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From the Managing Editor 

F or the first time in EIR's history, w� devote an entire issue to a 
year-end review, prepared under the direction of Editor-in-Chief 
Criton Zoakos. We found this a useful undertaking, and-despite the 
dangers and defeats over the past 12 months to partisans of technolog­
ical growth-a particularly happy one, for it underlines EIR's own 
importance internationally in challenging and undermining the mass 
murderers known as Malthusians. 

What is on every policy-maker's mind as we go to press is Poland. 
Below you will find an overview of the seemingly disparate policy 
elements required to supersede such crises: exposure of the British 
intelligence/KGB operatives who are r.nanipulating Eastern Europe 
and the Middle East as superpower flashpoints; the susceptibility in 
Washington, D.C. to the Friedmanite version of the same decapitali­
zation and decentralized "sharing the poverty" that Solidarity's KOR 
radicals demand; and the necessity of international monetary reorgan­
ization, industrial investment, and Western export expansion as the 
prerequisite for rescuing, not only Poland, but the OECD economies 
as well. 

During 1981, EIR has provided the quality of intelligence and 
judgment required to deal with this conjuncture. The question is to 
what extent it will be acted on. We look forward to a 1982 of very 
nasty policy fights and very tangible gains for the cause of human 
development. 
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This year-end issue o f  the Executive Intelligence Review 
places before y o u  a p a n o ram i c  s u m m a ry of the "�tory 

behind the story" respecti ng the momen to u s  develop­

ments which steered the fo rtu nes of o u r  species dur i n g  

1 98 1 .  The i ndivi d u als w h o  report to y o u  t h e  var i o us 

aspects o f  t h i s  past year' s  develop ments, the authors  o f  

the art icles which follow, a re n ot ord i n a ry j o u r n alists, 

nor merely astute analysts enj oy i n g  a certa i n  rep utat i o n  

i n  their particu l ar fields . Above all, they a re men a n d  

women disting u ished b y  the co m m itment t o  i n troduce a 

morally informed scien t i fi c  perspective and o utlo o k  i n t o  

the public affa irs a n d  polit ical  str uggles o f  t h e  var ious  

nations to w h ich they belo n g. In  many respects, they and 

their associ a ti o n  helped shape the eve n ts u p o n  w h ich 

they are repo r t i n g .  

Repeatedly du ring t he cou rse o f  t h i s  p ast yea r ' s  m a n y  

sharp crises, t h is review and i ts dist i n g u i s h ed fo u n der, 

Contribut ing Editor  Ly ndo n  H. LaRo uche, J r., as ked 

publicly the q uest i o n :  "Do we as a n ation, do we as a 

species, h ave the m o ral fit n ess to s u rvive'?" 

W ith h im,  o u r  n u mero us  s ubscr ibers and c l ients as 

well as o u r  staff as ked the same quest i o n :  "Do we as a 

n a t i o n ,  as a species, h ave the mo ral f itness to s u rvive'?" 

A s  o f  th i s  w r i t i n g, despite the e n o r mity o f  the Po l ish 

cris i s, and o f  the Middle East cr isis, a n d  of the wo r ld 

fi nanc ial c r i s i s, and o f  that i n  Central America, and of  

t hat in  strategic relations, the h u man species has  s u r-

4 S pecial Repo rt 

vived. We have th erefore demonstrated the moral fi tness 

to s u rvive th roug h the yea r 1 98 1 .  I t  h a s  been a c l ose call . 

Pry i ng i nto what lies i m mediately ahead fo r the h u m an 

species, we can say that the m o dest ach ievemen t o f  

hav i n g  m ade i t  t hro ugh 1 98 1  calls for a very short a n d  

sober celebrat ion . A m uch m o re p r o fo u nd, a tougher, 

and a better-in fo rmed "moral fi t n ess to su rvive" wil l  

h ave to co me i n to play if  the dangers t h at lie ahead are t o  

b e  defused a n d  defeated.  

The toll  
F i rst o f  all, not  all the h u m a n  species su rvived 

d u r i n g  the past year. Tens of t h o u s a n ds died mean i n g­

less deaths  i n  the swa mps a n d  j ungles and on the 

pavemen ts o f  Central A merica, on the pla teaus o f  I ran,  

in  the arid, starvi n g  wastes o f  A frica . T h e  shooti ng w ars 

that are tak ing their toll a re "Th ir ty  Years' War" 

p o p u l at i o n -control scen a r i os .  There a re State Depart­

ment o fficials  left over fro m  the Ca rter adm i n i strat i o n  

w h o, sayi ng what they really t h i n k  o ff t h e  reco rd, t a k e  

p r i de i n  t h e  death rates a m o n g  " c h ild-beari ng age 

fem a les" i n  Cen tral America' s com bat zones.  There are 

1M F plan ners and an alysts w h o  ex p l a i n  to j o urnal i sts 

how they h ave cold-bloodedly calc u l ated the Afr ican 
death-by-fam ine rates as a result of the 1M F' s credit 

Locust plague in Ethiopia: the imperative of mastering nature. 
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control  "conditionalities ." I n  I ran, Ayato l l ah Khomein i 
and his British. intelligence and Sov iet KGB backers 
have un leashed domestic genocide, ca rried out with the 
brutal ity requi red for executions of 9-year-old chi ldren . 

This suffering is the result of policy. The politics of  
1 98 1 ,  perhaps more than of any other postwar year, 
were di rect ly determined by "species" policies, in the 
sense o f  population-control pol icies. 

When President Reagan entered the White House in 
Jan uary , he inherited an admin istration which had been 
committed to a detailed world population reduction 
program ,  J immy Carter's  Global 2000 Report, which in 
scope and scale was one hundred times worse than the 
genocide carried out by the Austrian hippy Adolf  
Hit ler .  Global 2000 called for the el imination of  two 
billion people worldwide by the year 2000 A . D .  In  a 
publ ic speech during August 1 980, the then Secretary of 
State Edm und Muskie stated that Global 2000 would 
not be merely a Carter admin istration program but it 
would be a general orientation of  binding character for 
any future American government. 

After his formal assumption of  office, our current 
Secretary of State, Alexander M. Ha ig, J r . , mustered 
enough of the English l anguage to state that he, too, is 
committed to the Global 2000 doctrine of popUlation 
contro l .  A coalition of moral ly corrupt Senators and 
Representatives, goaded by a more corrupt media cam­
paign , have continuously throughout the year fought to  
keep a l ive this commitment to  genocide one  hundred 
times worse than that of H itler. Thei r fight has taken 
the form of  ensuring that Federal Reserve Chairman 
Paul Adolph Volcker is not removed from his office by 
President Reagan .  

The new President 
In this and many other fields of battle, M r. Reagan 

has been a besieged President .  He brought into the 
White H ouse his own wel l-known disadvantages , but he 
also brought an intangible asset of great political value: 
his personal decency is that of a man who is absolutely 
committed to do his moral best to rise up to the 
challenges confronting his high office .  I n an extremely 
adverse situation, with the worst political advice avail­
able, with inadequate prior preparation,  with assassina­
t ion threats and actual assassination attempts, with an 
increasingly chaotic world situation , with sabotage and 
outrigh t betrayal among his economic advisers, with 
the Federal Reserve, the big banks ,  and the Eurodollar 
market at war with him,  President Reagan succeeded in 
salvaging a sense of measure and proportion in his 
work . This perhaps more than anything else is the cause 
why we merely survived the year 1 98 1 .  

With a lesser man we would have now been past the 
gates of the inferno .  But with a true statesman, the 
electoral mandate given to President Reagan in Novem­
ber 1 980 would have become the basis for having made 
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1 98 1  into the beginn ing of a new great era of  prosperity 
and ful fi l lment for the world and for the Un ited States 
of America . I n this sense, 1 98 1  was not the year in 
which we "survived," it was the year of  missed oppor­
tun ities: the year  1 98 1 wil l be characterized by historians 
as a great moment which found a little people, in the 
words of  the great German poet Friedrich Schi ller. 

When Reagan came into office, the American people 
were ready for great things .  Their vote was an over­
whelming rejection of the patheti c and vicious J immy 
Carter' s Global 2000 Report. The nation wanted its 
nuclear industry to be revived; it wanted Pau l  Adolph 
Volcker to be kicked out and credit to now back into 
industry and agriculture; it wanted the government's 
finances to be taken out of the hands of  New York 
City 's  treacherous "investment banks . "  

The  secret in American popular pol itics i s  no t  the 
citizens '  loud resentment of "huge federal deficits,"  it is 
the fact, which citizens implicitly know and resent, that 
these huge deficits place their own sovereign govern­
ment at the mercy of those bankers who ,  in conn ivance 
with the Federal Reserve which the banks contro l ,  wil l  
market and squander their government 's  credit at the 
bankers' pleasure and for thei r own profit .  

During January, the world strategic alignment was 
equal ly fi l led with great possibi l ities. In  Europe, there 
existed a strategic understanding among President Gis­
card of France, Chancello r  Schmidt of  the Federal 
Republic of Germany,  and President Brezhnev of the 
Soviet Union ,  working in tandem with Japan and 
Mex ico's President Lopez Porti l lo .  The "Paris-Bonn­
Brezhnev ax is" had been the strategic combination 
which had kept the world al ive during the four insane 
years of  Carter and Brzezinski . The principals among 
these forces had worked out a grand strategy for 
stabilizing the world situation by means of an ambitious 
industri al and commercia l  revival centered around the 
European M onetary System, designed to channel credits 
for industry , R & D, agriculture, and commmerce, and 
around the blueprints for an East-West cooperation for 
the purpose o f  developing the impoverished Third 
World. It  was the counterpart to Global 2000. 

At that time , powerfu l international interests, cen­
tered around a European financial  mafia associated 
with the notorious Propaganda Due (P-2) conspiracy , 
the exposure of  which in Ita ly by V atican-al lied forces 
l ater brought down the Forlani government, launched 
a conspi racy in France wh ich succeeded in toppling 
Valery Giscard d 'Estaing and rep lacing him with the 
"pastoral social ist" Franc;:ois M itterrand, a pathetic, 
vicious creature contro l led by the same Permindex 
financia l  in terests which during the 1 960s had been 
exposed by District Attorney Jim Garrison as being 
behind the Kennedy assassination . 

Thus, the Giscard-Schmidt-Brezhnev axis was bro­
ken . Lord Carrington ' s  Brita in  took over the chairman-
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ship of  the European Comm unity and thus the Europe­
an Monetary System , the most effect ive opponent of  
Paul Volcker' s world monetary strategy , was  wrecked . 
The Socialist International of  Mr .  Wil ly Brandt, de­
ployed by "conservative" Lord Carrington and Mrs .  
Thatcher with help from the Soviet KGB,  launched a 
massive effort throughout Europe during the spring 
and summer, for the purpose of insta ll ing socialist 
governments a la Mitterrand throughout the contin�nt . 
They promoted a large-scale, neo-Nazi movement under 
the guise of  the green or envi ronmenta list party and its 
adjuncts in the other parties, in tandem with a synthetic 
"peace movement" whose principal objective was to act 
as a battering ram for toppling governments. The new 
Mussol ini ,  Socialist Bettino Craxi ,  made repeated and 
desperate assau lts to take over the government of  Italy . 
Chancel lor Helmut Schmidt remained under constant 
attack .  A British intell igence asset, Socialist Andreas 
Papandreou ,  was insta lled as Prime Minister of Greece, 
bent on two assignments: augment joint KGB-British 
intel ligence operations in the Balkans, and provoke a 
new complication in the crisi s-ridden Middle East 
around a Greek-Turkish conflict over Cyprus.  

The Suslov-Ponomarev- IM EMO faction in the So­
viet leadersh ip, a faction committed to a program of 
destabi lizations, ideological manipulation,  and Bukhar­
inite "post-industrial" schemes , took the occasion to 
chal lenge President Brezhnev's war avoidance strategy, 
pointing to the sad facts that Brezhnev' s peace partners, 
Giscard and Schmidt, were either el iminated or about 
to be, mostly thanks to their efforts in combination with 
British intelligence and related forces in Western Eu­
rope. This particular Soviet fact ion,  in fact , was caught 
conniving with British intell igence and al lied Western 
European "solidarist" networks, associated with P-2, in 
the internal destabi lization of Poland .  

I t  i s  to this day the  joint  endeavor of the Suslov­
Ponomarev-KG B faction and their British intel ligence 
and other associated services of the West, to cause such 
a wreckage of the Polish nation that will necessi tate a 
brutal Red Army intervention . Such an intervention wil l 
have the effect of catapufting into dominant positions 
in the Soviet bloc and in the West those very same 
forces ,  both East and West, which are now joined in the 
effort to cause the Polish blowout . These seemingly 
disparate agencies share in com mon an outlook and a 
perspect ive which is found in the Global 2000 Report. 

What is it then that has kept the world ali ve? Those 
of us who are privi leged with a certain knowledge of 
h'Ow major pol icy decisions are shaped "behind the 
scenes ,"  cannot but feel gratitude for the wisdom of the 
leadership that Pope John Paul I I  has injected into these 
great matters of policy . Since the defeat 'of the Pari s­
Bonn-M oscow axis, a tenuous coordi nation has been 
improvised among Pope John Paul I I ,  Chancel lor 
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Schmidt, and Presidents Reagan and Brezhnev, bring­
ing in other important forces such as Lopez Portil lo o f  
Mexico, the present Japanese leaders , and Prince Fahd 
of  Saudi Arabia .  

This ten uous arrangement has managed to work 
together on major issues of war and peace, in trying to 
defuse critical situations .  Al l  the situations in which 
they have in tervened so far; Po land, the Middle East, 
Centra l America, the explosive world monetary situa­
tion ,  remain extremely cri tical as the year ends. Partic­
ular strategic explosions have been averted so far, but 
the explosive potential within each situation contin ues 
to rise inexorably. The patient is sti l l  al ive, but the fever 
is nowhere near breaking . The danger facing the world 
cannot be handled by such ad hoc arrangements. 

The human species now urgently needs new wisdom 
through which to see its problems and work out solu­
t ions .  The pathology among great numbers of people 
which has allowed the genocidal obsceni ty of Global 
2000 to be accepted in the publ ic consciousness must be 
torn out .  This wisdom, so urgently needed, is  embedded 
in the great Papal encyclical Laborem Exercens, issued 
last September, and its accompanying pastoral exhor­
tation ,  Familiaris Consortio. It contains a certain im­
mortal conception wh ich can be cal led the "genius" of 
Western civi lization;  and it is the idea for which this 
review was created and to which it has been dedicated 
to in the eight years of its existence-the consubstan­
tiality ,  so to speak, of science and morality. 

Humanity 's  imperative, in Judeo-Christian terms of 
reference, is to increase and"multiply, and dominate the 
earth. This is the moral content of our species-existence . 

We rise up to that moral height, as a species, by 
means of affecting fundamental breakthroughs in our  
mastery of the causality govern ing the universe; we 
translate those breakthroughs into new techno logies; 
we develop the new techno logies into new industries 
which are capable of sustaining new members of the 
species endowed with the abil ity to take up the torch 
and continue the never-ending act of creation by means 
of new qua lities of scientific knowledge and thus great 
dominion over the un iverse. This scientific knowledge is 
not itsel f wisdom.  Wisdom is the employment of  this 
knowledge for the purpose of making the human species 
into the living image of God, helping in the ongoing act 
of creation and "subduing the earth and dominating 
it . " 

Even in our own brutal ized, banal ized age, politics 
is absolutely determined by ideas .  What you saw in this 
past year' s world political theater, was being moved by 
the great clash of two ideas, the bestial ,  genocidal idea 
of the Global 2000 Report, and the idea of wisdom as it 
has been championed by the political association of the 
Executive Intelligence Review and its Board Chairman , 
and as it has been reaffirmed by the Pope . 
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Depopulation Policy 

Counteroffensive by 
Vatican,LaRouche 

by Paul Gallagher, Executive Director, 
Fusion Energy Foundation 

During the course of 1 98 1 ,  the neo-Malthusi.an elite 
sponsoring the Club of Rome and Global 2000 was 
forced to acknowledge openly that their march toward 
worldwide depopulation through depression and warfare 
was meeting a formidable counterattack from two world 
leaders whose initiatives had increasing and intersecting 
effect: Lyndon H. LaRouche, Jr., and Pope John Paul II. 

During 1 98 1 ,  genocide on the scale of an entire 
continent-dwarfing the evil of Hitler-began across 
Africa, only a few years after the murderous depopula­
tion of Cambodia. The bi-partisan Committee for a New 
Africa Policy, formed in the United State's at the end of 
1 980, warned that a full decade of relentless IMF credit 
shutoff to African countries had set off famine and 
warfare which would kill tens of millions. Despite the 
breakdown even of reliable statistics in African countries, 
it is clear that just such genocide is in fact occuring there. 
The spread of the grip of "IMF conditionalities" and 
usurious interest rates worldwide during 1 98 1  brought 
the Malthusians very close to global destruction of man­
kind's God-like powers for expansion and dominion over 
nature, which they despise. 

But they now confront mobilized opposition forces 
whose potentials they fear: the organizations and collab­
orators of Lyndon and Helga LaRouche, and the influ­
ence of the aroused Vatican of John Paul II in world 
affairs and among the world's populations. 

By last month, Stephen Mumford of the International 
Fertility Research program, was quoted in this outburst: 
"LaRouche is an agent of the Vatican .... He is my 
enemy, and I am his." 

The real development of the battle against Global 
2000 was more complex than Mr. Mumford would have 
it. This battle saw the Global 2000 Report debunked and 
denounced before audiences of hundreds of U.S. and 
foreign government officials in Washington, D.C., and 
made a term of opprobium even as it is being implemented 
there. 

The fight which at this moment centers on the attempt 
to nullify an evil law which mandates euthanasia in the 
nation's capital itself, began a year ago with LaRouche's 
moves to save Italy, and other U.S. allies in Europe, from 
the gestapo of Global 2000, the Socialist International of 
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Willy Brandt. 
The most crucial development has been the Vatican's 

aggressive public renewal of the committnent of the 
Catholic Church to scientific and technological progress, 

as the weapon against its enemy, population control. The 
leading initatives of this campaign have been the recent, 
great papal encyclical Laborem Exercens (On Human 
Labor), and the pastoral exhortation against population 
control as a policy of nations, Familiaris Consortio, 
released on Dec. 1 5 .  

In a less widely-known initiative, the Church's inter­
national Academy of Science has been restructured, and 
has begun a strong advocacy of nuclear energy over 
recent months. Subsequently the Spadolini government 
of Italy, strongly stabilized against Socialist "New Mus­
solini" Bettino Craxi by both LaRouche's collaborators 
and the Vatican, launched the first ambitious nuclear 
development program of any recent Italian government. 

In December 1 980" LaRouche had made a crucial 
intervention on behalf of the disintegrating national 
sovereignty of Italy with the publication of a book, A 
Gaullist Solution for Italy's Monetary Crisis, published in 
both Italy and America. In that book LaRouche reprised 
the great role of Pope Paul VI in stabilizing Italy prior to 
his death and the killing of his ally Aldo Moro, and 
appealed to the leaders of the world's great religions to 
fight for a restoration of scientific and technological 
progress out of increasing economic depression and 
chaos. Exerpts from LaRouche's book, read alongside 
John Paul II's Laborem Exercens issued eight months 
later, show the powerful initiative LaRouche launched 
against the depopulation mafia: 

The function of material progress must be situated, 
conceptually, within the statecraft of Western civi­
lization's Augustinian tradition of city-building, of 
nation-building. 

The increase in material consumption, which is 
absolutely necessary to prevent biological and mor­
al holocausts such as that of the fourteenth centu­
ry's "new dark age," is not a moral end in itself. 
Material progress is, in each of its moments, an 
intrinsically ephemeral, although indispensable 
means for creating the circumstances favorable for 
cultivating the divine potential of the individual mem­
ber of society generally . . .  

"Purgatory" is a condition, as we noted, in 
which the whole universe is wrongly separated by 
the mind into two hermetically distinct parts. The 
one part, is that of individual secular man seeking 
"earthly paradise" within a narrow, ephemeral pas­
sage from cradle to grave. For the moral citizen of 
"Purgatory," the moral universality, the "spiritu­
ai," is the "other world." ... 

The continuously efficient Creator is not sepa-
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rable from the universe He efficiently continues to 
create. I ndeed , if we develop ourselves to become 
able to plumb the lawfu l  ordering of  our material 
universe sufficiently, it is  the consubstantial i nstru­
ment of  the Creator, the Logos of  both Plato and 
the Apostle St .  John,  which con fronts us most 
directly in that way . 

There is no conflict between the opening verses 
of this Gospel of St. John and science properly 
conceived on this point .  The person o f transformed 
conscience recogn izes his or her requirement for 
material conditions of  mortal l i fe. These are not 
seen as "things in  themselves, "  as objects defined 
by self-evident appetites and passions .  To the per­
son who has entered "Paradise, " these material  
condit ions are merely the necessary, i ntrinsically 
ephemeral things which afford that person ,  an 
instrument of Christendom as a whole ,  the needed 
moral capacities to perform the quality of work 
assigned to the person's  ephemeral mortality. 

This shift in  moral outlook is the precondition 
for fundamental scientific discovery . 

LaRouche then develops the basic metric for the 
progress of mankind,  his increased power to mUltiply 
and master the continuing creation of the natural uni­
verse. 

The characteristic of human behavior is  the mani­
fest power to r ise economically and morally above 
the political self-debasement and stubborn stupidi­
ty o f  sheep . This is  measured not only in the power 
of  mankind to increase the species' population ,  but 
to develop, at the same time, and in  the same way, 
a society whose average mem ber represents poten­
tially a greater such power than the average indi­
vidual of  a previous generation .  

We measure th i s  "ecological" resu lt o f  human 
achievement first in terms of relative population 
density. We express the process so manifest by 
adducing a process of rising values for the potential 
relative population density. 

As these words were publ ished in I taly, Luigi 
De M archi, head of  Planned Parenthood in that country, 
was dem anding publ icly-and with impunity-the re­
duction of I taly's population from 60 mi l l ion to 20 m il l ion 
by the year 2000 ! 

. 

I n  the best and most powerful  sections of John Paul 
I I ' s Laborem Exercens. the same identity with the work 
of the Creator of  the Universe is discussed, in  the Pope's 
call for the scientific progress of  man's work , and the 
increase of  his numbers and powers: 

The expression "subdue the Earth" has an immense 
range. I t  means al l  the resources that the earth (and 
indirectly the visible world) contains aJ).d which 
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through the conscious activity of man, can be 
discovered and used for his ends . And so these 
words, placed at the beginning of the Bible, never 
cease to be relevant. They embrace equally the past 
ages of civi lization and economy, as also the whole 
of modern reality and future phases of develop­
ment .  

While people sometimes speak of  periods of 
"acceleration" i n  the economic l ife and civilization 
of humanity or of  individual nations, l inking these 
periods to the progress of science and 
technology . . .  At the same time it  can be said that 
none of these phenomena of  " acceleration" exceeds 
the essential content of what was said in that most 
ancient of  biblical texts .  As man through his work , 
becomes more and more the master of the earth, 
and as he con firms his dominion over the visible 
world, he remains . . .  in  every phase of this process 
within the Creator's original ordering . And this 
ordering remains necessarily and indissolubly 
l inked with the fact that man was created , as male 
and female, "in the image of God . "  

. . .  I n  the fina l  analysis i t  is  a lways man  who i s  
the purpose of the work. whatever work i t  i s  that i s  
done by man  . . . .  I n  work, whereby matter gains i n  
nobility. man himself should no t  experience a low­
erinl!; of  his own dignity . 

As the Second Vatican Counci l  says, "through­
out the course of the centuries, men have labored 
to better the circumstances. of their lives through a 
monumental amount of individual  and collective 
effort ."  . . .  They can j ustly consider that by their 
labor they are unfolding the Creator's work, con­
sulting the advantages of  their brothers and sisters, 
and contributing by their pe·rsona l  industry to the 
realization in history of the divine plan . 

The cited passages of LaRouche's Italy book and the 
best passages of Laborem Exercens ring together as a 
single note, to the great potentia l  joy and revival of  
mankind .  I n  the encyclica l ,  John  Paul I I  extended his 
attack on M althusianism to internationa l  relations, in­
sisting that "man's  'dominion'  over the earth . . .  should 
also find a central place in the whole sphere of social and 
economic policy. both within individual countries and in 
the wider field of  international relationships . "  

I n  the  " Pastoral Exhortation" released last month to 
Catholic clergy worldwide, the Pope was far more ex.plic­
it  in his attack on the Global 2000 world outlook .  He 
demands 

the uti l ization of  the immense possibil ities placed 
into the hands of man by science such that it be 
truly geared to the development of the human 
being in his entire truth , in his l iberty and dignity . 
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Science is called on to ally itself with wisdom . . . .  
For this reason the Church condemns  as a grave 
offense to human dignity and j ustice al l  those activ­
ities of  government or other public authorities 
which attempt to limit in whatever way the liberty 
of spouses to decide on the question of children . 
Consequently any violence used by such authorities 
in· favor of contraception or steri lization or abor­
tion m ust be completely condemned and rejected 
forcefully . In the same way it is to be abhorred as a 
grave inj ustice the fact that in international rela­
tions  economic aid given for the development of  
peoples be  conditioned by  contraceptive, steri liza­
tion ,  and abortion programs .  

M ost recently i n  I taly, a t  a December 1 98 1  con ference 
to revive the teaching of the great Augustinian Christian 
humanist Dante, organized by associates of  LaRouche, 
representatives of the Church and of several scientific 
and cultural ministries of the stil l-surviving Spadolini 
government, joined the leaders of  LaRouche's H umanist 
Academy in presentations to nearly 2000 teachers and 
students on the tasks for human progress required of 
those who understand Dante's Paradise. 

At the same time in Germany the forces led by 
Lyndon and Helga LaRouche are directly confronting 
the emergence of a mass fascist movement for the fi rst 
time since World War I I-the "green" Ma lthusian 
movement and its shock troops of brainwashed youth 
victims  of  the drug culture. 

Germany, whose. birth rate has been far below zero 
population growth replacement lev.els  for a decade, and 
whose youth are demoralized and victimized by intensive 
"collective guilt" notions imposed upon their view of 
history, is led by a Schmidt government fighting to 
maintain what remains of Europe's stabi l ity . The green 
movement is driving to collapse the Schmidt government 
and obliterate all that survives of  the former Schmidt­
Giscard al l iance, to be replaced by the Global 2000 chaos 
of an attempted "return to the phase of pastoral society ," 
in the words of Fran�ois M itterrand .  

Beginn ing in the summer of 1 98 1 ,  Lyndon LaRouche 
and Helga Zepp-LaRouche, Chairman of  the European 
Labor Party, launched a campaign to stop the Greenie 
menace, branding it "the resurgence of  fascism on behalf 
of the Club of Rome." Repeated series of forums and 
town meetings in defense of  science and nuclear energy 
were organized, featuring Helga Zepp-LaRouche, who 
wrote and presented major interpretations of  the impor­
tance of  Laborem Exercens for the revival of  science and 
human progress. Many university forums featured the 
noted space scientists Dr. Friedwardt Winterberg and 
Dr. Krafft Ehricke, and leading fusion scientists from 
America and Germany . 

The green fascists repeatedly attempted physical at-
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tacks on these meetings; but a debate was set raging 
through the Social Democratic Party of Schmidt, which 
peaked in December . The trade-union factions of the 
party broke into the national press with cal ls to revive 
the SPD as "a party of advanced in\iustrial society" and 
to drive the environmental ist fascists out of the party . 
Lyndon LaRouche publ icly denounced the "sec�nd 
time" collaboration of the German Lutheran churches in 
many locations with the green fascist re-emergence. The 
networks of the Catholic Church in  Germany are now 
using their influence in the Christian Democratic oppo­
sition to stop opportunistic tendencies from allying with 
the Greens against Schmidt .  

The Papal warn ing against forced depopulation pol­
icy has caused a profound shock to the Club of Rome 
networks internationally .  In one of the world's "show­
cases" and batt legrounds of population control, Colom­
bia, the planners of the World Bank, Ford Foundation ,  
and Planned Parenthood are suddenly confronting re­
sistance they thought would not emerge again in that 
afflicted country . Colombia's birth rates dropped sharply 
throughout the 1 970s due to the highest rates of malnu­
trition,  infant diseases and mortality, steri lization and 
contraception in Latin America . Colombia's Catholic 
Church, which has cooperated with the depopulation 
policy for a decade in al l  of  its government-fostered 
aspects, now may be shifting . 

The Papal Exhortation appeared, for Colombia, in 
the wake of  a late October tour of that country 's  un ivers­
ities and other leading institutions by Dr. Steven Bard­
well, a scientific collaborator of LaRouche at the Fusion 
Energy Foundation and author of the most widely cir­
culated denunciation of the Global 2000 Report. Bardwell 
met with both Church and trade-union figures who had 
been tolerating or leading lonely resistance to the ad­
vance of the anti-natal policies fully organized and 
backed by the Colombian government. Since that time, 
however, leading circles in  the Church in Colombia have 
for the first time used the word "genocide" to refer to the 
implications of the policy they have been tolerating . 

On Dec. 1 5  in Japan, a country whose future outlook 
on science and popu lation questions is crucial ,  the gov­
ernment's Population Problems Advisory Council 
warned that Japan faced a popUlation crisis because of 
too few births since the oil crisis of 1 973 .  Japan' s  birth 
rate has dropped to 1 . 74 children per couple, well below 
replacement level .  

The Population Problems Council warned of  a com­
ing shortage of ski l led workforce, and inability to contin­
ue to support nat ional  pension systems as the population 
is growing older. It calls for economic incentives to 
increase the birthrate. Japan thus joined numerous Third 
World nations whose government's publicly recognize, 
despite the propaganda of the World watch Foundation, 
Ford Foundation,  and so forth, that their birth rates and 
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population growth rates are too low for continued eco­
nomic development. But as an advanced nation Japan's 
new policy may have greater repercussions elsewhere. 

The Population Problems Council statement was is­
sued immediately after Dr. Bardwell ' s  attack on Global 
2000, entitled "The World Needs More People," ap­
peared in the 1 00,000-circulation Japanese science mag­
azine Cosmos. 

In the United States, the battle against Global 2000 
was launched in Washington,  D .C .  by two conferences 
of the Fusion Energy Foundation (FEF) and Executive 
Intelligence Review in May 1 9 8 1 .  

O n  May 1 3  Dr. Bardwell and Uwe Parpart , FEF 
Director of  Research , were joined by former Rep. Mike 
McCormack in presentations to 1 30 representatives 
largely of government and embassies, on the potential 
for qualitative expansion of the resource base available 
to human populatioQ through fusion energy develop­
ment. The following week many of  the same individuals 
and others from government and private thinktanks in 
the capital, attended a debate between Parpart and Glob­
a12000 Report co-author Nicholas Yost, Jr .  The debate' s 
result was unquestionable, even to Yost's co lleagues in 
the audience. 

During that debate (see EIR. June 9 ,  1 98 1 ) Parpart 
noted , 

When a cow is born today, we consider ourselves 
richer. But when a human child is born, we are said 
to be poorer as a result .  This situation is intolerable. 
This is the situation which must be changed. 

Parpart's remarks were later widely quoted in the 
journals and newsletters of pro-l ife organizations in the 
United States. Two months later the Fusion Energy 
Foundation released the Bardwell article debunking 
Global 2000 in Fusion magazine, at a United Nations 
press conference. As news coverage of  the article inter­
sected its broad international circulation,  LaRouche's 
forces in the National Democratic Policy Committee 
began a major campaign in defense of Chicago' s  Cardi­
nal Cody, against the schismatics seeking to depose him 
as part of  an effort to split the American church from 
Rome on the "popUlation question." 

LaRouche exposed the direct l inks of the schismatics 
and Jesuits to the Planned Parenthood and Ford Foun­
dation elite (McGeorge Bundy, Stephen Mumford) who 
were openly hoping for the death of  the Pope, and to the 

. "back-to-nature" cultists of the Anglican Church an-
throposophic heresies . 

In September the American Life Lobby newsletter 
published an extensive and thorough attack on the Global 
2000 Report. drawing on material from Fusion and Ex­
ecutive Intelligence Review. The establishment of a "com­
mon language" for purposes of identi fying the enemy 
has raised the potential among LaRouche's forces and a 
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wide range of religious groupings for joint initiatives 
against Global 2000's implementation. 

This potential is being tested by the fight to overturn 
the Washington, D.C. Act 4- 1 1 5 , the "Natural Death 
Act of 1 98 1 ." The groups mobil ized against the death 
biII include black Baptist ministers, Roman Catholic 
priests, the National Catholic Physicians Association , 
the American Life Lobby, National Black Women's 
Political Caucus, area Jewish leaders and the local chap­
ter of Moral Majority, the National Democratic Policy 
Committee, national Anti-Drug Coalition ,  and state and 
local chapters of pro-life groups who have offered sup­
port in moving Congressmen to stop the law from taking 
effect. 

With the January resumption of  Congress, "petitions 
of disapproval" of the death act wil l  be introduced-not 
at al l  the manner in which the Club of  Rome, Population 
Crisis Committee, and their ilk wished to see the congres­
sional debate on Global 2000 formally begin. 

LaRouche will present a major  address in New York 
Dec. 3 1 ,  "More Evil Than Adolf Hit ler: The Genocide of 
Carter's Global 2000 and Global Futures Policies ."  
Close to a thousand people are expected to hear the 
presentation. 

u.s. Malthusians 

Global 2000 shifts 
rhetorical gears 

by Lonnie Wolfe 

I n  early January 1 98 1 ,  a spokesman for the Population 
Crisis Committee/Draper Fund, the group acknowl­
edged to be the most powerful of  the advocates of global 
population reduction , offered the fo llowing assessment 
of the upcoming year: "If we had our preference, we 
would certainly have wanted J immy Carter to stay in 
office. But I th ink you' l l  be surprised about how much 
influence our ideas will have in the policy considerations 
of the new administration . We' l l  make the transition . "  

Looking back over the year, th is  assessment has 
proved correct . 

Carter administrat ion policy was controlled by the 
genocide lobby from the highest levels .  Exerting their 
influence through Secretary of State Vance and National 
Security Adviser Brzezinski,  they organized the admin­
istration to produce a blueprint for the next 20 years-
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the Global 2000 Report released in July 1 980, and its 
follow-up,  Global Futures. released in January 1 98 1 .  

G lobal 2000 was the effective updating of the original 
zero-growth document, the Club of  Rome's Limits to 
Growth report . I f  its pol icy-planning assumptions are 
accepted , then the United States is committed the reduc­
tion of  the world population levels by upwards of two 
bi l l ion people by the turn of the century .  

Statements by  Carter admin istration officials such as 
Assistant Secretary of State Thomas Pickering make it 
clear that the Global 2000 Report would have been the 
key international planning document for a second Carter 
administration .  

, According to  sources close to Henry Kissinger a t  
Georgetown Univers ity , Global 2000, tainted as it was 
with environmentalist rhetoric and no-growth argu­
ments, could never be openly accepted by the new admin­
istration . As Reagan took his oath of  office, the Kissin­
ger crowd was busy reworking Global 2000 as national­
security doctrine. 

Just before the inauguration,  a meeting of several 
hundred environmentalists and population-reduction 
advocates was convened in Washington under the aus­
pices of  the Audubon Society , to make plans for dealing 
with the Reagan administration .  They decided to create 
a coordinated lobby to push for their ideas in whatever 
form they could be effectively marketed . Five months 
later, this grouping reconstituted itself as the Global 
Tomorrow Coalition, an umbrella lobby of more than 25 
groups,  including the Population Crisis Committee 
( PCC). 

Meanwhile, an elite group of former government 
officials and so-ca lled prominent citizens, the Committee 
for the Year 2000, was created by these networks with 
the express purpose of selling the global population­
reduction doctrine of Global 2000 to the conservatives 
inside the admin istration and the business community. 
The Committee included GOP environmentalists like 
Russell Train (currently heading the World Wildl ife 
Fund),  former Nixon cabinet member Ell iot Richardson,  
and Arco chairman Robert O .  Anderson of  the Aspen 
Institute, as wel l  as Cyrus Vance. The group has been 
quietly lobbying with Reagan admin istration officials 
for "global futures planning" and the creation of  an 
"improved" global model. 

