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Monroe Doctrine applies to Malvinas Islands
U.S. scientists demand full fusion program
Eyewitness report on NATO's Sicilian separatists

Who inherited the Fascist International’s
coup and terror network?




The special reports listed below,
prepared by the EIR staff, are now available.

. Prospects for Instability in the Arabian Gulf

A comprehensive review of the danger of instabil-
ity in Saudi Arabia in the coming period. Includes
analysis of the Saudi military forces, and the in-
fluence of left-wing forces, and pro-Khomeini net-
works in the counry. $250.

Energy and Economy: Mexico in the Year 2000
A development program for Mexico compiled
jointly by Mexican and American scientists. Con-
cludesMexicocan grow at 12percentannually for
the next decade, creating a $100 billion capital-
goods export market for the United States. De-
tailed analysis of key economic sectors; ideal for
planning and marketing purposes. $250.

. Who Controls Environmentalism?

A history and detailed grid of the environmen-
talist movement in the United States. Analyzes
sources of funding, political command structure,
and future plans. $50.

Prospects for Instability in Nigeria

A full analysis of Nigeria's economic develop-
ment program from a political standpoint. In-
cludes review of federal-state regulations, analy-
sis of major regional power blocs, and the envi-
ronment for foreign investors. $250.

. The Real Story of Libya’s Muammar Qaddafi

Acomprehensivereview of the forces that placed
Qaddafi in power and continue to control him to
this day. Includes discussion of British intelli-

gence input, stemming from Qaddafi’s training at
Sandhurst and his ties to the Senussi (Muslim)
Brotherhood. Heavy emphasis is placed on con-
trol over Qaddafi exercised by elements of the
Italian “P-2” Masonic Lodge, which coordinates
capital flight, drug-running and terrorism in Italy.
Also explored in depth are “Billygate,” the role of
Armand Hammer, and Qaddafi’s ties to fugitive
financier Robert Vesco. 85 pages. $250.

. What is the Trilateral Commission?

The most complete analysis of the background,
origins, and goals of this much-talked-about
organization. Demonstrates the role of the com-
mission in the Carter administration’s Global
2000 report on mass population reduction; in the
P-2scandal that collapsed the Italian government
this year; and in the Federal Reserve’'s high
interest-rate policy. Includes complete member-
ship list. $100.

. The Global 2000 Report: Blueprint for Extinction

A complete scientific and political refutation of
the Carter Administration’s Global 2000 Report.
Includes areview of the report’'s contents,demon-
strating that upwards of 2 billion people will die if
itsrecommendations are followed; a detailed pre-
sentation of the organizations and individuals
responsible for authorship of the report; analysis
of how the report’s “population control” policies
caused the Vietnam war and the destruction of
Cambodia, El Salvador, and Africa; analysis of en-
vironmentalist effort to “re-interpret” the Bible in
line with the report. 100 pages. $100.
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From the Managing Editor

“/e want to call your attention to this week’s editorial, which
outlines the strategic implications of the Malvinas Islands conflict for
the United States and its allies. The editorial is excerpted from the
introductory section of an eight-page pamphlet by EI/R founder
Lyndon H. LaRouche, Jr., titled “Why We Must Insist Absolutely
That the Monroe Doctrine Be Strictly Enforced Now.”

It is no longer remembered that the 1823 Monroe Doctrine, which
declared the United States a guarantor against European interven-
tions in the Western Hemisphere, was not a token of a new Anglo-
American alliance, as latter-day historians commonly portray it, but
a pledge that the United States would defend that hemisphere against
the adventures of the oligarchic Holy Alliance and especially the
British Empire. The unilateral declaration, drafted by Secretary of
State John Quincy Adams, was a bold rejection of the British proposal
that London and Washington, D.C. jointly guarantee the emancipa-
tion of Spain’s American colonies—without recognizing the former
colonies as independent states. The 1833 British seizure of the Malvi-
nas was one of many confirmations of the Empire’s actual intentions.

Our Special Report documents the activities of the descendants of
those colonialists who were determined to keep the New World in a
state of permanent backwardness and subjugation: the Fascist Inter-
national, known in one incarnation as the Malmé International,
whose founding principles are based on the race-breeding theories of
Austro-Hungarian Count Coudenhove-Kalergi, one of the original
ideologues of the Nazi movement. Future reports will elaborate on
the Swiss banking level of this network, and its covert ties to the anti-
growth wing of Europe’s social-democratic parties.
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U.S. economy comes under
a rentier-finance system

by Richard Freeman

Speaking at an EIR conference in January 1982, EIR
founder Lyndon LaRouche stated, “The next phase of
the Volcker depression will see the United States shifted
from an industrial-manufacturing based economy into a
rentier-financier economy.” This transformation is al-
ready far advanced. If nothing is done to stop its prog-
ress, within a year or two the United States will be
completely dominated by the coupon-clipping principles
that governed 13th-century Venice or 19th-century Brit-
ain: wealth is defined solely as what each market instru-
ment returns, with no regard for any underlying real
economic base.

These are the grim doctrines that have dominated the
United States, especially since Federal Reserve Board
Chairman Paul Adolph Volcker was installed in August
1979 and began raising U.S. interest rates shortly there-
after. Especially since the early 1960s, Anglo-Venetian
finance has steadily transferred assets in the United
States from basic industry to finance and finance-related
sectors. Now Volcker’s high interest rates have slaugh-
tered basic industry. The high rates have sharply con-
tracted industrial production, but at the same time, they
have enlarged the domain of the only activities that could
exist and thrive in an environment of expensive credit:
financial speculation and post-industrial ‘‘service sec-
tors.” The financial base is being cut out from under
U.S. factories, mines, construction, and transportation.

Commerce Secretary Malcolm Baldrige proposed on
March 30 to reconstitute the Carter administration *‘tri-
partite steel committee,”” consisting of unions, manage-
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ment, and government. The first order of business would
be to “rationalize 10 to 15 percent of steel capacity’ out
of existence, as a Lehman Brothers analyst recently
suggested. This will be the form by which American
industry, which Volcker is gutting, will be put away for
good.

“For the last 18 months, there has been a very notice-
able shift from traditional stocks—steel, auto, rubber,
and older industries—into the areas of food, restaurants,
drugs, financial, energy, and the like,” reported Donald
Hahn, director of investment research for the Wall Street
investment firm of Warburg, Paribas & Becker March
30. “I estimate the amount shifted to be $100 billion,
perhaps $200 billion. Now, there will be an additional
shift in the same direction over the next 12 to 18 months.”

Funny-money flows

There are a number of changes that typify the
changeover in the United States from industrial to ren-
tier-finance economy.

First, the outgrowth of money-market funds from
$30 billion in the summer of 1979, before Volcker
entered office, to their current status of $190 billion,
nearly one-third the assets of the savings and loan
sector. The money-market funds are geared toward high
yields; Volcker’s interest rates not only created the
hothouse environment in which the funds could grow,
but they forced a base level of 13 to 14 percent rates,
from which it will be very difficult to bring credit costs
down.
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There is also the growth of the International Bank-
ing Facilities (IBFs). These are largely accounting de-
vices: a bank in New York, say Chase Manhattan, can
now choose to open a second set of books, called IBF
books, and transfer all the international loans it has
booked onto the latter. These can now get tax benefits
on its IBF-booked loan, and also has to pay no reserve
requirements on the compensating deposits. This means
that the loans through the IBF can be, theoretically,
rolled over indefinitely, just as in the Eurodollar market.
Since IBFs began functioning in January of this year,
they have grown by $30 billion per month, and now
stand at $96 billion in assets. This will increasingly
impart to' U.S. banking the character of the unregulated
Euro-dollar market, while providing cheap funds for
foreigners to buy up U.S. assets.

Venetian buy-out of real estate

Perhaps the biggest change that is planned is to gut
the American homebuilding industry, which has been a
mainstay of the American economy for the last 35 years,
and make owning a home permanently unaffordable to
80 percent of the nation’s population. The market will
be turned into a shrunken but “high yield”” market in
which home mortgages pay ‘‘guaranteed rates of return,
with the same regularity and ability to collect on as an
industrial bond,” according to one source involved in
attempting to effect this transformation. The source is
Blake Eagle, a Tacoma, Washington-based real-estate
adviser to the nation’s pension funds, and a member of
the Urban Land Institute, a Washington, D.C.-based
think-tank. The Urban Land Institute’s advisory board
is dominated by the Canadian-based real estate firms,
like Cadillac Fairview and Olympia and York, and by
the major insurance companies.

It was Eagle, working as an adviser for the Urban
Land Institute, who along with other Urban Land
Institute members wrote the recommendations of the
President’s Commission on Housing. President Reagan,
- when he addressed the National Association of Home
Builders, the largest construction lobby in the nation,
March 29, told his audience there would be no federal
bailout of housing. “You recognize as I do,” Reagan
told the homebuilders, ‘““that budget-busting bailouts
will only aggravate the problem.” He recommended a
“free-market” solution, taken point for point from the
Commission on Housing’s January 1982 preliminary
report.

‘No God-ordained right to housing’

“The average American has to come to see that he
has no God-ordained right to housing. This is the
message of the President’s housing address and the
shakeout in the homebuilding industry,” Blake Eagle
said, explaining the policy changes the Commission
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plans to carry out. “The average American wants 2,500
square feet in his home, and a low mortgage. Well, this
has to change,” Eagle asserted. “The American housing
industry has to downsize the size of a home, just as was
done in the auto industry, if it is to survive. Home size
should be downsized by 25 percent.”

The amount of housing produced each year will not
reach the levels achieved in the 1970s, Eagle said. The
housing industry would shift from producing decent
shelter to producing mortgage instruments for the
portfolios of the insurance companies. “We have to
make the mortgage as good as an industrial bond,”
Eagle continued, “That not only has a market competi-
tive yield, but we must be able to foreclose on property
if there is any holding up in payments. We need to
increase the yields on mortgages to be competitive with
market instruments,”” such as money market funds and
the rate of return on consumer real estate (e.g., office
buildings). ‘

“There is right now,” stated Eagle, ‘“‘the common-
law conception of equity in the courts, which prevents a
creditor to the mortgage market from always collecting
against a debtor. There has to be a change so that the
concept of equity is no longer clogging up the American
courts. We have to be able to foreclose more swiftly
against those who default.”

“We also need sweeping changes in zoning laws,”
Eagle said. “There are hundreds of zoning laws which
are enforced by every community across the country. I
don’t know if a national zoning code is legal, but that’s
what we need. We should be able to put six homes on a
lot, not the three homes we’re limited to. We need to lift
state usury laws that put ceilings on consumer loans, so
that more can be charged for consumer-oriented loans,”
he added.

Eagle also proposed ‘‘share appreciation mort-
gages,” which give the lending institution a share of the
increase in the equity value of the home as a condition
for making a loan. In return, the insurance companies,
which had owned 21 percent of home mortgages in the
1950s, but only 3 percent in the 1980s, *““‘will come back
into home mortgage financing.”

The report of the President’s Commission on Hous-
ing further states: ““It is likely that the thrift industry
increasingly will seek to perform a mortgage banking
function, originating and servicing residential mort-
gages, while packaging and reselling these loans through
securities markets to institutions that are better suited to
hold them as investments [emphasis added].” That is, the
thrift institutions will be displaced permanently as the
provider of long-term, relatively low-priced mortgages.

This “free enterprise’’ package will make the Amer-
ican dream of affordable, decent housing a thing of the
past. The economy will have taken one more giant step
toward domination by rentier finance.

)
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U.S.-Japan Relations

Tokyo’s overtures and
Washington’s line

by Richard Katz

Essential American firms for whom the Volcker interest
rates are a death sentence, such as agricultural machinery
producer International Harvester, may soon be able to
avoid execution by obtaining low-interest loans from
Japan. Necessary industrial infrastructure now post-
poned or cancelled, such as electricity grids or water
transport, may soon be able to do the same. All this
would be possible under a proposal by Zentaro Kosaka,
formerly Japan’s Foreign Minister and currently an ex-
ecutive of the ruling Liberal Democratic Party (LDP).

Speaking at the New York Japan Society on April 5,
Kosaka zeroed in on the fact that high interest rates were
hurting the American economy, and offered a plan to
allow American firms and communities to borrow in
Japan at commercial rates, now about 8 percent com-
pared with 16 to 17 percent in the United States, as a way
ofhelping to alleviate current economic frictions between
the two countries. Informal sources told E/R that Prime
Minister Suzuki approved Kosaka’s proposal.

“A problem of high importance in the world today is
the high interest rates in the United States,” Kosaka
declared. *““Although I have no intention of interfering
with this country’s economic policies . . . it seems to me
that what the United States needs is greater incentive to
invest and revitalize its production.” Referring to his
experience as a former businessman, Kosaka added,
“Through my experience in those days, I have been
deeply impressed by the fact that obtaining capital with
low interest rates. . .served asan incentive for productiv-
ity.”

Kosaka proposed that the governors of each state
screen proposals from communities and corporations for
“high-priority projects” that enhance productivity.
Within limits, Japan would allow such firms or commu-
nities or states to borrow in Japan’s domestic commercial
yen credit market at market rates, now about 7 to 8
percent. ‘I am not talking about government funds, and
I would never want this to be seen as a donation,”
Kosaka stressed. Since such yen funds would have to be
turned into dollars in the foreign-exchange markets in
order to be useable in this country, an avalanche of such
loans would lower the value of the yen, which is one of
the reasons why up to now it has been virtually impossi-
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ble for foreign corporations to borrow extensively in
Japan’s yen market.

Kosaka stressed that discussions on both sides of the
Pacific were needed to work out details of eligibility for
such loans, but he stressed that “productive-enhancing”
projects were the criterion. Representatives of the gov-
ernors of Florida and Illinois, and an official of the
National Governors Association attending Kosaka’s
speech told EIR they werevery interested in the proposal,
and already had some projects in mind.

Should the plan go through, it would not only help
American firms facing collapse and help rebuild this
country’s depleted infrastructure, but also add to the
pressure on the Federal Reserve to lower interest rates
here as well. Small surprise, then, that the next day Paul
Volcker’s allies in the Commerce Department attacked
Kosaka’s proposal. “We are only kidding ourselves to
think that Japanese low-cost financing to U.S. compa-
nies will change the fundamentals in our trade relations,”
Commerce Deputy Secretary Clyde Prestowitz told the
New York Journal of Commerce, *“To the extent that this
might be regarded as a solution, it could actually become
an obstacle to the improvement of our trade relations
[emphasis added].”

Prestowitz’s boss, Commerce Undersecretary Lionel
Olmer, had made it clear in a speechto the Japan Society
two weeks earlier that, in fact, improved trade has little
to do with the administration’s emotion-charged de-
mands for Japan to ““open its markets,” and its support
for punitive “reciprocity’ trade bills now before Con-
gress. This was made evident by Olmer’s startling decla-
ration that, ratherthan lifting specific non-tariff barriers,
the way for Japan *‘to provide market access in its
broadest and truest sense’’ is, among other things, “en-
couragement of foreign acquisition of Japanese compa-
nies.” In other words, Olmer demands that the same
multinational companies which, in the United States,
have diversified out of industrial production into real-
estate, commodity futures, or electronic games, be aided
by the Japanese government to buy up Japanese indus-
trial companies, presumably to diversify them in the
same direction!

Asked by EIR his response to Olmer’s demand, Ko-
saka said that even if Japan lifted every tariff and non-
tariff import barrier—it just announced the lifting of 73
such barriers in response to 99 complaints from Wash-
ington—that would have only a minor effect on the $15
billion U.S. trade deficit with Japan, which is mainly
caused_by high interest rates and structural factors. He
added, ‘I am opposed to aiding the foreign takeover of
Japanese firms. Japanese corporations do not even sell
themselves to each other. Instead, the way to resolve
frictions is, for example, to cooperate in joint ventures in
high-technology industries or in the loan fund I have
proposed.”

EIR April 20, 1982



Chancellor Schmidt elaborates his
approach to economic policy-making

by David Goldman, Economics Editor

EIR Economics Editor David Goldman filed this report
from Hamburg, West Germany.

West Germany’s Chancellor presented his perspec-
tive for the world economy in the 1980s before an elite
audience, the Hamburg Overseas Club, on April 5. No
text was made available to the press, and the following
summary from myself represents the only full account
available of this definitive policy address. Speaking to his
Hamburg home base, Schmidt gave the most frank and
comprehensive account of his economic policies to date.
More than that, he concluded his grim portrait of *“‘the
second worst economic crisis in this century’” with a
demand for political support by West Germany’s busi-
ness elite. No other government, Schmidt emphasized,
could maintain Germany’s internal stability such that
this country could play the crucial international role of
maintaining strategic equilibrium.

In effect, Schmidt sought and obtained a vote of
confidence from Hamburg business, his old home base,
while emphasizing that, in effect, they needed him more
than he still needed them.

In private discussions, leading Hamburg business-
men and investment bankers warned that public accounts
of the imminent collapse of the Bonn coalition govern-

ment should not be taken seriously, and Schmidt would

stay in office much longer than most people thought.
Among friends and advisers of the Chancellor in Ham-
burg, the prevailing estimate is that Schmidt could still
call and win a national parliamentary election against
Christian Democrat Helmut Kohl, the phlegmatic and
unattractive opposition leader. At least for the next year,
leading investment bankers believe, Schmidt will be able
to draw on sufficient political resources to stay in power,
which they believe to be a precondition for political
stability in West Germany.

Preventing a German trade collapse

Two features of Schmidt’s address need to be high- ‘

lighted. First, his discussion of the *“‘need to replace the
funds lost to the Eurodollar market through the shrink-
age of the OPEC surplus” answers the most critical
question before German economic policy: what will
West Germany do to prevent a collapse of its own
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foreign trade in the context of a general crisis in the
dollar markets? With German deliberateness, the com-
mercial banks and investment houses are making prep-
arations to correct the situation in which “West Ger-
many is economically independent of the United States,
but is still monetarily and politically dependent,” as the
chairman of a centuries-old Hamburg banking house
that still bears his name told me. In some form, Ger-
many will use its improved payments situation, due in
large part to the drop in oil prices, to replace the
international credit that the Eurodollar market can no
longer make because its own deposit base is dwindling
as a result of the same drop in oil prices.

Secondly, Schmidt’s remarks concerning the U.S.
situation shows that he does not understand the prob-
lem behind the present American crisis and therefore is
not capable of intervening in the American situation in
such a fashion as could change American policy. Rath-
er, he is relying on ‘“‘the force of circumstances,” as one
banker close to the Chancellor told me, to compel the
Fed to change policy. Schmidt is also relying on the
collapse of President Reagan’s proposed rise in the
defense budget to help bring down interest rates, as the
accompanying text makes clear—a stance which indi-
cates he has mis-estimated a fundamental concern of the
United States. Also striking is Schmidt’s forthright
commitment to population-control policies, however
moderated by his concern that economic growth must
be the basis for the reduction of population growth rate.
This viewpoint—which may be traced to Schmidt’s close
ties to the Evangelical Church in Germany—aligns him
to the real problem in Washington, namely, that Volck-
er, Stockman, Regan, and other policy-makers see
economic decline as a means of enforcing population
reduction. Although Schmidt does not share this horri-
fying view of the world, the fact that he is convinced by
at least a part of the Club of Rome argument introduces
a great flaw in his perception of American problems.
The irony of Schmidt’s position is that howsoever hard
he has striven to remain an Atlanticist and a supporter
of NATO—motivated as much by his conviction that
American and German interests must be united, as by
his dislike for the Soviets expressed in his speech—he is
after all much more effective as a German nationalist.
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Below are excerpts from Mr. Goldman’s transmission of
the Chancellor's speech.

We are in the second greatest economic crisis of this
century. It is wrong to attribute the inflation problem
merely to OPEC. Inflation began in earnest when the
Johnson administration financed the Vietnam War
through inflationary policies. This in turn led to the
events of August 1971 and the introduction of floating
exchange rates, which were an invitation to inflation.
Unlike the fixed-rate system, they encouraged central
banks to adopt inflationary monetary and currency
policies. This accounts also for the eight-fold growth of
the Eurodollar market since 1971. Then came the second
oil shock in 1979, and instead of inflation, we had
general economic contraction. The oil countries them-
selves, and the Soviet bloc are suffering from this
situation. . . .

Let me turn now to developments in the United
States. Compared to last year, there has been a 4.5
percent drop in Gross National Product, and there are
now !0 million unemployed, which is 9 percent of the
workforce. . . .

I should like to say something about what has come
to be known as supply-side economics. It combines a
growing fiscal deficit and a tight monetary policy. I
would characterize it as Keynesian in the Budget Office
and Friedman at the Federal Reserve. There is the
added problem that high U.S. interest rates draw in
large volumes of international funds. Now there is
additional demand for funds, putting more pressure on
interest rates. There has been a great deal of criticism of
the budget deficit from Congress, the trade unions, and
large industrial firms. No one is going to say in this
situation that the present Federal Reserve policy is
wrong. That leaves a degree of uncertainty until Sep-
tember. . . .

