast the dol­
lar had fal len-it stood at DM 2 . 58 
on Aug. 10 ,  one day before I 
warned of a "dollar crash"-the 
recovery is not surprising. 

However, it i s  important to un­
derstand precisely what factors are 
at work in the temporary recovery , 
which could well run up another 1 0  
pfennig o r  s o  before the dollar be­
gins to fal l  again . So-called techni­
cal factors are i rrelevant, and inter­
est-rate questions are secondary. At 
the moment, the market is not yet 
dealing with movements of petro­
dollars, and secondary influences 
are determin ing the short-term 
events. 

The dollar's fall  occurred sim­
ply because long-term investors 
had long considered it overvalued, 
and looked for alternative assets; at 
a point when the Reagan budgetary 
problems  surfaced , they took the 
opportunity to protect themselves 
against the foreign exchange risk of 
holding dollars, and the slide be­
gan. And on some of the worst days 
for the dollar, interest rates in the 
U .S .  were rising. 

The market "overshot" the D M  
rate considered appropriate by 
we1l-informed Frankfurt financial 
circles, or DM 2 .20 to the dollar. 
Most of the insti tut ions who had 
decided to limit dollar exposure had 
already done so,  and the selling 
pressure evaporated . 
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What brought the dollar back 
sharply on Sept. 22 , despite a fal l  in 
U . S .  interest rates, was the weak­
ness of  the whole European Mone­
tary System, brought on by the 
weakness of  the French franc. 

Before the French government 
announced its emergency currency 
defense package on the evening of 
Sept .  20, the French and German 
authorities had spent upwards of$2 
bilJion to prevent the collapse of  the 
French franc rate in the European 
fixed-rate al l iance. Much of the in­
tervention represented sales of DM 
to  purchase French francs on the 
part of the Bundesbank ,  i . e . ,  a sud­
den massive infusion of  German 
mark supply to the Eurocurrency 
market. 

The rise in DM supply contrib­
uted to a fal l  in Euromark interest 
rates on the markets Sept . 21 an"d 
22 ,  but it would be incorrect to say 
that the subsequent weakness of the 
mark was due to the drop in interest 
rates as

' 
such (particularly because 

the American prime rate dropped 
half a percent at the same time) . 

As I have argued before in this 
column,  the German mark's big­
gest problem was not American in­
terest rates as such, but the fact that 
under EMS rules, the West German 
central bank must create its own 
currency de novo to support other 
European currencies which are sub­
stantially weaker than the mark it­
sel f-a point made with some bitter 
irony by Bundesbank Pres ident 
Karl-Otto Poehl .  

The French and West German 
authorities are now attempting to 
negotiate on what terms the French 
franc shal l be devalued inside the 
European currency "snake." The 
French insist that the Germans re­
value at the same time, which the 
Germans have no intention of 
doing. I f  the French are, indeed , 
forced to devalue on their own, the 
D M should resume its upward 
cl imb more quickly that other­
wise . 

AlsQ important is the outcome 
of  the budget debate in the German 
Bundestag . A lthough the CDU op­
position came off weakly in  the par­
l iamentary sessions, well- informed 
German banking so�rces believe 
that Chancellor Schmidt's political 
position suffered as a result of the 
tricky compromise package of 
budget cuts he presented. Schmidt's 
abil ity to put through cuts m uch 
m ore l imited than the Bundesbank 
would like, and stil l  persuade the 
Bundesbank (whose central council 
is split on the issue) to lower interest 
rates enough to ease pressure on the 
German economy, is a swing factor 
In the situation .  

Perceptions of Schmidt's po liti­
cal problems are exaggerated in the 
United States; through each succes­
sive crisis, the German chancellor 
has learned to be a better crisis 
manager. However, in  the short 
run, Schmidt's budget problems 
may weigh on the D M rate. 

These problems could well ac­
count for a significant drop in  the 
mark during the next month or so. 
However, the myth of  the strong 
dollar evaporated during the last 
severa l weeks , and a new sell ing 
wave wilJ emerge on major signs of  
trouble in the President's economic 
program-probably before De­
cember. 
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Banking by Kathy Burdman 

Jimmy Carter returns to Washington 

Treasury Secretary Donald Regan seeks to ram through the 
entire banking program of the disgraced Democrat. 

Eight months ago I wrote in this 
space that with the Reagan admin­
istration, the American banking 
system could expect a new era of 
hope, in  which the banking deregu­
lation programs meant to turn the 
U .S .  into a British-style bank cartel 
would be swept well away from 
Washington along with the Jimmy 
Carter presidency .  

I would l ike to say now that I 
was wrong. 

Jimmy Carter's  ugly grin is 
back in Washington ,  p lanted firmly 
at the U .S .  Treasury Bui lding . 
Treasury Secretary Donald Regan 
last week announced a straight 
British banking reorganization of 
the United States which makes the 
infamous "Eizenstat Report" seem 
all-American. 

As I also related in this space 
(EIR. Feb . 3, 1 98 1 ) ,  the Carter ad­
ministration's Eizenstat Report on 
banking deregulation called for a 
severe weakening of the nation's 
protective banking regulations 
which currently prevent Citibank 
and other New York banking 
giants from going across state lines 
and buying up the rest of the na­
tion's 2 1 ,000 banks and savings and 
loans. 

The Carter report, issued in 
January, was titled " Report to the 
President: Geographical Restric­
tions on Commercial Banking in 
the U nited States," and called for 
congressional review and eventual 
"relaxation" of all  the nation's pro­
tective banking regulations .  I t  criti-
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cized ceilings o n  interest rates , the 
Glass-Steagal Act ,  which keeps 
commercial banks out of the bro­
kerage business and vice versa, and 
the McFadden Act and Douglas 
Amendment to the Bank Holding 
Company Act, which prevent a l l­
state expansion by the New York 
and California superbanks .  

Don Regan, i n  a m ajor speech 
on banking deregulation to the 
Chicago Civic Federation Sept . 1 4, 
has gone far beyond such Carter­
era n iceties as presidential reports . 
Regan i s  calling not for review but 
for aboli tion of most of the nation's 
banking regulations. As I reported 
last week,  he intends to "ram 
through" legislation to that effect 
this year . 

Regan began: "When al l  the 
basic banking laws were passed, 
Charles Lindbergh was flying the 
Spirit of St. Louis . . . .  The finan­
cial markets have changed radical­
ly . But the regulatory regimen im­
posed on those markets has 
changed little ." 

Out front, Regan is  calling 
openly for the institution in  the 
U . S .  of British "national banking," 
in  which Citibank,  David Rockefel­
ler's Chase Manhattan,  and other 
giants would be allowed to cartelize 
the banking system into a mere few 
hundred superbanks .  Regan de­
nounced thl! McFadden Act, which 
prohibits interstate banking, for 
having "balkanized our financial 
system. Such artificial geographic 

,constraints run counter to the na-

ture of  a modern financial  services 
industry ,"  he stated.  " It's clear to 
any observer that geographic re­
strictions reduce competition 
among financial institutions and 
impair the industry's efficiency." 

Regan actually sanctioned the 
fact that this will cause "undue con­
centrations of financial power," 
saying the "question is  moot" since 
giants l ike Merri l l  Lynch are mov-
ing interstate already. ! 

The second change Regan 
wants made goes hand in glove with 
his firm personal support for the 
high interest-rate policy of Federal 
Reserve Chairman Paul Adolph 
Volcker. 

Regan called for a removal of 
all  remaining usury regulations 
holding ceilings on interest rates. 
Regan predicted a continuing, in­
definite high interest-rate regime in 
the U .S . ,  and said that under those 
conditions the nation's  S&Ls must 
be ful ly deregulated, and "allowed" 
to pay 20 percent or greater interest 
rates . In order to stay alive, he 
added, the S&Ls of  course wil l  have 
to also be deregulated o ut of their 
main business, which is home­
mortgage lending, because you 
can't make 20 percent-plus on al l  
mortgages. S&Ls will make mort­
gages only for those who can afford 
them. 

Not only should the Home 
Owners Loan Act of  1 93 3  which 
created the S&Ls be removed, he 
said, but the Glass-Steagal Act of  
1 934 should

' 
be done away with . 

Glass-Steagal currently is supposed 
to keep Regan's shop, M erri l l  
Lynch, out of banking, and keep 
Citibank out of the brokerage busi­
ness while keeping both out of the 
savings and loans' mortgage busi­
ness. This is "outmoded," Regan 
said . 
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Agriculture by Susan B. Cohen 

Farm coalition fractured in Senate 

The bottom line o/ tradeo//s among legislators, and between 
the Senate and White House, is ominous. 

The Senate passed its version of a 
new four-year farm bi l l  on Sept . 1 8  
by a vote o f  49 to 32 .  The bi l l  guts 
some of the key commodity pro­
grams, at a time when farm produc­
ers are in the toughest economic 
bind since the 1 930s. 

The administration first de­
manded that the Agriculture Com­
mittee cut out all  price supports, 
then demanded deep slashes, and 
succeeded in the end in securing a 
committee bi l l  within $ 1 00 mi l lion 
of the Stockman ceiling. 

As of this writing, the House 
version of the bi l l ,  sl ightly more in 
line witl} producers' demands, has . 
not yet been scheduled for consid­
eration. Work on the farm legisla­
tion is  proceeding against a dead­
line of Sept. 30, when existing legis­
lation expires . 

Underlying the fracas over the 
farm bill is  a very basic policy dis­
pute-pitting the advocates of a re­
turn to the proven policy of parity, 
only dimly reflected in existing 
farm programs, and the advocates 
of a pure "free-market" agricul­
ture. Advocates of both views in the 
farm sector would prefer a one-year 
extension of existing legislation, so 
that this basic policy issue can be 
thrashed out during the election 
year of 1 982. It  may yet come to 
that in the House .  

Senate debate focused on sev­
eral key issues: the dairy program, 
which has been the pri mary scape­
goat for budget austerity since the 
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Reagan administration took office; 
the target price program for the 
maj or grains; and the peanut, to­
bacco, and sugar programs, critical 
elements in the compromises the 
White House made with Southern 
legislators for their votes on the 
budget package. 

Senator Roger Jepsen of Iowa 
took up the axe against the dairy 
program,  clashing b itterly with fel­
low committeeman and Republican 
Rudy Boschwitz of  M innesota . 
Boschwitz fought to defend the 
committee's original dairy provi­
sions, approved earlier by the ad­
ministration, that would have sup­
ported dairy prices at 75 to 90 per­
cent of parity depending on projec­
tions for "surplus" stocks .  

Jepsen proposed an amendment 
that guts the dairy program alto­
gether. Jepsen's  plan , which was 
voted up after two efforts at com­
promise by Boschwitz were nar­
rowly defeated, wil l  freeze the dairy 
support price·at the present level of  
$ 1 3 . 1 0, or  about 65 percent of pari­
ty, and put all authority for the 
future adj ustments in the hands of 
the secretary of agriculture with the 
stipulation that program costs are 
not to exceed $750 mil l ion. 

Elimination of  the target-price 
program, under which producers 
re,ceive government checks for the 
difference between average market 
prices and a "target price" set by 
Congress, ostensibly in line with 
production costs , was one of  the 

administration's original demands . 
However, under pressure from pro­
ducers and the imminence of finan­
cial disaster in  the farm sector ,  Sec­
retary Block abandoned that stance 
several weeks ago and shifted to an 
attempt to " lower the Treasury's 
exposure" by pushing target prices 
down as far as possible. 

With Senator Lugar's (R-Ind.) 
amendment to eliminate the pro­
gram as a foi l ,  Senator Dole (R­
Kan .) went on the offensive for the 
administration, seeking to reduce 
target-price levels for wheat to 
$4.00 from $4.20 and for corn to 
$2.70 from $2.80. Production costs 
for wheat presently stand at $4 . 1 3 , 
and that does not include land 
charges ! 

But the administration's plans 
threatened to go awry when Lugar, 
also a member of the Agriculture 
Committee, defied his own com­
mittee' s consensus and proposed an 
amendment fundamentally altering 
the peanut program . M ajority 
Leader Howard Baker proved un­
able to kill it, and for a time the 
door was wide open for sinking the 
entire bi ll . 

A compromise measure on the 
peanut program by Senator M at­
tingly (R-Ga.)  was approved only 
narrowly . But the Lugar move in 
defiance of Agriculture Committee 
chairman Jesse Helms had already 
opened the way for a similar attack 
on tobacco and sugar. 

An angry Helms threatened at 
one point to pull  the bill off the 
floor, but the administration's 
steamroller proved capable over the 
next two days of defeating attacks 
on both the sugar and tobacco pro­
grams.  At the last m inute on Sept. 
1 8, the Republicans simply shut off 
further debate on the bi l l ,  and 
moved for an immediate vote. 
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World Trade by Mark Sonnenblick 

Cost 

NEW DEALS 

$ 1 . 1  bn .  

$6 mn.  

$70 mn.  

$25-$40 
mn.  

$49mn.  

UPDATE 

$440 m n .  
more 
work 

$400 m n .  

$ 1 00 m n .  

Principals 

Nigeria from 
U . S ./Japan 

Nigeria from 
U.S .A.  

Egypt from 
Italy 

South Korea 
from Japan 

France from 
Japan / U .S .A.  

Saudia Arabia 
from U.S .A.  

Algeria/ Japan 

Zaire from 
U . K .  

Iran from Italy 

Brazil from 
U.S .A.  

Poland from 
U.S .A.  
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Project/Nature of Deal Financing 

Plant which will produce 700,000 tpy fertil izer from 
local n atural gas and imported phosphoric acid and 
potash will be bui lt in Nigeria . Consortium led by 
W.  M. Kellogg and including Jacobs and Kawasaki will 
build the plant.  First contract with this group had been 
hotly debated since signed two years ago. Foreign 
component financed by U . S .  and Japanese Exim banks 
and World Ban k .  

Nigeria bought tactical police armored cars from Fed­
eral Signal Corp . of Chicago . 

Snamprogetti will build 40,000 tpy l inear alcohol benzol 
plant for EGPC Egyptian oil company. 

The Orient's h ighest, and Seoul's first, s kyscraper will  
be built with help of Japan's Nippon Steel and 
Kanematsu-Gosho. 

Elf Aquitaine will build carbon fiber plant in  France in  
joint  venture with Japan's Toray, the world's  largest 
producer. Cari;)On fi bers l ighten mil itary aircraft, and 
some of  product will  go to U.S.A. by way of j unior 
partner, Union Carbide. 

McDermott has order for marine construction at Ar­
amco's Berri desalination plant. Contract i ncludes 
building and i nstalling offshore platforms, u ndersea 
pipeli nes and electric cables . 

Algeria has offered to buy 1 5 ,000 Hondas in exchange 
for oil deliveries instead of cash payament . Japanese 

, Nichimen trading company says A lgeria asked $40 per 
barrel price in barter deal, but wil l  have to come down . 

GKN Contractors will re-equip tin and wolfram mines, 
which have fallen apart over last few years. 

Iran signed new contract with Condotte d '  Acqua, 
owned by Italian govt . ,  for scaled-down completion of 
Bandar Abbas port,  at Strait of Hormuz, far from I raq.  
Port was 40% complete when Shah overthrown .  

Ford is offering t o  invest $400 m n .  i n  added production 
capacity for Escort model , if Brazil ian govt. agrees to 
renew generous export subsidies due to expire at end of 
1 982.  Befiex export incentives not only exempt exports 
from sales and VAT taxes for companies meeting 3 
export quotas, but allows same amount of taxes to be 
deducted from domestic market tax bi l l .  

Armand Hammer, pres. of Occidental . Petroleum, of­
fered Poland joint-venture project for sulfur  mine.  

Comment 

N igerian govt. seeks ten­
fold ferti l izer use in­
crease in agro moderni­
zation drive. 

Will make detergents 
from kerosene. 

60-story building is for 
Daehan I nsurance. 

Toray's  initial plans for 
European plant in Brit­
ain frustrated by obso­
lecence plant they 
bought into . 

Barter is way of hiding 
real price of oil .  

Iran govt. has acknowl­
edged damage claims by 
Italian contractors and 
will free $220 mn.  
blocked payments. 

Auto production halved 
this year by tight credit; 
Brazil desperate for in­
vestments and for tax 
revenues. 
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Science & Technology 

Scientific payload for 
the Space Shuttle 
by Marsha Freeman, 
Science and Technology Editor 

Launch preparations for the Space Shuttle Columbia, 
the world's first reusable space vehicle, are proceeding at 
launch pad 39A at the Kennedy Space Center in  Florida 
for a mid-October takeoff. 

A small  spill of rocket propellant on Sept . 22, which 
damaged some of the vehicle's protective ti les, will post­
pone the Shuttle's second flight a number of days past 
the Oct . 9 launch date. By the next afternoon,  NASA 
determined that the damage could be repaired on the 
launch pad, avoiding a longer delay. Otherwise, the 
p�eparations have been proceeding without a h itch . 

The Columbia has successfully completed its Dry 
Countdown Demonstration with all systems in  place. 
Astronauts Joe Engle and Richard Truly ran through the 
last two hours of the countdown, simulating the proce­
dures they will follow in mid-October. The Tanking Test, 
which involved transferring the propellants i nto the main 
engine's fuel tanks , was performed successfully. The 
minor accident occurred as the hypergolic propel lants, 
used 

'
in the small thrusters that m aneuver the spacecraft 

while in orbit, were being loaded into their engines. 
The main change on the second flight, l ittle publi­

cized by the press, i s  the addition of the Shuttle' s first 
scientific payload in its cargo bay. Designated OSTA- l 
(for NASA's Office of Space and Terrestrial Applica­
tions), the payload consists of five scientific experiments 
mounted on a pallet developed by the European Space 
Agency. The experiments wi l l  be exposed to the space 
atmosphere when the payload bay's doors are opened. 
The experiment package consists of  new types of  Earth 
remote-sensing technology for improved observations 
by Landsat and future satellite systems . 

The largest piece of equipment on the pallet is the 
Shuttle Imaging Radar Experiment. This 30-foot long 
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antenna will send and receive radar signals that will be 
used to create images of the Earth's surface for use in 

geological exploration .  The Shuttle M ultispectral In­
frared Radiometer (SM I RR) will  a l so perform geologi­
cal mapping from space. Ground-based data have i ndi­
cated that the infrared range i s  preferentially absorbed 
by rocks contaning different minerals, so the SMIRR 
could help determine the e l ec t romagnetic signature of 
various rock types and the ir  mineral contents . FILE, or 
Feature Identification and Location Experiment, is an 
on-board data management technique that is designed to 
aid sensors identify and select out specific kinds of data . 

An experiment for the Measurement of Air Pollution 
from Satellites will measure the unique radiation absorp­
tion lines that carbon monoxide forms as it travels 
through the Earth's  atmosphere . Finally, the Ocean Col­
or Experiment wil l  attempt to provide a scientific map 
for finding schools of  fish, locating by color the concen­
trations of green chlorophyll characteri stic of algae. 

In  addition to the instrument pallet ,  the Shuttle will 
carry and test the Remote M anipulator Arm Systems 
(RMS) built in Canada. This 50-foot arm, with maneu­
verable elbow, shoulder, and hand joints,  will be used on 
future flights to catch and grapple satel lites for examin­
ation and repair by the Shuttle crews. 

On July 27 , the Columbia began its Orbiter Integrat­
ed Test at the Orbiter Processing Facility, where the 
connections between the Orbiter and its payload were 
checked out .  Then on Aug. 1 0, the Shuttle was trans­
ferred to the huge Vehicle Assembly Building (VAB) for 
continued tests and the final  m ating to its External Tank 
and Solid Rocket Boosters . At the V AB, the Shuttle 
underwent a nine-day Shuttle Interface Test designed to 
check out the mechanical and electrical connections be­
tween the Orbiter, external tank ,  and the boosters , as 
well  as the functioning of the on-board systems.  

The first part of this  test lasts 1 1 2 hours ,  as commu­
nications channels between the Orbiter and its other 
elements are verified, leak checks are made, and a com­
plete review of the safety systems is performed .  The 
Orbiter's main engine nozzles, elevons, rudder and 
speedbrake, and body flaps are moved, as they will be in 
flight; and the solid rocket boosters undergo exhaustive 
testing. For about 55 hours, backup crews for the flight 
participate in the flight sim ulation tests. 

Whereas the initial Columbia flight was aimed at 
testing the Orbiter' s main systems, the second flight is 
designed to submit the vehicle to potential problems that 
could arise and to enhance the capability of the system . 
For example, astronaut Engle, the comman der of the 
flight, will test the automatic landing system, which 
Commander John Young did not use on the first flight. 
This computer-guided system will be used to land the 

Shuttle when the spacecraft begins operating on a routine 
basi s .  
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BusinessBriefs 

Eurodollar Markets 

Bank of England studies 
interbank dangers 

The Bank of England has completed an 
internal study of the Eurodollar inter­
bank market, a $600 billion pool offunds 
exchanged among over 1 ,000 interna­
tional banks. According to the London 
Financial Times Sept . 24, the Bank of 
England report attempts to evaluate the 
danger of a crisis of confidence leading 
to a chain-reaction of  withdrawals of 
loans among leading banks. 

Such a chain-reaction was narrowly 
prevented from bringing down the Eu­
rodollar market after the July 1 974 fail­
ure of Germany's Herstatt Bank. In the 
two months after the failure, interbank 
loans declined by one-third due to mar­
ket nervousness . 

European bankers have speculated 
that American banks' efforts to limit 
their interbank exposure, e.g. the intro­
duction of same-day rather than over­
night settlements of Eurodollar transac­
tions through the New York Clearing 
House starting Oct . 1 , might touch off a 
crisis. 

However, the new Bank of England 
study argues that the danger of an un­
manageable crisis is relatively small, the 
British newspaper reported . 

Transportation 

World's airlines 
take new losses 

The world's airlines will suffer a $2. 1 
billion after-intrest operating loss on 
international flights this year, up from 
last year's already dismal $ 1 .8 billion . 
The pre-interest loss was the same, at 
$900 million , but interest charges were 
up 33 percent to $ 1 .2 billion.  The new 
figures are in contrast to predictions of 
an improvement in the internatiQnal air­
lines' financial picture predicted earlier 
this year. 
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The figures, released by Raymond 
Cope, assistant director of general traff­
ic, industry and finance for the 
I nternational Air Transport Association 
(lATA),  also indicate that despite a $2. 1 
billion writeoff in depreciation, there will 
be zero cash flow, as that entire sum will 
be needed to cover the red ink in the 
operating budget. The lATA represents 
1 00 of the Western world's major air­
lines. Last year the airlines squeaked by 
with $ 100 million in cash flow. 

The airlines now have to fund their 
entire projected $4 billion budget for fleet 
and capital improvements from borrow­
ings, leading the airlines to "go into 1 9 82 
with a great big debt overhang," accord­
ing to Cope. 

This will raise anticipated interest 
costs next year an additional SO percent, 
to $ 1 .8 billion, and will undoubtedly 
cause the bulk of an almost certain oper­
ating deficit next year. 

The dismal picture results directly 
from the stagnating economic situation 
in most Western countries, and from the 
high interest rates prevailing since late 
1 979, compounded by the soaring cost of 

jet fuel.  
In  the United States, as reported in 

this publication last month, the crisis in 
the airlines, exacerbated by the deregu­
lation of the industry in 1 978,  is  being 
used to deliberately reduce the entire in­
dustry by 25 percent or more, jack up the 
fares, and curtail service severely. 

The lATA, however, is  expected to 
study a "strategic plan" developed by the 
association's executive committee, to 
deal with the crisis, at its Cannes, France 
meeting next month. 

Domestic Credit 

Prime falls, but 
won't drop much 

The expectation I that interest rates are 
really coming down will be short-lived . 
The leading money center banks lowered 
the prime lending rate to 1 9 .5 percent 
Sept . 22, and there is room for the prime 
to come down as far as 1 7 .5  percent over 

the next several weeks.  But any apprecia­
ble drop in the prime beyond this point 
sho uld be ruled out. 

Currently, Certificates of Deposit of 
$ 1 00,000 or more at large banks are at 1 6  
percent. This means that the big money 
center banks could charge 1 .5 percentage 
points above what they must pay to ac­
quire CD deposits, and j ustify a prime 
rate of 1 7 .5 percent. 

M oreover, until its recent tightening 
Sept . 23, the Federal Reserve-determined 
federal funds (overnight interbank) rate 
stood at a shade under I S  percent, again 
meaning that based on the bank cost of 
funds, a lower prime rate is j ustified . 

However, there is a general i l liquidity 
in the U . S .  economy. Even beyond the 
often-cited large U . S .  Treasury borrow­
ing needs, there are corporations with 
$ 1 7 billion of bonds waiting to go to 
market, and a large pent-up need of 
funds at the state and municipal level .  I n  
Sept.  1 6  testimony before the Congress, 
Federal Reserve Board Chairman Paul 
Volcker stated that the Fed has no inten­
tion of accommodati ng this borrowing 
need, and this will mean higher interest 
rates even if there is a short hiatus in 
which rates drop . Only if  there is a mas­
sive U . S .  economic recession will interest 
rates drop below I S  percent early next 
year. 

International Credit 

Saudis ask French 
for gold collateral 

Saudi Arabia m ade gold collateral a con­
dition for further large loans to France 
during negotiations in Riyadh early in 
September, Paris banking sources report .  
A French government delegation in 
search of a multibillion-dollar loan re­
turned empty-handed, they stated . 

Official French sources said that the 
Saudis objected to the new M itterrand 
government's bank nationalization pro­
gram. At most, sources said, the Saudis 
were willing to lend France $750 million, 
or less than a fifth of what the French 
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delegation had requested.  
Apart from their political objections 

to the new pro-Israeli government, the 
conservative Saudis do not believe that 
Mitterrand is a good credit risk . Euro­
pean bankers believe that the high inter­
est rates on the French money market 
introduced with the government's Sept . 
20 emergency package cannot be sus­
tained, particularly s ince the government 
is still compelling bank s  to lend at several 
percentage points less than their own 
cost of funds. A major dis location inside 
the French credit system i s  expected 
sometime in the next several months. 

Even more significant is the Saudis' 
insistence on go ld collateral .  Starting in 
1 979, the Saudis and other Arab coun­
tries began p urchasing gold, to the extent 
of \0 to 15 percent of their new earnings . 
Apparently the Saudis are convinced that 
gold will increase in  importance as an 
additional reserve asset. 

Banking 

Risky nationalizations 
proceed in France 

The Socialist government of France de­
cided on Sept. 22 to go ahead with the 
nationalization of95 percent of the bank­
ing industry there. While all  the impor­
tant French banks were clearly under­
stood to be on the firing l ine,  a cabinet 
debate took place on whether the subsi­
diaries of foreign banks should be i nclud­
ed in the n ationalization bi l l .  

The cabinet's decision to include 
banks with more than I bill ion francs of 
deposits i n  the list of those to be nation­
a lized (which will  be on the parliamenta­
ry agenda this m on th) particularly 
threatens n umerous British banks which 
have bui lt dominant positions on the 
French real-estate market in the last two 
decades.  Midland and Barclays are re­
portedly among the banks to be nation­
alized . 

Complex and possibly risky situa­
tions can develop with foreign part­
ownership in French banks.  The Lon­
don-based S .  G .  Warburg owns 1 2 . 5  per-
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cent of  the giant Compagnie Financiere 
de Paris and des Pays- Bas (Paribas), and 
it  reportedly will pull out of regular inter­
bank market arrangements should its 
shareholding be threatened . 

East- West Trade 

A 'New Ruhr' in 
West Siberia? 

Germany's Economics M inister Otto 
von Lambsdorff arr ived in M oscow Sept . 
24 with a large delegation of officials, 
industrialists, and bankers, i n  his  capaci­
ty as cochairman of the German-Soviet 
Economic Commission .  After a first ses­
sion in Moscow, the commission moves 
to Novosibirsk, West Siberia, headquar­
ters of the S iberian branch of  the Soviet 
Academy of Sciences . 

According to Handelsblatt,  the DUs­
seldorf business daily, the Germans in­
tend to discuss Soviet proposals, made 
over the years to vastly upgrade i ndustri­
al  cooperation between both countries in 
the energy field .  Bonn, the German daily 
adds, looks upon U . S .  proposals for "al­
ternative" German-American energy co­
operation,  as immaterial, and not worthy 
of consideration . 

The Soviet side, latest reports from 
Germany indicate, wil l  present a gigantic 
project, worth a total of 120 bil l ion 
Deutschemarks: the Soviets now want to 
exploit the h uge surface coal deposits 
located in West Siberia, and propose that 
the Germans "build a new Ruhr" directly 
on the site. The target date for complet­
ing the proposed project is between 1 990 
and 1 99 5 .  

Frank furt banking sources, while 
stressing that s uch an immen se project 
(which dwarfs the Siberian gas pipeline 
project signed this year) wil l  take some 
time to negotiate, make no secret that it 
i s  considered vital for West Germany's 
national  i nterests, and that pressure from 
the U nited States or elsewhere could not 
deter its implementation.  Lambsdorff, 
asked about possible U . S .  opposition , 
replied that he was " info rmed of no 
American objectio n . "  

Briefly 

• SIR GEOFFREY HOWE, the 
U . K . 's  finance minister, told his  
Commonwealth colleagues Sept.  
22 that the U.S.  m ust cut its b udget 
to keep down i nterest rates. 
Howe's own budget deficit rose 50 
percent after his monetarist pro­
gram brought u nemployment to 
higher levels than the 1 930s. 

• INDIA's · application for $6 
bil l ion in I M F  funds comes up for 
Executive Board approval next 
m onth; the Reagan administration 
"will  be quite tough ," according 
to a New York banking source 
with access to top levels in Treas­
ury. He said he believes the view in  
Washington is  that  India  could get 
all the money it  wants in interna­
tional lending m arkets, i f  i t  would 
only scrap its present restrictions 
on foreign investment. 

• MITSUBISHI Heavy Indus­
tries announced i t  will  bid for a $2 
bill ion n uclear plant project by 
Mexico's Comision Federal de 
Electricidad, either i ndependently 
or with its licensor, Westingho use. 
If s uccessful,  this would be the first 
Japanese export of a primary sys­
tem for atomic power plants, as 
opposed to t urbines used in such 
plants, according to the Sept.  22 
Nihon Keizai Shimbun. 

• JAPANESE corporate spend­
i ng on R&D for the year ending 
March 1 982 will reach a R&D-to­
sales 1 .4 percent ,  for the fi rst time 
the same as that of U .S .  corpora­
tions.  This will be achieved by a 1 6  
percent rise, which fol lows a 1 7  
percent rise last year. Half the 
R&D investment is  being made by 
the auto and electric machinery 
industries. 

• WALL STREET i nvestors 
were selling on Sept.  25 out of 
fear that continued high interest 
rates wil l  wreck corporate profits. 
Yet pundits used the m arket drop 
to proclaim that Volcker must 
keep fighting deficit- induced in­
flatin and maintain high rates . 
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Terrorism, drugs, 
, and subversion: 
the Craxi dossier 
by Umberto Pascali 

Bettino Craxi, head of the Italian Socialist Party (PSI) ,  is now preparing to 
visit Washington for meetings with President Ronald Reagan this fall .  What 
can be the motive for an  A merican President's granting an audience to a man 
described in  Italy as the "new M ussolini"? Craxi has reached an agreement 
with the U .S .  administration,  says the Italian press . The upcoming visit will 
be the equivalent of an "investiture," in which the U .S .  government will give 
its approval for Craxi to ascend to the " Presidency of the Counci l ," i . e . ,  
become Italy's new prime minister. America's old al lies, ,the conservative, 
pro-industrial l ayers of the Italian Christian Democratic Party, seem to have 
been tossed aside with little ceremony.  