The March meeting of the U .S .  Association for the 
Club of  Rome gave a clear public indication that a shift 
in emphasis and language had indeed taken place. The 
Club of Rome, created by the NATO command in the 
late I 960s, is synonymous with the doomsday predictions 
of the Limits to Growth report . But at this meeting, Club 
members were told that to be effective with the new 
administration, they woula have to sell thei r genocidal 
ideas in an "upbeat" fashion .  A new book, commissioned 
especial ly for the American audience, was titled Making 
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It Happen. 
The spokesmen for such groups as the PCC privately 

speak of  important covert supporters , such as St:cretary 
of State Ha ig ,  his undersecretaries Myer Rashish and 
James Buckley, State's Population Affairs bureau, as 
well as the outspoken Peter McPherson, d irector of the 
Agency for In ternational Development (AI D). They 
also mention Budget Director David Stockman, along 
with figures in Treasury and Commerce . 

These officials, col laborating with members of  the 
Committee for the Year 2000 and the PCC, have 
designed Reagan admin istration policy to accomplish 
the objectives of G lobal 2000: Commenting on the 
global austerity po licies endorsed by the Reagan admin­
istration ,  Phyl l is Piotrow, former director of the PCC, 
said with satisfaction in an October inverview, " Mortal­
i ty rates wil l  go up ." 

Domestical ly, a parallel phenomenon is taking 
place .  The Stockman budget-cut program wil l  reduce 
U .S .  popu lation growth . A Club of Rome spokesman 
said that cuts in welfare and social security wil l  cause 
"poor" people to die but termed the cuts necessary. 
Stockman,  meanwhi le, while cutting funds for a myriad 
of  social support programs, managed to increase fund­
ing for international population-control programs  from 
$ 1 90 mil l ion under Carter to $2 1 1 mi l lion in FY 1 982. 

Twice this year, these covert supporters of Global 
2000 have worked to undermine potential Reagan ad­
ministration collaboration with the developing sector 
and bring pol icy i'n line with the Global 2000 doctrine. 

First ,  the State Department and Treasury Depart­
ment worked overtime to keep the United States behind 
In ternational M onetary Fund austerity policies as the 
July 1 9  Ottawa summit of industrial nations ap­
proached; and they helped gain Reagan administration 
support for a provision of the Ottawa communique 
terming population growth in the developing sector a 
problem . 

Following the Ottawa summit,  Rashish and Robert 
Hormats in State, along with their counterparts in 
Treasury, moved to lock the admin istration into support 
for a "free-market" approach to the developing sector 
and a re-affirmation of  support for I M F  austerity in 
advance of the October Cancun North-South summit. 
This policy was enunciated in an October speech drafted 
by Rashish, Hormats et a I . ,  and delivered to the Phila­
delphia World Affairs Counci l .  The speech , which in­
cluded a call to cut Third World food subsidies, was 
repeated by Reagan at the Cancun summit .  

Just prior to the summit,  Garrett Hardin ,  an out­
spoken supporter of population-reduction pol icies, re­
ported that the Reagan free-market approach to the 
developing sector would wind up reducing popUlation 
levels at a faster rate than any contraceptive program .  
Support for I M F  po licies, said Hardin ,  meant support 
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for what he termed " l i feboat economics"-writing off 
whole sections of  the developing sector.  

The January Audubon leadership conference had 
discussed the importance of us ing Congress to put 
pressure on the White House, whi le giving support to 
sympathizers inside the administration . 

I mmediately afterward, Rep. Richard Ottinger (D­
N .  Y . )  introduced legislation committing the United 
States to support pol icies of zero population growth 
worldwide. The legislation, HR 907, had preliminary 
hearings in Apri l .  But the bill drew considerable fire, 
wth Ottinger being branded as a genocide merchant,  
and it  remains bottled up in committee . I n  J une, Sen . 
Charles Mathias, a sen ior GOP member of the Foreign 
Relations Committee, sent a letter to President Reagan 
co-signed by 84 Senators and Congressmen , demanding 
that the administration move on the policy recommen­
dations of the Global Futures report .  

The reply letter reported that the admin istration 
would soon begin its own study of  problems raised by 
Global 2000. In November a task force was put together 
under the direction of State Department operatives 
around James Buckley and the Council on Environmen­
tal Quality . Sources close to the project say that plans 
are to cast the new report "in national security and free­
market language that the White House wi l l  under­
stand." 

I n  late October, Sen . Mark Hatfield (R-Ore.) ,  chair­
man of the Senate Appropriations Committee, intro­
duced legislation that would create a mechanism in the 
executive branch to study al l  U .S .  long-range policy 
from a G lobal  2000 "systems" approach . The bi J I ,  S-
1 77 1 ,  like the Ottinger legislation ,  would commit the 
United States to a zero population growth policy ,  both 
domestically and international ly . The genocide lobby 
views the Hatfield bill as the "most significant piece of 
population legis lation ever introduced into Congress ."  
They point  out that  for the first t ime they have secured 
support from prominent Democrats and Republicans,  
giving it a chance for passage next year .  Sources report 
that in October, Myer Rashish 's  crew at the State 
Department drew up a hit list of developing-sector 
countries whose "unstable populations" wil l  cause po­
l itical unrest. Rashish 's  group recommends that the 
United States prepare to write off these countries, seek 
other sources of strategic materials ,  and prepare to 
contain the political and social turmoil . I n  late Febru­
ary, sources in the State Department's Office of Popu­
lation Affairs confirmed that the Haig State Depart­
ment was in fact running the EJ Salvador civi l war as a 
depopulation war, and laid out in detail how such a war 
would be used to depopulate countries. Thomas Fergu­
son of the State Department told reporters in  February 
that EI Salvador had an exceptional fertile population 
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that resisted popUlation control methods . The civi l war 
would reduce the chi ld-bearing population,  he said. 

In the critical area of defense policy, the promoters 
of the G lobal 2000 doctrine have increasingly held 
sway , despite the Reagan administration 's  talk of re­
storing American military power. The purported "mili­
tary bui ldup" has in fact served repeatedly as a fairly 
effective cover for restructuring the U .S .  mil itary into a 
Roman Empire-modeled imperial army designed to 
enforce the Global 2000 policy. 

The stated policy objectives of Secretary of Defense 
Caspar Weinberger are, in their essential strategic fea­
tures, those long advocated by Gen .  Maxwell Taylor, 
who along with Robert McNamara oversaw the con­
duct of the protracted Vietnam War as a "body-count" 
population war. The core of Taylor's doctrine, which he 
ensured was repeatedly injected into debate over defense 
pol icy and the defense budget during 1 98 1 ,  is that the 
primary strategic theater has shifted from Central Eu­
rope to the developing sector, particularly areas such as 
the Persian Gulf, Africa, and Latin America . One of the 
inspirers of  Global 2000, Taylor cites the "overpopula­
tion" of the Third World and resultant competition for 
increas ingly scarce resources as grounds for expecting 
wars in the deyeloping sector, and thus for shifting U .S .  
mil itary capabil it ies away from strategic, in-depth war­
fighting and into more primitively equipped (and less 
costly) "conventional" forces much l ike the marauding 
legions of  the Roman army or Britain ' s  1 9th-century 
colonial forces . 

As EIR documented · on numerous occasions this 
year,  the official defense guidances issued by Secretary 
Weinberger to the armed services conform precisely to 
Maxwell Taylor's doctrine, aimed at retool ing the U .S .  
mi litary to enforce genocidal population wars in the 
Third World . The code rationale, i n  effect, for asserting 
the priority for such marauding shock troops, is the 
Reagan administration's  promotion of J immy Carter's 
Rapid Deployment Force (RDF) as an acceterated 
response capabil ity to "hot spot" crises beyond the 
NATO theater . 

The Weinberger guidances, reiterated in the fal l  
after  the admin istration decided to leave the issue of  
new strategic weapons substantial ly unreso lved , would 
make this restructuring-for-genocide of the U.S. m ili­
tary virtual Jy irreversible. The armed services have been 
instructed to design their forces through the late 1 980s 
in accordance with the main strategic theater, and· that 
they must prepare instead to fight  multiple "small" 
wars throughout the developing sector .  Consequently, 
more of what remains of U .S .  fighting capabilit ies is  to 
be cannibalized for "no-win" operations conducted by 
units like the RDF,  wh ich Weinberger has recently 
designated an even higher priority . 
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The Year in Review 
J A N U A RY 
2 U . S .  p r i m e  rdte h i t s  2 1  i , perce n t .  h ig hest level  s ince C i v i l  \V a r .  

J-7  R u m ors m o u n t  i n  t h e  I t a l i a n  p ress t h a t  t h e  I ta l i a n  govern m e n t  w i l l  a d o pt EIR fo u n der  L a R o u c h e ' s  " heavy l i ra "  c u rrency reform . 

5 R e a g a n  h o l d s  successfu l meet i n g  w i t h  M e x i c a n  Pres i d e n t  Ulpet. Po r t i l l o  In border t o w n  of C i u dad  j (j ,l rez. 

14 C h ry s ler  C orpo rat ion p u t  t h ro u g h  l i m ited b a n k r up tcy p rocee d i ngs by Wal l  S t reet banks ;  $2 b t l l i l) n  i n  sacri fices d e m a nded by Paul  Volcker 
a s  c o n d i t ion for rece iv ing $400 m i l l i o n  port ion o f  b a i l o u t  l oa n .  

2 0  Reagan i n a ugurated Pres i d e n t ;  J i m m y  Ca rter,  per h a p s  t h e  w o rst Pres i d c n t  i ll U . S .  h i s tory ,  lea \es :hc W h i te H o use .  The A m erican hostages 
in I ran are released , C a l led " a  day o f  wonderful  if u ncert a i n  hope" by L a R o uc h e .  

23 2 6 t h  S o v i e t  P a r t y  Congress con venes i n  M oscow: Brezh n e v  c a l l s  fo r t a l k s  w i t h t he \\ cst 

25 C h a n cel l o r  Sch m i d t  c h a rges in West G e r m a n  press that A nglo-A merican i n terest - r a t c  p o l i c ies a re dest r o y i n g  the  world eco n o m y .  

27 M e x i c a n Pres ident  m a k es s t a t e  v i s i t  to I n di a n  Pri m e  M i n is ter  I n d i ra G a n d h i .  

27 B r i t i s h  Pr ime M i n i ster Thatcher  i n  W a s h i ngton t o  meet w i t h  Reagan ,  R e p .  J i m  J ones  ( D- O k l a . ) ,  C h a i r m a n  o f  t h e  H o us e  B udget 
C o m m i t tee, decla res m ee t i n g  s h o u l d  occur in L o n d o n  so Reagan c o u l d  see the act u a l  e ffects  o f  B r i t i s h  eco n o m i c  p o l icy fo r h i mself. 

F EB R U A RY 
1 -5 R i ots in West Germ an c i t i es i nc l u d i ng West Berl i n  a n d  H a m b urg:  e n v i r o n m e n t a l i s t s  a n d  "peace m ovement" s h o c k t roops j o i n  i n  u n i ted 

a c t i o n  f.l [  t he fi rst t i m e .  

4 R e p .  B y r o n  Dorgn ( D-N . D , )  i n t ro d u ces " Pa u l  V o l e k e r  Reti rem e n t  Act  o f  1 9t; I , " w h ich  w o u l d  e n a b le C .l n g ress to  rem o ve a Federal Reserve 
C h a i rm a n  d u r i ng his term o f  o ffi ce . 

5-6 A t  Par is  s u m m i t ,  West G e r m a n y ' s  Sch m i dt and Fra nce's  G i scard c a l l  fo r " i n teres t - r a te d i s a r m a m e n t  co n ference ."  

I I Gen.  J a r uze l s k i  appointed P r i m e  M in ister  o f  P o l a n d ,  p ledges to deal  h a r s h l )  with  S o l i d a r i t y  d i s s i d e n t s ,  espec i a l l y  t h e  ( Br i t i s h - l i n ked) KOR 
g r o u p .  

I2  P u b l icat ion  o f  t h e  book Hostage to Khomeini by EIR M id d l e  E a s t  Edi tor  R o hert  Drey fus s ,  w i t h  T h ierry LeM arc.  a m aj o r  step toward 
d i s m a n t l i ng Br i t i sh  i n te l l igence opera t i o n s  i n  the reg i o n .  

M A R CH 
J F i fty  t h o u s a n d  r iot  at t he H r o k d o r f  n u c l ea r  p l a n t  s i te  near  H a m b urg,  West  Germ a n y . 

I 2  St'agram of Canada and B r i t i s h  Petro l e u m - co n t r o l led corpo r a t i o n s  b u y  up m a j o r  s h a res of A m er i c a n  c o m p a n ies p r o d u c i n g  strategic raw-
m a teri a l s  producers .  

14 N e w  str ike wave i n  Pola n d .  

1 4  Reports o f  wi despread i n fa n t ic ide  i n  C h i n a  b reak i n  the  E u ropean p ress .  

17 1 50 b us i nessmen a n d  l a b o r  leaders fro m  t h e  A d  H oc C o m m i ttee Against  High I n t erest R a tes d e m o n s t rate i n  fro n t  o r t h e  Federal  Reserve 
in W a s h i n g t o n ,  

24 E u ropean Com m u ni ty  s u m m i t  i n  H o l l an d ;  proposa l to l ower l I1 terest r a t e s  i n t e r n a t i o n a l l y  s u pported by e v e r y  gover n m e n t  b u t  G reat 
B r i t a i n · s .  

.' 

L rndon LaRouche and Helga Zepp-LaRouche (c I in Princeton , Wisconsin on Ju/r ! 2 ,  
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25 Israeli Labor Party candidate Shimon Peres proposes economic cooperation with moderate Arabs and joint action against "terrorism and 
fanatic movements." 

29 Trilateral Commission meets in Washington.  

30 Attempted assassination of President Reagan. John Hinckley,  Jr .  is charged . 

. 
, 

30 Abscam trial of Sen . Harrison Williams (D-N .J.)  opens in Brooklyn. 

APRIL 
1 0  u.s .  I nterior Secretary Watt announces accelerated o i l  a n d  gas leasing in Outer Continental Shelf. 

12 First Space Sh uttle launched: most complex technology man has ever sent into space. 

12 Finance ministers and central bankers from the U . S : ,  U . K . ,  Japan, Italy, France, and West Germany meet in London, brawl breaks out 
over interest rates. 

14 LaRouche issues "Emergency U . S .  Policy for the Endangered Nation of Lebanon ."  

16  Attempted assassination of French President Giscard at  Corsican airport. 

24 Parti Quebecois wins landslide victory in provincial elections. 

26 First round of French presidential elections; Mitterrand's vote tops Giscard's.  

MAY 

I Electronic Funds Transfer in effect for U.S .  banking system. 

3 Sen. Williams found gui lty in Abscam trial .  Senate Ethics Committee schedules expulsion hearings. 

10  Socialist International Vice-President Fran�ois M itterrand defeats Valery Giscard d' Estaing in second and final round of presidential 
elections. 

13 . Attempted assassination of Pope John Paul I I  in Rome by terrorist Ali Agca, the day before Pope was to release the benchmark Laborem 
Exercens encyclica l .  

20 Chancel lor Schmidt meets with  Reagan in Washington,  urges action against high interest rates. 

21 Propaganda Due scandal breaks in Italy with release of list of 962 names of senior mi litary and governmental figures belonging to fascist­
connected Freemasonic Lodge. P-2 later revealed to be coordinating center for terrorism . 

26 Italian Forlani government collapses as Socialist Party chief Bettino Craxi refuses to pull out the Socialist members of government 
implicated in P-2 scandal.  

JUNE 

6 Swiss central bank chief Fritz Leutwiler announces European central-bank takeover of international credit and monetary policy, speaking 
at American Ban kers Association meeting in  Lausanne. 

7 I sraeli raid destroys I raqi nuclear-research facility Osirak; reactor was incapable of  producing weapons-grade materials. 

8-9 Lopez Porti llo in Washington in  effort to stabil ize Central America and U . S.-Mexico relations. 

14 BIS report says U .S.  interest rates will cause I 930s-level world depression , urges deeper fiscal austerity . 

22 U . S .  Presidential Gold Commission established to assess role of gold in monetary policy. 

26 Austerity budget package passed by Congress; press hails Reagan's success. 

28 Vatican Secretary of  State Cardinal Casaroli charges that assassination attempt on Pope was a plot, l inks world avoidance of nuclear war 
to Pope's survival. 

J ULY 

2 David Rockefeller holds White House press conference announcing that economic partnership with Jamaica will  be the model for U.S .  
relations with Third World , although Jamaican Prime Minister Edward Seaga had repeatedly flaunted the  Jamaican economy's 
dependence on marij uana exports . 

5 Riots begin in British cities, ultimately cost mil lions in lost tourist dollars during Prince Charles's wedding. 

I I  Israel begins new blitz against Lebanon.  

1 2  LaRouche declares in Princeton, Wisconsin that  he is available as the Democratic Party's presidential nominee in 1 984. 

14  Polish Party Congress results in major shake-up of Central Committee. 

21 Ottawa summit meeting of U.S . ,  U . K . ,  Canada, France; West Germany, Italy, and Japan . Impasse on interest-rate question leaves 
economic pol icy in hands of BIS.  East-West relations targeted in order to pressure Chancellor Schmidt. Comm unique calls population 
growth a problem . 

30 Ho use-Senate resolution introduced by Sen . John Melcher (D-Mont.)  demanding White House action on interest rates. 

AUGUST 

3 PATCO air-controllers' strike begi ns in U . S .  

5 U.S.  a n d  U . S . S . R .  fail t o  reach new grain pact, b u t  extend o l d  o n e  despite State Department counter-efforts. 
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5 Poland announces it cannot finance a 2 1  percent interest rate on fourth-quarter component of Western bank-debt rescheduling package. 

6 Brazilian eminence grise Golbery forced into retirement by Kissinger-linked mi litary faction.  

9 U . S .  government announces decision to develop the neutron bomb .  

13  Reagan signs into law the Economic Recovery Tax A c t  of 1 98 1  a n d  the Omnibus Budget Reconciliation A c t  of 1 98 1 .  

24 Mel Klenetsky, New York mayoral candidate backed by LaRouche and National Democratic Policy Committee, successfully defends 
ballot status, opening prominent campaign to reverse city's moral and economic collapse. 

25 EIR reports that Third World debt has reached the $ 1 60 bil lion level, and predicts that m artial law under Jaruzelski will become a major 
option in P.oland. 

SEPTEMBER 

I U . S .  administration announces intent to cut $ 1 00  bill ion further from the federal budget for the next three fiscal years, including $ 1 0  billion 
in the 1 982 defense budget and $30 billion the following two years. 

8-1 5  Israel's Begin visits Washington seeking strategic accord with Reagan .  

14 Laborem Exercens released by Pope. 

18 U . N .  votes to retain mass m urderer Pol Pot as legitimate representative of Cambodia. 

19 Solidari ty Day demonstrations in protest against Reagan's  economic policy. 

23 Italian court rules that assassination attempt on Pope was result of conspiracy. 

25 M iguel de la Madrid announced as the 1 982 candidate of the ruling PRI party for M exico's presidency . 

26 I M F  meeting begins in Washington; U . S .  Treasury Secretary Regan pushes for lending cuts to Third World. 

27 Elections in West Germany: in major setback for Schmidt, Green Party emerges as electoral force. 

OCTOBER 

I Same-day i nternational bank clearing begins.  

6 Egypt's President Sadat m urdered; ErR identifies British intelligence and M uslim Brotherhood as instigators. 

19 Bicentennial celebration of Franco-American victory over the British at Yorktown, Virginia; Reagan meets with Mitterrand. 

19  Polish Prime Minister Jaruzelski made party chief. 

20 Re-emergence of terrorist Weatherunderground in Nyack, New York incident, leading to revelation of plans to stage major attacks on 
law-enforcement facilities in U .S .  

2 1 -23 Reagan gets lesson in "American System" economics a t  North-South summit meeting in  Cancun, M exico. Japan, Mexico, India. and 
others mount major attacks on I M F  austerity policy during first-ever I nternational Meeting on Cooperation and Development. 

2 1 -25 M uslim Brotherhood supporters and controllers meet at Houston's Rothko Chapel . EIR exposes dampen meeting. 

28 A WACS plane sale to Saudi Arabia supported by vote in U . S .  Senate; historic victory over effort to destabilize Middle East. 

31 Saudi Crown Prince Fahd anunces eight-point peace plan , implies Arab recognition of Israel. 

NOVEMBER 
I I  Poland formally applies to join the I M F. 

15 Thousands of "green" fascists riot at Frankfurt Airport; Hesse Governor Holger ijorner warns of re-emergence of Nazi tactics against 
techno logical progress. 

20 Club of Rome stages meeting in Washington, reveals penetration of government and corporations by zero-growth fanatics. 

22-25 Soviet President Brezhnev meets Schmidt in Bonn; both pledge renewed East-West peace efforts. German-Soviet natural gas pipeline 
deal just completed . 

27 Arab League summit in Morocco collapses without endorsing Fahd plan when Syrian President Assad fails to appear. 

29 Geneva Theatre Nuclear Reduction talks between U.S .  and U.S .S .R .  begin.  

30 J apanese cabinet reshuffle strengthens Prime Minister Zenko Suzuki . 

DECEMBER 

Senate leadership postpones vote on Senator Williams's expulsion until after year-end recess, providing time for defense of constitutional 
government. 

2 White House acknowledges renewed assassination threat to President Reagan, asks press not to publish details of presidential security 
arrangements. 

3 Reserve-free International Banking Facilities introduced in  the U . S .  

13 Martial law declared in  Poland . 

14 Israel formally annexes Golan Heights in defiance of U . N .  Resolution 242 and Camp David accords. 

19 Reagan announces that U.S. wil l  suspend strategic cooperation agreement with Israel because of Golan move. 

23 All  d ue process motions denied in the Harrison Williams case. 
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Reaganomics, Volcker, 
and the traps of 198 1 
by Richard Cohen, Washington Bureau Chief 

All  through the course of 1 98 1 ,  EIR i ssued repeated 
warnings that the most gaping vulnerability of President 
Reagan and his administration lay in  their initial " Eco­
nomic Recovery Program"; indeed, all during the late 
1 980 transition period and into the early stages of the 
administration ,  the President and his closest political 
advisers made i t  clear that administration foreign policy 
and international economic pol icy would be determined 
by the hub of presidential concern-their domestic eco­
nomic program .  

The importance the President-Elect had  attributed to 
his domestic economic program was m ade dramatically 
clear during the transition period,  when Reagan spokes­
men had warned alarmingly of the potential necessity of 
declaring an "economic emergency ." However, what 
ultimately came forth as the President's Economic Re­
covery Program feIl far short of what would be req uired 
in order to recapture the growth potential of the U .S .  
economy-and therefore the world economy. 

Long before the David Stockman scandal,  i n  which 
the OMB director revealed to the A tlantic Monthly that 
he knew all a long that the U .S .  budget deficit  would go 
out of  control, EIR exposed , through exclusive inter­
views and analysis, that "supply-side" economics was a 
hoax directed against both the American economy and 
the White House. The tax-cut package was designed to 
facilitate, not capital investment in essential industry , but 
"postindustrial" writeoffs and flows into "sunrise" and 
speculative areas . The supply-siders cheerful ly revealed 
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that they designed their package to sell the basic Volcker 
po licy of  high interest rates and reduced l iving standards  
to  a pro-growth President . 

The stakes 
The President's program as i t  was i nitiaIly outl ined 

virtual ly ceded control over the al l- important area of  
monetary policy to the  Federal Reserve Board and  its 
Carter-selected Chai rman , Paul A. Vo lcker. Without 
securing control over U .S .  monetary policy and advanc­
ing an approach out lined early by EIR founder Lyndon 
H .  LaRouche, President Reagan's "economic recovery 
program" was sure to be doomed. 

Critical ly,  the Reagan program fai led to advance a 
reform of  the world monetary system that would allow 
the U . S .  government to discipl ine London-controlled 
private and · offshore markets, as suggested under the 
LaRouche gold reserve proposal, and simultaneously 
fai led to seize contro l of direction of  the nation's credit 
by allowing the Federal Reserve Board free rein . 

U nder the "controlled disintegration" policies for 
the U .S .  and world economy, pol icies heralded in the 
late 1 970s by a coordinated series of volumes published 
by the New York Counci l on Foreign Relations as the 
Project for the 1 980s and publ icly stated in 1 979 by Paul 
Volcker, popular belief in and government encourage­
ment of un limited growth and progress were to be 
considered the enemy-in direct contradiction to the 
President's viewpoint .  
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What surfaced during the course of 1 98 1  in a series 
of battles with the President was the M althusian anti­
growth approach of Vo lcker, the Council on Foreign 
Relations ,  the Tri lateral Commission , and their supran­
ational banking arms , the I n ternational Monetary Fund 
( I M F) and the more secretive Bank for In ternational 
Settlements (BIS) ,  along with their agents within the 
Democratic Party and Republican Party . 

Starting in  May 1 98 1 ,  this reporter charged that the 
vulnerabi li ties in  Reagan 's economic policy, once seized 
upon by his opponents , would lead by the end of 1 98 1  
to a series of assaults-induding public scandals­
against his most trusted advisers, and by 1 982, if not 
remedied , would begin to turn into a full-scale "Hoov­
erization" in the midst of  economic disaster. 

The M althusians were forced to step up their time­
table when they realized that Reagan represented poten­
tially something more than an ideological obstacle to 
their basic policies of deliberately l imited resources, 
genocidal population control, and global resource allo­
cation .  

The combination o f  the stunning passage of  the 
AWACS arms sale to Saudi Arabia, under the direct 
leadership of the President, and perception of a poten­
tial independent foreign policy tilt in  the Middle East, 
by mid-fal l  increased the pace of the timetable of 
assaults against the President .  

In  addition,  presidential recalcitrance against a deaf­
ening roar even from within his own party and admin­
istrat io n  for tax increases and cuts in  the defense budget 
had stirred the Malthusians to more intense activity . 
While the President clearly does not understand  how to 
get out of  the current economic crisis and has shunned 
intervention against the Fed along the lines suggested 
by LaRouche, he has, from the vantage point of the 
Malthusians, also refused to give in on commitments to 
national  defense and the Pentagon and a tax meant to 
appeal to middle-class "entrepreneurship ."  

The test 
Reagan's somewhat astounding ability to secure 

enough conservative Democratic votes to pass his fi rst 
round of budget cuts and defeat a previously boasting 
Democratic House Speaker Tip O'Neill made headlines 
in mid-May.  However, two days following the astound­
ing victory, major press were touting an alarmed re­
sponse from Wall Street. I ndeed, during that period the 
stock market had dropped; interest rates had remained 
stable and were about to climb ,  completely contradict­
ing the projections of the President's economic advisers . 
I ndeed, EIR was the first to report that the Wall Street 
and Fed reaction was rigged . Alan Greenspan,  negoti­
ator for would-be Vice-Presidential nominee Gerald 
Ford during the 1 980 Republ ican National Convention , 
along with other former Ford economic advisers and 
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close associates such as former Fed Chairman Arthur 
Burns, engaged in  a process o f  i nciting fear throughout 
the markets, privately reporting that · the President's 
success meant nothing and that the federal defici t  would 
increase. 

The Greenspan-Burns actions were coordinated with 
Stockman,  who, operating in conjunction with his col­
laborators, two days after the great success promoted 
the astounding proposal for a sizable cut in  the Social 
Security system . In addition ,  Stockman proposed at 
that time a series of recissions in the FY8 1 budget of 
some $5 bill ion . White H ouse Chief of Staff James 
Baker I I I  identified these cuts as needed to offset 
increased costs due to irregularly h igh interest rates not 
projected in the original Carter 1 98 1  budget . 

Stockman's  shocking Social Security cut proposal 
was immediately defeated in the Senate 96-0. Yet the 
actions by Stockman,  Greenspan, and Volcker immedi­
ately following the initial Reagan congressional success 
were all aimed at pressuri ng the President to accept a 
further deep-cuts policy which in early June would 
expand to calls not only for cuts in  entitlement pro­
grams intluding Social Security, and further cuts in the 
domestic budget, but also cuts in the projected defense 
budget and the virtual elimination of Reagan 's  tax 
breaks, in order to meet the expense of high interest 
rates both in terms of direct government i nterest pay­
ments on debt and also loss of government revenue due 
to the induced recession .  

. 

On May 28 ,  Reagan gave a private i nterview with 
the New York Daily News in which he lashed out at 
Wall Street's unexpected negative response to his budg­
et cut proposals . 

Reagan's  move had been encouraged early in that 
week during a May 24 appearance by House Majority 
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Leader J im Wright on national television .  There, 
Wright broke with an announced confrontationist l ine 
against the President initiated by House Speaker 
O'Neil l . Wright instead proposed that he and others 
such as H ouse Ways and Means Committee Chairman 
Dan Rostenkowski might consider a compromise on 
Reagan's Kemp-Roth tax bi l l  in exchange for Reagan 
action on i nterest rates. 

I ndeed , Wright brought his proposal directly to the 
President in  a J une 1 meeting at the White House .  By 
then , however, i t  was clear that the President had fai led 
his init ial test, rejecting the Wright alternative. As a 
softener, Reagan obtained Volcker's support of  a 
watered-down version of his tax cut policy .  Yet (again 
as only reported in  this journal) ,  two weeks fol lowing 
the Lausanne meeting which had apparently made 
peace between the President and the Federal Reserve 
Board Chairman ,  central bankers-meeting in Basel, 
Switzerland, at the annual conference of the B IS­
issued an outright condemnation o f  Reagan 's policies, 
charging that high interest rates could only be brought 
down by a Reagan reversal on tax pol icy , deeper cuts in 
the U .S .  domestic budget, and an al l-out assault on the 
U .S .  defense budget . One week fol lowing the B IS  
meeting, Reagan met with Democratic Senators op­
posed to Vo lcker's high interest-rate policy and once 
again rejected an appeal for bipartisan action .  

Containment 
Reagan's apparent tax and budget successes during 

. the spring and early summer obscured the fact that he 
had seriously undercut potential anti-Volcker al l ies in 
the Democrat ic Party and succumbed to a dangerous 
extent to the deep-cut dictates of  the M althusians; 
however , during the course o f  the summer congressional 
recess ,  Reagan stood firm against attempts by Stock­
man and White House Chief of  Staff Jim Baker to fulfi l l  
one leg of  the BIS program-deep cuts i n  the defense 
budget. 

On Sept . 1 3 , the President announced his opposition 
to the Stockman approach , cal l ing for only $2 b i l lion in 
defense cuts for FY82 and $ 1 1 bil l ion for FY83 and ' 84 ,  
compared to Stockman' s total proposed cut of  $30 
bil l ion for those years. 

I mportantly, Senate Majority Leader Howard Baker 
and Congressional  Campaign Committee head guy 
Vander Jagt, together with H ouse M inori ty Leader Bob 
Michel, led a chorus of anti-Wall Street rhetoric that 
made Reagan ' s  famous interv iew with the Daily News 
look mi ld .  The Republican leadership-while attempt­
ing to keep the i nterest-rate ball in Reagan ' s  court­
were now talking about 90-day time l imits within which 
rates m ust come down, and serious losses in the '82 
election if  this  were not m ade to happen . 

I n  addition, close Reagan associate Sen . Paul Laxalt 
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was said to be in negotiations with Sen . John Melcher 
of M ontana, the author of  a new bipartisan resolution 
expressing the sentiments previously put forth by 
Wright and by Senate moderates , urging bipartisan 
support for presidential confrontation with Volcker on 
the interest-rate q uestion . Already Rep . Bill Alexander 
of Arkansas, a close Democratic associate of Wright, 
had announced his intention to introduce the Melcher 
Resolution in the House .  There were also strong signs 
from both l ibera l House Republicans 'and conservative 
House Democrats that the President's coalition for deep 
cuts would not stand up during the October session .  

From the vantage-point of  the Malthusian/Volcker/ 
BIS crowd, this combination had to be contained. The 
elements of  containment were a lready clear at the Sept. 
8 meeting of the AFL-CIO-l inked National Coalition 
to Lower I n terest Rates. At that meeting, AFL-CIO 
operatives, under the tutelage of  federation President 
Lane Kirkland, blocked a reso lution in support of the 
Melcher Reso lution and instead supported a policy 
acceptable to Volcker-namely, credit controls .  

On Sept .  17 at a national meeting of the Democratic 
National Committee, the AFL-CIO connected Demo­
cratic National Committee Chairman , banker Charles 
Manatt, cha l lenged delegates who offered a resolution 
condemning the Fed's interest-rate policies. Manatt 
insisted that hig� rates were not to be blamed on 
Volcker, but on  Reagan . The day before, House Speak­
er O'Neil l ,  an opponent of earlier moderate Democratic 
attempts to ' seek a bipartisan front against Volcker, 
gleeful ly told a meeting of the House Democratic 
Caucus, "The monkey is off our back .  These are 
Reagan' s  deficits and Reagan's interest rates ."  And on 
Sept. 1 9 , Kirkland-heavily under the influence of the 
Socialist I nternational  and its representatives in the 
labor movement headed by I nternational  Association of 
Machinists President Wil l iam Winpisinger, United 
Auto Workers President Doug Fraser, and American 
Federation of Government Employees President Ken­
neth Blaylock-launched the Solidarity Day demonstra­
tion in Washington against the President and his budget 
cuts . The interest-rate question was infrequently raised 
there, and when raised, on Reagan ,  not Volcker. 

In late S�ptember they succeeded in rallying large­
scale Democratic support in blocking the Melcher Res­
olution from getting to the Senate floor, prior to a 
much-heralded speech by President Reagan . And, in a 
meeting o f  the House Democratic Steering an4 Policy 
Committee,  M issouri 's Rep .  Richard Gephardt led a 
charge of O'Nei l l -backed elements to block Alexander's 
attempt to lead a bipart isan move against Volcker (see 
below) .  This al l-out attempt to contain congressional 
furor over i nterest rates on the part of  the Democratic 
Party leadership was flanked by a move coached by 
Stockman within the administration itsel f to deflect 
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similar sentiment among Republican congressmen . In­
deed, in  a Sept.  15  presiden'tial meeting with the Repub­
l ican House and Senate leadership, the i nterest-rate 
question was debated extensively, and Republicans were 
told that they should keep up the anti-Wall Street 
rhetoric, but nothing serious would be done at this time 
on i nterest rates . 

And throughout this period ,  Volcker, appearing in 
Brazi l in  early September and then on Sept . 16  before 
the Senate Banking Committee, confidently snubbed 
the Congress and the American people, reporting that 
interest rates would remain high for at least six months.  
Already, on the Senate floor, Social ist I nternational­
connected legis lators such as Bil l Bradley CD-N .J . ) ,  
Ernest Holl ings (D-S .C . )  and Gary Hart CD-Colo . )  were 
proposing increased taxes in FY83 and 84.  

In early September, administration sources were 
openly admitt ing what Baker had signaled before-that 
high interest rates were seriously un-balancing the 
budget. The previously estimated $42 . 5  bi l l ion deficit 
for FY82 was now going to be $60 bi l l ion .  EIR predict­
ed at that time that it would be at least in the $80 bi l l ion 
range, as later admitted by the admin istrat ion .  

On Sept . 24, President Reagan responded with his 
address to the nation, call ing for an additiona l  $ 1 6  
bi l l ion i n  cuts and increased taxes i n  an attempt to find 
a middle ground between popular outrage at interest 
r�tes and Wall  Street requirements for deep cuts. 