As for the U.S.S.R. and Comecon, it s no longer
the case that they may hope that the crisis of capitalism
will effect the West alone. This is a deceptive viewpoint.
Every national economy must adjust to the impact of
the energy situation. Now the East bloc as a whole is
suffering from the inefficient use of economic inputs,
poor capacity for innovation, and is finding it difficult
to raise the level of production. Annually the Soviet
Union must import 30 to 45 million tons of wheat, and
45 million tons of wheat is $12 billion. Opening the
Siberian resources requires enormous capital costs.
Now, the necessary support for Poland, and also Ro-
mania, implies a reduction of orders to the West.

In the oil-producing countries, whereas in 1979 the
spot oil price was $40 per barrel, now it is one-third
lower. The official price will also continue to fall. That
means both less demand for Western goods, as well as
a reduction in the volume of the surplus, which con-
tracted dramatically. That is good for the oil importers,
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whose payments situation will improve and who will
have more domestic buying power, and it is especially
good for the non-oil LDCs, especially the NICs [Newly
Industrialized Countries]. The problem in the situation
is that the financial flows previously associated with the
OPEC surplus must be replaced. . . .

For the non-oil LDCs, there is now less maneuvering
room for financing. One-third to one-half of their total
export earnings must be paid for oil. Now, with the
world recession, their exports are reduced. This has
spread insecurity in the international markets, given the
$80 billion debt-service [requirement]. . . .

Kenya’s 4 percent per annum population growth
rate brings up a central issue, the world population
explosion, the source of the cycle of poverty. In the last
35 years, the world population has doubled. Population
is growing 2 percent per annum in the Third World. By
the year 2000 there will be 6.3 billion people, of which 5
billion will be in the Third World. This also means an
increased concentration in large cities, such as Mexico
City, and ensuing social unrest. There is no time to be
lost to introduce an effective population policy. The
next 28 years will be decisive for the next century. It is
possible to stabilize the world population at 8 billion or
at 12 to 15 billion, and we must ensure that it is 8
billion. . . .

What policies must we seek in the industrialized
West? Neither Keynesianism nor monetarism will avail
us. ...
However, let me outline the basic steps I feel are
necessary in the present world situation:

First, each nation must first seek to solve its prob-
lems at home, which means a continuation of strict
monetary policies and restrictive budget policies.

Second, each nation must pay careful attention to
the foreign effects of its national policy. There must be
no beggar-thy-neighbor policies. Of all the major world
economies, only China is relatively isolated in terms of
the effect of its policies on the rest of the world. There
must be no monetary protectionism, and no bank
domino collapses.

Third, the United States has the best possibility now
to contribute to the world recovery. It has 36 percent of
the world GNP, but even more important, 80 percent of
world reserves are in U.S. dollars, and three-fourths of
the Eurodollar market—$1.7 trillion! The most impor-
tant thing the United States can do is to reduce interest
rates in the interest of the entire world.

Fourth, contries with big balance-of-payments sur-
pluses like Japan, must take measures to open their
internal markets while others, like France, must use
budget and monetary tightening to reduce their deficits.

Fifth, there must be continued moderation in growth
of real incomes, but through voluntary action and
negotiation. Wage and price controls are only a placebo
with no real effect.
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Sixth, there can be no advantage taken from deval-
uation; that is, no competitive devaluation. I recall
[Bundesbank chief] Dr. Poehl’s warning that devalua-
tion and inflation form a vicious circle.

Seventh, the International Monetary Fund must be
strengthened, and it cannot be an instrument of devel-
opment aid, and its policies cannot be determined by
the debtor countries.

Eighth, there must be orderly market conditions on
the foreign exchange markets to provide security. By
this I do not mean intervening against the trend, or
fixing rates.

Ninth, GATT must be strengthened to reduce the
danger of protectionism.

Tenth, for the LDCs and the less developed LDCs
there must be help toward stabilization of their raw-
material export prices through producer-consumer ar-
rangements, not so much on the Common Fund [price-
increase] model as through an extension of the [Euro-
pean Community’s price-stabilization] Lomé approach.
I realize this will not be pouplar in this room.

Eleventh, continued develoment aid for the Third
World is absolutely necessary, and there must be contin-
ued pressure on the Soviet Union and Comecon to
contribute its share.

Twelfth, the global negotiations in the United Na-
tions must be pursued in order to achieve step-by-step
realization of these theses. The negotiations must take
into account the demographic future of the world.
Through dialogue, the LDCs need to learn what the
content of a new international economic order must be,
while the industrialized nations must learn that great
changes are needed in the world economy. I am aware
that the last two or three theses may be unpopular.

A problem 0f democracy, which we must always
seek to master, is the tendency to neglect our own long-
term interest in the pursuit of short-term interests. We
must keep this in mind as we consider what ways
around our problems, or ways out of them, are avail-
able. The further drop in the oil price will help. It means
that Japan will have a considerable balance-of-payments
surplus, while West Germany will at least be in balance,
and the United States will come closer to balance. This
gives us maneuvering room for stronger de-coupling
from U.S. interest rates. Sinking long-term interest rates
are the key to recovery. They create the basis for
investment. In this context I must say that when my
colleague [Finance Minister] Herr Matthéfer mentioned
an oil import tax, he did not speak for the coalition.
Such an action would be futile especially if prices were
to rise again, and is not under consideration. At the
Versailles Conference [of Western leaders], we will
discuss all these issues. A central issue will be a lower
U.S. budget deficit, but this will be approached not
through confrontation but through an effort to come
together in agreement. . . .
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PART II

Europe’s Common Agricultural Policy:
the attempts to dismantle it

by Cynthia Parsons and Susan Brady

On March 18, ten days before the March 29 summit
meeting of European Community (EC) heads of govern-
ment and simultaneous ministerial negotiations on the
1982-83 Common Agriculture Policy (CAP), British
Prime Minister Margaret Thacher declared that she
would block a farm-policy settlement until EC members
agreed to limit Britain’s contribution to the Community
budget. “If we do not get a satisfactory solution of the
budget,” Mrs. Thatcher threatened, ““then we could not
possibly agree to a settlement of the CAP.” Agricul-
In an attempt to prevent Mrs. Thatcher from totally
disrupting a summit meeting which he insisted should
focus on the strategic issues of interest rates and the
deepening world depression, West German Chancellor
Helmut Schmidt intervened to take the budget off the
agenda. Special consultations beginning April 3 on the
budget were to center on the EC Commission’s latest
‘“‘compromise’ proposal, an extended five-year grace
period during which Britain would enjoy a ‘“money-
back’ guarantee, albeit on a decreasing scale. Then, on
the eve of the summit, French President Frangois Mitter-
rand told his Cabinet that France had by no means
agreed to the compromise on the British contribution
being worked out in Brussels, understood to be increas-
ingly generous to the United Kingdom in exchange for
British agreement to a compromise on farm prices.

Threats to the EC

The Mitterrand pronouncement was taken as an
indication that the French government was prepared to
blow up the summit, if not the EC. Mitterrand had
earlier floated the idea of pushing through farm-price
rises by majority vote, without Britain. Under pressure
from its farm population, the Mitterrand government
has not hesitated to assert that the EC can survive
perfectly well without Britain. “The essential thing is a
sufficiently solid core of countries who want to go
forward,” French Minister of EC Affairs stated March
24, “‘and the basis of that is a Franco-German accord.”
Britain came into the EC, he continued, “‘and is now
trying to turn it into a free trade zone. If that were
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allowed to happen the EC would eventually break
apart.”

The Mitterrand line, together with continued British
intransigence, has tended to wear down West German
patience. Pre-summit discussions revealed that Bonn
has little desire to pacify Britain with an expensive
budget settlement. In the end, the summing meeting
was inconclusive. Whether the unravelling of Britain’s
policy administration in the wake of the Malvinas
takeover will force her to withdraw resources from her
wrecking operation remains to be seen. Otherwise, there
is every reason to believe that wrangling over the new
CAP program will continue into the summer months.

In the meantime, Europe’s farmers are left to con-
front a deepening economic crisis.

As EIR explained in Part I of this report, the
Common Agriculture Policy, though weakened signifi-
cantly over the years, has succeeded in building up
modern agriculture in Europe, and it remains essential
for assuring progress in the farm sector. The CAP is
responsible, among other things, for the fact that milk
and sugar are produced in *‘surplus’ quantities and that
for the past three years Europe produced bumper grain
crops, outgrowing domestic sales. As a result, Europe
has recently joined the world’s major grain exporting
countries—something that should be considered a wel-
come development in a world where hundreds of mil-
lions go hungry each day, and something that might be
expected to inspire a joint U.S.-European effort to
foster the type of economic development in the Third
World that will open those vast markets.

Instead, as we shall see, the successes of CAP have
been the occasion for new attacks on its basic principles,
not only from Britain but from the United States.

Why Britain must import food

For Britain, the farm-price settlement is not impor-
tant. Since the 1846 Corn Laws, which marked Britain’s
decision to import cheap food from the colonies rather
than develop the food-producing farm sector at home—
a policy promoted and enforced under the “Free Trade”
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banner—Britain’s aristocratic landowners have devoted
their efforts to their full-time hobby of sheep and pig
breeding. They have cashed in as opportune on the
benefts CAP provides in terms of export markets and
any number of related benefits, but have no commit-
ment to the policy. Britain remains dependent on im-
ports for at least 40 percent of its food.

That, ironically, is the root of Britain’s budget
problem with the EC. As an EC member, Britain’s
farm-product imports are subject to ‘“‘import levies”
based on the CAP’s “threshold” prices. The threshold
price, the central mechanism for protecting the internal
market, determines the lowest price at which grain can
be imported into the EC. These levies are paid into the
CAP fund, the Feoga, which in turn finances the entire
CAP. Britain complains that it pays more into Feoga
than its own farmers receive. But recent estimates show
that while the CAP costs Britain overall about £ 1.4
billion, a reversion to the pre-CAP farm policy in
Britain, geared to support farm income at 1980 levels,
would cost the British Treasury £ 1.7 billion!

Yet, since joining the EC, Britain has never stopped
trying to wangle its way out of paying the cost of
membership. Britain’s share of the total EC budget
amounts to some £600 million, yet in 1980 Britain
contributed a mere £55 million under the temporary
budget agreement expiring next month. Britain insists
on reducing this contribution even further, and, at the
same time, with the budget issue as a pretext, demands
the effective dismantling of the CAP.

U.S. ‘free-marketeers’ attack CAP

Over the past year, Britain’s demands for a reduction
in CAP price-support levels have been bolstered by a
campaign against the CAP led by free-marketeers in the
Reagan administration. The United States has demand-
ed that Europe slash the export-credit programs that
facilitate its farm exports, claiming “unfair competi-
tion,” since the United States does not directly subsidize
agricultural exports. Europe uses the credit programs
to enable exporters to deal with the differential between
EC farm prices, protected at close to the cost of
production, and world market prices, held below break-
even by the multinational grain companies; therefore,
the U.S. campaign amounts to an attack on the CAP
pricing structure, which American officials otherwise
charge with promoting ““overproduction.”

The nominal issue is the competition America faces
from Europe for farm-product export markets in the
rest of the world, primarily in the underdeveloped
sector.

U.S.-EC trade is another matter. There have been
several issues under negotiation during the past year,
such as the dispute over the tarriff status of U.S. exports
to Europe of corn gluten used in livestock feed. But in
this realm the United States is simply concerned to
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maintain its existing large share of the market. The EC
is presently the largest single market for American farm
products, principally feed grains. In fact, for the past 15
years, Europe has taken 30 to 35 percent of total
American farm exports each year. Of the 1980 U.S.
trade surplus with Europe, half—or more than $7
billion—was accounted for by farm products.

For this reason, U.S. action vis-a;-vis Europe on
farm issues is a delicate matter. Rhetoric often diverges
from concrete action. Some observers of the recent
American campaign warn that U.S. stridency could be
counterproductive if Europe decided to cut back on
U.S. imports. Others point out that Europe could not
afford to limit U.S. imports since no one else could
supply them, especially with feedgrains where, together
with corn and soybeans, world trade is virtually totally
monopolized by the United States.

“Now the Community is focussing on some of our
key markets,” Agriculture Secretary Block has com-
plained repeatedly, referring to Latin America, China,
and the Middle East, as well as the Soviet Union, which
imports meat and milk products from the EC. Block has
declared that he will fight all-out to retain old markets
and secure new markets in the face of European com-
petition. “We are not going to stand by idly while the
[U.S. farmers] compete against foreign treasuries,”
Secretary Block announced. It was the Secretary, to-
gether with then-presidential candidate Reagan, it
should be remembered, who promised American farm-
ers that expanded exports would guarantee ““100 percent
of parity—in the marketplace.” The Secretary is in need
of explanations, since American farmers are now in the
worst financial crisis since the Great Depression.

Thus far, however, the administration has been

.reluctant to take the export subsidization issue further

than an official complaint under Section 301 of the
General Agreement on Trade and Traffic (GATT). A
complaint about subsidies for export sugar was filed
last October, followed by one on wheat flour this spring.

More seriously, U.S. Department of Agriculture
officials and agriculture spokesmen such as Senator
Dole (R-Kan.) have jumped on the bandwagon. Assis-
tant Agriculture Secretary for International Trade and
Commodity Programs Seeley Lodwick has taken the
campaign to the hustings. In a lengthy speech to the
Iowa District Export Council in October, Lodwick hit
at the EC’s ““protection” of European farmers and their
markets with high price-support levels, import levies,
and export subsidies. Echoing Great Britain and Amer-
ican consumer activists, Lodwick complained that not
only do European consumers have to foot this huge bill,
but now Europe is shifting the costs of the CAP to the
“world market” through the export subsidies.

Assistant Secretary Lodwick and the rest of the
freemarketeers are misleading American farmers into
believing that EC subsidies are responsible for the
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slump in world grain prices that is devastating Ameri-
can producers. In truth, the problem is neither subsidies
nor surpluses—a surplus is the hallmark of agricultural
success anywhere, and a parity pricing policy to ensure
producers cost of production and a fair profit is essential
for each nation to guarantee its food supplies.

The depression limits markets

The problem of limited export markets, the only
element of reality in the U.S.-EC dispute, is the direct
result of the depressed state of the world economy,
exacerbated by high interest rates and the IMF’s “con-
ditionalities” policy, which has imposed murderous
import cuts on many underdeveloped nations, and
prevented the hungriest among them from initiating
any income-generating activity to begin with. Should
both sides of the Atlantic put their efforts into increas-
ing consumption and promoting high technology-vec-
tored growth throughout the developing sector, the
present surpluses would be taken care of, creating
plenty of markets.

Even a 2 or 3 percent increase in Europe’s own
consumption, which is still very low-quality nutrition-
ally compared with that of the United States, would
gobble up Europe’s so-called surplus. Look at the
“glut” products:

Milk protein consumption, at about 23 grams per
person daily in the U.S., is 5 grams higher than Germany
or France, and 9 grams higher than Italy.

Egg consumption in the United States is 47 grams
per person, and only 36 grams in the United Kingdom
and 34 in France.

Meat, while not a surplus product, ought to be,
because there is ample room for increased consumption.
In the United States, daily meat consumption is 304
grams per person, yet a mere 166 in Italy, 197 in the
United Kingdom, and 241 grams in France. The United
Kingdom has experienced a net décline in meat con-
sumption, and nearly every other food category during
the past ten years.

The fact that cereal consumption is higher in Europe
than in the United States reflects the lower quality of
the European diet. Yet, in Africa, there are over 70
million people who may.get 100 grams of cereal a day if
they are lucky. A similar number exist in Bangladesh.
And, if they were given access to world markets, these
countries—not generally considered U.S. “territory”’—
would snap up any European and U.S. surpluses.

When asked why the United States does not press a
campaign to increase food consumption,”an informed
USDA official said, “Yes, well you have a point here,
but it is easier to get them to reduce subsidies.” Such
immoral stupidity will not only eliminate thousands of
people, but, if imposed fully, would destroy both U.S.
and European agriculture in the process.
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GOld by Montresor

The Congressman from Basel speaks

Rep. Jack Kemp has an un-American proposal for
remonetization of gold internationally.

Some generations ago, my Ameri-
can colleagues attempted to warn
Gen. George Washington that his
trusted lieutenant, one General Ar-
nold, was in the pay of foreign
banking interests. The recent gold
proposals of Rep. Jack Kemp, Re-
publican of New York, are of an
identical character. The Congress-
man’s gold scheme was not only
authored by the Swiss and Italian
bankers of the Basel-based Bank
for International Settlements, but
would surrender America’s nation-
al sovereignty to that institution of
itsenemies.

Representative Kemp, who is
considered prime presidential ma-
terial by his Basel benefactors, has
begun his gold campaign patrioti-
cally enough, as is usual in such
cases of political infiltration. In a
speech before the Federal Reserve
Bank of Atlanta late last month,
Mr. Kemp madea fiery attack upon
the “monetarism” of Federal Re-
serve Chairman Paul A. Volcker,
his BIS colleague. The “incorrect-
ness” of the Chairman’s doctrines,
he said, has caused “‘gyrations of
interest rates and of real output
[and] for the first time in history, we
have suffered two back-to-back
recessions.”

Kemp also noted accurately
that high interest rates are now due,
not to inflation, but in large part to
fears of mass bankruptcies and
depression. He further warned than
any mere ‘“‘reflation” or money-

printing at thisjuncture will lead to
“flight from the U.S. dollar.” De-
fending the U.S. currency, he called
for an end to both monetarism and
reflation, in favor of ‘“‘a classical
gold standard.”

It was his concept of gold that
betrayed his hand, or rather that of
his employers. Kemp specified that
the Federal Reserve should aban-
don monetarist targets; end open-
market operations in the Federal
debt; confine credit provision to the
Fed discount window; and then
make ‘‘the new target of monetary
policy some proxy for the price lev-
el—the dollar price of gold.”

This, he stated, should be done
“in coordination with the central
banks” of the BIS “‘as the former
chairman of the BIS, Jelle Zijlstra,
has suggested.” As also suggested
by the Swiss, Kemp proposed that
the United States ““define the dollar
as a fixed weight of gold” and
“convoke an international confer-
ence on the order of Bretton Woods
to reconstitute an international
monetary system.”

The Swiss plan, as described by
Zijlstra before the International
Monetary Fund last October, calls
for the central banks of Basel, not
national governments, to fix a gold
system of their own. To enforce
such a gold price, the gnomes of
Basel also require control of na-
tional credit, including suprana-
tionally enforced budget reduc-
tions, incomes policies, and tax pol-

icy. Instead of Volcker’s mere credit
deflation, the Basel bankers would
oversee credit, wage, and budget
deflation to maintain a gold price.

Worse, rather than taking his
plan to President Reagan, Mr.
Kemp is secretly meeting with Paul
A. Volcker himself on the scheme,
my sources confirm. ‘““The adminis-
tration is out of the picturesincethe
President’s Gold Commission re-
jected gold in March,” Kemp’s
aides say. “Kemp is working with
the Federal Reserve. This is a plan
to be run and controlled by the Fed,
not the administration.”

No surprise here, since, as this
journal has reported, Rep. Kemp’s
entire ‘‘supply-side” economics
theory was “invented by the Bank
for International Settlements,” in
the words of the Federal Reserve.

What surprises one is the extent
to which Basel policy can be por-
trayed as American. Mr. Kemp’s
close adviser, sometime economist
Jude Wanniski, offered a similar
scheme in the Wall Street Journal
April 2. Wanniski, too, warned that
interest rates are high because mass
bankruptcies face U.S. markets,
and asked an overhaul of the Feder-
al Reserve. He proposed that the
central bank target all monetary
policy to “maintaining a stable dol-
lar-gold price, an idea,” he con-
fides, “offered by the chairman of
the BIS, Jelle Zijlstra.”

Both Kemp and Wanniski ad-
mit that interest rates could still
soar under their plans, as the Feder-
al Reserve “‘targets a stable [gold]
price level, not stable interest rates,”’
as Kemp put it. But, as Mr. Kemp
admitted in his speech, U.S. nation-
al interests are irrelevant. *It is nat-
ural for a man who believes in gold
to be an internationalist, rather
than a nationalist,”” he concluded.
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Domestic Credit by Richard Freeman

The deadly second quarter

High interest rates create loan demand in an unhealthy cycle;
big bankruptcies could come very soon.

In the second quarter,there will be
no U.S. industrial upturn—in fact,
there will be more downturn be-
cause of inventory liquidation and
depressed demand—and second,
interest rates, which have been
murdering the economy, will re-
main high.