This dossier wil l  explain that ,  for Mr .  Reagan , Craxi i s  a political 
miscalculation which risks the total destabilization of Italy . The nickname 
given Craxi, "new M ussolini ,"  is no exaggeration . Politically, socially, and 
economically, Craxi represents precisely what M ussolini represented at the 
end of the First World War. 

Fascism then and now 
M ussolini also came from the ranks of the Socialist Party, indeed, from 

its far " left" section . After precipitating a civil war in Italy, after destabil­
izing the country's leading institutions with every weapon at his disposal, 
from corruption to terrorism,  M ussolini and his supporters presented 
themselves as the men of stability, the men of "governabi lity ."  Thus was 
Fascism imposed on I taly . 

To this m ust be added a noteworthy fact: M ussolini rose to power on 
the basis of the support, from the very beginning of his career, given to him 
by the British secret intelligence service and the Ital ian "black nobility ." 

There was another element in the history of Fascism worth reflecting on 
today: M ussolini received ample support from the United States . The New 
York Times and other news media gave him explicit and unconditional 
backing ,  
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The New York Times today applauds  Bett ino  Craxi  
and l ies to the American pub l ic ,  cal l i ng  h im "the best 
friend" of the U n i ted States . 

How many l ives d id  the same l i e  cost i n  the 1 920s? 
How many A mer icans  pa id  w i th  their  b lood d ur ing 
World War I I  fo r the earl ier ,  successfu l  campaign by 
the New York Times and those A merican fi na nciers and  
pol it icians  who sponsored M usso l i n i? 

Today, Americans m ust  know Craxi for what he i s .  
Bett ino Craxi  i s  current ly  presen ted as the  o n l y  

pol i t ic ian capable of  rep lac i ng t h e  Chri st ian  Democracy 
that has governed I ta ly for the last 30 years . The 
Christ ian Democracy, i t  i s  sa id ,  i s  too corrupt ;  i t  cannot  
defend I taly from the Com m u n ists ;  someone  i s  needed 

who i s  not ta in ted by scanda l ,  a cred ib l e  po l i t i cian-a 
man l ike Crax i .  

I n  t r u t h ,  no I ta l i an  has been imp l icated i n  more 
scandals  than Bett ino  Crax i .  H is career was  bu i l t ,  p iece 
by piece, on the b a c k  of  t he drug m afia and orga n ized 
crime. 

What is Craxi? 
In I ta ly ,  Crax i  and his Soci a l i s t Party ( P S I )  are 

synonymous with terrorism . From the ou tset of I ta ly 's  
terrorist ep idemic i n  1 968-69 ,  th ro ugh the assassi nat ion 
o f  Christ i an D e m o c r a t i c  p res i d e n t A ldo M oro by the 
Red Brigades,  the names o f  the PSI  leaders have 
con t i n u a l ly a ppeare d  i n  p o l i ce a n d  m ag i s t ra l  i n ve s t i g a ­
t ive  reports . 

M o reover, the PSI h a s  beco me k n ow n  a s  t he p a r t y  
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o f  Qaddafi .  Craxi  and  h i s  s upporters h ave always 
m a i n ta i ned re lat ions ,  a lbe i t  secret ones ,  with the Libyan 
d ictator .  During the most  recent  elections ,  wel l - in­
fo rm ed sou rces in Rome discu ssed Qaddafi ' s  funding of 
Socia l i st e lectora l  ca mpa igns  q u ite open ly .  

The PSI  leadersh i p ,  i nc lud ing Crax i ,  h ave been 
heavi ly i m p l icated i n  the Propaganda- 2  ( P-2)  Freema­
son ic  Lodge scanda l . The P-2 lodge was a con spi ratorial 
orga nizat ion exposed in l ate M ay .  It i s  tied to the 
Tr i lateral  Commiss ion ,  Henry Kiss inger and A lexander 
Ha ig ,  the former and current secretari es of state, and 
other prom inent  A mericans .  I t  was proven to be in­
volved in  drug runn ing ,  arms sm ugg l ing , fl ight-capital 
opera t ions ,  and sponsorsh ip  of  both " left" and "right" 
terro rism . It tried m a n y  t i mes to bring about coups 
d'etat i n  I ta ly . I t  had corrupted and penetrated all parts 
of the economy and  the governm ent .  The a im of  the P-
2 l odge was to destroy the i n st i tut ions  of the I ta l ian 
rep u b l i c  and restore the Savoy dyn asty, i n  ex i le s ince 
1 946 w h e n  a pop u l ar re fe rendum decided again st a l low­
i ng the roya l fa m i ly t o  rema in  i n  the country .  The royal  
fam i l y  h ad cons ig ned I ta ly  to Fasci sm . 

The PS I and  Craxi  a re a lso the great supporters o f  
t h e  G l o b a l  2000 g e n o c i d e  recommen dat ions fo rm ulated 
by t he C a r t e r  ad m i n i s t rat ion . The econ omic  po l i cy of 
t he PS I is c o n s i st e n t  w i t h  th i s  "depopula t ion" and  
" de i n d u s t r i a l i z a t i o n "  report .  

Recen t l y ,  the  M i l a n  d a i ly 1/ Givrnale Nuvvo pub­
l i s h e d  t h e  fa c t  of  C r a x i ' s  career ,  known by  a l l  we l l ­
i nfor m e d  p e rs o n s  i n  I ta l y  fo r y e a rs ,  b ut which no  one 
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has dared to publish before. II Giornale reported that 
Craxi was the "guardian of Francis Turatello ."  Turatel-
10, known as "Angel Face," was the Meyer Lansky of 
Italy, responsible for the expansion of trafficking and 
use of hard drugs "on an industrial scale ." 

Craxi and the drug mafia 
. Turatello's plan for a drug empire succeeded in 

turning Italy from merely a crossroads of the traffic 
from the Middle and Far East to Northern Europe and 
United States, into one of  the world's  biggest heroin­
refining centers and drug marketplaces. No social class 
of Italian youth is now spared drug addiction. An entire 
generation is near to destruction . 

In addition,  Italy has become the crucial center for 
the drug trade in the M editerranean area. The recent 
discovery of "heroin factories" in northern I taly and 
Sicily is indicative of Italy's role as a source of heroin 
flowing into the United States-an "export industry" 
built by Turatello under Craxi 's  protection .  

The young gangster Turatello began his  rise in 
Milan during the 1 96Os, taking over clandestine gam­
bling and prostitution . These areas served as the base 
for the drug market and the so-called kidnaping indus­
try . In a short time, Turatello was expanding in an 
unstoppable way, thanks to Craxi's political patronage. 
Craxi personally frequented Turatello's clandestine 
gambling dens, where he was considered an habitue . 

The city of Milan was, and is, controlled by the 
Socialist Party . Since the advent of Turatello,  M ilan, 
capital of Lombardy, has had a Socialist mayor-first 
Aldo Aniasi, and now, the recently elected Carlo Tog­
noli . 

Under the Socialist administrations ,  what was once 
known as the most modern industrialized city in the 
country has become the city of organized cri me .  It  has 
taken over and controls the police in many areas, and 
the city is now very similar to Marseilles, France-also 
dominated by the party of the Socialist I nternational,  
and by drugs . The connections between the former 
mayor of  M arseilles, Gaston Deferre, now the Socialist 
Interior M inister under Fran�ois Mitterrand, and the 
"Marseil les Clan ," are wel l  known .  Turatel lo collabo­
rated very closely with the M arsei lles dtug mafia, from 
the time of the fi rst " French Connection" through the 
1 970s . 

Among the many people in M arsei l les who worked 
for Turatel lo ws the famous drug-trafficking boss,  Joe 
Adonis-who himsel f was very close to the Socialist 
Party of  France. 

The productive fabric of Mi lan was eroded , and 
then, at the beginning of the 1 960s, there began the 
kidnaping of  persons on a vast sca le, with most vict ims 
from industrialist layers . 

Once Turatel lo 's  underworld was fi rm ly establ ished 
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and politically hegemonic in  major cities, there began 
the campaign in favor of legalized drug use. 

A national figure 
This was the decisive blow. And the champions of  

the "drug liberalization" propaganda campaig� were 
the Socialist Party leaders, above all ,  Loris Fortuna, 
vice-president of the Italian Chamber o f  Deputies . With 
the full  support of the party, including Craxi , Fortuna 
fought to change the drug laws, which were quite 
restrictive in the 1 960s . The Socialist mass media pro­
moted what would later be known as the "drug cul­
ture . "  Decadent elements like LSD promotor Timothy 
Leary came to Milan to publicize his "spiritual food," 
and underground newspapers flourished, explaining to 
adolescents that drugs "expand consciousness ."  

This was  accompanied by the  introduction of rock 
m usic on a massive scale. The most important of the 
underground newspapers, Re Nudo, which pushed rock, 
drugs and pornography, was sponsored by Socialist 
leaders like Ripa di Meana.  And out of the spreading 
degeneration of youth layers under the Socialists' "rock­
drug counterculture" came the first Maoist and anarch­
ist groupings that later became terrorists. This was the 
foundation for the " 1 968 M ovement," and its explosive 
destabilization of the schools and factories of Italy.  In 
terrorism ,  too, the Socialist Party and Bettino Craxi led 
the way . 

It was at this time that Bettino Craxi became a 
national political leader. 

Following 1 968,  the drug market expanded m assive­
ly, from Milan into Rome. Here, it was dominated by 
Loris Fortuna's intimate friend Pierl uigi Torri . Torri, 
under threat of an arrest warrant, fled to London, 
where, under very high- level protection, he set up a 
network of  "instant banks," financial institutions such 
as Universal Banking, Inc. These were designed to 
recycle huge quantities of dirty money-from the kid­
napings, robberies and especially drug trafficking in 
Italy . One of Torri 's chief clients was the noted terrorist 
leader Pierluigi Concutel l i ,  who funneled robbery and 
kidnaping proceeds into Torri ' s  London banks on a 
large scale .  

Torri  was finally arrested in London alter years of 
unheeded requests by Italy's Chri stian Democratic gov­
ern�ent for his extraditio n .  Miraculously, he escaped. 
He was arrested again in New York in  1 979. Interviewed 
by the magazine II Mondo from his prison cel l ,  he said 
that he was not worried , for he could count on the 
friendship of pol itically important people, l ike Socialist 
Loris Fortuna . Fortuna,  in fact,  periodical ly visited him 
in prison ,  and took a role in  his legal defense. 

At present ,  there is a vast restructuring of drug 
trafficking and refining operat ions under way through­
out the Mediterranean region . I taly is central . Accord-
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ing to II Giornale's revelations, Turatello's death-in­
side a maximum security prison from which he contin­
ued to run his drug empire-came at the hands of a 
contract killer. 

Turatello knew a great deal about Bettino Craxi . 
The restructuring of Mediterranean drug trafficking is 
unquestionably related to plans now afoot to place 
Craxi at the head of the Italian government . Turatel lo 
could have made matters very difficult for Craxi . On 
the occasion of his assassination, the I talian press 
reported various compromising details, such as that 
Turatello's arrest came when he was in the company of 
a Socialist Party city councilman from Sici ly.  

In Turatello's notebook, the police found the unlist­
ed telephone numbers of Milan M ayor Aniasi and a 
Socialist city councilman from Milan, Pi l litteri , Bettino 
Craxi's brother-in-law.  Had Pillitteri been interrogated 
on his relations with Turatel lo, the investigations might 
have become too revealing . For example, what had 
Turatello to do with Socialist Aniasi , a former health 
minister and former m�yor of Milan, who passed a 
decree favoring the liberalization of heroin laws ! 

Craxi and terrorism 
One could write a book on such SUbjects.  But here 

we limit ourselves to pointing out that the drug mafia 
has not been the only thing pushing Bettino Craxi 
toward supreme political power in Italy . The other 
imporant element has been the political use of terrorism. 
How could a small party, after all ,  hope to become the 
dominant party when it was even excluded from govern­
ment coalitions? Only by destabilizing the Chri stian 
Democratic Party and its governments . 

The Christian Democracy has been assai led at all 
levels .  Periods of corruption have indeed weakened it; 
this was especially true, however, of the faction of 
Amintore Fanfani, who is a political a l ly of  Craxi 's  
within the Christian Democracy . 

But the reason that the Socialist-infested Italian 
news media have sprung corruption scandals on the 
Christian Democrats is that the party stil l  represents 
some form of defense of Italy's industrial and social  
development , and has ever since Alcide de Gasperi , 
Italy's prime minister during the postwar reconstruction 
period, was in office. 

And who has charged more loudly that the Christian 
Democrats are more corrupt than the party of the drug 
mafia? Bettino Craxi's Socialists ! They call the Christian 
Democracy's emphasis on the traditional values of 
family, work, and progress a "backward ideo logy ."  The 
other principal party in Italy, the Communist Party, 
which has frequently al l ied with the Christian Democ­
racy to pursue national goals, was a lso targeted by the 
Socialists in a different way . PSI l eaders sponsored the 
growth of anarchist groupings within the Communist 
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Party to undermine its influence. 
One of the persons most responsible for the explo­

sive 1 968 destabilization which laid the ground for 
terrorism was Socialist " intellectual" Norberto Bobbio. 
In  1 967,  at the University of Turin ,  Bobbio gave a series 
of lectures, l ater widely distributed, calling the Christian 
Democracy the "new Fascist party of I taly," and calling 
upon students to therefore form a "new Resistance ."  

It was not  by chance that the  first terrorists were 
recruited from among Bobbio's students of that period.  

It  is a long story. By way of summary, we report on 
the greatest attack on the Christian Democracy and 
Italy's republican institutions, the k idnaping and mur­
der of Christian Democratic president Aldo Moro in 
1 978 . This launched the "Craxi option,"  by no lucky 
coincidence . 

The parties responsible were the notori ous Red 
Brigades, terrorists of the "left ."  The underground 
Brigades had an aboveground arm called the Autono­
mists, both parts directed by a leadership featuring 
Antonio Negri and Franco Piperno, " intellectuals" of 
the academic  world who both now face charges in 
connection with the Aldo M oro murder. 

When they were arrested, Socialist leaders came to 
their loud defense, including Bettino Craxi , who with 
others charged the Christian Democracy with "repres­
sion . "  

Is there a connection? In  fact, the first cell of the 
Red Brigades was created within the faculty of the 
Sociology Department at the University of Trento 
between 1 967 and 1 968 .  The historic head of the Red 
Brigades, Renato Curcio,  is known to h ave been person­
ally, clinically brainwashed by the president of the 
sociology department's faculty, Francesco Alberoni ,  
who subsequently became one o f  I taly's most prolific 
writers on behal f  of the lie that terrorism i s  a "sponta­
neous sociological phenomenon . "  

Today, Prof. Francesco Alberoni i s  Bettino Craxi' s  
speechwri ter . 

. 

Let us consider these two examples .  

The case of Antonio Negri 
Negri , offshoot of a Fascist family, educated by 

Jesuits, is selected on account of his visceral hatred 
against society and development.  In Padua, his native 
city , Negri is taken under the protection of the secretary 
of the Socialist Party . He climbs rapidly up the career 
laqder in the party to the point of being elected a city 
councilman . 

It is in this period that Negri becomes a close friend 
of the leader of the PSI in the Veneto region, Gianni De 
Michelis, the present M inister of  State Holdings. Pro­
fessor Norberto Bobbio of Turin takes a personal 
interest in the young Negri; Bobbio wil l  defend Negri 
even after his arrest on charges of having directed the 
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k idnaping and the murder of Aldo Moro .  
Negri founds, together with Pipern o and others, the 

first Italian anarcho-Mao ist grouplet, Pot ere Operaio 
(the name means "worker power") .  

At the same t ime Negri participates in  the creation 
of many anarch ist and workerist periodicals,  a lmost al l  
of  them financed and published by Socia l ist Party 
publ ishers, such as M arsi l io Editori ,  which belongs to 
the De M ichel is  family,  or La Nuova I ta l ia  of 
Social ist Party leader Tristano Codigno la .  It is these 
periodicals that wil l  prepare the ri tes of  passage of many 
young intel lectua ls from profess ional  careers useful to 
society, to the various proto-terrori st sect lets that 
emerge after 1 968 . Already in  the early 1 960s, Negri is 
involved in the first clashes provoked by anarchists 
inside the trade unions, between Turin workers and the 
pol ice. The newspapers and leaflets of  Negri 's grouplet 
were produced thanks to the Sociali sts' support-in 
some cases , even the printing house of  the PS I ' s  officia l  
paper, A vanti, was uti l ized . 

Now that Potere Operaio had been created, Negri 
started his clandestine l i fe .  H aving become a professor 
at the Un iversity of Padua thanks to a rigged competi­
tion for the post, and than ks to the direct support of 
Socia l ist Bobbio, Negri and his comrades began to 
officially propagandize for "armed struggle . "  

Even the Italian Commun ist Party d istanced itself 
and started to denounce the act ivities of the Negri 
group. But not the PSI, which would continue to j ustify 
the activities of i ts protege as a "rebel l ion against 
repressive society ."  I n  1 97 1 ,  Potere Operaio offic ia l ly 
dissolved itself. I n  reality, as has been confirmed by 
pol ice i nvestigations and by the I ta l ian courts, Negri 
and his comrades decided to launch ful l -scale terrori sm.  
One sect ion of  the leaders of Potere Operaio would be 
transformed into apparently "normal" citizens with 
covers , able to direct underground activities witho ut 
arousing suspicion . Another section was to go under­
ground for good . And thus I taly entered the epoch of 
continuous terrorism:  kidnapings, bombings, assass i ­
nations .  

From his professorship at the University of  Padua, 
Negri , once again defended by the Social ists, pushes his 
students to rebel and unleash their hatred aga inst 
society . Many terrori sts were recru i ted preci sely by this 
method . 

The leitmotif of Negri ' s  propaganda is that the 
enemy is the state, the Christian Democracy-Italy's 
predominant party-and American imperia l i sm.  I n dus­
trial leaders, Christi an Dem ocrat ic leaders ,  and trade­
union leaders are hit ;  but o n ly in  one case out of 
hun dreds of  such episodes is the vict im an ind ividual 
l inked to the PS I .  I t  i s  Negri who together with Piperno 
and others organ ized the k idnaping and assass inat ion 
of Aldo Moro . I t  i s  he who masterminded the assassi-
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nation of M ilan Prosecutor Emi l io  A lessandrin i ,  a 
courageous magi strate who had the proof of Negri ' s  
terrorist activities i n  h is  hands.  Accordi ng to  sources in  
Mi lan ,  Alessandrin i  had d i scovered that  Ital ian terror­
ism was financed in large part by the d irector of the 
Banco Ambros iano, Roberto Calv i ,  who channeled his 
funds through Canada. 

Calvi was the banker of the M asonic lodge P-2 ,  the 
lodge of Licio Gel l i , which used right- and left-wing 
terrorist groups to destabil ize the country . I t  seems that 
A lessan drin i  had discovered all th i s .  Accord ing to the 
sources, Calvi may have ordered the physical e l im ina­
t ion of  Alessa ndrin i  by Negri . Negri i s  currently in 
prison , but there have been repeated attempts by judges 
l inked to the Socia li st Party to sandbag the investiga­
t ions .  

The case of Franco Piperno 
The second leader in rank of importance in  Ital ian 

terrorism is  Franco Piperno . His career as an intel lectual 
and a terrorist was launched by the former secretary of 
the PS I ,  Giacomo Manci n i .  Mancin i  cont inued to de­
clare his fu l l  support and friendsh ip for the terrorist 
even after Piperno was arrested in connect ion with the 
Moro murder and for a long l i st of other crimes. 
Recently ,  Piperno was arrested in Canada where he had 

Depopulation already 
under way in Italy 
Last spring Dr .  Luigi De Marchi, president o f  the 
Ital ian Planned Parenthood Association and advi ser 
to Italian Socia li st Party Secretary Bettino Craxi ,  
reaffirmed in  an interview his publ ic  position that the 
population of Italy must be reduced from 60 mi l l ion 
to 20 mil l ion by the year 2000 (EIR. June 2) .  Now, 
Ital ian government statistics reveal that for the first 
t ime in  recent history, the Italian population grew at a 
negative rate i n  the first three months of 1 98 1 ,  fal l ing 
by 1 2 ,320 people .  For a Cathol ic country with a large 
peasant popu lat ion,  this development is al l  the more 
startl ing.  

The cause of  the popu lation decl ine l ies i n  the 
economic austeri ty po l icies supported by both Social­
ist Party leader Craxi and Christ ian Democrat Amin­
tore Fanfan i ,  pres ident of  the Ital ian Senate. 

At the end of June, I ta l ian unemployment exceed­
ed 2 mi l l ion ,  according to new official  stat istics. An­
other wave o f  l ayoffs is  now under way , especia l ly  in  
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fled to avoid a new arrest warrant for arms trafficking. 
The u lt imate destination of the Italian terrorist leader 
was the Massachusetts Institute of Technology in the 
Boston area, where a professorship awaited him . Piper­
no offered $ 1 00,000 in bai l  to the Canadian authorities; 
the network protect ing him i s  clearly extremely power­
fu l .  

Besides a large number of terrorist actions, Piperno's 
name i s  l inked to the terrorist review Metropoli. This 
review was created-proof of  the fact is  now in the 
hands of the Ita l ian courts-by Mancini 's  "number­
two" man, Socialist Sen . Antonio Lando lfi .  Even 
though the publication of Metropoli h as been halted 
several times by the magistrates because i t  was making 
an expl icit apo logy for terrorism , the review was only a 
cover. Through it Piperno had put together a far­
ranging operat ion with the goal of directly controll ing 
all the terrorist groups . His instrument for doing this 
was a monopoly over the weapons being resupplied to 
the terrorists . Piperno and his group received arms from 
Qaddafi's Libya , arms which were then distributed to 
the various subversive formations .  The arrest warrant 
issued by the Carabinieri (mili tary pol ice) of  M ilan for 
Piperno speaks clearly on this subject . 

The Libyan dictator's purpose in supplying free 
weapons to Piperno's group was to promote a destabil-

the public sector,  as a resul t  of the "restructuring" 

policy of Socia list Party State Holdings M inister 

Gianni De Micheli s .  At mid-year, the deficit of public 

sector industry stood at 35 ,000 bi llion liras ($30 bil­

lion), as De Michelis proposed to cut the budget and 

fire as many "useless workers" as possible.  Social 

services are in a state of  terminal collapse. The pension 

system, for example, wi l l  have a 4 1 ,OOO-bil l ion l ira 

deficit in two years, according to the system's own 

estimates . Recently, the Italian Supreme Court sen­

tenced the sons of one pensioner to 20 days in jai l  for 

refusing to help their father financially . Like most 
pensioners, the father was receiving a 1 00 ,000-1ira 

monthly pension (less than $ 1 00), and the court ruled 

that this amount is much less than the minimum 

necessary to survive. There are at least 800,000 pen­

sioners i n  the same situation .  
The solution offered by Italy's Venice-centered 

financial oligarchy is simply to write off the public 

pension system . The president of  Assicurazioni Ge­

nerali eli Venezia e Trieste said in an interview that his 
company is prepared to step in  and rep lace the public 
system . A simi lar privatization scheme is being ad­

vanced for the health-care system, in which on ly those 

able to pay for private hospitals wil l  get care. 
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ization a l l  over Italy, but especially i n  the South, where 
catastrophic economic conditions provided a fertile 
hotbed for l arge-scale revolt .  The Libyans also supplied 
large sums of money to finance radio l>tations that 
spewed out "The Thought of  Qaddafi ."  

It  is a l so  worth noting that  both Negri and Piperno 
have worked with the M afia .  In some cases Negri used 
elements of  the criminal  underworld to carry out terror­
ist operat ions . In particular, in the kidnaping of  the 
student Campani le, he availed himself of men from the 
Turatel lo Mafia,  with which he sustained a "working 
relation ship ." Piperno has often collaborated with men 
from the Calabrian M afia: we limit ourselves to the 
example of the "Communist Combat Units" directed 
by M ancini's son-in-law Lanfranco Pace Lapponi, and 
remote-contro l led by Piperno .  The CCU acted in col­
laboration with the Calabrian underworld, and the 
proceeds of criminal  activity were divided fifty-fifty 
between "polit ical" terrorists and mafiosi . 

The Aldo Moro murder 
According to charges made by Paduan Judge Pietro 

Calogero, Antonio Negri and Franco Piperno were the 
brain s behind t he kidnaping and death of former I talian 
Prime Minister Aldo Moro in 1 978 .  

What di d that  terrorist act-unprecedented in post­
war h istory-mean pol itically? 

At the time of his kidnaping, as president of the 
Christ ian Democratic Party, M oro was working on an 
effort sponsored by Pope Paul VI and favored by then­
Prime Minister Giu l io  Andreotti , to stabi lize the I talian 
political situat ion after nearly a decade of  upheaval . 

He proposed a relaunching of the Christian Democ­
racy and a progress ive democratization and de-Marxi­
fyi ng of  the Ital ian Communist  Party, the l argest Com­
munist Party in  the West . I t  would h ave been a historical 
precedent of great importance, but at the same time, it 
would have meant the en d o f  every i l lus ion of  taking 
power for a PSI that barely scraped through with 1 0  
percent o f  the e lectorate. The on ly hope for Craxi was 
to provoke a ferocious counteropposition between these 
two forces, Cathol ic  and Communist, so that they 
would wipe each other out .  Meanwhile, M oro was 
apparently succeedi ng in his intentions.  

On M arch 1 6 , 1 978 ,  the new government of Giul io  
Andreotti , which Moro had done so m uch to prepare, 
was on its way to being sworn in before the President of 
the Republ ic .  That morning the Red Brigades kidnaped 
M oro and ki l led all of his bodyguards .  

Piperno wrote an editoria l  in  Metropoli h ail ing the 
"geo metric perfection" of the ambush .  D uring the long 
m onths  of  M oro's capt iv i ty ,  Socialist Party leaders, and 
Craxi personal ly ,  were i n constant contact with Piperno 
and the Metropoli group. 

When th is  fact was discovered, Moro had already 
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Mussolini 's 1 920 March on Rome. 

been ki l led . Craxi j ustified himself by assert ing that he 
had tried to mediate with the terrorists for "humanitar­
ian motives ." In reality what had happened was one of  
the most bruta l b lackmail  operat ions ever carried o ut 
against a sovereign state . 

The Red Brigades demanded that the state surrender 
and immediately free arrested terrorists in exchange for 
Moro's release . Meanwhile, Craxi was setting up the 
"party of negotiations," accusing the Christian Demo­
crats who opposed this blackmai l  of  insensit iv i ty .  

A surrender b y  the state i n  that moment would have 
meant the end of  the Christian Democracy. The party 
itself would have been total ly discredited, and a signal 
would have been relayed international ly that "terrorism 
pays ."  Further kidnapings and acts of  vio lence would 
have fo l lowed. Therefore, Pope Pa ul VI  himself opposed 
any negotiat ions.  

The most faithfu l  a l ly  of the PSI  at that t ime was the 
minuscule Radica l Party of Marco Pannel l a, a grab bag 
of homosexual rights acti vists and perverts who cal led 
the terrorists "Comrade Assassins ."  Unti l  the l ast mo­
ment, Craxi and his cronies tried to induce the govern­
ment to give in. After Moro's death ,  the Socia l i st­
dominated mass media un leashed accusations of brutal­
ity and insensitivity against the po l i t ica l  forces that had 
resisted the Red Brigades' u l t imatum . 

The tragic mummery of the "party of negot iat ions" 
was thenceforth repeated every t ime that the Red Bri-
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gades perpetrated another kidnaping. The last case was 
that of Judge Giovanni D' Urso, captured in Rome l ast 
December.  Having signed an accord with a l l  the gov­
erning coalition parties to create a sweeping front 
against the Red Brigades' blackmai l ,  Craxi then ordered 
A vanti. the Socialist Party press, to publ ish commu­
niques from the Brigades, thus breaking the press 
blackout that many bel ieved to be the most efficacious 
weapon for opposing the terrorist escalat ions .  Mean­
while Marco Pannel la of  the Radical Party was visiting 
maximum-security prisons, and, exploiting his position 
as a parliamentarian , held assembl ies with imprisoned 
terrorists . In the ensuing chaos, revolts broke out in 
many prisons, led by terrorists like Negri and Lapponi, 
the son-in- law of  Socia list leader Giacomo Mancini .  

I t  was in this atmosphere that Craxi's right-hand 
man Claudio M arte l l i  returned from the United States 
in early 1 98 1 .  M arte l l i  h ad attended the inauguration of 
Ronald Reagan and had had mUl tip le contacts with the 
Kissinger-H aig group, perhaps even with Alexander 
Haig himself. In particu lar, the Craxi representative had 
received assurances from Michael Ledeen , an adviser on 
internat ional terrorism to Secretary of State Haig, that 
the adm inistration would support Craxi . Returning to 
Italy j ust at the moment when polemics around the 
PS I ' s  behavior in the D 'Urso case were at their peak,  
M arte l l i  h astened to declare to a l l  the press that  "the 
PSI is Reagan's  party in I tal y . "  
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But  at that  t ime  Pres ident  Reagan was  evi dent ly  n ot 
yet a puppet o f  K issi nger and  H aig ,  because Ledeen 
h i m se l f  was fo rced to release a counter- in terview em­
phas iz ing that  wha t  M artel l i  was sayi ng was fa lse, 
beca use Pres ident  Reagan "is ph i l osophica l l y  ant i ­
socia l i st . "  I t  appears that  Rona ld  Reagan has  changed 
a great  dea l s ince t hen . 

Craxi and P-2 
It is i ncred ib l e  tha t  Reagan  shou ld  have deci ded to 

give h is  support  t o  Craxi  r ight  after the Socia l i s t  
strongm an and h i s  party  were heavi l y  imp l i cated i n  t he 
b iggest scanda l  o f  postwar I t a l y ,  that of the  M ason ic  
lodge ca l led Propag anda 2 .  P- 2 w as i n  rea l i ty  an i n stru­
ment of  David Rockefe l l er ' s  Tri l atera l  Comm iss io n ,  as 
even the Grand M aster of French M aso n ry ,  Roger 
Leray ,  dec lared .  I ts aim was to  carry out a coup d'etat  
agai nst  I ta ly ' s  repub l ican i ns t i tu t ions  and repl ace them 
with the deposed m o n a rch ica l  reg ime  o f  the H o use of  
Savoy . The  Grand  M aster of  P-2 , a former Fascist  
torturer su spected o f  having co l l aborated with East bloc 
secre t  services,  Lic io G e l l i ,  sa id  last  December  that  his  
favo ri te po l i t ic i an  in I t a l y  was  Bett i n o  Crax i . 