Power grabs 
The Malthusian BIS group happily watched the 

dissolution of Reagan's majorities in the House and 
Senate fo l lowing that Sept .  24 address . The Senate 
Republ ican leadership , terrified by the prospect of 
disaster in  1 982, began a campaign to get the President 
to increase taxes and cut the defense budget . On Oct . 
1 4, Appropriations Committee Chairman Mark Hat­
field suggested that the President double his projected 
cuts for the Pentagon . Ted Stevens, the M ajority 
Whip, suggested the same day that the B- 1 bomber 
program be eliminated . M eanwhile, Republicans on the 
Senate Budget Committee and Senate Finance Commit­
tee, i ncluding their respective Chairmen ,  Pete Domenici 
and Bob Dole, started to promote a sizable tax increase 
for FY82,  83 and 84. The pressure increased on Oct. 2 1  
when the government announced a 6 percent drop in 
GNP for September, fol lowed two days later by an 
announcement of a 1 .2 percent increase in  September' s 
Consumer Price Index .  I ndeed, behind the scenes the 
word was that the 1 982 budget deficit would now be in 
the range of $ 1 00 bil l ion . President Reagan was forced 
to anounce that a recession had begun.  Democrats as a 
whole were in step with House Budget Committee 
Chairman Jim Jones, who on Oct. 26 informed his 
colleagues that yes , the recession is here; Reagan is  to 
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blame; we will do nothing until next year. 
I'n the face of what the Malthusians believe to be the 

irresistib le pressure for deep cuts, these forces received 
a shock when, on Oct. 28 ,  the Senate narrowly approved 
the sale of AWACS radar planes to Saudi Arabia. 
Fo llowing Reagan's  victory on the Hi l l ,  he not only 
seemed to be moving toward a new definition of U .S .  
M iddle East policy ,  but would stubbornly resist pres­
sures to increase taxes and cut the defense budget . 

These factors led to a late-October decision on the 
part of the B IS-Trilateral trusteeship to quicken the 
pace o f  an a l ready prepared a l l -out assault on the 
President . The conspiracy to destroy the presidency, 
and perhaps even attempt once more to assassinate the 
President, was kicked off when an interview with David 
Stockman appeared in  the A tlantic Monthly in  which he 
openly attacked White House economic policy and 
called for sizable new taxes .  While Counselor Edwin 
Meese and Deputy Chief of  Staff Michael Deaver urged 
the President to remove the heretical Stockman, Stock­
man's "godfather," James Baker I I I ,  stated that Stock­
man was the most competent official in the administra­
tion ,  and lobbied the President to retain him . 

A week after the decision to keep Stockman, a 
scandal was launched against National Secutiry Adviser 
Richard Al len .  Allen's removal was immediately urged 
by Baker, with Meese resisting .  And one day after Allen 
went on admin istrat ive leave, another scandal was 
launched through the auspices of  nationally syndicated 
columnists Evans and Novak against Michael Deaver. 
The pattern was clear. As one Wasingtonian extremely 
close to the President told me, these series of strenuously 
pushed scandals (not including the Stockman situation, 
b ut now inc lud ing  C I A  Di rector Casey and Labor 
Secretary Donovan) is aimed at the President himself. 
A n d  as I have po i nted out ,  the in i t ia l  goal  o f  this  
operation,  manipulated from the beginning by Henry 
Kiss inger, Alan Greenspan, and the Detro it-based busi­
ness front for organized crime, GOP fundraiser M ax 
Fisher, was to el iminate the President's closest associ­
ates .  Political Affairs Director Lyn Nofziger has an­
nounced that he wi l l  step down in January 1 982 after a 
series of losing skirmishes with Baker. Deaver, now 
under threat of  scandal ,  has announced that he wil l  also 
leave in 1 982 .  Al len is  effectively gone, leaving only Ed 
Meese in the White  H o use fro m  among Reagan's  
original  Cal ifornia group . I t  is  a l so clear that Stock­
man's  revival ,  and the revival of his policies, was made 
possib le through the auspices of James Baker I I I .  Baker, 
former campaign director for George Bush and inti­
mately involved in Gerald Ford's campaign against 
Reagan in 1 976, has also promoted his special assistant 
Dick D armon,  a protege of Club of  Rome member 
Ell iot Richardson , to superstar status in the White 
House. 
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Capitol Hill 

Senate sidesteps 
fight with Fed 
by Susan Kokinda in Washington 

While the issues of budget and tax cuts dominatt:d news­
paper coverage of the first session of the 97th Congress, 
it wil l  be Congress' s  inability to thus far break the 
Federal Reserve Board's policy of  usurious interest rates 
which will in reality write the history of the 97th Con­
gress. 

For as the second sesion of the 97th opens in  January 
1 982, the President's party, though the majority in the 
Senate, will find itself in increasing disarray as high 
interest rates balloon the federal deficit and leave Repub­
licans looking at 1 982 election races with their promised 
balanced budget handing around their necks. Republi­
cans of varying ideological and geographic stripes, and 
of varying degrees of proximity to their next re-election 
campaign , are scrambling in totally . different d irections 
looking for a "solution" to the economic crisis .  Already, 
the Republican Senators representing the Northeast and 
Midwest haye informed the President that he can no 
longer count on their heretofore automatic votes for cuts 
in programs affecting their regions. 

Indeed, the President's narrow last-minute Senate 
victory on the AWACS sale to Saudi Arabia in October 
merely underscores the fact that the President 's  majority 
is by no means automatic. And this majority could 
disintegrate altogether in the wake of the 1 982 elections, 
as a number of incumbent Republican Senators are in 
deep trouble because of the economy . Political wisdom 
on the Hill has it that continued support for the Fed by 
the administration and by Banking Committee chairman 
Jake Gam may be the single most important factor in 
defeating Senate Labor Committee Chairman Orrin 
Hatch next fal l .  

The key to a governable second session of the Senate, 
and to the ultimate survival of the administration, lies in 
the activities of a small but ipcreasingly important group 
of moderate and conservative Democrats, simi lar to the 
Jim Wright, Bil l  Alexander and Dan Rostenkowski 
brand of Democrat in the House . It was in fact this 
group-John Melcher (Mant.) ,  David Boren (Okla.) ,  
James Exon (Neb.) ,  Ed Zorinsky (Neb .) ,  Bennett John­
ston (La.), Russel l  Long (La .) , John Stennis (Miss .) ,  and 
Sam Nunn (Ga .)-which gave the President his margin 
of  victory in the A WACS vote. And it is this grouping 
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which has endeavored to bring the issue of high interest 
rates to the center of national economic policy discussion 
for the past year. 

Senate sources report that, after a year of jockeying 
with the pro-V olcker Senate Democratic leadership, 
some members of this moderate caucus may be preparing 
to move early in the next session with a serious credit 
policy as an alternative to high interest rates . Recogniz­
ing that the wing of the Senate control led by Minority 
Leader Robert Byrd of West Virginia and the Democrat­
ic National Committee is unalterably committed to a 
suicidal policy of credit controls, these forces hope that a 
good-faith effort by moderate and conservative Demo­
crats on credit policy may provide the President with the 
route he needs out of his budget/tax trap . 

Potential new leadership emerges 
Almost unnoticed amidst the press hul labaloo 

around the House conservative Democratic caucus (the 
Boll Weevi ls), a similar, more informal caucus an­
nounced itself in the Senate during February 1 98 1 .  
Avowing its intention to support President Reagan's  
economic program, leading members of the group, 
however, began to point to the Federal Reserve Board 
policies of high interest rates as that program's glaring 
vulnerability . By mid-summer, several members of the 
caucus-David Boren and Ed Zorinsky-joined two 
non-members, John Melcher and Jim Sasser (Tenn.)  in 
sponsoring a series of "public policy forums" on high 
interest rates . While generating no national press atten­
tion ,  the forums yielded two things: I) the introduction 
by Melcher of S J .  Res. 1 04, a straightforward resolu­
tion cal l ing on the President to sit down with the 
Federal Reserve Board and to bring down interest rates 
within 90 days; and 2) a face-to-face confrontation with 
Fed . member Lyle Gramley, who declared that interest 
rates would not come down until wage rates were 
broken ; From that point on ,  at least some Senators saw 
through the claim that the Fed was keeping interest 
rates high on ly in response to Reagan's  budget deficit. 

A behind-the-scenes battle then broke out between 
the anti-Fed Democrats and the pro-Volcker party 
leadership in the Senate, House, and Democratic Na­
tional Committee. Despite the bipartisan Congressional 
outcry over interest rates after the August recess, the 
Melcher resolution went down to a 32-to-56 defeat on 
Sept. 29, as Byrd-led Democrats looked only for ways 
to pin the economic malaise on the administration ,  and 
RepUblicans obeyed orders from the administration not 
to attack the Fed .  Nine monetarist Democrats openly 
joined the Republicans against the resolution .  

At the same t ime as Byrd was trying to knife the 
administration on the AWACS vote (and Melcher, 
Boren , et al. were bai ling out the White House), Byrd 
was also maneuvering to take the interest-rate fight 
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away from the anti-Fed Democrats . A Byrd-orchestrat­
ed October "Democratic policy meeting" in West Vir­
ginia fol lowed by a November press conference pro­
duced an "Emergency Democratic Task Force on Inter­
est Rates ," under the leadership of credit control advo­
cate Don Reigle. But the Task Force and leadership­
backed resolution, a thin ly disguised push for credit 
controls, garnered four fewer votes on the Senate floor 
than had the "maverick" M elcher resolution five weeks 
earlier. 

Thus sidetracking the drive for lower interest rates, 
Byrd sll'..:ceeded in dragging the issue down to its lowest 
common denominator, as witness the sham debate with 
Majority Leader Howard Baker on the Senate floor in 
December over the inconsequential issue. of membership 
on the Fed Board of Directors. 

With Byrd's  "Task Force" discredited, the moder­
ates who have made high interest rates their central 
issue during 1 98 1  have a new opportunity to take the 
fight beyond mere opposition to the Fed and into the 
realm of serious policy discussion over national credit 
policy . As one individual involved in  the fight from the 
beginning said, "The issue is no longer budget and 
taxes-it is credit. We may be the minority , but we are 
also incumbents, and we have a responsibility to put 
forward a serious credit alternative. I hope we can show 
the administration the way out ." 

House Democrats 
in divisive bind 

by Ronald Kokinda in Washington 

[I hoped] to be able to work with the new President as 
Mr. Rayburn and Lyndon Johnson had worked with 
President Eisenhower, not as obstructionists but as con­
structive helpers, trying to bail him out in the national 
interest when he got in difficult circumstances . 

-From an early 1981 entry in the 
diary of House Majority Leader Jim Wright. 

Democrat o/ Texas 

The fai lure of that potential working relationship be­
tween the Reagan administration and the moderate tend­
ency among House Democrats has been the reason for 
the dominance of Malthusians in shaping the economic 
policy of both the administration and the Democratic 
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Party . The left/right undercutting of  the moderate Dem­
ocrats-those Democrats committed to crucial economic 
development programs, including NASA and space ex­
ploration, nuclear and fusion  energy, water develop­
ment, R&D, and parity for agriculture-has put the 
administration at the mercy of the Fabian mole David 
Stockman and the House Democrats under the leader­
ship of House Speaker Tip O'Neil l  and other "post­
industrial society" advocates. 

Regardless of the specific effect on the economy a 

compromise between Reagan and moderate Democrats 
on tax and budget would have had, the potential for 
arriving at healthier policy directions could have been, 
and still might be, key to U .S .  economic recovery . The 
Achil les heel of the administration, its toleration of Paul 
Volcker and Federal Reserve Board policies, is the best 
example. These moderate Democrats are attempting to 
ensure that adequate, long-term , low-interest credit gets 
into the productive sector of the economy without resort 
to credit controls or other such destructive devices. 

The process of sabotage 
Among the key moderates in this situation are 

Wright; Ways and Means Committee chairman Dan 
Rostenkowski (0-111 .) (whose roots lie in the machine 
poritics of the late Mayor of Chicago , Richard Daley, 
and who managed Wright's successful 1 976 bid for 
Majority Leader); Budget Committee Chairman Jim 
Jones (D-Okla.); and Chief Deputy Whip Bil l  Alexander 
(D-Ark.). How were they undercut? The answer has to 
do with the Mont Pelerin-Friedmanite Congressman 
Phil Gramm (0-Tex .), described by one Southern con­
servative Democrat as "a  good staff person, but un­
trustworthy." Gramm, who got his position on the 
Budget Committee with Wright's support on the prom­
ise to vote with the Democrats once they had reached a 
consensus, broke his promise and offered to sponsor the 
Stockman budget cuts. Pointing to this alterpative flank 
of support, Stockman convinced the President that no 
compromise should be tolerated, and got his cuts in 
budget resolutions Gramm-Latta I and I I .  The " Boll 
Weevils , ' :  a grouping of conservative Democrats whose 
instincts favor economic growth and who would never 
tolerate an overtly environmentalist policy, were then 
rallied to support the Gramm-Stockman approach as a 
move of support for the President-an approach to 
budget-cutting that has helped the federal deficit bal­
loon toward $ 1 20 bi l lion for FY 1 982 alone. 

Similarly, a chance for compromise on tax policy 
was jettisoned, just as supply-siders demanded, once the 
administration was again convinced it had the votes for 
Kemp-Roth . Rostenkowski, firmly convinced until the 
very end that the President' s overtures for compromise 
were genuine, suddenly found himself in a frantic 
scramble to outbid the administration 's  tax-cut sweet-
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eners, in order to win votes for his own alternative. Any 
potential was lost for a serious restructuring of  the tax 
code to reverse the speculative and economic overhead 
categories now getting favorable breaks, in  favor of 
incentives for tangible goods production . 

' 

House Speaker O'Neil l-who has aided and abetted 
the strategy of the Social ist I nternational ,  outlined at 
their December 1 980 conference in Washington ,  D .C . ,  
for radicalizing the  nation and  destroying Reagan under 
conditions of economic depression-appeared vindica­
ted in  his charges that the administration would not 
compromise, thereby boosting his factional position 
within the party . Wright and other moderates, having 
lost any leverage in their repeated attempts to c<,>nvince 
President Reagan that his program could not work 
unless interest rates were dramatical ly reduced , were 
overshadowed by a party position increasingly and 
intentionally bereft of any policy direction or alterna­
tive. O'Nei l l  commented, "When the other side is 
fighting among themselves, I say don't block the view," 
as he and other party leaders (notably Democratic 
National Committee Chairman Chuck Manatt) gleeful­
ly awaited economic collapse and,  they hope, another 
l iberal Democratic surge in the 1 982 elections .  

As the administration increasingly defended Volcker 
and Federal Reserve Board policies , Bill Alexander, a 

House moderate and Chief Deputy Whip (D-Ark . ) ,  
introduced H . R .  3 1 9  to force the President to consult 
with the Fed and report back to Congress on how 
interest rates were going to be reduced . Hoping to get 
House Democratic Caucus backing, Alexander raised 
the issue in  the Steering and Policy Committee . Here 
the real policy of the O'Neil l  wing of the party emerged, 
as O:Neil l ' s  protege among the younger House leader­
ship, Richard Gephardt (D-Mo . )  attacked Alexander 
for taking emphasis off the "fiscal" solutions to the 
economy, i .e . ,  more tax increases and budget cuts, and 
defended the Fed's interest-rate pol icies. I n  a subsequent 
interview with this journal ,  Gephardt confirmed that he 
works "closely" with the St .  Louis Fed, and demanded 
cuts in the standard of l iving, including wage cuts, as a 
solution to inflation . 

As we enter 1 982 and the election period, O'Neil l  
Democrats in  the House are moving to enforce the 
Global 2000 blueprint for mass murder by introducing 
bi l ls for hospices, kil l ing water development and ad­
vanced nuclear projects, and ensuring that the euthana­
sia bi l l ,  or "Natural Death Act of 1 98 1 " (Act 4- 1 1 5) ,  
becomes law for the  District of Columbia,  as a model 
for the states to fol low.  Whether or not the moderates 
can find the morality and courage to ral ly traditional 
Democrats to regain control of  the party remains to be 
seen .  As one member of the moderate leadersh ip to ld 
me, "This split between the moderates and the l iberals 
is going to get very deep ."  
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World Finance 

The .Eurodollar era 
banking crises out 
by David Goldman, Economics Editor 

At its moment of greatest apparent triumph, the un­
regulated world banking system that emerged from the 
ruins of the Bretton Woods system 10 years ago faces its 
greatest cris is .  For financial history, the subject of 1 98 1  
is the unopposed march of the Eurodollar banking sys­
tem over the fragile defenses of national banking regu­
lation ,  through the opening phase of  a threatened world 
economic depression .  But as the Polish events show in 
the most lurid light, the further basis of Eurodollar 
expansion is sl im , and the world financial system has 
entered a crisis of the sort that the 1 97 1  events merely 
postponed; and whereas the crisis might have been han­
dled smoothly 1 0  years ago , now it  can be confronted 
only through the most extraordinary and broad-ranging 
measures . 

On Dec . 3 the gates to the citadel of American 
banking were opened to the besiegers by i ts supposed 
defenders, the Federal Reserve Board of Governors, 
through the m uch-heralded introduction of In ternation­
al Banking Faci l ities ( IBFs) .  American banks are now 
beginn ing to conduct the same sort of business once 

, exiled to the Cayman Islands, Bermuda, Panama, Lon­
don, Singapore, and other offshore centers whose vol­
ume of deposits, at about $ 1 . 6 tri l l ion,  was double the 
size of the broadly defined U .S .  money supply and half 
again larger than the U.S .  nat ional  debt .  Combined with 
tax breaks for American banks and perhaps with "free­
trade zones" and "free enterprise zones," which forth­
coming legislation would make into mini-Hong Kongs 
on American soi l ,  the I B Fs have brought the uncon­
trolled Eurodollar expansion in the offshore markets 
back into the heart of American banking.  

The I BFs by themselves would not represent so dra­
matic a shift i f  not for the accompanying revolution in 

, commercial banking during the past year, including: 
• The wholesale purchase of American bank'ing as­

sets by foreign institutions, including Hongkong and 
Shanghai Bank's 1 980 purchase of Marine Midland, 
Midland Bank's 1 98 1  purchase of Crocker Bank, Stand­
ard Chartered's 1 980 buyout of Union Bank of Cali for­
nia ,  and Banca Commerciale I tal iana's 1 98 1  takeover of 
Long Is land Trust. 

• The spectacular two-year growth of  the assets of 
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comes to an end: 
of control? 

money-market funds to $ 1 75 bi l l ion,  largely to the prej ­
udice of the nation's 6,000 savings and loan institutions,  
which threaten to disappear from the nation ' s  financial 
l ife ,  and at the expense of the commercial banking sector .  
For the first t ime since the G lass-Steagal Act of 1 934,  
investment banks now control a significant portion of  
the deposit market. 

• Mergers between Prudentia l  Life I nsurance and 
Bache Halsey Stuart; American Express and Shearson 
Loeb Rhoades; Bechtel Corporation and Di l lon Read; 
Salomon Brothers and Phil l ip Brothers; and Goldman 
Sachs and ACLI Commodities, among others , to create 
"universal financial services" giants. 

Paradoxical credit expansion 
The institutional changes in the banking system, set 

loose in part bY' the Reuss-Proxmire Monetary Control 
Act of  1 98 1 ,  in part by legislation, drew their greatest 
momentum from the monetary policy adopted by the 
Federal Reserve Board in October 1 979 and continued 
through to the present .  The escalation of interest rates 
to 20 percent at their a ll-time peak in nominal terms, 
and to real interest rates comparable on ly to the months 
of  1 929 immediately prior to the stock-market crash, 
shattered the foundations of normal deposit banking. 
Instead of an orderly deposit market between institu­
tions and savers, non-bank intermediaries and then the 
banks themselves threw aside their customary range of 
instruments ' and offered deregulated high-interest, 
short-term paper that merely eased further escalation of 
interest rates . 

The lack of monetary control at the Federal Reserve 
became, as a result, a standing joke among central 
bankers, and the subject of preachments of damnation 
at the Bank for International Settlements, the arbiter of 
the world central banking community . Deregulation 
threw out the distinction between demand deposits, or 
"bank money" in the standard definit ion of money 
supply, and forms of "non-money" deposits or assets 
held at non-bank institutions, and above al l ,  wiped out 
the distinction between · reserve-backed bank money 
generated in the regulated domestic banking system and 
uncontro lled ,  reserveless Eurodollars . While the Federal 
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Reserve kept the rate of growth of i ts  targeted M- l in  
the  promised range-it has  been growing at less than 5 
percent over the past six months-the actua l  rate of 
credit expansion reached record levels .  Deregulation 
wiped out the means of correlating the Fed's usual 
measures and the secondary generation of credit in the 
economy.  

Moreover, the credit expansion, which reached 70 
percent per annum in the American short-term credit 
.markets during 1 9 8 1 ' s third quarter, occurred at the 
expense of an economy whose aggregate balance sheet 
sank into the worst condition since the relevant numbers 
were recorded . By the third quarter of 1 98 1 ,  fully half of 
al l  new funds raised by corporations paid interest on 
pre-existing debt, and corporate America was in the 
same position as Equity Funding ,  "salad oil swindler" 
Tino de Angelis, and other chain-letter game operators 
immediately before their pyramids collapsed. 

Unable to continue borrowing merely to pay old 
debt service, corporations began, in  July,  to cut costs by 
laying o ff workers and reducing production .  Production 
of consumer d urables fel l  1 3  percent between July and 
November, and overall industria l  production by more 
than 6 percent; it wil l  fal l  by almost as m uch again 
before the economy hits the bottom of this particular 
leg of a general depression .  

On the  international level, the  extent of the  explosion 
of debt-servicing costs has only begun to come to light. 
World trade this year wi l l  probably be 4 percent lower 
than the 1 980 level in real terms .  Among the leading 
industrial economies, only Japan is sti l l  growing, and at 
historical ly low levels .  West Germany is  stagnating and 
in danger of  fal l ing substantially; France and Italy are 
heading into a deep downturn , and England is mired in 
the depression levels brought on by three years of 
Margaret Thatcher economics . 

The past 1 0  years have been a slow-motion version 
of the clasical debt-bubble, along the lines of the 
Mississippi Company in France in 1 7 1 9  or the New 
York stock market in 1 929.  Sources of funds have 
declined sharp ly while debt-servicing costs have contin­
ued to escalate. Only now has the fact become evident 
that the world's balance sheet does not add up. This i s  as 
true in the domestic U .S .  sphere as in the international 
m arkets, and the conclusion is  that a l iquidity crisis of a 
sort the world has not seen since the grim summer of 
1 93 1  is in  the works for the earlier part of  1 982 .  

Past and future debt finance 
Manufacturers Hanover Trust recently publ ished a 

brief study of  the ratio of net savings to net federal 
financing requirements, noting that in 1 960, federal 
borrowings as a percentage of private savings were 1 9 . 3  
percent; in 1 970, 25 percent; in  1 975 ,  5 8 . 7  percent; and 
in 1 980, 78 . 8  percent .  A l inear projection of savings and 
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Herstatt bank director and customers in 1 9 74 following near­
collapse of Euromarkets. 

federal borrowing trends would indicate that the latter 
wil l  exceed the former during fiscal year 1 982 ,  implying 
that credit demands of the public and private sector, 
both at record levels, could only be met by widespread 
creation of new Federa l  Reserve money , or by importa­
tion of foreign savings. I ndeed, substantial crowding 
out took p lace in the bond markets during the second 
ha lf  of 1 98 1 ,  when - the rate of corporate debt issues 
slowed to virtually nothing before tak ing off in the 
fourth .  Worse was avoided on ly by the administration 's  
abi l ity to persuade Saudi Arabia and other OPEC 
co�ntries to purchase more than $20 bi l l ion worth of  
U .S .  Treasury securities . But now OPEC savings have 
fal len as sharply as have American domestic savings, 
from a net investable surplus of over $80 bill ion in 1 98 1  
to an estimated $30 to $40 bi l lion in 1 982 .  

The spectacular rise and fal l  of  the bond market 
during the fourth quarter of 1 98 1 , incl uding a 1 7-point 
rise in  the price of long Treasury bonds in the six weeks 
to Nov. 25, folJowed by an 8-point fal l  in the subsequent 
two weeks, i s  not surprising. Nor is  the " unexpected" 
stickiness of i nterest rates on the downside. At this 
writing, interest rates have actual ly turned up slightly, 
an extraordinary development in an economy which has 
probably l ost 8 percent of its current industria l  output 
in the preceding five months .  The last time such a thing 
happened, during the second quarter of  1 980, the prime 
rate had been cut i n  half within four months. 

Other governments' problems in financing their 
deficits are substantially worse than those of the U nited 
States . Starting with Italy, whose government deficit is 
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I I  percent of GNP (against 6 percent in  the United 
States), the rest of the major industrial countries are 
running government deficits that are proportionally 
worse, except that in Germany and Japan, traditionally 
high rates of savings provide a buffer that more than 
compensates for the additional financing burden . 
France and Italy are two sectors where a major internal 
l iquidity squeeze is  widely forecast for 1 982 of a magni­
tude worse than anything yet imagined for the United 
States . Reports from Paris say that the French credit 
system may go through a shock unli ke  anything in the 
postwar period when the foHowing year's budget is 
announced , with double the previous year' s deficit, next 
September. 

Most vulnerable in the entire process is the major 
debtor of the Eurodollar banks, the Third World, whose 
aggregate foreign debts now exceed $600 bi l lion and 
whose annual  debt service, according to the Internation­
a l  Monetary Fund,  exceeds $ 1 00 bi l l ion, or about 30 
percent of its total exports . Last October's meeting of 
the I M F  pronounced the current-account deficit of the 
developing countries, at over $ 1 00 bil l ion (two-thirds of 
which is interest , which is counted into current account), 
to be "unsustainable." But the same commercial banks 
that earlier had argued for tough "conditionalities ," 
i .e . ,  austerity preconditions in  return for loans, dropped 
that demand like a hot potato after the I M F  meeting, 
when it  was realized that any austerity measures would 
instantly cut i nto these countries' abi lity to manufacture 
goods for export ! 

Twenty-one countries have already had to resched­
u le thei r foreign debts, nine in the past year and a half 
alone.  Even the largest debtors , such as Brazi l ,  wi l l  
require rescheduling.  But the collapse of advanced­
sector economies, particularly that of  the United States, 
which absorbs 40 percent of the non-oi l  exports of 
developing countries, means both fewer exports and 
lower prices for commodities exports, and hence a far 
worse deficit than in the previous year. Commercial 
banks remain in the same trap of  lending increasing 
amounts to borrowers whose chances of repaying them 
grow proportionately smal ler . 

Central banks and crisis potential 
That was the background to the pronouncement of 

the Bank for I nternational Settlements in its June 1 98 1  
annual report that the present deficits of governments 
precursed a depression "comparable to the interwar 
years," i . e . ,  the 1 930s .  To the extent that the 'BIS  
suggested that reduction o f  government deficits was the 
solution to the threat of monetary crisi s, a viewpoint 
echoed i n  frequent congressional appearances by Fed­
eral Reserve Chairman Pau l  Volcker, it was belied by 
the central bank's simultaneous defense of the high­
interest policy that had produced the gaping deficits in 
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the fi rst place.  Certainly, a policy of reducing social  
services could reduce the financial burden on govern­
ment by permitting defenseless sections of advanced 
nations' populations to perish . As M ilton Friedman 
argued favorably in 1 956, the Nazis "contained" the 
stupendous monetary expansion of their regime by 
conquering populations around them , and the money 
supply, adj usted on a per capita basis, remained under 
contro l .  But such brutalities were not in the reach of 
existing democratic institutions, and President Reagan 
has not been persuaded to shatter those institutions .  

As so many times in the past ,  the last resort of the 
central bankers is to punish offending governments by 
lett ing a financial crisis be unleashed. That was the 
policy of  the Federal Reserve and Bank of England in 
1 92 1 ,  again in 1 929, and most emphatically in  1 93 1 ,  
when the central banks softened up Germany through a 
shutoff of international  credits and a collapse .of its 
currency and some of its major banks, relenting only in 
return for the placement of Hitler's soon-to-be financial 
czar, Hjalmar Schacht, at the helm of the Reichsbank .  

What the Bank for International Sett lements, the 
arbiter of the 1 93 1  crisis ,  has in mind,  and what its 
outgoing President, Dutch central bank chairman Jelle 
Zij lstra, to ld the I M F  meeting last October, comes 
down to a world di rectorate of central bankers. Rather 
than the mere use of interest rates, which have promoted 
rather than dampened credit expansion, the Federal 
Reserve must adopt direct credit contro ls .  That such a 
view fi ltered into the Bank of England became evident 
only at the end of December, when the London Finan­
cial Times editorially demanded tougher action to stop 
credit expansion.  Writing Dec. 1 7, the premiere British 
financial paper's editors argued, "Such is America's  
economic and monetary influence that every other 
country has an interest not only in the new financial 
phenomenon emerging there, but also in the controls 
being devised to rein it i n . "  

The Bank  of  England had  earlier indicated its sensi­
tivity to the crisis potential built up in the financial 
system , i n  a September study of the potential for a 
chain-reaction banking col lapse on the Eurodollar mar­
ket . On Dec . 1 6 , Bank of England Chairman Gordon 
Richardson summarized the dangers to the world bank­
ing system and noted that the Polish events, if they 
caused banks to act defensively and abandon the process 
of orderly restructuring of bad loans, could make the 
entire process unmanageable (see article, page 26) .  

That the world monetary system is on the verge of a 
maj or crisis reaching, through the Eurodollar market, 
into every national subsector is no longer a matter of 
hushed discussions in central  bank corridors, but of 
open declarations by the oldest of the world's central 
\:janks .  What will fol low is much less clear. Whether the 
Polish events wi l l  provoke a break-up of loan consortia, 
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a shut-off of lending to m ajor international debtors, 
and subsequent defaults by major nationar debtors and 
commercial bank fai lures, is impossible to tell at the 
moment; West Germany, which has less interest in  a 
Polish debt fai lure than anyone, may yet persuade the 
Russians to underwrite the Polish debt, for example. 

But Poland, for all its attention in the headlines, is 
far from the most dangerous trouble spot in the world 
monetary system ; the real-estate markets of various 
maj or cities are potential ly far more vulnerable, and 
capable of compromising a far greater volume of  risky 
loans .  No one can predict the time and p lace of the 
outbreak of such a crisis; the opportunities for it  to 
occur are too widespread for even the Bank for Inter­
national Settlements staff to grasp in totality . 

Two kinds of gold options 
, The fi rst serious public discussions of gold in to 

years are both an indication of the recognition of crisis 
and a direction-finder out of it .  As BIS President Jelle 
Zij lstra emphasized , "Gold is no longer a dirty word," 
although Zij lstra's own version of remonetization is for 
gold to be a chip circulating among central banks who 
would sim ultaneously force back the credit volume 
avai lable to industry at whatever cost to national econ­
omies. Gold wi l l  return either to prevent a crisis, or as a 

result of it ;  the dol lar wil l  not survive major bank 
fai l ures as a free- floating, sti l l  acceptable, but universal­
ly distrusted international  asset. Gold may become the 
"only acceptable internationa l  means of payment," as 
Princeton professor Peter Kenen warned the President's 
Gold Commission in testimony Nov. 1 8 .  

However, a s  EIR founder Lyndon H .  LaRouche Jr .  
proposed in  these pages in  October ,  go ld  can be a 
solution ,  not merely the bedrock to which the paper 
monetary system crashes . Backing the dol lar by gold, 
i . e . ,  paying the U .S .  current account balance i n  gold 
revalued to $500 an ounce or market price if  higher, 
would immediately restabi I ize the world monetary sys­
tem, on one condition .  That condition is that the p ledge 
to meet U .S .  deficits with gold were backed up by a 
national effort to rebuild the technological edge of 
American industry, and wipe out the present $40 bil l ion 
per year trade deficit  thro ugh the h igh-techno logy 
exports America excels in .  At home such a policy would 
require low-interest loans on a priority basis 'to goods­
producing industry; such loans would be non-inflation­
ary as a matter of definit ion, being applied to new 
g o o d s  p r o d u c t i o n  a n d  p r o d u c t i v i ty - i m p ro v i n g  
investments . 

That is the course that economists l ike France's 
Jacques Rueff and Lyndon LaRouche urged in 1 97 1 ,  as 
an alternative to the N ixon debacle; it is sti l l  not too 
late to adopt it , in the face of  the terrible consequences 
of wrong decisions .  
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How the Bank of England plans 
to exploit the Polish debt issue 

, ' 

by David Goldman. Economics Editor 

"The Polish crisis is the most complex that has come up 
s ince the end of World War I I .  The political dimensions 
that come into play are so complex that I doubt i f  any of 
the actors have them al l  straight .  At some point or other, 
al l  of the principals have taken al l of the different possible 
positions on loan conditionality .  The A merican banks 
who were pushing it six months ago have given up on it , 
and now the British banks are pushing for a sort of 
political conditionality . We sit around with and discuss 
this with a fair number of people, and the discussions 
that go back and forth are hysterically funny.  N obody 
has a clear idea of how you get out of i t . "  

The above is a summary of a senior Federal Reserve 
official's trepidation over the Polish debt situation , which 
the head of the Bank of England has already predicted 
might turn into the trigger for the next great world 
banking crisis .  In  fact, the Fed is less a p layer in the game 
than part of the stage-setting . On the one hand, the Bank 
of England under Governor Gordon Richardson i s  com­
mitted to pressing the Polish debt issue to the breaking 
point, with profound consequences for the world ba lance 
of strategic power and the future of  the world economy. 
But West German Chancel lor Schmidt, Soviet President 
Brezhn�v, and Pope John Paul II are apparently working 
closely to stabi lize the Polish internal polit ical situation 
and its foreign debt position in  order to avoid a crisis .  
Whether they succeed depends largely on  the response of 
U.S.  President Reagan . 

The West and Poland 
To the extent that Reagan gives the West Germans 

room to work out refinancing and aid arrangements for 
the Poles, who are no more capable of repaying their 
debts than they are of  leaving the Soviet sphere ' of ' 
influence. negotiations a lready in progress for a Rus­
sian-assisted loan bai lout wi l l  probably succeed . West 
Germany's official warning, del ivered by Foreign Min­
ister Genscher Dec .  22, that  al l  Western decisions on 
economic sanctions against Poland m ust wait  unt i l  the 
conclusion of the Vatican informationa l  mission to 
Poland under Cardinal Poggi , indicated how strong the 
contacts between Bonn and the Vatican have become. 
Genscher's remarks also frustrated the hope of State 
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Department -Undersecretary Lawrence Eagleburger, 
who was in Europe to investigate the possibility of 
imposing sanctions on Poland .  

Behind the scenes , according to  the  West German 
daily Handelsblatt Dec. 2 1 ,  the West German banks 
were a lready negotiating with the Soviets, fol lowing an 
informal meeting of East bloc heads of  state in Moscow 
the previous weekend on the occasion of Brezhnev's 
birthday . The meeting concluded with undisclosed res­
olutions to help Poland economically, the newspaper 
said. The most important indication that the Russians 
had taken such a decision, Handelsblatt added, was that 
the Soviets had already moved into the Eurodollar 
market for funds in approximately the volume of Po­
land's foreign debt payments shortfal l , including a $ 100 
mi l l ion loan from a s ingle West German bank.  

Whether the R ussians actual ly commit their own 
credit on behalf of the Poles depends upon a number of 
criteria, Western banking and government sources em­
phasized in  background discussions during Christmas 
week ;  but the overriding among these was the American 
government's attitude. Should the United States take 
what is loosely described as the "State Department 
position ,"  that is, economic sanctions aimed at the 
Soviets, with emphasis on wrecking the m ulti-bil l ion 
dollar natural gas pipeline project, then the Soviets 
would have no interest whatever in bailing out Poland. 
They would, in  this case, be better served by permitting 
the West to take the consequences of a Polish default 
after they had moved into the country mi l itarily, while 
leaving the possibi lity of  a Soviet debt bailout of Poland 
to be a bargaining chip fol lowing such an invasion . 

Directed toward precisely this unpleasant result have 
been the efforts of the Bank of England. whose objec­
tives are broader than the Polish issue per se; its 
Governor, Gordon Richardson,  wants not on ly the' end 
of the major German-Soviet energy project , and an 
opportunity to impose British designs on the European 
Community at West German expense. but a fundamen­
ta l  change in  East-West relations, and the col lapse of 
President Reagan's tentative efforts toward negotiation 
with the Soviets .  I t  must be remembered that Richard­
son, the former Chairman of Schroeders Bank ,  comes 
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from an institution that in the 1 930s handled the covert 
financing of Adolf Hitler, and in the 1 960s and 1 970s 
maintained on its board of di rectors such brinksman­
ship . advocates as present Defense Department Under­
secretary Paul Nitze, and Carter Defense Secretary 
Harold Brown.  