In this context, the statement of
Commerce Secretary Malcolm
Baldrige to a breakfast meeting
with reporters April 5 that *“*My gut
instinct tells me there will be one or
two” large industrial failures may
qualify as the understatement of the
year. However, Baldrige’s reitera-
tion of the Reagan administration’s
line that there will be no federal
bailout may be the ingredient that
turns a couple of major bankrupt-
cies into 20 or 40.

The problem is that unless Fed
Chairman Paul Volcker is forced to
resign or lower interest rates, by the
course of ““market events,” interest
rates will stay up and may even rise.

“The prime rate could go as
high as 18 percent in the second
quarter,” Gert von der Linde, chief
economist for the Wall Street firm
of Donaldson, Lufkin, Jenrette, re-
ported April 7. “You have a steady
level of high corporate borrowing,
even though that shouldn’t be hap-
pening in a recession. Corporations
are borrowing,” von der Linde con-
firmed, not for industrial expan-
sion, ““but to pay off old interest on
old debt and even in many cases to
meet current payrolls.”

This unwholesome phenome-

non, in which high interest rates
produce artificial borrowing needs
to finance debt, is reflected in the
fact that corporate borrowing at
banks continued at a 20.5 percent
per annum rate over the last three
months for the latest reporting
week ending March 17, the St.
Louis Federal Reserve Bank re-
ported. Corporate issuance of com-
mercial paper—IOUs—is equally
high.

Normally, in the second quarter
the Treasury Department, because
of incoming tax receipts, would ac-
tually pay down debt, thus injecting
liquidity into the markets. But fall-
ing tax receipts and increased ex-
penditures caused by the Volcker
depression make it likely that the
Treasury will have to borrow in the
second quarter, keeping the finan-
cial markets tight. It will need to
finance a record $50 billion in the
third quarter to meet the needs of
the fiscal 1982 federal budget defi-
cit.

Money supply will bulge in the
middle of April by as much, per-
haps, as $8 to $9 billion, because
large beginning-of-the-quarter So-
cial Security payments and tax re-
funds will be mailed out and find
their way into M-1. Volcker’s reac-
tion will be to tighten.

In this environment, corpora-
tions in trouble may be cut off from
funds by banks who had previously
carried them in the belief that an
upturn would make their debt more
viable.

“It is very likely that there will
be bankruptcies,”’ stated von der
Linde; ‘“‘there may be some that are
unexpected.”

However, it is the bankruptcy
that is most expected which will
pose the greatest dangers to the
economy: International Harvester,
the 25th largest U.S. corporation.
“The chances of avoiding a Har-
vester bankruptcy are pretty slim. It
just depends on what the threshold
of pain is for the banks,” stated
Larry Hollis, an analyst with Rob-
ert Baird & Company, on April 6.

In its restructuring agreement
on $4.2 billion of outstanding debt
last December with a consortium of
350 banks, Harvester had agreed
that its net worth would not fall
below $1 billion. But Harvester an-
nounced April 2 that its net worth
will fall below that level, and by
May the company will technically
be in default of its agreement. The
banks could choose to roll Harvest-
er over nonetheless. But Harvester
lost $300 million in its first financial
quarter, and if it continues to oper-
ate at 35 percent of capacity—as is
most likely—it will have only $300
to $400 million in net worth by
December. How many banks will
wait that long before they fore-
close?

If Harvester is put into bank-
ruptcy court, it will probably be
parceled out to various buyers. This
would break up its integrated ca-
pacity to produce farm, earth-mov-
ing, and irrigation equipment vital-
ly needed in the United States and
Third World.

And, if Harvester goes, 200 to
250 small banks in the Midwest,
which don’t have access to the Eu-
rodollar market to tide them over,
will either go bankrupt or call in
their loans to other companies.
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Enel'gy Insider by William Engdahl

French Socialists play oil roulette

Elf-Aquitaine threatens to undermine French industrial export

strategy and ties with OPEC.

A battle over oil policy is taking
place within the top government
circles of Socialist French President
Mitterrand. The battle focuses on
the French state-owned oil and re-
sources conglomerate, Société Na-
tionale Elf-Aquitaine, and its con-
troversial head, Albin Chalandon.

On March 31, the Paris paper
Le Canard Enchainé, a semi-official
leak sheet for government actions,
reported on a top-level meeting of
Mitterrand, Jacques Attali, his pro-
Zionist adviser; Foreign Affairs
Minister Claude Cheysson; Fi-
nance Minister Delors; the head of
the state-owned CFP-Total oil
company; and Chalandon. Chalan-
don was said to have argued that
France break its long-term oil pur-
chase contract with Saudi Arabia.

Twodaysearlier, Chalandon, in
a nationwide radio interview, pro-
pagandized for his policy. He ar-
gued that, because spot-market
prices are falling below the official
$34 per barrel Saudi contract price,
France should abandon such long-
term contracts in favor of contracts
lasting from three months to no
more than one year. The present
Saudi-French contract, which does
not expire until December, was
signed in 1973. Chalandon is at-
tempting to bolster his case by
claiming France could save 7 bil-
lion francs (more than $1 billion) by
breakingits Saudi contract.

At stakeis one of the fundamen-
tal underpinnings of the previous
policy pursued by former President

Giscard d’Estaing. Under the poli-
cy, France negotiated long-term
trade agreements with certain
OPEC states which not only en-
sured relatively secure petroleum
supply to the economy, but were
also tied to French export of heavy
industrial goods to the OPEC
countries. Until the Israeli bomb-
ing in 1981 gave the new Mitter-
rand government a pretext to pull
back, the French were assisting
Iraq in developing a domestic nu-
clear power infrastructure as part of
itsindustrialization strategy.

Since the long-protracted Irag-
Iran war has cut Iraqi output, Saudi
Arabia has become the dominant
source for French oilimports. As of
last August, 52 percent of the
French oil supply was drawn from
Saudi Arabia by EIf and its sister
French company, CFP-Total.

Since the French-Saudi agree-
ment in 1973, French exports to
Saudi Arabia grew from about $500
million to more than $1 billion/
year by 1980 when an additional $3
billion package to build up the Sau-
dinavy was signed.

That Mr. Chalandon would be
in the forefront of the effort to un-
dercut the Giscard technology-for-
oil strategy is not surprising. Chal-
andon has been described as ex-
tremely close to a secret European
Masonic order, the Sovereign and
Military Order of the Temple of
Jerusalem, which is under investi-
gation in France forits relationship
with the underworld Service

d’Action Civique (SAC). Chalan-
don was undercut in August 1980
by Giscard’s Minister of Industry,
André Giraud when Chalandon at-
tempted to turn the state-owned oil
company into a speculative raw-
materials conglomerate by trying
to buy the U.S. oil and uranium
company, Kerr-McGhee, for $3.5
billion. Giscard told the enterpris-
ing Chalandon that the sole pur-
pose of the state-owned company
was to secure regular petroleum
supplies for France.

Within days of the May 1981
Mitterrand election, the new Presi-
dent gave the green light for Chal-
andon to resume his marauding.

The result was predictable.
Chalandon (and, according to reli-
able sources, Mitterrand himself),
working in tandem with world-fed-
eralist Canadian Prime Minister
Pierre Trudeau, got control of Tex-
asgulf, the large U.S. raw-materials
conglomerate. Within two months
of the contested Elf takeover of the
U.S. resource company, Chalan-
don raised the price of sulfur
charged by Texasgulf a devastating
$10 a ton to $150. Chalandon now
controls what has been called by
one analyst “the most valuable
long-term phosphate resource this
nation has,” at Lee Creek, North
Carolina, and the second-largest
U.S. sulfur producer.

Regardless of the outcome of
the immediate Franco-Saudi show-
down, M. Chalandon has made his
overall approach abundantly clear.
Unlike the Giscard government,
the Elf head is joining the Canadian
move to create huge multinational
conglomerates, backed by the pow-
er of the state, to further a London-
scripted policy of neo-colonial re-
source control. The rest of the
world is the loser.
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Agriculture by Susan Brady

The ‘user fee’ caper, Part I11

Only on the fundamental issue of the American System versus
British “'free market’” dogmas can the fight be won.

Opponents . of the Reagan
administration’s ‘‘user fee’” propos-
als for the nation’s inland water-
ways and deep-draft ports and har-
bors are about to be handed a
“‘compromise’’ they may be in no
position to refuse. It is a compro-
mise which will give the nation an-
other big push down a policy course
antithetical to the American System
principles which built the country
in the first place.

The precedent for the user-fee
program was firmly established
four years ago by the Carter admin-
istration with the imposition of the
inland waterways fuel tax. In spite
of the fact that at that time legisla-
tors were sufficiently circumspect
to demand a comprehensive analy-
sis of the fee-charge policy before
proceeding further, over the past
year Congress has been stampeded
behind David Stockman’s and Paul
Volcker’s budget austerity band-
wagon to the degree that it is
doubtful that the basic policy impli-
cations of the “‘user fee’” caper will
be effectively brought to the fore.

Reports from Washington indi-
cate that the administration has re-
treated from its demand for 100
percent operation and maintenance
cost recovery coupled with seg-
ment-specific surcharges for new
projects—the position for which
Reagan-appointee Deputy Secre-
tary of the Army for Civil Works
Gianelli has carried the banner.
Transportation Secretary Drew
Lewis, who otherwise dutifully rep-
resented the administration team,

has reportedly been given the go-
ahead to explore a compromise aft-
er convincing David Stockman that
the Gianelli tack had no chance.

Lewis is reported to believe that
the administration must ““insulate”
its policy within a “multi-modal”
package of user fees, and the latter
is precisely what may be sent to the
Hill in the form of a new adminis-
tration bill by as early as April 5.
The package would be based on a
national fuel tax on the inland
waterways—increasing the high-
way fuel tax (one of Lewis’ pet pro-
posals), and adding an aviation fuel
tax—supplemented by a nation-
wide customs tax on all cargo that is
to be pumped into a Waterways
Trust Fund to help finance port
dredging.

According to waterway indus-
try sources, the industry has yet to
decide whether to translate its cur-
rent leverage—growing stronger as
the administration, now on its fifth
user-fee proposal during the past
year, continues to flounder—into
compromise legislation it may be
able to live with, or to block any
new laws this year. There is no
question, these sources say, that the
numbers in the administration’s
compromise—high by a factor of
two—willhaveto be fought down.

A decision to block user-fee leg-
islation, however, must be based on
the determination to go to the heart
of the issue—something only men-
tioned in passing in the testimony
and discussion entertained by at
least six sets of congressional com-

mittee hearings in recent months, as
the questionable ‘‘philosophical
premises’’ of the user-fee policy.

When organizations like the
National Waterways Conference or
the American Waterway Operators
state, as the former did in a recent
press release, that cost recovery is a
““sinister scheme’ that can “‘destroy
many basic precepts of the Ameri-
can republic as we know it today,”
they oweit to the nation to spell out
just what they mean—and make
that the central issue.

The current budget crisis is
merely the motor for pushing the
user-fee program. The policy itself
comes from Reagan administration
advisers’ dogmatic insistence that
the federal government has no role
to play in planning, overseeing,
supporting, or in any other way
taking responsibility for the coun-
try’s economic infrastructure. This
is the British myth of *‘free market”
economics, the same myth that the
British Empire used as a battering
ram against the young American
republic. '

With the leadership -of Alex-
ander Hamilton our forefathers
made federal responsibility for in-
frastructure such as the waterways
a cornerstone of the American Sys-
tem. America’s policy of “internal
improvements’ was critical to our
ability to rebuff Britain's numerous
attempts to break up and recapture
our nation, and to build up the most
advanced economy in the world. A
recent study by EIR staff employ-
ing the LaRouche-Riemann com-
puter model demonstrates dramati-
cally that infrastructure investment
by the federal government will be
the most efficient ingredient in a
program to re-industrialize the
United States (see EIR, April 6,
1982).
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Trade Review by Mark Sonnenblick

Cost Principals Project/Nature of Deal Comment
NEW DEALS
Argentina Purchase of 100 kilograms of 20% enriched uranium for Both countries greeted
from U.S.S.R. Argentine test reactors signed in Buenos Aires a week deal as step toward So-
after Argentina reclaimed Malvinas Islands. ' viet sale of enrichment
technology to Argen-
tines.
$86 mn. Brazil from Ferranti of U.K. will design and supply weapons con- First contract signing
U.K./Italy trol system for first 4 of 12 corvettes (small, heavily under British $1.2 bn.
armed escort ships) designed by Brazil and being built jumbo credit terms.
at Rio shipyards. Ferranti will subcontract part of radar
to Selenia of Italy. Guns are provided under separate
contract from Vicker and Racal-Decca of U.K.
$108 mn. Sweden from 0O.K. Kracker of Sweden bought new 21,000 bpd cata- Catalytic crackers in-
U K. lytic cracker from Foster Wheeler’s British subsidiary, crease the percentage of
which will order most of the components from Britain. light products such as
gasoline refined out of
each barrel of crude oil.
$59 mn. Malaysia from Kuantan port on the South China Sea will be repaired
Japan by Mitsui. It has not been used since 1978 construction
due to sinking in soft terrain throwing it out of joint.
$360 mn. Indonesia from Indonesia has ordered a fertilizer plant which will Japanese will finance.
Japan/U.S.A. increase capacity of facility in Timur to 1,500 tpy
ammonia and 1,725 tpd urea. Kobe Steel will build it
using technology ot Keliogg Overseas of Houston.
$50 mn. Iran/Uruguay Uruguay has signed deal to barter beef for oil with Iran. Uruguay has been im-
each way porting 40,000 bpd oil
from Iran without sell-
ing anything.
$95 mn. Soviet Union Pipes for 22 compressor stations on northern section of Germany has not won
from West Siberian-Western Europe natural gas pipeline have been proportionate share of
Germany ordered from Mannesmann. pipeline deals; Italy won
more than share, and is
indecisive on gas pur-
- chase; Dutch are making
gas take conditional on
supply contracts.
$29 mn. India from Chevron will spend at least $29 mn. drilling 3 oil wells Chevron first foreign
US.A. off India’s coast during next three years. risk-contract winner in
India.
UPDATE
$3.3 bn. Iran from West KWU may complete construction of the 70% complete KWU was building 2
Germany 1,300 MW Busher I nuclear power station on Persian plants at Busher with let-
Gulf. Preliminary deal suspends mutual legal claims, ters of intent for 4 more
but must be mulled on by the Mullahs before becoming when the Dark Ages
official. ' struck in 1979.
Brazil from Brazil is offering U.K. suppliers contract for coal pit Electrobras says new
U.K. mouth power station in Santa Catarina state to replace deal would satisfy Brit-
deal for coal conversion of Rio electric plant reported ish demands that Brazil
canceled last EIR. buy equipment promised
: as part of jumbo loan
package.
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BusinessBriefs

Credit Policy

‘America easier to
beat than Argentina’

An editorial in the April 3 Financial
Times of London argued that with the
outcome of the war with Argentina over
the Malvinas Islands still in doubt, push-
ing America around is a much better
bet.

Reminded ‘‘that economic forces are
more powerful than the force of law [the
British Navy],” the editorial, entitled
‘“Armed for the Wrong War,” emphasiz-
es that America is on -a road to depres-
sion, not recession, which may now be
irreversible. If such is the case, the edito-
rial argues, this may be the time to march
in and induce America to create a two-
tiered credit system that would reward
speculators (‘‘better credit risks’’) and
condemn poorer risks (manufacturers
and other producers).

If a depression is irreversible, what
better time to pull out of U.S. stocks and
other securities? “It is certainly not too
soon to be reviewing such a contingency
and planning for it. There are worse
places than the South Atlantic to be un-
prepared.”

Banking

S&Ls ask President to
save U.S. housing

Representatives of the savings and loan
institutions, led by the U.S. League of
Savings Associations, met April 1 with
President Reagan at the White House to
ask him to defend the S&Ls from bank-
ruptcy.

“We expressed our concern about the
effects on financial institutions of current
high interest rates,” U.S. League Presi-
dent Roy G. Green said in a statement
after the meeting. “We told the President
that the pressures of high interest rates
on thrift institutions could hamper his
economic recovery program’ because of

18 Economics

the cost to the U.S. Treasury if it must
fund the bailouts of *“‘troubled institu-
tions.” .

As Green noted, it is the Federal Re-
serve’s high interest rates which are not
only bankrupting the S&Ls, but swelling
the U.S. budget deficit. The Federal
Home Loan Bank Board reported April
Sthat S& Ls’ losses in the last half of 1981
reached a record $3.1 billion, with almost
85 percent of the 5,000institutions suffer-
ing losses, up from 70 percent in the first
half of 1981. S&Ls will lose another $6
billion or more in 1982, thrift analyst
Jonathan Grey of Sanford & Bernstein
estimated April 6. By the end of March,
fully 95 percent of all S&Ls were in the
red, he stated.

As U.S. League President Green has
noted, these losses could cost the Federal
S&L Deposit Insurance Corporation
over $45 billion in the next few years to
bail out bankrupt S&Ls.

The U.S. League stressed that the
S&Ls are the nation’s premier home
lenders, and ‘‘urged that alternatives be
developed to policies that threaten pres-
ervation of community-based institu-
tions, which serve the credit needs of
American families.”” Green specifically
stated that if S&Ls are allowed to go
under, commercial banks will not take
up the slack in making home mortgages,
and families will suffer.

*

Foreign Exchange

Britain’s currency, banking
dive over Malvinas

Britain’s decision to freeze Argentina’s
$1.5 billion deposits in London banks
April 2, following Argentina’s move to
end British colonial possession of the
Malvinas Islands, may damage Britain’s
currency and banking.

“The action by Thatcher was very
bad. It was hysterical, and damages Lon-
don’s reputation as a neutralinternation-
al banking center,” Leonard Santow, the
chiefeconomist for the New Y ork branch
of the British-run Schroder Bank de-

clared on April 9.

““Arabs and Latin Americans have
been withdrawing their money following
the freezing of Argentinian assets, and
this will continue for two more weeks,”
Santow reported.

The pound fell from $1.49 April 5 to
$1.75 on the 7th, while the value of stocks
on the London Stock Exchange col-
lapsed by some $7 billion. The London
Financial Times index of stock values
dropped 23 points from 583 to 560.

Labor

How the U.S. workforce
has shifted since 1970

In 1970, approximately 16 million
people were in the U.S. services and fi-
nance sector workforce. By the late
1970s, employment in this totally non-
productive sector had surpassed manu-
facturing, which employed two-thirds of
the workforce at the end of World War
II. By 1981, there were 25 million service
workers, an increase of 60 percent over
the decade.

In contrast, the manufacturing sector
workforce rose only 1.8 million from
1970 to 1981 —an increase of 8.9 percent.
Actual manufacturing employment
stood only 4.6 percent higher last year
than in 1970—and by February of this
year was down to 1970 levels. And figures
for the last decade mask a shift within the
industrial sector away from basic indus-
tries toward electronics and other light
industry.

Narcotics

Dope Inc. enters
Caribbean Basin plan?

The Port Authority of New York and
New Jersey, some of whose officials are
reported to have ties to the Permindex
world assassination bureau of Dope,
Inc., announced April 8 that it will estab-
lish a trading company in Costa Rica to
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take part in the President’s plan for the
development of the Caribbean Basin, re-
leased March 17,

The trading company ‘will be run by
the World Trade Institute, a Port Au-
thority subsidiary, and Banex, a Costa
Rican bank, for the duration of the two-
year contract.

Port Authority head Alan Sagner
said, ““Costa Rica has one of the few
remaining stable governments in Central
America, thus making it an area of im-
portance to the United States. The sub-
sidiary trading company of Banex will
serve as a new instrument to create
worldwide exports.”

Trading companies, especially in the
Far East, are notoriously used as drug-
handling companies, usually attached to
a major Dope, Inc. bank like the Hong-
kong and Shanghai. Costa Rica is often
referred to as ““Vescoland™ because it
protects the fugitive drug-linked swin-
dler Robert Vesco.

Trade

EC asks Japan to
self-destruct

Two weeks after U.S. Commerce Secre-
tary Malcolm Baldrige accused the Jap-
anese of “stealing” U.S. technology, and
Undersecretary Lionel Olmer demanded
that the Japanese open their economy to
foreign buy-ups, the European Commis-
sion issued a long-awaited paper de-
manding that the Japanese permit for-
eign takeover of Japanese companies,
and buy more foreign goods regardless
of prices.