Gel l i  pe rsona l ly  and  reg u la r ly  went  to Crax i ' s  resi­
dence i n  the Hotel  Raphae l  i n  Rome to di scuss h i s  
po l i t ica l  p roj ects .  M a ny Soci a l i s t leaders showed up o n  
t he secret l i s ts  o f  the lo dge"s mem bers :  among  others ,  
S i lvano Labr io la ,  head o f  the Socia l i s t  par l i amentary 
group,  Vanni  N i s t icb ,  head of  the party press o ffice ,  
M in ister o f  Fore ign Trade E n r ico M anca ,  Soci a l ist  
Party centra l  com m i t tee member Fah riz io Ciechi t to ,  
and  m any  others at the  na t i ona l  and l oca l  l evel . V an n i  
N istico said short ly  a fter the i n vest iga t ions  opened that  
in  rea l i ty h e  hard ly  ever saw L i c io  Ge l l i . The last t ime 
he had seen Ge l l i ,  the Grand M aster h a d  expla i n ed to 
him how easy i t  wo u l d  be  to k i l l  the  Pope .  

As for Enr i co  M anca ,  i t  i s  n oteworthy tha t  he i s  one  
of  the leaders of  the so-ca l led " Libyan  Part y , "  wh ich ,  a s  
w e  sha l l  see, w a s  very m uch present i n  t h e  M ason ic  
orga nizat io n .  One of  the  most  i m port a n t  members o f  
t h e  l odge w a s  t h e  fo rmer head o f  t h e  I t a l i a n  Secret 
Service, V ito  M icel i ,  once a rrested for an attempted 
coup d 'etat and for i nvo l ve ment  in terror ism . V i to 
M icel i today st i l l  boasts o f  h i s  fr ien dsh ip  wi th  Qaddafi .  
I n  fact ,  M icel i was the  ,me who b l ew a n  attem pted coup 
aga ins t  the Libyan dictator .  And i t  \vas a lso M ice l i  who 
on var ious occas ions  ret u rned to  L ihya terror i s ts  who 
had commi tted cr i m i n a l  acts  on I t a l i an  terr i tory .  

When the scanda l  ex p loded ,  Craxi  d id  everyt h i ng  to 
try to cover it up ,  to the po i n t  o f  accus ing  the  j u dges in  
charge o f  i n vest iga t i o ns--who were act ing  i n  a m i ne 
fie ld o f  a thousa n d  perso n a l  a n d  po l i t ica l  r i sks-o f 
being corrupt and o f  hav ing  com m i tted act s o f  bru ta l i ty 
dur ing the i n t erroga t i on  o f  the  witnesses .  A s  a po l i t i ca l  
vendetta,  Craxi  got up i n  open pa r l i a m en t  and demand -
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ed that the l a w  guaran teeing the independence o f  mag­
istrates fro m the po l it i ca l  author i t ies be changed .  

The motives for terrorism 
The pro bes of Gel l i ' s  l odge, however , c lar i fied IlTI ­

portant  aspects of t he terror i st destab i l i zat ion that hd S 

gr i  pped I ta l y .  
I t  i s  a co n spi racy o f  frighten i ng d imens ions .  A m o n g  

the  953  mem bers of  t h e  l odge a re members o f  t h e  
po l i t ica l , fin anci a l ,  m i l i tary ,  and  journ a li s t i c  e l i t e  o f  
I ta ly-3 m in isters ,  43 par l i amentari an s ,  1 79 h i g h  o ffi ­
c ia l s  of the armed forces , a l l  the ch iefs of  the secret 
serv ice s .  Ge l l i  openly boasted of  his fr ien dsh ip  with 
former  U . S .  Pres iden t J immy Carte r .  In  fact .  he  w as the 
only I ta l i a n  i n v ited persona l l y  to Carter 's  i n a uguration . 
A m ong the h igh ly-p l aced fri ends  o f  Ge l l i  one  a ls o  fin ds 
the D u ke o f  Kent ,  co us in  to Q ueen El izabeth I I  and  
head  o f  Scott i s h  R i te M asonry . 

Ge l l i  h i m se l f  was  essent i a l l y  a fa i thfu l  servan t  o f  the 
H ouse of Savoy.  Among  his  seized papers were many 
person a l  letters addressed t o  the ex- K i ng of  I ta ly  U m ­
berto of Savoy . There were a l s o  l et ters o f  rep ly  fro m  the 
" k ing" and  the crown pr i nce V i ctor  Em manue l .  which 
pra ise and  apprec iate  the work  of  G el l i .  

Th ere i s  n o  I ta l i an  scanda l ,  subvers i ve  operat i o n ,  
c o u p  attem pt .  o r  episode o f  co rrupt ion i n  wh ich Ge l l i  
and  h i s  c ro n i e s  h a v e  n ot h a d  t he i r  paws .  Bu t  the  
destab i l izat io n operat ion  o f  Ge l l i  had a very p recise 

Spec ia l  Report 25 



goa l :  to convince I ta l ians  that  i t  wou ld  be better to go 
back to the old monarchical  reg ime . Evident ly Craxi  
was considered the right  man for Gel l i ' s  dreams of  
fe udal  and Fascist backwardness . Gel l i  ha t ed  the  in dus­
try and development that had l iberated peasants fro m  
the l ands where they l ived l i k e  s laves ,  red uci ng the 
power and soci al-control base of  the o l igarchy .  Gel l i  
longed for a forced return  o f  youth to the cou ntrys ide .  

In 1 969, K iss inger and  Haig he lped th is  o ld leftover 
of  M usso l in i ' s  Fascism to set up his orga n izati on . Both 
were i n  favor of  Gel l i ' s  ideas ahout desta bi l iz ing I ta ly . 
A fter Kiss inger and  H aig's  meeti ngs with Ge l l i ,  their  
enti re NATO-Tri latera l Commiss ion  network was i nte­
grated in to P-2 .  The resu l t  was the bombs of M i lan  in 
December of 1 969 when 1 6  people were k i l led ,  and  a 
series of  eq ua l ly  b loody episodes that I ta ly  scarcely 
survived . Haig, the friend o f  Gel l i ,  and Ha ig ,  the friend 
o f  Crax i .  are two perfect ly  coherent aspects of  a s i ngle 
strategy . 

The chapter regarding relat ions  between H aig  and  
the  P-2 was  forci bly c losed when  a dossier o n  H aig 
fo und  among Gel l i ' s  papers i n  h i s  vi l la was s udden ly  
classi fied u n der  pressure from the U . S .  S tate Depart­
ment . 

M eanwhi le ,  in format ion poured o ut in the press that 
P-2 men had d i rect ly  fi nanced C raxi . Ge l l i ' s  ban ker ,  
Roberto Calvi  of  the Banco Ambros iano ,  h as s ince 
con fessed to Ita l i a n  courts that he turned over severa l 
b i l l ions  of  l i re to the PSI  v ia Swiss  banks .  The PS I  i s  
s t i l l  heav i ly i n debted to the  Banco A m b ro s i a n o ,  a 
s uspected cen ter of recyc l i ng o f  the profi ts  from i l l ic i t  
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act iv it ies through its Swiss  correspo ndent s .  
Why d id  Gel l i  choose Crax i  as  h is new M usso l i n i? 

Precisely beca use Crax i  guara nteed the total d i sruption 
o f  society that  Gel l i  was  trying to achieve. Gel l i  wanted 
to i n duce mass  psychos is  in  the I ta l ian  population ,  to 
fo rce i t  to start scream ing  o ut of  fea r  for a cha nge in  
pol i t ical  reg ime,  even for Fascism and  the monarchy 
agai n . 

The ent i re I ta l ian  popu lation  was subjected to a 
process o f  tortu re ,  so that  it wou ld  renounce its own 
ident i ty . Gel l i  favored cri mina l i ty ,  immoral i ty ,  terro r­
i sm ,  corrupt ion-anyth ing ,  as long as it led to a c lamor 
for a man who cou ld  "guaran tee governab i l i lty . "  And 
th is  was ,  in  fact , Crax i ' s  watchword-"governabi l ­
ity" -sec urity against  the rampant chaos .  

Craxi and Qaddafi 
The idea that Craxi  is a b ulwark against  communism 

is  fa lse ;  exactly the opposite i s  true .  I t  is  eno ugh to  
cons ider that  among the h ig hest leaders of  the  PS I there 
are men l i ke Riccardo Lombar i ,  a m an l i n ked to the 
I n st it ute for Policy Stud ies in Washingto n ,  D . C .  and 
s uspected of  being  a KGB agent .  Lombard i  was one  of  
the  to p l ea ders of  the  so-ca l l ed " Pa rt isans fo r Peace" 
together with the notor io us K G B  agen t I ta l i an  Com­
m un ist  Party leader Secch ia .  For years ,  Lombardi  had 
a n  o ffice in Prag ue from which he  d i rected vast s ubver­
s ive act ivit ies ,  on beha lf  of the m ost ext rem ist ,  reck less 
fact ion of the Sov iet Pol i tburo ,  that of  M i kha i l  Suslov 
and Boris  Ponomarov . 

But there is m ore. A n d  it i s  not  a s imple  q uest ion of  

EIR October 6 ,  1 98 1  



the close relat ions  between C raxi  and Romania ' s  Ceau­
sescu .  Craxi  is  a grea t fri end  o f  L i b y a .  As  we have 
al ready seen , fo rmer Soci a l i s t  M i n i ster of Foreign Tra de 
M anca i s  i n  e ffect an age n t  of the L ibyan  govern ment .  
A fter Qaddafi s trongly i n t im ated las t  year  that  I ta ly  
shou ld  s top i nvest iga t i ng Tr ipo l i ' s  t i e s  to I ta l i an  terror­
i sm,  M anca ret u rned from a tr ip  to L ibya  a n d  an­
nounced to the govern ment  i n  h i s  o ffi ci a l  capacity that 
i t  would be better t o  le t  Quddafi have h i s  way , beca use 
otherwise  Libya wou ld  c ut off I ta ly ' s  o i l  s upp l ies .  

Another freq uent v i s i tor  to  L i bya ( i t  seems that he 
goes to get  h i s  orders once a wee k )  is  the secreta ry of 
the Socia l ist trade union confederat ion ,  U I L , G iorg io  
Benven uto .  Benvenuto i s  Crax i ' s  cand idate to become 
Soc ia l i st Party secre tary ,  once Crax i i s  e l ected pr ime 
min ister .  

But  the most  te l l ing case of t he t ies  between t he PSI 
and Qadda fi was the fa mous  B i l l ygate scan da l .  B i l ly 
Carter's t r ip  to L ibya  was o rgan ized by  a lawyer from 
Catan ia ,  Sic i ly ,  PSI  mem ber M i chele  Pap a .  Papa,  t ied 
c losely to the drug m a li a ,  such as the Bada lament i  cIan, 
i s  act ive ly propagat ing  "Qaddafi Tho ught" i n  Sici ly at 
this very momen t .  H i s  dec lared purpose is to  annex 
S ic i l y  to L ibya ! Papa has o ffe red severa l t i mes to sen d 
terror ists  t ra i n ed by h i m  to L ibya to fight  a lo ngs ide the 
army of  Qadda fi .  

The ent i re Papa operat ion shou ld  b e  seen i n  the 
framework of  the Med i te rranean strategy of  the Socia l ­
ist  I nternat ion a l .  Craxi  i s  the swordpoi nt  of  th is  st rate­
gy, which consists  of  i m pos ing  zero growth an d m i l i tary 
adventur ism on  the coun tr ies of nort hern A frica and  the 
M i dd le  East . The Soci a l i s t  I n ternat iona l ' s  targets are 
moderate countries l ike Saudi Arabia and Egypt . 

N atura l ly ,  Qaddafi plays a k ey ro l e  i n  th i s  mad 
desi gn .  A n d  i t  i s  for th i s  reason that even after Qaddafi 
threatened to bomb the n uc lear weapons  ins ta l la t ions  
o f  the American army in  S ic i ly ,  the  P S I  da i l y  A vanti  

con t in ues to  ins ist  on the need to  have re la t ions  with 
Li bya . 

Craxi and GIobal 2000 
Craxi is the b iggest support er in I ta ly  of the Global 

2000 Report . the genoci da l  proj ect of the Carter admin­
i st ra t ion that  "predicts "  the mass ive red uct ion  o f  wor ld  
popu la t ion  over  the next  two decades .  Global 2000's  
ch ief  I ta l ian spokesm an ,  Luig i  De M a rch i ,  pub l ic ly  
boasts that he  i s  back ed by Crax i  and  C rax i ' s  econ omist ,  
Fran cesco Forte . Professor De  M a rch i  demands  the 
reduct ion o f  I ta ly ' s  popu l a t ion  by two-t h i rds  and  ma in ­
ta ins  t h a t  "mora l i t y  ca n be  changed i n  i nd iv idua l s ."  

Crax i ' s  econ o m ic po l i cy en sures t h a t  the  project ions  
o f  the  Glohal lOOO proj ect  a n d  the ear l i e r  gen oc ida l  
forecasts o f  Aure l io  Pecce i ' s  C l ub of  Rome wi l l  i n  fact 
occur .  When. PS I l eader  M ancin i was M i n i ster for the 
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M ezzogiorno (southern I ta ly) ,  he used the funds  at his 
d i sposal  to fi nance the M a fi a ,  and th i s  backward region 
did not m a ke a s ingle step forward toward p rogress . 
But  i f  Crax i  i s  e lected pr ime min ister,  the situation wil l  
b e  m uch worse . A l ready,  the handwri t ing i s  o n  the wal l .  
Soci a l ist  M in i ster o f  State H o ld ings  Giann i  De M ichel­
i s ,  one o f  the godfathers o f  terrori st Toni Negri , has 
a l ready succeeded i n  a lmost  com pletely destroying the 
state sector .  De M iche l i s ' s  po l i cy o f  lay ing off state 
sector employees is rap id ly  d i smant l ing the industrial 
patr i mony that the great Ch rist ian Democratic i ndustri ­
a l ist  Enr ico M attei left to I ta ly .  

The deindustr ia l izat ion po l i cy goes  hand  in  g love 
with a fronta l  attack on the un ions .  Craxi  i n tends to 
force the I ta l i an labor  movement to accept the abol i t ion 
o f  i t s  cost of  l i vi ng esca lator ,  an d ,  i n  effect,  a l l  social 
services, from the hosp i ta l  system to the pension system , 
wh ich i s  rapi d ly  converg ing on  ban k r uptcy . U nemploy­
ment  has a l ready reached-and these are j ust the  o fficial  
fig ures-2 m i l l i o n .  

T h e  part of t h e  I ta l ian  econ omy st i l l  i ntact i s  the 
drug m arket and the " b lack economy ."  

I t  i s  on th i s  base  that  Craxi  i s  prepar ing to become 
pr i me min is ter ,  with Pres ident  Reagan ' s  benedict ion . 

C r a x i  h as re ady  h i s  packet  o f  " re fo r m s  o f  the  
Const i t ut ion"  that  w i l l  a l l ow  h im to govern by decree. 
F i rs t ,  the end of  par l iament  as a center of actua l  power; 
then the end of t he i n dependence of the magi stracy; and 
fi na l l y  a ser ies  o f  measures to  create the condit ions for 
a "strong"  govern ment . Th i s  i s  what  C rax i ,  i n  Orwel l i an  
language ,  ca l l s  "The Great  Reform . "  
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India's industrial growth 
regains its momentum 
by Daniel Sneider, Asia Editor 

Indian Prime Min ister Indira Gandhi, as a leader of both 
Third World nations and the Non-Aligned movement, 
will be one of the most important heads of state present 
at the Oct .  22 North-South summit at Cancun, Mexico . 
Along with Mexican President Jose Lopez Porti l lo and 
such leaders froln the developed world as President 
Reagan and West German Chancel lor Helmut Schm idt, 
Mrs .  Gandhi wil l  bear the responsibility of making this 
session of the world's top leaders a fruitful step in reshap­
ing international economic pol icies toward growth and 
industrialization .  

As the prime minister gave me this  interview on Ju ly 
30 in New Delhi, the enemies of those policies took two 
dangerous steps .  The first is the seemingly uncompro­
mising decision by the Reagan administration to supply 
an unstable  mil itary dictatorship in Pakistan with a $3 
billion arms package, including sophisticated F- 1 6  fight­
er aircraft. The danger of war-in the eyes of scenario­
makers in London and Washington a "l im ited war" on 
the Indian subcontinent-is in the air here. People are 
quick to recal l  that current developments parallel the 
1 97 1  period, when the United States, China, and Paki­
stan carried out ajoint strategy to throw the subcontinent 
into a bloody confrontation .  With this analogy in mind, 
Mrs .  Gandhi succinctly put the current regional situation 
in the following terms :  "Our concern is not j ust our 
concern . We see the problem in the larger context of  
world con frontation ." 

Equally disturbing has been the announcement by 
U.S.  Treasury Secretary Donald Regan that the Ameri­
can admin istration sti ll has "serious questions" about 
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the extension to India of a $6 bi l lion credit by the 
International M onetary Fund. With a threat of a U.S .  
obstruction of this loan ,  on the eve of the  Cancun meet­
ing, India is faced with hard choices . 

There is no doubt, that despite a l l  these odds, as the 
world' s  largest democracy and one wh ich is committed 
to "independent" economic and political pol icies, India 
under Gandhi is something of an example for other 
developing countries. I t  is the country that on its own 
launched satell ites into space; it has built its own nuclear 
plants; it has a growing cadre, the th ird largest in the 
world, of scientists and engineers. With a sizeable indus­
trial capacity, with a large population ,  I n dia has accom­
plished a goal many in the Third World aspire to : agri­
cultural sel f-sufficiency ,  albeit at a lower level of con­
sumption .  

Getting over the 'economic hump' 
Not many countries in the Third World would 

voluntarily follow the "China model" of  forced popu­
lation control and rura lization.  Quite a few ,  however, 
look at India' s j agged but persistent victories aga inst its 
economic problems as a model for their own nation­
building efforts. From this standpoint, the remarkable 
improvement of  industrial and infrastructural capacities 
in this country during the last year and a half hera lds a 
period in which India could experience susta ined eco­
nomic growth,  if international economic factors do not 
weigh to the contrary . From mid- 1 977 to 1 980, India 
had in power what was known as the Janata Party-Lok 
Dal regime-a motley mixture of  leftists , rightists, and 
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Mrs. Gandhi meets Indian Muslims in Srinagar. the capital of Jammu and Kashmir. 

outright Wor ld Bank  agents ,  who pres ided over r i s ing 
com muna l  d isorder and  v io lence, and economic  down­
turns in  a l l  key areas of  production . 

The Gandh i  government  can po i n t  to some s ign i fi ­
cant success i n  the past 1 8  months o f  i t s  return t o  
government .  The k ey sectors of  coa l .  power ,  and  t rans­
portatio n ,  which had reached a s tate  o f  cr i s i s  d ur i ng  the 
previous  reg ime, were tack led head on ,  w i th the pr ime  
m i n ister tak i ng a d i rect ro le  i n  oversee ing the i r  prod uc­
t ion . Coal prod uct ion ,  wh ich had bee n stagn a n t  dur ing  
the previous th ree years, i ncreased by  1 0  m i l l i o n  tons  
( to  1 1 5 mi l l i on  tons) l ast year and wi l l go  up ano the r  7 
to 8 mi l l ion tons  th i s  year .  Tota l  freigh t  ton nage moved 
by the rai lways,  the pr inc ipa l  transport method,  wh ich 
had dec l ined each year o f  the prev ious  reg ime ,  has  
i ncreased rapi d ly ,  up 1 6  percent i n  the  fi rst q u arter o f  
the current fi scal year .  

Those im provements have contr ib uted to  so l i d  im­
provement i n  electricity product ion ,  wh ich in the fi rst 
four months of  this fi sca l  year rose 1 7  pe rcent  over the  
prev ious year .  This  i s  partly a res u l t  of  improved 
capacity u t i l izat ion and ( l ess so ) of added capaci ty . A 
foreign v is i tor fi nds  th i s  to be one o f  t h e  most  ev ident  
changes:  las t  yea r ,  power cuts for hours  on end were  a 
da i l y  phenomenon i n  a l most  a l l I n d i a n  c i t i e s ,  i n c l ud ing 
the capita l .  

A l l  th i s ,  part icu la r l y  the  avai l ab i l i ty o f  power ,  h a s  
contr i buted to  an  8 to 1 0  percent  inc rease i n  i nd ust r i a l  
product ion . I n  the fi rst quarter o f  the  fi s ca l  yea r ,  stee l  

\ production has increased hy 26  pe rcent ; fe r t i  l i fers  by 46 
percent ;  and cement by 20 perce n t .  
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On the agricu l tura l  front ,  performance has  a lso been 
goo d ,  a l though it rema ins  s ubject to weather con di t ions .  
Ear l ier  estimates pu t  the 1 98 1 -82 crop at  a record level 
of  about 1 35 m i l l i on  tons, but a drop in the monsoon 
ra ins  m idway through the ra iny season i n  the Northwest 
breadbasket area cou ld  somewhat lower th i s  figure .  The 

I n dian  government 's  decis iont  to purchase 1 . 5 m i l l ion 
tons of  w heat fro m  the U . S .  at a fa i r ly cheap price to 
bo lster grain reserve stoc k s  now appears to h ave been a 
w i se measure .  

The state o f  agricu l ture w i l l  a ffect I n d ia ' s  persistent 
i n flat ion . A lthoug h  part o f  that problem i s  externa l ly 
generated,  when the Gandh i  govern ment took office i n  
January 1 980, i n flat ion was r u n n i ng a t  an  ann ua l  rate 
of 23 percent .  The government now says the c urrent 
annua l  rate of  who lesa l e  pr ice i n creases has been cut to 
10 percent ,  a l tho ugh that does not seem to h ave shown 
up  to much effect in the m arketplace .  

The I n dian  economy rema ins  sen s i t ive t o  g loba l  
economic  cond i t ions  wh ich  can act  to s low down,  i f  not  
abort ,  its progress . I n d ia n  exports have not  grown 
suffic ient ly  to m atch the pace of  petro leum pr ice h i kes 
and ri ses in the cost of  imported capita l goods . Some 70 
percent  of  total  export earn ings a lone  goes to pay for 
petro leum products; and  the I n dian  trade deficit  has  
more than doub led s i nce 1 979-80 to over  $5 b i l l i o n .  

T h i s  comes at a t i m e  w h e n  I nd ia  has  ventured o u t  
i n to t h e  commercia l  capita l  ma kets for t h e  fi rst t ime,  
borrowing over  $800 m i l l io n  on  the Eurodo l l a r  market 
last  year at good rates . The U . S .  h igh i n terest-rate 
po l i cy "has rea l ly hurt us ,"  one  sen ior  govern men t 
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Blast furnace construction at the public-sector 
Bokaro steel plant. 

economic official told me. This includes the impact of  
the artificially high dol lar  rate on the Indian trade 
picture . 

This situation brought the Indian government to the 
International Monetary Fund this year to request a $6 
bi l l ion multiyear balance-of-payments credit .  Indian 
government sources , responding to widespread criticism 
and fear of the infamous I M F  "condi tionalities" (par­
ticularly devaluation of the rupee) , c laim that the I M F  
i s  asking for n o  onerous conditionalit ies o f  any kind . I n  
part, critics o f  the loan say, this i s  because the govern­
ment has already moved to ca rry out certain measures 
aimed at reducing the budget deticit ,  anticipating I M F  
demands . Those critics point out that in the first year of  
a similar balance-of-payments credit to neighboring Sri 
Lanka, no "conditional ities" were expl icit ly attached, 
but last year the money was cut off midway when Sri 
Lanka turned down I M F  "advice ."  

I t  is possible that the I M F  is  withho lding harsh 
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demands, knowing full  well the Gandhi government 
will ·not accept them at this time .  I suspect that the I M F  
is wil l ing t o  wait and then move i n  for the squeeze, as 
part of the regular review of the avai labi lity of  the credit 
installments under I M F  procedures . Such a circum­
stance, some Indians have concluded, would be part of 
a long-range effort to destabil ize the Gandhi 
government. 

Political stability for now 
For it is  under such circumstances that the political 

stabil ity and widespread support which the Gandhi 
Congress Party government now enj oys could be under­
mined . At the moment, the Congress has an unchal­
lenged two-thirds majority in the parl iament and con­
trols most of  the state governments .  Mrs. Gandhi is the 
key to this situation:  she i s  respected and loved through­
out the country, even when and where the Congress 
Party is not. But it can a lso be said that her own 
personal strength hides the weakness of the party ma­
chine, although the Congress remains, as the inheritor 
of the national independence struggle, the only a l l - India 
pol itical party of any sign ificance. 

The opposition is split into a mU ltip lying number of 
parties, many of them little more than shel ls  for one 
political figure or another. What had conglomerated 
into the Janata Party to form the previous regime has 
predictably broken up into i ts constituent and usually 
squabbling parts . Within this mess are two parties 
which must be seen as present and future threats to the 
stability of the country . 

On the right is the RSS, the extreme quasi-fascist 
Hindu chauvinist organization which has been exposed 
many times, including in a recent court inquiry into 
riots last year in Jamshedpur in eastern India, as 
responsible for sparking "communal" (Hindu versus 
M uslim) vio lence in the country .  The RSS seeks cover 
under the Bharatiya Janata Party (BJP) ,  formerly the 
Jan Sangh party, which had been the contro lling ele­
ment in the previous Janata regime. 

The RSS's counterpart and open co l laborator on the 
left ,  is the Com munist Party. of I ndia-M arxist (CPM), a 
split from the pro-Soviet CPI  in the early 1 960s: essen­
tial ly a mixture of Maoism and social democracy in its 
outlook ,  it heads two state governments in its tradition­
al strongholds of West Bengal and Kerala.  Neither the 
CPM nor the RSS has the national strength to hold 
power at the center. They remain a danger to I ndian 
political stabi lity . 

The Gandhi government, however, is capable of 
meeting such challenges . The key remains the economic 
situation and abil ity of the government, even under 
internationally adverse cond itions, to effect ively mobi­
lize the resources for the country and accomplish well- , 

concei ved national econom ic goals .  
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Interview 

Indira Gandhi discusses domestic 
recovery and international tensions 
Sneider:  You.r government has been in power for a l i ttle 
more than a year and a half. At this point how do you 
assess its achievements and what do you see as the major 
problems that  must  be dealt with in the immediate period 
ahead? 
Gandhi : Our problems are more or less the same. They 
don't change in importance and they are largely econom­
ic.  When we came back to power we found the economy 
in absolute shambles and it has not been easy to pick up 
the pieces . I t  was not j ust that things had stopped mov­
ing, but the most important part; that is ,  the infrastruc­
ture ,  had been damaged . 

Now that we have been able to build up we've made 
good progress in power, steel ,  coal . Some things have 
not been so good, like cement, which is very short. 
Industry has also picked up. Our industrial production 
has increased by I I  percent in this last quarter, April to 
June. Of course, there were increases before that as wel l .  

Generally also, among scientists, among the officials, 
the mood for work wasn't  there. Firstly, the scientists felt 
that nobody was interested in them anymore. We have 
been able to revive their �nthusiasm .  I think the bureauc­
racy is also now functioning better although I would say 
much needs to be done. 

Of course our economy is so largely dependent on 
rainfal l .  This year the monsoon rains started very hope­
fully but it has not rained in this month. And that is why, 
as a measure of what the lawyers call "abundant cau­
tion," we've decided to buy some wheat. Now we may 
not need it, but we thought it better to have it rather than 
be in a panic if something went wrong. We thin k that, as 
things are today, stocks are sufficient .  

There is a lo t  left over from the  previous regime which 
is partly due to their own ideas and partly due to the 
world situation. For instance, violence and crime have 
grown all over the world, especially in the United States 
and some other parts of the West .  And that has an 
influence here-you read about it and so on. But apart 
from that, the government here previously-they be­
lieved the stories they themselves had invented . Therefore 
they announced that many people who were arrested for 
antisocial activities were "pol itical prisoners ." So they 
were released and dacoits [bandits] even had functions 
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arranged i n  their honor and what not .  I mmediately after 
that, of course, dacoitry increased tremendously-I 
mean,  in their [the Janata regime'S] period.  

I think that the overall law and order situation has 
improved somewhat . But the isolated cases-bank rob­
bery-this is still very m uch there . We haven ' t  got it 
under control. In smuggling activities, many of these 
people who had been curbed were let loose. We haven't 
been able to do as much as is necessary in order to reduce 
the burden on the ordinary people and improve the 
economy. There are certainly hopeful signs such as the 
fact that we have found more o i l .  

Sneider :  On the politica l scene, the  Congress Party has 
widespread support . You have a large majority in the 
parl iament . In the opposition,  however, it appears to 
me at least that there are only two forces that have any 
kind of coherence at all . That's on the right wing, the 
Rastriya Swayamsevak Sangh [RSS] ,  or the Bharatiya 
Janata Party, and on the left wing, the Communist 
Party of I ndia-Marxist [CPM] .  Do you see a danger in 
the future, perhaps under conditions of  economic stress, 
of a de facto convergence of  left-wing and right-wing 
extremism that could pose a threat of destabilization? 
Gandhi : Well they did combine in the three years I was 
out [of power] .  The Marxists we;e fu lly supporting the 
Janata Party, of which the strongest component was the 
Jan Sangh . And within the Jan Sangh itself, the RSS is 
the most mi litant, and they were occupying most of the 
positions of power. So that is not j ust a danger in the 
future-we have faced it. 

I was talking to a member of the CPM and I said, 
"Why are you sort of encouraging the rightists?" He 
said, "Well ,  I know they will disrupt and ruin the coun­
try , but they won't  be able to touch us." It's that sort of 
attitude . 

Sneider : There is a lot of talk in the press here, also in 
the West, about corruption.  This cry is raised all the time . 
Do you see in this fury, this attention to the question of 
corruption ,  that  th is  may be part of  a wider type of  effort 
to create conditions of instability in the country? 
Gandhi : It is an effort to try and weaken the government. 
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There's no doubt about that. Corruption exists practical­
ly everywhere-all over the world. 

In my previous regime we had managed to curb it to 
a significant extent.  We hadn' t  eradicated it, but it was 
much less. But again ,  in the Janata Party regime it was so 
open that people got the feeling that this corruption is 
something that can be done. The newspapers didn ' t  p lay 
up anything that they did.  Occasional ly ,  if something 
was against Charan Singh it came up, but not as a 
campaign, as it is against us.  But people thought there 
was nothing wrong in it .  You cannot sudden ly stop 
corruption-I'm not j ust talking about the big people 
but all levels .  But we are trying to curb it .  

Personal ly, whenever I 've found something wrong, 
I 've a lways taken action .  But a lot of  things people shout 
about are not always what they say. 

Sneider : You have already anticipated one of my ques­
tions on the economic s ide, which is on the grain import 
question. Some people have said that if more aggressive 
or tougher measures were undertaken to curb hoard­
ing, the speculative activities of traders would have been 
sufficient to build up stocks rather than import grain .  
How do you respond to that? 
Gandhi : Maybe we would have got a little bit more but 
we really bought it when we saw that the grain had 
already gone out [into the market] . 

We have found grain through raids but they usual ly 
spread it out in such a way that it is  not found in one 
place. You cannot go and raid farmers and people like 
that. That 's  a question of the same people, when action 
has been taken , they have shouted and said, this should 
not be done, the same people !  