An ill wind blows nobody good 
I rrespective of Poland's present de facto debt de­

fault ,  the world monetary system is in an impossible 
bind, as the Bank of England knows better than anyone 
else . The Bank of England Governor told a West 
German audience Dec . 1 7 : 

Between 1 973 and 1 980 the outstanding stock of 
loans from commercia l  banks to developing coun­
tries increased by something approachi ng $ 1 70 
b i l li on-thereby enabling these countries to main­
tain much higher levels of imports and economic 
activity than could otherwise have been sus­
tained . . . .  Since 1 973 there have been twenty-one 
countries which have had to enter into negotia­
tions  to reschedule their debts. As might be ex­
pected , given the increased debt outstanding and 
the higher costs of servicing, the pace had quick­
ened recently, with nine of these countries seeking 
rescheduling since the beginning of 1 980 .  You wil l  
be wel l  aware of the special difficulties of Poland, 
which raise questions of the broadest poli tical 
character which the events of the past 36 hours 
have brought to the very center of our attention .  
Thus  far, the magnitude of reschedu led bank loans 
has not been such as to give rise to anxiety about 
the abi l ity of the banking system to handle them . 
A more widespread difficulty could, however, arise 
if a failure to agree on a rescheduling were to lead 
to a default or moratorium which caused banks to 
react defensively toward other indebted countries, 
precipitating difficulties for them [emphasis added] .  

At  issue i s  not the  3 to 4 percent of U .S .  banks' 
stockholders capital potential ly compromised in an 
outright default of Poland, or even the considerably 
larger problem posed for West German banks, who 
hold $4 .5  bi l lion in commercia l  debt against less than 
$2 bil l ion for the United States, most of which is 
unbacked by government guarantees . Clearly the $27 
bill ion in Polish foreign debt may be handled; i t  repre­
sents less than 2 percent of total outstanding Eurodollar 
banking assets . That is , however, not the issue. Every 
major  developlhg-sector borrower has been bankrupt, 
de facto , for the past two years, and compelled to 
borrow chain-letter style to maintain itself, and the 
potential for defaults is  growing such that an argument 
that the reschedulings may always be handled i s  not 
much different than arguing that Achilles would never 
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Pope John Paul II 

overtake the turtle. 
This is wel l-known to the Bank of England; Gordon 

Richardson's  old sidekick from Schroeders, Geoffrey 
Bell ,  released an "opinion pol l" of  international bankers 
Dec . 1 5  to precisely this effect .  Bell 's  poll showed 
bankers confident in "the system" in general ,  but 
querulous about each other . "The international banking 
system would be vulnerable to chain-reaction collapse 
in the event of a crisis affecting a s ign ificant bank or 
group of banks," a majority of bankers reported back 
to the Bell survey . I t  was conducted through the Group 
of 30, an adjunct to the International Monetary Fund 
chaired by former IMF Managing Director Johannes 
Witteveen . Problems at a single bank "can jeopardize 
the whole operation" of reschedul ing i nternational 
debts, Bell was told .  

An entire array of British-associated institutions, 
induding most of the British and American financial 
press, has spun out a fantasy in which a crash of the 
Polish debt and ultimate Soviet intervention into Poland 
would b ludgeon the West Germans back into the 
NATO fold ,  collapse the current efforts around the 
natural gas pipeline with the Soviet Union,  and place 
the world economy under a form of central-bank receiv­
ership . N ot since Philip I I ' s  vis ion of a universal mon­
archy under the Spanish and Austrian H apsburgs at the 
time of the 1 577 Spanish bankruptcy, has the European 
o ligarchy attempted to parlay so much weakness into so 
m uch strength.  

Some of  the suggestions that accompany Richard­
son's untoward burst of central-banking candor are 
plain ly absurd. Senior American central-bank  and gov­
ernment officials dismiss out of hand a suggestion in a 
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Wall Street Journal editorial Dec . 23 that the U .S .  
government might trigger a default of the entire $27 
bil l ion Polish debt by declaring its own holdings of 
Polish paper i n  default, i n  order to "hit the Soviets 
where it hurts, in their credit standing," and ruin the 
natural-gas pipeline deal .  "Governments simply do not 
do that," scoffed a senior official of the Eximbank,  
whi le a member of the Federal Reserve Board of  
Governors added, "The Wall Street Journal i s  just a 
newspaper, and not worth the extra dime they have 
begun to charge for it." Even further off the deep end is 
a Financial Times editorial proposal to refuse further 
credit to Poland unless the reform process continues, 
Le., unless chaotic conditions are allowed to emerge 
which would make both old and new debt unpayable !  

There is a sense of desperation in  the British pron­
ouncements. At the Cancun summit of industrial and 
developing nations, the Japanese and some of  their 
friends , e.g .  the Philippines, informed the rest of the 
world that i f  the present monetary system were stifling 
world development, then they would have to find a 
better one. Such was reiterated in  a Japanese govern­
ment white paper l inking world disarmament negotia­
tions to an expanded flow of h igh-technology exports 
to the developing sector.  

Weapon of choice 
What would happen i f  the Germans and Soviets 

were able to freeze the Polish debt crisis? The influence 
of the Bank of England and the Bank for In ternational 
Settlements, the guardians of the Eurodollar system, 
would be at risk .  I n  the M ideast, the way would be 
somewhat clearer for a comprehensive peace settlement 
along the lines of the Fahd plan, mutually acceptable to 
the Reagan administration and the Soviets. The worst 
effects of the monetary crisis resulting from a decade of 
British-inspired monetary politics and two years of  Paul 
Volcker's imitation of  Bank of  England methods might 
well fal l  on the perpetrators, rather than on the remain­
der of  civilization .  

As such, the propensity to use the weapon of chaos 
and monetary destabilization,  al lowing the potential for 
monetary crisis to rear up in a sudden and terrible 
fashion , must not be underestimated. Since the crisis of 
1 773 ,  which establ·ished the London City as the world's 
financial center , it has been the weapon of  last resort of 
the British-centered European banking o ligarchy, and 
the weapon of most frequent choice .  

The balance hangs on the  decision taken in the  Oval 
Office. Should President Reagan · accept the advice of 
his friend , West German Chancellor Schmidt, and of 
the Pope, he will keep 'the way open to American help ,  
i f  on ly  passive help, toward Poland's economic restabil­
ization . If he fol lows British advice on the subject, he 
wi l l  permit the eruption of events that he will not-and 
perhaps no one would-be able to control .  
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Henry Wallich on Poland 

The following excerpts from a Dec. 23 interview with U.S. 
Federal Reserve Governor Henry Wallich have beenprovid­
ed to EIR.  

Q :  Governor Wallich, in October during the IMF meet­
ing, you called in a speech before BIS bank regulators 
for the use of Poland as a test case for central-bank 
control over loan negotiations. You said that the BIS 
had to get 'banks to cut lending by forcing banks to 
declare loans in default when they in fact were in default, 
and you said Poland was the first case. Will there be a 

successful reorganization of the Polish debt? Or, do you 
see the situation blowing up? 
A :  The situation will be handled purely as a financial 
matter by the banks involved . It can be handled . 

Q :  What is the role of the central banks? Have you 
gotten more control over the process? 
A :  I don't want to comment on the role of the central 
banks, because the private banks will be able to handle 
th is on thei r own.  The debt can be renegotiated as far as 
I can see. 

Q :  But I understood from the German newspaper Han­
delsblatt that the German banks are quite fearful and are 
moving to make a deal with the Soviet Union to bail out 
the German debt. The report is that the Soviets will 
borrow $4 bill ion from the West to pay the German 
creditors of Poland. Doesn't that mean the United States 
would be left in the cold? 
A :  I wi l l  have to let you worry about that. The Germans 
would never do such a thing. They are very responsible 
bankers. Why should they act unilaterally? Cooperation 
is  very important. 

Q: Do you believe that the U .S .  government might, for 
its part, do something l ike the Wall Street Journal sug­
gested this morning-pull out U .S .  government loans, 
thus throwing the private lbans into default and crisis? 
A :  I cannot believe this government would do anything 
of  the sort. I will not comment on suggestions by news­
papers which cost 25 cents but charge 1 0  cents more [the 
Wall Street Journal costs 35 cents] . I have heard no such 
thing .  

Q :  So you  see no financial difficulties with Poland? 
A :  I will never say never, but I am very optimistic. 

Q :  Do you see the Polish debt situation developing into 
a cris is? European banks bel ieve it is deteriorating rap­
id ly .  
A:  No. Anyway, what difference does i t  make to  us? 
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American bankers are not that deeply involved. There 
isn't one U .S .  bank with as much as $ 1 00  million in 
Poland.  I ndividually we have very little exposure, and 
not that much collectively . They have already long ago 
classified these loans as doubtful, and it wouldn't change 
their balance sheets. 

Q : B ut the Germans have quite a lot of money in Poland 
and according to the German financial papers, they are 
considering making a deal with the Soviet Union to the 
exclusion of the United States This would involve Ger­
man banks lending the Soviets the money to pay the 
German banks some of what Poland owes. 
A: I 've never heard of such a plan . It  makes no sense to 
me. Why should the German banks want to get more 
Soviet debt now? 

Q :  Why not? Soviet paper is a lot better than no paper, 
which i s  what they' ll get from Poland . 
A :  I s  it? Is it better than nothing? I don't think so. Look, 
the German banks are acting very relaxed . They don' t  
have to make a decision now, or for weeks at  all . They 
don't  have to declare the loans in default. The Germans 
have no reason to rock the boat. They can just let the 
negotiations go on. 

Q: B ut the Germans believe the situation will blow up, 
and they need to reach a political arrangement with 
Moscow.  
Q :  With Moscow? Why now, i f  ever? This  is the last time 
that the German government would want to be at cross­
purposes with its allies. We're the only thing protecting 
them from Soviet invasion of Germany. They're utterly 
dependent upon the United States They would never 
choose now, of all times, to treat us this cavalierly . At a 
moment of major crisis, you don' t  go out of your way to 
alienate your al lies. 

Q: But they would suffer horribly in a banking crisis. 
Q: Look ,  I told you, U .S .  bank stock prices haven't 
reacted at all to the Polish situation. I don't know about 
the German banks, but that's not important. The bank­
ing side of  this problem is of  no importance. What really 
matters is the political fal l-out .  This is the biggest poltical 
crisis of the post-war period. 

I f  the Soviets invade Poland, which I believe they will, 
Europe will run to us . Suppose they move. How will all 
the little nice guys in Europe react? They will be terri­
fied-the Germans, [even] al l  the peaceniks. They will 
run to us. They will be in a very dangerous situation with 
a very awkward neighbor. 

This could be the best thing for the alliance in  some 
time. Look at history-Czechoslovakia [in 1 948}. The 
invasion caused the vote on the Marshall Plan to be 
rammed through Congress with a mere two dissenting 
votes . It caused the solidification of NATO, which might 
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never have been so well-organizd . [The Soviet invasion 
of] Hungary [in 1 956] caused an even worse reaction in 
Europe against the Soviet Union. 

I nvading Poland now would be m uch worse for the 
Soviets than either. There wi l l  be major reactions. Europe 
wil l  turn away from the Soviet Union and toward the 
United States. 

Q :  Will it make the emplacement of the Euromissiles, 
for example, easier? 
A :  Certainly, much easier, maybe even a fait accompli. 
Europe will be calling for protection . I t  will affect percep­
tions of the Soviets across the board. It wil l  even affect 
the Middle East. It wil l  be bad for the Palestinians, bad 
for anyone who smacks of Soviet or leftist influence. 

Q: Do you mean it would be bad for the .Fa:hd plan? 
A: Certainly the Fahd plan would be weakened . Any 
identification with the Palestinians would be weakened, 
any compromise. 

Q: Will the United States take strong actions, such as 
suggested by the Wall Street Journal this morning, cut­
ting government loans? 
A :  No, I doubt it .  That's a china-breaking move.  Gov­
ernments, especial ly this one, would be reluctant to blow 
up the debt negotiations. I don't see it. I thirrk the 
Journal's editors h ad a flight of fancy on �heir own. 

Q: What about U .S .  moves to try to stop the European­
Soviet pipeline deal? 
A :  That's the first reasonable suggestion you've made. 
That, now, would hurt the Soviets, is within the authority 
of the U .S .  government, and would be very popular with 
the American people. 

Q: But wouldn't i t  a lienate the Germans? 
A :  Look,  the Europeans can do without a pipeline if 
they have to . But they can't do without their security. It 
might well  alienate them a bit, but this is  not a popularity 
contest . You have to choose who you're going ·to hurt. 

I t  isn't the banks who are going to be in trouble. I 
foresee something on the scale of another grain embargo 
move-only this time not grain ,  so it doeS)1't fal l  only on 

the heads of the farmers, which is  not practical domesti­
cally for Reagan .  

Q :  Do you mean the · President rejecting the current 
appl ications by Caterpil lar for participation in the pipe­
l ine deal? 
A :  For example, yes, and a great many other people like 
Caterpillar. Somebody, a lot of  people, have to pay. 
Exports have got to be interfered with, re-classified under 
national security classifications . . .  something must. be 
done. 

We' l l  see what the President says tonight. 
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198 1 : the year of the 
global assassins 
by Linda de Hoyos 

"It is my duty to raise my voice against the grave and sti l l  
unresolved phenomenon of internationa l  terrorism ,"  
Pope John Pau l  I I  stated i n  his Dec .  22 address to  the 
Cardinals and prelates of  the Roman Catholic Church . 
" I  cannot forget my own personal experience on that 
afternoon of M ay 1 3  in Saint Peter's Square: '  The reasons 
for terrorism, declared John Paul II ,  "grown from un­
known roots which, however, can always be traced back 
to hatred, to ideological confusion and to the attempt to 
inject uncertainty and fear into international l ife . . . .  The 
lasting threat of  this grave future for m an kind ,  and my 
own experience in going through the crucible of  such a ' 
tremendous test make me raise my grief-stricken voice 
once more" to appeal to international terrorists to desist 
from their "mad death threats ." 

The Pope's appeal i s  no simple-minded cry against 
violence. It is a precisely worded cal l to the world's 
political leaders and investigative agencies to take deter­
mined action to expose the conspiracy that lies behind 
the series of  assassinations and attempted assassinations 
in 1 98 1  that have brought us so close to a "new Sara­
jevo . " 

Of that conspiracy there can be no doubt .  In a report 
released Sept . 23, the Italian court ruled in a 5 1 -page 
report that the murder attempt on the Pope M ay 1 3  was 
no act of a "lone assassin" but the work of a conspiracy . 
The report stated: Ali  Agca was "not a religious fanatic," 
but a "bold and proven ki l ler . . .  who knew how to 
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handle a weapon and had nerves of steel . Agca was only 
the visible point o f  a conspiracy, though impossible to 
define, [which] was widespread and menacing and de­
vised by shadowy forces ."  

Not since I 962-63-when the Permindex internation­
al assassination bureau gunned down Italian oi l  devel­
oper Enrico Mattei , U . S .  President John F .  Kennedy, 
and made dozens of attempts on the l i fe of French 
President Charles de Gaul le-has the world witnessed 
such an intense use of political assassination as in 1 98 1 .  
On M arch 30, John Hinckley, J r . ,  nearly succeeded in 
murdering  the new President of the United States. Within 
a month , President Giscard d'Estaing narrowly missed 
death at the hands of terrorists at the Corsican airport. 
On M ay 1 3 ,  Pope John Paul I I  was'shot by Agca, a man 
who had evaded capture by Turkish authorities for more 
than a year as he crossed unimpeded through Eastern 
and Western Europe. On Oct . 6,  Egyptian President 
Anwar Sadat was slaughtered while reviewing a military 
parade . The intensity of the political terror has not 
abated : French press reported Dec. 2 1  that the Pope has 
come under renewed death threats; President Ronald 
Reagan has been documented to be the target of hit 
teams now operating in the United States; and Demo­
cratic Party leader Lyndon LaRouche is also known to 
be the target for early assassination .  

To take up the challenge of  the  Pope's mandate 
brings forth the first question :  is there a common political 
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aim behind these series of assassinations and attempts? 
" Each of those targeted for assassination in 1 98 1  

represented an obstacle to the European-British ol igar­
chy's  goal of a world order ruled on the basis of  the 
population-reduction doctrine of the Carter administra­
tion 's  Global 2000 Report; a "post-industrial society" in 
which the threat of progress-committed nation-states 
would have been eliminated . Global destabilization ,  
popUlation wars, and the destruction of both the Un ited 
States and the Soviet Union as world powers, are the 
preconditions for this new world order. Among the 
adherents of this vision for modern man we find  the City 
of London financial and royal interests; the die-hard 
o ligarchy of Europe led by Otto von Hapsburg; the black 
nobi l ity of I taly; we find the control lers of the M uslim 
Brotherhood secret society that put Ayatol lah Khomeini 
i n  power in Iran and that controls Libyan dictator 
M uammar Qaddafi. And it i s  among the adherents of 
this fascist world order that we find capabilities for 
political assassination .  

Looking at the wave of political terror that has 
bloodied the year 1 98 1  there are three leads that emerge 
in pursuance of the "unnamed conspiracy" :  the exposure 
of the Propaganda Due secret Freemasonic society; the 
British Arab Bureau's M usl im Brotherhood; and the 
continuing capability of the British-Permindex interna­
tiona l  assassination bureau .  This review will deal pri­
marily with the first . 

P-2 : an international scandal 
Exactly one week after Pope John Pau l  II had been 

shot, "the biggest scandal in  the history of the Repub­
lic" o f  I taly, as the press cal led it ,  broke out when the 
Forlani government released the names of 962 members 
of the i llegal Freemasonic secret society, Propaganda 
D ue (P-2) .  A few days later, the entire forlani govern­
ment was forced to resign when the Socialist Party 
refused to pull out its members of the government that 
had appeared on the P-2 l ist .  

Directed by the Venerable Master Licio Gel li ,  for­
mer torturer for Mussol ini 's  Republ ic of Salo and one 
of the sponsors of Libya's Colonel Qaddafi, the lodge 
had been accused in the past of involvement  in arms 
trafficking, terrorism, i l legal  currency flight, blackmail ,  
kidnapping, attempted coups d'etat, and other criminal  
activities. But it had always emerged unscathed . 

S ince March 1 98 1  the Forlani government had had 
in its possession the names of the P-2 members . The l ist 
had been found on the premises. of Gell i ' s  vi l la during a 
government raid. Also found wertr 33 ,000 individual 
dossiers-blackmail files on every prominent Italian 
politician ,  businessman , military officer, intel l igence 
operative, and labor leader . For two months Forlani 
acceded to pressure from high NATO officials not to 
publish the P-2 list; but the attempted assassination of 
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John Paul II p laced unbearable pressure to bring to 
light the evidence against the "citizens above suspi­
cion ."  

Pressure to  keep the  l id on the  P-2 scandal was 
understandable. On June 1 6, the wel l-known Rome 
daily Paese Sera documented that the U .S .  N ational 
Security Counci l  under Henry Kissinger in 1 969 had 
made the decision to carry out activities in Italy through 
the P-2 cover . Case officer for the operation was Alex­
ander Haig , now Secretary of State. Also implicated in 
P-2 are several members of the Tri lateral Commission, 
notably David Rockefel ler, George Bal l ,  and the former 
U .S .  Ambassador to Italy under J immy Carter, Richard 
Gardner. According to Paese Sera . dossiers found in 
the possession of P-2' s fugitive leader Licio Gell i  
showed Haig listed under the category of "friend ," and 
suggested that plans for a coup in I taly were revived 
with Haig's entry into the State Department. Within a 
month of the Paese Sera revelations, Haig had dis­
patched State Department adviser M ichael Ledeen to 
Italy with the aim of quashing the spread of the P-2 
scandal . 

A fascist conspiracy 
Examination of the flamboyant career of Licio Gell i ,  

P-2's Grand M aster, demonstrates the power of  the 
Propaganda Due revelations in  damaging the network 
of the ol igarchy's one-worldist operatives in the U nited 
States and elsewhere. Gel l i  functions as the Lord Cham­
berlain for the H ouse of Savoy, and enjoys the personal 
friendship of  s uch d iverse personalities as German neo­
fascist Franz-Josef Strauss, whose underground circles 
in Germany were known to safehouse A li Agca, and 
Romanian head of state N icolae Ceausescu; he was 
among the few Italians to be invited to attend the 
presidential  inauguration of J immy Carter in  1 977 .  

Gell i began his career fighting alongside the  Spanish 
Fascists in  the famous Tercio,  the Spanish foreign 
legion ,  " and from there became a paratrooper for the 
Nazis in  Finland.  Back in Italy, when M ussol ini created 
the Republic of Salo in 1 944, Gell i became the official 
l iaison between the Fascists, the secret police of Salo, 
and the N azi SS. He also gained notoriety as a torturer, 
a ski l l  he had learned from the Nazis in Germany. 

A fter the war, under the protection of OSS officer 
James Jesus A ngleton, at the time working to protect 
the House of Savoy, Gell i  was permitted to flee to 
Argentina ,  taking mil l ions in flight capital with him. 
There Gell i  became an int imate of J uan Peron's political 
adviser, Jose Lopez Rega, the founder of the drug-" 
trafficking terrorist group, the AAA. He also estab­
lished contact with Aginterpress, the Lisbon press agen­
cy that for years had been the brains behind the B lack 
I nternational of Otto von H apsburg and former Nazi 
commando Otto Skorzeny. 
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I n  the early 1 960s, delli received orders from the 
Anglo-American Scottish Ri te M asons-namely the 
Duke of Kent-to return and reorganize Italian mason­
ry . According to the Grand Master of  the Grand Orient 
in  France, Roger Leray, this project was based upon a 
decision taken by the Bi lderberg Society, an oligarchical 
institution composed of Europe's nobi l i ty and its i nter­
national retainers l ike Henry Kissinger. By 1 966, Gelli 
had been elevated to the level o f  M aster and instal led in 
the P-2 l odge . Among the notables who joined Gell i ' s  
lodge were Victor of Savoy, the pretender to the Ital ian 
throne; the Savoy Prince Junio Valerio Borghese (the 
"B lack Prince") ;  Senator M ario Tedeshi , leader of  the 
fascist MSI party; Prince Alliata di M ontereale, the 
primary bankro ller of the Sici l ian separatist movement. 
Found among its membership l ist in  M ay were 1 70 top 
mi l itary personnel, 30 members of  the Italian parlia­
ment; three cabinet ministers o f  the Forlani government 
i ncluding both Christian Democrats and Social i sts; and 
two former heads of the SID,  the Italian intelligence 
service. 

As did its 1 9th-century predecessor, Propaganda 
Uno, directed by that incendiary agent of  Lord Palmer­
ston and founder of  the M afia ,  Giuseppe M azzin i ,  P-2 
functioned as a po litical conspiracy, situated on the 
second rung of  political control over both right and left 
terrorism and the plotting of  coups . 

On the night of Dec .  7 ,  1 970, P-2's Prince Junio 
Valerio Borghese attempted a coup d'etat led in Rome 
by neo-fascist commandos who occupied the I n terior 
M in istry. M ay 1 7 , 1 973 saw another coup attempt-this 
time by the famous Rose dei Venti organization . The 
conspirators were high officials in  the NATO pyschol­
ogical warfare center at Verona and a group of  indus­
trialists. Licio Gelli provided the coordination and 
necessary funding . Gell i 's P-2 was also implicated in  
terrorism, including the  Aug .  3 ,  1 974, bombing of the 
international  train I talicus, which ki l led 1 2  passengers 
and wounded many others. 

There are two avenues of evidence l ink ing the Pope's 
would-be assassin Al i  Agca to P-2 . P-2 's  Prince A lliata 
di Montereale is  the patron behind the Academia  M ed­
iterraneo , which sponsors the monthly journal 
L'Opiniane Publice. One of Montereale's employees in  
this endeavor is a right-wing Turkish journalist ,  Nevin 
Gunn; Gunn is also suspected as an accomplice of 
Agca. 

The other route goes through Libyan dictator 
M uammar Qaddafi.  B ut first i t  is necessary to interject 
the fact that " l inked to Qaddafi" does not mean to 
Qaddafi as the sel f-proclaimed prophet of Greater Libya 
or M uslim fundamentalism . Nor does it mean Qaddafi ,  
the pawn proffered to the Soviet Union and i ts  KGB. 
M uammar Qaddafi i s  first and foremost a creation of 
P-2 . Libya has been controlled by the Italian black 
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nobility since Italo Balbo of M ussolini-period fame, a 
descendant of Mazzini 's  P- 1 ,  ruled over the country as 
viceroy. Qaddafi himself was trained in Spain under the 
auspices of Gelli and two of his close associates, Juan 
Peron and Otto Skorzeny . Gell i ,  Peron ,  and Skorzeny, 
all resident in Madrid during the 1 960s, are the actual 
authors of Qaddafi 's Green Book of revo lution .  

Two days after Pope John Paul  had been shot, King 
Hassan of Morroco sent a confidential letter to Italian 
President Pertini .  According to the Milan news daily 
Carriere della Sera May 1 6 , the letter contained details 
l inking Agca to Qaddafi .  EIR verified the Carriere 
report. Pertini ,  a member of the Social ist Party of Italy, 
has refuesd to date to disclose the contents of the 
H assan letter, claimining it has been "lost ."  

To proceed to the  next level of control over terror­
ism , we examine the arrest of Italian banker Roberto 
Calvi on May 1 9 , one day before the scandal broke. A 
member of  P-2 and chairman of the Banco Ambrosiano, 
Calvi stands at the center of a banking nexus that 
supplies the funding for international  terrorism . The 
Venetian banker is reportedly the top financial represen­
tative for Libya . 

According to sources at the Banco Ambrosiano on 
. both sides of the Atlantic, Calvi 's  bank is one of a 
grouping of seven i nterlocked banks called Inter-Alpha. 
The publicity-shy but powerfu l  international syndicate 
includes West Germany's BHF Bank,  France's Swiss­
connected Credit Commercial ,  the Kredietbank of Lux­
embourg,  and the British combination of Williams and 
Glyn-Royal Bank of Scotland, now merged with the 
central bank of the Far Eastern dope trade, the Hong­
kong and Shanghai Bank . I nter-Alpha was founded in 
1 972 to be the premier fl ight-capital conduit between 
the Far East and Latin American "offshore markets ," 
with special expertise in  the secretive transfer of  very 
large old fami ly fortunes . With centers in 40 countries, 
I nter-Alpha is  the next level of control over the terrorist 
protectors and deployers within the P-2 lodge. 

It  is thus not u nexpected to find that one of the most 
powerful  figures in the I nter-Alpha nexus is Aurel io 
Peccei, founder of the Club of  Rome, who in  the spring 
of this year at a Paris gathering endorsing Francois 
Mitterrand as President of France, declared that the 
nation�state m ust be destroyed since it is an obstacle to 
the ful l  imposition of a zero-growth world order. 

. I t  is  A urelio Peccei who appears to have had com­
mand over the I nter-Alpha's own intelligence service, 
U ltrafin .  While sti l l  functioning from his 20-year post 
at the Agnell i family's Fiat company, Peccei ordered 
that Richard Gardner, later named U .S .  ambassador to 
I taly by Jimmy Carter, be p laced in charge of  U ltrafin 's  
intel ligence oprations in New York.  From his position 
as a l eading economic l ight of the Trilateral Commis­
sion, Gardner was responsible for preparing monthly 
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reports "on the world situation and its impact on  I nter­
Alpha," according to sources at Ambrosiano . 

As  for Peccei, from Fiat, he went on to head the 
Atlantic I nstitute's Economic Committee, from which 
he launched the , Club of Rome in  1 968 ,  along with 

• OECD's economist Alexander King, and Hugo Thie­
mann , counselor to the Swiss Nestle Corporation,  an  
entity interlocked with Inter-Alpha.  

A urelio  Peccei's presence in In ter-Alpha brings us 
to the heart of  the "shadowy forces" behind internation­
al terrorism : P-2 and its terror machinery is  the enforce­
ment arm for the M althusian o ligarchs' Club of Rome. 

The Islamic connection 
In early September, Egyptian President Anwar Sad­

at launched a crackdown on the opponents to his 
government operating under the Is lamic fundamentalist 
M usl im Brotherhood and under the KGB-l inked Coptic 
Church.  "There will be no Khomeini here," Sadat told 
his nation .  In early October, as he was preparing the 
second  phase of his security clampdown, which would 
have involved government shakeups and a mil i tary 
purge, Sadat was assassinated . But from the standpoint 
of his assassins' control lers, Sadat's major crime was 
not his  crackdown on the Brotherhood, but his deter­
mination to build Egypt-the keystone nation of the 
Arab world-into a modern industria lized country . 

What P-2 is for Europe, the M uslim Brotherhood is  
for the M iddle East. Founded by the British Arab 
Bureau i n  1 929, the M uslim Brotherhood is the I slamic­
wide semisecret society that brought the Ayatollah 
Khomeini to power in 1 979 .  Khomeini and nearly the 
entire leadership of his fascist Is lamic Republican Party 
were members of the Freemasonic-modeled Fedayeen­
e-I slam , the Iranian arm of the M uslim Brotherhood.  
The Brotherhood is  also the power base of Pakistan 's  
military dictator Ziaul Haq, and i ts  Libyan a l ly ,  the 
Senussi Brotherhood, backs Qaddafi .  In Saudi Arabia, 
the Brotherhood's chief is Prince Abdullah, now await­
ing a destabilization to take power. 

The economic dismantling of I ran and the genociQal 
elimination of  all opponents , including children, to the 
Khomeini regime, demonstrates the prevai ling ideology 
of the M usl im Brothers. The M uslim Brotherhood's 
purge of  a l l  "Western infl uence" from Islam-that is , 
industria l  technology-conforms to the British method 
of colonia l  rule by enforced backwardness. 

Natura l ly ,  the control lers of the M uslim Brother­
hood a re not to be found in the Is lamic nations it 
attacks .  I ts strategic di rectors are I slamic exi les and 
European o ligarchical retainers found i n  such organi­
zations as the Islamic Counci l of Europe, the Is lamic 
I nstitute for Defense Technology, and I slam and the 
West, located i n  such cities as London, Geneva, M un­
ich, and Paris .  
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Under the protection of Jimmy Carter's Attorney 
General Benjamin Civiletti-the same attorney general 
who refused to prosecute the Bi l lygate affair-the M us­
lim Brotherhood was permitted free rein in  the U nited 
States, through its fronts, the terrorist M uslim Student 
Association ,  the Persian-Speaking Students Group, and 
the Detroit-based Ramallah Federation .  The I slamic 
G uerri l la Army, operating under the direction of Irani­
an M usl im Brother Bahram N ahidian in  Washington,  
D.C.  carried out the July 26, 1 980, murder of anti­
Khomeini leader Ali Akbar Tabatabai in  Washington, 
D .C .  A Dec .  1 5  column by Jack A nderson surfaced 
evidence l ink ing "lone assassin" John Hinckley, Jr. to 
the same Is lamic G uerri l la Army. 

The M usl im Brotherhood in  the United States, in 
combination with that section of  the American Zionist 
lobby represented by M ax Fisher, Edgar Bron""_H, 
and their ties to the Permindex internationa l  assassina­
tion b ureau,  represents the core of the assassination 
threat against President Ronald Reagan today. That 
threat emerged i n  the clear light of  day with the Oct. 
2 1 -25 conference in Houston , Texas, of the M uslim 
Brotherhood under  the auspices of the Rothko Chapel. 
Participating in the meeting, entitled "Is lam: Spiritual 
M essage and  Q uest for J ustice ,"  were 23 top-level 
M uslim Brotherhood strategists from al l  over the Is lam­
ic world . Throughout  the conference's proceedings, its 
participants rose to hai l  the murder of Egyptian Presi­
dent Sadat and to cal l  for the spread of the Khomeini 
revolution throughout the M iddle East . 

The Rothko Chapel been founded in 1 97 1  by Jean 
and Countess Dominique de Menil, the fami ly heading 
up the Houston branch of the Schlumberger Corpora­
tion, the world's largest producer of  oil-drilling equip­
ment .  Before his death , Jean de M en i !  had been a 
member of  the board of directors of Permindex, and 
had been present at the spring 1 963 meeting of Permin­
dex directors at Montego Bay, Jamaica, where the Nov .  
22 m urder of  President Kennedy was planned. 

The m ajo rity o f  the  part icipants  a t  the  Rothko 
Chapel gathering had come from a gathering in Paris 
the previous week under the sponsorship of  the M uslim 
Brotherhood contro l o rganization ,  Islam and the West. 
That conference had been funded by Occidental Petro­
leu m ,  the Corporat ion  of Qaddafi mentor Armand 
H ammer. Attending were Britain's Lord Caradon and 
the C lub  o f  Rome fou n der  A urel io Pecce i .  At  the 
con ference, the I slam and the West decided to effectively 
merge with the Club of Rome. 

The surfacing once aga in  of the C l u b  of  Rome 
points to the  fundamental act that international terror­
ism is no "sociological phenomenon," but a weapon 
deployed on behalf of the Global 2000 policy of geno­
cide worldwide. A nd the "citizens above suspicion" 
espousing such a policy must be examined accordingly. 
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The Vatican 

John Paul II declares political war on 
enemies within and without the Church 
by Vivian Freyre Zoakos. European Editor 

The Vatican has initiated a rapid-fire series of initiatives 
over the past year that are downright dazzling when 
compared to the typically more low-key and slower­
l-'i:1�cJ tempo of the two-thousand year-old Catholic 
Church in  modern times . The Vatican has not only begun 
to play the core international role in  contesting the 
population-control plans of the Global 2000 strategists, 
i t  has also placed itself at the center of global political 
activity against those strategists' plans for a holocaust of 
regional wars and superpower confrontation .  

As Pope John Paul II has  said repeatedly, his main 
immediate purpose is to  secure global peace. Over and 
above this, h is  words and actions have also shown that 
he is  concerned with re-establishing the more permanent 
basis for the future assurance of peace through reviving 
fundamental philosophical principles both within and 
outside the Church . 

Speaking to the College of Cardinals and Vatican 
employees on Dec. 22. in  the traditional papal Christmas 
greeting. John Paul identified these twin aims as the 

. primary tasks of his pontificate. He also stated in  this 
speech something that has been increasingly obvious to 
close observers: that the failed attempt to assassinate him 
last M ay was crucial in convincing him of  the imperative 
need to move more aggressively, mobilizing the prestige 
and power of his office against the warmongers and 
opponents of science and public morality. 

It is  sufficient to itemize the initiatives of  the papacy 
over the preceding year to understand the scope of what 
has been achieved and attempted . 

Of primary importance were the actions taken to 
isolate and partially neutralize the networks which 
threatened to destroy the Church's own capacity for 
effective action-networks whose aim has been to cap­
ture the papacy for their own evil ends . To this effect, 
one of  the first things done by John Paul was to reassert 
the Church's condemnation of Freemasonry, putting a 
stop to well-advanced negotiations for reversing Catho­
lic excommunication of Freemasons. 

Similarly, he threw cold water on the formal negoti­
ations· that dated from the Vatican II Council days to 
reunify Catholicism with the Anglican and Eastern Or-
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thodox Churches . 
Visiting the U n ited States this past summer, Arch­

bishop of Canterbury Robert Runcie had boasted that 
he expected to be saying Mass inside a Catholic Church 
by the end of this century .  The existing Catholic-Angli­
can board dealing with the reunification negotiations 
announced that all differences had been ironed out, and 
only the Pope's fina l  approval was required for the first 
phase of reuhification to be under way. Formal negotia­
tions were also proceeding between Catholicism and the 
Eastern Orthodox Church . As the Eastern patriarchs 
announced in  late October at the breakup of their latest 
negotiating session,  sudden problems had arisen in the 
previously smooth negotiations, problems which origi­
nated d irectly from the Pope. Discouraged, the patri­
archs announced that they would continue discussions, 
but with little hope of progress .  