The EC document was a slap at both
the Japanese, who had sent a high-level
delegation to Europe to mitigate trade
problems, and at West German Chancel-
lor Helmut Schmidt, who had wanted
disputes to be settled through the mech-
anisms of the General Agreement on
Trade and Tariffs. The EC declaration
failed to mention any GATT remedy for
the trade imbalance.
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East-West Relations

Venetians propose that BIS
manage East-West trade

Nathaniel Samuels proposed this month
that the Swiss-based Bank for Interna-
tional Settlements take over all manage-
ment of East-West trade and credit from
the West to the Soviet Union. Samuels,
the retired Chairman of what used to be
the Kuhn, Loeb investment bank, is also
a top executive of half a dozen U.S.
insurance subsidiaries and holding com-
panies for the two largest insurance fondi
in Venice, the Assicurazione Generali di
Trieste e Venezia, and the Riunione Ad-
riatica di Sicurta.

In an op-ed in the April 7 New York
Times entitled “‘Larger than the Pipe-
line,” Samuels proposed that since Eu-
rope is dead set on building the Soviet-
European natural gas pipeline, that the
U.S. government “‘cease its opposition to
the pipeline” for a price. The deal would
be agreement by Western Europe and
Japan to *‘agree to an organized system-
atic coordination of lending and credit
policies toward the Soviet Union and
other Eastern European countries . . . to
monitor Warsaw Pact countries’ abilities
to service their debts, to help avoid ex-
cesses of availability of credit from court-
ing of Eastern trade,” and other watch-
dog restraints on East-West trade.

Samuel openly proposed that the
“coordinating financial tasks” of this
agreement ‘‘could be undertaken by the
Bank for International Settlements, in
Switzerland” and the Organization for
Economic Cooperation and Develop-
ment in Paris.

Samuels’s plan is a ““potboiler’” for
similar proposals made to European
governments by U.S. Undersecretary of
State James Buckley in a recent Europe-
an tour, one European expert in New

York said in early April. State Depart- |

ment spokesman Dean Fischer in fact
announced April 6 that European gov-
ernments have agreed to “‘coordination”
and “follow-up discussions’ on the mat-
ter at the Versailles economic summit.

Briefly

® PAUL VOLCKER approved
the first takeover by a U.S. com-
mercial bank of a savings & loan
on April 4, thereby rewriting U.S.
banking law by fiat on the model
of the British cartelized banking
system. The separation between
S&Ls and commercial banks has
been traditionally maintained in
the U.S. to support S&L finance of
home mortgages, which commer-
cial banks do not typically make.

® SWITZERLAND tightened its
credit markets April 7, with the
announcement that the Swiss Na-
tional Bank will limit money sup-
ply growth this year to 3 percent
“in order to combat inflation.” In-
flation in Switzerland in 1981 was
6.5 percent. Last year, the central
bank cut the Swiss money supply
by 0.5 percent. As a result of the
new crunch, nearly 40 percent of
Swiss industrial firms plan produc-
tion cutbacks during the second
quarter of 1982, Union Bank of
Switzerland reported.

® WILLIAM FRENCH SMITH,
U.S. Attorney General, called for
a program of U.S. banking dereg-
ulation April 6, including a “‘re-
view” of the McFadden Act and
the Douglas Amendment to the
Bank Holding Company Act.
These two protective regulations
keep large banks from buying
smaller banks across state lines.

® FREE BANKING ZONESmay
“take a significant amount of in-
ternational lending business away
from London and threaten its po-
sition as a world financial center,”
Robert Brusca, New York Federal
Reserve Bank International Fi-
nancial Markets Research Direc-
tor, told EIR April 5. “Were New
York to grow to the size of Lon-
don, we could begin to control the
international dollar markets,” he
said of the unregulated Interna-
tional Banking Facilities now per-
mitted in the United States. “By
bringing sections of the offshore
dollar markets here, we’re begin-
ning to control those markets.”

Economics

19



On the first of May 1945 the last official Nazi uniform
was discarded by its last wearer, whoever he might have
been, as Adolf Hitler’s organization of terror and mass
murder was finally annihilated by the victorious Allied
arms. As of that date, tens of thousands of the interna-
tional mass murderers and torturers who had opened the
gates of Hell for 12 years discreetly vanished into scores
of well-protected sanctuaries around the world. Their
lines of communication, their finances, and the control-
ling mother organization remained intact. The fascist
international with its various disguises and names such
as Die Spinne, Odessa (Organization der Ehemalige SS
Angehorige), Permindex, and Malmo International,
continued to be a well-preserved asset of its owners. It is
now surfacing once again, summoned by the same own-
ers, attempting to reopen the gates of Hell. Its pawprints
were picked up by our investigators looking into the
attempted destabilization of the [talian republic around
the present Sicilian disturbances sponsored by the Sicil-
lan separatist movement.

The reputed controller of that movement is one Car-
melo Zuccarello, a member of both the Italian fascist
MSI and the Spanish Fuerza Nueva, a man who likes to
describe himself as the ““‘most powerful man in Sicily.”
Above him stands Licio Gelli, the head of the Propagan-
da-2 Freemasonic lodge who, having once been a mem-
ber of Mussolini’s OVRA secret police, later escaped to
South America, engineered Juan Perdn’s return to pow-
er, coached and promoted to power the Libyan madman
Qaddafi, and helped coordinate and finance “‘left” and

20 Special Report

“right” terror organizations in both Europe and Latin
America, from the Red Brigades to the dreaded **Death
Squads.” The Sicilian separatist movement is part of a
broader European-wide capability which includes the
Corsican separatists, the Basque movement, the Turkish
Grey Wolves, and a number of other regionalist violence-
oriented groups whose assigned role is to be the battering
rams against the existing national states of Europe. They
are all controlled and deployed by the same financial and
strategic interests which once launched both the Musso-
lini and Hitler movements. Swiss banking families are
the historical and intellectual “*‘mother™ of these fascist
dregs: by association with such Swiss financial interests,
the controlling apparatus presiding over this fascist net-
work have also been certain financial fortunes of the
Anglo-American world.

The case of Hitler

It is now a well-documented fact that the Austrian
hippie Adolf Hitler was installed to power in Germany
at the insistence of the Bank for International Settle-
ments, the sinister “‘central bank of central banks™
based in Switzerland, for the purpose of carrying out an
economic program of population reduction, slave labor,
and genocidal financial looting similar to the present-
day Global 2000 program proposed by the same bank
today.

The BIS had been established after the Versailles

The Hohenstaufen palace overlooking Palermo, Sicily.

v
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Treaty for the ostensible purpose of administering the
debt and reparations payments of defeated Germany.
The BIS invented and promoted Hjalmar Schacht into
the post of director of the Reichsbank, a position
analogous to Paul Adolph Volcker’s today, with a
mandate to financially crush the vitality of German
industry. The BIS, and the various German debt-admin-
istration commissions such as the Dawes Plan and the
Young Plan, along with Hjalmar Schacht deliberately
brought about the world depression of 1929-33 and
created highly unstable political conditions which made
governance virtually impossible, especially in Germany.

Toward the end of 1932, the option existed for an
industrial and economic rehabilitation of Germany
around a program of national mobilization proposed
by General Schleicher. The Swiss BIS, Hjalmar Schacht,
and their Anglo-American banking cohorts, led by
Schroders Bank, vetoed that plan and instead promoted
Adolf Hitler to power.

Up until that time Hitler was the titular figurehead
of a movement of degenerate hippies, environmentalists,
homosexuals, and racist kooks which had been for years
financed and promoted by the occupying financial
powers, and cultist secret societies such as the Urania
Temple of the Golden Dawn and Madame Blavatsky’s
Theosophists, all associated with British intelligence,
the British Museum in London, and the Museum of
Natural History in New York City, one of the main
centers of racialist “‘eugenicist” doctrines.

Schrider’s Bank in particular played a crucial func-
tion in both cultivating the Nazi networks, especially in
lavishly financing Hitler’s ascent to power in January
1933. Associated with Schroders Bank during that time
were the two Dulles brothers, John Foster, who later
became Secretary of State, and Allen, who later headed
up the CIA. They sat at the board of directors of the
bank and their law firm, Sullivan & Cromwell, repre-
sented the Schroders Bank’s interests. Before the war,
the Dulles brothers had distinct and public pro-Nazi
sympathies. They were advocating the use of Nazism as
a foil to be used against German national interests and
groups such as the traditional military, the industrialist
leaders, and the old Prussian, Humboldt-trained scien-
tific and political elite. During the war, Allen Dulles
stationed himself in Switzerland, where he maintained
intelligence operations and contacts with Nazi leaders
throughout. After the war, Allen Dulles was part of a
much broader effort, involving the international con-
duiting of billions of dollars of Nazi fortunes to safety
and the movement of Nazi criminals into hiding around
the globe.

This special report will give the reader a fair idea of
how these old Nazi networks continued and evolved
down to our day.

We begin with an eyewitness report from our special
correspondent in Sicily, which documents the role of the
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Sicilian separatist movement of today in an ongoing
attempt to destabilize the Italian government, and from
there, to destroy the government of West German
Chancellor Helmut Schmidt, the linchpin of East-West
relations. As our special correspondent reports, the
stated aims of the Sicilian separatists conform to those
put forward by leading NATO commanders in Europe.
Next, in Part I of an historical series by Michelle
Steinberg, we present the story of the creation of today’s
Sicilian Mafia by the remains of the British and Ameri-
can intelligence services from World War II. Part II of
Steinberg’s report will trace the connections of the
Mafia kingmakers and collaborators in U.S. intelligence
circles up to the highest levels of the U.S. Justice
Department and State Department today. A case study
of the Swiss banker and Fascist International controller
Francois Genoud, from our Wiesbaden bureau chief
Thierry Lalevée, and an extensive guide for readers
through the networks of the Fascist International over
the past five decades, prepared by counterintelligence
specialist Scott Thompson, round out our report.

Swiss bankers’ puppets

Repulsive and odious as the criminal mentality of
these pathological Nazis is, the reader ought to take one
step back, hold his or her nose, and try to look at what
is behind them. They are mere puppets. They are just
another political commodity, dumb, vile, and cruel,
which is traded in the market place by the masters of
high finance. The Swiss banking tradition of trading in
this vile commodity goes very far back in time. Just as
they stood behind Hjalmar Schacht, Hitler’s Paul
Volcker, so they stood, during the previous century,
behind the Jacobin mob of the French revolution and
Charles Necker, the central banker who triggered that
revolution. The banking house which then owned both
the French central banker and the French Jacobin mob
was the Schlumberger-Neuflige-Mallet banking group
of Geneva. That same group in recent years has con-
trolled the assassination outfit called Permindex Inc.,
which was responsible for the assassination of President
John F. Kennedy, and for numerous attempts on the
life of French President Charles de Gaulle. The leading
personnel of Permindex at various points have been
leading Nazi figures, including SS Colonel Otto Skor-
zeny, Hitler’s favorite killer-commando, and the son-in-
law of Hitler’s Finance Minister Hjalmar Schacht.
These are the people who created the ‘“‘Jackal” who
attempted to kill President de Gaulle, as well as “Car-
los” and other notorious left- and right-wing terrorists
over recent years.

These old Nazi networks are now summoned by
their masters in high finance for a series of assaults
against national institutions around the world. The
Sicilian independence caper is only one of these Nazi
campaigns.
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Eyewitness report: how the Sicilian
separatists do NATO’s bidding

by a Special Correspondent

The following is an eyewitness report by an EIR special
correspondent who attended a series of meetings called
ostensibly to build for the April 4 anti-NATO demonstra-
tion in Comiso, Sicily.

From the center of Palermo, Sicily, the Norman
Palace dominates the city from its hilltop position
surrounded by little gardens. Today it is the seat of the
Sicilian regional parliamente. This is not a regional
council such as those that exist throughout mainland
Italy; Sicily is a region with a special statute, and the
power of its parliament is much broader than that of
Italy’s other 17 regional administrations.

On the main facade of the palace there is a stone
plaque which recalls that Frederick I (Hohenstaufen)
of Swabia lived there in the 13th century, and that he
was the first to gather to his court the men of letters,
those poets who wrote in the vernacular tongue to give
the population a universally comprehensible language,
capable of communicating ideas. The cathedral of Pal-
ermo, constructed in the 12th century, reproduces the
themes of the great French cathedrals of the epoch; and
one is surprised to reflect that it is true that the land of
the Mafia was the first cradle of the Italian Renaissance.

There are people today who would like to change
history. They are not content with the special autono-
mous status which Sicily enjoys under the Italian consti-
tution, and they would like to make it no longer a
region of Italy but an “island-nation” like Malta. If we
identify precisely who they are, what is the end they
seek, and if one were to conduct an open political
campaign to drive them to the fringes of society, then
the woes of Sicily and perhaps many of those of present-
day Italy would be resolved.

Behind the Mafia myth

There is a devilish alliance which has tormented
Sicily since the postwar period: the alliance between the
Mafia and the NATO apparatus. Previously the alliance
existed between the Mafia and the Mussolini regime.
The problem lies in the fact that the Mafia is seen by
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many as a government structure. The profound coward-
ice in dealing with the Mafia, promoted by presumed
radicals like the writer Leonardo Sciascia, has allowed
it to continue to be able to use Sicily as a *‘special”
region, while nurturing secret projects for detaching the
island once and for all from the national government in
order to carry out the filthy traffic in drugs and arms
totally undisturbed.

At the end of World War II the Anglo-American
secret services used Mafiosi to make contacts in Sicily
in preparation for the allied landing. Well known are
the cases of the alliances between American agents
Vanni Buscemi Montana (today a fervent admirer of
the would-be Duce II, Socialist Party leader Bettino
Craxi), Max Corvo, and Lucky Luciano; or the contacts
between British agents and characters like Antonio
Canepa, the Communist Sicilian-independence leader
whose economic program was precisely the self-man-
agement corporativism that had been Mussolini’s orig-
inal policy and was shared by British intelligence’s
Action Party. Since it would be absurd to suppose that
without the presumed ‘‘aid” of the Mafia the war could
not have been won by the Allies, one can only assume
that some groups of oligarchical orientation such as
that of Winston Churchill or Charles Poletti started to
work with the Mafia in order to have a capability at
hand to use as a tool to control or destabilize adverse
national governments.

NATO’s objectives

Last Feb. 27 at the City Council Hall of Catania a
speech was given by Admiral William J. Crowe, Jr.,
commander-in-chief of the Allied Forces of Southern
Europe. In his speech—which was held the very day
that news of the atomic submarine surprised in Italian
territorial waters was put out on the news wires—Crowe
announced for the first time officially that the peril to
NATO came not only from the East but also from the
South. The main argument was that the U.S.S.R. is
threatening to cut off the Middle East petroleum routes.

But this is not the main significance of the speech.

EIR April 20, 1982



Crowe in fact touched on two topics which reveal a
crucial aspect of NATO strategy: 1) If for any reason
the United States should lose ““faith . . . in the resolution
and decision” of the European allies, it would tend to
withdraw into an “‘isolationist’ attitude, ‘“‘and therefore
it is important that the Europeans recognize that any
change whatsoever in the American people’s percep-
tions—right or wrong—can rapidly bring down an
already-decided government policy”; and 2) Crowe
complained that the populations of the southeast rim of
NATO are expanding rapidly and he concluded: “Even
without foreign intervention, this demographic factor
constitutes in itself a sufficient element to create political
instability for the rest of the century.”

What does this mean? It means that NATO has
announced that to enact the ““southern flank™ strategy
means, on the one hand, imposing the dictates of the
Carter administration Global 2000 project of reducing
world population, and, on the other hand, overthrowing
those governments that oppose such a strategy.

The Mafia has been mobilized today to realize these
objectives. Within this general strategic goal, the Mafia
has its own particular ends. But they are not inconsistent
with the general ends of the Global 2000 gameplan: The
traffic in dope and weapons is precisely among those
things that most enhance what is euphemistically called
“population control.” In Sicily it is very visible that the
most diverse forces are converging on these objectives:
from the fascist networks coddled in Franco’s Spain,
which represent the highest-level structure, to the inde-
pendent-Sicily movements of every political color, to
the useful idiot Colonel Qaddafi of Libya and his even
more useful henchmen on the island.

The independence movement

The Fifth Congress of the Siculan Independence
Movement, named for the Latin term for the largest
indigenous Sicilian ethnic group, the Siculi, was an-
nounced with huge posters. In a small hotel room in
Ragusa in southeastern Sicily about 30 persons gathered
who, with the typical mysticism of those ready to burst
out into terrorist acts at the drop of a hat, protest that
“regimes change but the police are always the same,”
and then run down the list of the martyrs from the
postwar period to the present of the Esercito Volontario
Indipendentista Siculo (EVIS—the Voluntary Sicilian
Independence Army). Pippo Sciano, president of the
movement, explains that it is time to unite with the
ecologists to defend the Siculan soil and bring the
colonization of the “continent” (the Sicilian term of
reference to the Italian mainland) to an end. The
program is to make Sicily an island nation like Malta,
and convert it into a free zone. It appears that Sicano is
close to the Palestine Liberation Organization. Another
speaker proposes that bilingualism be introduced even
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Muammar Qaddafi has made major purchases of land on
Pantelleria and Lampedusa, and the Italian press has given
widespread coverage of reports that Libya intends to establish
military bases on the islands.

though it is not with “cultural” movements that Sicily
will be liberated. The few participants applaud loudly
and shout when the speeches are finished: “Long Live
free and independent Sicily.” This reporter felt a bit
uneasy, thinking that these are old militants from the
EVIS, which counted 8,000 under arms whose weapons
have never been found.

Where might Mr. Sciano have gotten his ideas from?
Just a few weeks earlier at Nancy, in France, there was
a meeting of the Pan-European Union of Otto von
Hapsburg, pretender to the throne of the defunct Aus-
tro-Hungarian Empire, with exponents of Siculan inde-
pendence and others from Corsica, the Valle d’ Aosta (a
French-speaking semi-autonomous region in northern
Italy), and the South Tyrol (another Italian region with
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a non-Italian German-speaking ethnic minority) partic-
ipating. Contacts and programs of reciprocal visits to
the respective demonstrations planned in each region
for the next period were established at that Nancy
meeting. Valdostan and Tyrolean representatives partic-
ipated in the Ragusa meeting, along with representa-
tives of Sicilian organizations in the United States.

But what gave substance to this flag-waving was the
project of making the “Sicilian Independent Nation”
into a free zone. One of the leaders of the movement,
who carries himself very proudly because he is consid-
ered a man of the ‘“‘Americanni,” unlike the other
separatists who are merely financed by Qaddafi, ex-
plained it to this correspondent. If Sicily is a free zone,
it will become the hinge of trade between Africa, Asia,
Europe, and the United States, a world commercial
center more important than Hong Kong. ““Raw mate-
rials could be worked up here into finished products
and re-exported at a very low price. Naturally a large
part of this trade would consist of drugs, but we only
are concerned that it not be consumed here. If anyone is
so stupid as to use it elsewhere, it is no problem for us
to sell it.” He recalled with a flash of rage in his eyes
that the petroleum swindle of 1975 was organized in
Sicily, and claimed that Sicily should have realized the
proceeds of the black market in oil.

These projects for “independence” might seem im-
potent dreams, but is it not perhaps also true that
Michele Sindona [the Italian banker known in the
United States for massing fraud in the collapse of
Franklin National Bank] came to Sicily in 1979 with the
idea of preparing a “‘secession’’ from the Italian govern-
ment?

Qaddafi finances and supports the ecology move-
ment and peace movement precisely in order to pursue
this end. ‘‘Leave Qaddafi alone,” a businessman from
Catania hints to one meeting. ‘““What he is doing [for
the demonstration in Comiso] is useful for attracting
the attention of NATO to Sicily.” Then he patiently
explains that what happens in the political world means
nothing, because all the politicians and journalists are
paid either by Qaddafi or by Sicilan “industrialists.”
“It’s that way in other places too, only here in Sicily it’s
really everyone, everyone.”

Who are these *“industrialists”? They are people who
“want to make a lot of money with short-term invest-
ments,” and therefore they finance the drugs and arms
trade, and are perfectly open to the idea of a Hong
Kong in the Mediterranean. Anyway, they argue, if
they don’t do it in Sicily, someone else will reap the
benefits, as occurs now with most of the drug traffic
passing through Albania. The problem is that up to
now, because of the Italian national government, the
Sicilian ‘*‘industrialists” have not been able to ally
openly with Qaddafi and use his money. If they could
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do it, the profits, already calculable in billions, would
increase even more.

One small detail: The businessman who is saying all
these things comes from the ranks of the right-wing
Falangists of Spain and he claims to be, and probably
is, the friend of persons at the highest ranks of NATO.
That is, he does not belong to the Mafia per se, but to
that structure that uses the Mafia and its greed to enact
strategy by means of ‘‘business.” His role is the same as
that of Licio Gelli, the grand master of the Propaganda-
2 Freemasonic lodge which was exposed ten months
ago in a coup plot against the Italian government.