Sneider :  Another issue that has been quite controversia l  
is the loan, the a lmost $6 bi l l ion credit, you are seeking 
from the International Monetary Fund.  Are you worried 
that the I M F  might try to impose conditiona lities on 
India, as they have in the past, and with other developing 
countries which . . . .  
Gandhi : Well they haven't  in our discussions.  We are not 
going to deviate from our national ly accepted, passed by 
parliament, policies . There' s absolutely no room for 
doubt on that at al l .  No matter what . 

Sneider : What is the logic of  seeking such a large credit 
at this time? 
Gandhi :  We need money. This is the ti me when we can 
get on our feet .  I think that all these institutions wi l l  tell 
you that we're one of the few countries which has used 
everything we've got to very good purpose. If we become 
much more self-reliant, we can be a help-I mean that we 
won' t  be a burden on others at a l l .  Whereas, j ust a little 
bit now and then-that doesn 't  help you get over the 
hump. 
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When we came in [to power] we found this tremen­
dous b udgetary deficit left by the Janata Party and the 
Lok Dal government. Even for these basic infrastructural 
things we j ust don' t have the money and everything is 
dependent on that.  

Sneider : You've spoken often in recent months about 
the dangers of  war on the horizon , of big power rivalries 
imposing themselves on this region.  I think it is  also fair 
to say, looking around the world these days , that these 
dangers are by no means confined to South Asia. What 
do you think is the source of this danger and how can 
India respond to it? 
Gandhi : There is no one source. It is a general attitude of 
most people to pursue what they consider to be their 
immediate national interests , even if  they are not in the 
long-term interests of the world, and therefore them­
selves . 

For instance, if the developed countries squeeze the 
developing countries as we are being [squeezed] ,  where 
do they sell their goods? They can't  have it both ways.  
We are the natural markets , but i f  our people don't have 
the purchasing power then obviously the West will be hit 
also.  As they are-unemployment and so on .  The U .S .  
seems to  have solved this problem by  giving dominance 
to the armaments industry . 

That creates a different sort of problem because it 
affects us economically . It brings the arms race to us and 
it increases tens ion, confrontation . With everybody 
trying to go one higher, nobody knows where it will �nd .  

Sneider:  I n  the past few weeks there has  been a flurry of  
diplomatic activity in the region-American envoys 
coming to Pakistan and India, Soviet Deputy Foreign 
Minister Firyubin coming to both countries, the Afghan 
foreign minister was j ust here recently. A lot of this is 
focused around the Afghanistan situation.  Do you see a 
serious possibi l ity for real negotiations toward a political 
solution to the Afghanistan issue and related problems, 
or do you think the Zia regime in Pakistan,  for example, 
is  simply using diplomatic tactics to speed up the U .S .  
arms deliveries? 
Gandhi : Firstly,  obviously there can only be a politica l 
solution . Secondly, I think that Pakistan does not want a 
solution .  They think that what is happening now is 
advantageous to them, and they have been, and are 
taking maximum advantage of it to get mi litary, eco­
nomic, and moral support. Certainly this is part of te l l ing 
the U . S .  that if  you don't hurry up or you don't help us 
more, then we wi l l  go to somebody else. They've [Paki­
stan]  always done that. 

Sneider : What is your sense of  the Soviet view? Are they 
growing impatient with the situation? Are they wil ling to 
keep m aking o ffers and wait? 
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Gandhi : I b e l i e v e  t h a t  t hey w o u l d  l i k e  t o  t a k e  o u t  t h e i r  
troops . I t ' s  n o t  i n  t he i r  i n terest  t o  re m a i n .  W h y  s ho u ld 
thei r t roops  be e n g aged t h e re? Therefo re t h ey a re i n  
favor  o f a  s o l u t i o n .  

Sneider :  B u t  i f  t h e  Pa k i s t a n i s wo n ' t  m o ve ,  t h e n  w h a t  
h appens') 
Gandhi :  W e l l ,  b eca u se of w o r l d  o p i n i o n  t he y  [the Sovi ­
ets ]  k eep o n  t ry i n g ,  that ' s  a l l-i n t h e i r  o w n  i n te re s t s ,  a s  
we l l  a s  w o r l d  o p i n i o n . 

Sneider :  A s  y o u  k n o w ,  t h e  U . S .  C o n gress i s  g o i n g  to be 
h a v i n g  hearings in a few days  o n  t h i s  ra t h e r  m a s s i v e  

tra n s fe r  o f  U . S .  a r m s  t o  P a k i s tan  p ro p o sed b y  t h e  ad m i n­
i s t rat i o n . W h i le  t h e re a re a few v o ices  o f  c o n ce r n  i n  t h e  
U . S .  a b o u t  t h e  w i sd o m  o f  s u p p l y i n g  s u c h  sllp h is t i ca t e d  
a rm s ,  l i k e t h e  F- 1 6  a i r c r a ft ,  to  w h a t  I t h i n k  m a n y  peo p l e  
w o u l d  a g ree i s  a n  u n st a b l e  a n d  u n po p u l a r  m i l i ta ry d i c -
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t a t o r s h i p  i n  P a k i s t a n ,  t here  a r e  n o t  m a n y  pe o p l e  w h o  

u n derst a n d  c l e a r l y  I n d i a ' s  co n ce rn s .  
Gandhi : O u r  c o n cern i s  n o t  j us t  o u r  o w n  co n ce r n .  W e  
s e e  t h e  p ro b l e m  i n  t h e  l arger  c o n t e x t  o f  w o r l d  co n fr o n ­
tat i o n  a n d  b r i n g i n g Pa k i s t a n ,  w h i c h  a ft e r  m a l i g n i n g  t h e 
n o n - a l i g n e d  movement  for m a n y  years , h a s  dec ided to 
j o i n  i t .  N ow we fee l  i t  is  b e i n g  d ragged . . . .  

Sneider : B a c k  i n t o  a n  a l l i a n ce? 
Gandhi : W e l l ,  i f  n o t  act u a l l y  b ac k , at l e a s t  i t s  a t t i t u de i s  
a b i t  o n e- s i ded . 

Sneide r :  T h e  U . S .  a d m i n i s t ra t i o n  c l a i m s  I n d i a  i s  a l ready 
e n g aged i n  a n  arms b u i l d u p .  that  i t  has  m as s i ve s u pe r i ­
o r i t y  . . . .  
Gandhi : N o t  a t  a l l .  T h a t ' s  a b s o l ute  n o n se n s e .  O b v i o us l y  
we h a ve t o  keep u p  t o  d a t e .  A n y bo d y  w h o  i s  res p o n s i b le 
fo r a co u n t ry ' s  d e fe n se c a n n o t  i g n ore  t h i s  q u e s t i o n . J u s t  
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as before, when President Eisenhower gave the arms [to 
Pakistan] ,  both countries were more or less at a level . 
Now suddenly, the U .S .  mil itary aid to Pakistan has 
brought them a decade ahead o f  us .  Of course our 
defense people were frantic and we tried to catch up­
and we did catch up . 

Now exactly the same thing has happened now. 
Whereas we are stil l in the 1 969-70 range, they have 
moved on to ' 79 .  

Sneider:  I think people d o  not understand-they make 
these comparisons without ever mentioning that India's  
defense and security requirements must encompass, after 
all, not only potential aggression from Pakistan , but also 
from China . . . . .  
Gandhi : Not only that. We have a very long coastl ine. 
We had not given m uch thought to it ,  but now we feel 
that has to be protected j ust as much . 

Sneider : I f  you look at the U .S .  arms sales to Pakistan,  
and the potential arms sales to China,  there is certainly 
a developing military relationship between the U . S .  and 
China.  In addition, developments in Bangladesh por­
tend perhaps a turn to an I slamic military government 
that would be quite close to Pakistan . Do you think that 
this represents a potential  for encirclement? 
Gandhi : I don't like the word "encirclement," but it is  
true that people are trying to isolate India. We think that 
is just as dangerous as giving arms to anyone. 

They are willing to give up al l  the things they've been 
shouting about for so long, about nuclear energy and so 
forth, so far as Pakistan is concerned . And they're not 
bothered that China has had so many n uclear explosions 
and presumably has large stockpiles as well-that 
doesn't bother them at a l l .  But everybody sti ll comes 
and tells me it was wrong of I ndia to want to have a 
peacefu l  nuclear explosion .  

Sneider : Mrs. Kirkpatrick, the U .S .  ambassador to the 
United Nations, was recently here. She is the first high­
level Reagan administration official to visit India. And 
you had an opportunity, a long with other officia ls ,  to 
talk to her. Do you think that she came away with a 
better understanding of the Indian viewpoint; and what 
do you think are the prospects for Indo-U .S .  relations in 
the current circumstances? 
Gandhi : If I can answer the second part of your question 
first. We shall continue to try for better relations and 
deeper understanding. I think you' l l  have to ask her 
whether she has a better understanding or not. 

Sneider : My sense is ,  as an American and someone who 
has been here a number of times, that there is an incred­
ible gap in American understanding or abil ity to see what 
India . . . .  
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Gandhi : Because they have set ideas, they have very set 
ideas . Initially the word "socialism" put them off; why 
did we want to be socialists? .Now we haven 't  moved 
terribly far in that direction, as everybody knows, and 
they know our difficulties . Many of the steps which were 
criticized at that time [the 1 950s] have been fo l lowed in 
other parts [of the world],  and by people who openly 
follow the capitalist system . I think that that sort of 
suspicion has l ingered on. And of course their assessment 
of their global interests. 

Sneider:  Which does not include India? 
Gandhi : On the contrary, they feel that India is an ob­
struction ,  they seem to feel that. Now when the Ameri­
cans went into Vietnam, we had not only the Americans, 
but the Australians,  Singapore, al l  these people, tel ling 
us that actually America was safeguarding our interests 
because China was our main enemy.  I don 't  think the 
word enemy was used but something like that-that 
they're saving us from China. 

We were being maligned and criticized because we 
said, wel l ,  China is hosti le to us, it has committed aggres­
sion, but you cannot ignore a country of 700 mill ion 
people, and therefore we are for China's entry into the 
United Nations.  We don't get on with them; we didn't 
have diplomatic relations at that moment-that is we 
didn't have ambassadors-but that has to do with a 
realistic assessment of the situation . 

We were criticized for this-cal led "communists" 
and al l  kinds of things. One fine day we find suddenly 
that the U .S .  is friends with China . Not only do they 
want them in the United Nations, which of course we 
supported fully, but they are now the focal point of al l  
their world strategy, or part of  it .  Perhaps they think it is 
essential to have this in order to keep the Soviet Union 
worried. That is the one reason why I think they would 
share Pak istan's attitude on Afghanistan . 

Perhaps the present U . S .  administration would like 
to see the Soviet Union kept involved in Afghanistan. I 
don't think they'd [U .S . ]  be very happy with their [the 
Soviets] moving out unless Afghanistan were complete­
ly in the Western camp. Short of that I don't think they 
want the Soviets out .  

Sneider:  In October you are going to be attending the 
North-South summit meeting in Mexico . I 'd  l ike to ask 
you a series of questions regarding that. First, what are 
your expectations regarding the meeting? What does 
India see as the main issues to be discussed there? Do you 
intend to stress, for example, the necessity of developing 
countries becoming modern industrial nations through 
science and technology-something which I think India 
stands for in the developing sector? 
Gandhi : I can't say I have m uch hope for Cancun,  except 
that when something has been so negative, any sm al l  step 
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forward is welcome. Our stress will be on trying to help 
developing countries to stand on their own feet . Now 
obviously, for that, science and technology is  a must. 

What science and technology and tech nologica l  
progress we have has to be seen in the context of each 
country's conditions; how m uch you can absorb, and 
what is best for you. In India ,  we are trying, not hard 
enough but certainly I would like to see us try ,  to see that 
this doesn't  destroy any of the old things: We see in 
sCience today that they are accepting the validity of a lot 
of things which were earlier regarded as outmoded . 

Take plowing, agriculture. They said , this Indian 
plow which has existed for centuries, it j ust scratches the 

, top of the earth, and you should have this deep plowing 
with tractors . Now they say that deep plowing i s  what 
harms the soil . So you see you have long-term problems. 

It doesn't mean you go to one or the other extreme, 
but you have to have a middle way, a mixture, which 
improves your soi l ,  yet it improves your efficiency , re­
duces drudgery and wear and tear, and the burden on a l l ,  
especia lly on  women . 

Sneider : Do you have any concrete speci fic proposals or 
issues that you are going to bring up at the Cancun 
summit? 
Gandhi : We certain ly have issues wh ich we wi l l  raise 
there . The main thing is how the developing countries 
can be helped . Because, except for the Scandinavian 
countries, nobody has even kept the 0.7 percent [of Gross 
National Product for foreign aid 1 which was envisaged 
at one time. I think the U . S .  has even less than the 
average-the average is about 0.37 percent.  

Sneider : On the question of science and technology , I 
read your speech at the United Nations Energy Confer­
ence in Nairobi, and also your speech the other day in 
Bombay . There is a sort of fashionable current in the 
West these days, I would say an antiscience antitechnol­
ogy wave, which says, among other things, that devel­
oping countries should not follow the path of the ad­
vanced countries to industrialization, that this is bad . 

Now many people I have talked to here see this as 
just a disguised form of the old colonialism,  keeping 
people in their place. What do think of this? 
Gandhi : It has several aspects . One is what you are 
saying, which was vividly brought to our attention when 
we wanted to have our own steel [plants 1 .  Now we had 
Tata steel but we wanted to have more steel .  This was in 
my father's [lawaharlal Nehru1 time and he rightly felt 
that this should be in the public, that is, the state sector. 

We went first to the United States to say would they 
help us set this up. They said, "Oh no, we won't help 
the govern ment but if a private industrialist wants to 
take it up, we wil l  help . "  We said,  "We' re very sorry, but 
we can't give any more steel plants to the private sector." 
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It  was at a time when we drew our priorities and divided 
them into what was the core sector, and what would be 
left to the private sector, and what would be left to the 
small-scale sector, and so on. It was then that we went to 
the Soviet Union and they said they would help us and 
this is how the Bhi lai and Bokaro steel mills came up. At 
that time no Western country was willing [to help 1 .  

The same thing happened with oil . W e  asked your 
companies if we had more oil apart from the little bit in 
Assam, because that was all we had . After what they said 
was a complete survey, they said , no there isn't any . Then 
we went to Romania. Romania brought in the Soviet 
Un ion-there was a joint effort-and we did firid oil ,  
onshore as well  as offshore. And we are continuing to 
find it .  

At that t ime we were talking about oil and steel and 
all these things, we were told by Western experts and 
others ,  the general public also, in newspapers, that what 
did a poor country like India want with steel? Why do 
they want to have steel? Why do they want to have big 
factories? That argument we absolutely reject . As I said 
earlier, we think science and industry have a great deal to 
contribute. 

Any country, to guard its independence, has to be 
self-reliant to some extent . And if  it's a big country l ike 
India, it has to be to a considerable extent .  Therefore 
either way we're not going to use cars , typewriters , 
railways or whatever-if we are going to use them, it 
doesn 't make sense that we .buy them from the outside . 
We should try to make them even if they are not quite as 
elegant looking as the outside ones .  

In  some spheres of technology, my personal view is 
that we have to go all out to get the latest . Now this is a 
changing picture. It depends on our knowhow, our 
capacity. 

On the other hand, our economic problems and the 
level of living o f  the majority of the people are such that 
we simply cannot say that we are going to have only this, 
because then you can't help the others . For the others 
you want something intermediate; you want something 
immediately , and that can only come about by what is 
known as "appropriate technology ," that is the improve­
ment of what they are using. It doesn't  mean that they 
are bound to it for all time, but until they can get 
something better there is no reason for them to have the 
drudgery. 

Take a bul lock cart . I f  a bullock cart is fitted, as it is 
now in many parts of India, and there is one district 
where you can find every bullock cart fitted with tires . It 
makes an enormous difference-to the bullock cart driv­
er, to the l ife of the cart itsel f, to the animals,  and to the 
roads.  Similarly, now more and more of these mil ls  are 
coming up grinding grain .  'But where there aren't mills,  
the women are still using the hand-pounding machine. 
Of course from the health point of  view the hand-pound-

International 35 



ed gra in  is m uch better but  i t  is very h a rd work for the 
women . If you can fi t that  wi th a bal l  bearing i t  lessens 
the phys ica l energy one uses,  as wel l  a s  the t ime .  

I 'm  g iv ing o n l y  two obvious  examp les,  but  there a re 
so many such th ings ,  sma l l  th ings ,  wh ich  if you  can do 
immediate ly ,  you release that  m uch  energy . We have to 
have a br idge .  

There are some th ings that  we want for a l l  t i m e .  For 
instance take our  hand icra fts .  N o w  I don' t  th i n k  that  we 
shou ld  ever rep lace them by someth ing  e l se . N o t  on ly  
beca use they a re  beaut i fu l ,  but  beca use the  people who  
work i n  those areas,  they a re  m uch more complete people  
than those work ing with a conveyor bel t . 

You have to have a balance in a l l  o f  th i s-you j ust 
can ' t  say I won't have this and I wo n ' t  have that .  That is 
why we are tryi ng to keep a ba lanced pict u re between 
heavy in dustry ,  med i u m ,  sma l l-sca le ,  v i l l age . 

Sneider : Th is bri ngs me to my next quest ion . Lately 
there ' s  been a l ot of  arti cles and repo rts ,  i nc lud ing  the 
World Ban k ' s  A n n ua l  Developmen t Report ,  where again 
you  see th i s  big boom of the China "model ," that Ch ina  
is  t he  economic  model for the Th i rd Wor ld  . . .  
Gandhi : I t h ought that  mood was passed . 

Sneider :  There ' s  a rev i val . Th is  t ime  they say that  be­
cause o f  the pol i cies of  the Ch i nese govern ment ,  is  
scrapping heavy i n d ustry . . . .  
Gandhi : I though they had scrapped i t  before when they 
had those backyard stee l fu rnaces . . .  

Sneider :  Now they say they emphas ize l ight  i n d ustry , 
they are ope n i ng up these "spec ia l  economic  zones ,"  they 
are having a very coercive pop u la t ion  contro l  pol icy . . . .  
Gandhi : That they have .  But  when we had popu la t ion  
contro l ,  every body was  aga i nst i t .  

Sneider : The point  i s  that a l l  of  these t h i ngs a re promot­
ed as what China i s  a great " mode l "  of. Aga i n ,  a l so these 
comparisons  are being made between Ch ina  and  I nd i a .  I 
even saw that o ld  canard recent ly  i n  a co lumn in the 
Washington Post that  there are n o  begga rs i n  the streets 
of  Ch ina  and you can fin d  them in the streets of  I n d i a .  
What do you t h i n k  of  such compar isons? 
Gandhi : Wel l ,  I j u st read an art ic le  say ing  that there a re 
beggars i n  Chi n a .  J ust last  week , a n d  I t h i n k  i t  was i n  a n  
American newspaper, b u t  I ' m  n o t  sure .  They a re hav ing  
unemploymen t r iots . They are  hav ing  s tudent  tro ub les .  
Po l i t ica l ly  they are fa r from sta b le .  A n d  the moment  they 
can,  they are  going to go i n  for heavy i n d ustry .  I f  they 
are not go ing i n ,  i t  is beca use thei r p revi ous  po l i cies 
have fa i l ed co mp letely and  j ust now they can not  afford 
it  from any point  of  v iew.  I don't  k now whether they 
have the sk i l l ed  person nel but they certa i n l y  don ' t  have 
the o ther th ings necessary for i t . 
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WEST GERMANY 

Why Schmidt cites 
the new encyclical 

by Rachel Douglas 

During a three-day par l iamentary debate o f  the  n at i ona l  
budget that co ncl uded Sept .  1 8 , W est German Cha ncel­
lo r  Helmut Sch midt  i nvoked the  j ust-p ub l i shed encycl i ­
cal  o f  Pope John  Paul  I I ,  On Human Work , to defend 
tech no logy-augmented h uman  labor as "the A rc h i medes 
l ever of l i fe ."  Wh i l e  Sch m i dt app l ied the Pope's  reject ion  
of  "pr imi t ive cap i ta l i sm" aga i n st the wou ld-be budget 
s lashers from the German oppos i t ion  part ies ,  his remarks  
were  o f  equal import for the U n ited Sta tes a n d  for 
i n ternat ional  del iberations  on  econo m i c  po l i cy .  

Schmid t  h ad to ld  the  press 1 0  days ear l i e r  that  "na­
t iona l  sel f- help can n ot preva i l  over i n terna t i o n a l  devel­
opmen ts . "  N ow his finance and econom ics  m i n i sters 
h ave suggested that West Germany ,  i t s  cu rrency stronger 
an d t rade balance improved, wou ld  presen t ly  be able to 
decouple  i tse lf  from the devasta t ing  h igh i n terest rates 
i m posed by the U . S .  Federal Reserve.  

As  the Pope and lead i ng po l i t i ca l  j ourna l i s ts  in M ex­
ico have del i neated the oppos i t ion  between h u m a n  tech­
n o logy and no-growth ,  genocid a l  M a l thus i an i sm ,  so the 
Sch midt govern ment  throws the spot l ight  on the i nstru­
ment  o f  eco n o m i c  co l l apse ,  t he h igh i n terest rates o f  Fed 
chief Pau l  Volcker .  These i n terconn ected matters ,  i t  n ow 
becomes certa in ,  wi l l  be central  at th i s  month ' s  Nor th­
South summit  meeting  i n  Cancun ,  M ex ico . 

When he turned to m i l i tary quest io ns ,  Schm i dt aga in  
rebuffed American i n trans igence . The  c h an ce l lo r  s uc­
ceeded both in relat ing sec ur i ty ,  i nc lud ing  feas ib le  levels 
o f defense spend ing ,  to  economic  we l l -be ing and in 
argu ing  for good faith n egot i ati ons  with the U . S . S . R .  

The budget  defen ded b y  Sch midt  emerged from tu­
m ul tuous  debate with in the govern ment  coa l i t i on  of  
Schm idt' s Soc ia l  Democrat ic Party ( S P D) and  the  Free 
Democrat ic Party ( F O P) .  The F O P  fough t for bigger 
spend ing cuts for the domest ic  economy ,  r iva l ing the 
austerity demanded by the oppos i t io n .  B u t  Sch m i d t ,  i n  
par l iament ,  sa id that there cou ld  b e  n o  further budget 
cuts wi thout  caus ing a d i sastro us ,  defl a t i o n ary cr i s i s . 
Whi le  the German econ omy was as hea l thy as co u l d  be 
expected under world recess ion co nd i t ions ,  Sc h m i d t  sa id ,  
he  certa in ly  was n ot go ing  to r i sk  i ts demo l i t i on  by the  
repet i t ion o f  "fore ign experiments"-mean ing  the  t r ib ­
u lat i ons  o f  Br i ta i n  and  the  U . S .  

T o  refute t h e  extreme Fr iedman i te doct r i n es o f  str ict  
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"free-market" economists, Schmidt turned to Pope John 
Paul ,  with whom he met a week earlier in  Italy.  

The chancel lor instru'?ted the opposition parties, the 
Christian Democrats and Christian Social Union,  to 
study the papal encyclica l  as an antidote to the "ideolog­
ical distortions" of  "primitive capitalism ." Such prob­
lems as unemployment, Schmidt explained with reference 
to On Human Work, must not be left to the m arket to 
solve; the role of the state is crucia l .  

Schmidt praised the relatively "responsible" conduct 
of West German trade unions in the face of economic 
crisis in  their industries, using the Pope's definition of 
unions'  "responsibi lity" to defend workers' interests 
without damagirig the country in which they function .  

The basis of  Schmidt's foreign pol icy , he under­
scored, is good relations with the United States, as wel l  
as with the  Soviet Union and Eastern Europe. Soviet­
American negotiations, Schmidt believes, "m ust go 
ahead ." The West German economics minister, Count 
Lambsdorff, predicts a future for Soviet-West German 
economic cooperation that would entail large industria l  
projects in metal lurgy, chemicals, and  energy after com­
pletion of a huge Siberian natural gas development deal .  
The periodical Wirtschaftswoche, which interviewed 
Lambsdorff before his Sept . 23 departure to tour the 
Siberian gas fields, reported that Germany could partic­
ipate in construction of  coal gasification plants in the 
huge new coal district of Kansk-Achinsk . The paper 
added that o i l ,  too, would be a new area for Germany to 
invest in, perhaps in  offshore exploration in the Caspian 
Sea . A 25-year economic cooperation treaty, signed by 
Schmidt and Brezhnev in 1 978 ,  provides the framework 
for many such projects, long beyond the Yamal natural 
gas pipeline. 

'Haig must cease efforts to 
topple Germany's Schmidt' 

by Lyndon H. LaRouche, Jr. 

U.S .  Secretary of  State Alexander Haig, a shameless 
accomplice of  Willy Brandt's Socialist International ,  is 
conspicuously attempting to bring down the social-l ib­
eral (SPD-FDP) coalition government o f  Chancellor 
Schmidt in the Federal Republic of  Germany. 

What Haig is attempting to accomplish is a repeat of 
the process by which Nazi Adolf  Hitler was bro ught to 
power in Weimar Germany. The first  step in bringing 
Hitler to power in Weimar was the action of  Hitler 
backer Hjalmar Schacht in leading the German Liberal 
Party out of  the coalition government with Germany's 
Social Democrats . This brought down the MUller gov­
ernment, and created the sequence of dictatorships lead-
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i ng through BrUning t o  H itler. 
The i ssue then and the issue today are identical .  Then, 

Schacht demanded savage austerity . "BrUning style" 
austerity is the issue on which H aig' s backers have 
already attempted-unsuccessfully-to bring down the 
government during recent weeks.  The "BrUning style" 
austerity is the issue around which H aig's liberal and 
conservative admirers are being mobi lized in  efforts to 
bring down the government.  

True, Schacht's backing of Adolf H itler succeeded 
only because there was a fascist rabble for Schacht to 
support. , Is there an analagous fascist rabble with a 
minority mass basis today? There i s .  It no longer wears 
the color brown , butbears the green banner of "environ­
mentalism ."  The banner of  the Baader-Meinhof terror­
ists , of the stormtroopers earlier, in city streets . 

Like Hitler's Nazis ,  today's German "environmen­
. talists" are not merely irrational philosophical anarch­
i sts .  Like the Nazis they are mobil ized about the mythos 
of the "triumph of  the irrational will" over rationality 
general ly and science and technology in particular . 

Like Hitler's Nazis, they m ust be crushed before they 
achieve political power, not afterwards . 

I f  Haig succeeds in breaking the social-liberal coali­
tion government in  Germany, as Schacht did at the end 
of the ' 20s, the new government wil l  be  unable to rule. 
N ot only are the youth organizations of  the Social De­
mocracy and the Liberals dominated by rabidly irration­
alist "environmentalists ,"  b ut the youth organization of 
the official opposition ,  the Junge Union,  is also dominat­
ed by "environmentalist" voices. 

A new government, without the popular Helmut 
Schmidt, would be at the present. juncture a government 
of  fits and starts, provoking bitter labor strikes at the 
same time the forces of the new fascist hooligans feast 
their strength on the desperation caused by austerity, as 
Hitler's Nazis did during the 1 929- 1 932  period .  

I f  there is any difference between today's German 
"environmentalists" and Hitler's Nazis, today's "green" 
fascists are far worse, far more degenerate morally than 
the Nazis ,  and capable of  far greater crimes against 
humanity in behalf of their absurd doctrines.  Like H itler, 
today's "green" fascists are rabid genocidalists, as evil as 
the genocidalists who early supported Hitler's genocidal 
policies, l ike U .S .  Gen . William Draper . They are sup­
porters of the Club of  Rome and Global 2000 which 
demands genocidal m urder against m any times more 
victims than Hitler succeeded in doing. 

Let us not beat around the bush .  A lexander Haig is 
supporting policies of  genocide based on  those proposed 
by President Carter's Global 2000 Report and by the 
degenerate Gen . Maxwell Taylor of  the Draper Fund, 
established for promoting the genocidal policies of  Gen. 
Will iam Draper . Haig is working to promote fascism in 
Germany, and is  probably fit to be h ung at Nuremberg 
himself. Get that bum out .  
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'You don't want someone 
like him steering policy' 

"A decision must be made, as it is being discussed, to do 
something about the Schmidt problem,"  said a leading 
congressional defense expert with close ties into British­
linked NATO circles.  

"You don't want somebody l ike him steering policy, 
being the spokesman in Europe for NATO interests,"  he 
continued in a discussion late last month, because " ac­
commodation with the Soviets is ' no answer. No real 
accommodation is possible except on Soviet terms .  Cer­
tain people in Europe, in Britain,  and here recognize 
this," he said .  

"Schmidt can be toppled very easi ly," he emphasized . 
"J ust put pressure on him to do things that m ake him 
look like an American lackey and let the left wing of the 
SPD [Schmidt's Social  Democratic Party] take care of 
the rest . The left of the SPD is contro lled by the U . S .  
State Department and similar p laces anyway," he said .  
" If  the  left wing of  the SPD threatens to split, Schmidt 
would be forced to resign . He couldn't rule ."  

Schmidt's replacement ,  our  informant is convinced , 
would be "Kohl  from the CDU as a transitional leader" 
which would "make the all iance more manageable." 

He noted that "the White House is not yet prepared 
to go ahead with this, though give it time. There are 
many people urging . that it be done ." He added that 
"Schmidt's playing hard ball on the NATO question m ay 
prompt some act ion along these l ines ."  

"The questions about U .S .  policy being raised by 
moderates l ike Schmidt are understandable," the defense 
expert admits, referring to his own recent trip to West 
Germany and other European countries where he had 
meetings with "strategic thinkers ."  "U .S. policy wil l  
destroy Europe both economically and militari ly ."  He 
emphasized that it is the lack of  "credible strategic 
leadership" in the United States that has m ade Schmidt 
"so dangerous in this period . "  

"The fact i s  that the other side has a strategic advan­
tage, and the only real question is how we stop the 
Soviets from eventually deploying that advantage . 

"Europe understands," he said, "that the U .S .  cannot 
protect it from the Soviets, that the U .S .  wants to make it 
a nuclear battlefield . . . .  So Europe is shopping around 
for ways to protect itself. They are looking to develop 
their own relationship with the Soviets ."  

I t  is because of  th is  overal l  climate, according to o ur 
source, that ci rcles both in the Un ited States and in 
Europe are act ively plotting Schmidt's removal from 
office . 
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General Zia and his regime 

implicated in heroin traffic 

by Uma Zykofsky 

If the u.s .  Congress approves the State Department 
proposal to give a.. $3 .2 billion package of  military and 
economic aid to the Pakistani government of  General 
Ziaul Haq, the United States may be on the verge of one 
of the biggest foreign policy scandals of  recent years . 
Swept under the rug in Secretary of State Alexander 
Haig's and U ndersecretary James Buckley's enthusiastic 
boosting of the mammoth arms deal is the fact that the 
U .S .  government and international agencies are in 
poossession of evidence implicating the Pakistani mili­
tary junta in  a major threat to American national 
security-the flood of "Golden Crescent" i l legal narcot­
ics into the United States and the nations of its NATO 
allies .  

Zia's  military rule has not merely coincided with 
Pakistan's becoming one of the biggest i l legal heroin and 
opium exporters in the world,  with a phenomenal in­
crease in drug production and stockpiling over the past 
four years . Investigations conducted by EIR have turned 
up extensive evidence linking members of General Zia's 
inner military circle and his own family to the production 
and sm uggling of Pakistani-grown narcotics . 