As EIR documented extensively over the past year in  
covering the Propaganda Due (P-2) Freemasonic scan­
dal, there i s  a very intimate relationship among the 
highest levels of the Eastern Orthodox Church, the An­
glican Church, and Freemasonry . All three contain inter­
woven networks documentably responsible not only for 
creating and directing much of global terrorism and 
political destabi lizations,  but also for devising the var­
ious belief structures that at a more sophisticated level 
i nfluence decisively international political and moral l ife .  

. I t  was in fact the papacy which initiated the outbreak 
of the P-2 scandal on May 2 1 ,  thus unleashing a series of 
devastating revelations about the inner workings of this 
evil elite across the globe. 

Individuals such as Secretary of State Alexander 
Haig, leading NATO figures, scores of European gov­
ernment and security service executives, began to be 
publ icly charged as the manipulators of the major con­
temporary political destabil izations. One immediate ef­
fect of the P-2 scandal was that the Forlani government 
of Italy collapsed, and that of Giovanni Spadolin i  put in 
i ts place. The planned imposition of an Alexander Haig 
backed socialist government in Italy under I talian So­
cialist Party chief Bettino Craxi was thus forestalled . 

The launching of the P-2 scandal by the Vatican 
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occurred immediately following the attempted assassi­
nation of the Pope on May 1 3 .  I t  was literally one week 
later that then Prime Minister Arnaldo Forlani was 
forced to publish a list of hundreds of names belonging 
to the neo-fascist secret lodge, massively implicating the 
Socialists as the core fascist political party in the country: 

Papal political interventions 
The Pope then began to i ntervene further into 

Italian political affairs, something which he had earlier 
decided he would avoid. In an address of Nov. 1 ,  he put 
into words the purpose of the political activities being 
undertaken by the Church . He said that there exists 
"only one truth . . .  which goes beyond all i deologies";  
pluralism is false knowledge. Politics, l ike all human 
activity, m ust be guided by the need to act on the basis 
of truth , he said . 

Jesuit press organs such as Civilta Cattolica com­
plained loudly. The Jesuits had a lot to complain about. 

In  the last week of October, the Pope installed his 
own personal representative, Paolo Dezza ,  to head the 
order in  his name. In December, he wrote a letter to all 
the Jesuit provincials throughout the world ordering 
them to Rome for an international Jesuit conference to 
begin in  late January 1 982.  The purpose of the confer­
ence, he said in his letter, was to have the Jesuits swear 
an oath of loyalty to the papacy and i ts dictates. Boldly, 
he said that those who refused to do so-or act accord­
ingly later-would be summarily dismissed from the 
order . 

I n  Central America, the head of the Latin American 
conference of  bishops , Archbishop Lopez Truj i llo­
reinforced the Pope's initiative by writing a public letter 
to the Vatican Secretary of State publicly attacking 
fellow bishops who were disloyal to Catholic principles 
and insisted on collaborating with guerrillas and other 
terrorist destabilizers. Lopez Trujillo was finally free to 
speak because the Pope had, in a previous address 
aimed particularly at the Central American Church, 
overturned the results of a Central American bishops' 
conference that had been held in  Rome the previous 
July. At that conference, the schismatics among the 
bishops had blackmailed the Vatican to go along with 
their terrorist-guerrilla involvement ("Theology of  Lib­
eration") or face the threat of a schism.  The conference' s 
concluding document adopting these policies, including 
the principle of "pluralism," was specifically dismissed 
by John Paul in  his speech . 

S'chismatics the world over wer� therefore put on the 
defensive. They appear to have stepped up their plans 
for launching an outright schism-before being actually 
prepared to do so. This was signaled in December when 
Hans Kling, proscribed from teaching because of his 
heretical outlook , and now based at the U niversity of 
Chicago , told the press in an interview that he had 
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decided he could no longer work i nside the Church and 
felt more at ease among the Catholic "dissidents . "  

Throughol}( his career, Kling had been careful to 
work within"the Church as he chiseled away at the basic 
scientific ;rnd moral principles of  Catholicism . In  the 
Uniteg. 5tates ,  other moves were begun, such as the 
well:publicized attacks on Cardinal Cody of Chicago 
and, more recently, pressures on Philadephia's Cardinal 
Krol to resign . The hope is that the North American 
Church is  sufficiently corrupt and sufficiently powerful 
that it  can be leveraged to destroy the influence and 
initiatives of the Pope and his backers . The outcome of 
the battle i s  far from decided , but it is important to 
understand that the schismatic liberation theologists do 
not have the initiative at this point. They are responding 
to a situation in  which the game board is increasingly 
being drawn up elsewhere. 

Finally, in ; November the Pope also announced that 
he is ordering an investigation into seminary instruc­
tion , first in America and eventually other parts of the 
world . On the basis of the findi ngs, the plan is to return 
seminary teaching to the basic principles of patristic 
Christianity minus the "modernist heresy" component 
that now prevails . 

Simultaneously, the Pope has ordered the revivifica­
tion of  the Pontifical Academy of Sciences , turning it 
into an instrument for combating the pseudo-science of 
the Club of Rome genocidalists . The A cademy has just 
issued a transcript of its last session dealing with n uclear 
energy.  The document contains a strong endorsement 
of nuclear energy, including a harsh refutation of anti­
nuclear advocates such as the Italian Emilio Colombo, 
who was summoned to the Academy's working session 
only to be rebutted at every turn . 

N ascent alliances 
In international strategic matters, John Paul II is 

. working closely with West German Chancellor Helmut 
Schmi<;it. Following their meeting this fall ,  the Pope 
said ptivately that he was surprised to find that he and 
Schmidt coincided in  their viewpoints on all important 
questions. I t  was after this meeting that the Italians­
under the government of Spadolini, established with the 
help of the Vatican-that I taly was brought into the 
Soviet-German gas pipeline deal . The Pope is  also 
known to be in continual contact with President Rea­
gan, both directly and through trusted channels. 

In  this respect, it should be noted that knowledgea­
ble sources told EIR earlier this year that the enemies of 
President Reagan and the United States fear that good 
but relatively unschooled political and moral instincts 
m ight be brought into an alliance with the Pope's 
equally good, and much more educated and sophisticat­
ed, knowledge . It is exactly this l ink which is now taking 
shape. 
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France 

Socialist Mitterrand's victory reverses 
Giscard's global stabilization policy 
by Philip Golub in Paris 

Historians, reflecting in the future about the state of 
European affairs in the 1 970s and 1 980s, wil l  undoubt­
edly locate the victory of Francois M itterrand in the 
French presidential election  last May as a crucial and 
dramatic moment of an unfolding destabilization of 
world affairs begun in  the early 1 970s. It is certainly no 
exaggeration to state that Mitterrand's  victory, after 23 
years of  embittered and violent opposition to Gaullism, 
has shifted the world balance of power by changing the 
course of the European policy .  

A t  the center of  this development is  the shift of  
alliances o f  the new Social ist regime. 

While Gaullism, and then Giscardism, premised tne 
foreign policy commitments of France on the privileged 
continental  relationship between Paris and Bonn,  and 
evolved the idea of an emerging, powerfu l ,  and indepen­
dent Europe, t ightly allied to the United States though 
capable of sovereign action under condition of crisis, the 
new Socialist regime has brought France back into what 
Mitterrand himself described not so long ago as a "new 
entente cordiale" with London .  

Far from marking a mere shift of  emphasis, this 
reorientation of French policy marks the end of a long 
and sustained period of stabil ity and economic growth 
centered in the Bonn-Paris relationship . In that sense it is 
more the absence of Giscard d 'Estaing than the presence 
of Mitterrand at the Elysee which critically shifted Eu­
ropean affairs. Thus for the first time in this decade West 
Germany has been relatively isolated within Europe and 
domestic left socialist opposition to Chancellor Schmidt 
has developed into the violence of proto-fascist mobs 
launched against his government .  The political and eco­
nomic power which the coordinated diplomacy of  Bonn 
and Paris wielded no longer assures a coherent positive 
policy, be it in economic or security affairs . At the same 
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time the defeat of Giscard intensified the destabil ization 
of the southern European nations: Greece went socialist 
last month and now represents a factor of destabilization 
in the Balkans as well as vis-a.-vis Turkey; Spain's politi­
cal system is being torn apart by the twin extremities of 
the Socialist International and the extreme right-wing 
nostalgics; Italy ,  finally, could hardly have contained 
major civil conflict and maintained the stabi lity of insti­
tutions had it not been for the stabilizing presence of the 
Vatican .  

A "domino" collapse process was introduced by the 
vacuum left open by the col lapse of  the Franco-German 
partnership . 

The content of the new entente cordiale as envisioned 
by Mitterrand and British Foreign Minister Lord Car­
rington can best be described as a revitalization of the 
"two imperialisms" policy of  the British and French of 
the pre-World War I period and of the more recent "little 
entente cordiale" : which u ltimately led to the Franco­
British invasion of Suez in 1 956.  Thus insiders involved 
in M iddle East politics have described the new entente as 
a division of labor among the two powers, similar to that 
worked out in 1 9 1 6  with the Sykes-Picot accords, which 
dominated post-World War I French and British Middle 
East policy. 

I t  is not astonishing that Mitterrand would be predis­
posed to these policies , given his work for British Intelli­
gence during the war which was directed at weakening 
and containing the resistance movement led by de Gaulle 
at the time ( 1 943-45) .  Nor is it accidental or insignificant 
that France's post- 1 947 colonial policies, intimately tied 
to England's,  were worked out by French Socialists, 
many of whom,  Jike Gaston Defferre and Claude Cheys­
son, are represented today in the Mitterrand govern­
ment . . M itterrand's Foreign Minister was able to tell an 
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interviewer recently, without bl ushing, that French and 
British po l icies are strictly coordinated in weekly sessions 
and constant telephone contact between "his good friend 
Peter Carrington and himself. "  Systematic inteIligence 
exchanges have been reintroduced after more than a 
decade of cold confl ict between the two powers , along 
with an already rapidly proceeding effort at mi litary 
integration and nuclear weapons cooperation .  Mitter­
rand's pro-English policy has, of course, been comple­
mented by a dramatic worsening of French-German 
rel ations .  A very strong personal  as wep as political 
animosity marks Schmidt's relations to M itterrand .  

French pol icies toward North Africa and the Middle 
East have shifted 1 80 degrees . Whereas Valery Giscard 
d'Estaing made systematic efforts to contain and destroy 
centers of  destabi lization, the new government is openly 
supporting them . Thus while Giscard unsuccessfuIly at­
tempted to receive U .S .  approval and support to over­
throw Libya's M uammar Qaddafi ,  M itterrand has rees­
tablished very c lose ties to the madman . M itterrand also 
approved of  the assassination of  Anwar Sadat, referenc­
ing the " inevitable dia lectic of history" whi le his Foreign 
Minister boasted "that an obstacle to peace in the Middle 
East had been removed ."  

Libya, I ran's  mul lahs, the pro-M usl im Brotherhood 
Syrian government-al l  of these have become the new 
aIlies of France in the Middle East. The insurgents in EI 
Salvador, Cuba, the N icaraguan j unta, and the various 
l iberation movements and insurgencies in Latin America 
have become the privi leged discussion partners of M it­
terrand in Central and Latin America. There, above al l ,  
where France has l ittle to lose ,  she can afford to stimulate 
insurgencies . Where Mitterrand bel ieves he and his back­
ers maintain colonial interests, which demand law and 
order, such insurgencies are not to be seen . He has 
flattered,  paid, and coaxed numbers of  French-speaking 
African leaders into support of  his pol icies .  

Not entirely new, these pol icies a l l  go back to the 
Fourth Republic and to Vichy . Yet, i f  anything, the 
fundamental o rientation has hardened , and become 

-much more vehement and ideo logical . 
Mitterrand,  who has a lways verged on bucolic  mys­

ticism, sees h imself not so much as a conveyor of British 
influence-however close he may be to London-but as 
a catalyst of  ideological revo l ut ion .  Not long ago he 
wrote that he feels  "lost in urban France," and more 
recently on Dec. 10 he declared in a remarkably candid 
interview to Le Monde that he has a sense of  mission that 
France must return to its pastoral sources, and bemoaned 
"the destruction of rural and pastoral society, where I 
find my roots, my form of culture." 

Socialism and pastoralism are for Mitterrand the 
same thing: rural l ife and Malthusian outlooks. From 
these stem h is ideo logical commitment to "revolution­
ary" anti-technological movements, be they l iberation 
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movements in  Central America or the post-industrial 
society micro-chips crowd of  the industrial ized countries. 
It  is not properly astonishing that this man who collabo­
rated for two years with the only modern French fascist 
experiment, Petainisme, should find rural ism and cor­
porativism as a model .  An intense, very personalized 
hatred of the urban city correlates to the almost instinc­
tive repUdiation of the very powerfu l  notion of  the nation 
state proudly a�;'ocated by de Gaul le .  This melange of 
ruralist ideology and the colonia l  pol itical outlook is the 
central characteristic of the new Mitterrand regime. 

I t  i s  this outlook which determines M itterrand's  an­
glophi le learn ings , not vice versa . The new all iance with 
London is simply natural to Mitterrand's  devo lutionary 
policy out lo,, ;" .  Today France has returned to the "two 
imperialisms" pol icy of  the pre-World War I period but 
this t ime in socialist d i sguise. 

The future 

To succeed , Mitterrand must destroy and muti late 
the institutions of the Fifth Republic and the repUblican 
order and m ust introduce a new social order coherent 
with his ruralist ideo logy . French society i tself i s  not 
fascist-not yet. The vast majority of the population,  
those who voted for Mitterrand in the hope of  raising 
their l i ving standards or simply the foo l ish inchoafe 
desire for "change," as well as those who voted against 
h im,  do not accept-nor do they understand-the 
strange mixture of Robespierre, Rousseau, Petain and 
Laval .  that  the new President adheres to . The socialist 
experiment wil l  soon turn sour and behind i t  stands 
national socia l ism:  fascist ideology.  

He is  not mastering the country. He has fai led, almost 
miserably,  in  h is  early efforts to crush the opposition and 
in his crude attempts to purge the inst itut ions .  The 
technological achievements of more than 20 years of 
prosperity stand against Mitterrand's bucolic goal. He is 
caught between the promises he made to workers and 
other groups and the imperious law of  world crisi s .  

He may not survive that paradox.  The outcome ofthe 
unfolding con flict will largely be determined by the 
strength of the opposition .  Mitterrand will either be 
forced to back down, repeatedly, and compromise, or a 
ful ly  consolidated tota l itarian socialist machine wil l  
emerge to dictate to the country . 

The emergence of a strong coherent opposition can­
not be expected over the next months.  That kind of 
opposition does not exist and the leader of the RPR 
(Rassemblement pour la Republ ique), Jacques Chirac, 
who was so instrumental in  defeating Giscard, is present­
ly in "peacefu l  coexistence" with Mitterrand.  

Nonetheless most  observers estimate that  the " i llu­
sions of the population will die rapidly, probably within 
the next twelve months .  Just as the Fourth Republic died 
of  its bankruptcy, so too wil l  the Mi tterrand regime. 
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West Germany 

Chancellor Schmidt faces threat to 
continuation of war-avoidance policy 

by Michael Liebig in Wiesbaden 

Helmut Schmidt has now been Chancel lor of the Federal 
Republic for more than seven years . In that time, he has 
assured himself an exceptional position in world politics. 
I t  was largely thanks to Schmidt that the world s ituation 
did not fly completely out of  control under the Carter 
administration .  That is true for international economic 
and financial policy, for the relationship between East 
and West, and for the battle against international terror­
ism . 

Following Schmidt's re-election as Chancellor at the 
end of 1 980, Schmidt was confronted with the threat that 
everything he had built up since the mid- 1 970s would 
collapse . The year 1 98 1  became one of exhausting strug­
gle to maintain a minimum of stability in the Federal 
RepUblic itself and in international relations .  

Schmidt has  survived the year physica l ly and politi­
cally; in  addition, despite the greatest difficulties, he 
launched new initiat ives in  a dangerous world situation .  
H e  has accompl ished this with his characteristic "Kant­
ian" sense of  doing his duty. Schmidt is not an original  
creative statesman ,  but he is among the very few today 
who represent an approximation of a statesman; he is 
pragmatic, but his pragmatism is bounded by a peculiar­
ly moral categorical imperative. The basic content of  
Schmidt's policy is a deeply felt commitment to war­
avoidance and to restoring the cohesion of democratic 
industrial society . With al l  his tactical compromises and 
weaknesses, in these two respects Schmidt is abso lutely 
reliable and consistent. 

Missed chances 

The year began with extraordinary opportunit Ies .  
The Carter n ightmare was gone, and Schmidt met with 
President-Elect Reagan before the latter took office. At 
the same time, the Franco-German entente stood at i ts 
high point, given the strengthened friendship between 
Schmidt and President Valery G iscard d' Estaing . The 
potential for strategic understanding among Reagan , 
Giscard , and Schmidt was close enough to touch . 

Three months later, the bucolic Social ist Fran�ois 
Mitterrand had been elected President of France, and 
Reagan had barely escaped assassinatiof! .  A weakened 
U .S .  President left American economic and monetary 
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policy to the Federal Reserve Board under Paul Volck­
er, which accelerated the world economic co llapse . By 
late summer, Schmidt had been iso lated , and his physi­
cal condition deteriorated . 

Parallel to Schmidt's international iso lation , his 
domestic Opponents were mobi lized . This applies less to 
the parl iamentary opposition, the Christian Democratic 
Un ion/Christian Social Union, under its embarrassing­
ly statureless leader, Helmut Kohl ,  than to Schmidt's 
arch-enemies in his own Social Democratic Party (SPD) 
led by Social ist I n ternational Chairman Willy Brandt. 
Scarcely less dangerous to the Chancellor is the Free 
Democratic Party , his liberal coalition partner, which 
controls the Foreign ,  I nterior, and Economics Minis­
tries. 

The feat of maintaining his capabil ity to act politi­
cally under such domestic and international conditions 
is a significant achievement. Three init iatives are at the 
center of that achievement: 

I )  Schmidt's battle against monetarist high interest­
rate policies and the policy of depression crisis-manage­
ment in the manner of the German government under 
Heinrich BrUning in 1 930-3 1 ;  2)  Schmidt' s persi stent 
efforts to react ivate the East-West relationship, not only 
in the sphere of arms contro l ,  but encompassing a broad 
stabil ization effort in the East-West and North-South 
spheres ; 3 )  Schmidt's effort to secure a "special strategic 
consensus" among Reagan, West Germany, Spadolini 's 
I taly, the Vatican ,  Suzuki 's  Japan , and Saudi Arabia .  

The interest-rate battle 
At the beginning of 1 98 1 ,  Schmidt had presumed 

that President Reagan would be able to force a reversal 
of Volcker's high interest-rate po licy . This expectation 
proved wrong . Despite an increasingly evident drift of 
the U .S .  economy into depression, with disastrous con­
sequences for the world economy as a who le, Reagan 
has to date been incapable of making headway against 
Volcker. I n  the consu ltations between Schmidt and 
Giscard in early February 1 98 1 ,  both expressed the 
expectation that the United States would drop the high 
interest-rate pol icy; in numerous interviews, Schmidt 
explicitly demanded that this occur.  At the end of 
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February, through government spokesman Lothar 
Ruehl ,  the Chancellor stated that the policy of high 
interest rates was endangering the mi l itary capabilit ies 
of the Federal Republic, by destroying the economic 
resources which are ind ispensable for defense. 

In early March, Schmidt sent his close financial 
adviser Horst Schulman and Finance Minister Hans 
MatthOfer to the United States to sound out responses 
to the idea of an "interest-rate disarmament confer­
ence ."  Once aga in ,  there followed a series of interviews 
in which Schmidt termed Vo lcker' s po licy "dangerous 
and unacceptable ."  Simu ltaneously, together with Gis­
card and the Saudis, Schmidt began to create credit 
facilities with lower interest rates to channel credit to 
the German and French economies, circumventing the 
German central bank and providing Saudi credits to the 
German economy through the government-owned 
Kreditanstalt flir Wiederaufbau .  The order of magni­
tude of  this operation remained modest, and ended 
a ltogether with the election of Mitterrand .  

During discussions between Reagan and Schmidt in 
May, interest rates were again at the top of  the agenda . 
Schmidt was unable to shift the situation , and the 
economic summit meeting in Ottawa ended in a disaster 
that accelerated the world economy's s l ide toward 
depression .  

I n  the autumn, Schmidt once aga in began t o  cam­
paign publicly for lower interest rates . In the meantime, 
the short-term climb of the dollar's exchange rates as a 
result o f  high U.S .  interest rates led to a dangerous 
weakness of the deutschmark, since in terest rates in the 
Federal Repub lic were sign ificantly below those in the 
United States , although at the same t ime high eno ugh 
to damage the German economy serious ly .  

I n  a series of spring and summer interviews, Schmidt 
stated that the monetarist policy of  high interest rates 
as wel l as the Keynesian economic recipes were bank­
rupt and po isonous for the world economy; high interest 
rates , he said,  would necessarily entail a depressive 
deflationary po licy like that in Weimar Germany under 
Reichschancel lor Brtining . I t  is  well known that the 
emergency decrees of the Brtin ing government created 
the essential economic, social , and political prerequisites 
for Hit ler's seiz,:!re of power in 1 93 3 .  

A t  the upcoming consultations between Schm idt 
and Reagan on Jan. 5, the issue of  h igh interest rates 
wi l l  again be given highest priority by the Chancel lor .  

Schmidt as East-West interlocu'tor 
M uch attention has been paid to the issue of  East­

West disarmament, especially to the opening of the 
Geneva negotiations on medium-range missiles, a de­
velopment to which Schmidt contributed decisively . 
Since the spring of 1 98 1 ,  Schmidt has functioned as 
perhaps the most importan t channel of comm unication 
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between Reagan and Soviet President Brezhnev. 
Schmidt has had three meet ings with Reagan,  and 
Brezhnev visited Bonn this November; at each point, 
Schmidt worked on introducing a "stabil ity consensus" 
between the United States and the U . S . S .R .  Schmidt 
has a lso made extensive efforts to bring about a meeting 
between Reagan and Brezhnev . 

The issue of stabil ization of the M iddle East plays a 
pre-eminent ro le in this attempt; at issue is an attempt 
to reach an understanding whose basis is  approximately 
expressed in the so-called Fahd plan for the M iddle 
East . That plan was intensively discussed during Brezh­
nev's Bonn visit, and Saudi Arabia as well as the Soviet 
Un ion had sought Schmidt's mediation on the subject. 
Schmidt's role also has to be seen as the actual reason 
for the slanderous remarks of Menachem Begin 
launched on n umerous occasions in Schmidt's di rection . 

Economic relations have been another focus of the 
Chancel lor's efforts in  the East-West area, most spectac­
ularly expressed in the German-Soviet natural gas pipe­
l ine deal signed in November. Schmidt's conviction is 
that economic and scientific-technological cooperation 
between East and West is a decisive basis for any 
"stabili ty consensus . "  Trade with Eastern Europe i s  a 
significant factor, in terms of capital -goods exports as 
well as imports of raw materi als .  At the same time, 
economic cooperation with the East bloc is  an essential 
factor in order to influence long-term structural changes 
in the East in  a positive fashion .  The role of economic 
cooperation with the West in  the so-cal led succession 
battle in  the Soviet Union can hardly be overestimated; 
this is also the context in which to see the long-term 
economic cooperation negotiated between the Federal 
Republic and the German Democratic Republic, an 
agreement which was one of  the results of  the summit 
meeting between Schmidt and East Germany's Erich 
Honecker. 

That meeting, overshadowed by events in  Poland, 
was of extraordinary sign ificance. Schmidt and Honeck­
er declared that the fir� and common basis of  policy 
for both German states was the resolve, first, that never 
again would war initiate from German territory, and 
second,  that Germany must never again be destroyed in 
war .  As self-evident as this may sound,  it is of particular 
importance in understanding the moral  substance of 
Schmidt's policy .  Schmidt draws on his  memories of 
World War I I .  The determination to avert war, and the 
comprehension of economic and poli tical co l lapse as 
the fundamental driving causal ities of war, are the basis 
of  the Chancel lor's policy: The causal connection be­
tween depression, fascism, and war is for Schmidt a 
personally experienced reality. 

As noted, Schmidt was by and l arge isolated in the 
early summer of this year .  Giscard' s defeat destroyed 
the strategic con figuration which had basica lly deter-
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Helmut Schmidt 

m i ned E u r o pean p o l i t ics  s ince  the  m i d- 1 970s .  T h e  G er­

m a n - F rench entente  was rep l a ced by a n  A n g l o - French 

a l l i a n ce,  in  t u rn c l o sely con n ected to t h e  H a i g  w i n g  of  

t h e  R e agan a d m i n i strat i o n  a n d  the  Beg i n - S h a r o n ­

S h a m i r  g r o u p  i n  I s r ae l . Th i s  strateg i c  c o m b i n a t i o n  a l s o  

enjoys  the warm sympath ies  o f  the  opponents  o f  t h e  

B rezh nev group i n  t h e  S o v i et U n i o n . 

To co u nter t h i s ,  Sch m i d t  atte m p ted to deve l o p  h i s  

re lat i o n s h i p  t o  Reagan ,  b a sed o n  t h e  sy m p a t h y  tfach h a s  

for t h e  o t h e r  a s  a n  i n d i vi d u a l ,  d es p i te di ffi c u l t i es o n t h e  

i nterest-rate q uest ion a n d  the  H aig p r o b l em i n  sec u r i ty 

a n d  fo reign p o l i cy .  At t h e  same t i m e ,  G e r m an-J a p a nese 

coopera t i o n  i m p roved s u bsta n t i a l l y  as a res u l t  of t h e  

v i s i t by J ap anese ·Pr i m e  M i n ister  Suzu k i  to B o n n  i n  

J u n e  1 98 1 ,  a new depth i n  re lat i o n s  w h i ch beca m e  

part icu lar ly  e v i d e n t  i n  agree m e n t  o n  oppos i t i o n  to h ig h  

i n terest rates as wel l  as i ss ues o f  East-West p o l i cy .  

Sch m i d t  a l so developed a "spec i a l  re lat i o n s h i p "  w i t h  

I ta l i a n  P r i m e  M i n ister Spado l i n i ,  w h i ch was fu rther  

conso l i dated i n  t h e  seco n d  ha lf  o f  1 98 1 .  

H ig h l y  s ig n i ficant  i s  t h e  c l ose c o l laborat ion between 

Sch m i dt and the Vat ica n ,  due n o t  s i m p l y  t o  the c r u c i a l  

ro le W e s t  G e r m a n y  a n d  t h e  C at h o l i c  C h u rc h  p l a y  i n  

East-West re l a ti o n s .  Sch m i d t  h a s  p u b l i c ly s u pported t h e  

concept ua l - strategic  i n i t i a t i ve o f  Pope J o h n  Pa u l  I I  a s  

expressed i n  t h e  e n cyc l ic a l  Laborem Exercens. T h i s  i s  a l l  

t h e  m o re i m portant  because Sc h m i d t ' s  at t i tude t o w a rd 

" p o p u l a t i o n  c o n t r o l "  i n  the  T h i rd W o r l d  had beco m e  

dangero u s l y  a m bi g u o u s  at p o i n t s  i n  t h e  past . 
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I t  s h o u l d  be rem a r k e d  i n  t h i s  co ntext t h a t  i t  i s  n o  

acci dent  t h a t  W i l l y  B r a n d t  i s  t h e  leader o f  t h e  n eo­

M a l t h u s i a n  T h i rd World C o m m i ss i o n  n a m ed a fter h i m ,  

as  w e l l  a s  Sch m id t ' s  most  dangerous opponent  on t h e  

d o m est ic  p o l i t ica l scene .  E v e n  the m o st na ive  observer 

c a n n o t  h ave fa i led to note that B r a n d t  h a s  taken every 

c o n ce i v a b l e  opport u n i ty  in 1 98 1  to weaken Sch m i dt a n d  

d o u b lecross h i m  o n  p o l icy m a tters to ach i eve t h e  u l t i ­

m ate g o a l  o f  overt h ro w i n g  the  m a n  who i n  1 974 suc­

ceeded him as C h a nce l lo r .  

Schmidt's deadly enemy : Brandt 
B r a n dt 's  m o d u s  opera n d i  i s  the  step-by-step d isso­

l u t i o n  and a l ie n a t i o n  o f  the Soc i a l  Dem ocrat ic  Party 

( S PD) fro m  Sch m idt  and h is p o l i cies .  Brandt has pro­

m oted and e n c o u raged the  "gree n "  M a lth us ian wing in  

the  S P D ,  i n  order to e i ther  t r a n s fo rm the  pa rty under a 

m aj o ri t y  of M a lt h u s i a n s ,  or to spl i t  the S P D  and m a k e  

a n e w  "gree n "  fascist movement  out  o f  the  frag men ts 
of the S P D ,  the "eco l ogy ,"  " peace" and neo - N azi 

a n archist  m ovem e n t .  

B r a n d t ' s  years- l o n g  p o l icy o f  "open i ng the party" 

has  in  practice meant fo rc i n g  the  e n t ry o f  the a n t i ­

tech n o l ogy i rr at i o n a l i s t  e lements  i nto the S P D, aga i n st 

the  b i t ter  re sistance of Sch m idt  a n d  t h e  party ' s  t rade­

u n i o n  and s k i l led-wo r k er base .  B r a n d t ' s  operat i o n  en­

joyed the  to lerat i o n  o f  t h e  c h i e f  app aratch i k  of the S PD ,  

H e rbert Weh n e r .  A lt h o ug h  W e h n e r  refr a i n s  from a n y  

p u b l i c  attacks w h atever on Sch m i d t ,  a n d  gives t h e  

i m pres s i o n  o f  sta n d i n g  somewhere between B randt a n d  

Sch m i d t ,  t h e  J e s u i t-co n t r o l led " g e n e r a l "  o f  the S P D  i s  

i n  fac t  host i le  to the  C h a n ce l l o r .  M ea n w h i le ,  Brandt h a s  

c o l l ected a n  i deological ly  fan at i c a l  neo- M a l t h u s i a n  

leaders h i p  a ro u n d  h i m se l f, c o n s i s t i n g  o f  the ch i e f  i deo­

l ogue and agitato r of the  eco logis ts ,  E r h a rd Eppler ;  the 

leader of the S P D  i n  Lower Saxon y ,  Peter von Oertzen ; 

former  M ay o r  U l r ich K l ose of H a m b urg,  O s k a r  L a  

Fon t a i n e  i n  the  Saar l a n d ;  V o l c k e r  H a u ff i n  Baden­

W Urttem berg; Party Secretary Peter  G l otz;  and the 

leadersh i p  o f  t h e  SPD youth o rga n i zat i o n ,  the J usos .  

B r a n d  h a s  a lso  gat hered the  s u p p o rt o f  n u mero us  S P D  

p a r l i a m en t a ry deput ies ,  especi a l ly M a n fred Copp i k ,  

K la u s  T h U s i n g ,  a n d  K ar l - H e i nz H a n se n . T h e  pro­

S ch m id t  fac t i o n  o f  the SPD was able to  th row H a n se n  

o ut o f  t h e  p arty o n ly a fter t h e  greatest res istance fro m  

B r a n d t ,  a l t h o ugh H a n sen h a d  d e n o u n ced Sch m i d t ' s  

p o l i c i e s  a s  " p i gg i s h ness . "  
Th i s  subvers ive process o f  eros i o n  h a s  led t o  dra­

matic l osses for the  SPD in s t ate and m u n ic ipa l  elec­

t i o n s .  West B e r l i n  i s  sy m p t o m at ic :  in M ay ,  the  S P D  lost  

the gove r n m e n t  a fter be ing  in  power for 1 8  years .  The 

trad i t io n a l  S PD e lectorate,  especi a l ly am ong s k i l led 

w o r k ers ,  fee l s  i n c reas i n g l y  bet rayed by B r a n d t ' s  "g ree n ­

i ng" o f  t h e  S P D .  Even t h o u g h  the m aj o r i ty o f  t h e  

p o p u l a t i o n  s upports  Sch m i dt ,  t h i s  s u pport i s  t ransfe rred 
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to the party in ever-diminished degrees . If Schmidt were 
up for direct election as Chancellor, he would easily get 
60 to 70 percent of the vote. But less than 30 to 35  
percent would now vote for the SPD. 

The SPD in 1982 
The September 1 982 elections in the state of Hesse 

will be decisive . Hesse' s governor, H olger Borner, one 
of Schmidt's closest allies in the SPD, has been the 
target of  concerted attacks from the environmentalist 
fascists inside and outside the party; and Borner, whose 
state has been the scene of widespread vio lence on the 
part of "gre�nie" extremists, has denounced the radicals 
for their "Nazi" tactics and ideo logy . Their twisting of 
legal terminology reminds one of "Nazi j argon ,"  he 
said in an interview with the dai ly Frankfurter A llge­
meine Zeitung Nov. 1 3 .  The Greens are attempting to 
destroy 'democratic institutions,  j ust as Nazi Josef 
Goebbel s did in Weimar Germany, Borner warned . 

Should Borner lose the election, the opposition 
majority in the upper house of the West German 
parl iament (which is elected directly by the state govern­
ments) would be in a position to block every piece of 
legislation by Schmidt's SPD-FDP government, despite 
the SPD-FDP majority in the lower house, the Bundes­
tag . 

There is one conclusion to be drawn from the 
intraparty warfare against Schmidt in 1 98 1 .  Schmidt 's 
political survival wi l l  only be assured if he takes the 
offensive again st his opposition in his own party, the 
Brandt faction.  The SPD is historically the product of 
industrial society, associated with economic and social 
progress ,  by tradition the party of  industrial wqrkers . 
Under the difficult conditions of probably a 2 mil l ion 
unemployment level by the spring of 1 982,  if  Schmidt 
and his faction do not succeed in reasserting this self­
conception of  the party, Schmidt' s political survival is 
doubtfu l .  

Schmidt wi l l  have to denounce the "green" move­
ment in his own party for what it is-a fascist move­
ment-and clearly state that the major causes of severe 
economic problems and unemployment in the Federal 
Republic are Paul Volcker on the one hand, and Eppler, 
Hauff, and the "Gre'ens" on the other, who are currently 
blocking no less than 1 00 bi l lion deutschmarks in high­
techno logy projects such as nuclear power plants, indus­
trial plants, railways, and roads .  

Labor-industrial alliance 
Schmidt can count on the support of most of the 

unions for this offensive. Only a smal l ,  but admittedly 
very dangerous, minority in the trade unions is on 
Brandt's side. Especially dangerous is the public em­
ployees' union, the OTV, which is currently in confron­
tation with the government.  Most unions are ready to 
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conclude a labor-industry al l iance to obtain new invest­
ments  and new sk i l led jobs .  These un ions  reject a 
" Bruning" deflation as well as a Keynesian make"work 
program .  Although largely unnoticed, in  the course of 
November and December Schmidt conducted a n umber 
of consultations between government, unions, and in­
dustry and was able to s ignificantly conso lidate already 
established wi l l ingness to collaborate by all parties. 
Potential ly ,  Schmidt is in a strong domestic position, 
not only because of his personal popularity , but because 
of his ability to function as the guarantor of social peace 
and stabi l ity in an economically extremely precarious 
situation .  Even in industrial circles which are either 
negative or downright hostile toward the Schmidt gov­
ernment because of Brandt's unhealthy influence within 
the SPD, people understand that no one better than 
Schmidt is immediately available to head a government 
that can save the Federal RepubliC from self-destructive 
social chaos . 

The political landscape has at the same time been 
reviv i fied by the sma l l  bu t  aggress ive and growing 
European Labor Party (Europiiische Arbei terpartei­
EAP), cha ired by Helga Zepp-LaRouche, through its 
campaigns on behalf of nuclear energy development, 
restoration of Germany's classical scientific educational 
standards, and urgent action by al l  constitut ional forces 
to eliminate the "green" environmentalist neo-fascists 
(see article page 9) .  