The Falangist’s admiration for Qaddafi is. matched
only by that expressed by an important local Commu-
nist, organizer of the Comiso demonstration to protest
the emplacement of NATO nuclear missiles in Sicily. He
says, like everyone in Sicily, that he knows perfectly well
that Sicily is already full of nuclear missiles, and that the
Comiso rally will change nothing from this standpoint,
whether or not the installation is made. The unaccepta-
ble detail about Comiso is that its missiles will be aimed
against Qaddafi’s Libya.

The ecologists themselves maintain that the con-
struction of the Comiso base, given the narrowness and
indefensibility of the location, is in reality extremely
improbable. Everything that is going on around Com-
iso, from the construction of the site to the movements
against it, is a scenario around which rotate two orders
of converging interests, however much differentiated
they may be in the multicolored disguises of Mafia and
ecology movements. The first is that strategic interest of
NATO, which, far from being interested in problems of
defense, looks to the overthrow of governments impor-
tant for international political stability like that of the
current Italian Prime Minister Spadolini. At the second
level, the Mafia is mobilized for the financial advantages
of Sicilian independence to traffic in arms and drugs.

In Sicily today billions of lira are circulating from
this illicit traffic. But all you have to do is to go into the
alleyways of Palermo to find yourself in the blackest
wretchedness. The independence advocates demagogi-
cally ascribe this poverty to the policies of the *“‘conti-
nental government.” In reality, it is the fruit of the fact
that up to now, the Italian government has not done
enough to defend the Sicilians from the Mafia’s oppres-
sion. The reason for this is the high-placed protectors of
the Mafia: The P-2 apparatus of the “friends of Haig”
in NATO. It is they, in many cases the relics of the
fascist regime selectively salvaged by Charles Poletti
and the Dulles brothers, who today use Qaddafi as an
arm for crushing republican governments.

Until they are eliminated, the commemorative
plaque of Frederick I on the Norman Palace will
remain only the pathetic testimony of Sicily’s glorious
past, in the midst of a sea of misery.
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An Anglo-American intelligence project:
the Mafia and Sicily’s separatism

by Michelle Steinberg

Were it not for the officers of the Anglo-American
intelligence forces that occupied Sicily beginning in 1943,
and which struck up a strange alliance with organized
crime and Freemasons to shape the future of Italy, the
so-called Sicilian Mafia would have remained the confed-
eration of petty criminal overlords used for centuries by
the Sicilian oligarchy to settle the affairs of the island.
But with the assistance of British and American elites,
such as British Special Operations Executive head, Sir
William Stephenson; former New York Governor and
Republican Party scion, Thomas E. Dewey; former Cen-
tral Intelligence Agency Counterintelligence chief, James
Jesus Angleton; and OSS Station Chief Allen Dulles; the
Sicilian Mafia was reorganized and upgraded into a
sophisticated enforcement apparatus, interlinked with
the London-directed Scottish Rite Freemasonic lodge
Propaganda-2.

The setting up of Sicily as the Mediterranean base of
operations for international narcotics smuggling, arms
traffic, and terrorism was one feature of an international
reorganization coordinated by operatives of the British
Royal family in both Europe and the United States, to
exert social control in an international arena no longer
dominated by the British Empire. The tools of this new
order were to become terrorism, drugs, and regional
destabilizations coordinated through international crim-
inal networks like the Sicilian Mafia.

Over thelast three years, a series of scandals involving
Italy has begun to peel away the cover of the decades-old
criminal enterprises created by the Anglo-American in-
telligence cabal in the post-war period. In early 1980, the
Billygate scandal surfaced, revealing an organized crime
network inside Sicily which functioned as agents for
Libyan dictator Muammar Qaddafi, and headed locally
by Michele Papa, a leader of the Sicilian separatist
movement. By June 1981, it was revealed that among
Papa and Qaddafi’s criminal friends were the members
of a secret Freemasonic lodge in Italy, controlled out of
London, and responsible for almost 15 years of terrorist
bloodshed in Italy.

The networks presently involved in the Sicilian sepa-
ratist operation are the same as those identified in the
Billygate affair, and in the Propaganda-2 scandal. In the
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early 1960s, these same networks operated an interna-
tional assassination bureau under the name of Permin-
dex—Permanent Industrial Expositions—and success-
fully carried out the assassination of President John
Kennedy, and Italian industrialist Enrico Mattei, as well
as more than 30 unsuccessful attempts on the life of
Charles de Gaulle. In December 1981, these networks
once again emerged as the controllers of the leftist
terrorists who kidnapped NATO Gen. James Dozier.
One of the major assets of this network is the Italian
Socialist Party headed by Bettino Craxi, a party which
owes its existence and influence to the Anglo-American
Mafia and Freemasonic networks. The following report
will document the interconnections among these net-
works since 1942, and provide the basis for an interna-
tional effort to shut down the criminal enterprises they
are using to destabilize Italy and the European-American
alliance.

Operation Underworld

The recent round of indictments of alleged Mafiosi
for drug and arms smuggling in Sicily is aimed at a
long-standing network of organized crime figures who
were recruited from the ranks of the Sicilian separatist
movement by British and American intelligence, and
who are related not only by blood and business, but in
their long-standing desire to see Sicily as an independent
base for their operations. Taking a step back in history
makes the picture clearer.

In spring 1942, on the heels of the first ““total war”
on organized crime carried out by then-New York
gubernatorial candidate and former special prosecutor
Thomas E. Dewey, the New York B-3 Section of the
Office of Naval Intelligence began a project to recruit
leading organized crime figures to provide intelligence
on’ enemy operations and protection for allied ships
docking in New York.

The prime target for recruitment into this project
was Salvatore “Lucky” Luciano, then serving a 30 to 50
year jail sentence in New York as a result of the
celebrated show-trial prosecuted by Dewey. Ironically,
it was Dewey, through his long time second-in-com-
mand, Murray Gurfein, head of the New York District
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Attorney’s Rackets Bureau, who initiated the plan to
recruit Luciano into the secret project, and incidentally,
to provide an arrangement whereby Luciano could meet
several times monthly with his syndicate lieutenants—
Meyer Lansky, Frank Costello, and Joe Adonis (Giu-
seppe Doto)—in a private visiting room of the Great
Meadow Prison in New York.

The Luciano project, later a source of scandal
against the ambitious Dewey, was in fact the basis for
the entire restructuring of Mafia operations in Italy
after the war. Though disputed in some detail (the
records have allegedly been destroyed by the Office of
Naval Intelligence), the key contact for ONI and later
OSS was not a Sicilian or Italian-American, but Meyer
Lansky, the still top-ranking boss of organized crime in
the United States.

From 1942, when Operation Underworld began, till
long after the July 1943 invasion of Sicily, Lansky met
weekly with Commander C. Radcliffe Haffenden, the
head of the ONI's B-3 Section, and later with Gurfein,
who left the District Attorney’s office to join ONI for
this project and later became a colonel in the Office of
Strategic Services.

In fact, many of the staffers of Haffenden’s organ-
ized crime unit—which grew to a staff of dozens of
men—had been part of Dewey’s investigative team.
When the British command and Prime Minister Win-
ston Churchill prevailed over U.S. military leaders and
President Roosevelt to make Sicily the first point of
Allied invasion into Europe, Haffenden received clear-
ance from Washington to bring his organized crime
network into the secret plans. His first contact was
Lansky, who assigned Joe Adonis to make contact with
Sicily.

The Luciano/Lansky group already had an inside
source in Fascist Italy. In 1932, Vito Genovese, New
York’s leading narcotics trafficker, fled the United
Stutes to avoid prosecution for murder. Armed with
between $1 and $2 million, Genovese was a generous

contributor to the Fascist Party, and became an intimate
of the Mussolini inner circle in Rome. One of Gen-
ovese's principal jobs was supplying some of Mussoli-
ni’s intimates, most notably his son-in-law Count Ciano,
with cocaine and other narcotics.

By 1944, Genovese, who could have been tried as a
Fascist collaborator, was working as an official inter-
preter for the Allied Military Command. This was
arranged through Col. Charles Poletti, appointed as the
Governor of Sicily under the Allied Military Govern-
ment of the Occupied Territories (AMGOT). Poletti,
who had been the Lieutenant Governor of New York
under Herbert Lehman, and Acting Governor briefly in
1942, was, according to Luciano, ‘“‘one of our good
friends.”” During his one month in office, Poletti had
pardoned a number of Luciano’s organized crime
friends serving prison terms.

Genovese was soon accused of stealing military
supplies and returned to the United States to stand trial
for the 1932 murder, but the witness died while in the
protective custody of the District Attorney’s office, and
Genovese was let off. Before long, however, Luciano
himself would be in Sicily to set up organized crime
operations.

Separatist plans

Within a year of Genovese’s return to the United
States, Luciano submitted a petition for executive clem-
ency and freedom to Governor Thomas Dewey. On Jan.
3, 1946, Dewey, with the approval of the State Parole
Board, announced that Luciano would go free, on
condition he would be deported, permanently, to Italy.
In the clemency statement, Dewey states, ““Upon entry
of the United States into the war, Luciano’s aid was
sought by the armed services in inducing others to
provide information concerning possible enemy attack.
It appears he cooperated in such efforts. . . .”

Luciano’s return to Italy intersected a far more
strategically important series of events—the organiza-

The kingpins of
‘Operation Underworld’

Thomas Dewey, New York District At-
torney, later New York governor and
presidential hopeful, recruited leading
organized crime figures to Operation

Underworld.

Salvatore “Lucky” Luciano, the mobster
who was jailed, then freed by Dewey,
deported to Italy, and positioned as an
overseer of the independence movement
in Sicily.
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tion of the post-war Italian government. By this time,
an ideological war was being waged between the British
and American forces, with the British, specifically Prime
Minister Winston Churchill favoring the restoration of
the Monarchy of King Vittorio Emmanuel I11I.

In Sicily itself, the monarchist forces had already
forged an alliance with the local Mafia, led then by Don
Calogero Vizzini, a local boss who had been rewarded
with a mayorship, and had a brief alliance with Vito
Genovese during Genovese's time as leader of the
Sicilian black market in stolen military goods.

The climate for the creation of a Sicilian separatist
movement had been nurtured by Luciano’s *‘good
friend”” Charles Poletti, who, as military governor of the
island following the Allied victory, had banned all
political activity from Sicily except that of the indepen-
dence forces.

In September 1945, an extraordinary meeting was
convened in the outskirts of Palermo attended by the
local nobility, including Duca Gugliermo Paterno di
Caraci, Barone Stefano La Motta, Prince Alliata di
Monreale, and Don Calogero Vizzini. The purpose of
the meeting was to decide on a strategy for Sicilian
independence. The neminal leader of the independence
movement, Antonio Canepa, a long-time asset of British
intelligence, had recently been assassinated for being a
communist. The Duca di Caraci, regarded as the most
likely candidate to head a Savoy monarchy in Sicily,
determined that Salvatore “Bandito™ Giuliano should
be recruited to head the military side of the separatist
army.

Sometime later, during 1946, Luciano was person-
ally on hand, meeting with Don Calo Vizzini at a
Palermo hotel during the founding meetings of the
Sicilian Separatist Party. Already in Sicily was Luci-
ano’s boyhood friend, Frank ““Three Fingers™ Coppola,
who had been deported from the United States for
criminal activities shortly after 1945. In addition to
planning the separatist operations, Luciano, Don Calo,

and Coppola were using Giuliano’s bandit army to
create the future leadership of their underworld opera-
tions.

By April 1947, the hopes of a Savoy restoration were
destroyed in a referendum, but rather than allow the
Communist Party the victory they gained in the election,
the Sicilian nobility hired Giuliano through Prince
Alliata for one final job—the massacre of Communist
leaders in the trade unions and municipal governments,
carried out on May 1, 1947. In return, Giuliano was
promised freedom and sanctuary in Latin America—
possibly on the Brazil estate of Prince Alliata. But after
the Communists were eliminated, Giuliano became dis-
pensable, and was assassinated by one of his own
lieutenants on July 4, 1950.

Despite the demise of the separatist option by 1950,
the separatist movement provided the recruitment
grounds for the cadre of Luciano’s Italy-wide organized
crime operations. From the ranks of Giuliano’s army
came Gaetano Badalamenti, the boss of Sicily’s narcot-
ics trade until his Mafia murder in August 1981, and
Tomasso Buscetta, a patriarch of the Gambino family
which dominates the Sicilian organized crime networks
today.

While the death of Sicilian separatism and Bandito
Giuliano ended one chapter of the Anglo-American
building of the Sicilian Mafia, a parallel operation to
secretly establish a British controlled Freemasonic net-
work in northern Italy provided the basis for a future
alliance. The leaders of the Freemasons were one of
Mussolini’s secret police operatives, Licio Gelli, and his
controller Prince Valerio Borghese, who was protected
by OSS operative James Jesus Angleton.

By the mid-1950s, the arrival of Luciano lieutenant
Joe Adonis in Italy would become the basis for estab-
lishing Milan as a center for organized crime, and the
Italian Socialist Party as one of the principal protectors
of terrorism and the narcotics traffic.

To be continued

Meyer Lansky, to this day the top-rank-
ing boss of organized crime in the United
States, was the Office of Naval Intelli-
gence's key contact in Operation Under-
world.

Murray Gurfein, Dewey’s long-time sec-
ond-in-command and head of the New
York District Attorney’s Rackets Bu-
reau, initiated the plan to recruit Luciano
into Operation Underworld.

Vito Genovese, New York's leading nar-
cotics trafficker, fled New York for fas-
cist Italy to avoid a murder rap in 1932,
and established himself in Mussolini’s
most intimate circles.
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Allen Dulles, William Buckley,
and the Nazi International

by Scott Thompson

Over the last two years a global reorganization of the
fascist Malmo International has occurred, pulling out of
the woodwork the postwar remnants of the secret police
and intelligence services of the defeated Axis powers,
especially the Nazis who regrouped in networks like
Odessa, HIAG, and Die Spinne (“The Spider’’). Together
with their heirs, these old Nazis are being used to assist
in preparation for a wave of regional destabilizations by
separatist armies and for political assassinations by both
left- and right-wing terrorist groups.

Marching orders for this reactivation of the Malmo
International have been issued by the same Anglo-Swiss-
Venetian oligarchy which imposed fascist regimes upon
Europe in the 1920s and 1930s, and protected the reloca-
tion of thousands of leading Nazis and their quisling
allies to “‘safe havens’ after World War II. Daily coor-
dination of this fascist international is carried out
through monarchical cults like the Knights of Malta,
whose many branches unite the oligarchy; through the
British Secret Intelligence Service and its factional allies
in other nations; through an interlocking network of
banks, corporations, and law firms, many of which
helped fund Hitler and Mussolini; and through such
affiliates of the Malmo International as the European
Center for Documentation (EDCI), Pan-Europa Union,
Euro-Droit, and the World Anti-Communist League.

In the United States, it is the political faction repre-
sented by Undersecretary of State for Security Assistance
James Buckley and National Review publisher William F.
Buckley, together with some members of such groups as
the East Side Conservative Club and Gotham Club,
which functions today as the principal controllers of
Malmo International terrorism. The Buckleys have in-
herited this role from the Dulles family; John Foster and
Allen Dulles used their respective positions as Secretary

28 Special Report

of State and Director of Central Intelligence to incorpo-
rate elements of the Malmo International into U.S. cold-
war operations ranging from the 1956 ““Operation Splin-
ter Factor” destablization of Eastern Europe to the 1963
Bay of Pigs invasion fiasco. They also drew upon lifelong
ties to the financial interests that put Hitler in power and
upon Allen Dulles’s fellow Office of Strategic Services
veterans to mount major private intelligence opertions
using the Malmo International. On the U.S. end this
private channel includes members of such law firms as
Sullivan & Cromwell, Coudert Brothers, and Corcoran,
Foley, Youngman & Rowe, as well as the United Brands
Company.

The Malmé International regroups

As part of the regroupment a new centralized com-
mand for the Nazis has been created with European
headquarters in Geneva, Ziirich, and Liechtenstein, and
Latin American headquarters in Caracas, Venezuela;
Montevideo, Uruguay; and Guadalajara, Mexico. A
move is now underway to bring the Nazis and their
allies into the United States in the near future.

One of the premier banks still used to launder funds
to branches of the Malmo International is the Lombard
Odier bank of Lausanne, on whose board sit two
relatives of George Oltremare, the head of the fascist
National Union Party of Switzerland. Another major
funding conduit is the Banque de Liechtenstein-Vaduz,
which is also used by Permindex, the center for “Mur-
der, Inc.” networks combining former Nazis and Jewish
gangsters under British SIS control that carried out the
assassination of President John F. Kennedy and over 30
unsuccessful attempts to assassinate President Charles
de Gaulle. Ironically, this is also the bank led by the
Israeli gangster-terrorist Samuel Flatto-Sharon, who
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has formed hit teams with a section of the Mossad
affiliated with Rafi Eytan in the name of fighting
fascism.

Several arms companies and other firms have been
created to provide logistics for the Malmo Internation-
al. After the British intervened to secure his release at
Nuremberg, SS Col. Otto “‘Scarface’™ Skorzeny, Hitler’s
“favorite commando™ and the son-in-law of Nazi Fi-
nance Minister Hjalmar Schacht, set up an export-
import firm called Adsap in Madrid and another named
World Armco in Paris. These supplied the five divisions
Skorzeny boasted he could raise for special operations.
Otrag is another firm that is suspected of supplying
arms to elements of the Malmo International. As part
of the recent regroupment, Otrag relocated its center of
operations from Libya to Pakistan.

In almost every area of the world, the Malmo
International and its affiliates are actively a part of
destabilizations and terrorism. Increasingly since May
1968 and the implementation of NATO's *‘strategy of
tension,” the fascists can be found as behind-the-scenes
controllers of left-wing terrorism.

A few examples of this global activation include:

In the Balkans, Lord Nicholas Bethell is currently
overseeing a Balkan destabilization that includes play-
ing off Serbo-Croatian hostilities in Yugoslavia and
pitting Yugoslavia against Albania. In order to play the
Balkan Card, Bethell has drawn upon networks estab-
lished by British SIS officer Fitzroy MacLean, who
established contact with all the major fascist parties,
their monarchist supporters, and their underground
opponents during World War II.

Among these are the Croatian Ustashi, the dreaded
secret police of the Nazi puppet “‘Independent State of
Croatia,” whose *‘skull-crusher” units brutally mur-
dered 200,000 Serbs, Gypsies, and Jews. Under the
umbrella Croatian National Council headed by Mirko
Vidovic of Lyons, France, the Ustashi have been linked
to terrorism by the rightwing Otpor and by a leftwing
Croatian National Liberation Front that is believed to
have ties to the Red Army Fraction in Germany.

A parallel Albanian fascist group known as the Bali
Kombetar is headed by a former premier of Albania
Fan Noli. The Bali Kombetar has been agitating for the
annexation of the Yugoslav province of Kosovo by
Albania. The group is believed to have ties to the Red
Flag, a leftwing terrorist group based in Germany
which has carried out several assassinations of Albanian
exiles.

In the Middle East, the Lebanese Falange has long
served as a vehicle of the British and the warhawk
faction of Israel to keep the region unstable. The
Falange was spawned by members of British intelli-
gence's Arab Bureau in 1936 and consolidated by agents
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Adolf Hitler and his Finance Minister, Hjalmar Schacht,
inspect Nazi slave-labor battalions.

of the Abwehr’s Brandenburg Division during World
War I1. Pierre Gemayel, the founder and current head
of the Falange, traveled to Germany in 1936 to attend
the infamous Nazi Party Congress in Nuremberg. The
congress was also attended by other Arab fascist groups
under the ideological sway of the Grand Mufti of
Jerusalem, including the **Green Shirts” and Muslim
Brotherhood, who are the Falange’s behind-the-scenes
allies.

In Mexico and Central America, the Lebanese Fa-
lange and allied networks in the Antiochian Church run
much of the left-wing terrorism. One of the key figures
in this is Archbishop Antonio Chedrawi, head of the
Antiochian Church in the region, who is also an agent
of influence for British SIS and the KGB. Chedrawi
works with the Abumbrad brothers, who made their
fortune in cocaine trafficking and act as a financial
conduit to the 23rd de Septiembre terrorists in Mexico.
One of the brothers, Marwan, also works with the PLO
training camp in Puerto Cabeza, Nicaragua which was
massively expanded after a $100 million Libyan-Nicar-
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aguan friendship deal was signed. Caracas, Venezuela
serves as a center for Lebanese Falange funding of both
left- and right-wing terrorism in the region.