The State Department's attitude toward these reports 
of Pakistan i narcotics trafficking has been little short of  
bizarre. Mr.  Buckley ,  responding to  queries during the 
Sept. 1 5  hearings before the House Foreign Relations 
Committee, said that he was "concerned" about the 
reports. But not one official of  the Drug Enforcement 
Administration has been called to testify before Congress 
on the aid package. Moreover, the State Department has 
been making an effort to show that the Pakistani situa­
tion is not comparable to the recent Bolivian drug scan­
dal, where the Reagan administration set a policy prece­
dent by cutting off aid to the former regime which had 
some of its top officials profiteering from the il legal 
cocaine trade. 

The evidence shows, however, that the Bolivian com­
parison is right on target. 

Over the past eight months, stories have periodica l ly 
appeared in the press pointing out Pakistan's central 
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location i n  the "Golden Crescent" opium growing area 
(Iran,  Pakistan,  Afghanistan) that has come to compete 
with the Southeast Asian "Golden Triangle" for the 
most lucrative smuggling operations.  Since 1 977 ,  when 
General Ziaul Haq came to power in a mil itary coup 
d'etat against the legally elected prime minister, the late 
Z.  A .  Bhutto, the j unta has had top-down contro l over 
the police and administrative services .  Thus, it is hardly 
credible to state that such an all-powerful regime has not 
been able to break the drug racket. Recently, a U . S .  
diplomat specializing in  the problems of drug production 
in  Pakistan corroborated this assessment when he told 
the New York Times, "Even if  you concede that the 
Government can't do m uch in the tribal areas, there are 
still a lot of poppies being grown in places like Dir and 
Lower Swat, where the Government is  in total control . " 

The following recent accounts in the public domain 
implicate the j unta- and military-run state organizations: 

• Syndicated columnist Jack Anderson and investi­
gators in  his office reported that Pakistan I nternational 
Airlines i s  a known carrier for i l legal n arcotics . I ntelli­
gence reports secured by Anderson revealed that "nar­
cotics networks have become increasingly active with 
PIA ."  He also reported that the State Department has 
k nown about this for several years-and has determined 
to look the other way. PIA is state-owned, and its chair­
man is retired General Rahim Khan . 

• The I ndian daily ,  National Herald. reported on 
April 26 that an International Narcotics Control Board 
official described the junta's en forcement practices as 
"too little and too remote . "  The same article reported 
that in 1 980 alone, "more than a dozen ships of the 
Pakistan Shipping Corporation were intercepted and 
found carrying drugs to the western countries ."  

• As the accompanying article in dicates, Pakistani 
diplomats have been put under heavy survei l lance across 
Europe following repeated instances of army and air 
force people implicated in i l lega l-drug running. 

I n  addition ,  EIR has �ncovered three areas of inves­
tigation into Pakistani  drug-running that have been 
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blacked out of other press and gagged by the supporters 
of General Zia. These include: 

• General Zia's crackdown on the trade union of 
Pakistan I nternational Airlines two months ago; 

• General Ziaul Haq's l inks to the Canadian-based 
corporate front, Space Research (now known as Space 
Technologies), and the involvement of Bank of Credit 
and Commercial International founder, Agha Hassan 
Abedi ,  in this set-up; , 

• A smuggling scandal invo lving gifts Zia was to 
have carried with his delegat ion to the U .N .  in 1 980. 

Pakistan International Airlines crackdown 
Some eyebrows were raised when the PIA airplane 

hijacked from Pakistan to Kabul in  April 1 98 1  counted 
among its passenges three known international narcot­
ics dealers . Not much media attention was given to this 
curious fact, since the spotlight was turned on implicat­
ing the late Z.  A. Bhutto's sons with the hijackers . 

Two months ago , PIA underwent a total reorgan i­
zation under sudden orders from General Zia . H ighly 
reliable sources in the Pakistani exile community report 
that thousands of PIA trade-union militants were 
rounded up because the union executive had resolved to 
expose the fuIl scope of the drug running operations 
going on through PIA international flights, with the 
protection of  h igh-ranking generals .  The union had 
names of beneficiaries, ports of origin and destination ,  
and documentation of the  size of  the  operations .  Press 
censorship of the roundup was so intense that the o':lly 
story newspapers carried was Zia' s version ,  which said 
that the purge was "to end union squabbling and stamp 
out corruption ."  

One law enforcement official who did not buy Zia's 
story pointed out certain changes in PIA which corro­
borate the union's findings . The PIA security branch, 
usuaIly run by a police officer, was put under the 
authority of Brigadier Minto,  a close associate of PIA 
chairman General Rahim Khan and of  Zia himself. The 
job of director of  administration-usual ly a civi lian in  
the  past-was handed to another brigadier, and army 
officers were st�tioned in every PIA office inside the 
country and abroad to identify troublemakers. 

A writ on behalf of the PIA union has been filed 
with the International Labor Organization in Geneva . 

" He who governs the Frontier Province, governs the 
drug trade," a knowledgeable insider in Pakistani af­
fairs told EIR. and hypothesized that Gen . Rahim Khan 
was given the job as PIA chairman on the recommen­
dation of Lt . Gen . Fazle Haq, the military governor and 
martial law administrator of the -Northwest Frontier 
Province (NWFP) .  The NWFP and Baluchistan are the 
two opium and heroin producing areas in the country­
and both have been under tough military rule.  

Fazle 'Haq has particular sign ificance in the drug 
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trade. One of  his brothers, Fazle Hussein ; has been 
wanted by Interpo l  in connection with several cases 
involving drug racketeering in Europe. According to 
Pakistani invest igators, Hussein is a "history sheeter"­
one with more than ten cases pending against him­
which has led po l ice to open a special investigation on 
his personal history . In  Pakistani courts over the last 
few years, the following has been found: 

, • Fazle H ussein was involved in  defrauding a Ger­
man national and a Libyan ambassador when he pur­
chased their homes in Pakistan .  The police found sub­
stantial amounts of  hashish in these houses after H us­
sein  took possession .  

• Several times in the 1 976-80 period,  Fazle Haq 
protected his brother and the family racket. The Kara­
chi police compi led one case where Fazle Haq's cars 
were being used to transport hashish from the Baluchis­
tan area to the port city of  Karachi and in one instance, 
H ussein was stopped with the booty. Fazle Haq was 
believed to be in the accompanying car. 

• The K herpur district pol ice department has infor­
mation on how Fazle Haq secured international fake 
passports for Hussei n's overseas operations.  • 

One of the fi rst moves by the mil itary dictatorship 
after Ziaul Haq seized power in July 1 977  was the 
quashing of  an investigation underway in various police 
j urisdictions into Fazle Haq's brother' s operations.  Zia 
appointed Fazle H aq as both martial law administrator 
and then mi litary governor to the drug producing 
NWFP state, with the full knowledge that his family was 
involved in this illegal trade. Fazle Haq subsequently 
hounded out of the country pol ice officials involved in 
these investigations. 

The friends of General Zia 
Zia's personal involvement in  i l legal-drug opera­

tions has to be examined in the light of  events preceding 
and during his 1 980 visit to the United Nations as a 
spokesman for the Is lamic nations .  The London-based 
Pakistani newspaper, Mussawat. in its Sept . 1 4, 1 98 1  
issue, reported on its investigations into Zia and his 
family during that period. According to Mussawat. Zia 
had planned to carry several marble lamps with him as 
gifts for the Western heads of  state he expected to meet.  

Thro ugh a series of  misunderstandings and mishaps 
in planning, the lamps remained behind in Is lamabad 
airport as Zia's itinerary changed and he went through 
Iran and Iraq before arriving in New York.  Pakistani 
officials of the Federal I nvestigation Agency took pos­
session of the marble lamps and foun d them stuffed 
with heroin . Several arrests were made and a Captain 
Qamar, aide-de-camp to Zia and known as the Gener­
al's "adopted son," was implicated in the case . 

But after Zia returned from his overseas trip,  the full 
weight of  the martial law administrator's office was 
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used to keep Qamar's name out of the press and 
investigation, even though he was the person in  charge 
of the purchase and delivery of the marble lamps.  Many 
of those arrested were released, and big smugglers 
implicated in the case were al lowed to flee the country .  
One of the sm ugglers was Rana Abdus Sattar, a relative 
of the late Pakistani ambassador to Great Britain ,  F. R . 
Khan . Sattar, according to London sources, has been 
involved in drug smuggling using the diplomatic pouch 
in Europe. 

In October 1 980, it also came to light for the first 
time that General Zia had a great deal of interest in the 
activities of a Canadian-based corporation named Space 
Research , which underwent a sudden reorganization 
fol lowing the conviction of some of its officials in i l legal 
arms trafficking in  a Vermont court earlier in  1 980. The 
new head of what became Space Tech no logies, an 
Egyptian-Moroccan businessman and real estate dealer 
named Saad Gabr, is known to be a close friend of 
General Zia.  Another key operative for Space Research­
Space Technologies is Agha Hassan Abedi,  a Pakistani 
banker based in London and the Gulf states who heads 
the Bank of Credit and Commerce International .  ' 

Gabr, the head of a firm that has been under 
investigation for funneling weapons to governments 
i l lega lly, by-passing the U . S .  Mi l i tary Assistance Act, is 
a frequent visitor to Pakistan . Within Gabr's interna­
tional operations is one Gen . Chist i ,  the former m il itary 
governor of Punjab provi nce in Pakistan , and report­
edly Zia's intermediary to Gabr.  

Agha Hassan Abedi ,  another Gabr associate, is  
known in  Pakistan as the "unofficial" finance minister. 
He is  the founder of the Persian Gulf-based Ban k  of 
Credit and Commerce International ( BCCI) ,  and was 
named by the late Z .A .  Bhutto as one of  the people 
instrumenta l in provoking the capital flight and curren­
cy destabi l ization that led to Bhutto's overthrow . 

In the recent period Abedi has become the generals' 
banker. Zia's son Ijaz u l  H aq was given a job by Abedi 
even though Ijaz has no qual ifications in the banking 
field .  Izaj u l  Haq is  married to the daughter of  General 
Rahimuddin ,  the mi l itary governor of  the other big 
drug-growing province� Baluchistan . 

Thro ugh this "inside" channel ,  BCCI was permitted 
to open several offices inside Pakistan and is securing 
various types of investments for the mi litary . For in­
stance, several generals are reported by informed 
sources to be invo lved in real estate purchases in 
Europe, particularly in Spain,  and in  the United States, 
mostly in California. Drug enforcement special ists re­
port that any money from i l legal  drugs could not be 
deposited back into the generals '  accounts inside Paki­
stan, where their earnings are l imited by law. A common 
practice has been to use third persons to purchase land 
on their behal f. 
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Zia's Pakistan: 
gateway to 
opium center 

by Marilyn James 

Since 1 977,  Pakistani President Ziaul . Haq's pleas for 
U .S .  aid have been accompanied by pledges to crack 
down on i llegal drugs . Under the four years of Zia's rule, 
Pakistan has p layed a leading role in the re-emergence of 
Southwest · Asia's Golden Crescent opium cultivation 
belt; is rapidly establishing itself as a morphine and 
heroin refining center; and is a major exporter of i l legal 
drugs for the entire region . 

The Golden Crescent consists of  the opium-cultiva­
tion belt that stretches from Pakistan and Afghanistan 
through the northwestern section of Iran . I t  began a 
marked expansion in opium cultivation with its 1 977 
harvest and steadi ly increased its output until the record­
breaking harvest of 1 979, when an estimated 1 ,600 metric 
tons of opium were produced . 

Western Europe has been the primary target of Gold­
en Crescent heroin, in particular West Germany, France, 
and Italy. On April 8 ,  Joseph Linnemann, acting assis­
tant secretary of the State Department's Bureau of Inter­
national Narcotics Matters (INM), testified before the 
House S ubcommittee on Foreign Operations that the 
heroin from the Crescent "fueled an addiction epidemic 
of unprecedented proportions" in Western Europe and 
"has the potential for affecting our armed forces ."  Be­
ginning in 1 977,  our European al lies-noting the revival 
of  the French Connection-warned that once their pop­
ulations were saturated with Southwest Asian heroin,  the 
traffickers would turn their ful l  attention to the lucrative 
markets in the U nited States. 

The Carter administration took no action other than 
to increase aid to Pakistan based on Zia's promises of a 
major drug crackdown . It is now clear that the United 
States is in the throes of yet another m ajor heroin epi­
demic, a crisis brought about by the influx of heroin from 
the Crescent .  

The 1 979 bumper crop of  poppies m arked the high 
point in the region's opium cultivation. The U .S .  Drug 
Enforcement Administration (D EA) estimated that Pak­
istan's  contribution to that record-breaking opium har­
vest was 700 metric tons; since then cultivation in Paki-

International 4 1  



Drug-running Afghan rebels: part of the Crescent. 

stan has sharp ly  dec l ined .  The DEA est imated that  Pak­
istan 's i l l ic i t  opium h arvest from 1 980 yie lded 1 25 metric 
tons .  an d 1 26 metric tons was expected from the 1 98 1  
harvest . State Department o ffic ia ls  and i ntel l igence 
sources have cited the polit ical  in stab i l i ties of the region 
as the pr imary factor in  br inging down production .  
spec ifical ly the  fa l l  of  the  Shah i n  I ran ,  the Soviet i nva­
s ion o f  A fghan ista n ,  and the massive i n flux o f  A fghan 
refugees and rebels to  Pak i stan ' s  Northwest Front ier 
Provi nce. Reportedly the drop i n  the price o f  raw opium 
a lso was a contr ibut ing factor i n  the cutbacks .  

B ut the dec l i ne  i n  Pak istan i  opium cult ivat ion is  very 
deceptive .  

Short of  an act  o f  God,  it is d i fficu l t  to expla in  how 
Paki stan 's  op ium harvests could go from 700 metr ic  tons  
to 1 2 5 i n  the  space o f  one year ,  un less a del i berate 
d ecis ion were made at the h ighest levels i n  Pakistan and 
implemented through the powers of  the m i l i tary govern­
ment .  Plant ing deci s ions  are not left to the tr ibal  poppy 
farmers;  they are made according to what the op ium 
buyers th i n k  the  ma rket wi l l  bear .  

In the absence of  any reports of  the govern ment 's  
havi ng plowed under  or  b urned a ny poppy fields ,  it i s  
d i fficu l t  to  acco unt  for the sharp cu l t i vat ion drop s imply 
because of the i n flux  of  A fghan refugees in to  the co untry . 
Wi th  a ha rvest of 1 2 5 metric tons ,  Pa k i stan is sti l l  i n  
b us iness .  A t  present  consumpt i on leve l s  i t  takes approx­
i m ate l y  1 50 metric tons of  op ium to supply the g loba l 
addict  popU la t ion  fo r one yea r .  M o re impo rtant ly ,  Paki ­
stan is not i t se l f  a major  opium consumer; the bu lk  of  i ts  
harvests are earmarked fo r export .  What then became of 
the 1 979 bumper crop'? 
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Opi u m ,  as w i th  good w ine ,  becomes more potent 
with age. The D EA has for some t ime thought that a 
maj or port ion of the 1 979 h arvest had been s iphoned o ff 
as a strategic reserve and s tockpi led i n  Pak i stan ' s  North­
west Frontier Province.  L inneman n .  in h i s  Apri l  test i ­
mony,  told the congressmen,  " It has  been estimated that 
if  a l l  the opium present ly stored i n  Pak istan were to be 
co nverted i nto hero in ,  Pakistan a lone could supply the 
Uni ted States ma rket at present U ni ted  States consump­
tion rates for the next 10 years ."  

Pakis tan i  opium i s  predominant ly  g rown ,  stored ,  and  
traded in  the  Northwest Frontier Pro vi nce (NW F P) ,  a n  
area t h a t  l ies between the K hyber Pass (a  w i d e  p lateau 
that cuts horizonta l ly  across both Pak i stan and A fghan­
istan) and the Ch inese border .  This  no-man's land is  
populated  by autonomous ,  sem i n om adic  t ri bes who rec­
ognize no central government 's  authority .  It i s  into this  
area that  the bulk of  the A fghan rebels  an d refugees 
flocked,  and th i s  is w here the guns-for-drugs trade flour­
ishes .  

D EA and Pakistani  law enforcement o ffic ia ls  repo rt 
that the N W F P  is the site of a growing n u m ber o f  crude 
mobi le  refin ing  labs.  Twen ty have been reported operat­
ing in the area  at p resent ,  a n d  they a re capable of 
producing up to 50 pounds  of morph i ne base and/or  
heroin per  month . Some o f  the refi ners have b ro ught in  
European chem ists,  b ut the predominant  i nd icat ion i s  
that  the refiners are  freelancers.  em phas izing production 
of morphine  base rather than the i nj ectable ,  but  relatively 
poorer  qual i ty-in terms  o f  a Western market-No . 2 
heroi n .  M orphine-base convers ion  faci l i tates tran sport 
of  the drug, an d because i t  i s  more manageable i n  th is  
for m ,  i t  a l so  cuts  de l ivery r i sks  an d e l im inates the m idd le­
m a n ,  mak ing  i t  in every way more pro fi table .  

Traffic patterns 
Pakistan i  opium and  hashish travel overland i n  

caravans that c u t  westward across I ran ,  w here t h e  drugs 
are used to feed the m ushrooming  consumption levels 
in Teheran , with the rest conti nu ing  west unti l  it reaches 
the eastern prov inces of Turkey .  The caravans  or trucks 
and other forms o f  transportat ion may  also trave l south 
to  the Pakistani  port c i ty of  Karach i ,  where, according 
to the State Department ' s  B u reau of  I nternat iona l  N ar­
cotics M atters, "There is a l so clear evidence of m ove­
ment  o ut by sea and by ai r . "  Once the opium o r  
m orph ine  base has  reached T urkey , i t  i s  con duited to 
what one D EA spokesman descri bed as a "carbon copy 
of  the o l d  French Con necti o n ,  with some n ew players 
on board ."  

The French Connection  i s  the  popu lar  generic name 
fo r the  co l l ect ive hero in  refi n i n g  and  d i st ri b ut ion net­
work th at was respo ns ib le  for supply ing the U . S .  heroin 
epidem ic  that grew in the 1 960s and  cu lminated in  the 
early 1 970s,  when law en fo rcement i n tervened effective­
l y o n  an in tern ati onal bas i s to  crack the operation . 
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The Golden Crescent: llIicit Source of Opiates 

• Transshipment Routes 

• Conversion Laboratories 
o Ill icit Opium Production 

(50 metric tons) 

The opiu m growing and heroin conversion area.<! of the "Golden Crescen t "  a.<! mapped by the DEA. 

Contrary to pop u l a r  bel ief. there has trad i t i ona l l y  been 
a close work i ng relat i onsh i p between the French Con­
nect ion and the S ic i l i an-dom i n ated organ ized-cri m e  
fami l ies in  E u rope and t h e  U n i ted States .  

U nl i ke the N W F P ,  the port c i ty of K a rach i  is  not  a 
no-man's- l and .  A n u m ber  o f  c lass i fied documents  and  
C I A  reports sec ured by associ ates o f  i nvest igat i ve co l ­
umn ist  Jack  Anderson were brough t to p ub l i c  attent ion  
this  summer .  They show that the U . S .  S tate Departmen t 
h ad appa ren t l y  been aware for at least seven y ears that  
the Pakistan I nternat iona l  A i r l i ne ( P I A )  was be ing used 
as a maj or drug co ndu i t .  A nderson reported that  one  
document stated, "Ava i l ab le  i n format ion  i nd i cates that 
P IA i s  a major  co ndu i t  for i l l i c i t  n arcot ics from Pak istan 
to Western E urope, the Far East , Canada ,  an d t he 
Un i ted States ,"  and the C I A  report he obta ined rea­
soned that "narcot ics netwo rks ,  orga n ized by m aj o r  
i nternat iona l  t ra ffickers .  h ave become i n creas ing ly  ac­
tive with P I A . "  

The sea ro ute i s  a lso q u i te act i ve .  I t  i s  used t o  
sm uggle d rugs to t h e  southern provi nces o f  Turkey or  
to  the  trad i t i ona l  tran ssh i pment po in t s  of  Southeast 
As ia ' s  Golden Tr iangle .  From Turkey the drugs move 
di rect ly overland to Eu rope, and  from So utheast As ia  
they can  be moved to E urope, A u stra l i a ,  Canada ,  and  
the U . S . A . ,  w here the  more l ucrat ive marke t s  ex is t . 

A fo rmer sen io r  po l ice o ffi c i a l  i n  Pak i stan has 
reported that a wel l -known N W F P  sm uggler  named 
Payakhan i s  now based i n  H o ng Kong.  A ccord ing  to 
th i s  source Payakhan  is a c l ose associate of Fazle H aq 
and has organ ized a pa ra m i l i t a ry fo rce i n side  H o ng 
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Kong to  protect h i s  drug operat ions .  ( Fazle H aq ,  t he 
m i l i tary governor of the  N W FP,  h as m u l ti p le co nnec­
t ions  to the i l lega l -drug bus i ness . )  H o ng Kong  and U .S .  
o ffic ia l s  have l o ng been aware o f  the t rad i t iona l  smug­
g l i ng  route between Hong Kong and  Karach i ,  b ut unt i l  
the rev iva l  of  the Crescen t ,  the rou te was  p redominant ly  
u sed for cons umer-goods contraba n d .  

I t  i s  a l s o  reported t h a t  t here h a s  been a notable 
change i n  the N W F P  Turra and  Swat c u l t ivat ion  centers 
as wel l  as in the Bara and now famous  gun-drug bazaar, 
a t  Gerra-Adam-Khe l ,  fo l low ing  the Sov iet i nvas ion o f  
A fghan i stan . These a reas n o t  o n l y  saw a s izable i n fl ux 
o f  A fghan refugees a n d  " freedom fighters , "  bu t  C h inese 
person nel  as wel l .  Pr ior  to the Soviet i nvas ion  at  the end 
o f  1 97 9 ,  i n formed sources say  the Cbi nese presence was  
qu i te m i n i m a l ,  bu t  s i nce then i t  has '

:
' beco me more and 

more ev ident ;  they are a l l  over . "  
From a l l  ava i lab le  i n dicators ,  t h e  u ps urge i n  C h i nese 

act i v i ty  in t he N W F P  area was faci l i tated by two 
factors :  I )  the C h i nese b u i l t  a h ighway th at cuts through 
the N W F P  connect ing  I s lamabad in  cent ra l  Pakistan to 
the Ch i nese bo rder;  and 2)  the d r ug and gun trade 
flo ur i shed in the N W F P .  I t  has long been the bel ief of 
i nte l l igence experts that  the C h i n a  road,  patro l led i n  
some p a rt s  b y  the be l l icose t r i bes. has a l so been used to 
transport  weapons  and  other log is t ica l  a i d  and  contra­
band  to  t he rebe l s .  It is a l so  be l ieved by some U . S .  
experts ,  w h o  h a d  exper ience i n  Sou theast As ia ' s  Go lden 
Tr iangiC'  d ur i ng  the V ietnam war ,  that the road i s  be ing 
u sed to  transport the  chemica ls  used in the refi n ing  
p rocess. part i cu l a r l y  the cr i t ica l  one-acet ic  an hydr ide .  
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Mexican diplomatic offensive challenges 
Haig's 'body count' policy in EI Salvador 
by Timothy Rush 

A new dynamic is emerging in the EI Salvador civil  war, 
thanks to a determined diplomatic offensive by Mexico 
to urge a negotiated settlement to that conflict. The 
contrary efforts of U .S .  Secretary of State Alexander 
Haig to engineer a so-called mil itary solution-merely 
another name for the Vietnamization of the region­
have been sharply set back.  

The turning point was the back-to-back visits of U .S .  
V ice-President Bush to Mexico Sept. 1 5- 1 6, and  M exican 
President Lopez Portil lo 's  trip to Grand Rapids, M ichi­
gan Sept .  1 7  and 1 8  for direct talks with President 
Reagan . Bush, accorded an unprecedented welcome by 
the Mexicans in  the course of Mexico's  independence 
day celebrations, met with Lopez Porti l lo privately for 
80 minutes . Bush flew to Grand Rapids ahead of the 
Mexican party to brief Reagan on these talks. Lopez 
Porti l lo then met with Reagan for 45 minutes the evening 
of Sept . 1 7 , and for an additional hour,  in the company 
of Canadian Prime M inister Trudeau, on Sept . 1 8 .  

Washington was buzzing over the next days that 
"something had happened" in the course of the visits. 
This became clear when Reagan met in Washington for 
a surprisingly short 20 minutes with Salvadoran Presi­
dent Jose Napo leon Duarte Sept.  2 1  and, according to 
administration officials,  broached the subject of negoti­
ations with h im .  After briefing Duarte on the Grand 
Rapids talks with Lopez Porti l lo ,  Reagan specifically 
suggested that Duarte look at the possibility of Mexican 
mediation to find a negotiated sett lement . A "senior 
administrat ion official" quoted in the press the next day 
confirmed that "there was some discuss ion of the poten­
tial role of President Lopez Porti l lo  and others in the 
region . . .  [in introducing] a mediated settlement ."  

This was quite a turnaround from Haig's unbending 
insistence that "elections," not negotiations, must be the 
fi rst step in EI Salvador-a sure-fire form ula for exacer­
bated civil war. I t  remains to be seen how quickly and 
how publicly this shift gets translated into formal admin­
istration policy , but there is no q uesti on that Mexico has 
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successfully introduced some new thinking at the top . 
This had been Mexico's intention in its recent round 

of diplomatic activity, kicked off by a joint comm unique 
with France i ssued Aug. 28. That communique had 
recognized the Salvadoran opposition as a "representa­
tive pol itical fo rce" which had to be brought into the 
negotiating process . 

Though at first glance, the Mexican m ove threatened 
to rupture the good will that Lopez Porti l lo and Reagan 
had established in their first two meetings this year, 
Lopez Porti l lo carried through the diplomatic initiative 
deftly to actually further solidify that personal tie with 
Reagan, and re-establish Mexico as the key mediating 
force for A merican concerns in  the region .  

A series of  energetic diplomatic moves along the way 
contributed to this result .  On Sept .  1 3  Lopez Portillo 
hosted Honduran President Policarpo Paz Garcia to 
summit talks in Mexico City and showed how persuasive 
M exican diplomacy can be. Though a more moderate 
mil itary regime than neighboring governments such as 
Guatemala's ,  Honduras l ined up with Venezuela's strong 
condemnation of the Mexican-French initiative, and 
maintains a series of mil itary understandings with the 
armies of EI Salvador and Guatemala which always have 
the potential of  being activated into a single regional 
gendarme force . 

Lopez Porti l lo hailed the visiting general as a "re­
spected military leader," extended a series of  j uicy eco­
nomic packages Honduras 's  way, an d extracted state­
ments from Paz which emphasized a peaceful  settlement 
of  the region's conflicts . Most significantly, Lopez Por­
tillo arranged a meeting between Nicaraguan leader 
Jaime Wheelock and Policarpo Paz in Mexico City under 
his personal auspices, in which steps were taken to cool 
out the tense border situation between Nicaragua and 
Honduras. 

Equally important was the swing through Mexico by 
Brazi l ian Foreign Min ister Ramiro Saraiva Guerreiro, 
crown ing Mexico's efforts to organize a middle bloc of 
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countries away from Venezuela's anti-Mexico crusade. 
Brazi l, the companion "heavyweight" to Mexico on the 
continent, was crucial to this effort. Saraiva met with 
Lopez Porti l lo hours before the Mexican president flew 
to Michigan,  and then told the press that "Brazi l may 
differ with the Mexican position on El Salvador, but we 
are not heading any campaign against the French-M exi­
can proposal for a political solution in EI Salvador ."  

'Systematic genocide' 
High-level Mexican officials told EIR that their 

concern in stopping Haig was to prevent an intensified 
wave of s laughter from sweeping Central America. Over 
22,000 people have been ki l led in  EI Salvador since 
January 1 980, and hundreds more are being butchered 
weekly-many in atrocious cult fashion by the country's 
right-wing death squads. Already over half a mil l ion of 
the country's 4.5 million people are homeless refugees 
either inside or outside the country. Should Haig suc­
ceed in his attempt to exacerbate the civil war, Cambo­
dian levels of genocide will  quick ly result throughout 
the area . 

Mexican officials are well aware of the fact that the 
man on the scene responsible for carrying out the 
Cambodian horror in the early 1 970s, Mr. Thomas 
Enders, is  today Haig's assistant secretary of  state for 
inter-American affairs, with direct oversight and re­
sponsibility for Central America . 

On Sept .  5 ,  columnist Chao Ebergenyi o f  the Mexico 
City daily El Sol revealed that high Mexican officials­
subsequently identified as military and interior ministry­
linked individuals-were studying the Malthusian plan­
ning manual of the Carter administration,  the Global 
2000 Report . and had come to the conclusion that the 
implications of the document were wi l lful murder o f  
mil lions in the Third World .  

On the eve of the Lopez Porti l lo-Reagan meeting in 
Michigan, Mexican novelist an d former ambassador to 
France Carlos Fuentes minced no words that mass 
murder was indeed the issue of EI Salvador.  "The 
present course of events in EI Salvador wil l  lead to 
large-scale extermination," he wrote in  the New York 
Times Sept .  1 6 . "The triumph of  the extreme left would 
provoke an extreme reaction from the United States, 
thus inviting even more merciless repression; the 
triumph of the extreme right would perpetuate uncon­
trolled genocide . . . .  Mexico has offered the U . S .  a way 
out of the swamp."  

Even more forthright was  a co lumn appearing in  the 
. Mexico City dai ly El Universal. "In its attempt to 
impose greater geopolitical contro l"  over such areas as 
Central A merica , El Universal charged, the United 
States is engaging in "systematic genocide." Washing­
ton 's "threatening pol icies" work as one package, 
"spanning eco'1 omic pressures on the developing coun-
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tries, increased interest-rate warfare, [and] the deploy­
ment  of the neutron bomb." 

With the shift in  m omentum after the Lopez 
Porti l lo-Reagan meeting, H aig's surrogates in Latin 
A merica suddenly find themselves sinking in political 
quicksand .  

Venezuelan President Luis Herrera Campins, who 
had taken the lead in following H aig's instructions and 
uniting other Latin American nations-most notably 
the Southern Cone mi litary dictatorships-in condem­
nation of the M exican-French initiative, had a hard 
time re-establishing credibil ity for Venezuela as a 
"Third World" leader in his Sept . 2 1  address to the 
United Nations. In desperation ,  he called for "indepen­
dence for Puerto Rico" as Venezuela's new claim to 
"anti-imperialist" leadership . He  was speaking as his 
government had yet to respond to insistent charges in 
Caracas that Venezuela already had troops stationed 
under a variety of  guises in EI Salvador. 

Simi larly scrambling was Salvadoran President 
Duarte, who had been brought up to Washington by 
Haig as a prel iminary to increased U . S .  aid and dispatch 
of outside troops to the region . After Reagan informed 
him that Mexico's good offices for a mediated settle­
ment were now top on the agenda, Duarte sputtered 
that he would prefer "Panama, Costa Rica, or Guate­
mala" as the intermediaries. 

The shift in direction has also given a cold bath to 
the Argentines who, according to Washington sources 
close to Haig, were preparing to increase their already 
significant sub rosa involvement in the Central A meri­
can region .  