M inuscule opposition 
The alternatives offered by the opposition Christian 

Democrats are rather impoverished . Strauss, after his 
smashing defeat in the fal l  of 1 980, is hardly salable, 
despite intensive efforts . The narrow-mindedness and 
provincialism of Helmut  Kohl horrifies the industrial 
circles who support the CDU-CSU opposition,  as well 
as many CDU members. The on ly ser ious challen�e to 
Schmidt is  the pro-growth Christian Democratic Gov­
ernor of Sch leswig-H olstein ,  Gerhard Stoltenberg ,  and 
the "conservative Kennedy" of tpe Christian Demo­
crats, Walter Leisler-Kiep .  Sto ltenberg himself has re­
peated ly  po inted ou t  that the Chris t ian Democrats 
ought not to cherish i l lusions about taking over the 
government before 1 984; at that point,  however, he 
himself would be availabllt as a Chancellery candidate. 

The domestic political situation in the Federal Re­
public, especially the exhausting warfare against the 
greenies and Brandt in his own party, has cost Schmidt 
more strength in 1 98 1  than his intern ational po litical 
activities . How this "war of attrition" is working was 
indicated by the October 1 98 1  heart prob lems of the 
Chancel lor .  And in addition to his physical ai J�ents, 
Schmidt is stil l one of the world leaders high on the "hit 
list" of terrorists . Schmidt has remarked that 1 98 1 was 
hard, but 1 982 wi l l  be harder. 
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Middle East 

Post-Carter challenge: the future of 
Israel's Begin and Khomeini's Iran 
by Robert Dreyfuss, Middle East Editor 

At the beginning of 1 98 1 ,  in its inauguration issue, the 
Executive Intelligence Review noted that the new Reagan 
administration had the opportunity to radical ly shift the 
premises of American M iddle East policy from the policy 
of the Carter-Brzezinski era . Since 1 977 ,  that pol icy had 
been guided by the crim inal  concept of  Zbigniew Brze­
zinski 's arc-of-crisis doctrine, under which the Carter 
administration deliberately sought to foster instabi l ity 
throughout the region stretching from India through 
Iran; Turkey, and the Persian Gulf  down into Africa . 

To create the arc-of-crisis, Carter and Brzezinski ,  
under the guidance of  the Trilateral Commission, fos­
tered the rise to power of two mentally unbalanced 
leaders: Menachem Begin of Israel, e lected in 1 977 ,  and 
Ayatollah Khomeini of Iran, catapulted to power in  1 979 
by a M usl im Brotherhood secret-society coup d'etat 
aided by the British Secret Intel l igence Service . 

As Reagan took office , the EIR reported in  January, 
the potential for sharp changes in both Israel and Iran 
was evident. Within minutes of Reagan ' s  swearing-in ,  
Khomeini ordered the release of  the American hostages 
held 444 days, and it seemed as if the Khomeini regime 
was nearing the end of its days. I n  Israel , a badly faltering 
Begin government faced the prospect o f  early e lections, 
with polls showing that the more moderate opposition 
Labor Party would win an easy victory . The efficient 
removal of Begin and Khomeini would have immeasur­
ably improved the dip lomatic prospects for the Reagan 
administration i n  the Middle East . 

As we enter 1 982,  both Begin and Khomein i  are still 
in power. The year 1 9 8 1  has provided m uch evidence of 
direct collusion between Teheran and Tel Aviv, including 
Begin ' s  arms shipments to Khomeini 's mi l itary forces; 
and the prospect is for increasing tension ,  and even 
renewed ful l-scale war, arising out of the combination of 
Begin ' s  Israel and the act ivities of the Mus lim Brother­
hood terrorists and fundamentalists. 

What happened? How did both Begin and Khomeini 
manage to retain power despi te the change in the White 
House? What are the challenges that Reagan will face in  
the  coming year as a resu l t? 

Without doubt, the principal issue facing the Rea-
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gan administration during 1 982 wil l be the nature of its 
relations to Israel . To be successful ,  the White House in 
fact wil l  soon find that it has no alternative except to 
reach an agreement with leading world powers to "save 
Israel from itself," as one U . � .  official  put it on Dec . 22 . 

Israel's future 
I srael is truly at a crossroads .  In one direction, Israel 

faces the prospect of becoming a full-fledged fascist 
state prepared for a series of endless wars with its 
neighbors. In the other, Israel can decide to accommo­
date itself to existence within its 1 967 borders, partici­
pating in  and developing the social and economic l ife of 
the Middle East as an equal  partner . 

Despite Menachem Begin ' s  1 98 1  rampages, it is 
beyond doubt that a substantial body of I sraeli opinion 
is quietly coming to the sober rea lization that only the 
second course is a feasible one. The delicate task of 
harmonizing that growing Israeli sentiment with its 
own diplomatic objectives wi l l  require a special skill 
from the White House in 1 982 .  

The strategic problem facing Israel in  the next 
decade is this: Arab commitment to economic growth 
and industrialization,  the growth of Arab population,  
and the continued flow of oi l  wealth into Arab central 
banks means that by the mid- 1 980s Israel wi l l  face an 
Arab world with a technological capability and a mil i­
tary-industrial base capable of overcoming Israel 's  stra­
tegic superiority . Because there is  no way outside of war 
to restrain this development tide real istic Israeli plan­
ners know that I srael had better play the diplomatic 
cards it now holds to get the best deal that it can on the 
Palestine issue. 

But another school of think ing is also evident in 
Israel , and it dominates the regime of Begin ,  and De­
fense Minister Ariel Sharon .  That school argues that 
Israel can s imultaneously increase its own arms-produc­
tion capacity while actively subverting of its neighbors ' .  
By assisting the spread of "Is lamic fundamentalism ," 
by attempting to set up Khomein i-style states in the 
Arab world, by seeking to undermine Saudi AI-abia and 
destroy the oi l  resources of the Arab world ,  by allying 
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with the M usl im Brotherhood in a conspiracy to set 
minorities against national governments in accordance 
with the " Bernard Lewis plan ,"  I sraeli strategists believe 
they can retard the movement for Arab industriali sm,  
and secure the future of their state. 

That is the thinking that underl ies Israel 's current 
al l iance with Khomeini 's Iran . And it is the basis of 
Israel domestic and regional strategy during 1 98 1 .  

Interna l ly ,  Menachem Begin has brought I srael clos­
er to becoming an open ly totalitarian regime. D uring 
the May-June 1 98 1  election campaign,  Begin ' s  Likud 
partisans used such overtly violent and threatening 
tactics that spokesmen for Shimon Peres ' opposition 
bloc denounced Begin as "fascist- l ike" and the New 
York Times compared Begin 's  I srael to Weimar Ger­
many. Lilmd thugs broke up Labor Party ral l ies ,  and 
Begin's campaign rhetoric appealed to the basest in­
stincts o f  I srael ' s  uneducated Sephardic strata . Truck­
loads of weapons, supplied by Begin 's  Likud to the 
fanatical G ush Emunim settlers in the I sraeli-occupied 
territories, set up the core of a private mil it ia dedicated 
to Begin ' s  vision of a messianic state . As mobs chanted, 
"Begin ,  Begin ,  King of I srael ! "  an angry Peres asked 
Labor supporters : "Do you want this Khomeinism to 
take over I srael with idol worship?" . 

But Begin cynically succeeded in using external 
events to manipulate the Israeli voters into renewing his 
mandate . First, the outbreak of a crisis in Lebanon,  
pitting I srael against Syria, caused the nat ion to ral ly 
around the Begin regime; and the addition of the Syrian 
missiles to Lebanon in May-along with Begin ' s  b lus­
tery threats to bomb them-created tensions that aided 
Begin sti l l  further. Then , the pre-election bombing of 
Iraq's Osirak nuclear facil ity in  Baghdad, which was 
un iversal ly  condemned, won Begin acco lades from a 
deluded I sraeli population .  

By bombing I raq, Begin had signaled to the Arab 
world that I srael would not al low Arabs to develop 
advanced technologies . "Perhaps Israel next wi l l  bomb 
our universities in Saud i Arabia because they produce 
scientists , "  said Saudi Foreign Minister Saud al-Faisa l .  

Begin ,  meanwhile, accelerated the activities that  led 
to a series of confrontations with Washington .  The 
aerial bombing of Beirut that left 300 civi l ians dead in 
June marked the first low-point in I sraeli-American 
relations, and crystal lized the embargo on U . S .  arms 
del iveries to I srael that lasted until j ust before Begin 's  
September arrival in Washington.  The September lu l l  in 
Begin's rampage ended with General Sharon's  provo­
cations on the occupied West Bank , where a new civi l ian 
governor used tactics that caused riots and stri kes, and 
with the redoubled Israeli pressures on Lebanon and 
Syria-culminating in the i l legal annexation of the 
Syrian Golan Heights. 

What gave Begin the maneuvering room he needed 
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to get himself re-elected was the idiotic doctrine of 
Alexander H aig's "strategic consensus," pursued de­
spite a tour of the Middle East in the spring that 
resulted in complete fiasco-not a single Arab state 
even hinted at support for the nonsensical idea of a 
U .S . -sponsored anti-Soviet Arab-Israel i alliance . To the 
President, H aig represented Begin ' s  lunacy as somehow 
usefu l  in  the anti-Soviet crusade he envisioned for the 
region .  Those who opposed the idea ,  l ike U . S .  Ambas­
sador Bob Neumann in Saudi Arabia, were unceremon­
iously fired by Ha ig .  

Throughout 1 98 1 ,  it was General Haig who consist­
ently undermined the President 's M iddle East policy. 
Most egregiously, i t  was Haig who, beginning in the 
spring with the April decision to sell AWACS radar 
planes to Saudi Arabia, opposed that decision and 
a lmost succeeded i n  sabotaging the sale itself. 

To the extent that the President could even be said 
to have a M iddle East policy, it centered on the notion 
that the leading American interest in the area was in 
Saudi Arabia .  The October AWACS decision, a land­
m ark vote that narrowly averted a catastrophe for the 
U nited States in the Arab world and managed to secure 
the U . S . -Saudi relationship for a time, was in fact the 
major foreign-policy success of the Reagan administra­
tion in 1 98 1 .  Coming on ly weeks after the assassination 
of Anwar Sadat and in  the midst of new I ranian efforts 
to destabilize the Persian Gulf, an AWACS failure 
would have p ushed the entire region over the brink i nto 
the M uslim Brotherhood's chaotic Dark Ages . 

Oil and geopolitics 
The AWACS po licy and the Reagan commitment to 

U . S .-Saudi ties in  fact led to one vitally importaht, yet 
almost u�noticed, victory in 1 98 1 .  For the first time 
since 1 97 1 ,  the price of oi l  on the world market actually 
dropped , and in constant-dollar terms, declined dramat­
ical ly .  At the start of the year, it  had appeared that oil 
prices might soar out of sight once again,  as OPEC 
hawks demanded more than $40 per barrel and Saudi 
Arabia was deemed unable to hold the l ine.  But the 
administration 's  support for Saudi Arabia led Oil Min­
ister Zaki Yamani to proclaim Saudi intent to force oil 
prices rower . "We engineered the glut," said Yamani, 
noting that Saudi production of  almost I I  million 
barrels a day forced other OPEC states to lower their 
price. By year's end, the $40 price existed no more, and 
OPEC had agreed upon a consolidated $34-per-barrel 
fixed price, to be held at that level throughout 1 982 .  

That ,  a lone ,  was a major defeat for London and the 
Anglo-Swiss financial and oil  interests seeking to push 
oi l  prices into the $70-80 per barrel range. 

But H aig' s advocacy of the strategic consensus 
mumbo-j umbo merely served to alienate sections of the 
Arab world and push the Arabs in the direction of  a 
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London-engineered consensus of a different sort. The 
April defeat of French President Giscard and the elec­
tion of the Socialist Fran�ois Mitterrand deprived Rea­
gan of a crucial al ly on Middle East policy, and isolated 
Chancellor Schmidt of  West Germany in his M iddle 
East stabil ity policy . Together, the French and British 
sought to assemble a European Third Force indepen­
dent of Washington and NATO, and they viewed the 
Arab world as the "natural partner" of such an indepen­
dent Europe. By locking Reagan into a l inear U . S .­
I srael al l iance, London and Paris sought to undermine 
American influence in  the M iddle East and eventually 
to replace it-in the process, appropriating to them­
selves the vast petrodollar and oi l  resources of  the Gulf. 

Through j ustifying Begin 's  fascist excesses, Haig 
almost-but not quite-managed to sabotage the en­
tire Reagan strategy for the region ,  acting as an agent 
of infl uence for Britain 's  Lord Carrington and the 
Anglo-French axis in Europe. 

Islamic fundamentalism 
By the same token , during 1 98 1  Haig continually 

supported the British SIS project to spread Islamic 
fundamentalism and the M usl im Brotherhood in the 
area. That Haig could so brazenly back the M uslim 
Brotherhood in 1 98 1  was remarkable because the EIR 
had established itself during the previous period as one 
of the world 's  leading authorities on Islamic fundamen­
talism and its connections to the British SIS and the 
M al th usian "Club of Rome." EIR exposes on  the 
M uslim Brotherhood secret society won worldwide rec­
ognition during 1 980, and early in 1 98 1 the release of 
the book Hostage to Khomeini by EIR Middle East 
editor Robert Dreyfuss effectively unraveled a century 
of  British intel ligence activity among M uslim mul lahs 
and imams. At the end of 1 98 1 ,  an international cam­
paign conducted by the EIR to expose the M uslim 
Brotherhood conference at the Rothko Chapel in Hous­
ton severely damaged London's  S IS  capabilities in the 
Middle East and drew sharp attacks from SIS spokes­
men charging that the EIR had managed to undermine 
their patiently built influence in M iddie East affairs (see 
EIR, Dec. I ,  1 98 1 :  " London Places EIR at Center of  
Mideast Strategic Storm") .  

Concerning I ran,  i t  has  been Haig who secured 
Reagan's grudging toleration for the regime of Ayatol­
lah Khomeini in  I ran . Only days before the inaugura­
tion , Reagan startled the media and the I ranian m ul lahs 
by terming Khomeini and his thugs "barbarians ."  His  
statement marked a sharp contrast to Carter's fawning 
praise of Khomeini ,  and it led many observers to expect 
a sharp change in American pol icy toward I ran .  

Yet that change never came.  After some initial 
contrary indications ,  the White House gave its fu l l  
backing to t.he January 1 98 1  U .S . - I ranian hostage deal, 
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a deal which most legal specialists considered i l legal 
and unconstitutional ,  and which indeed represented a 
treasonous sell-out of American national sovereignty . 
Reagan's decision not to renege on the hostage deal­
since the hostages themselves were already home and 
the deal was clearly extorted under duress by assassins­
had far-reading repercussions :  it meant that the admin­
istration would not .directly chal lenge Iran's madmen . 

Thus, the expectations of many I ranian exiles that 
the new American administration would assist, or at 
least not hinder, efforts to topple Khomeini were not 
fulfi lled . After the inauguration ,  Reagan no longer used 
the word "barbarians" in relation to Iran, nor did he 
challenge State Department arguments that the mullahs 
were the only political force capable of resisting Soviet 
expansionism . It was exactly this ludicrous argument 
that had led Dr. Brzezinski to call " I slamic fundamen­
talism" a "bulwark against communism."  

Nor d id  Reagan act to  prevent the regu lar flow of 
American weapons to I ran through third parties, black­
market operations, and possibly some CIA channels .  In 
particular,  a reported steady flow of American-made 
weapons from Israel to I ran went unchal lenged. 

Most significantly, Reagan did not protest the ov­
ertly and systematical ly genocidal policies of the Pol 
Pot-l ike regime in Teheran . Tens of thousands of mass 
s;xecutions, some involving school chi ldren; hideous 
depopulation programs for I rim's cities; the elimination 
of al l  of I ran's industrial base; al l  this  drew no criticism 
from the administration, . which seemed to hope that 
I ran would j ust "go away . "  

The result-amid continued statements from Haig 
praising M uslim fundamentalism-was that during 
1 98 1  I ran drifted slowly into a posilion al lowing the 
U .S . S .R .  control l ing influence over many of Iran' s  
institutions .  The death of  several dozen top Iranian 
leaders in bombings, such as Ayato llah Beheshti ,  Presi­
dent Rajai ,  Prime M inister Bahonar, and dozens of top 
officials of the I s lamic Republ ican Party (l RP), had the 
effect of  strengthening the radical currents inside the 
I R P  and creating new open ings for Soviet influence. 
Yet, ever behind the scenes, the British SIS was suspect­
ed of organizing the tilt toward Moscow, as part of  
British diplomatic efforts to  strike a separate anti-Amer­
ican deal with elements of the Soviet leadership. 

The Reagan administration's  toleration for the M us­
lim Brotherhood's activities final ly led to the Oct . 6 
assassination of President Anwar Sadat of Egypt. That 
murder, which el iminated the staunchest Amedcan al ly 
in the region,  was the work of  British , Soviet and Israeli 
intelligence cooperation through the Russian and Cop­
tic churches . Its purpose was to destabi lize the entire 
region,  especially Saudi Arabia, and prevent the suc­
cessfu l organizing effort around Saudi Crown Prince 
Fahd's eight-point peace plan . 
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US.S.R. and Eastern Europe 

The Soviet leadership question 
and the trials of Leonid Brezhnev 
by Rachel Douglas, Soviet Sector Editor 

On Dec. 1 9, 1 98 1 ,  .Leonid Brezhnev celebrated his sev­
enty-fifth birthday, in October he marked his seventeenth 
year in power, and in February, Brezhnev emerged from 
his fourth party congress as  General Secretary, the 26th 
Congress of the Communist Party of  the Soviet Union,  
with his pol itical machine intact and even strengthened 
by the promotion of his career associates and his family 
members to higher posts in the party and state security 
apparats .  The year-end birthday festivities found Brezh­
nev chastising Western statesmen who ventured to ques­
tion whether the Soviet leadership was united behind al l  
of Brezhnev's  policies . 

Yet the Western leader who had gone on record with 
that question was none other than Chancel lor Helmut 
Schmidt of West Germany, the longest-surviving partner 
of Brezhnev' s Westpolitik and one who has striven to 
disencumber East-West relations from ideologies and 
hysteria ,  so as to ground them in  state-to-state agree­
ments both on strategic stabi l i ty and on economic devel­
opment .  When Schmidt spoke out on  the sensitive matter 
of Soviet internal political skirmishing, it was evidently 
out of concern for the vitality of  the Soviet faction 
agreeable to the same principles, namely Brezhnev's 
faction. 

Brezhnev's disclaimer notwithstanding, 1 98 1  saw So­
viet and East European political groupings strain in 
different directions on crucial , interlocked issues of So­
viet posture in the world outside Warsaw Pact bounda­
ries and economic policy inside that al liance. Their dis­
putes will intensify during the period of  deciding the 
succession to Brezhnev and his Pol itburo col leagues . 

Equally momentous for the shape of  Soviet policy is 
the debate percolating in the West throughout 1 98 1 ,  over 
the future of  the Soviet Union and of  East-West relations .  
Behind reams of published speCUlation on the U .S . S .R .  
a s  a "crumbl ing empire," there were actions on the 
ground, notably in Poland and Yugoslavia ,  to further 
such fractures. This approach to the East, the opposite of  
Schmidt's ,  originates with the geopoliticians of England 
and the continental European o ligarchy and descends to 
their subordinates, in Foreign Offices and State Depart­
ments as well as intel l igence networks, for implementa­
tion. It is  this century's version of the designs for dismem-
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berment of  the Russian and Ottoman Empires that bred 
World War I. This year, EIR founder Lyndon H. La­
Rouche, Jr .  summarized the dangerous outcome of  such 
strategic practice: "Under conditions of  perceived 
threats to the 'Soviet fatherland, '  key elements of nearly 
all Soviet factions wi l l  reunite as one fist around the 
memory of  World War 1 1 . "  

Soviet foreign policy 
There were three motors driving Soviet pol icy to­

ward the rest of  the world this year : Brezhnev's diplo­
macy, the machinations of a far-flung network we have 
called the "destabi l ization faction ," and the distinct 
voice of the mil i tary . They are better understood as 
policy impulses than as perfectly defined factions, be­
cause Brezhnev rules in coalition,  and frequent accom­
modation ,  with the other two . With the defeat of French 
President Valery Giscard d' Estaing on May to and the 
rapidly solidifying Soviet negative assessment of the 
Reagan administration,  these tendencies drew closer 
together. 

The manifest intent of Foreign Minister Lord Car­
rington and other British strategists, of the Socialist 
International  that removed Giscard and sti l l  threatens 
Schmidt, was to abet the second of  these Soviet impul­
ses . For the "destabilization faction" is not essentially a 
Russian or a communist phenomenon.  It is the East 
European branch of the supranational third force on 
the world scene-the neo-Malthusian conspiracy that 
abhors science, industria l  progress and politics geared 
to their promotion .  " 

In the U .S .S .R . ,  it is comprised of the old Commu­
nist International (Com intern) machine centered in  the 
party Central Committee's I nternational Department, 
headed by Boris Ponomarev; the KGB (Committee for 
State Security), especial ly its overseas sections, where 
triple agent Gen . Kim Philby of Russian and British 
intelligence is housed; and a web of think tanks of 
which the I nstitute of the World Economy and Interna­
tional Relations ( I M EMO) is foremost. These networks 
are the outgrowth of an effort that spans the six decades 
of Soviet history and reaches back into the Czarist 
period: the effort of British and continental European 
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oligarchs to sabotage the development of Russia as an 
industrial republ ic .  

In  foreign policy , the Soviet advocates of Third 
World destabi l ization and confrontation with the West 
were expected to entertain the geopol itical gambits of 
Lord Carrington , respecting division of the Middle East 
and-in the plans of Lord Bethel l ,  for one-even East­
ern Europe . After a summer visit to Moscow, Carring­
ton is reported to have claimed that the icy reception he 
and his Afghan settlement plan received there was but 
an ongoing maneuver , to be fol lowed by eventual Soviet 
acceptance of his brand of  global crisis management .  

LaRouche warned , " Moscow wil l  exploit the nego­
tiations of the ' new Yalta' agreement [an Anglo-Soviet 
redrawing of the world map-ed . ]  without actual ly 
agreeing to such an agreement ."  

Brezhnev's diplomacy : At the  beginn ing of  1 98 1 ,  the 
alignment dominating Europe was a Bonn-Paris-Mos­
cow collaboration that provided a crucial margin of 
stabil ity through the perils of  J immy Ca,rter's term in 
office.  The jaundiced British view of  that state of  affairs 
was revea led by a sen ior British official in the spring of  
1 98 1 .  "The real threat to  security in Europe is not 
Poland ,"  he told the Frankfurter A llgemeine Zeitung. 
"but the Franco-German all iance. " 

Brezhnev looked for an early signa l  from incoming 
President Reagan that the Uni ted States might share 
the French and German policy o f  dialogue and trade. 
" Reagan 's own statements and those of  his advisers 
show," said Central Committee information official V .  
Kobysh o n  New Year's Day, "that they see . the normal­
ization of  Soviet-American relations as a top 
priority . . . .  The significance of  Soviet-American rela­
tions is substantial ly broader than the interests of  j ust 
our two countries ."  

Brezhnev's  March 23 speech to the 26th Party 
Congress affirmed Moscow' s  belief that Carter' s exit 
had created vital opportunities for strategic stabi liza­
tion .  Brezhnev outlined an  agenda of talks on the 
international crisis and on speci fic issues, including 
Afghanistan,  which he offered to discuss in conjunction 
with Persian Gu lf security guarantees . Most important ,  
Brezhnev expressed hopes for a summit meeting with 
Reagan . 

Nine months later, the summit meeting is sti l l  the 
subject of feelers between M oscow and Washington , 
but the only channel of discussion open between the two 
great powers is talks on intermediate-range nuclear 
weapons in  Europe, which began in  Geneva on Nov .  
30.  Ch�ncellor Schmidt, who hosted Brezhnev in Bonn 
Nov.  22-25 on the Soviet leader's on ly trip to the West 
during 1 98 1 ,  arranged to make a continuing contribu­
tion to these " Euromissile" negotiations, through bi lat­
eral Soviet-German contacts . The enti re undertaking, 
however, is on ' the chopping block , as ·  the Reagan 
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administration considers its suspension as a possible 
punishment for the crackdown in Poland.  

At the Party Congress, Brezhnev also restated his 
proposa l for Persian Gulf  security guarantees , first 
advanced during his visit to India in Dec. 1 980. The 
plan called for the United States, U .S .S . R . ,  Western 
Europe, Japan , and China to pledge protection of  
national sovereignty and safe sea transit in a demilitar­
ized Persian Gulf. By mid- 1 98 1 ,  even propaganda ref­
erences to this idea had al l  but disappeared in the Soviet 
Union . 

Brezhnev's diplomacy undermined : The defeat of Gis­
card smashed the heart out of Brezhnev's European 
diplomacy, even though his rendezvous with Schmidt in 
November could sti l l  wi tness final ization of  one of the 
economic deals of the century, the multi-billion dollar 
Siberian natural gas pipeline project. 

With Giscard's removal and with every salvo of 
rhetoric from H aig-so reminiscent of James R. Schles­
i nger's "aura of power" performances-the argument 
that nothing useful was to be obtained from detente 
gained ground in Moscow. 

There was a veritable upsurge of  chaos in which the 
Soviet "destabi lization faction" was implicated . Even as 
Brezhnev prepared his trip to German¥, Soviet media 
cheered on the gangs of fascist environmentalists that 
assembled under banners of  "peace"-a poorly named 
peace movement whose first target was none other than 
Helmut Schmidt ! Ponomarev , who had not so covertly 
campaigned in France for the Socialist victory against . 
Giscard ,  went among his foreign communist party 
networks to promote the mass demonstrations in West 
European capitals .  The Moscow-based Russian Ortho­
dox Church, which is intimately connected with the 
KGB, made plans for a 1 982 peace conference where 
the Anglican Church intimates of British In telligence 
would be prominent guests. 

In the Middle East, the interlocking Anglo-Soviet 
and Anglican-Orthodox intell igence capabilit ies were 
impl icated in the October assassin ation of Egyptian 
Pres ident Anwar Sad at. Effusive apologies for Colonel 
Qaddafi of Libya replaced Soviet propaganda for the 
Brezhnev Persian Gulf plan, which cal led for the major 
powers to guarantee national  sovereignty in a demi litar­
ized Persian G ulf, and Soviet mil i tary officers made the 
tour: Libya-Eth iopia-South Yemen . The few, although 
important, Sov iet spokesmen who ventured to welcome 
Saudi Prince Fahd's  Mideast peace plan as a positive 
step were at odds with others, who found in this yet 
another " imperial ist" plot . 

The R ussians, then , were playing games with the 
British .  In hi s October document "Leonid Brezhnev 
must break with London before it's too late," LaRouche 
advised saying to Moscow, "Stop your babbling about 
peace movements and disarmament negotiations and 
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Brezhnev with West German Foreign Minister Genscher ( r). 

get out of  the British bed . Then, d u m b  R u ss i a n s  and 
dumb Americans might fina l ly grope the i r  way toward 
sol utions ,  establ ishing world peace w i t h o u t  sacr i ficing 
the vital strategic interests of either na t io n . "  LaRouche 
contin ued , " Moscow's inst inct ive rep l y  w i l l  be: 'We 
gave Reagan a chance, and it d idn ' t  work ! '  So typical 
of our s imp le, sentimental Russian s �  Per h a p s  i t  wi l l  not 
work ,  but it is the only course of act ion w hi ch co u l d . "  

The military : In  June  and  Ju ly ,  a parade of  Soviet 
genera ls and marshals marched across the pages of  the 
mi l itary daily Red Star and the party press, w i t h  a s ing le 
message: the U .S .S .R .  has com mi tted resources to  ready 
itse lf  for "the possible war which t h e  i m pe r i a l i sts are 
preparing against the countries of soci a l i sm ,"  as top 
political commissar Gen . Yepi shev put i t .  Brezhnev, 
too, i n  his J une 23 speech t o  the S u preme Soviet, 
denounced "bel l icose-minded imperia l i s t  ci rcles" and 
evoked images from World ' War I I ,  "the  h o ly war 
agai nst the Nazis ."  I n  the monthly Kommunis/ ,  C h i e f  of . 
Staff M arshal N ikola i  Ogarkov res p o n ded to N ATO 
debates on  "l imited nuclear war," w i t h  a warn i ng  that 
any n uclear war would i nvolve " a l l  cont i nents" and  
"the whole of mankind . "  

Some of the mi l itary's statem e n t s  d e pa rt ed from 
Brezhnev in  points of  e m p h a s i s .  W a rs a w  Pact c o m ­

mander Marshal Viktor K u l i kov ,  fo r i n s t ance ,  h a d  an 
interview published on the eve of Brez h ne v ' s  depart u re 
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for Bonn in  November, i n  which he omitted all mention 
of  East-West negotiations and named Brezhnev only in  
the context of the latter' s com mitment to the Soviet 
defense budget. 

But the underlying truth to appreciate about the 
mil itary's making itself heard was that there is a bottom 
l ine in Soviet security calculations,  where Brezhnev and 
the  mi l itary and the other factions converge, which 
sim ultaneously demarcates the l imit of Lord Carring­
ton ' s  fl irtations .  I n  A ugust the London Economist un­
derstandably editoria lized about the no ise from the 
Russian brass, "Those mutterings from M oscow should 
be ignored ."  

The Soviet economy and the Club of  Rome 
According to M oscow sources, that bottom line 

would be installation of the new generation of " Euro­
missiles" in 1 98 3 ,  embodying NATO adherence to the 
fallacious "l im ited nuclear war" doctrine and, so the 
Soviets say aloud, NATO's intention to have a "first 
strike" capabil i ty .  Whether or not those missiles go into 
p lace, the Soviets are not taking chances with their 
defense spending.  The party and government, as one 
colonel wrote in J une, "are compelled to earmark the 
necessary funds for the improvement of armaments and 
mil itary equipment ."  Every ruble of  surp lus  the Soviet 
economy generates, we learned, is going into defense. 

Accepting the principle that a healthy economy i s 
the best measure of a nation's defense, EIR found the 
strategica l ly most important decision of the 26th Party 
Congress to be its decision in favor of the " infin itely 
developing n uclear power industry" described by Acad­
emy of Sciences President Anatoli i  A leks"androv.  We 
suggested that the Weinberger defense budget, by com­
parison ,  amounted to a worse security menace to the 
U nited States than any Soviet action on  its own did .  

The th ird straight bad harvest in the Soviet U n ion 
and the burden of  aid to Poland posed new difficulties 
to the Soviet economic plans,  but these were scant  next 
to the parasite of neo-M althusian systems analysis 
thriving i nside the U .S . S .R .  In Ju ly,  Club of  Rome 
founder Aurelio Peccei could boast that Dzhermen 
Gvishian i ,  the son-in-law of the late Prime Min ister 
A leksei Kosygin who co-chairs the Vienna I n ternational  
I nstitute for Applied Sy!\tems Analysis ( I IASA),  and 
Academician Yevgeni i  Fyodorov had joined the board 
of his organization .  I n  February, Fyodorov endorsed 
the Carter State Department's genocidal ist Global 2000 
report as a step in the r ight direct ion .  I n  the theoretical 
journal  Voprosy Filosojli, their colleague Ivan Frolov 
made clear that this faction intends deindustrializat ion,  
anti-science policies for the Soviet Union, not j ust the 
"imperialist" West. The case of  Fro lov, a frequent 
co llaborator of  Ponomarev's top I nternationa l  Depart­
ment aide, Vadim Zagladin ,  i l luminated the identity of 
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the M althusian faction in Soviet domestic economic 
debates and the "destabilization faction"  of  Soviet 
foreign policy .  

Poland : the battelground 
The Polish crisis, long before its year-end escalation 

to the Dec. 1 3  imposition of martial law, was a battle� 
ground where all these conflicts, both those internal to 
the Soviet Union and those in the West about policy 
toward the East, were fought out .  

A keynote for the entire year in Poland came in the 
first weeks of January, when environmentalists forced 
shut-down of a factory in Krakow that had produced 
nearly one-half of the country 's  a luminum.  Prepared in 
the 1 976-80 period by "small is beautiful" ideologues 
both inside the regime and among the opposition 
grouplets patronized by British intel l igence, the Polish 
crisis from the beginning was a deindustrializers' flank 
in Eastern Europe. That aspect of Poland's destruction 
reached a milestone in November 1 98 1 ,  with its appli­
cation to join the International Monetary Fund.  The 
economy is in shambles . 

Gen . Wojciech Jaruzelski, the Defense M in ister, 
became Polish Prime M inister in February and party 
chief Oct . 1 9, replacing Stanislaw Kania .  In the interim ,  
the Polish party congress swept 90  percent of the 
Central Committee, reformers and orthodox Marxist­
Leninists alike, out of office, putting untested men in 
their place and leaving Jaruzelski all the more powerful .  
Jaruzelski attempted to effect "national conciliation" 
through talks with Solidarnosc union leader Lech Wal­
esa and Catholic Church Primate Bishop Jozef Glemp .  
A rash of strikes and  ever greater demands for power 
from the British-pedigreed extreme wing of Solidarnosc 
pushed Poland into the downward spiral toward the 
"state of war" Jaruzelski proclaimed.  

Reports that Jaruzelski acted to head off a Soviet 
bid to replace him with Politburo member Stefan 01-
szowski ring true in light of  the year's developments in 
Soviet policy toward Poland .  While Brezhnev on several 
occasions gave Jaruzelski a green light to carry out 
what shake-ups and negotiations with the union and the 
Church he deemed necessary, the Czechoslovak media, 
which often reflects the views of. Ponomarev and his 
associates , consistently pushed for the crackdown that 
finally came in December. When the Soviet party chose 
to turn up the pressure on Warsaw in the late spring; it 
was Ponomarev's senior partner M ikhail Suslov who 
went to deliver the message. 

The fact that Olszowski and the ousted Tadeusz 
Grabski, would-be successors to laruzelski ,  were com­
plicit in the 1 980 ouster of Edward Gierek at the very 
inception of the Pol ish crisis does not bother their 
Soviet backers . I t  is not the first time that the KGB and 
British SIS back the same horse. 
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Mexico 

Fresh start in Mexico­
as LaRouche mounts a 
by Robyn Quijano, Co-Editor 

Mexican-American relations got a fresh start in 198 1 ,  a 
dramatic change from the open warfare of the Carter 
years . Presidents Jose Lopez Porti l lo and Ronald Reagan 
held face-to-face discussions four times this year and 
developed a warm rei:ltionship based on mutual 
respect-a breakthrough that leaves the door open for 
further col laboration among these neighbors represent­
ing North and South . 

Despite a lack of concrete progress on economic 
cooperation, and growing attacks by Mexican officials 
on the tight-credit po licies of the U .S .  Federa l Reserve, 
the kind of economic sabotage directed from the Carter 
White House has significantly dimin ished . The hostili ties 
caused by such affronts as Energy Secretary Schlesinger' s  
veto of  the successfully negotiated natura l-gas deal have 
been coo led . Zbign iew Brzezinski 's cocktail -party brag­
ging that the U . S .  "wil l  not permit another Japan south 
of our border ," a quote made infamous by EIR. has 
given way to Ronald Reagan's good intentions. We need 
"a strong, stable, free and prosperous Mexico ," said 
Ambassador John Gavin as he took up his new post in 
M exico . The "obstructionism" of the Carter era is over, 
and the U n ited States wil l  once again be a "rel iable 
supplier" of  nuclear energy, Gavin told a nuclear sym­
posi um in M exico last Septem ber as U . S .  compan ies 
joined the b idding for Mexico' s ambitious nuclear pro­
gram.  

These changes represent more than just a "thaw."  
Bu t  the greatest potential for the kind of economic 
collaboration that could make both nations prosper have 
been stal led by Reagan admin istration bungling of the 
crucia l  economic issues which define North-South rela­
tions .  And if  Al Haig and David Rockefel ler succeed in 
making "free-enterprise" collaboration with the drug­
producing colony of Jamaica and not with Mexico , the 
model for U . S .  relations with the developing sector, then 
Mexico 's  development prospects wi l l  come under re­
newed fire from Wash ington once aga in .  