These left-wing groups are pitted in gang-counter-
gang warfare with the fascist death squads that are one
of the principal reasons why the horrible warfare in
Central America is rapidly becoming uncontrollable.
Among the major death squads are Mano Blanca
(““White Hand”’) in Guatemala whose head, Sandoval
Alarcéon, is a member of the World Anti-Communist
League (WACL) and a presidential candidate in Gua-
temala’s recent election. Another major group is the
Alianza Anti-Cummunista Argentina (“Triple A™)
death squad in Argentina. The creator of the Triple A
was José Lopez Rega, the astrologer and principal
adviser to Argentine dictator Juan Domingo Perén and
the controller of Perén’s widow, Isabel Martinez de
Parén, herself President of Argentina from 1975 to
1976. Lopez Rega, a member of the Propaganda-2
Freemasonic lodge, was on intimate terms with P-2's
founder, the former OVRA (Mussolini secret police)
member Licio Gelli. During Perdén’s exile in Spain in
the 1960s, Lopez Rega also became an intimate of the
fascist circles around Otto Skorzeny. It was through his
connection that members of the French Connection
heroin route were put in contact with the Triple A.

In Corsica and the Basque region of Spain, major
separatist armies also exist. The Corsican Franc-tireurs
et Partisans, a terrorist unit of the Corsican separatist
army that maintains close ties with its Mafia-dominated
counterpart in Sicily, took part in an April 1981 attempt
to assassinate President Giscard d’Estaing on the eve of
the elections of France. They were assisted by remnants
of the Organisation Armée Sécrete (OAS) formed by
Vichyite officers in exile in Spain with the assistance of
Skorzeny and Reinhard Gehlen, the former head of
Abwehr intelligence on the Eastern Front, who was
picked up after the war by Allen Dulles.

The Basque separatists, including their two armies
ETA-Militar and ETA-Politico-Militar, are expected to
be far more active in the near future. Over 10,000 people
packed a stadium in San Sebastian last month at which
masked members of the avowedly terrorist ETA-M
burned the Spanish flag. Founded by Jesuits associated
with the Basque National Party (see EIR, Jan. 12 and
Jan. 19, 1982,) the ETA has recently established ties
with the fascist “Grey Wolves” of Turkey who provided
protection for Mehmet Ali Agca on his journey to
attempt an assassination of Pope John Paul II.

Allen Dulles and ‘Operation Land of Fire’

The Dulles brothers had been an integral part of the
operation that put Hitler in power in Germany to serve
as a marcher lord for a drive east into the Soviet Union.
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John Foster Dulles, accompanied by his brother Allen,
was one of the principal agents for Jean Monnet,
Bernard Baruch, and Thomas Lamont of the Morgan
banking family, who imposed a crippling debt repara-
tion upon the German economy after World War I that
opened the door for fascism.

During the 1920s and 1930s both Dulles brothers
played major roles in the ‘*‘Rearming of Germany by
Night.” One of the principal entrees to Germany was
through the law firm of Sullivan & Cromwell, whose
German representative, Dr. Gerhardt Alois Westrick,
was simultaneously a financial agent for Hitler and an
Abwehr spymaster in the United States. Through Sulli-
van & Cromwell the Dulles brothers stood at the center
of financial and political deals joining such firms as the
Standard Oil Company with I.G. Farbenindustrie, one
of the principal beneficiaries of Schacht’s slave labor
program.

It was as a result of these connections that John
Foster Dulles was chosen to take part in the Dawes
Plan loan renegotiations that allowed Schacht to fuel
the blitzkrieg economy. During one trip to Germany in
the late 1920s, Dulles not only took part in extensive
discussions with Schacht, but also held a private meet-
ing with Hitler. Allen Dulles was also a director of the
J. Henry Schroder bank, whose German chairman, SS
General Baron Kurt von Schrider, was one of the main
assistants to Schacht in organizing the fund that fi-
nanced Hitler’s 1933 rise to power. Allen Dulles re-
mained on the board of the Schroder Bank until 1944,
well after he had taken his post as chief of the OSS in
Switzerland.

In Switzerland, Dulles used these private channels
to enter into negotiation with every section of the
military, intelligence, and party apparats in Germany,
Italy, Austria, and the Balkans. It was Dulles who as
part of a joint operation with the British SOE blew the
‘“generals’ plot” to assassinate Hitler, simultaneously
turning over several thousand names of Humboldt-
trained Prussian aristocrats who were part of the coup
plot. When the back of the German war machine was
broken at Stalingrad, it was only natural that leading
members of the SS and Abwehr turn to Dulles to help
execute ‘‘Operation Land of Fire”—a plan to transfer a
large part of the Third Reich’s funds to havens abroad,
where trusted personnel would use these assets to recon-
stitute a fascist international for joint postwar opera-
tions. “Operation Sunrise,” the surrender of SS Gen.
Kurt Wolff and his Nazi units in Italy, was one of the
more publicized parts of this scheme.

The scope of “Operation Land of Fire” was stagger-
ing. Over $500 million in gold was shipped via South
Africa to India and Hong Kong. Equivalent sums were
laundered through Swiss banks to others in Liechten-
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stein, Austria, Portugal, Argentina, Uruguay, and other
South American countries. A 1946 report issued by the
U.S. Treasury said that some of these funds had been
used to purchase controlling interests in companies,
including 200 in Switzerland, [50 in Portugal, 110 in
Spain, 100 in Argentina, and 30 in Turkey.

A multi-tiered system of escape routes was set up.
1) A “spiderweb” of ‘‘underwater canals,” or escape
routes, was set up heading via Switzerland to Italy or
Spain and thence to final destinations in the Middle
East, North Africa, and the Latin American Southern
Cone. Over 100,000 Nazis and their wartime allies used
this route to escape to Argentina alone. 2) The Sover-
eign Military Order of Malta, whose members included
King Victor Emmanuelle and Umberto Il of the House
of Savoy, Italian dictator Benito Mussolini, Argentine
dictator Juan Perdén, and the brother of Reinhard
Gehlen, gave special diplomatic passports to the mon-
archist supporters of the fascists. 3) Britain and the
United States intervened to save leading Nazis as a
nucleus around which to group other SS, Abwehr, and
paramilitary specialists. Among these special cases were
Gehlen, Skorzeny, Schacht, and the former head of SS
foreign intelligence, Walter Schellenberg.

Sir William Stephenson, head of British Security
Coordination in the United States, later admitted that
he had been personally informed of the relocation plans
ayear in advance by Admiral Wilhelm Canaris, chief of
the Abwehr, but instead of pursuing the Nazis to
ground, Stephenson used the Gouzenko atomic spy case
to redirect others in the intelligence community along
Churchill’s *“cold war™ policy line. Nelson Rockefeller,
wartime Coordinator for Inter-American Affairs, was
ultimately fired by President Truman for his support for
Per6én and the Nazi-relocation in Argentina. John J.
McCloy, former chairman of the Chase Manhattan
Bank and of the Rockefeller Foundation, personally
intervened on behalf of Schacht, leading executives of
firms like I.G. Farben, and high-ranking SS officers
while serving as U.S. High Commissioner in Germany.

The Buckley inheritance

The Buckley family and certain of their friends in
the East Side Conservative Club are among the inheri-
tors of these Malmo International networks.

In 1976, the year when the last major activation of
these Nazi networks occurred, a grid of the travels of
William F. Buckley and Lt.-General Vernon Walters
(now Haig’s personal briefer), placed these two in every
major terrorist hotspot: Greece, where the same Paladin
fascist networks involved in the assassination of CIA
officer Richard Welch set out to destabilize the Kara-
manlis government immediately after their arrival; the
Caribbean, where, as the Buckley-Walters visit oc-
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Allen Dulles in Switzerland, overseeing his OSS networks in
the Third Reich.

curred, Orlando Bosch’s Cuban terrorist group CORU
bombed an Air Cubana flight, killing 77 passengers;
Chile, where they met with officials of the Chilean junta
and the DINA, its secret police arm; Spain, where
Buckley used a meeting of Otto Hapsburg’s European
Documentation Center (EDCI) as cover to meet with
participants at an earlier Paris meeting of the World
Anti-Communist League to give-them final marching
orders for a wave of assassinations and bombings that
followed in Spain, France, and Italy by Nazi and anti-
Nazi groups; and, the United States, where acquain-
tances of the Buckley family in the Movimiento Nacion-
al Cubano, an affiliate of CORU and WACL, carried
out the assassination of former Chilean Foreign Minis-
ter Orlando Letelier with backing from the DINA.

The Buckley family’s involvement in activities of the
Malmo International was established through their
father, William F. Buckley, Sr., who worked with
Standard Oil, Royal Dutch Shell, and Morgan-Lamont
interests to stage multiple countercoup attempts against
the Mexican Revolution until he was thrown out of the
country in 1921 as a **pernicious foreigner’ and his oil
holdings confiscated. Buckley next moved to Venezuela,
where he gained control over two-thirds of the country’s
oil deposits as a junior partner of Standard Oil. Buckley,
Sr. personally trained Nelson Rockefeller who worked
with him at Standard’s Venezuelan subsidiary, Creole
Petroleum, to carry out a series of revolving-door coups
that used networks of Buckley, Sr.’s close associates,

Special Report 31



Argentine dictator Juan Perén and Spanish corporatist
dictator Francisco Franco.

Creole Petroleum was later to provide cover for
operations run by the Dulles brothers in the Caribbean,
working hand-in-glove with the United Fruit Company
to orchestrate the 1953 Arbenz coup in Guatamala and
the 1963 Bay of Pigs invasion. Coudert Brothers, the
law firm for the Buckleys’ estimated $110 million mini-
ature oil empire, also had a fascist pedigree as the legal
counsel to Vichy France. Sol M. Linowitz, a senior
partner in the Coudert law firm, was also on the board
of directors of United Brands (formerly United Fruit),
in which Allen Dulles was a major stockholder at the
time he was CIA Director.

William Buckley, Sr.’s children were brought direct-
ly under Dulles’ wing when three of them joined the
CIA at the height of Allen Dulles’ cold-war deployment
of the old Nazi networks as part of his “liberation
rollback” policy in Eastern Europe and a string of
coups d’état in the Middle East and Latin America.
William F. Buckley worked directly under E. Howard
Hunt, then CIA station chief in Mexico, helping to
weave elements of the Malmo International into the
U.S. intelligence establishment.

Other members of the family also played a role in

the coordination of the Malmo International. In Spain,
F. Reid Buckley served as liaison with the Franco
regime, which had provided a base of operations for
Skorzeny and other top Nazis. Others with whom F.
Reid, a member of Franco’s Falange from his youth,
was in contact included: Leon DeGrelle of the Belgian
Rexists; Vichyite war criminals who helped found the
OAS; and Ante Pavelic, the infamous butcher from the
Nazis’ “Independent State of Croatia.”

L. Brent Bozell, a brother-in-law of the Buckley
brothers, has plunged deeply into the pseudo-Catholic
networks associated with the heretical Archbishop Le-
febvre and the Sovereign Military Order of Malta that
has been condemned by the last two Popes. Bozell
formed Triumph magazine in Washington, D.C., and he
even created his own red beret shocktroop, Sons of
Thunder, which he led in street battles with U.S. police
while chanting “Christo Rey” (*‘Christ the King™’). In
the summer of 1970 the Bozells organized the Christian
Commonwealth Institute in El Escorial, Spain, which
brainwashes Catholic youth in the formula that the
Church must return to the Jesuitical doctrines laid down
by the Council of Trent in 1563. “The new Christian
tribe is forming here . . . preparing themselves to shape
the modern world,” one Institute bulletin proclaims.

It is such heretical Catholic layers that dominate
part of the East Side Conservative Club, through such
members as Dr. Henry Paolucci, Timothy Mitchell of
St. Michael’s Forum and Pro Ecclesia, and Tom Bolan,
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the Club’s chairman, who is also a member of the
Sovereign Military Order of Malta. Through his mem-
bership in the Order, Bolan is not only part of the group
that provided diplomatic immunity for many monarch-
ist collaborators of the Nazis, but also directly connect-
ed to leading members of the Propaganda-2 Freemason-
ic lodge. Almost every intelligence and military chief
ousted for their secret membership in the P-2 lodge were
also members of the Order. Bolan was recently appoint-
ed to head the Overseas Private Investment Corpora-
tion, despite the fact that he was indicted on civil
charges and his law partner and close friend Roy Cohn
was indicted on criminal charges of bribery, conspiracy,
and blackmail stemming from their involvement in the
Fifth Avenue Coach Line scandal.

Cohn, another East Side Conservative Club leader,
is linked to the Malmo International through his in-
volvement with Permindex. In 1959, Cohn joined the
board of directors of the Lionel Corporation along with
mafioso Joseph Bonanno. Lionel became a founding
stockholder in Permindex (Permanent Industrial Expo-
sitions). While on the board of directors of Lionel,
Cohn brought in Gen. George Medaris, Jr., who had
been fired by President Eisenhower for his activities on
behalf of the “military-industrial complex,’ as President
of Lionel.

According to an unpublished report compiling in-
formation provided by both the U.S. and French intel-
ligence agencies, Roy Cohn’s connections to the Ken-
nedy murder go even deeper. Using a representative of
Intercontinental Company of Garland, Texas, a subsid-
iary of Lionel, Cohn allegedly provided a Dallas-located
agent to work with Permindex board member Ferenc
Nagy, the former Hungarian premier, in preparing the
assassination of the President. The unpublished report
also places Cohn at fall 1963, meetings in Las” Vegas
which, it asserts, involved planning the assassination of
Kennedy.

The Buckleys have other associations with the Per-
mindex networks. George De Mohrenschildt, a White
Russian leader associated with the NTS who was assas-
sinated before he could testify on his role as a *““‘control-
ler” of Lee Harvey Oswald, maintained close ties with
the family. De Mohrenschildt worked for Nelson Rock-
efeller, then Coordinator for Inter-American Affairs,
during World War II; later, he joined the Buckleys’
Pantepec oil firm in Venezuela which was -integrated
into Standard Oil’s massive Caribbean intelligence op-
erations.

When De Mohrenschildt left Pantepec, he developed
several joint ventures with the Schlumberger Corpora-
tion, which is represented by the Buckleys’ law firm,
Coudert Brothers. Schlumberger is not only a major
part of the United Fruit/Creole Petroleum, private
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intelligence operation that virtually ran the Bay of Pigs,
but Jean de Menil was on the board of Permindex, and
his wife is one of the most prominent international
sponsors of the Muslim Brotherhood terrorists.

The World Anti-Communist League

One of the increasingly important affiliates of the
Malmé International is the World Anti-Communist
League, which has been described as an ‘‘alternate
United Nations” drawing representatives from as many
as 25 governments to its meetings. It maintains chapters
in 89 countries today.

The WACL was formed at a 1967 meeting in Taipei
which brought together the Asian Peoples Anti-Com-
munist League (APACL), the ‘“Caribbean Legion”
which was used for numerous coups in that region, and
similar fascist and paramilitary groups from around the
world. APACL had been founded in the 1950s by de-
nazified Class-A Japanese war criminals, including the
godfather of the Japanese Mafia, Ryoichi Sasagawa; by
Taiwan strongman Chiang Kai-shek; and by South
Korean leader Synghman Ree. Part of the impetus came
from the U.S. China Lobby, whose members included
Tommy Corcoran and Robert Amory of the United
Fruit law firm Corcoran, Foley, Youngman, & Rowe,
and Claire Boothe Luce, who is also a leading member
of the P-2-linked Citizens' Alliance for Mediterranean
Freedom.

The APACL itself, however, was an outgrowth of
British SIS’s Moral Re-Armament movement (MRA),
organized after World War I by Frank Buchman and
the “Oxford Group,” with substantial backing from
Robert Cecil, the senior peer of the most reactionary
oligarchic faction in Britain. MRA’s goal was to forge
a German-U.S.-Japanese-British axis against the Soviet
Union, and it quickly recruited Deputy Reichsfuhrer
Rudolf Hess and SS chief Heinrich Himmler to its
ranks. Another outgrowth of MRA in Asia was Rever-
end Moon’s Unification Church which hosted WACL’s
1970 meeting in Korea and which has been a regular
affiliate of WACL ever since.

Roger Pearson, the chairman of WACL from 1976
to 78, epitomizes the British SIS control over this body.
Pearson is an overt race scientist, who has been on the
board of Policy Review, the publication of British SIS’s
Heritage Foundation, and on the board of a similar
publication of the American Security Council along
with such figures as former CIA chief of counterintelli-
gence James Jesus Angleton and Lady Hamilton, whose
husband was the man Rudolf Hess sought to reach on
his flight to recruit the British into direct support for
the Nazis’ drive east.

The man said to be behind Pearson is Sir Robert
Gayre of Gayre and Nigg (his full title), one of the more
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curious specimens of the British Secret Intelligence
Service. Educated at the University of Edinburgh,
Gayre was a member of the Allied Military Government
of Italy (AMGOT) which set up the combination of
black nobility, Mafia, and Sicilian separatists used later
by Gelli’s Propaganda-2 Freemasonic lodge to carry
out a wave of coup attempts and assassinations. Gayre
has maintained his ties to the circles behind P-2 as a
Grand Cross of the Sovereign Military Order of Malta,
member of the Royal Academy of Sicily, and president
of the Sicilian Anthropological Society. He has held
many posts that proclaim him one of the leading
monarchists, geneologists, and eugenicists, but among
these posts the most curious was as aide-de-camp to
Governor Jimmy Carter whose brother was later re-
cruited by P-2.

Gayre is only one of several connections between
WACL and P-2. Another leading U.S. member of
WACL is Admiral Thomas Moorer, who was named in
court testimony by financier Michele Sindona as part of
a 1979 P-2 coup plot in Siciliy that also involved
Secretary of State Alexander Haig and former CIA
Director Stansfield Turner. Moorer is also on the board
of Western Goals International, whose European head,
Dr. Karol Sitko, is an intimate friend of the P-2 linked
Henry Kissinger and his controller, Fritz Kraemer.

The WACL joins many of the actual controllers of
the Malmo International and affiliated fascist groups.
Otto von Hapsburg reportedly played an important role
in organizing WACL’s 1979 meeting in the old Nazi
stronghold of Asuncién, Paraguay. WACL’s 1980 meet-
ing in Geneva, Switzerland was reportedly attended by
associates of Frangois Genoud, one of the top bankers
for the Fascist International. The Buckley family has
also been closely associated with WACL, through such
members as Marvin Liebman, a former member of the
Young Communist League, who became the chief fun-
draiser for the China Lobby before performing a similar
role for the Buckleys’ National Review and Young
Americans for Freedom.

The WACL’s Latin American regional branch, the
CAL based in Guadalajara, Mexico brings together
such death squads as the Triple A and Mano Blanco, as
well as such Cuban exile groups as Alfa-66 and the
Movimiento Nacional Cubano whose leaders, Hector
and Guillermo Novo Sampol, were convicted for the
Letelier assassination. In addition to the P-2 controlled
group Ordine Nouvo, WACL’s European branch
(WCSE) joins together members of Hapsburg’s Pan-
European Union (PEU) and of Euro-Droit, itself an
amalgam of fascist groups ranging from the MSI of
Giorgio Almirante to the Belgium National Front.
These are a few of the combat units that are coordinated
through this fascist *‘alternate United Nations.”
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The Malmoé network of right-wing fascists
and the strange case of Francgois Genoud

by Thierry Lalevee, Wiesbaden Bureau Chief

The recent arrest in Paris of Swiss left-wing terrorist
Bruno Breguet and his accomplice Magdelena Knopp,
members of the West German terrorist Baader Meinhof
gang, brought to light once again the interface between
left- and right-wing terrorism, specifically the way left-
wing terrorism has been financed, organized, and manip-
ulated by the old Nazi international which has been
called the Malmo International since its second congress
in Malmo, Sweden in 1951.

Investigations have revealed that this is the very same
network that has been used for decadesas an internation-
al assassination bureau, which under the name Permin-
dex, was responsible for over 30 assassination attempts
against former French President Charles de Gaulle, as
well as the murder of U.S. President John F. Kennedy.
Investigations also reveal close links to Italy’s Propagan-
da-2 (P-2) Freemasonic lodge, exposed last year for its
role in financing and organizing both left- and right-
wing terrorism over the past several years.

Not by coincidence, perhaps, this is the very same
network which is now being activated in an attempt to
organize an upsurge of the Sicilian independence move-
ment. Bruno Breguet himself, most likely arrested in
error because he panicked in front of a policeman, was
to be a key pawn in this Sicilian independence game. As
the recently publicized letter of the international terror-
ist ““Carlos” to French Interior Minister Gaston Deferre
after Breguet’s arrest pointed out, Breguet has “‘received
no orders for any operations in France.” Indeed, when
Breguet was arrested there was evidence that he was on
his way to Sicily: Found in his pocket was a piece of
paper with the precise address of a top-secret NATO
planning center in Sicily, which has become a target of

demonstrations by the so-called peace movement and.

the Sicilian separatists. As police investigators revealed,
most of Breguet’s collaborators in France belong to the

34 Special Report

hardcore right-wing separatist faction of the Corsican
FNLC (National Front for the Liberation of Corsica),
which has announced that it intends to use separatist-
fomented events “in Sicily as a catalyst for Corsican
independence.”