Haig et a i . ,  however, are hardly ceding ground 
graciously.  Two weeks after the French-Mexican com­
m unique, high-power bombs exploded at the Mexican 
consulates in Miami and New York ,  and the youth 
section of  Herrera Campins's COPEI party m arched 
through the grounds of the Mexican embassy in Cara­
cas, defacing its wall s .  The Mexican embassies in Gua­
temala and Honduras were simultaneously attacked. 

At the U .N .  on Sept .  2 1 ,  Herrera Campins kept up 
a stream of  attacks on Mexico's ro le in Central America, 
and issued a barely disguised threat to unleash ful l-scale 
havoc throughout the area . The Mexicans, he argued 
"believing they are facil itating peace, may institution­
alize war on Central American soi l . "  

These are not  idle threats , since they are fully 
endorsed by H aig himself. Mexican government offi­
cials fear that Haig, stymied in EI Salvador, wil l  now 
turn his attentions to blowing up G uatemala, which 
borders Mexico to the south. Conveniently at hand, 
should he choose to do this, is the British-orchestrated 
destabi lization generated by the Sept . 2 1  independence 
granted to the tiny nation of  Belize, whose territory is 
claimed by Guatemala .  
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EIR report forecasts 
crisis in Guatemala 
Executive Intel l igence Review has just issued a lOO-page 
Special Report on " The Worsening Destabilization of 
Central A merica. " Prepared under the direction of EIR 
Latin A merican Editor Dennis Small, the document re­
views the role of the Socialist International, the Jesuits, 
and U. S. Secretary of State Haig in jointly destabilizing 
the region, and provides a detailed analysis of each of the 
six countries in the area-Guatemala, Honduras, Panama, 
Belize, El Salvador, and Costa Rica. 

The EIR study singles out Guatemala as a particularly 
dangerous jlashpoint,  whose stability has been further 
undermined by the recent granting of independence to the 
former British colony of Belize. Given its timeliness, we 
reprint below excerpts taken from the Guatemala section 
of the EIR Special Report. 

Guatemala i.s the center of gravity for Central Amer­
ica, and its destabilization would be enough to tip the 
balance throughout the entire region in the direction of 
chaos and depopulation .  

First, i t  i s  the largest economy of the six nations by 
far, with a 1 980 GNP of $4 .2 bil l ion . . .  Oil  i s  playing an 
increasingly important role in the Guatem alan economy, 
with current output of 5 , 500 bpd expected to rise to 
30,000 bpd by 1 984. In  April  1 98 1  new finds in the Peten 
region have raised estimates of potential reserves to the 
2 .5  to 5 bil l ion barrel range . . .  Reliable Mexican sources 
report that it is general ly believed that Guatemala's oi l  
deposits form part of  a larger formation that includes 
Mexico's prodigious Reforma and related fields .  

Second, Guatemala occupies the central strategic 
position in the Central American chessboard because it 
borders on Mexico . . . .  

Besides being the key nation in Central America, it is  
EI R's  evaluation that Guatemala is also the most likely 
one to explode into uncontrolled violence in the imme­
diate period ahead . . . .  There are three principal paths 
which could lead to such an explosion :  

I) On Sept. 2 1 ,  1 98 1 ,  Belize was  granted indepen­
dence by Great Britain over the protests of Guatem ala ,  
which maintains territorial  c la ims on the former British 
co lony . A revanchist right-wing coup in  Guatemala is 
possible in response to this move, as are esca lating border 
incidents between Guatemala and the newly independent 
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nation .  
2) Guatemala is scheduled to hold presidential elec­

tions in. M arch 1 982 .  This could easily throw the already 
highly polarized country-it is often said that Guatemala 
has no political center whatsoever-into an unmanage­
able situation of factional warfare. 

3) The widespread left-versus-right vio lence that al­
ready plagues the country could become sharply aggra­
vated if the guerril la forces decide to launch an offensive, 
or if a "preemptive" right-wing coup-currently under 
active consideration-prompts the left into such a 
move . . .  

The move [of granting Belize independence] has by 
no means settled the long-standing territorial dispute 
involving Guatemala's centuries-old claim to Belize; 
rather, the step has aggravated tensions . . . .  and mi litary 
preparations have stepped up dn both sides . . .  . 

Under the implemented British plan [for indepen­
dence] , Britain wi l l  maintain its 1 ,600 man defense force 
and 4 Harrier jets in Belize for an unspeci tied period of 
time, to defend the fledgling nation against a possible 
Guatemalan invasion; and they will retain a large j ungle 
training school in the tiny enclave . Over the past weeks ,  
Britain has moved its mil itary force to the border area, 
and Guatemala has done the same with its troops .  Army 
Chief of Staff Benedicto Lucas Garcia, the president' s 
brother, told the press: "We are not going to attack; but 
if the British attack us, we will hit them back; we will 
answer them in the same way ."  

Thus, the stage is set for a simple "border incident" 
to blow up into a ful l  confrontation-as per Britain's 
classic "decolonization" scenarios . 

Also under consideration is direct American involve­
ment in the defense of Belize . The London-based Latin 
A merica Weekly Report of  July 3 1 ,  1 98 1  notes: "Some 
U .S .  mi litary presence in Bel ize would reassure the Gua­
temalans (and Washington) that Belize would not be­
come a haven for guerril las, or get itsel f a left-wing 
g<}vernment." The newsweekly went on t6 explain mat­
ter-of-factly that "these developments have not dis­
pkased Washington ,  which would l ike a better foothold 
in Belize in case Guatemala fa l ls to the guerri l las . "  
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AFRICA 

'Permanent warfare' 
threat in Zaire 
by Douglas DeGroot, Africa Editor 

Washington was host the week of Sept.  1 5  to Zaire's  
former prime minister, Nguza Karl- I-Bond, arriving 
from Belgium to drum up support for a campaign to 
bring down the government of Zairean President M o­
butu. 

Nguza pointedly compared Zaire to Iran in his testi­
mony: before the House Foreign Affairs Committee, and 
then again at a breakfast press conference sponsored by 
the Carnegie Institute's Foreign Policy Association, at a 
private meeting of  the Georgetown Center for Strategic 
International Studies, as well as in private meetings with 
congressmen and others during his seven-day visit. He 
particularly advised the United States to stop supporting 
Mobutu or risk earning the enmity of the Zaire popula­
tion . "The people of Zaire wi l l  make this equation:  we 
are suffering because of  Mobutu; Mobutu is there be­
cause of the West; So the West is  against us," he said.  

Judging from the array o f  people wil l ing to l isten to 
his arguments, Nguza already has gathered significant 
support for his campaign in the United States . But ,  
admitted an associate of Wil l iam F .  Buckley ,  in a candid 
moment: "The invasions or  rebel l ions, and their repu l­
sion , are bankro l led by the same Belgian forces ."  The 
point is not to clean up the Zaire government but to 
perpetrate upon Zaire, and the surrounding nations of 
Central Africa, a permanent warfare that would drasti­
cally reduce population levels of the entire area-the 
ultimate goal of oligarchical financial forces in Belgium 
and Britain that dominate Africa . 

Squeezing Zaire . 
Nguza advised Washington to forego giving aid to 

Mobutu, who faces an extreme crisis of  foreign debt .  
Zaire reportedly has the largest per capita debt o f  any 
country of the Third World. A deal that was previously 
worked out with the Carter administration's A ndrew 
Young between Nguza and Mobutu in 1 978  bro ught 
the International Montary Fund in to run Zaire's  
central bank and impose strict austerity conditionalities 
on the country-conditions that have undermined M o­
butu's authority . 

There is no question that Mobutu and his "k lepto­
cracy," as his ru ling clique is known, ar� corrupt and 
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incompetent .  But Nguza himse lf  is  not �tal ly sincere in 
his p leas on behalf of  the Zairean people. Nguza 
represents other interests: the Belgian mining and bank­
ing o ligarchy that ruled Zaire (the Congo) as its colony 
unti l  1 960 and, along with the Anglo-American South 
African mining interests , retains significant power in 
the country . Trained at the Jesuit University of Louvain 
in Belgium,  Nguza is an associate of the Katangan 
secessionist leader M Oise Tshombe, also backed by 
Belgian interest. 

Nguza has been foreign minister of  Zaire three 
times, and was prime minister until he sudden ly resigned 
while in Belgium last Apri l ,  and declared his war on 
Mobutu. 

A tinderbox 
"The region is a tinderbox," said one Washington 

source, referring to Zaire and the n ine countries that 
border it . " People in the State Depar.tment know Zaire 
is a potential powderkeg," concurred Georgetown Prof. 
Stephen Cohen , former deputy assistant secretary for 
human rights . " Iran having happened, people are more 
sensitive to this," he added . 

Now that Nguza has swept through Washington, 
congressional staffers predict that a mi l itary coup or 
regional uprising l ike the Shaba invasions of 1 97 7  and 
1 978  wil l  be repeated . These staffers are hoping that if 
the United States does not p lace a l l  its support behind 
Mobutu, then a moderate a lternative wi l l  emerge 
around Nguza and Mungul Diaka, who also operates 
out of Belgium.  "Do you want to lose contro l  of the 
situation completely or have people who don't l ike 
Mobutu but are more moderate?" was the way one 
staffer defined the State Department options . 

But another Washington source familiar with Afri­
can politics dismissed hopes of an orderly transition of 
power in Zaire as an "Alice in Wonderland fantasy ."  
Zaire, he pointed out, is collapsing. Its road network 
and its agricultural production are broken down, and 
entire areas of the country are reduced to subsistence 
levels of  l i fe .  " I f  there i s  an uprising, M obutu will 
concentrate, as in the past on controll ing Kinshasa [the 
capital] and Shaba, the mining district. This he wil l  be 
able to hold on · to , whi le he dramatizes his plight and 
tries to mobil ize international support ."  

The Zaire army, he a l so  noted, aside from the  well­
paid o fficer corps, is composed of roving bands o f  
unpaid soldiers w h o  scrounge the country for their 
sustenance. 

If a revolt is touched o ff under these conditions, the 
resulting struggle between Mobutu and the anti-Mobu­
tu forces, neither of which has the capacity to win,  wil l  
destroy what is left of  the already crumbled country and 
spread beyond its borders . The fate of nations like 
Uganda would tend to bear o ut that evaluation .  
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MIDDLE EAST 

Sadat tries to halt 
Iranization of Egypt 
by Judith Wyer 

State Department officials who administer the Global 
2000 population-reduction policy, say that if  Egyptian 
President Anwar Sadat does not take immediate meas­
ures to reduce Egypt's population growth rate, that 
country wil l  be destabilized and Sadat will l ikely be 
overthrown . 

Sadat refuses to endorse population contro l ,  partly 
because he knows it would be read by m any Egyptians as 
genocide. Sadat's major  concern is  stayillg in power, and 
at this point he will not give his opponents any further 
excuse to chal lj;:nge him . 

Officials of the State Department 's  Agency for Inter­
national Development (AI D) and Population Affairs 
Office, who declined to be identified , are bitterly con­
demning Sadat for his refusal to adopt the Global 2000 
perspective. One such source stated: " I f  Sadat doesn't 
toughen up on the population issue,  he will  face severe 
chaos . . . .  The infrastructure in Cairo can' t  handle many 
more people and Egypt wil l  not be able to feed the 
growing mass of Egyptians that comprise what we call 
the Egyptian population bomb ,  which one of these days 
will go off." 

. 

Such a forecast constitutes a warning that the same 
British inte lligence and financial elite which instal led the 
butcher Khomeini is now preparing to give Egypt the 
same treatment for the same reason .  

The Iran parallel 
Like the late Shah, Sad at is beginning to defy such 

Malthusianism with an economic development p lan 
aimed at improving Egypt's  standard of living . The 
venom being thrown at Sad at to reduce Egypt' s popu­
lation is only a cover for a demand that Sadat break 
with an economic development program , which, l ike 
that of  the Shah's, is based on a bold nuclear energy 
program . Like Pahlavi's Iran, Egypt is one of the most 
populous nations in the Mideast with a large ski l led 
labor force of scientists and technicians that are essential 
to future industrialization .  

Sadat a lso shares a critical flaw with the late Shah.  
Though Sadat proposes raising the living standards of 
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the majority o f  Egyptians who live in poverty, he has 
never developed a plan of  action and education for 
solving this ancient problem. During Sadat' s tenure ,  
class and income differences widened as a middle class 
emerged. It is precisely the impoverished masses that 
have been whipped up to challenge Sadat by his oppo­
sition . 

Sadat's need for an unprecedented purge o f  re ligious 
and secular opposition groups last month was the first 
signal that the most serious chal lenge in Sadat 's  1 1 -
year-old rule was being m ounted.  Like the motley 
coalition of terrorists and fundamentalists that came to 
power with Khomeini ,  this menagerie of Egyptian 
radicals shares the common zero-growth ideology that 
material  progress is the root of Egypt' s  problems .  

According to a former official of the Ford admin is­
tration  who just returned from Egypt, the numerous 
sects of  the M uslim Brotherhood are demanding a 
return to the Nasser era when the middle classes were 
minuscule, and organizing the lower classes with the 
slogan, " I t  is better that all of Egypt is poor." 

The dramatic upturn in the rate of Egypt's popUla­
tion since 1 973  is, in fact, attr ibutable to the slow but 
steady improvment in Egypt's economy. With the return 
of the Sinai oilfields from Israel ,  and the widening of 
the Suez Canal to accommodate more tol l-paying traff­
ic, Egypt has begun to net a substantial increase in 
badly needed foreign exchange. As a result ,  Sadat is 
moving aggressively to transform that new income into 
an infrastructure for future development. In  the last six 
months, Egypt has signed n uclear purchase agreements 
with the United States, France, Germany, and Britain 
to buy eight nuclear p lants . Sadat envisions these plants 
to be used for desalination to support expanded agricul­
ture to feed Egypt's growing numbers. 

A State Department official with the Office of 
Population Affairs bemoaned agricultural plans.  "Sadat 
has this fantasy where he thinks he can make the desert 
bloom and solve Egypt's food problem ." He com­
plained that last year the Futures Group's RAPID 
Project-one of  the leading implementers of Global 
2000-presented its gloom and doom scenarios to Sadat 
of the consequences of unchecked Egyptian population 
growth .  Though Sadat and his wife Jihan reportedly 
agreed with RAPID's warnings, Sad at has not trans­
lated the meeting into action.  "He has neither publicly 
supported population control nor mobil ized his govern­
ment to that end," complained the source. 

Should Sadat's recent clampdown prove to have 
been effective in undermining his opposition , then there 
is another option for putting Sadat out of business 
which an official with the Pathfinder Fund, another 
supporter of Global 2000, recent ly revea led . " I f  Sadat 
doesn' t  do something about popUlation," he warned, 
"then someone may just put a bul let in his head ." 
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DatelineMexico by Josefina Menendez 

Hank's Grito 
So near and yet so far: the unsavory Mexico City mayor's 
brush with presidential duties. 

cused the state security forces of 
sowing terror among the state's 
workers, including a generalized 
practice of  "kidnaping" workers in 
order to get a cut of  their pay­
checks .  

The country's independence cele­
brations, which occur every Sept. 
1 5 , acquired singular importance 
this year, among other reasons, be­
cause Mexico City'S mayor, Carlos 
Hank Gonzalez, was named to give 
the famous Grito de Independencia 
(Cry of Independence) from the 
balcony of  the National  Palace .  

The Grito commemorates the 
call to arms issued by Father Mig­
uel Hidalgo, parish priest of the 
town of Dolores, on Sept. 1 5 ,  1 8 1 0. 
I t  is given each year exactly at mid­
night from every mayor's balcony 
across the country; and naturally 
the biggest event is in Mexico City'S 
enormous central square . 

Each fifth year of the six-year 
presidential term, the mayor of  
Mexico City is entrusted with giv­
ing the Grito from the N ational 
Palace, since the president leads the 
ceremonies directly from Dolores, a 
small town about 200 miles north­
east of Mexico City . 

Sources of mine who were at 
Hank's side on  his big night in the 
National Palace tell me that his 
propagandistic and organizational 
apparatus went into high gear to 
give a presidential air to his appear­
ance. One attentive observer de­
scribed Hank's attitude as so "eu­
phoric" it bordered on  the megalo­
maniacal. 

For days before the event, ru­
mors were circulating in the back 
rooms that in  fact the whole exer­
cise was "psychological torture" 
for Hank: "so close and yet so far ."  

EIR October 6, 1 98 1  

What is going o n  today i n  the 
State of Mexico is viewed as some­

His hunger for the presidential thing that wil l  shape the economic 
chair i s  notorious-as is his inabili- and political structure of  M exico 
ty under the constitution to assume for years to come.  
the post  because he i s  the son of a The state has served as the 
foreigner. launching point for a number of 

Beyond these ceremonial ques- large and unexplained fortunes 
tions, other developments around over the past four decades, some 
Hank Gonzalez should be men- tied chiefly to real-estate specula­
tioned . Insiders in both the public tion .  It  came to the point that some 
and private sectors are closely businessmen refer to a "structural" 
watching the chipping away of rivalry between some sectors of  the 
Hank's political power-and possi- Monterrey Group and the Mexico 
bly his economic power-in the State Group. 
State of Mexico. This i s  the state On the evening of  Sept. 14,  vio­
which contains over 50 percent of lent disturbances suddenly broke 
the entire nation's  manufacturing . out in the Netzahualcoyotl d istrict 
It has been Hank's base of power of  the State of Mexico , b ordering 
since he served a stint as governor on  Mexico City, and one of  the 
in the early 1 970s. most populated, poorest parts of 

The new governor there, Alfre- the country . The toll: 36  urban 
do del Mazo,  has begun a general transport b uses burned . The trig­
cleanup of the state' s  security appa- ger : a sudden hike in fares by the 
ratus, which under Hank's control private bus companies in the area, 
had often been termed an organized hours before del Mazo was to take 
thug force. Public security was or- his Sept.  I S  oath of office. The re­
ganized Capo.ne-style; the police suit: del Mazo's  inauguration was 
forces customarily sold protection  buried in the press , and the bus 
to business firms estab lished in the b urnings grabbed the top head­
state . (Last week some sources in- lines. 
formed me that several U . S .  insur- Everywhere it was openly ru­
ance companies with business in the . mored that Hank Gonzalez was the 
State of  Mexico were seeking an man behind the riots , and that he'd 
investigation of the former attorney put del M azo on notice to expect 
general of the state, Carlos Kuri more of  the same if he continued to 
Assad.  They reportedly suspect As- dismantle Hank's police apparatus. 
sad of  being involved in  a series of  If that was the m essage, del 
arranged robberies of  companies Mazo discounted it. His first act, 
with Assad himself on the take.) announced in  the inaugural speech 

On top of this, Fidel Velasquez, i tself, was the abolition of the cor­
the head of the Mexican Labor nerstone of  that apparatus, Hank's 
Confederation (CTM), publicly ac- special police cruise patrol unit .  
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Japanese: Volcker spurs 
U.S. trade deficit 

Japanese officials are telling their U . S .  
counterparts who complain about the 
expected $ 1 5  billion U . S .  trade deficit 
with Japan for 1 98 1  that Federal Reserve 
Chairman Paul Volcker's credit policy is 
to blame, former Japanese Ambassador 
to the U . S .  Nobuhiko U shiba told EIR 
in a Sept. 1 7  interview . U shiba empha­
sized that the high rates artificially raise 
the value of the dollar and lower the 
competitiveness of U . S .  exports . Ushiba 
also said many Japanese bel ieve "high 
interest rates aggravate rather than re­
duce inflation ."  In fact, congressional 
sources have informed EIR that a so far 
unreleased Commerce Department study 
predicts a global U . S .  trade deficit in 
1 982 of $60 billion . 

Nonetheless, Ambassador to Japan 
Mike Mansfield continued pressure on 
Tokyo for export cuts by telling a Japa­
nese audience Sept. 21 that the Japanese 
trade surplus "is bound to have serious 
repercussions within the U . S . ,  and pro­
vide ammunition to those voices calling 
for protectionist measures ."  

A Tokyo mission 
to avert trade war 

The Japanese government has adopted a 
policy of heading ofT potential trade war 
with the United States and Europe by 
stepping up its promotion of Japanese 
manufacturing investment in those coun­
tries. Tokyo is also circulating proposals 
for joint development projects in OPEC 
nations and other developing countries, 
according to Japanese business sources . 

This policy is being taken to Europe 
by a high-ranking business/government 
mission this month , headed by the chief 
of  the Keidanren industrialists' associa­
tion, Y. Inayama. The delegates include 
senior executivc;s from the most impor-
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tant industrial combines as well as N .  
Ayama and T .  Sagami ,  advisers respec­
tively to the trade and industry ministry 
and the finance ministry. 

The European delegation wil l  pose 
industrial cooperation in high-technolo­
gy manufacturing projects in Europe as 
well as construction and industrial proj­
ects in the Third World. 

According to these b usiness sources, 
Japanese leaders see such proposals as 
the context in which current frictions 

, over Japan's automobile and television 
exports can be prevented from igniting a 
trade war. ' 

Khomeini's slaughter 
targets children 

Over the last two months, the number of  
executions in Iran has  reached into the 
thousands . Last week Khomeini ruled 
that political detainees need not have a 
legal trial but can be executed upon ar­
rest . Of the growing number of killings 
daily, there are more and more instances 
of young women being executed. 

This emerging pattern of  women and 
chi ldren being targeted for elimination 
follows the hideous blueprint of the State 
Department's "Office of Population Af­
fairs," which sees the elimination of  
child-bearing females as  key to  "popula­
tion control ."  

In a statement broadcast over Teher­
an radio, Khomeini warned Iranian par­
ents not to allow their children to engage 
in political activity or engage in ideolog­
ical discussions. He urged students to 
police one another and report students as 
young as seven years old for antigovern­
ment activities. Last month Khomeini 
ruled that political arrests could be made 
of children as young as 1 2 .  

Education Minister A l i  Akbar Par­
varesh told a rally at Teheran University 
earlier last week that "intelligence de­
partments" would be set up in the schools 
to search out nonfundamentalist stu­
dents. All felt-tipped pens have been 

banned by the Islamic dictatorship to 
prevent school children from writing 
anti -K homeini graffitti on schools and 
other public buildings . 

One in five Britons 
now unemployed 

The latest figures published by the British 
government indicate that "the recession 
in the U . K .  may not have bottomed out 
as early as it had originally . estimated," 
complained the Financial Times Sept . 23 .  
Even the London Times has  now been 
forced to admit that the current collapse 
is  "surpassing anything recorded during 
the Depression in the early 1 9 30s ."  

The revised Exchequer estimates now 
indicate that the GNP of Britain fell 0.6 
per cent in the second quarter, instead of 
the previous estimate of 0.4 percent, and 
that unemployment is hitting the 3 mil­
lion m ark with an increase by 58 ,000 to 
2,998,789 in September. "Although the 
numbers out of work ai"e growing at less 
than half the rate recorded last winter," 
says the Financial Times, "there are signs 
of a new acceleration in the rate of in­
crease."  

The new U . K .  employment secretary, 
Norman Tebbit, responded to the news 
by stressing that "unemployment wil l  go 
still higher un less employers maintain 
the pressure for low wage increases ."  

Canada caught 
aiding Red Brigades 

The Canadian government released ital­
ian Red Brigades terrorist leader Fran­
cesco Piperno from prison Sept . 1 7 , and 
then, in response to international pres­
sure, re-arrested him within 24 hours be­
fore he could leave for France . 

Piperno, wanted in Italy in connec-
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tion with the murder of former Christian 
Democratic Prime Minister Aldo Moro, 
was released by A&sociate Chief Justice 
James Hugessen of the Canadian Supe­
rior Court the day before his scheduled 
extradition hearing. The reason given 
was that the Italian arrest warrant did 
not charge Piperno with crimes that were 
extraditable under the Canadian-Italian 
extradition treaty. However, knowledge­
able sources say this is false, and that the 
case implicates the Canadian govern­
ment in protecting international terror­
ists . 

Piperno was arrested in Canada ear­
lier last month as he attempted to cross 
the border into the United States, where 
he had been promised a position at the 
Massachusetts Institute of Techno logy, 
according to the Italian newspaper Paese 
Sera. 

United Nations renews 
Pol Pot sanction 

On the first day of its 198 1 General  As­
sembly session Sept.  1 8 , the United Na­
tions voted by a margin of 77 to 37 to 
keep the seat of Kampuchea in the h an ds 
of the ousted Pol Pot regime, which mur­
dered one-third or more of the country's  
population. Thirty-one countries ab­
stained from voting, and nine absented 
themselves from the session on this deci­
sion . 

All the countries which voted on the 
Pol Pot issue did so in ful l  knowledge of 
two facts: one, that under Pol Pot's re­
gime, with Chinese supervi sion, during 
the years 1 975-79, some three out of the 
country's eight mi llion people were kil led 
in labor camps. Second, hand in hand 
with China, U.S. Secretary of State Alex­
ander Haig and U . N .  Ambassador Jeane 
Kirkpatrick strong-armed and black­
mailed vacillating countries to cast their 
vote to keep Pol Pot recognized at the 
United Nations, rather than the current 
government of Heng Samrin .  

The Vietnamese ambassador to the 
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U . N., H a  Van Lau, told the U . N .  shortly 
before the vote: "It [seating Pol Pot] 
would be an encouragement to those who 
carried out the worst violations of human 
rights th 'lt have ever been committed and 
would m o reover,  constitute a new impo­
sition on the Kampuchean people of a 
genocidal regime which has been unani­
m ously condemned by al l  humanity and 
would thus represent a dangerous sanc­
tioning of the expansionist polices of the 
Peking authorities in Southeast Asia ."  

Hussein warns of 
overthrow plot 

Jordan's  King H ussein has accused I s­
rael 's Begin government of "plotting" to 
overthrow him . In an interview with the 
Paris-based magazine Mostakbal, H us­
sein suggested that the United States is 
behind the plan.  "In my opinion," said 
Hussein, the United States is "searching 
for a situation in which Israeli hegemony 
can be expanded to include Jordan."  

H ussein 's  charges come in response 
to repeated statements by hardline I sraeli 
Defense M inister Ariel Sharon that Jor­
dan, not the West Bank or Gaza, should 
be the national homeland of the Palestin­
ians. Sharon is rumored to have argued 
for Hussein's assassination should the 
latter obstruct his designs.  

"The statements he [Sharon] has 
made have indicated a commitment on 
his part to destabi lize Jordan, to make it 
a springboard for further expansion of 
Israeli power and influence in the area " 
stated King H ussein's  brother Cro�n 
Prince Hassan . "Of course, we have to 
take his views seriously. We know Israel 
is j ust waiting for a chance to act against 
us, as it has acted against Iraq and Leba­
non . "  

Hassan went on t o  implicate Sharon 
in reports that Palestinian guerril las had 
infi ltrated into Jordan from Syria to car­
ry out terrorist attacks on Israel . Sharon, 
charged Hassan, "is preparing a pretext 
that he could use for a mi litary option in 
Jordan ."  

Briefly 

• CHANG WENCHIN, Chinese 
deputy foreign minister, has told 
A lexander Haig that Peking wil l  
not condescend t o  buy U . S .  arms 
until Washington reneges on its 
legal obligation to sel l jets to Tai­
wan, according to Chinese-lan­
guage newspapers in New York . 
The Peking press has made a series 
of recent claims that the U . S .  is  "a 
declining superpower" and needs 
an alliance with Peking, not vice 
versa. 

• MENACHEM BEGIN has de­
clared that the crucial vote on the 
U . S .  sale of AWACS planes to 
Saudi Arabia will take place Oct. 
20, although no senator at that 
point was aware that a date had 
been scheduled. 

• ANWAR SADAT has an­
nounced that he has invited Pope 
John Paul II to visit Egypt and 
participate in a celebration of the 
three great religions .  

• PRINCESS ASHRAF Pahlavi , 
sister of the late Shah of Iran , ques­
tioned a U . S .  reporter, "I would 
like to k now where are the human 
rights lawyers who in my brother's 
time were making such a fuss . . . .  
Why do they remain si lent? Where 
is  Amnesty International now?" 
asked Ashraf in a Sept.  24 inter­
view with the Washington Post. 

• WALTER L. GORDON has 
proposed the establishment of a 
Royal Commission to re-examine 
Canadian defense policy, and 
study a proposal for Canada to 
leave NORAD and divert m uch of 
its NATO contribution from Eu­
rope to northern Canada. On Sept. 
2 1 ,  Canadian External Affairs 
Minister Mark MacGuigan speak­
ing at the U . N . ,  praised the goal of 
"nonalignment . . .  from more 
powerful countries intent on sub­
verting their assets to their own 
purposes," referring to the U . S .  
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The Manatt Democrats 
stage Reagan's tragedy 
by Richard Cohen, Washington Bureau Chief 

"If  former actor Ronald Reagan ever nourished a secret 
passion to play a leading role in a great tragedy, that 
wish was fulfil led before a nationwide television audience 
last night. The President slit his own politica l  wrists, with 
Democrats such as Tip O'Nei l l ,  Sen . Robert Byrd, and 
Democratic National Committee [DNC] Chairman 

. Charles Manatt passing Reagan the razor blades ."  
That was EIR founder Lyndon H .  LaRouche's initial 

comment Sept. 25 from Wiesbaden, West Germany, on 
the Reagan economic address . The Democratic National 
Policy Committee advisory board chai rman continued: 
"From the beginning of his administration,  President 
Reagan's policy has been an imitation of the Friedmanite 
austerity pol icy of Britain ' s  Prime Minister Margaret 
Thatcher. Today , Britain has reached a condition of 
economic depression as bad as at any t ime during the 
1930s, with no bottom yet in sight .  Despite the fai lure of 
Thatcher's experiment in Britain, and the worsening 
fai lure of Reagan's own pol icies in the United States , the 
President announced last night that he intends to contin­
ue the experiment. 

"Even under the best of circumstances, President 
Reagan's  'supply-side' economic dogma could not suc­
ceed. Although there are some features of federal spend­
ing which should have been eliminated entirely, the 
President's across-the-board budget cutting had the ef­
fect of lowering the federal tax-revenue base.  Reagan set 
out to cut the federa l budget deficit, and made the budget 
deficit greater . . . .  

"The President is running out o f  the time avai lable to 
correct his own potential ly tragic mistakes. Forces re­
flected through the Federal Reserve Board of Governors, 
the officia ldom of the International Monetary Fund, and 
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the Bank for International  Sett lements are moving rap­
idly toward col lapsing large sections of the U .S .  banking 
system . The col lapse may be delayed beyond October of 
this year, but t ime is running out quickly,  beginn ing 
October 1 st .  

"It  is  not entirely the President's fault, o f  course. He 
did not create the mess he inherited . He only worsened it, 
chiefly through his moral weakness in submitting to Wall 
Street b lackmai l .  The biggest defenders of  Paul Volcker 
are not l imited to the Republican Party-Tip O'Neill and 
Sen . Robert Byrd have recently exposed themselves pub­
l icly as Volcker's  agents in the Congress . Democratic 
National Committee Chairman Charles M anatt, a bank­
er, has a lso exposed himself as a defender of Paul Volck­
er. These cynical Democrats are delighted to see the 
people of the United States suffer a new depression,  
hoping that the depression wil l  strengthen the supporters 
of the Socia list International 's  Wil ly Brandt within the 
Democratic Party . 