M exico : a North-South model 
Immediately after the Reagan victory in November, 

EIR and its founder, Lyndon H. LaRouche, moved to 
shape a new model for North-South relations based on 
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U.s.  relations 
policy initiative 

an oi l-for-technology approach to Mexico . LaRouche 
issued a call for Mexico to "exchange a 20th-century 
resource, petroleum , for 2 1  st-century technology ," em­
phasizing M exico ' s  need for nuclear and other advanced 
technologies .  The U nited States could so lve its econom­
ic problems by gearing up i ts  p lant  to supply a good 
part of  the import needs of that count ry ,  putting a 
mi l l ion Americans to work in high-techno logy produc­
tion . 

" M exico-a $ 1 00 bil l ion export market" was the 
theme of LaRo uche' s programmatic overture that 
grabbed the interest of elected offici als and industrialists 
on both sides of  the border. U . S .  col laboration in the 
rapid industrialization of Mexico must be the basis for 
the new relationship, LaRouche wrote, drawing from 
an in-depth study of the M exican economy then in 
preparation by the Fusion Energy Foundation (FEF), 
and the Mexican Association for Fusion Energy 
(A M EF) ,  using the computerized LaRouche- Riemann 
method.  LaRouche released a "shopping list" which 
demonstrated that Mexican purchases of advanced tech­
no logy cou ld pul l  the United States out of its economic 
s lump, provided that an enti re oi l-for-techno logy pack­
age could be worked out between the two nat ions .  

The highest levels of  Mexican government and 
economic planning circles responded positively to the 
idea, and the first meeting between Lopez Porti l lo and 
Reagan in Ciudad Juarez in Jan uary set the stage for 
such an  accord. 

I n  February the FEF-A M EF program was pre­
sented at the Mexican Petro leum I n stitute in Mexico 
City to over 1 00 Mexican planners, sci ent ists, and 
students .  The details of how to reach a 12 percent 
annual growth rate to transform Mexico into an indus­
trial ized nation by the year 2000 were presented . The 
plan projected a rise in l iving standards for the 1 1 5 to 
1 20 mi l l ion M exicans of the year 2000, to the average 
level of  Western Europeans in 1 980. 

The launching of the "no limits to growth" program 
sparked broad commentary and debate in the M exican 
press .  

LaRouche, widely known as a " friend of Mexico" 
si nce his fi rst official visit there as a guest of the rul ing 
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PRI party for its 50th-ann iversary celebration in 1 979, 
was in M exico again  in  early M arch .  He  was invited to 
address the I n ternational  Symposium on Economics, an 
annual event sponsored by the M onterrey Institute of 
Techno logy , the principal think tank of M exico ' s  pow­
erful Monterrey private sector.  

The event and the LaRouche visit were covered by 
the mass media .  "Shaping the outcome of the upcoming 
Reagan-Lopez Porti l lo summit is one of my objectives 
in coming here ,"  LaRouche told a M onterrey television 
audience. He elaborated his oil-for-technology propos­
al, emphasizing that such collaboration could break 
Pres ident Reagan out of  the dangerous economic poli­
cies that he was fo llowing . Such a development would 
also stabil ize the dangerous Central American situation, 
making M exican-style development a model for th� 

area. 
Mas Noticias. the largest afternoon daily in M onter­

rey , editorialized: " I t  would be wise to pay close atten­
tion to the words of warni ng that have j ust been voiced 
by the American economist ,  Dr. Lyndon H .  LaRouche. 
M exico would benefit i f  it traded its surplus of a 
potential ly obsolete resource, o i l ,  for modern industrial 
technologies of  the 2 1 st century . "  

LaRouche' s proposal stirred great interest through­
out Mexico in the pri vate and publ ic discussions he held 
among M exico's  elites. 

The Mexico City press carried LaRouche' s  oi l-for­
technology program, as well as his sharp attacks on the 
Ma lthusians within the Reagan administration .  The 
daily El Sol. warned in banner headlines on March 1 5 : 
" H aig Wil l  Cause the Death of  Mi l l ions," detailing 
LaRouche's warnings of  the genocidal consequences of 
H aig' s  po licies for M exico and Central America. 

Mexico' s  com mitment to cooperate with the new 
admin istration was clear. LaRouche returned di rectly to 
Washington from his meetings in M exico , where he 

. reported to 1 00 representatives of U . S .  government 
departments ,  businesses, and foreign embassies, in  an 
EIR-sponsored event, "The U nited States , M exico , and 
Central America: Conflict or Cooperation?" 

LaRouche' s warnings on  the effects of Volcker' s 
in terest rates soon found echo in M exico . 

h i  the weeks before the J une Reagan-Lopez Porti l lo 
summit at Camp David,  a l l  o f  Mexico was in turmoil 
over the interest-rate prob lem , described by one M exico 
City daily as Volcker's " financial earthquake. " Effect ive 
interest rates in M exico had reached 40 to 50 percent .  
M exico ' s  development strategy was in a noose. 

I was in M exico City the first week of  June for some 
private meetings and an EIR con ference, in which 
economics editor David Goldman presented the state of 
the U . S .  economy, based on  a quarterly LaRouche­
Riemann model report .  Goldman's  discussion of the 
dangers of Volcker' s economic pol icy was again widely 
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covered by the Mexico City press, and he was inter­
viewed on the evening news of the government-spon­
sored TV station ,  channel 1 3 . The commentator stressed 
Go ldman's insistence that Volcker' s policy constituted 
economic warfare against such nations as Mexico . 

The summit took place that week, and the interest 
rate question was very much on Lopez Porti l lo ' s  mind .  

The two heads of state reached a "basic agreement 
on the need t,o strengthen the economies of the lesser 
developed nations to bring about the social and eco­
nomic development of  their peoples . "  The possibil ity 
was l ive that the two presidents might forge a new 
model for North-South relations .  

On  h is arrival i n  Washington ,  the Mexican president 
had referenced the host i l i ties o f  the Carter period by 
denouncing the dangers of arrogance and submission in 
international relations. By the end of  his two-day stay, 
th� change was consolidated, and Lopez Porti l lo confid­
ed his "profo und satisfaction" with the r,esults of the 
meeting. 

The most important concrete achievement of the 
sum mit was an agreement to collaborate in coo ling out 
Central America . In the months  leading up to the 
Cancun North-South summit in October, Reagan's  
confidence in Mexico ' s  interest , in the stab i l i ty o f  the 
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region was a crucial counterpoint to Haig's strategy of 
blowing up the area . 

The personal relationship between the two presi­
dents also served to puncture the kind of confrontation 
Haig was planning for the Cancun summit .  Despite 
Reagan's  insistence that the "magic of the marketplace" 
could solve the development problems of the Third 
World, usefu l  dia logue took place, as Mexico , I ndia, 
Japan ,  and other nations called for fundamental 
changes in the world monetary system and an end to 
international I M F  conditionalities . 

Lopez Porti l lo Qefined the purpose of the summit­
to overcome the obstacles to worldwide industrializa­
tion .  World prosperity can be achieved if ways can be 
found to l ink the financial resources of OPEC and other 
nations , the technologica l and industrial capacities of 
the developed countries, and the acute need for technol­
ogy and consumer goods in the developing sector, he 
said .  

Cancun left the  doors of communication open be­
tween the United States and Mexico ,  but the implemen­
tation of a real development strategy was left on ice. 

Economic squeeze 
Skyrocketing interest rates and the co l lapse of oi l  

prices and oi l, markets has created an economic crisis in 
Mexico . The squeeze is  on for Lopez Portil lo 's  chosen 
successor ,  PRI candidate M iguel de la 'Madrid, to 
abandon M ex ico ' s  present high growth rates and total 
commitment to rapid industrialization . Internationa l  
financial institutions from the  World Bank to Wall 
Street and their press outlets, have determined that 
Mexico wil l  pay-through capital fl ight and internal 
chaos-for its daring industrialization policy. And the 
econometric whiz kids of  the Wharton School ,  not 
coincidentally, agree and advise Mexico to slow down 
the economy or face Iranization .  

While brawls a re taking place among the advisers to 
De la Madrid on the future of  Mexico's development, 
its nuclear, program, wh ich will of necessity bridge the 
two administr�tions, cou ld set the pace. A decision to 
go fu l l  speed ahead on the nuclear program was made 
after the designation of the candidate ,  and will be 
crucia l  to fos tering a continuity of  Mexico's  high-tech­
no logy development strategy , although De la Madrid 
has indicated that he wi l l  give greater weight to the go­
slow arguments of  the environmenta lists and others . 

Mexico opened bidding on its n uclear program on 
Oct . 5 ,  and the Un ited States, France, Canada, Sweden , 
and West Germany wil l  participate. Mexico has let it be 
known that its principal interest is  in  tying the construc­
tion of the 20 reactors it projects by the end of the 
century ,  to a long-term transfer  of technology package. 

Strong United States participation in the bidding 
cou ld be a signa l  of  more positive changes yet to come. 
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Central America 

'Population warfare' takes bloody toll 
at behest of Haig, Socialist International 

by Dennis Small , Latin America Editor 

A strong sense of deja vu was aroused by the press 
coverage Christmas week of the latest tour through the 
Central American region of Sr. Felipe Gonzalez, the 
head of the Spanish Socialist Party and one of the leading 
lights of the Socialist International .  Gonzalez hopped 
around Panama, Cuba, Mexico, and Nicaragua for a 
week in mid-December, where, he met with Panamanian 
President Aristides Royo, Castro (twice) , Mexican Pres­
ident Lopez Porti l lo, Nicaraguan Junta member Daniel 
Ortega,  and various socialist political fi'gures in the area , 
Gonzalez's subject with each was the crisis in Central 
America, and the upcoming M arch 1 982 elections in EI 
Salvador in  particular, 

That sense of deja vu stems from Gonzalez's nearly 
identical shuttle activities precisely one year ago, in 
December 1 980. At that time, the Spanish Socialist was 
the principal l iaison between the Central American insur­
rectionary forces and the Socialist I n ternational appara­
tus that Was backing them . Gonzalez, in fact , fl itted 
between Washington, Panama, and Havana in the fi rst 
week of December 1 980, and personally activated the 
left's "final  o ffensive" in EI Salvador-the violent upris­
ing of that country's opposition forces that kicked off the 
meat-grinder civil war. 

At that time, we issued an extensive dossier on the 
Central America crisis, a dossier which stunned the major 
capita ls  of  the world for the "novelty" of  i ts  analysis . 
EIR argued that the principal actors responsible for 
triggering civil strife across Central America were: I )  the 
Socialist I n ternational, who openly bragged that they 
were financing "wars of liberation" in the Third World; 
2) the Society of J esus, or Jesuits, whose Theology of 
Liberation movement provides the vital infrastructure 
for the guerril las; and 3)  A lexander Haig and others 
within the Reagan administration and around think 
tanks l ik e  the Heritage Foundation who provided the 
"right" fo il to the Jesuit/Socialist "left ."  

EIR a l so  revealed one year ago that the central pol icy 
objectives of this axis were: I )  to trigger warfare that 
would deli berately depopulate Central America, as per 
the dicta of  the Carter administration's  genocidal Global 
2000 Report. As one of its authors , State Department 
official Thomas Ferguson, stated in a February interview 

EIR January 5, 1 982 

printed in EIR: "The government of  EI Salvador fai led 
to lower their population . Now they get a civil war 
because of it"; 2) to split up the emerging U . S . -Mexico 
al l iance for development, by duping Reagan into back­
ing the "rightist" forces in the area while pushing Mexi­
can President Lopez Porti l lo into supporting the " left" ;  
and 3) to use a polarized elwironment in the region,  and 
around Cuba in particular, to set another strategic mine­
field between East and West. 

The year's events in Central America have abundant­
ly and tragically confirmed,our origina l  evaluation .  

There were three distinct offensives launched b y  Haig 
and the Social ists in the course of 1 98 1 ;  in January­
February, in  Ju ly-August, and aga in in November-all  
designed to provoke a total  explosion .  In  each case, that 
explosion was narrowly averted thanks to diplomatic 
and pol itical " fi re-brigade" in itiatives by the Lopez Por­
ti l lo admin istration in Mexico, which was at the center of  
eliciting support for a negotiated solution from the Vat­
ican, Western Europe, and most d irectly , some of Presi­
dent Reagan's  more realistic friends and advisers. 

The result of  this series of  stand-offs is that Central 
America at the end of 1 98 1  has still not suffered the 
massive convulsion Haig et al. are seeking; but the policy 
of deliberate depopulation gained important ground .  As 
an upcoming EIR economic survey wil l  document in 
depth ,  the fragile economies of Central America were 
devastated in the course of 1 98 1 .  What the Salvadoran 
insurrection ists of  the FDP./F M N L F  (Revol utionary 
Democratic Front/Farabundo M arti National  Libera­
tion Front) failed to accomplish through targeting vital 
economic infrastructure for demolition,  the Internation­
al Monetary Fund completed through application of 
conditiona lities in  countries like Costa Rica. The result 
has been negative economic growth rates in every coun­
try in the area, and the creation of masses of refugees: 
EIR estimates that in EI Salvador and Nicaragua alone 
over 10 percent of  the total popUlation are today refu­
gees. 

Three rounds 
This cold-blooded process of devastation was 

thrown into motion on Dec . 26, 1 980, with the declara-
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tion by the FDR/FMNLF opposition forces in EI 
Salvador that they were launching their "final  offen­
sive" to seize power or at least ensure that "the situation 
in EI Salvador will be red-hot by the time Mr. Reagan 
arrives" in the White House on Jan .  20, 1 98 1 .  

That it was. Although the mil itary side of  the 
operation was woefully inadequate to defeat the Salva­
doran army, i t  created the political climate.desired by 
Secretary of State Alexander Haig . The loquacious 
General issued his famous, now-discredited "White Pa­
per in February 1 98 1 ,  in which he totally covered up the 
role of both the Jesuits and the Socialist International ,  
and blamed the entire destabil ization o f  Central Ameri­
ca on the Cuban and Soviet governments . Haig used 
this "big lie" to help freeze U . S .-Soviet relations, at 
precisely the point that President Brezhnev had ex­
pressed his wil l ingness to meet with President Reagan 
to discuss world problems. 

The State Department deployed specia l  emissaries to 
Europe and Latin America in February to try to organ­
ize support for Ha ig's  confrontationist approach . Si­
multaneously, the Foreign Minister o f  Mexico , Jorge 
Castaiieda-a Socialist International agent who fre­
quently breaks out of Lopez Porti l lo 's  control-began 
to cal l  for Mexico to break diplomatic relations with 
the Salvadoran Junta .  This move would have aligned 
Mexico with the area's left ,  against the United States, 
and led quickly into ful l-scale regional war: Mexico 
i tself would have been ravaged by the consequences. 

But Lopez Portil lo, despite growing leftist pressure 
at home, refused to break diplomatic relations with the 
Salvadoran Junta . He organized various Latin Ameri­
can nations in favor of a negotiated politica l solution to 
the Salvadoran crisis, and issued a benchmark commu­
nique to that effect after an April  1 98 1  meeting with 
Panamanian President Aristides Royo. Their call also 
urged all foreign powers-meaning both the Cubans 
and the United States-to halt arms shipments into EI 
Salvador so that the crisis there could be cooled out .  
Brazil told Haig's envoy General Vernon Walters that 
they found the State Department "White Paper" a 
misleading, incompetent document, and that the objec­
tive situation did not j ustify any Brazi l ian intervention 
into Central America. 

The Vatican also a ligned itself with the Mexican call 
for a negotiated solution ,  through the Archbishop of  EI 
Salvador, Arturo Rivera Damas. And the Schmidt 
government in West Germany sent Schmidt confidant 
H ans-Jiirgen Wischnewski on  a tour of Central America 
which directly countered Haig's provocative approach . 

The second round of provocations began promptly 
in July. The most radical fact ion in Nicaragua strength- i 

ened its control within the rul ing Junta in the early 
, summer, by signing a $ 1 00 million accord with Libya , 

and by purging from the government the relatively 
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centrist Vice-M inister of the Interior, Eden Pastora . 
Simultaneously, the Socialist Foreign Minister of 
France, Claude Cheysson, made a week-long tour of 
Central America to communicate the Socialist Interna­
tional ' s  fu ll backing for a renewed uprising in the area. 
Similar visits were made by Father Theodore Hesburgh 
of Notre Dame University, who runs extensive radical 
church networks in 'Latin America; from a Khomeini 
patron ,  U .S .  Attorney General Ramsey Clark; and from 
the various regional Superiors of the Society of Jesus, 
who gathered in Panama in July .  

The effects of this  mobil ization violently emerged on 
July 3 1 ,  when Panamanian strongman Omar Torrijos 
was murdered in a plane crash . Reliable intelligence 
sources informed EIR at the time that Torrijos had been 
working quietly with Lopez Porti l lo to try to cool 
tensions in the �egion, and the Jesuits and Socialist 
I nternational therefore viewed him as an obstacle to 
their plans . 

Haig meanwhile moved to put the " right" side of  
the scenario in place, quietly increasing the military 
presence of U .S .  and varioiJs surrogate American forces 
across Central America . On Aug.  25 ,  EIR exposed the 
fact that a "September Scenario" to blow up Central 
America had been put in place by H aig et aI. , and 
communicated more detailed information on these find­
ings to various governments and intel ligence agencies. 

The Mexican government, for its part, foresaw what 
officials 'described in private at the time as the imminent 
"Vietnamization" of Central America by Haig and 
allied forces . On Aug .  28 ,  they issued a communique 
with the French government, in which the opposition in 
HI Salvador was 'described as a "representative politica l 
force" that had to be brought into negotiat ions. 

Despite strenuous efforts by ' H aig, and attempts 
within Latin America to counter-organ ize against Mex­
ico, Lopez Porti l lo met with President Reagan in Grand 
Rapids, Michigan on Sept .  1 7- 1 8 , and convinced Rea­
gan that the Mexican option for EI Salvador was 
sounder than Haig's .  Four days later, Reagan met with 
Salvadoran President Jose Napoleon Duarte. In a 1 80-
degree shift in American policy, he urged Duarte to 
reach a negotiated settlement to the war, and even 
publicly suggested that Mexico could help to mediate 
such a solution .  

This rebuff from Reagan si lenced Haig and his  
Jesuit partners only unt i l  early November, when they 
launched their third attempt of the year to blow Central 
America sky-high .  Haig, Thomas Enders, U .N .  Ambas­
sador Jeane Kirkpatrick, and other U .S .  officials a l l  
issued highly provocative attacks at the t ime on the 
government of Cuba and Nicaragua, charging them 
with fomenting revolutions throughout Central Ameri­
ca, and threatened them with the possibil ity of direct 
mil itary action to stop these activities . A naval block-
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ade, for example, was openly discussed i n  the press as a 
live' American option . 

And Henry Kissinger was deployed to South Amer­
ica to l ine up support for Haig's  provocation .  He scored 
his greatest success in Argentina,  where the faction 
favoring Argentine involvement in Central America 
came to power in a coup in mid-December. 

Hilig's "mad dog" routine received indispensable 
support from a cast of characters including Fidel Castro 
and various Nicaraguan leaders . Thei r mutual insults ,  
threats ,  and provocations quickly became known 
among Washington insiders as the "AI and Fidel 
Show ." Tensions in the region thus continued to mount 
steadily.  

Once again Lopez Porti l lo i ntervened, issuing a 
pointed declaration on Nov. 20 in which he demanded 
an end to the "verbal terrorism" on both sides. Mexico 
received enough backup in this effort from the pro­
detente faction in the Soviet Union,  from mi litary 
realists i n  the U .S .  Pentagon, and from among other 
Latin American nations, to succeed in putting a political 
gag over Fidel ,Castro's mouth as of  this writing .  
Although the  Nicaraguans have no t  yet responded to 
the same pressure, Haig was unable to muster enough 
votes at the Dec. 2 meeting of  the Organization of 
American States to pass a resolution condemning Cu-

ban and Nicaraguan "expansionism ." He had to settle 
for a communique endorsing elections in EI Salvador 
before political negotiations occur between the warring 
bands, a position Mexico strongly and j ustifiably op­
poses . 

The economic factor 
What awaits Central America in 1 982 is renewed 

efforts to unl".l-\sh total popUlation warfare in the region . 
The Socialist I nternational has reiterated its commit­
ment to plunge the area into chaos, as reflected in the 
latest tour by Felipe Gonzalez .  The Jesuits, although 
besieged by the Vatican ,  remain very powerful in Cen­
tral America . The new Galtieri government in Argen­
tina gives ! I aig an additional factor of support in the 
Southern Cone for his interventionist strategy . 

Both left and right intend to use the prelude to the 
elections in EI Salvador and Guatemala scheduled for 
early 1 982 to accelerate regional mayhem . The in itia­
tives and political combinations which Mexico found 
adequate to hold Haig and the Socialists at bay 
throughout 1 98 1  will be inadequate for the task in 1 982 .  
The economic devastation of  Central America, its grow­
ing depopulation,  must itself be reversed if there is to be 
hope of maintaining any kind of political stability in  
that war-torn area . 
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South Asia 

India under cloud of 
Pakistan war danger 

by Daniel Sneider, Asia Editor 

The past year has bred a new hot spot, one fraught with 
extreme danger, which may emerge in next year's front 
pages: South Asia, where, in the shadow of  Afghanistan ,  
war clouds are gathering over Pakistan and Ind ia .  We 
may witness another war between I ndia and Pakistan,  a 
war which cou ld include the first use of nuclear weapons 
since World War I I .  

The dangers i n  the South Asian subcontinent are not 
principally caused by the Soviet intervention into Af­
ghanistan, as U . S .  po licy-makers contend .  They are in­
stead the result of the combined efforts from outside the 
region to mil i tarize the area and make it an arena for 
superpower confrontation .  The immediate trigger is the 
decision of the U . S .  admin istration to provide an unsta­
b le, unpopular mil i tary dictatorship in Pakistan , one 
known to be engaged in  a semi-clandestine effort to 
achieve nuclear weapons capabi lity, with a massive infu­
sion of sophisticated U .S .  arms. 

The Reagan administration' s  pol icy toward South 1> 

Asia essential ly picked up where the Carter-Brzezinski 
policy left off. Brzezinski ,  who distinguished himself 
during a visit to Pakistan by melodramatically stan9ing 
at the Khyber Pass and pointing a Chinese-made ma­
chine gun at Afghanistan, had made an earlier offer of 
arms aid to Pakistani mi l itary d ictator General Ziaul 
Haq, an offer rejected as "peanuts . "  During the visit of 
James Buckley, Undersecretary of State for Security 
Assistance Programs, to Pakistan in the spring, the deal 
was considerably sweetened . By the end of the year, the 
U .S .  Congress approved, in principle, a six-year, $3 .2  
bi l l ion a id  package which included the  sa le  of tanks and 
the most sophisticated jet fighter in the NATO arsenal ,  
the F- 1 6, a plane capable of delivering nuclear weapons .  

The Reagan administration ,  l ike the one before it ,  
sold the deal as an effort to bolster Pakistan against the 
Soviet U nion and to bui ld up Pakistan as a mi li tary 
linchpin in the U . S .  "Rapid Deployment Force" defense 
of the Persian Gulf  region .  In rea lity, as numerous critics 
pointed out, the Pakistani regime itsel f admitted that it 
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has no intention to go to battle against the Soviet Union,  
but rather seeks to bolster i ts  aggressive capability vis-a­
vis neighboring I ndia, against whom 80 percent of al l  
Pakistani armed forces are currently deployed . 

The I ndian government of Prime Minister Indira 
Gandhi repeatedly and forceful ly argued that at mini­
mum, the U .S .  move would fuel a dangerous and eco­
nomically wasteful arms race in the region, and threatens 
to lead to war. As Mrs .  Gandhi told EIR in an exclusive 
interview this September: "Our concern is  not just our 
own concern .  We see the problem in the larger context of  
world confrontation ."  

Since the  awesome January 1 980 electoral victory 
which returned M rs .  Indira Gandhi and the Congress 
party to power, I ndia has reasserted itself. Mrs.  Gan­
dhi 's role as one of the most experienced statesmen in 
world politics has been clear during the past year at 
such events as the Cancun North-South summit, where 
the I ndian leader was a spokesman for all developing 
countries . During many trips abroad as well as at home, 
M rs .  Gandhi has repeatedly sounded the theme of the 
danger of war and the necessity of world economic 
development to ensure peace . 

M rs .  Gandhi 's  personal leadership is based on the 
importance of I ndia itself, a nation of 700 mil lion which 
despite severe problems of poverty has achieved sign ifi­
cant industrial and scientific/technological development 
and agricultural self-sufficiency . While the World Ban k  
and the I M F  this past year promoted the model o f  
Communist China,  democratic India's achievements are 
not considered noteworthy or praiseworthy .  Yet India 
has demonstrated the abi lity to make steady progress 
whi le maintain ing the largest democratic republic in the 
world . 

Over the past year, with relative pol itical stability 
prevail ing under the Gandhi government, significant  
progress has  been made to  restore forward momentum 
to an economy debilitated by the anti-i ndustrial , ruralist 
policies of  the previous regime. Record harvests are 
anticipated , and large j umps in industrial production 
and infrastructural performance have been achieved . 

The Indian government is looking forward to the 
fruits of massive investment in oi l  exploration . Several 
new and potentially major oi l  fields were discovered this 
past year ,  raising hopes that by mid-decade India could 
be largely free of the burden of oil imports which 
currently eat up 80 percent of export earnings. That,  
combined with ongoing development of nuclear energy, 
could fuel a major expansion of Indian industrial 
strength , bringing India closer to the status of a major 
world economic and pol itical power in the next century .  

Al l  this, a s  Mrs .  Gandhi has pointed out, i s  what i s  
threatened directly by  the dangers of war in South Asia, 
by a reckless and nonsensical fueling of a new "hot 
spot .  " 
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China 

Deng's chickens 
come home to roost 

by Gregory F. Buhyoff 

As 1 98 1 comes to a close, Chinese Comm unist Party 
Vice-Chairman Deng Xiaoping is faced with politica l ,  
economic,  and foreign-pol icy crises , a l l  of which stem 
from his "pragmatic" reforms over the past two and a 
half years. N ot only is the economy in a mess as a resu lt 
of the " re-adj ustment" pol icy of massive cutbacks and 
austerity; a breakdown in discipl ine among cadres na­
tionwide threatens poJitical instability, while Deng and 
his faction face the politically dangerous prospect of 
losing the " strategic relationship" with the United States 
over the question of U .S .  arms sales to the Nationalist 
regime in Taiwan. Though Deng remains in tenuous 
contro l for now, the situation indicates that his chickens 
are coming home to roost. 

From press accou'l1ts at the beginning of the year, one 
could hardly have predicted such a year-end state of 
affairs in China .  Saccharine reports heralded the rise o f  
Deng and his faction of  "pragmatists , "  and  advocates of 
a U . S .-China "strategic al liance" conjectured lustfu l ly 
over the implications of a Deng-Ied China. Deng's 
"modernization," they argued , would be enough to per­
suade Ronald Reagan to discard his affection for Taiwan 
in favor of  the "China Card" pursued so vigorously 
during the Carter administration .  The radical Gang of 
Four had j ust  been subdued , and the naming of Deng 
intimate Zhao Ziyang as Premier in the autumn of  1 980 
ostensibly cleared the way for a new pol icy line that 
would lead China out of Maoism . 

However, careful  observers, notably the EIR. provid­
ed more sobering estimates of the political situation in 
China .  Deng's  abil ity to harness support from conserva­
tive political and mil itary elements waned rapid ly after 
the tria l  of  the Gang of Four, and he met stiff opposition 
as he began to push ahead for unfettered contro l .  Seven 
months passed before Deng was able to hold the long­
awaited Sixth Party Plenum , where a di luted resolution 
assessing the contributions and mistakes of  Mao was 
finally passed . The demotion of Party Chairman and 
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Deng-opponent H ua Guofeng was also achieved at the 
J une plenum, but with great difficulty, and the un­
changed overall composition of  the powerful Politburo 
ensured that Deng would not have carte blanche. 

Since the fall of 1 980, Deng accelerated the economic 
retrenchment policies begun in late 1 978 ,  when savage 
cutbacks were made in capita l  improvements and in basic 
industry wh ile efforts focused on l ight industry and 
consumer goods . Major capital construction projects 
were cancelled and factories were closed , leaving 
hundreds of  thousands jobless. China's credibil ity with 
foreign investors sank to an all-time low. 

Deng has shown no signs of giving an inch . On the 
contrary, in what appeared to be a " flight forward" 
denial of  reality , Zhao Ziyang acclaimed the successes o f  
the year and  announced at December' s National People's 
Congress that re-adj ustment would continue for at least 
five more years . 

I n  a country where, as Agriculture V ice-Minister Du  
Runsheng admitted i n  November, one-third of  some 800 
mil l ion peasants must rely on government handouts ,  the 
implications of further austerity are genocidal .  

The deliberate gutting of  the economy's abil ity to 
provide for the Chinese population , however, is not 
surprising from a regime that has a lready stated officially 
its commitment to depopulating the country by some 550 
mi l lion between 2000 and 2080. I n  accordance with this 
policy, China is carrying out a national campaign of 
forced abortions ,  steri lizations, and even infanticide, in 
cases where couples violate the one-child-only law. 

Deng has had to contend with widespread breakdown 
of  party discipl ine and other " unhealthy" trends .  The 
"open door" policy which opened up China to infl uences 
from Hong Kong and the West is being blamed for 
fueling "bourgeois liberalism,"  (a catch-all term for 
officia l  corruption) ,  and "anti-socialist" dissent. 

Hut perhaps the most dangerous near-term prospect 
for Deng is the l ikelihood of U . S .  arms sales to Taiwan .  
Since Alexander H aig's visit to Peking this June, when 
he mooted the possibility of arms sales to China, Wash­
ington 's  sim ultaneous consideration of arms sales to 
Taiwan has made Deng extremely cautious lest factional 
opponents accuse him of accepting an arms trade-off at 
the expense of  China' s sovereignty . The vis it  to Washing­
ton by Deputy Chief of  Staff Liu Huaqing scheduled for 
August was scrapped without explanation . To shield 
himself should the arms to Taiwan be approved , Deng 
has been trying to distance himself from Washington by 
referring to the Uni ted States as a "hegemon ist" (a term 
usually reserved for the Soviet U nion), and threaten ing 
that China will "react sharply" to any sale of U .S .  
weaponry t o  Taipei. Nevertheless, Deng is  clearly wor­
ried that Peking' s " America Card" pol icy of manipula­
tion of U . S .-Soviet con frontation wil l fai l  to capture 
Reagan ,  and its fai lure could take Deng down with it. 
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Japan 

Tokyo emerges from the strategic 
shadow of the United States 
by Daniel Sneider, Asia Editor 

Since May 1 98 1 ,  the Suzuki admin istration of J apan has 
begun to shape a policy which is by no means "anti­
American" but which seeks to define J apanese policy in 
terms of Japanese national interest and which is wil l ing, 
usua lly quiet ly ,  to make is clear where the Un ited States, 
not Japan , is going wrong . This change has been most 
evident in Japanese po licy toward the developing coun­
tries, in  the Japanese insistence , which was manifested at 
the Cancun N orth-South summit meeting, that tensions 
i n the Third world (which can lead to war) must be 
fundamentally reso lved not through East-West mi litary 
con frontation but through stabi lization by means of 
industrial  and agricultural development. 

The crucial turn of events in Japan's stepping out of 
the strategic shadow of the U nited States into a more 
independen t role in  world affairs can be traced to the 
aftermath of Prime Minister Suzuki 's  M ay visit to the 
United States . A furious pol itical controversy developed 
in Japan over the use of the word "all i ance" in the U .S . ­
Japan joint communique, with Suzuki publicly repudiat­
ing that formulation and the impl ication of Japan acced­
ing to U .S .  pressu res for a NATO-style mi l itary al l iance 
with the United States . Foreign Minister Ito, closely 
identified with the pol icies of A lexander Haig, was forced 
to resign for responsibi l ity for the communique fiasco . 

The basis of this Japanese view, and of tensions 
between the U nited States and Japan,  is Japan ' s  superior 
understanding of practical economics , which has been 
belatedly recognized in the past year' s spate of American 
books and articles purporting to unvei l  the secrets of 
Japan's economic success . The problems do not l ie be­
tween Suzuki and Reagan, who in fact got along well in 
their M ay meeting.  They l ie in J apanese refusal to accept 
the premises and consequences of the U .S .  Federal  Re­
serve's d isastrous policy of depression-inducing austerity 
for both the advanced and underdeveloped countries. 
Japan instead has attacked Volcker and cal led for growth 
policies for the world economy . This question l ies at the 
root of the U . S .-Japan tensions; and it is the necessity 
driving Japan to assert itself in world affairs . 

The past 1 0  years of  Japanese po litics have been 
relatively tum ultuous, witnessing changes in leadersh ip 
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from the scandals which brought down Prem ier Kakuei 
Tanaka in 1 974 to the surprising ousting of Premier 
Takeo Fukuda in 1 978 ,  the sudden death of Premier 
Ohira in the spring of 1 980, and the success ion of Prime 
Min ister Zenko Suzuki ,  almost unknown outside Japan . 
Much of this has taken place within the byzantine world 
of the ruling conservative Liberal Democratic Party .  
But it has also m irrored at every point a fundamental 
debate within the Japanese elite. 

, Two strategic views 
In the post-war period , Japan has shaped its outlook 

and i t s  role so lely in the context of its ties to  the United 
States , assuming a world in which the United States 
remains the foremost world power. During this past 
decade of international monetary turmoi l ,  the Japanese 
have debated how to deal with a world in which the 
Un ited States is no longer supreme and the world 
economy is perilous .  One side of the debate advocates 
that Japan unswervingly ride the rol lercoaster of U .S .  
policy wherever i t  leads, a n d  g o  down with the sh ip i f  
necessary, a s  there i s  n o  a lternative. The late Premier 
Ohira was an adherent of that view, as was Ito.  

During the Oh ira period Tokyo fo llowed Washing­
ton, i .e .  the Carter admin istration ,  to a degree un­
matched in Western Europe. Japan adhered strictly to 
the post-Afghan istan economic boycott of the Soviet 
Union , foregoing bi l l ions in trade dea ls .  Ohira also 
moved in response to U .S .  demands for a greater 
mi l i tary bui ldup and the integration of Japanese forces 
in NATO-type regional defense structures . This also 
implicitly placed Tokyo in support of the strategic 
concept of a Tokyo-Peking-Washi ngton axis against 
the Soviet U n ion in Asia, an axis intended to replace 
the weakened U .S .  strategic/mi l itary presence in the 
regIOn . 

On the other side of the debate, though more cloudy 
and different iated , i s  the view that Japan m ust make its 
own way, though not in opposition to the United States . 
Some in this camp advocate independent rearmament 
of Japan , up to and incl uding nuclea r  weapons; but 
most favor a more flex ible, independent foreign policy 
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which a l lows Japan, when necessary, to assert its 'nation­
al i nterest even when it means a clash with current U . S .  
pol icies . 

During i ts fi rst year, the Suzuk i  admin istrat ion had 
no apparent distinct pol icy and Suzuki , who succeeded 
as head of Ohira's faction in the LOP, seemed to fo l low 
the Ohira approach . The M ay controversy and the 
ouster of  Ito and his rep lacement by Foreign M in ister 
Sunao Sonoda soon showed a new approach in  po l icy . 
I n  early June the Japanese b luntly rejected U .S .  de­
mands,  made at a H awaii meeting on defense-po l icy 
coordinat ion,  for further defense spending bui ldup.  In  
mid-J une Suzuk i  went to  Western Europe, partly to  
prepare for the Ottawa summit meet ing,  a t r ip  which 
was s ign ificant for the renewal  of close cooperat ion 
between J apan and West Germany, a po licy markedly 
pursued by Fukuda and dropped by Ohira .  The corner­
stone of  that cooperation was a German-Japanese 
agreement on the need to vigorously and publicly 
oppose the U .S .  high- interest-rate pol icy at Ottawa and 
elsewhere . Polit ical speculation in J apan noted, not 
co incidental ly,  the rising ro le of Fukuda as the key 
adviser to Suzuki  on foreign pol icy matters . 