Claimed by Carlos as one of his top aides, Breguet is
a renowned international terrorist. Arrested in Israel in
1970 as he was about to blow up the largest Tel Aviv
hotel as part of an operation sponsored by the terrorist
Popular Front for the Liberation of Palestine (PFLP),
Breguet’s career would have ended there with his
lengthy jail sentence had it not been for the good offices
of one Frangois Genoud. Seven years after Breguet’s
arrest, Genoud succeeded in freeing him from prison,
going so far as to mobilize the Swiss ambassador to Tel
Aviv and a score of international lawyers to accomplish
this objective. Upon his return to Europe, Breguet was
taken under Genoud’s protection. Only several months
ago, Genoud bragged to an Italian journalist that
Breguet is still very active in the Palestinian cause.

We shall see that Genoud, a longtime “friend of the
Arabs,” and a Lausanne, Switzerland-based banker, was
the real brains behind the reorganization of the interna-
tional Nazi apparatus following World War II.

The mysterious

Francgois Genoud

A look into Frangois Genoud’s political career,
dating back to the 1930s, reveals much about the Nazi
International—what its purpose is and who its control-
lers have been since the end of World War II. Genoud,
who won in court in the early 1950s the right to publish
the memoirs of Martin Bormann and numerous other
Nazi leaders, is by no means a low-level ideological
fanatic living on dreams of the Third Reich’s past glory
He is the son of an old patrician Swiss family, the kind
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of Swiss banking family which found that keeping
Switzerland neutral during the war furthered their op-
erations to control both the German and Italian fascist
leaders for their own purposes. _
With such a background, Genoud, only 35 years old
in 1935, was introduced into the top levels of the

German Nazi apparatus through his membership in the

National Union of Switzerland, led by another old
Swiss banking family member, Georges Oltramare. The
Oltramare family have for generations sat on the board
of directors of the Lombard Odier private bank of
Geneva. This Lombard Odier Bank became famous for
its direct involvement in the activities of the Anglo-
American Office of Strategic Services during World
War 11, dating from Allen Dulles’s assignment in Berne,
Switzerland. Lombard Odier was the bank into which
Dulles carefully deposited the sums he used to pay his
numerous agents in Germany and elsewhere, and which
facilitated the surrender of the German SS Gen. Karl
Wolff, head of the German Army in northern Italy.
Genoud served as an intermediary of the Wolff-Dulles
negotiations, and befriended both in the process.

Even before this, Genoud had toured the Middle
East, met with Hitler’s admirer the Grand Mufti of
Jerusalem, and developed enough Mideast connections
to establish in the early 1940s a spy nest in Lausanne
under cover of a nightclub called The Oasis, which he
owned jointly with a Lebanese national. As early as
1939, Genoud had decided to keep a low public profile,
and to join the German intelligence service, the Abwehr.
He was recruited to the Abwehr by a certain Guimann,
the mayor of a small Swiss town. The Oasis then became
the postal box and relay station for couriers between
Germany and the Middle East and North Africa, espe-
cially the drug-smuggling and spy nest city of Tangiers
in Morocco. ‘

Evacuating the Nazis from Germany

By 1943, Genoud began using his banking connec-
tions to set in motion the networks which later became
known as the Odessa. The transfer of millions of marks
from Germany into Swiss banks, and the evacuation of
key SS and Nazi leaders into Spain, Morocco, and
Latin America were the principal aspects of this opera-
tion. For this purpose a firm known as the Deithelm
Brothers was established in Lausanne under the person-
al sponsorship of Martin Bormann, and functioned
until the end of the 1940s, transiting out ‘of Europe
" thousands of Nazi leaders. In the course of these
operations, Genoud befriended SS Gen: Wolff, SS
Captain Reichenberg, Air Force Gen. Hans Rudel,
Gen. Ramcke, and countless others, including Col. Otto
Skorzeny and Skorzeny’s father-in-law, Hitler’s one-
time Finance Minister Hjalmar Schacht.
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This was not an operation set up by old unrepentent
Nazis. It was conducted with high-level backing from
numerous intelligence services, each of which took into
account the potential future usefulness of the Nazis they
helped to rescue. Indeed, countless old Nazis living in
Latin America were to be extremely useful to the Anglo-
American intelligence services which created the Per-
mindex murder network. As the case of the German-
language Argentinian newspaper Der Wag demonstrat-
ed in 1948, Soviet intelligence also had its own Nazi
connection. Taken over by two former SS officers who
had been smuggled out of Europe by the Genoud-
Deithelm Brothers ring, Der Wag editorialized on be-
half of a German-Soviet alliance against the Western
world. French intelligence sources soon concluded that
the KGB also had a use for these former Nazis.

For his efforts on behalf of the fleeing Nazis,
Genoud to this day enjoys unusual and various political
support internationally. Some of the men he helped to
escape found their way to the top levels of such arms of
the international intelligence apparatus as the the Vien-
na-based Interpol. Others, like Hans Rudel, who later
created the Europe-Argentina Association, remained
eternally grateful.

Genoud and the Middle East

It was thus not surprising to find Frangois Genoud
in Cairo in 1955, meeting with Nasser, the Grand Mulfti
of Jerusalem, former Hitler minister Hjalmar Schacht,
and the hard core of what was to become the Algerian
FLN, led then by Ben Bella and his treasurer Mo-
hammed Khidder. Genoud’s Cairo connection had been
arranged earlier, when he left Switzerland for some time
and established headquarters in Tangiers with some old
friends including Wolff and Ramcke. The stay in Cairo,
followed by numerous other meetings, was to consoli-
date the alliance with the Middle East’s most infamous
arm of British intelligence, the Muslim Brotherhood, of
which the Grand Mufti was the recognized leader. Allen
Dulles, then-head of the U.S. CIA which had helped
Nasser into power, was perfectly aware of these meet-
ings.

With the Algerian war of independence on the
horizon, there developed a most interesting division of
labor inside the old Nazi International. Genoud, the
“friend of the Arabs,” was fully involved from the .
beginning in supporting his old friends such as Ben
Bella and Khidder. After Ben Bella’s arrest, Genoud
regularly visited him in prison. Together with Mo-
hammed Khidder, keeper of the FLN war chest, Gen-
oud established in the early 1960s the Lausanne-based
Banque Commerciale Arabe. It is said that Hjalmar
Schacht himself served as an adviser to the new bank,
and its shareholders included Jalil Mardam, the right-
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wing Syrian politician and former foreign minister; and
Hans ‘Reichenberg, by then managing director of the
Munich-based import-export firm Arabo-Afrika, with
which Genoud had worked throughout .  1950s. Rei-
chenberg was later to become an economic adviser to
Algerian leader Boumedienne.

According to reports, Genoud’s new bank soon
became a model for Swiss banking as a whole, due to
the very careful system of multiple signatures Genoud
developed for bank accounting procedures. Lausanne
was soon the financial center for the FLN, the center
for the financing of numerous arms deals, usually made
in Germany by former Nazis who had been recycled as
arms merchants.

Meanwhile, other of Genoud’s friends such as Otto
Skorzeny, based out of Madrid, were financing and
backing the anti-de Gaulle, anti-FLN Secret Army
Organization (OAS). It was a well-guarded secret that
Genoud’s Banque Commerciale Arabe of Lausanne was
itself also financing the pro-OAS groups of Skorzeny.
The point was made clearer a few years afterwards when
Genoud was called on to finance a sizable arms deal
between the Lebanese drug-smuggling operations
known as Casino du Liban and a French organization.
Genoud was asked to arrange the deal by an “old

friend,” one Jean Marie Tine. Tine was the leader of the
French intelligence organization SAC, which was cre-
ated during the Algerian war to fight the FLN and
whose permeability to the OAS was a constant source
of worry for French President de Gaulle.

Today, Genoud’s Arab connections are still numer-
ous. Of special importance are his relations with Ben
Bella, now freed from jail in Algeria, and the aging Dr.
Said Ramadhan, the acknowledged leader of the Egyp-
tian Muslim Brotherhood, based for years at the Islamic
Center of Geneva. Not by coincidence, Ben Bella and
Ramadhan, now based in London, are currently work-
ing together. At the end of last year, they set up a secret
international - leadership of the Muslim Brotherhood
including Alem Azzam, the chairman of the London-
based Islamic Council of Europe. On top of the priori-
ties list was to “‘get rid of President Mubarak of Egypt.”
Genoud’s involvement in such an operation is most
likely. In late March he was seen in Algiers meeting
with Ben Bella, and it may be that he was the one who
mediated the new relationship between Ben Bella and
Ramadhan.

The Malmé6 International _
Genoud’s activities in Europe are comparable in

Club of Rome’s Peccei
embraces separatists

Aurelio Pecceli, leader of the zero-growth espousing

+ Club of Rome, strongly endorsed the ideas of Richard
Count Coudenhove-Kalergi, founder of the Pan Eu-
ropean Union, and one of the ideological fathers of
the Nazi and other fascist movements of the interwar
years. Peccei made his revealing statements in discus-
sion with a European journalist on April 1.

Reached at his Rome office, Peccei stated that
*the healthy trend for the future” will be the transfor-
mation of Europe from a group of nation-states into a
“Europe of the Regions™ in which “localities would
have sovereignty over issues like education, language,
and environment, rather than the nation-state.”
Asked whether his was the same idea as that of Cou-
denhove-Kalergi in the earlier part of the century,
Peccei exclaimed, ““His ideas were good ideas for their
time, but good ideas take time to mature. His concept
is still far off, but hopefully many people are moving
in that direction.”

In the 1920s, Coudenhove-Kalergi’s Pan Europe-
an Union was organized into militarist ‘“blue shirt”

units which were mirror images of the Mussolini and
Hitler movements and which provided cadre for both
the Italian and German fascist organizations. ,

Peccei identified current developments in Sicily,
where “‘their independence movement is using the
peace movement as an outlet for its ideas” as part of a
larger “‘scattered movement for autonomy and ecolo-
gy’ also present in Switzerland, Belgium, Spain, and
England. “In all these places, there are movements for
autonomy whose advocates want many of the same
things as the movements for ecology. These move-
ments have roots in the localities.”

The attempt to combine the ecology and indepen-
dence movements is now a favored project of the
Malmé International, also known as the Nazi Inter- .
national.

Peccei’s advocacy of Nazi ideology complements
recent statements made by his chief Club of Rome
collaborator, Alexander King, supporting the Nazis’
eugenicist-racist concept of the supremacy of the
white race over the “non-white” peoples of the world.
In combination, the statements of Peccei and King
fully corroborate EIR’s recent evaluations that the
Club of Rome’s ideas are identical in content and
intent with those of Adolf Hitler.
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number and scope to his deployments outside of his
home continent. In 1981, when a score of old Nazis and
neo-Nazi’s met in Malmo Sweden in the private apart-
ment of Swedish Nazi leader Per Engdahl to establish
“European National Forces,”” Genoud was not present.
But reports indicate he provided both the brains and
the financial resources for such an organization to
grow. In 1950, in Rome, a similar gathering drew
together such luminaries as British fascist Sir Oswald
Mosely, a renowed member of the British Fabian Soci-
ety founded a half-century earlier by Sidney and Bea-
trice Webb. Present also was the Frenchman Maurice
Bardeche of the Coordination Committee of French
National Forces, and numerous representatives of the
Italian Social Movement (MSI), later to be led by the
old Venetian Count Loredan. From Germany came
Heinz Priester, former leader of the Hitler youth move-
ment and former SS officer, and Franz Richter, also
known as Fritz Roessler, of the Socialist Reich Party.

Official propaganda of the Malmo International
spoke of the group’s hopes of establishing fascist gov-
ernments once again in Europe. But the main aim of the
gathering was to establish a public arm of the real Nazi
networks arrayed around Odessa and HIAG, and to
bring its operatives into more serious intelligence oper-
ations. In gathering together so many fanatics, the
Malmo International’s organizers were also able to
attract public attention, diverting it from the real work
which was then accomplished in other countries by
Genoud and his friends. One such task became known
as the scandal of the Naumann Kreis in Germany in
1954, when it was discovered that leaders of the newly
created Free Democratic Party were fully involved in
helping former Nazis to escape prosecution.

Officially, the Malmo International self-dissolved in
1956, as strong differences emerged on the issue of
whether the Tyrol should belong to Germany or Italy.
Unofficially, the real issue was between anti-Semitism
and anti-communism. The hardcore fanatics like Eng-
dahl believed the ‘“European National Forces” had to
be both anti-Semitic and. anti-communist in true Hitler-
ian fashion. The more realistic fascists believed that the
issue of anti-communism was more crucial, and pressed
to make the integration of their forces into the British-
sponsored Cold War drive against the Soviet Union a
primary objective.

Similarly, the key issue as expressed by Mosely and
others was the issue of fighting for ““Europe as a third
force” independent of American capitalism and of
Soviet Bolshevism. This theme led the transformation
of most of the original members of the Malmo Interna-
tional into European nationalist forces who left behind
their overt national socialism.

A key instigator of this transformation was Gen-
oud’s close associate, Swiss fascist leader Gaston Ar-
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mand Guy Amaudruz. During the 1940s, Amaudruz
had established the Courier du Continent grouping, and
the New European Order organization which was later
banned. In 1946, the young fascist Amaudruz’s organi-
zation took over the role of the Lausanne-based Euro-
pean Center for the Study of Fascism led in the 1930s
by British intelligence agent Strachey Barnes. Barnes
had previously deployed his center’s resources on behalf
of Mussolini-style universal fascism, and had several
times mediated between Churchill and Mussolini.

The Courier du Continent ideology, as expressed
recently by Amaudruz in an interview, supports the
creation of a “‘Europe of the Regions.” According to
Amaudruz, ‘“hypercentralization is one of Europe’s
gravest problems. If Europe is to survive it has to
decentralize and give autonomy to such regions as
Corsica, Sicily, Alsace, the Tyrol, and the Basque
country.” This is an outlook almost identical to that
expressed by Otto von Hapsburg’s Pan Europa Union,
and very similar to that expressed recently by the Club
of Rome’s Aurelio Peccei (see box), except for the fact
that Amaudruz stressed that he and his associates
“reject parliamentary democracy and are in favor of a
parliament made up of professionals.”

Similarly, Amaudruz forcefully claimed that “ecol-
ogism belongs to us. We created it. Look at Gunther
Schwab’s Dance with the Devil, written in 1958. Every-
thing is there. The left only used ecologism for its own
purposes and it is clear that they are not fundamentally
interested in it. It is in the logic of the situation that we
are taking control again.”

Indeed, tracing Amaudruz’s affiliates in West Ger-
many today, one finds a right-wing ecologist newspaper
in Bochum, with which Amaudruz’s friend Ties Chris-
tophersen was formerly affiliated. Christophersen is
presently living in exile in the Benelux, with a warrant
for his arrest waiting for him should he return to
Germany. The warrant was issued after the publication
of his book, The Lie of Auschwitz, in which he denied
the existence of the Nazi gas chambers. Christopher-
sen’s lawyer Rieger is a leader of the Gesellschaft fiir
Biologische Anthropologie, a think tank with interna-
tional associates. According to Rieger himself, this
think tank and its affiliates constitutes what people on
the left refer to as ““the racist international.” It is
associated with such institutions as the French New
Right of Alain de Benoist and his Ecole Nouvelle, the
Mankind Quarterly of the Scottish Sir Robert Garye, a
direct affiliate of the Malmo International, Armin
Mohler, and numerous others who are knowingly or
not, front men for the old Nazi International, and the
key shadowy figure of Frangois Genoud, who published
last year The Political Testament of Hitler and is pub-
lishing this spring The Last Political Notes of Martin
Bormann.
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The Thatcher government
assaults Monroe Doctrine

by Cynthia Rush

EIR founder and Democratic Party leader Lyndon H.
LaRouche, Jr. has posed a straightforward solution to
British threats to militarily punish Argentina forretaking
the Malvinas Islands (also known as the Falklands) on
April 1. Argentina reclaimed the islands on its southeast
coast and ended an occupation which began in 1833,
when the British illegally ousted Argentine residents and
claimed the islands for themselves.

Mr. LaRouche has called on the U.S. government to
inform all concerned parties that “‘military intervention
into the Western hemisphere by a European power is an
explicit violation of the Monroe Doctrine, bordering
upon casus belli.” The United States has the obligation
to “prevent European military action in the hemisphere
... and to nullify by all required means any temporary
advantage which might be secured by extra-hemispheric
military forces. . ..”

As indicated by British strategists, London’s threats
of aggression against Argentina are motivated by a
desire to extend the North Atlantic Treaty Organization
to the Third World, and blackmail the United States into
supporting this. While a fleet consisting of two-thirds of
the British Navy steamed toward the Southwest Atlantic
to militarily confront Argentina, a team of British offi-
cials descended on Washington the second week in April
to strong-arm the Reagan administration into support-
ing the Thatcher government. The British are reportedly
threatening to ““break up NATO” and strategically hu-
miliate the United States, if it does not back Britain’s
right to retake the Malvinas by force.

Mr. LaRouche states in his new document, ““Why We
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Must Insist Absolutely that the Monroe Doctrine Be
Strictly Enforced Now,” that “Under U.S. law, the
British have no legal claim to the Malvinas Islands. At
the time of the promulgation of the 1823 Monroe Doc-
tirne, these islands were both de jure and de facto territory
of the sovereign state of Argentina. They were taken
forcibly by the British, in direct violation of the Monroe
Doctrine, in 1833. . . . If we permit British military action
in this matter, there is no credibility remaining anywhere
in the world for either the foreign policy or the strategic
posture of the United States. . . .

“The prospect of destruction of much of the petrole-
um flow from the Gulf region . .. means a scramble for
alternative petroleum resources. ... It means that the
London-based Seven Sisters petroleum-marketing cartel
can now dream of pushing world petroleum prices up to
as high as $100 a barrel. Whether the government of
Argentina was or was not aware of all the details of the
presently threatening developments in the Middle East,
that government has broad and compelling reasons of
vital national security interest for seeking to develop the
Patagonian shelf. ... Similarly, London’s petroleum-
marketing and associated financial interests had power-
ful motives of greed for wishing to seize control of as
much as possible of the Patagonian shelf. This has been,
broadly speaking, the strategic environment of recent
conflicts in negotiations on this matter between Argen-
tina and the United Kingdom.”

Restructuring NATO
In light of reports that the British Foreign Office
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had intelligence on the Argentine invasion plans as
much as two weeks before the actual attack, it is likely
that the British Crown and its intelligence services
deliberately withheld information from Prime Minister
Thatcher and other officials in order to provoke a
government crisis and force a change in defense and
military policy—if not dump Thatcher herself.

The crisis was also probably engineered to divert
world attention away from the Middle East, where
Israel is threatening to invade Lebanon. British Foreign
Secretary Lord Carrington, who handed in his resigna-
tion over the Malvinas crisis, on his recent visit to Israel
told Prime Minister Begin to accept the creation of a
Palestinian state and give up territories for that purpose.
Now the outcry in Israel over ‘‘British hypocrisy” can
be used to justify a strike against Lebanon.

A senior military institute analyst indicated in a
private interview in London that the purpose of pursu-
ing a showdown with Argentina is to establish an
operational precedent for completely reerganizing
NATO, and moving it into the South Atlantic. NATO
must ready itself for conventional confrontations
throughout the Third World, this analyst emphasized.
“If the British Navy backs down at the prospect of
heavy casualties [in a confrontation with Argentinal, it
will call into question the posture of NATO. . . . It may
well be that these events will cause a rethinking of the
strategic redeployment of NATO navies out of the
NATO area.”

British policymakers are also using the fact that
Britain was allegedly militarily surprised by the Argen-
tine attack to demand that the government adopt a
rearmament policy—with special emphasis on conven-
tional weapons. Over the weekend of April 3-4, the new
Tory coordinator for defense policy, Averell Harriman’s
stepson Winston Churchill III, publicly called for a
conventional arms buildup.

Thatcher government shaky

Margaret Thatcher is trying to appease her critics.
When Carrington’s resigned April 4, Thatcher replaced
him with Francis Pym, the former Defense Secretary
dumped a year ago for opposing her dismantling of
Britain’s military capabilities.

Thatcher knows that if she doesn’t follow through
on threats to teach the Argentines a lesson, her govern-
ment will fall; if she does, she has no guarantee of
political survival.

Many military experts in the United States and
Britain are warning that the British Navy deployment
to the Malvinas could end in new humiliation for
Thatcher, given the overwhelming logistical problems
facing the fleet and the lack of an adequate air cover in
theevent that they attack the islands.