" M anatt, O'Nei l l ,  and Byrd are not tragic figures. A 
tragic figure is a good person who destroys himsel f 
through a fatal moral weakness . Manatt, O'Nei l l ,  and 
Byrd have never shown this writer any good side in their 
natures or political ambitions .  President Reagan is per­
sonally a decent human being, which is why his conduct 
in this affair is truly classical tragedy . . . .  

"The image of President Reagan is of  a legendary 
Russian fami ly fleeing wolves by sleigh in wintertime, 
and throwing babies overboard one by one, trying to 
make peace with the wolves . Reagan has so far surren­
dered , one baby after the other, each good th ing he 
wished to accomplish for the Un ited States, in efforts to 
pacify the wolves among Henry Kiss inger' s and Alex-
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Tip O ' Neill with the hapless House Minorit r Leader, 
Jim Wrigh t,  and House Ways and Means Chairman Dan 
Rostenkowski. 

ander H a ig's acco m p l ices i n  W i l l y Bra n d t ' s  Soc i a l i st 

I nternat iona l .  . . .  We do the Pres i d e n t  n o  good by con­
don ing  h i s  trag i c  b l unders ,  o r  by say i n g t h a t  R eaga n  i s  
being mora l ly  s t ro ng wh en i n  fa ct h i s a ct i o n s  a rc be i n g 
determ i ned by m o ra l wea k n e ss . "  

'Reagan 's interest rates' 
The backgro und to M r . L a R ouche ' s com ments  i n ­

c l udes the  fo l lowing .  A d a y  before C h <J i r m a n M a n a t t ' s  
Sept. 1 7  orders to the  O N e ' s  exec u t i ve boa rd t h at t h e 

Pres ident,  and not the Federa l Reserve  B o a r d .  be he ld 
respons ib le by the Democrat ic  Party for h igh i nterest  
rates ,  H ouse Speak e r O' N e i l l  b o a s ted t o  a l o n g -a wa i ted 
fu ll caucus of H o use D e m oc r a t s :  " T h e  m o n key i s  o fT 

the backs of Dem ocra t s . T h ese a re Reaga n ' s  de fi ci t s 
and Reagan ' s  i n terest  rates . "  

Sources c lose to t h e  H o use l e a d e r s h i p  repo rt t ha t the  
moves by O'Nei l l  and M a n a t t w e r e  syn c h r o n i zed with  
AFL-CI O  Pre s i d e n t  Lane K i r k l a n d ,  w i t h  t h e  a i m  of  
drawing part i san l i nes on the i n te res t - r a te i ss u e .  As a 
resu l t ,  at tempts by Democra t i c l eg i s l a t o r s  to seck i m ­
mediate re l ief  th rough l eg i s l a t i o n  req u i r i n g  t h e  Pres i ­
dent to con front Vo l ck e r a re to  b e  res t ra i n ed and 
contained,  regardless  of  the co n seq u en ces fo r t he  na­
tiona l  economy .  The A F L-C I O  " So l i da r i t y  Day" dem ­
onstration  he ld  here o n  Sep t .  1 9  w i t n essed a l l  K i r k l a n d ­
selected spea kers p lay ing  d o w n  t h e  i n t erest - r a te q ues­
t ion , despite the con ce rn of t h e  m aj o r i ty of the 260,000 

partici pants .  
I t  was  th i s  O' N ei l l - M a n a t t - K i r k l a n d  t e a m  w h i c h  h a s  

kept a reso lu t ion  drafted b y  M n n ta n a  De m ocra t J o h n  

M elcher o ff the Senate fl o o r  pr io r  t o  t h e  Pres i den t ' s  
economic address . T h e  M e l c h er l eg i s l a t i o n .  S e n ate J o i n t  
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R eso l ut ion \ 04,  wou ld  m andate a b ipa rt isan ,  congres­
s iona l l y  backed president ia l  co n frontat ion with Fed 
Cha i rman  Vo lcker i n  order to red uce i n terest rates 
substant ia l l y  and i m mediatel y .  The Sen a te Democrat i c ' 
leadersh i p  moved to k i l l  the M elcher Reso lu t ion  late 
Sept . 1 8 . M e lcher had intended to offer i t  as a rider to 
the Senate Agr icu l ture B i l l ,  b u t  the leadersh i p  forced a 
fight  over tobacco subs id ies ,  k nowing th i s  wou ld  co m ­
pel t h e  Repub l i cans  t o  c lose off debate o n  t h e  b i l l  before 
Melcher cou ld  act . 

The M e lcher Reso lut ion was to h ave been intro­
d uced i n  the H o use by B i l l  A lexander of Arkansas ,  a lso 
a Democrat ,  but  efforts to obtain H o use Democratic 
back ing  for i t  were quashed Sept .  23  by O 'Ne i l l ' s  
protege Richard Gephardt of M issour i  at  the  H o use 
Democrat ic  Steer ing and Po l icy C o m m ittee meet ing .  
Gephardt  argued aga inst any o ffic ia l  Democrat ic sup­
port for the bi l l  on the grounds that  Dem ocat ic attacks 
should focus on  the President ,  not  the Federal  Reserve; 
he a l so c la imed that red ucing the b udget defic i t  was the  
on ly  way to lower  in terest rate s !  

The  O ' N e i l l  group ,  wh ich  a lso i nc l udes Senate M i ­
nor i ty Leader Robert Byrd o f  West V i rgi n ia  and Senate 
M i n or i ty Whip A lan C ranston o f  Ca l i fo rn ia ,  are now 
going so far as to te l l  Dem ocrats pr ivate ly  that i f  they 
s upport a M elcher-sty l e  bipart isan e ffor t  and  the Presi ­
dent i s  forced to ac t ,  Democrat ic electora l  chances w i l l  
d i m i n ish i n  1 98 2 .  But ,  the l i ne  goes , i f  they wait ,  
cont in ue to attack the President o n  his budget cuts ,  and 
blame Reagan i nstead of  Volcker  for the cred i t  crunch ,  
the ir  chances in  1 982 w i l l  "r i se  as t he economy co l l aps­
es . "  "The Spea ker doesn ' t  th i n k  we shou ld  i m ply that 
the Fed is respons i b le for high interest  rates ,"  declared 
his a ide o n  Sept .  24 .  " H e  i s  opposed to Democra ts 
o fferi ng the M elcher bi l l . "  " N o  b ipart isan m ove on 
in terest rates w i l l  be to lerated.  We are n ot going to back 
anyth ing that can get  the Pres ident  out  o f  the box," sa id 
an a ide to one top Democrat ic  sena to r .  

A nother summary o f  strategy w a s  relayed Sept . 23  
b y  a spokesman for t h e  Democrat ic Pol icy Exchange,  a 
th ink  tank whose sponsors i n c lude C a rter Labor Secre­
tary Ray M a rsha l l ,  u l t ra l i bera l  former Sen . Gay lord 
Ne lson ,  i nvestment ban ker Ph i l ip  K lutzn ick ,  and  Lane 
Ki rk land :  " I t ' s  Reagan ' s  economy,  and we shou ld  
watch and  see  what he  does  w hen i t  fa i l s .  H e wi l l  pay 
the con seq uences . That ' s  the Democrat ic strategy .  

There i s  n o  po l it i ca l  support for a l ternat ive pol ic ies .  
The st rategy i s  to push h im i n to the corner . I f  long-term 
rates do  not  come down in  three months ,  there wil l  be a 
coalesci ng of  in terests focus ing  on e l i m i nat ing the sec­
ond year of the tax cu t .  We' l l  see a b igger whack at 
defense .  " 

I n  the H ouse,  a fter rem i n d ing everyone present t hat 
Volcker  was not the h igh in terest-rate cu lpr i t ,  O 'Ne i l l  
moved Sept . 1 6  to secu re con tro l over  fu ture H o use 
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Democratic strategy by arranging a series of  hearings 
to be held under the auspices of the House Banking 
Commit tee both i n  Washington and around the coun­
try , aimed at coo l ing out the issue.  Charles M anatt 
fol lowed on Sept. 1 7 , as I reported last week , by 
changing an anti-Volcker reso lution passed by the 
party' s  Western state cha i rmen to conform to M anatt ' s  
declaration that "Volcker is not the prob lem , Reagan 
is. " 

However, according to H i l l  sources, some Demo­
cratic senators and congressmen adm it  privately that 
this heavy-handed tactic "smel l s  too much like fronting 
for Volcker" ; two national ly syndicated co lumn ists have 
jokingly referred to the sympathy between "Wall 
Street" and the "friends o f  labor," the Democratic 
Party. 

The turning point 
Outside the control led Democratic envi ronment, the 

I nternational Brotherhood of Teamsters leadersh ip  was 
endorsing the Melcher Reso lut ion;  the national con­
struction laborers' union was pass ing a reso lution de­
-
manding immediate action by the Pres ident, Congress , 
and the Federal Reserve to bring down interest rates; 
and the Pres ident 's  own pol it ical  mach ine,  the executive 
board of the powerful Republ ican Assembly o f  Cal ifor­
nia, as the Reagan caucus in the state 's  GOP is known, 
on the weekend o f  Sept .  19 voted up the Melcher 
Resol ution word for word , merely substituting " Repub­
l ican Assembly" for "the Senate and the House of 
Repesentatives" i n  demanding that the President act to 
lower interest rates . 

N evertheless, on Sept . 24 Mr.  Reagan reached the 
turn ing point of his presidency, and chose a tragic path 
for an administration entrusted less than 1 2  months ago 
by Americans with the ir  greatest hopes i n  the past two 
decades . 

Nor has Reagan even succeeded in  his  attempt to 
propitiate Wal l  Street. His  proposed $ 1 6  b i l l ion in  
further fiscal 1 982 budget cuts and  his · capitulation to 
the demand for tax i ncreases wi l l  not sat isfy Paul 
Volcker; they wiI I  s imply cut him off from remaining 
popular support and further narrow his  bargaining 
leverage with Congress .  He wi l l  probably lose the vote 
on the admin istrat ion's proposed sale of AWACS equip­
ment to Saudi Arabia, and h is  foreign policy wi l l  
unravel along with everyth ing else. Final ly ,  he  wi l l  have 
lost a l l  standing with those Western leaders who . recog­
nize the fol ly  of the Volcker policy. In a Bild-Zeitung 
interview preceding the President 's  national address, 
Chancel lor Helmut Schmidt of West Germany declare� 
that internat ional monetary pol icy "wi l l  not be deter­
mined by moods and feel ings from the Un i ted States," 
and that Mr.  Reagan would "learn that it is  very 
dangerous to try to do that ."  
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The cruise missile 
and strategiC doctrine 
by Robert Gallagher 

The U .S .  Department of Defense's reported postponing 
of the first deployments of  the land-attack cruise m issile 
by at least a year from its origina l  October 1 982 date is 
an opportun ity for Americans who support a strong 
nationa l  defense system to reopen the debate on the 
incompetent cruise. 

The cruise m issi le is  a slow-moving drone aircraft 
intended to penetrate up to 1 ,500 mi les into Soviet terri­
tory and strike its target undetected by Soviet defenses . 
I ts advocates assert th at the cruise i s  a strategic weapon . 
That is not the case. 

Furthermore, there is  no variation of  technological 
improvements that could turn the cruise into a strategic 
weapon .  As this  short report wi l l  show, the weapon 
a lready rests on a primitive foundation of techno logy, 
with many problems remain ing unsolved. It  is, at best, 
an inefficient piece of medium-range art i l lery (ship-to­
ship cruise miss i les,  for example, were successfu l ly

· 
used 

in the Arab- I sraeli war by the Egyptians) .  
There i s  only one mission that the cruise missi le could 

conceivably carry out :  a first strike, sneak attack on 
Soviet mi l i tary insta l lat ions.  And that is the intention of 
its designers . Yet, even for that mission , the cruise is 
inefficient and ful l  of d ifficult ies .  

The 'Stealth' cruise missile 
The cruise missi le is  ana logous in conception with 

the Nazi V- I b uzz bomb, the chi ld  of that faction of the 
armed services-begun with B i l ly Mitchel l  and carried 
forward by the Strategic Bombing Survey and Rand 
Corporation-that has raised a i rpower to the status of 
the basic defense of the U . S .  

The basic idea beh ind the cruise i s  that application 
of advanced electronics and computer systems will 
enable the miss i le  to travel at essenti a l ly zero altitude so 
that ground-based , "look-up" radar wi l l  not detect it ,  
and that it  can reach its target undetected , k i l l ing it wth 
an exact h i t .  In an effort to solve the problem of "Iook­
down" radar from aircraft or otherwise, the DOD has 
designed the miss i le 's  a irframe to provide the maximum 
possible scattering of downward incident radar waves 
by the cyl indrical shape of the top of the vehicle . The 
craft' s flat bottom provides aerodynamic stabi l ity and 
heat dissipation capabi l i ties to avoid in frared detection .  
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But, as A viation Week has reported, these "stealth" 
features will in  no way protect the missi le from detection 
by Soviet ai rcraft equipment · with advanced "look­
down" radar. Once the missi le is  so detected , its maxi­
mum 500 mi le per hour speed makes it a s itt ing duck.  

The primary problem in an unmanned, low-altitude 
aircraft is the avoidance of obstacles over a varying 
terrain and the consequent necessary course correct ion . 
Th is remains unsolved in the cruise. I n  its current 
model ,  an inertial  guidance system controls fl ight 
throughout over 95 percent of the course. Another 
system that combines the 1 958  terrain-contour matching 
techn ique known as Tercom with in-fl ight data from 
radar and barometric altimeters provides direction for 
course correct ion .  Along its course , the m issile is to 
encounter checkpoints. At such locations,  the Tercom 
computer is to compare in-flight altimeter data with 
terrain elevation maps suppl ied by the Defense Map­
ping Agency from satel l i te terrain readings . The com­
puter is  to provide course corrections to the inertia l  
guidance system on the basis  of  these comparisons .  

In  recent tests of the Tercom system,  the  majority o f  
runs resulted in miss iles crashing into the s ide of a 
mountain . Tercom requi res that the miss i le 's course be 
over terrain that is sufficiently rough and unique. 
According to GAO reports, the system is eas i ly con­
fused by "monotonous expanses ."  Yet "many of the 
targets," says the GAO, "are in relatively smooth 
areas" of the Soviet Union . The system is a lso easily 
confused by snow on the ground,  s ince this produces a 
variance between altimeter readings and the stored 
given map data, disgui ses landmarks, and changes 
infrared signatures . 

A February 1 980 GAO report stated that the De­
fense Mapping Agency "cons iders the fo llowing factors 
critical to the success of Tercom :  map size, terrain 
roughness, terrain uniqueness, and what the radar alti­
meter sees compared to what DMA maps . . . .  Impor-

' 

tant questions remain unanswered concern ing the last 
three of the four critical areas." Because of these 
problems, says the report, the Strategic Air Command 
has concluded that it will be unable to determine the 
validity of the cruise until 1 986, when the present SAC 
requirements for terrain  mapping are to be completed.  

A February 1 98 1  GAO report, "Some Land-Attack 
Cruise Miss i le Acquisition Programs Need to Be Slowed 
Down," states that "if ground clearance altitudes are 
increased, missi les can more frequently crash into ta l l  
obstacles en route to their targets ." But if  the cruise flies 
at a higher alt itude, it i s  more open to detect ion.  

The utopian advocates of the cruise are banking on 
solving these problems through the heavi ly funded 
"Advanced Cruise M i ssi le" program of the Defense 

Advanced Research Projects Agency (Darpa) . 
The current cruise model includes largely off-the-
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shelf technology . Darpa is looking to apply the results 
of research it  has funded in artificial intel ligence and 
computer systems to produce a cruise that will work: 

• Advance cruise missile engine. This is  to enable 
DOD to make the missi les smaller, so as to make a 
smaller radar s ignature, or to increase space for the 
payload. 

• Advanced cruise missile delivery. This program 
includes development of a system to control the low­
altitude fl ight of  the cruise toward the target area­
specifically, on-board sensors that look forward of the 
chosen path or that warn control systems of possib le 
attack or detection .  Flight optimization systems are to 
use sensor information for course correction . A lso 
included is an improved terrain fol lowing system . 

• Cruise missile radar masking. The aim is to develop 
a method to m ask the missi le's radar signature, and 
thus al low the craft to blend in  with the background 
clutter of the terrain ,  to make it "ch irp l ike a bird ." 

• Autonomous terminal homing. This terminal  guid­
ance system is  to permit the missile to hit its target 
precisely .  I n  the endgame ki l l ,  the system is to compare 
stored infrared images of the target area with images 
obtained via an on-board infrared sensor and control 
target hom ing. 

An assessment 
In short, the cruise missi le requires extensive work 

and development before i t  can "fly," and the technolog­
ical potential to turn it into a strategic weapon i s  n i l .  
Yet, its proponents argue that  it is  cheap, that i t  can be 
deployed without extensive infrastructural development 
(fuel , launch faci l ities, and so forth are a l l  re latively 
simple for the cruise compared to the ICBMs),  and it 
carries the aura of a miracle weapon .  

' 

I ts essential attract ion,  however, for such pol icy­
makers is otherwise: the cruise miss i le is a credible first 
strike weapon for use in a l imited nuclear war-a war, 
however, that the Soviets have stated repeated ly is  an 
impossibil ity .  

T h e  proposed deployment of  the cruise is thus a 
reflection o f  the fascination held by people such as 
former Secretrary of Defense Harold Brown and Secre­
tary of State A lexander Haig with the possibi lity of a 
first strike against the Soviet Union .  That war-fighting 
and war-winning are primarily a question of nationa l 
economic strength has eluded these strategists; that the 
mi l i tary arm of a nation-state depends most heavily on 
the civil ian appl ications of  new scient ific  development is  
forgotten; and that the Soviet Union , at least through 
its development of beam-weapon tech nologies ,  i s  pur­
suing a war-winning strategy based on a growing 
economy and intense scientific research seems irrelevant 
to them . At the level of fundamentals, this i s  what defines 
the insanity ofthe cruise missi le deployment. 
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The Harrison Williams brief 
Mary Jane Freeman reviews the legal arguments submitted in the 
senator 's Abscam case by a distinguished jurist, E. N. Griswold. 

Just ice Department tactics in the Abscam sting operation 
of U .S .  Sen . Harrison Wil l iams come "very close to the 
pol ice state , : '  charges Erwin Nathan iel Griswold, former 
dean of Harvard Law School and a former U .S .  Solici tor 
General . Griswold's accusation, made in a post-hearing 
memorandum in support of  the senator's  motion to 
dismiss the Abscam indictment aga inst him, i s  one of  the 
few such characterizat ions of  the Abscam operation 
outside of EI R. 

Senator Will iams was convicted May I of "influence 
peddling" in a Justice Department init iated suit that 
involved FBI agents posing as Arab sheikhs offering him 
a br ibe .  The senator never accepted , as proven by FBI 
videotapes, and he says the entire operat ion is a frame­
up designed to e l iminate pro labor Democrats from the 
Congress . 

Wil l iams, who has served as New Jersey's senator 
since 1 958 ,  could lose his seat if the ful l  Senate backs up 
an Eth ics Committee decision recommending expUlsion . 
Professor Griswold, who served as dean of  Harvard Law 
Schoo l  for 20 years , described the Wil l iams frameup this 
way in his post-hearing memorandum:  

"Suppose it  had not been a United States Senator .  
Suppose it had been you or me.  I f  the action involved in 
this case is condoned by this court, and that action is 
upheld on appeal, then such conduct becomes standard 
practice . Is that the kind of country this country should 
be? It is surely very close to the pol ice state , which we 
have always shunned . "  

The two key legal concepts Griswold raises in his 
brief are the entrapment defense and the right to due 
process o f  law . 

No predisposition to crime 
One of the primary ingredients necessary for an 

entrapment defense is predisposition . That is, if the 
prosecution can prove beyond a reasonable doubt that 
a defendant had a predisposit ion to commit  a cri me 
then there is no basis. for the defendant to claim 
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entrapment.  But in the Wil l iams case the government 
lacked any such evidence against the senator . 

In  fact, as Griswold states in his brief, the FBI  agent 
in charge of the overall  Abscam investigat ions, John 
Good, testified at the due process hearing that with 
respect to Harri son Wil l iams the FBI was "starting with 
a clean slate ."  

In  the  most  common of entrapment cases, i .e .  nar­
cotics, a person is identified as act ively involved in a 
criminal  activity-smuggling, for instance . At that 
point, police or government agents set up the circum­
stances by which this known criminal  can be appre­
hended. 

The frameup nature of the Williams case i s  ad­
dressed by Griswold in the following way: 

"They [the FBI ]  had no reason to proceed against 
him . This is  not a case where government officers knew 
about an evi l plan on the part of Senator Wil l iams, and 
moved into his plan for the purpose of detect ing it, 
preventing crime, and bringing about prosecution.  On 
the contrary, this is a case where there is no evidence 
. . .  beyond a reasonable doubt that the Senator was 
predisposed [emphasis in origina l ] . "  

Weinberg, the FBI con man 
Griswold uses the FBI ' s  own transcripts of audio 

and video tapes to show how the govern ment agents, in 
particular Mel Weinberg, the l ifelong con man hi red by 
the FBI  for Abscam,  instigated the crime. In taped 
meetings, Weinberg "by hook or crook" attempted to 
take a legitimate business effort of  the senator's 
fr iends-a titan ium mine-and turn it into a criminal 
venture. 

After citing many examples, Griswold writes: "It  is 
clearly a case where the 'processes of  detect ion and 
enforcement' were 'abused by the instigation by govern­
ment officia ls of  an act on the part of persons otherwise 
innocent in order to lure them to its commission and to 
punish them . '  " 

EIR October 6, 1 98 1  



"What would be the consequence," he asks, "of  an 
approved system of executive infi ltrat ion,  deception and 
spying on the legislative branch , without any probable 
cause or rational reason to suspect-or on the j udicia l  
branch?" 

This same question could have been asked in  Ger­
many during the 1 930s. I t  was through s imi lar frameups 
of government officials who stood in  the way of the 
Nazi "reforms" that the Nazis could final ly gain their 
total itarian control .  

Police state methods · 
"What sort of a society wi l l  we have," asks Gris­

wold, "if cit izens in high office, with long-cont inued 
fine records, can be tested to see i f, by decept ion , 
fabulous lures , and pressures they can be pushed into 
,doing things they would never dream of doing without 
extraordinary and intentional ly venal government pres­
sure?" 

Professor Griswold answers his own question  by 
returning to the Constitution :  " Indeed , there are clearly 
questions of separation of powers invo lved, how far the 
executive branch can properly go in  attacking the 
legislative branch of the Government. This relationship 
requires vigi lance ." 

The second critical issue raised by the former dean 

was due process, "written into the Fifth Amendment i n  
1 79 1  and . . .  the keystone of our basic l a w  today ."  The 
Harvard scholar describes the method of seizure of so­
called evidence in the Williams case as "unique and 
unprecedented ." He gives the fol lowing circumstances 
as examples: "( I) hundreds of conversat ions recorded, 
(2) over an extended period of time, (3) by video and 
audio survei l lance, (4) all without any specific predi­
cate . " 

Puccio's bias 
Another blatant judicial violation raised by Profes­

sor Griswold is the den ial of Wi l l iams's right to a 
"disinterested prosecutor ."  He states; "The defendant 
in a criminal case is  entit led to have a disinterested 
prosecutor, in the sense that the prosecutor's own con­
duct is  not  in  question ."  He then cites a Supreme Court 
ruling, Berger v .  United States, 295 U.S .  78, 88 ( \ 935) :  

"The United States Attorney is the  representative 
not of an ordinary party to the controversy , but of 
a sovereignty whose obl igation to govern impar­
tially is as compell ing as its obligation to govern 
at all; and whose interest therefore, in a criminal  
prosecution is not that it sha l l  win a case, but that 
justice will  be done ." 

In this  case there was an obvious and "sensi­
tive" issue as to whether the prosecution should 
be brought, and as to how that i ssue should be 
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handled at the tria l ,  in questioning witnesses, i n  
making disclosures to  the defendant,  and  i n  argu­
ments made to the court. On a l l  such questions, 
due process required that the prosecuti ng officer 
be in a position to make his j Udgments on these 
crucia l  questions without personal involvement. 
But that was not the situation here . Mr. Puccio 
was deeply invo lved . He was the Chief Task Force 
officer in the Eastern District. He has even sup­
planted the Un ited States Attorney in  this case. 
He joined in planning the various extraordinary 
events which occurred, and supervised the conduct 
of the enterprise. If there was a serious error in  
prosecutoria l  conduct in  this-and we contend 
that there was-Mr.  Puccio jo ined i n  this error .  
He was obviously direct ly and personal ly interest­
ed in the question ,  and he was in no position to 
m ake his prosecutorial decis ions independent of 
his own conduct. 

Fomenting crime 
" [T]he preservation of fairness in  the administration 

of  justice is  the essence of due process," Griswold 
comments .  " M ore importantly, there was no evidence 
of prior crime by Senator Wil l iams,  and no reason to 
expect any particular criminal  conduct to appear at the 
time his survei l lances started . On the contrary, the 
meetings which were recorded were held for the purpose 
of fomenting crime, for the purpose of creating situa­
tions which it was hoped would then pressure Senator 
Wil l iams into improper conduct ."  

The actual improper conduct could have been tested 
if the FBI and the Justice Department's Brooklyn strike 
force had been required to go before a magistrate to get 
a search warrant as it is  n ormally done. In the Wi l l iams 
case the FBI would have been hard-pressed to show 
probable cause. 

At issue here, are fundamental constitut ional  protec­
tions-the right to privacy, security and due process .  
He states : 

The dragnet electronic surveil lance i n  the present 
case should be placed within [a] specia l  category . 
While the l imited use of electronic survei l lance in  
crime detection is wel l-establ ished, the Govern­
ment would be hard-pressed to j usti fy the exten­
s ive use of such surveillance where ino prior or 
ongoing criminal conduct exists.  In contrast, such 
extensive surveillance impinges seriously upon per­
sonal privacy and security, and this becomes more 
clear when it is recognized that sustaining what was 
done here will open the door to virtually unlimited 
surveillance of all citizens anywhere whenever a 
policeman or government officer, or, indeed, a pri­
vate detective, chooses to do so [emphasis added].  
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The Democratic Party 

Battle continues after 
New York primary 

by Joseph Brewda 

Fol l o w i n g  t h e  res u l t s  of N e w  York City' s Sep t .  22 pr i ­
m a ry e lect i on ,  i n  w h i c h  i n c u m bent M ayor Edward Koch 
won both the Democrat ic and Rep ubl ican mayoral  n o m ­
i n at ions ,  Democrat i c  can d i d ate M e l  K lenetsky c o m ­
mented t h a t  he i s  the o n ly Democratic s p o k e s m a n  the  
party  has left-referr ing to the  choice for voters  in  
N o vember between the Thatcher-sty le austerity o f  the 
K och adm i n i strat i o n ,  a n d  the Soci a l i st I n ternat i o n a l  
race- riot appara t u s  of  State Assemblyman Frank Bar­
baro , who is bo l t i n g  the Dem ocrati c  Party to run on a 
left- w i n g  " U n ity Party" t icket .  K lenets ky was backed by 
the N a t i o n a l  Democratic Pol i cy C o m m ittee ( N O PC) ,  
represent i n g  the  " La R ouche w i ng" o f  the  p a rty .  

The pr imary's  u n o ffic i a l  res u lts were 60 percent  fo r 
K o c h ,  36 percent for Barbaro,  and 4.4 percen t for 
K l enetsky,  w h o  was credited with 25 ,467 votes,  a h igher 
total  than the 22 ,987 won by John Espos ito,  K och ' s  
ch a l l e n ger  on t h e  R e p u b l ican s ide o f  t h e  bal lot . 

Even a l l o w i n g  for t h e  poss i b l e  theft o f  a s izeable 
n u m ber o f  K lenetsky votes, the res u l ts for the  N D PC 
newco mer were co ns idered i m pressive by party reg u l a rs .  
I n  the Bro n x ,  h i s  vote averaged 6 . 2  perce n t; c itywide,  the 
range of K lenet s k y  votes,  as reported prel i m i nari ly by 
the press, va ried from 1 .9 percent  i n  u l t ra l i beral  G reen­
wich V i l l age to 1 2 .2  percent  i n  the M orr i san ia  sect ion of 
the -Bron x .  K lenets ky's  vote exceeded 9 p ercent in fi ve 
asse m b l y  d i s t r icts  in  the Bronx and two d i str icts  i n  the 
boro ug h  of Broo k l y n ,  a l l  heavi ly  b l ac k  and H i sp a n i c  
areas . 

" Po l i t ics  w i l l  never be the same i n  New Y o r k , "  
K lenetsky t o l d  a n  e lect i on-n ight  gatheri n g .  H e  vowed t o  
con t i n ue,  he s a i d ,  to g i v e  New Y o r kers a sense o f  t h e  
possi b i l i ty o f  restor ing  the c ity t o  g reatness,  bri n g i n g  
c lass ica l educa t i o n  i n to the scho o l s ,  d r i v i ng o u t  i l lega l 
drugs,  a n d  reb u i l d i n g  i n d ustr ia l  a n d  tech no logical  p re­
em i n ence.  D u r i n g  the pr im a ry deba tes , K och had been 
red uced to m utteri n g ,  " En o ugh of H o n g  Kong 
a l ready" -referr ing  to K lenetsk y ' s  ch aracter izat ion o f  
the m ayor 's  p o l i cies-w h i l e  t h e  name o f  H i t ler 's  eco n o m ­
ics ch ief  Hj a lmar  Schacht beg a n  to become a h o useho l d  
word as the New York Times labor i o us ly editor i a l ized 
agai nst  K l enetsky 's  c h a rges that Koch ' s  auster i ty  pro­
grams lead i n  the same d i rect ion o f  e l i m i n at i ng " useless 
eaters . " 

5 8  N a t i o n a l  

A m aj o r  race i n  N ovem ber w i l l  be for t he Brooklyn 
attorney genera l s h i p .  Former Rep . E l izabeth H oltzman 

won the Democrat ic  n o m i n a t io n ,  defe a t i n g  the  pa l l i d  
N or m a n  Rosen , w h o  is  n o w  ru n n i n g  o n  the  Rep u b l i can 
l i ne for the patro n age-r ich  post . 

H o ltzm a n  has characterized h erse l f  as a fearless 
cr im e-fighter,  pointing to her ro le i n  Watergate and her 
highly p u b l i cized a ttack s  aga i n s t  "waste and co rrup­
t io n . "  Yet over one-q uarter o f  the p r i m ary cam paign 
fund i n g  came fro m  two i n d i v i d u a l s ,  both l iv i n g  i n  Los 
A ngeles:  M ax Pa levsky,  former chai rman o f  Xerox­
Rank, an ear ly  fi nancier of  the N a t i o n a l  Org a n i zat ion 
for the Reform o f  M ar ij ua n a  Laws and l ater  a member 
o f  i t s  board;  a n d  Joyce A s h ley,  the  w i fe o f  the recen t ly  
ret i red chai rman of  Warner C o m m u n icat i o n s ,  the  m ass­
media g i a n t  i m p l i cated in c o n d u i t i n g  d rug-ta i n ted mon­
ey i n to J immy C a rter ' s  1 976 campaign ch est . C h r i st ie  
H e fner,  d a ug h ter o f  Playboy's  H ug h H e fner,  i s  a m o n g  
H o l tz m a n ' s  o t h e r  l i sted fi nanc ia l  bac kers .  