Foreign M i n ister Sonoda earned himself controver­
sy for his b lunt  statements on U .S .  pol icies-for which 
he was later sacrificed in  a November cabinet reshuffle, 
although on ly on the issue of "style ."  At  the J une 
meet ing of the Southeast Asian nations in M ani la ,  
Sonoda pointedly told Haig that U .S .  demands were 
endangering the U .S .-Japan treaty structure, and also 
pointedly jo ined Southeast Asian nations in  cri t icizing 
Haig ' s  flam boyant statements in  Peking,  which the 
Secretary of State visited en route to Mani la ,  on the sale 
of U . S .  arms to the Chinese reg ime .  At the September 
Sh imoda conference of top A merican and Japanese 
policy-makers, U .S .  participants were reportedly 
shocked by tne wil l ingness of  the usua l ly polite and 
often deferential Japanese participants to lambast the 
stupid ity of U .S .  economic policy, its China Card 
pol icy, and its overemphasis on the "�oviet threat ."  

In  the  fal l ,  with the visit of PLO head Arafat to  
Japan ,  the Suzuki government put i t s  weight behind 
efforts to reach a comprehensive M iddle East settle­
ment ,  inc lud ing backing the Saudi Fahd p lan . 

J apan on North-South relations 
Perhaps the most significant and long-term sign of 

an emergent Japanese policy in  the world is the ap­
proach toward North-South re lat ions .  Japan ,  a nation 
total ly dependent on world trade for i ts energy , raw 
mater i a ls  resources, and much of its food,  is natural ly 
sens i t ive to the condition of developing nations . Japan ' s  
very survival depends on an expanding world market, 
which necessari ly means the development of the Third 
World .  During the past year the Japanese have vastly 
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expanded their own capital lending to the developing 
countries ,  a policy of a emergent Tokyo capita l  market 
which had started earlier in the m id-70s, but had been 
curbed during the Ohira administration . Large-scale 
Japanese delegations have vis ited countries like Mexico; 
specifical ly ,  b i l l ions of dol lars have been committed in 
s upport of  Mexico 's  grand industria l ization plans, and 
not incidenta l ly are helping to secure for Japan stable 
supplies of  petroleum . 

The most vis ib le expression of this Japanese com­
mitment came at Cancun , where Premier Suzuki offered 
to play the role of a bridge and mediator between North 
and South . In his open ing speech , a speech which won 
the praise of Th ird World delegates, Suzuki stated that: 

"The road ahead calls for each of us to abandon the 
fa lse perception that the in terests of North and South 
conflict with each other,  and for both the developed and 
developing countries to extend the hand of cooperation 
to one another in  order to revital ize the wor ld economy 
and to atta in  the goal of world peace and prosperity ."  

These vi ews,  and the  Japanese b id to  play a mediat­
ing role, have great cred ib i l ity preci sely because Japan 
has the unique experience among the advanced industri­
a l  nations of having advanced in the last hundred years 
from a backward, underdeveloped stat us . Suzuki made 
this point h imself: 

"When Japan began to grapple with the task of 
modern izing the nation about 1 00 years ago , i t  was a 
poor country, smal l  in area and poor in natural re­
sources , inhabited by 30 mi l l ion  people .  It had no 
advanced technology and very l ittle capital .  Its leaders 
were, however, fi l led with the ardent reso lve to atta in 
progress and growth , believing that educat ion' was the 
most essent ia l prerequis ite for nation -bui ld ing, and 
worked with dedication and determ ination to lay the 
foundation for education of  the people . . . .  " 

The U . S .  response to this Japanese attempt to assert 
its role as a responsible leader, a cl iche demand chron i­
ca l ly made by the Un ited States upon the a l legedly 
passive J apanese, was the deliberate sabotage of  Japa­
nese mediating efforts by Secretary of  State Haig, who 
went even to the length of  b locking any personal 
meeting between Suzuki  and Reagan . It thus appeared 
to many ,  even in Japan,  that Japan had once again 
"fai led" to play an important ro le in  the world, deprived 
of the opportuni ty by the U .S .  

I n  reality such an event reveals something quite 
d ifferent-that J apan can and must play a specia l  
leading ro le  in  ensuring wor ld  peace and stab i l ity 
through its superior grasp of the fundamental principles 
of economic growth, manifested in  Japan as a model 
for the rapid development of the developing nations . 
Those who accuse Japan,  the th i rd greatest econom ic 
power in the world,  of fa i l ing to match that economic 
power with po l it ical strength have missed the point .  
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The legacy of Civiletti 
still hangs over Justice 
by Warren J. Hamennan, Chairman, NationhI Democratic Policy Committee 

One year ago, during the transition between the Carter 
and Reagan administrations, EIR founder Lyndon 
LaRouche, Jr .  warned that unless the incoming admin­
istration cleaned the entrenched apparatus held over 
from Benjamin Civiletti ,  Ramsey Clark, Edward Levi ,  
and Robert Kennedy out of the Department of  Justice 
(DOJ), it would be beseiged by terrorism, "Watergate"­
style political destabil ization , police-state persecution,  
and even assassination .  In  the course of  1 98 1 ,  the toll of  
fail ing to heed LaRouche's policy counsel has  been paid 
in blood. 

Even though Benj amin Civiletti 's attorney-general­
ship was of  brief duration-from the summer of 1 979 
through January 1 98 1 -the words "assassination" and 
"Abscam" evoke tbe fact that the history of 1 98 1  has 
been, to an ominous extent, the history ·of Civiletti ' s  
legacy. It was under Civiletti , fi rst as Director of the 
Criminal Division of  the DOJ and then as Attorney 
General, that the Department of Justice itself openly 
became the protector of  Libyan and Iranian assassins, 
the Weathermen and other terrorist groups, and big-time 
narcotics traffickers. It was under Civiletti ,  as well ,  that 
the DOJ nourished political frameup artists and convict­
ed felons to unconstitutionally target for destruction the 
U .S .  Congress and other institutions of government, 
including the executive branch itself. 

Civiletti took the reins of a police-state apparatus 
carefully insinuated into the Justice Department for 20 
years beginning with the Kennedy (DOJ) "old-boys" 
network around Walter Sheridan, the "inside" man in 
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the assassination o f  President John Kennedy in 1 963, and 
continuing through Lyndon Johnson's Attorney General 
Ramsey Clark , the promoter of  Ayatollah ,Khomein i ,  
and Gerald Ford's Attorney General Edward Levi, the 
champion of  the civil rights of terrorists. Not only did 
Civiletti 's tenure in office represent a period of  sustained 
assault by the DOJ on constitutional government and 
democratic institutions, but its legacy continues to 
threaten political life with descent into an Orwell ian 
1 984. 

I ndeed, although Civiletti himself left office with 
Jimmy Carter, the DOJ under William French Smith has 
maintained many holdovers from the Civiletti apparat: 
men such as John Keeney, the No . 2 man in the Criminal 
Justice Division; M ichael Shaheen, head of the Office of 
Public Responsibi li ty; U .S .  Special Prosecutor Thomas 
Puccio;  and M ichael DeFeo, head of the Organized 
Crime Strike Force west of  the Mississippi . 

Terrorism 
During April of 1 980 EIR published the assessment 

that its "investigation concerning the series of pardons 
granted to terrorists and their supporters has . revealed 
that Attorney General Benjamin Civiletti is personally 
responsible for these acts . I f  any of the fol lowing 
individuals are involve,d, directly or indirectly, in any 
form of terrorist or political violence, then the guilt 
must be laid squarely on the shoulders of Attorney 
General Civiletti, just as if  he had pulled the trigger or 
planted the bomb." 
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The list included Kathy Boudin and seven other 
mem bers of the Weatherunderground .  On Oct. 20, 1 98 1 
Kathy Boudin ,  others from the Weathermen and var­
ious terrorist al l ies were arrested for a bank robbery 
shootout in suburban Rockland County ,  New York in 
which two pol ice officers and a private security guard 
were brutal ly murdered . Two years earlier, on Oct. 2 1 ,  
1 979, DOJ spokesmen for Attorney General Civi letti 
announced the dropping of federal warrants against the 
self-same Kathy Boudin and seven other Weatherunder­
ground fugitives dating from the 1 969 "Days of Rage" 
riots in Chicago and the 1 970 townhouse bombing in 
New York .  

From the period when Civiletti became the Director 
of the Criminal  Division of the DOJ in 1 977 ,  through 
his tenure as Attorney General, he participated in the 
pardoning or dropping of warrants against 1 8  known 
terro�i sts  including: Kathy Boudi n  and seven other 
members of. the Weatherunderground;  three Puerto 
Rican terrorists imprisoned for an armed attack on the 
U .S .  H o use of  Representatives in  1 950; the man impris­
oned for an  assassination attempt against President 
Truman;  three members of the Republ ic of New Africa 
imprisoned in  1 97 1  on charges ranging from possession 
of stolen weapons to murder; two members of the New 
Years Gang who bombed the U niversity of Wisconsin 
Army Math Research Building in  which one student 
died; and Eldridge Cleaver, the leader of the Weather­
underground faction of the Black Panther Party . 

After the Weatherunderground bank robbery and 
murders i n  N yack , New York last  October, Civi letti 
told a reporter that he did not have "any particular 
recol lection of  events" in freeing Boudin or other 
terrorists .  In the case of the release of the four Puerto 
Rican terrorists, Congressman Garcia (D-N .Y . )  offi­
cial ly stated the role of the then-Di rector of the Criminal 
Division ,  Civi letti : 

I worked closely with Civi letti . . . .  Civiletti visited 
my office twice on the question of their release. 
Bell was Attorney General at the time. He was 
okay, but Civi letti was the brains behind it. He 
took a personal interest in the case . "  

The  release of the Puerto Rican Four  stimulated an 
enhanced level of terrorist activity by the F ALN and 
other Puerto Rican terrorist groups, resu lting in a series 
of attacks on U .S .  military personnel . 

Civiletti was also directly involved in undermining 
U .S .  i nternational intel ligence capabi li ties, freeing the 
hands of the controllers of international terrorism . He 
personally approved the decision to block the prosecu­
tion of former CIA agent Philip Agee at a time when 
Agee was roaming Western Europe and the Caribbean 
co lluding with terrorist organizations and publ icly ex­
posing Central Intelligence Agency station personnel 
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abroad, in addition to b latantly turning over classified 
information to the KGB and Cuban and British intelli­
gence services .  

Libyan and Iranian assassins 
On July 22, 1 9 80 Ali Akbar Tabatabai, the head of 

the anti-Khomeini Iran Freedom Foundation ,  was as­
sassinated in Washington , D .C .  by a network headed 
by I ranian Bahram Nahidian , the Carter administration 
"contact" to Khomein i .  The next day top Carter admin­
i stration officials met i n  Civiletti ' s  office and decided to 
prevent law-enforcement officials from pursuing the 
assassins for reasons  of "national security . "  Local law 
enforcement officials, in  fact ,  had been prevented by 
Civi letti and others from impeding the activities of 
N ahidian and the M uslim fundamentalist assassins for 
severa l  months before the actual  m urder. 

The national security issue at stake in  Civi letti ' s  
activities was  the  coverup of Bil ly Carter's relationship 
to Qaddafi and the Libyans .  High level intelligence and 
law-enforcement officials have recently confirmed that 
several of the Libyan hit men who have been stalking 
President Reagan were let into the country on "student 
visas" by Attorney General Civi letti . According to 
sources, at least two of the assassins now loose in 
America were in attendance at receptions given by the 
Libyan ambassador in Atlanta, Georgia and Washing­
ton , D .C . ;  the co-host of those receptions was Bi l ly 
Carter. And Benjamin Civiletti, as EIR previously doc­
umented, guided the coverup of the Carter administra­
tion' s  shadowy and corrupt connections to the nether­
world of Libyan terrorists and Qaddafi ,  and their 
patrons (see article, page 30). 

The Williams case, Abscam and Brilab 
During 1 98 1  international indignation has grown 

against the way the Civi letti DOJ unconstitutionally 
framed the innocent Sen . Harrison  Will iams (D-N .J .) .  
Under Benjamin Civi letti , the DOJ and FBI were openly 
transformed into a "political pol ice, " conducting fra­
meup and extortion campaig!1s against perceived polit­
ical opponents of the administration . According to the 
Annual Report of the Attorney General, the four-year 
tenure of President Carter saw over 20,000 Americans 
jailed as the result  of over 85 ,000 "white collar crime" 
i nvestigations launched by the FBI and DOJ . While 
Senator Wil l iams and n umerous congressmen were vic­
tims of Abscam,  labor officials were indicted under the 
DOl's Bri lab operation . 

To conduct these frameups, Civi lett i employed thou­
sands of convicted felons p rotected by the Federal 
Witness Protect ion Program to "sting" the targeted 
individuals .  

On Oct . I ,  1 98 1  Senator Wi l l iams announced his 
fi ling of a $6 mi l l ion civi l  law suit against Civi letti; 
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current FBI director Wil l iam Webster; Phil ip Heyman ,  
deputy attorney general under Civiletti ; Irvin Nathan ,  
former deputy assistant attorney general; Me l  Wein­
berg, the convicted felon used by Civi letti to manufac-

. ture the aroma of crime in the Wi l liams case; three FBI  
agents; and Thomas Puccio,  the  Abscam prosecutor 
who violated Senator Wil l iams's constitutional rights 
with abandon . 

A lthough Wil l iams had refused every bribe, he was 
convicted at the rigged trial conducted by Federal Judge 
George Pratt . During the trial the judge and prosecu­
tion withheld internal  DOJ memoranda which proved 
Will iams's innocence. Secret grand-jury documents sub­
sequently revealed demonstrate that the Civi letti DOJ 
arranged for Judge Pratt to preside over the case 
because he was in "Justice Department contro l . "  

On Nov .  1 7 , 1 98 1  Senator Wil l iams requested of his 
Senate peers the right to conduct an extraordinary ful l  
trial before the Senate itself, with the intent of cross­
examining Civiletti , among others. In late November, 
Senator Williams took the unprecedented action of 
going to federal court in  Washington to demand a ful l  
trial  before the Senate. 

Two days later , Katharine Graham's Washington 
Post ran a front-page box and long feature article 
attacking Senator Wi l li iams and M r. LaRouche, who 
mobilized a national campaign to block Wi l liams's 
expulsion, for forcing to the surface the Nazi corruption 
in the Carter Justice Department. LaRouche and his 
associates in the 9,000-member National  Democratic 
Policy Committee (NDPC)-one of the largest political 
action committee memberships in  American politics­
could blow the lid off more than Abscam . Wil l iams 
himself has publicly charged that among Jimmy Car­
ter's and Benjamin Civiletti 's primary motivations for 
"getting" Wil l iams was that in 1 976, and again in 1 980, 
the Senator was in the midst of national efforts to 
prevent Carter from winning the Democratic Party's  
presidentia l nomination .  

The N ov .  25 Post article states: "Senator Wil liams, 
who said the N DPC represents his most active grass­
roots support, described LaRouche and his supporters 
as 'very thoughtful  people' and said thei r  research into 
the constitutional questions raised by the Abscam case 
have been 'very accurate . '  . . .  I n  literature discussing 
what he describes as the ' frameup' of Wil l iams, La­
Rouche . . .  describes Abscam as a 'treasonous' action 
designed to break the wi l l  of Congress , then goes on  to 
doubt the 'moral capacity' of Congress to stand up to 
it .  'There are mem bers of Congress on both sides of  the 
aisle so degenerate or so swayed by pol itical opportun­
ism that they variously promote or condone po licies 
more hideous than those perpetrated by Albert Speer 
and others under Adolf H itler , '  he writes . . .  " On Dec. 
I ,  the Senate officially announced that expUlsion pro­
ceedings against Senator Wil l iams would be indefinitely 
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postponed after Will iams had established that unconsti­
tutional ,  i l legal and unethical conduct by Civiletti 's 
Justice Department as well as direct perjury pervaded 
the investigation and prosecution,  and Sen. Daniel 
Inouye (D-Hawaii) stepped forward as Wil liams's coun­
sel  before the Senate. 

'Reagangate' 
The case of Senator Wil l iams transcends all tradi­

tiona l  partisan considerations.  In February 1 98 1  EIR 
warned that the new President would be the target of  
po litical " Reagangate" scandals and assassination 
threats from the same people who engineered the frame­
up of Harrison Williams .  Throughout 1 98 1 ,  the news 
division of NBC, the New York Times and Washington 
Post, and the Justice Department network once wielded 
by Civiletti did indeed launch a continuous "Water­
gate" targeting of Reagan through the Donovan and 
other scandals. The team of Abscam prosecutor Thomas 
Puccio and Kennedy "old-boy" Walter Sheridan, the 
same team that coordinated the political frame-ups of  
Will iams and  the other Abscam and Brilab targets, were 
the point men in the operation .  

Among other things, Sheridan was the "inside man" 
who covered up New Orleans District Attorney Jim 
Garrison 's  investigation of the Permindex Corporation ,  
which specializes in  assassinations against heads of state 
(see article, page 30). Walter Sheridan , who is known to 
associate with other Canadian Jesuits around the Ken­
nedy camp,  was indicted by Garrison for attempting to 
bribe witnesses . When Sheridan was exposed (at the 
time he was working for NBC), most of Garrison 's  
witnesses were m urdered . Thomas Puccio · and Jack 
Newfield of  the Village Voice were later implicated in 
such dirty work through their frien d  Esther Newburg, 
the girl who knows too much about the real story o f  
Chappaquidick for Walter Sheridan's health . 

At the time Sheridan was footloose in the DOJ in  
the early 1 960s, Civiletti was  working for then Baltimore 
U . S .  Attorney ( later Senator) Joseph Tydings. The 
Baltimore U .S .  Attorney's office was a special model 
operations center used by the "dirty side" of the Ken­
nedy machine. During the period that Sheridan coordi­
nated the coverup of the Kennedy assassination, Civilet­
ti operated out of the Maryland law firm of Venable, 
Baetjer and Howard (the correspondent firm to Carter 
crony Kirbo in  Atlanta) . When Civiletti came to the 
DOJ in 1 977,  his first assignment was running the 
infamous Koreagate scandal coverup .  

EIR has  documented that the Permindex networks, 
the terrorist apparatus domestical ly and the I ranian and 
Libyan networks are extensively invo lved in the multi­
bi l l ion dollar annual drug traffic; Civi letti himself, 
shortly after being named Deputy Attorney General in 
June 1 979, voiced his endorsement for "decriminaliza- . 
tion" of  the mind-dam aging drug marijuana.  
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Science and Technology 

Will budget-cutting mania make 
the U.S.  second-rate in science? 

by Marsha Freeman, Science & Technology Editor 

Will an obviously patriotic President reverse 40 years of  
American excellence in scientific achievement? 

This wi l l  be the case if the Reagan administration ,  
taking i ts  cue from the Office of  Management and Budg­
et, continues into 1 982 the policies articulated in 1 98 1 .  
The President's best intentions wil l  not reconcile a Brit­
ish-style budgetary massacre with the requirements of 
science as the motor of economic growth for the country. 

On March 10 the administration made publ ic its 
changes in the Carter FY82 budget . Severe cuts in  the 
space, fusion ,  nuclear, and science-education programs 
produced an immediate reaction from the Congress and 
in the scientific community. The New York-based Fusion 
Energy Foundation announced a nationwide "Science 
Alert" and mobi lized its membership to actively register 
its alarm to the Congress and the President .  

Over the  spring and summer the Congress held hear­
ings on the 1 982 budget and was able to restore funding 
through fiscal 1 982 for major programs in energy, space 
science, and science education .  Correctly reading the 
danger signals ,  Congress also held prel iminary hearings 
to make it c lear that key members will fight OM B's latest 
attempts to restructure or el iminate whole sections of 
R&D in the fiscal 1 983 budget. Among other things, the 
hearings demolished the Heritage Foundation's  claim 
- that American industry could make up for cuts in federal 
funding for medium- and long-term research and devel­
opment .  A key question now is whether pro-growth 
representatives in the administration itself, such as 
NASA chief Dr. James Beggs ,  and elsewhere, can con­
vince the President to personally reverse the OMB poli­
cies . 

Fusion at a turning point 
Fusion energy, the potentially unlimited process 

which will use hydrogen from water for fuel, can on ly 
be developed with continued federal support . Over the 
last two years of the anti-nuclear Carter admin istration,  
a coalition of scientists, congressional supporters, and 
Fusion Energy Foundation spokesmen initiated a cam-
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paign which succeeded in  establishing a national com­
mitment to develop commercial fusion energy, when 
Congress passed the M agnetic Fusion Energy Engineer­
ing Act of 1 980. 

This legislation, which mandated the operation of a 
Fusion Engineering Device by 1 990 and a commercial 
demonstration reactor by the year 2000, has come under 
attack by Reagan administration spokesmen, beginning 
last spring. Pleading budgetary constraints, the O M B  
and Carter leftovers i n  the Department of  Energy tried 
to eliminate al l  engineering design work and experimen­
tal new projects in the FY82 budget for magnetic 
fusion .  

Congress restored the  budget to  at least keep pace 
with inflation ,  to a level for FY82 of $456 mi l lion .  Al l  
the key projects, such as the Fusion Materials Irradia­
tion Test facil ity, the upgraded Mirror Fusion Test 
Faci lity, and the Elmo Bumpy Torus next-step reactor, 
survived the first budget of this administration ,  though 
at a reduced leveL 

The international fusion community and various 
special ists in  the Un ited States concluded over the past 
two years that the magnetic fusion program was ready 
to move into the engineering phase with large-scale 
participation from high-technology industry . This judg­
ment is now being questioned by people lacking any 
technical expertise, whose political agenda does not 
include developing unl imited energy . 

At high levels of the administration,  no  significant 
opposition has emerged to this attempt to reverse the 
mandate of the law.  There will be a fight on fusion 
funding during Congress 's  deliberations of the FY83 
budget, but it  is not clear whether the issue of  the 
overal l  direction  of the p rogram will be brought to the 
fore. 

It was this general po licy impasse that motivated 
DOE fusion director Edwin Kintner to hand in his 
resignation on Nov. 30 .  Other capable people in fusion 
have left the government as wel l .  The future of the top­
notch scientific teams in the national  laboratories and 
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industry is on the line. 
For the past 1 5  years, funding for the U . S .  spllce 

effort, admin istered by the National Aeronautics and 
Space Administration (NASA), has been declining in 
real dollar terms. There is no fol low-up in the manned 
space program to the Space Sh uttle, and NASA's 
planetary and space science efforts have been continu­
ously pared down. 

OMB Director David Stockman threatened to elim­
inate one-third of the $6 bi l l ion NASA budget when he 
came to Washington,  a threat he toned down as he met 
resistance. Nonetheless, the O M B  cut al l  of  NASA's 
new starts for FY82 unt i l  Congress restored funding for 
the most vital programs.  

Space : regaining lost ground 
Unlike the situation in the Department of Energy, 

the top brass at NASA is determ ined to regain the lost 
ground of the past decade. Dr. James Beggs ,  NASA 
Administrator, has stated that the space agency needs 
an increase of nearly $ 1  bi l l ion in fiscal 1 982 to both 
keep up with inflation and begin new programs for the 
1 980s. 

This is the only way the United States wil l  keep its 
now tenuous lead in space. For the first time in history, 
there is now a non-American rocket (the European 
Ariane) available in the West for launching communi­
cations satel l ites and other instruments into Earth orbit; 
the U .S .  cannot expect to stay in the forefront of space 
technology without a strong NASA effort . 

Stockman has proposed a $6.2 bil l ion FY83 budget, 
compared to NASA's request for $7 bil l ion . No new 
starts, such as the Venus Orbiting Imaging Radar 
satel lite, are included in the Stockman budget , and even 
the half-completed Gali leo mission to J upiter is can­
cel led . 

Beggs has di rectly countered the O M B  actions and 
the rhetoric from presidential Science Adviser Dr. 
George Keyworth by beginning studies on the next-step 
possibilities leading to a permanently manned space 
station, and by having NASA engineers at various 
laboratories participate in the Solar System Exploration 
Committee's plans for resurrecting NASA's planetary 
exploration programs.  

This  com mittee, headed by Dr .  Noel Hinners, a 
former chief o f  NASA's Office of Space Science, has put 
forward a comprehensive 20-year plan which includes 
missions to six planets, to the M oon,  and to asteroids 
and comets. The committee proposes that the funding 
for planetary missions be doubled from its piti ful level 
of '$200 to $300 mil l ion per year over the 1 970s to 
between $300 and $400 mil l ion in constant dollars . 

Dr .  Hinners has pointed out that between 1 974 and 
1 977 the planetary budget, adj usted for inflation, fel l  by 
a factor of four .  Dr .  Beggs has often stated his intention 
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to reinstate long-range planning for NASA's manned 
and unmanned programs so that they are not made 
subject to the vagaries of the budget cycle . 

There can be no long-range space conquest, how­
ever, and no adequate scientific base if  U .S .  nuclear 
energy development is given "the right to die." The 
attempt to el iminate al l  the advanced nuclear research 
and development programs from the federal budget win 
ensure that nuclear power has no future in the United 
States. 

'Free enterprise' or progress? 
In its FY82 budget request for the DOE, the admin­

istration zeroed out the Barnwell nuclear fuel reprocess­
ing center, the high-temperature gas-cooled reacto r  
program, and  other necessary R& D efforts. There i s ,  a s  
yet, no in itiative to  develop the fusion/fission hybrid 
reactor, which would use thermonuclear fusion energy 
to produce fissile fuel for light-water nuclear power 
plants .  

And the admin istration, in its promotion of "free 
enterprise," has foolishly proposed that the near-bank­
rupt nuclear industry pay for the Barnwell plant. 
Knowledgeable people in the industry remember that it 
was not Westinghouse but President Eisenhower and 
the following administrations that  created the civi l ian 
nuclear industry , and insist that it is the responsibility 
of the federal government today to make sure there is a 
future for advanced nuclear technologies . 

The administration ' s  " free-market forces" dogma 
has a l so infected i t s  pol icies in the crucial field of  
nuclear export, where the United States should be pre­
em inent internationally .  Science Adviser Keyworth and 
other administration spokesmen indicate that the Ex­
port- I m port Bank will not help to make U .S .  power 
plant sales competitive with the low-i nterest financing 
available in other exporting nations .  The loss of poten­
tial contracts in Mexico , Egypt, Taiwan, and other 
developing countries is li kely . 

There is no question that the presently stated policies 
of  the admin istration,  as presented mainly through the 
O M B  and the Science Adviser's office, wi l l  be seriously 
questioned by Congress . The response from tne scientif­
ic community, however, has been disappointing thus 
far .  The Nat ional  Academy of Sciences has said that if 
funds for R & D  money are l imited , they should be 
shifted from development to basic research . 

There are murm urs in the fusion community that it 
might be best to let the Fusion Act fade away unnoticed 
rather than "antagonize" the admin istration by pushing 
such an aggressive fusion effort . On the contrary, 
nothing but a frontal assault on this fa lse and destruc­
tive slashing of the nation ' s  science programs wil l  
prevent what would be a blunder of h istorical ly decisive 
proportions .  

EI R January 5 , �982 



Energy 

Failure to revive U.S. nuclear power 
means crisis for industrial growth 

by William Engdahl, Energy Editor 

Despite the most promising signs ,  the first year under the 
Reagan administration has closed with energy policy in 
dramatically worse shape than when it began .  The ad­
ministration's expressed commitment to "produce our 
way out of  the energy crisis" has been sabotaged . 

Whi le domestic construction of power plant capacity 
continues a sharp downslide, the export of power plants, 
especial ly vha lly needed nuclear plants, to areas of  the 
developing sector ,  is in far worse shape than ever. 

In terms of  domestic power plant construction, since 
the early parl of  1 98 1  the United States has lost substan­
tial ground in its nuclear plant construction program .  

According to the official account o f  the N uclear 
Regulatory Commission (N RC), 11 plants in various 
stages of  construction have been permanently cancel led . 
These plants would have provided the U . S .  economy 
with a lmost 1 3 ,000 megawatts of  electrical power. To put 
this magn itude into perspective, this is the annual energy 
equivalent of almost 1 28 mil l ion barrels of oi l ,  and would 
generate enough electricity to fully service the needs of 
six urban areas each the size of Houston,  Texas . 

I n  addition to these outright cancel lations, postpone­
ments of new nuclear construction for months to years 
have mounted. My survey of relevant national monitor­
ing agencies revealed the situation to be so bad that 
nobody in the utility industry has an up-to-date idea of 
how many such deferrals have been made this year . 

M ajor deferrals this past year at the important five­
plant Washington State Public Power Supply System 
(WPPSS) for units 4 and 5 sent tremors through the bond 
markets. The embattled Diablo Canyon nuclear complex 
in California remains idle, the victim of  the major nation­
al anti-growth effort of cu ltish Gov. Jerry Brown , the 
Friends of the Earth. and N RC officials .  In December 
the New Jersey utility PSE&G asked governmental 
permission to abandon its Hope Creek n uclear project . 

Overal l ,  some 1 84 electric power plant units have 
been delayed or canceled in the 1 974-78 period,  accord-

EIR January 5 ,  1 982 

ing to a detailed study made by the General Accounting 
Office to Congress . I n  1 980, 60 coa l  or nuclear p lan ts 
were delayed . 

A dangerous analytical fraud i s  being fostered to the 
effect that such a col lapse in forward construction is no 
cause for alarm because it is merely a rational response 
to decl in ing "demand" for future power. In fact, the best 
historical metric to revea l an economy in a depression is 
the rate of electric and total energy consumption . The 
collapse of  new construction cannot be attributed to 
some magic abstract "demand" decline, but to a del ib­
erately induced economic depression by sustained un­
precedented Federa l Reserve interest rates and related 
forced disinvestment po licies . 

Total U .S .  energy consumption made a spectacular 
decl ine during the period fol lowing the 1 973-75 OPEC 
"oil  shock ," only to rebound fairly rapidly until 1 979 . 
That recovery was in large measure due to a shift from 
oil-based to nuclear-based energy generation,  as a grow­
ing number of nuclear plants came on line. A conver­
gence of three forces in this latest series of cancel lations 
makes the present situation qual itatively more devastat­
ing and more difficult to reverse. 

Since 1 979, the imposition of a second astronomical 
price hike for world crude oi l  has intersected Federal 
Reserve double-digit inftlrest rates as a deliberate brake 
on industrial growth .  After almost one year of hysterical 
insistence by Fed Chairman Paul Volcker, in  1 98 1  this 
interest-rate po licy was extended for the first time since 
the 1 954 Atomic Energy Act, to el iminate the traditional 
preferential lower rate for any utility constructing nucle­
ar plants. 

The third force adding to this dangerous trend has 
been, ironica l ly ,  the Reagan administration itself. A 
ledger of steps taken by the admin istration to revive the 
beleaguered nuclear industry in the post-Carter period 
would note that on Oct. 9,  1 98 1 ,  the President put his 
signature to the first presidentia l  pro-nuclear statement 
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in almost a decade, since Nixon committed the nation to 
build 1 ,000 nuclear plants by the year 2000. Reagan 's  
statement pledged to break the l icensing bottleneck 
which, especial ly s ince Three M ile I sland, had brought 
nuclear construction to a virtual standstil l  stretching 
construction time out to a 1 2- to 1 4-year time span . It  
a lso promised expeditious licensing o f  the 33  nuclear 
plants estimated ready for startup over the next 6 to 1 8  
months and ful l  support for development o f  the embat­
tled Clinch River Breeder Reactor proj ect , and encour­
aged development of necessary reprocessing techriology . 

A lmost as soon as the ink was dry, however, it b�came 
clear that commitment to this pol icy was tragical ly thin . 

Reagan's new Nuclear Regulatory Commission 
chairman, '  nuclear engineer Nunzio Pal ladino,  for what 
appears to be a complex set of reasons, has publicly 
reversed his in itial firm commitment to expedite the 
licensing of the 33  plants. He  has now threatened to 
freeze licensing for all plants until he is satisfied that the 
utility and nuclear industry has taken adequate steps to 
assure that design quality standards for safety have been 
ful ly met. As one resu lt, Diablo Canyon is  on indefinite 
freeze for a l leged seismic design problems .  

Will the lights go out? 
Historical ly, since the early 1 950s , growth of future 

electricity-generating capacity has been accurately 
called the "engine" or  locomotive of economic industri­
al growth . Historical ly, such "lead" electricity growth 
must outpace economic growth by approximately 50 
percent. Since the 1 950s, for the U .S .  economy, this has 
meant an approximate 7 percent per annum growth in 
electricty supply to secure an overal l  4 to 5 percent 
economic growth . To underscore the danger of the 
present trend outlined here, a prel iminary survey of 
U .S .  public util ities conducted by Electric Light & 
Power, a leading industry publ ication , reveals a cata­
strophic decl ine in growth of peak demand for electric 
power for 1 98 1  down to a minuscule I percent, a severe 
shock to most industry analysts. 

Already, bankruptcy of formerly sacrosanct blue­
chip electric uti lities is being mooted in Wall  Street and 
boardroom circles. Genera l Public Util ities , the parent 
holding company of  the beleaguered Three Mi le I sland 
plants, i s  the first l ikely candidate, but by no means the 
only . one. 

This domestic infrastructural collapse spira l  is de­
vastating enough within the confines of the domestic 
economy. Capital construction expenditures for neces­
sary steel , concrete, and high-ski l led labor of an esti­
mated $500 bi l l ion over this decade by electric utilities 
is directly at stake .in the narrowest sense. But, in a 
glob�1 context, this infrastructure is necessary if the 
world nuclear industry is to survive and meet the energy 
needs of  industrial izing the developing sector .  As lead-
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ing scientific spokesmen from the late Of; Homi Bhabi 
of I ndia to Dr. Krafft Ehricke have repeatedly stressed, 
nuclear-energy development is the only option for the 
massive task of industrializing the world . In this con­
text, the admin istrat ion's attempt to reverse the damage 
of the anti-nuclear export pol icies of the Carter years is ,  
to date, disastrous . .  

Not only has the administration failed to make any 
effective chal lenge to repeal the most pernicious aspects 
of the Percy-Glenn N uclear Nonproliferation Act of  
1 978 .  Reagan's choice to head the  Export- Import Bank ,  
Wil l iam Draper III , who should properly provide low­
cost financing for nuclear exports , i s  a rabid advocate 
of genocidal "soft" energy alternatives for developing 
countries . David Stockman's  Office of Management 
and Budget is in the process of removing the section 
within the Commerce Department which facili tates nu­
clear-export agreements. The Haig State Department to 
date has carried out an "eyes-closed" policy of arming 
Pakistan with nuclear weaponry while unilaterally con­
tinuing the Carter pol icy of  violation of a 20-year fuel­
supply treaty to provide nuclear fuel for I ndia's Tarapur 
plant, which provides the bulk of  e lectricity to Bombay . 
Little wonder that observers find l ittle of substance in 
the nuclear-export policies of the new admin istration . 

Also to be noted are the declaration of cabinet 
members such as Energy Secretary Edwards to the 
effect that "bai ling out the electric uti lity industry" is 
not on their schedule, and the announcement at year 's  
end by President Reagan that he intends to dismantle 
the Energy Department .  

Whi le the final disposition of the department re­
mains to be fought out with Congress next year, certain 
ominous signs must be noted . The Atomic Energy Act 
of  1 954 created a single Atomic Energy Commission 
(A EC) with a ,so le mandate to carry out the Eisenhower  
admin istration Atoms for Peace goals. Under the post­
Watergate Ford Administration,  Congress passed the 
Energy Reorganization Act of 1 974, which created a 
separate N uclear Regulatory Commission and disso lved 
the old A EC into one of six equal sub-agency depart­
ments .  James Sch lesinger' s creation of the Department 
of Energy in 1 977 reduced the role of nuclear-power 
development to one of approximately 12 assistant sec­
retaries . The further relegation of  the U .S .  nuclear 
program i nto the back hal ls of the immense Commerce 
Department would bode ill for aggressive governmental 
action to reverse this crisis. 

This year-end review is deli berately sober and stark .  
As of this writing, only a tiny minority of informed 
persons has had the courage to publ icly address the 
seriousness of  this crisis . No industrial nation in modern 
history has stood idly by while its electric power infra­
structure has been allowed to collapse, outside of war­
time destruction . 
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