From the record 

Elizabeth Holtzman lau nched her  p o l i t ical  career 

in the mid· I 970s by hounding i n t o  ban k ruptcy the 
B'nai Torah I nstitute, a company that was a com · 

petitor with a firm for wh ich her father Sidney 
acted as aft attorney . Lati n Bel ly  I n c .  a food-cater­
ing service, garnered a big c h u n k  o f  the $25 m i llion 
in federal school- lunch contracts after Liz Holtz­
man leveled "k ickback" charges aga i n st the B'nai  
Torah Institute, wh ich had done m uch o f  the cater­
ing unti l then . Liz Holtzman's  charges were proven 
false in court ,  but  a fte r drawn-out  tr ia ls ,  B' na i 
Torah went bankrupt . 

S idney H oltzman's  status  as cou n se l  for Latin 
Belly o wner I smael Betancourt-a status he admit­
ted in an i nterview o n  Sept.  1 8-while  his daughter 
was dest royi ng Betancourt's  com pe t it ion  raises the 
question of  conspi racy, fraud,  i l l ega l use of  federal 
money ,  and bribery agai n st H o l tzm a n . 

The B ' n a i  Torah I nsti tute was associ ated with 
the n- M ayor Abe Beam e  a n d  other o l d - l i n e  East 
Coast Democrats.  As for I s m ael  Betancourt,  he 
had i n te n ded to run fo r Bronx boro ugh p resident,  
but was removed fro m  the bal lot  fo r pet i t i o n  i rreg­
ularit ies .  Ho ltzma n ,  having received the endorse­
ment of Broo k lyn Democrat ic  ch ief  M eade Espos­
ito, i s  now conside red a shoo- i n u n less the  scanda l 
brea k s  open . 
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Eye on Washington by Stanley Ezrol 

Burning issues 

The following story was told to me 
on Sept. 1 8 ,  while I was sitting in 
the Treasury Department waiting 
for Secretary Donald Regan to 
open the second meeting of Presi­
dent Reagan's Gold Commission :  

"I  walked into the comfortable 
anteroom of an administration of­
ficiars office to discuss some press­
ing policy questions.  I found

' 
the 

official involved with a number of 
aides, associates, and congressmen 
in a discussion of alternative strat­
egies for exiting the office in the 
event of a fire. I l istened impatiently 
for a few minutes and was about to 
offer a suggestion which I hoped 
would bring the discussion to a 
swift conclusion when I saw that an 
adjoining door was smoking . 
Knowing that the room might be 
consumed by a flash of fire at any 
moment, I shouted 'Everybody lis­
ten ! Get out of here ! The place is 
burning down ! '  

"The official slowly turned his 
head toward me and spoke co ldly,  
' I f  you weren't so obsessed with 
your own ideas, you would have 
paid some attention and realized 
that that is the very problem we 
have been discussing all morn ing . I 
assure you we are working as 
quickly as we can with the best 
experts available to arrive at a con­
sensus on how to best deal with this 
fire. We have already concluded 
that exiting rather than attempting 
to extinguish the fire is the route we 
shall choose, and we are merely 
hammering out the detai l s . '  He 
then turned to an aide and asked, 
'Now, how quickly can we get a 
request for written testimony into 
the Federa l Register?' " 

Mr.  Regan opened the Gold 
Commission meeting by saying the 
commission's purpose was to as­
semble a report for Congress on 
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how to use gold to facilitate the 
"tight monetary discipline" pol icy 
which he was already pursuing, 
thereby announcing that the com­
mission was useless for those of  us 
who know gold m ust be used to 
establish a workable means for 
credit expansion . I stayed to see if 
any disagreed with chairman Re­
gan; none did. 

The issue most heatedly and 
lengthily debated by the commis­
sion was the question of  how far 
beyond the legally mandated Oct .  
1 7  deadline the submission of  a re­
port to Congress could be delayed . 
The only solid majority agreement 
was that the deadline could not be 
met .  After an hour, Regan deter­
mined to inform Congress that the 
commission was hopelessly dead­
locked on when to complete work . 

Regan moved to the centra l 
item on the agenda, the discussion 
of substantive proposals for gold 
m onetary systems.  This agenda 
item was al lowed about six or seven 
minutes . Murray Weidenbaum, 
chairman of the President's Council 
of  Economic Advisers, confessed he 
had no position on how gold might 
be used and looked forward to 
learning a lot from the more knowl­
edgeab le commission members. He 
did, however, assert that tight mon­
ey was necessary because "human 
needs appear to be insatiable and, 
therefore, discipline is required ."  
This  reminded me eerily of a lecture 
I had been given in summer camp 
immediately before the beginning 
o f  the end-of-season barbecue . The 
head counselor who had developed 
the lecture was arrested the fo l low­
ing season for embezzlement. 

The m eeting concluded with a 
report from the commission staff 
on how m onetary systems function ,  
for the benefit of  the 16  distin­
guished Reagan economic advisers 
who know nothing about that. 

Solidarity about what? 

After seeing the Reagan economic 
decision-making process at work, I 
should not have been surprised the 
fo llowing day to see perhaps 
300,000 American trade unionists 
assemble on the Capitol mall to 
protest Reagonomics. Neither was 
I surprised to find the leadership of 
this  assemblage in disarray on the 
same economic policy questions.  

One of the official 14 issues of 
the demonstration was opposition 
to V olcker's high interest-rate poli­
cy , but none of the demonstration 
leaders seemed to disagree with 
Volcker . Vernon Jordan of  the Ur­
ban League, one of the demonstra­
tion speakers, has praised Paul 
Adolph Volcker as a " fine econo­
mist" and "good friend ."  Ken 
Blaylock, who led his A merican 
'Federation of Government Em­
ployees into the march disco-danc­
ing to the chant , " I'm al l  fired up. 
Can't take no  more," and Rep .  
Stenny H oyer (D-Md. )  told me they 
agreed that the federa l deficit had 
to be reduced to lower interest 
rates . They want to reverse the Rea­
gan tax cuts and reverse the Regan 
budget cuts; in other words, leave 
the economy as is .  

In  keeping with i ts  policy of  
lying that its membership supports 
environmentalism , the A FL-CIO 
invited genocidal environmentalist 
Barry Commoner to the ra l ly as a 
"specia l  guest. " Mr .  Commoner, 
dressed as a fruit salad, claimed 
that he and others l ike him were 
responsible for the success of the 
demonstration .  M uch to the sur­
prise of the demonstrators , almost 
none of whom dressed like fruit 
salads, the AFL-CIO issued a press 
release describing the event as a 
resurgence of  a coalition of trade 
union ists, minorities, women's 
groups and envi ronmentalists . 
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Congressional Closeup by Barbara Dreyfuss and Susan Kokinda 

Banking Committee 
punts on Volcker 
Representative Fernand st. Ger­
main (D-R.I .) has announced that 
the House Banking, Finance and 
Urban Affairs Committee, which 
he chairs, will conduct "grass­
roots" hearings on interest rates 
during October, November, and 
December. Field hearings have 
been announced, however, for only 
the following times and places: 
Minneapolis-St. Paul ,  9:00 a .m . ,  
Oct. 19 ;  Seattle, Nov .  6; Tucson, 
Nov .  7 ;  Chicago, Nov. 9;  Atlanta, 
Nov. 1 3 ; and Providence, Nov. 23 .  

But most congressmen have al­
ready gotten the message that 
America is fed up with Paul Volck­
er and will be addressing the issue 
one way or the other before the 
Banking Committee gets around 
to '-holding its hearings. Sen. John 
Melcher (D-Mont.) intends to put 
onto the Senate floor on Sept . 28 
his resolution to bring down inter­
est rates as an amendment to the 
debt-ceiling bi l l .  

House Speaker Tip O'Neill (D­
Mass .) ,  who's working with Rob­
ert Byrd on the Senate side to delay 
any such action,  gave his formal 
endorsement to the Banking Com­
mittee's belated hearings at the 
Sept.  1 6  House Democratic Cau­
cus meeting, more or less confirm­
ing that the hearings are a stalling 
tactic. 

O'Neill told Congress when it  
reconvened after the August recess 
that legislation to force a lowering 
of interest rates is unnecessary . He 
claims his stalling game wil l  help 
the Democratic cause by showing 
up the President's economic in­
competence. I f  we al l  go into bank­
ruptcy in the process, Tip figures it 
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will  help the Democrats . 
Not everyone on the Demo­

cratic side is sitting stil l .  One a ide 
close to the moderate Democratic 
leadership indicated that hearings 
on interest rates are being organ­
ized by other committees .  And he 
added, "We don't want to hear 
about everyone who is destroyed.  
We already know that .  We want to 
focus on what long-term so lutions 
could be effective."  

Federal marijuana 
farm proposed 
Congressmen Stewart McKinney 
(R-Conn.)  and Newt Gingrich ( R­
Ga.)  on Sept. 1 6  introduced H . R .  
4998, which would put the federal 
government into the business of 
cultivating marij uana.  

The House bi l l  would al low 
doctors to prescribe marij uana to 
cancer chemotherapy and rad ia­
tion patients and to glaucoma suf­
ferers . 

I t  would also establ ish a gov­
ernment office in the Department 
of  Health and Human Services to 
cultivate, manufacture, and dis­
tribute marij uana to doctors .  
M cKinney's  office estimates that 
about 1 mil lion people would be 
eligible to receive marij uana under 
this law. 

There are nine other co-spon­
sors of  the bill, including Rep . 
Richard Ottinger (D-N .Y .) ,  one of 
the staunchest advocates of the 
Carter administration's Global 
2000 policy to decrease the world's 
population by 2 bi l l ion by the year 
2000. 

The bil l  was drafted in col lab­
oration with the Al liance for Can-

nabis Therapeutics, a spin-off of 
NOR M L, the marij uana legal iza­
tion lobby . 

The Alliance is headed by Bob 
Randall ,  a board member of 
NORML.  Although they claim 
that the McKinney bi l l  is  a "con­
servat ive" one, pertain ing only to 
medical uses of  marij uana, 
NOR M L  spokesmen gloat that it 
is a beginning toward ful l  legali­
zation . 

" I t  is a step in the right direc­
tion . I t  would allow people to be­
come more famil iar with mari­
juana and that wil l  allow us to 
begin to rea lize fu l l  legalization." 

Senators rap Volcker, 
offer no solution 
Republicans and Democrats on the 
Senate Smal l  Business Committee 
gave administration spokesman 
Jerry Jordan a difficult time on 
Sept .  23 when he tried to defend 
the administration's  continuing 
support for the Federal Reserve's 
tight money policy .  However, the 
Democrats in particular, fai led to 
suggest any serious alternative. 

" Small  business is going bel ly 
up in an unprecedented way," 
the committee chairman, Lowell 
Weicker (R-Conn.) ,  told Council of 
Economic Advisers member Jor­
dan . "You may have a great policy 
for big companies and rich people, 
but who's  going to be left standing 
in the small  business community?" 

Weicker was joined by fel low 
Republican Al  D'Amato (R-N.Y.) 
who charged that the administra­
tion's support for these monetary 
po licies "won't do the dead busi­
ness community any good." 
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Democratic members of  the 
committee, who include Sam Nunn 
(Ga .), Paul Tsongas (Mass.)  and 
Max Baucus (Mont.) ,  attacked the 
effects of h igh interest rates, but 
offered equal ly bad solut ions ,  
echoing the proposals of  Federal 
Reserve Vice-Chairman Frederick 
Schultz ,  who told the committee 
that lowering tax cuts is the way to 
bring down interest rates . 

The Fed maintains that budget 
deficits, and not Paul Volcker, are 
responsible for high interest rates .  
It seems that a number of Demo­
crats have accepted the Fed's l ie .  

The final witness, Republ ican 
economic adviser Alan Greenspan, 
made a surprisingly sharp state­
ment concerning the depth of the 
financial cri si s .  Greenspan said, 
"The probability that the financial 
system will crack is never large . 
Nonetheless, at the current level of  
interest rates, the  risks of break­
down, though sti l l  small ,  are no 
longer insignificant." Greenspan's 
prediction was probably the most 
accurate heard al l  day . 

Rep. Rangel : no aid 
for poppy growers 
Representatixe Charles Rangel (D­
N.Y.) introduced legi slation in the 
House Sept . 22 that would proh ibit 
U.S. assistance to nat ions that pro­
duce or export opium.  Aides to the 
congressman said that the main 
country involved would be Paki ­
stan, a lthough Thailand and Bur­
ma also would be affected by pas­
sage of the bi l l .  

"I  just find it astounding that 
this administration would consider 
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a $3 bil l ion military and economic 
aid package to a country that' s one 
o f  the largest suppliers of  hero in to 
the United States ," declared the 
congressman . 

" I 'm  incredulous," he said in 
reference to the Reagan adminis­
tration 's  proposed military sale to 
Pakistan .  

"I  can understand the reasons 
for the package , the admin istra­
tion's concern about the Soviets 
and communism . But given the 
administration 's  stated concern 
with drug abuse, the fact that 
they've done nothing to cover nar­
cotics control at all borders is 
criminal neglect . 

"We've done this successful ly 
with Turkey and Mexico . It works .  
I t ' s  necessary . Why not Pakistan?" 
Rangel asked . 

Rangel noted that deaths at­
tributed to heroin in New York, 
his home city, climbed 1 1 7 percent 
over a one-year period.  He re­
vealed that while the influx of her­
oin from other countries holds 
steady, in 1 98 1  Pakistan is expect­
ed to produce toO metric tons of 
opium , which equals 10 tons of 
heroin . 

Although sources close to the 
congressman say they do not ex­
pect quick action on the legisla­
tion,  they hope that it wil l  provoke 
much debate . 

B ill would protect 
naval production 
Congresswoman Claudine Schnei­
der (D-R . I .) has introduced H . R .  
3464, a permanent amendment t o  
the United States Code t o  ensure 
that vessels of the United States· 

Navy are built in domestic ship­
yards. 

Since 1 968 such an amendment 
has always been added to appro­
priations bil ls ,  but Schneider de­
clared that such an important issue 
should not be left to chance every 
year. What had specifically 
prompted her action, she said , 
were statements made over the past 
several months by Navy Secretary 
John Lehman that he would look 
to foreign sh ipyards to produce 
some U .S .  ships i f  the problems at 
the domestic shipyards were not 
quickly corrected. 

The House Armed Services 
Subcommittee on Seapower and 
Strategic and Critical Materials 
held hearings on the legislation 
Sept. 24. Written or verbal testi­
mony came from both Rhode Is­
land senators; the governor of 
Rhode Island; Frank Drozak , the 
president of the Seafarers Interna­
tional Union; Page Groton, assis­
tant international  president of the 
International Boilermakers; the as­
sistant secretary of the Navy for 
shipbuilding, and others . 

All the witnesses supported the 
bill ,  except the Navy representa­
tive, who called it overly restrictive 
and inadvisable as a permanent 
measure. He stated that the Navy 
has no current plans to use foreign 
shipyards, but that this may 
change in the future . 

The subcommittee voted up the 
bill with an amendment that pro­
vides exemptions if it is deemed in 
the national security and if the 
President provides 30 days' notice 
of a decision to use a foreign ship­
yard . The full committee is expect­
ed to act this month . At present 
there is no comparable legislation 
in the Senate. 

I 
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Laborers Union attacks 
high interest rates 
The Laborers I nternational Union of 
North America (LIUNA) overwhelm­
ingly passed a resolution condemning 
the h igh interest rates of  Paul  Volcker's 
Federal Reserve at their national con­
vention in H ollywood, Florida, Sept . 1 8 .  
The reso lution reads i n  part: 

"There is no do ubt that one o f  the 
major  obstacles to curing some of 
America 's  economic woes is the degree 
to which interest rates have soared over 
the last two years. The tight m oney 
pol icies of the Federal Reserve Board 
and the Reagan admin istration have se­
riously hampered the capacity of  the 
economy to get back on i ts feet. . . .  
Housing has become unaffordable for 
most American fami l ies and the com­
mercial inst itut ional and industrial sec­
tors of the construction industry are at a 
standstil l .  U nemployment in construc­
tion rose above 1 6  percent during the 
summer of 1 98 1  . . . .  

"High interest rates have had a sim­
i lar devastating effect on many other 
important sectors of  the U .S .  economy, 
including b uilding m aterials ,  automo­
bi les, agriculture, and thrift institutions .  
In  addition ,  high interest rates have 
retarded the program of increased in­
vestment in new plant equipment widely 
recognized as necessary to restore the 
health of  many basic industries . . . .  Fur­
thermore, high interest rates have been 
a major  contrib utor to in flation,  as the 
cost of borrowi ng was factored into 
prices of most goods and services pro­
duced in  this country ."  

The reso lution then cal ls on Con­
gress , the President, and the Federal 
Reserve Board to lower interest rates, 
ensure adequate financing for new in­
dustrial capacity and housing, and re­
form the Fed to include representat ives 
of industry ,  labor,  and agricu lture. 

The L I U N A  convention a lso passed 
resolutions supporting the mai ntenance 
of Social Security, attacking deregula­
tion of trucking and other industries, 
attacking the proposed tax cuts as en-
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couraging speculat ive ventures rather 
than productive investment, and sup­
porting the Davis- Bacon Act, which is 
under attack in  Congress. 

Final ly the Laborers con vention also 
called for a public forum to investigate 
control of  television networks, citing the

' 

media's "excessive i n fl uence and poten­
tial for abuse," which "carries im mense 
power to m o ld public opi n io n ,  indoctri­
nate the young and distort human val­
ues ." 

Seminar brings 'war on 
drugs' to Congress 
The first ' in  a three-part Capitol Hi 1 1  
seminar series cosponsored by the Na­
tional A nti-drug Coalit ion and EIR' s  
biweekly newsletter on terrorism and 
l aw enforcement, Investigative Leads.  
was held Sept. 24 in �ashington ,  D.C.  

Aides attended from the offi ces of 
Senator DeConcin i and Representatives 
McCol lum,  Geo rge Brown , Patm an,  
Fauntroy , Causen , and M i nish,  along 
with representatives from the National  
Rifle Association ,  Moral M aj ority, 
League of United Latin American Coa­
litions, Organization of  American 
States , National League o f  Cities, 
American Legion,  and the American 
Association of Retired Persons,  M em­
bers of  the I nternational Association of 
C hiefs ,of Police, the metropol itan police 
of Washington ,  D . C . ,  the Law Enforce­
ment Officers Associat ion ,  the N ational 
Association of Attorn eys Genera l ,  the 
Drug En forcement Admin istrat ion,  and 
the federal Law En forcement Assistance 
Admin istration were also at the sem inar, 
along with representat ives of the Justice 
and Treasury Departments, the I nterna l  
Revenue Service criminal  investigat ions 
divis ion,  the I m m igration and Naturali­
zation Service, the Government Ac­
counting Office, I n terpol ,  the Senate 
Permanent Investigations Subcom mit­
tee, and the House Foreign A ffairs 
Committee. 

John T.  Cusack, a former drug en­
forcement o fficial  k n own for h is role i n  
breaking up the " French Connection,"  

o utl ined the history o f  drug enforcement 
with particular emphasis on the success 
in el imination of drug production and 
trafficking during periods of strenuous 
i nternational cooperati on among na­
tions,  "which I ' m  sure Schmidt, Lopez 
Porti l lo ,  Gandhi and all  ot-her Third 
World leaders wo uld back ."  

EI R Counterintelligence Editor Jef­
frey Steinberg, co-author of the best 
seller Dope, Inc . .  b lasted the government 
for having no strategy to combat drugs, 
referring to the dismantling o f  the Drug 
Enforcement Administration in this re­
gard. 

A question from the audience on the 
proposed merger of the D EA and FBI 
was answered by Cusack,  who gave an 
impassioned defense of  the DENs role 
and why i t  has recently been maligned. 
He said that with proper marching or­
ders from the Reagan admin istration, 
proper financing, and proper support, 
the D EA could win the war against 
drugs .  

New cuts slated 
for energy and space 
The second round of fiscal year 1 982 
budget cuts forwarded to Congress last 
week promises to paralyze the Congres­
sional budget process for the Depart­
ment of Energy ( DOE) and the National 
Aero nautics and Space Administration 
(NASA).  

Congressional sources report that 
OMB Director David Stockman has de­
manded that $ 1  bi l l ion be slashed from 
the fiscal 1 982 DOE b udget. Although 
DOE Secretary Edwards promised three 
weeks ago that no new cuts would come 
from the research programs, a cut thllt 
size leaves no choice. If Congress does 
not accede outright, no budget will be 
passed unti l  another round of haggling 
in  each committee is complete. Mean­
while, the DOE's  fusion work wi11 con­
tinue at the lower, fiscal 1 98 1  levels ,  
halting work planned for startup in the 
next few months . 

The fiscal 1 98 3  budget for fusion 
looks no better . The DOE requested 
$532 mi l l ion for fusion,  but Stockman 
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now demands that $2.5 bi l l ion be cut 
from the fiscal 1 983 budget. Sources 
report that the Energy Department's 
Office of Fusion Energy is now 
undergoing "disaster exercises" and that 
scientists have been recalled from im­
portant internatonal meetings to cope 
with a possible slash in the fusion budget 
to $460 mil l ion.  

Despite the spectacular success of 
Voyager and the Space Shuttle, Stock­
man is also demanding that addit ional 
cuts be made in  the fiscal 1 982 NASA 
budget, ensuring that America wi l l  have 
no space program in the future. Al­
though it is not possible that these new 
cuts wi ll be accepted by former astro­
naut Sen . Harrison Schmitt or the 
House, Reagan has stated that he will  
veto the fiscal 1 982 NASA budget un le�s 
the additional cuts are made. 

I f  the fiscal 1 982 budget is  tied up on 
the Hill in  a dog fight with the adminis­
tration ,  Stockman wi ll  get his cuts de 
facto . 

Banker : Volcker trying 
to depopulate U.S. 
At a Sept . 22 press con ference held in  
Richmond, Virginia to demand the 
ouster of Federal Reserve Board Chair­
man Paul Volcker, the head of a large 
Virginia Savings & Loan Association 
charged that the Fed chairman is out to 
reduce the size o f  the American popu la­
tion . 

William Patton's  accusation startled 
the eight press represen tatives assembled 
outside the doors of the Federa l Reserve 
Bank for the con ference, jointly spon­
sored by A .  L .  Ph il lips of the Virginia 
American Agriculture M ovement, Bruce 
Director of the N ational Democratic 
Policy Committee, and leading savi ngs 
and loan bankers. All the participants 
demanded Volcker' s resignation and an 
immediate lowe ring o f  U ,S o  interest 
rates to foster growth of productive 
economic activity. 

NDPC leader Director began the con­
ference by citi.ng a Federal Reserve doc­
ument describ ing a scenario for the con­
trolled col lapse of  U . S .  savings banks 
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and their buyup by the large commercia l  
banks.  

Senate urged to 'be 
serious' on Williams case 
Senator M alcolm Wallop ( R-Wyo.) ,  the 
chairman of the Senate Select Commit­
tee on Ethics, told Congress last week 
that he was concerned that less than 
one-third of the Senate had viewed the 
FBI videotapes used to convict Sen .  
Harrison Will iams (D-N.J . )  of "influ­
ence peddling" in the Abscam trials . 
The Senate m ust vote on a recom men­
dation by the Ethics Committee to expel 
Will iams, pending the Oct. 7 decision by 
Judge Pratt on whether Wil l iams's due 
process rights were violated . 

"The public has a right to k now that 
the Senate i s  taking the Wil l iams matter 
seriously . . . .  There is no more valuable 
time that a senator can spend than ful­
fil l ing the constitutional  role that is  re­
quired of us to j udge the fitness of a 
member of this body," Wallop said.  

He warned the senators "not to use 
the Ethics Committee's expressed re­
commendation as a 'crutch,' ' '  but to 
make their own independent j udgment 
based on al l  the m ateria ls, i nclud ing the 
briefs and responses by Senator Wil­
l iams.  

"The public perception of every sit­
ting senator will hang on the j udgment 
the Senate makes, and the Senate will be 
asked to defend that j udgment ."  Wallop 
noted that the Senate had not expelled 
one of i ts members except for treason,  
and that during the  Civ i l  War. 

Wallop's comments fol lowed in­
creasing exposure of the Justice Depart­
ment's m isconduct in the Wil l iams trial .  
On Sept .  24 syndicated co lumnist Jack 
Anderson reported that the forem an of 
the j u ry that convicted W�lliams in May 
said it would have been a hung j ury i f  
Justice Department memos showing 
FBI pursuit of Wil liams through 1 3  
months of n o  wrongdoing had been 
allowed into evidence. The j urors were 
troubled by the entrapment issue, the 
foreman said, but were not al lowed by 
Judge Pratt to cons ider it. 

Briefly 

• REP. JACK KEMP'S office 
reports that the Reagan adminis­
tration is  currently working on a 
draft of its own legislation to es­
tablish "free enterprise zones ." 
They expect a bi l l  to be introduced 
early next year. Kemp's office says 
that they will try to pass the legis­
lation "over the bodies of organ­
ized labor . " .  

• JERRY BROWN, governor o f  
California, brought a court action 
Sept. 22 to block the NRC-ap­
proved startup of the Diablo Can­
yon n uclear plant.  

• DAVID ROCKEFELLER de­
fended high interest rates but dis­
avowed his influence over U.S .  
government policy in  a series of 
speaking engagements in Seattle 
last month. He said that "interest 
rates are l ikely to drift downward 
but the Federal Reserve's tight 
money policy in  face of huge 
credit demands by the U . S .  Treas­
ury wi l l  not allow interest rates to 
drop quickly." 

• A LBERT SHANKER, head of 
the United Federation of Teach­
ers, says that Paul  Volcker is a 
great defender of America's poor. 
"You can't legis late low i nterest 
rates," explained Shanker. " Laws 
against usury are designed be­
cause minorities and others who 
can' t  get normal credit  must pay 
very high interest rates.  Laws 
against usury are designed to pre­
veI)t those minorities from getting 
any credit at a l l ."  

• M EYER RASHISH says that 
Global 2000 i s  a very humanist 
study in  its approach ." The un­
dersecretary of state for economic 
affairs was answering an EIR 
question at a New York seminar 
Sept. 2 3 .  "I understand [Global 
2000] is  a document that can 
hardly be characterized as geno­
cida l .  I t  is a well-thought-out 
study that looks to the future on 
environmental and population is­
sues," he asserted . 
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Energy Insider by William Engdahl 

That controversial Alaskan oil 

A reo 's Robert O. A nderson has enjoyed a near monopoly until 
now. The nation has been the loser. 

The nation's seventh largest i nte­
grated oil company, Robert O. An­
derson's Atlantic Richfield (Arco) , 
has let it be known that it opposes 
the new five-year accelerated oil 
and gas leasing schedule an­
nounced by Interior Secretary Watt 
earlier this year. The focus of  this 
controversy involves the opening 
up of vast untapped Alaskan feder­
al lands, on and offshore, to explo­
ration and development. 

The Sept . 29 Outer Continental 
Shelf lease sale, OCS Sale #60, cov­
ers more than 850,000 acres in  Alas­
ka's Lower Cook Inlet and Shel ikof 
Strait, some 3 to 23 miles offshore. 
It is the largest single offshore lease 
sale in the embattled history o f  
Alaskan resource development . 

Development of the frontier 
lands of Alaska had been the focus 
for one of the most heated battles of 
the Carter administration .  Carter 
Interior czar Ceci l Andrus man­
aged to administratively lock up 
more than 1 00 mil l ion acres until 
the December 1 980 passage of the 
misnamed Alaska National Interest 
Lands Conservation Act of  1 979 . 
That law, pushed by arch-environ­
mentalist Moe Udall in Congress, 
more or less permanently locks up 
some 1 04 million acres as national 
parks, wilderness areas, and such. 

The stakes here are high indeed 
in terms of  future energy avai labi l i ­
ty .  Whi le the U .S .  Geological Sur­
vey estimates for possible o i l  and 
gas resources in the area covered by 
OCS #60 total m i l l ions of  barrels of 
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oi l ,  the untapped resource estimate 
for Alaska as a whole is truly enor­
mous .  

I talked with John Guy of the 
National Petroleum Council . That 
industry group, which acts in an 
advisory capacity to the govern­
ment, i s  completing a comprehen­
sive two-year resource assessment 
of Alaska. Their preliminary esti­
mate is that we ,have probably 
about 44 bil l ion barrels of oil or its 
natural gas equivalent yet to be dis­
covered. This does not even take 
into account the estimated 1 0  bi l­
l ion barrels in the North Slope's 
Prudhoe Bay Field , where Robert 
O. Anderson, together with British 
Petroleum's Sohio, dominates the 
largest si ngle U . S. oil discovery. 

What is remarkable is how little 
access has been permitted to Alas­
kan areas since the "fortuitous" 
discovery back in  1 968 by Arco at 
Prudhoe Bay . I n  1 980, Prudhoe Bay 
produced more than 1 .5 mill ion 
barrels a day, 1 6  percent o f  U . S .  
production . 

I have done some extensive in­
vestigation into the bizarre Mr .  An­
derson in connection with a special 
report j ust released by the Parity 
Foundation of Detroit, M ichigan 
("Who's Running the Witch-Hunt 
of  James Watt") .  There is strong 
presumptive evidence that Ander­
son's meteoric rise into multina­
tional oil big leagues got an assist 
from certain well-placed cronies in 
the Department of  Justice Anti­
Trust Division when they forced 

Sinclair Oil to divest its Richfield 
Oil stock into his waiting arms .  
This was  the  p lum that gave him the 
choice Prudhoe Bay acreage. 

That may be neither here nor 
there, but the "Republican inde­
pendent oilman" Anderson also 
chairs one of the most viciously 
effective antigrowth centers for 
subversion of industry and growth: 
the Aspen I nstitute for Humanistic 
Studies. Robert O. Anderson per­
sonally financed the 1 969 creation 
of Friends of  the Earth and "Earth 
Day,"  which publicly launched the 
antigrowth movement that so vehe­
mently opposes Watt's policies to­
day. 

His "think tankers" at Aspen 
have architected virtually every ma­
j or piece of  antigrowth legislation 
of the last 15 years .  Aspen Institute 
Energy Commission head John Sa­
whill , who also sits on the Trilateral 
Commission, shaped the Carter 
Crude Oil  Windfall Profits Tax . At­
lantic Richfield, according to cer­
tain reports, played a central be­
hind-the-scenes role in designing 
that tax . Arco's rich Alaskan pro­
duction went largely unscathed be­
cause of an exempting amendment 
"in the national interest" . 

The president of Arco is on re­
cord stating that Arco has "never 
fought against" the windfal l  tax .  
Such a n  attitude is consistent . I n  
1 974 Anderson called for elimina­
tion of the percentage depletion al­
lowance, the heart of the mecha­
nism by which independents in this 
country have been able to explore 
frontier and other areas and pro­
duce our energy needs .  

And now Mr .  Anderson is  hol­
lering that Secretary Watt wil l  up­
set his pretty l ittle Arco apple cart 
by opening up the Alaskan plum to 
all comers .  
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