Argentine Interior Minister Gen. Alfredo St. Jean
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stated a few days ago that ““we are prepared for the
worst ... Argentine troops can withstand a British
attack.” President Leopoldo Galtieri has ordered a war
mobilization, and Foreign Minister Costa Méndez re-
ported at the April 4 meeting of the Organization of
American States (OAS) that his government is consid-
ering invoking the 1947 Rio Treaty of mutual defense
by which other Latin American nations would come to
Argentina’s assistance were it attacked by Britain or
any other power.

The Argentines have even intimated that if neces-
sary, they would seek aid from the Soviet Union, their
most important trading partner, if they can’t count on
the United States to respond with “‘common sense.”

Eyes on the United States

Latin American diplomatic sources in Mexico City
have told EIR that Britain’s planned aggression against
Argentina is motivated in part by its desire to destroy
U.S. influence in Latin America. Great Britain has
nothing to lose by a defeat in Latin America; but the
United States most certainly does. President Reagan is
under enormous pressure by the British directly and by
their agents in the U.S. news media who are demanding
that the President side with ‘““America’s oldest ally”
Great Britain. Intelligence sources also say that Alex-
ander Haig’s State Department will block any effort to
apply the Monroe Doctrine.

Latin America is watching the United States careful-
ly to see what course of action it adopts. One diplomatic
source told EIR that the United States must apply the
Monroe Doctrine across the board—not just when it
suits their interests—and two leading Mexican newspa-
pers have published commentary discussing whether the
United States will fulfill its responsibility to invoke the
Monroe Doctrine.

The majority of Latin American nations—Peru,
Ecuador, Guatemala, Venezuela, Colombia, Brazil, and
Mexico—have issued formal statements supporting
Argentina’s claim to the Malvinas, but adding in most
cases the hope that the conflict will be settled peacefully.
In the case of Mexico, indicating a sharp internal fight
over the issue, the government has called for adherence
to the U.N. resolution demanding Argentine withdraw-
al from the Malvinas. This reflects Mexican fears over a
possible invasion of Belize by Guatemala, a military
conflict that would almost certainly draw in Mexico and
further destabilize the Central American situation.

No Latin American country wants a war. But if the
British fire one shot at Argentine troops in the Malvi-
nas, or carry out their threat to bomb cities on mainland
Argentina, the entirety of Latin America will rally to
Argentina’s defense—with incalculable consequences.
Only the United States can prevent that from happen-

ing.
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Part III: Report from Japan

The Liberal Democratic Party: will
Suzuki retain the Prime Ministry?

by Daniel Sneider, Asia Editor

This is the third and final installment of the series by Mr.
Sneider based on his recent trip to Japan.

Political gossip in Tokyo invariably settles on one ques-
tion: will Zenko Suzuki survive this year as the Prime
Minister of Japan? Zenko Suzuki was hardly a household
name in Japan, much less outside the country, when he
emerged from the political deadlock which followed the
summer 1980 death of then-Prime Minister Masayoshi
Ohira as a surprise, compromise choice for the succes-
sion. Since that time he has been the subject of constant
criticism within Japan for being a sharp backroom polit-
ical maneuverer who is nonetheless failing to provide
leadership to the government. '

Criticism of Suzuki’s leadership qualities is just as
strong inside the ruling Liberal Democratic Party (LDP)
and among big business backers of the party as it is in
opposition circles. Even the LDP majority who support
his policies feel he is a weak leader. In the fall Suzuki
faces the end of his term as party president; his re-
election, and hence retention of the post of Prime Minis-
ter, though likely, is far from certain. The challenge to
Suzuki, if any, will come from within the LDP. The
strongest card in his favor, as I was repeatedly told, is
that there is no obvious successor and certainly no agree-
ment among the various party factions on the succession.
If Suzuki survives it will be principally for this negative
reason; no one is ready, yet, to rock the boat.

One of Japan’s veteran political journalists who reg-
ularly covers the Prime Minister’s office told me, how-
ever, that he believes Suzuki will fall this year, that lack
of confidence in his leadership within the ruling party
will reach a point where a move will be made to oust him
as Prime Minister. Such an event would be consistent
with the turbulent nature of LDP politics in the previous
decade, which saw four Prime Ministers come and go in
rapid succession, despite the overall stability of LDP rule
for almost the entirety of the post-war period.

At the root of this turbulence is the global economic
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crisis, its strategic ramifications, and their reflection
into internal Japanese economic and political life. Crises
in Japanese politics invariably appear—including to
their participants—to be purely internal affairs, often
determined by byzantine battles for political power and
influence within the ruling party. But the context for
these events on the Japanese islands are nevertheless
determined by the waves which come pounding in on
Japanese shores from outside.

Two crises

The two tests of Suzuki’s leadership are the econom-
ic situation and the growing tension in U.S.-Japan
relations. Either or both of these can provide the crisis
circumstances precipitating a successful move to oust
him, perhaps even before the party elections in the fall.
Even if Suzuki wins the party election, as most observers
now think likely, these situations could force new Diet
elections in 1983, in which a poor showing by the LDP
would force Suzuki to resign.

Despite the Japanese export drive of the past two
years, which left Japan in relatively better shape than
other advanced industrial countries, it is clear that
depressed markets and tremendous protectionism
means Japan cannot count on trade to keep the econo-
my moving. Without a shift in American interest-rate
policy, the Japanese are left with a choice of either
enforcing austerity and suffering deep recession, or
trying further domestic stimulation at a time when they
are already running a 30 percent government deficit. To
try to solve the budget deficit, Suzuki until recently had
planned a multi-year budget-cutting policy labelled
“administrative reform,” pledging to *‘stake his political
life” on its success. In the budget currently before the
Diet, virtually every item other than defense, foreign
aid, and energy was kept to near zero-growth. The
opposition parties, who have the backing of the trade
unions, made a big issue over the fact that defense was
increased 7.2 percent under American pressure, while
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social welfare was cut back. Now, with exports slowing
more seriously than expected, big business and certain
LDP factions are demanding that the fiscal austerity
policy be reversed for the sake of the domestic economy.

As serious as the economic difficulties are, criticism
of Suzuki has been even more intense over the foreign
policy issues, particularly on relations with America. A
cardinal rule of Japanese postwar politics—whose vio-
lators either never became Prime Minister or who lost
power not long after obtaining it—was to avoid antag-
onizing the United States even in the pursuit of national
interests that sometimes required policy differences with
Washington. Memories of World War II, the economic/
military dependence on America, and genuine feelings
of debt for America’s generous and indispensable aid in
rebuilding war-devastated Japan all contribute to this
attitude.

Some sections of the LDP think Suzuki has violated
this cardinal rule by a European-type distance from the
anti-Soviet confrontationism of the Reagan administra-
tion, including resisting Washington’s pressure to fur-
ther hike Japanese defense spending. Similarly, there
are those who argue for more concessions on trade
issues lest protectionist pressures increase even more.

By far, the majority of the LDP basically supports
Suzuki’s policies, but even these supporters feel that he
has not handled either the economic issues or the
relationship with the United States skillfully, or with the
strong leadership and statesmanship that the difficult
times require. Suzuki’s stress on maintaining ‘‘harmo-
ny,” both inside the LDP and in terms of international
relations, is seen as a weakness, preventing bolder, more
adroit initiatives.

Under these circumstances, the threats emanating
from the United States of trade war, combined with
pressures to toe a tough line toward Moscow and the
Third World, could be the crucial factor in unsettling
the political scene. This factor, combined with economic
and budget problems, will shape the political intrigues.

The inner party battle

In order to understand the political scene we must
shift from this higher ground to the often murky inner
world of LDP power politics. The ruling party, which
in genealogy is a combination of the two major pre-war
capitalist parties plus lesser elements, has ruled Japan
virtually uninterrupted during the postwar period with
majority votes ranging from slim to comfortable. The
Opposition is made up by the Japan Socialist Party, the
Communist Party, the Democratic Socialist Party and
the Bhuddist Komei (Clean Government) Party, who
are too divided amongst themselves and insufficiently
popular to pose any prospect of taking power in the
near future.

Therefore, most policy debates and political fights

EIR April 20, 1982

in Japan take place within the LDP, which is made up
of five major factions. These factions are not ideological
formations for the most part, but political personality
and patronage machines, grouped around individual
party leaders. Though an historical policy and factional
lineage can be traced, they are held together by their
ability to “‘deliver the goods,” not just to their constit-
uents, but more so to the members of the faction. The
death of a faction leader or his political demise can
often lead to desertations from the faction or a splinter-
ing of it rather than simply its inheritance by a new
leader. At present, the five major factions are: the
Suzuki faction, formerly headed by Ohira; the Fukuda
faction, headed by former Prime Minister Takeo Fuku-
da; the Tanaka faction, headed by former Prime Minis-
ter Kakuei Tanaka; the Komoto faction, led by cabinet
member and former businessman Toshio Komoto and
including former Prime Minister Takeo Miki; and the
faction led by Yasuhiro Nakasone. Among lesser
groupings, the most significant is the new faction
around Ichiro Nakagawa, currently Minister of Science
and Technology.

The Suzuki cabinet is an all-faction cabinet, but its
support rests on the three main factions—those of
Tanaka (the largest), Suzuki, and Fukuda. Unless Tan-
aka or Fukuda withdraw support, Suzuki can hold onto
power. Suzuki’s compromise selection as Prime Minister
was largely a product of the efforts of Fukuda and
Tanaka to block each other’s choice. A sort of Japanese
Robert Strauss, Suzuki’s skills as a master political
operator able to balance different factions and create
‘“‘consensus’ were seen necessary after years of interne-
cine strife.

In the Japanese system, specific domestic and for-
eign policies emerge, not so much from the Cabinet or
Prime Minister, but from the combination of the per-
manent bureaucracy, key business leaders, and some
top political leaders, who may or may not be former
bureaucrats, as Fukuda and Ohira had been. Except for
extraordinary individuals, the Prime Minister’s role is
not to initiate specific policies, but to give a general
direction to policy and to arbitrate the disputes among
policy options presented by the above-cited groups.
Suzuki is the extreme case of the mere arbiter, rather
than policy formulator, though he does possess consid-
erable nationalist instincts.

For the past 10 years, the internal life of the LDP
has been dominated by a bitter seesaw battle between
two powerful rivals—Tanaka and Fukuda. These two
men are the yin and the yang of the political scene.
Fukuda is the quintessence of the traditional ruling
politician, a graduate of the elite German Law Faculty
of the Tokyo Imperial University, a bureaucrat in the
Finance Ministry from the early 1930s, and the succes-
sor to conservative political boss (and pre-war figure)
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former Prime Minister Nobusuke Kishi. Tanaka is the
first postwar Prime Minister to break that mold—an
elementary school graduate who built a political /finan-
cial base as a construction kingpin and who then built a
political machine down to the local level that would
make the late Mayor Richard Daley green with envy.
When the late Prime Minister Eisaku Sato (Kishi’s half-
brother) left office in 1972, Fukuda was the expected,
and natural, successor. He was beat out in a rough and
tumble party convention by Tanaka, a battle which, it is
rumored, saw tens of millions of dollars passed out to
buy the votes of LDP Diet members. That was only one
scene in the bitter rivalry—Tanaka was ousted from
office two years later under the cloud of a corruption
scandal, to which, a year later, was added the famous
Lockheed bribery scandal for which Tanaka and others
have been on trial for the past several years. It is widely
believed that Fukuda, using his extensive Finance Min-
istry networks, helped to leak the information which
created the scandal. Tanaka got his revenge when he
backed Masayoshi Ohira’s successful effort to oust
Fukuda as Prime Minister in 1978, only two years after
Fukuda had obtained the office. (Takeo Miki was Prime
Minister between Tanaka and Fukuda.)

Seasoned political observers in Tokyo believe that
both men harbor intense feelings of frustrated ambition,
including the desire, however unlikely, to return to the
post of Prime Ministership. While both men combined
to put Suzuki into power—after business leaders made
it clear they would not tolerate another factional blood-
letting—they did so for different reasons and neither
have a long-term commitment to him. Tanaka’s backing
for Suzuki is stronger, stemming from the impact of the
Lockheed trial, heading for a conclusion by next year.
Should Tanaka lose, one expert told me, Tanaka’s
powerful faction may split. Already some leading Tan-
aka faction members, such as Shin Kanemaru, are
considering such a move. This would have a tremendous
impact on the entire LDP alignment. Tanaka’s own
major consideration at this point is to have a Prime
Minister friendly—or beholden—to him as the trial
comes to a close. Therefore, Tanaka will make no move
to oust Suzuki and will support his re-election to
another two-year term as party president.

If an oust-Suzuki move takes place, highly placed
sources in Tokyo say, it will be led by Fukuda. Though
Fukuda, one of the politicians most concerned with
policy, has had a crucial foreign policy influence over
Suzuki since the May 1980 firing of Foreign Minister
Masayoshi Ito, he might move against Suzuki if there
were a wider crisis of confidence in the LDP as a whole,
a feeling that Suzuki’s weak leadership qualities were
leading the party and the country into danger. It was
Fukuda, backed by Miki, who took the unprecedented
step of abstaining in a vote of confidence against Ohira
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in 1980 in a move to fell him. While such a move may
not necessarily be repeated, some sources believe that
Fukuda, charged by personal and ‘“‘emotional” circum-
stances, might move against Suzuki in an atmosphere
of political crisis.

The possibilities

It is difficult to determine the policy consequences
of Suzuki’s ouster, or who would replace him. His
downfall could bolster Japanese resistance to Washing-
ton’s Cold War and trade pressures, by strengthening
nationalist leadership, or it could even be backed by
American hawks who are afraid of Japan’s increasing
policy independence and who want to engender political
chaos.

Part of the reason for the uncertainty of the policy
implications is that the factions themselves are often
divided on policy. Fukuda himself—who is pro-Ameri-
can but independent-minded—has strong views on pol-
icy, some of which his supporters may not agree with.
Tanaka, while having strong views on certain issues, is
much less concerned with the specifics of policy than of
power and patronage. Tanaka’s chief lieutenant, Susu-
mu Nikkaido, who is now LDP Secretary-General, had
been aiding a Washington-backed oust-Suzuki move-
ment earlier this spring until Tanaka stopped him.
Other Tanaka supporters are more nationalist. A victo-
ry by this faction would be an occasion for advisers and
bureaucrats outside the faction to shape policy.

Should Suzuki fall, one political professional told
me, “We may just get another Suzuki, another person
who is unknown as a possibility and emerges out of the
shadows.” Tanaka and Fukuda’s efforts to block each
other’s candidates (e.g. Nikkaido or Fukuda’s political
heir and Kishi’s son-in-law, Shintaro Abe) might yet
again yield a compromise candidate. One name men-
tioned is Toshio Komoto, presently Director of the
Economic Planning Agency, whose faction is the small-
est of the main five. A businessman turned politician,
Komoto is well-liked among some powerful business
circles for his economic views favoring fiscal stimulus,
high growth, and opposition to Club of Rome “limits
to growth” ideology. But his political base is weak.
Several “‘younger generation’ leaders, who are by no
means young but simply of a later political generation,
are named, such as Ichiro Nakagawa, Minister of
Science and Technology, or Finance Minister Michio
Watanabe.

Whether Suzuki survives, and regardless of who
might replace him, the question facing Japanese politics
in 1982 is if Japan can produce the kind of political
leadership the times require, or if it will remain mired in
machine politics that produced good intentions, such as
protests against Volcker, without the political will or
skill to carry them out.
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The Mitterrand Government

Young socialist militants play havoc
with national institutions in France

by Mark Burdman from Paris

It is now almost a year since the Socialist government of
Frangois Mitterrand swept into power in France. Despite
the passage of time, and the results of the March 21
provincial elections in which the Socialists and their
Communist and radical-left coalition partners lost 75
seats from their 1976 election totals and won very few of
the 167 new seats created in an effort to bolster the power
of the regime, a certain mood of euphoric illusion still
prevails among the self-defined “young militants” of‘the
Socialist Party now occupying positions of responsibility
in the governing bureaucracy. ‘

A junior partner

The fundamental nature of this illusion is that the
Mitterrand victory represented a revolutionary ‘“‘new
chapter” in the history of France, a chapter that would
also usher in the beginnings of a radical new order in
global political relations with the Mitterrand team,
heady with power, in the forefront. From discussions
with representatives of this point of view during a recent
visit to Paris, I can assert with confidence that the
insistence on maintaining this illusion will not only
destroy the French nation internally, but also establish
that France is nothing more than a junior partner in the
broader international policies of the Club of Rome and
the British Foreign Office for a Malthusian restructur-
ing of the world.

The Socialists are trying to enlist a certain degree of
cooperation from North Africa on a policy of “equal
distribution of misery,” but it cannot be disguised that
this policy did not originate at the Champs Elysées or at
Socialist Party headquarters, but at those of the Club of
Rome. The racial and no-growth premises of the Club
of Rome are the actual content of Socialist policy, under
the cloak of radical rhetoric.

The false sense of power and ambition is especially
prevalent among those self-defined as the ‘“young mili-
tants,” now in key positions at the Quai d’Orsay, and
the international department of the Socialist Party.
These represent the ‘“‘generation of 1968, the veterans
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of the British-orchestrated anti-de Gaulle radical fer-
ment of that year, now experiencing the headiness of
what they presume to be real power. In American terms,
this is the equivalent of the crew centered at the
Washington-based Institute for Policy Studies—the
Warburg-created left-wing center for promoting terror-
ist support networks, Malthusian policies, and special
operations against pro-growth policies—moving into
the State Department and the Treasury.

A favorite refrain of the “young militants’ is that
France under the Socialists is taking its distance both
from the Gaullist policies preserved to an important
extent through the 1974-81 era of President Valéry
Giscard d’Estaing, and from the policies of the United
States under the Reagan administration especially in
two areas: global economic policy and relations with
the Third World, particularly Africa.

Thus, one typical young Socialist militant, now in
an advisory position in the Ministry of Economic
Cooperation, told me with a great flourish that France
was actively opposing the “destructive high-interest-
rate policies of the Reagan administration, which are
largely responsible for the threat of depression and the
fact of high unemployment in Europe.”” What, then, |
asked, was the alternative being offered by the Socialists
to the Reagan policy? Again with theatrical effusive-
ness, the Mitterrand militant said that France was
trying to bring West Germany into ‘‘greater indepen-
dence of the Americans,” to create a ‘“more indepen-
dent Europe” that would “increasingly rely on the
European Currency Unit [ECU]J” in global monetary
and financial affairs.

But the ““alternative” policy prescription was noth-
ing more than a rehashed versionof the much-discussed
design to establish a “Third Way”’ of crisis management
between East and West and replace the dollar as the
international reserve currency of account. This is hardly
a revolutionary departure in policy—especially since the
“Third Way” can only be brought into existence
through a conscious exacerbation of international mili-
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tary-strategic and economic situations over the coming
period.

African questions

The brutal domestic and international realities be-
hind the rhetoric were apparent in a broader way during
a discussion with a top militant now working under
Socialist Party international relations head Jacques
Huntziger, himself a leading “Third Way” advocate.
Huntziger’s aide, also with melodramatic exertions,
insisted on the fact that Mitterrand’s France was “re-
versing the mistakes of the Giscard era” in respect to
dealings with France’s former northern Africa colonies,
now the independent nations of Algeria, Morocco, and
Tunisia. The Socialists, so the account went, would be
open to dealings with “‘liberation movements’ such as
the nomadic Polisaro guerrillas fighting Morocco, and
would seek to ““cooperate to all possible extent’” with
the countries of North Africa on matters of vital mutual
concern. “To France, North Africa is an area of key
strategic interest, not dissimilar to the concern the
United States has for Central America and Mexico, so
we feel the importance of a new era of relations, more
equitable and open to dealing with all the parties than
was the Giscard team.”

The Club of Rome era

It was, then, with a certain shock that I listened to
the Socialist militant describe exactly what this “new
era” meant concretely. The Club of Rome itself could
hardly outdo the analysis presented. “We are particu-
larly concerned with the extraordinary demographics of
North Africa with the explosion of [numbers] of young
people proportionately to the rest of the population.
This represents alarming trends for the year 2000. You
must understand that we cannot allow more immigrants
from this region into France. Our attitude must be
similar to those who feel that the border must be closed
between the United States and Mexico. We already have
two million unemployed in France, and therefore can-
not tolerate more influx from Algeria, Morocco, and
Tunisia.”

But isn’t this only accommodating to the laws of a
Malthusian universe, I asked. “Not at all,”” came the
reply, “It’s just reality. If we allow more immigrants
into the country, this will make French workers more
xenophobic and racist, under the conditions of unem-
ployment that are prevailing now in France. It cannot
be done. We have to work together with the countries
of North Africa to jointly clamp down on illegal
immigration. We also hope they will more actively
promote policies of population control, although at this
point mothers in these countries keep having babies. So
what else can we do?”

Under further questioning, Huntziger’s aide freely
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admitted that this sealing the border policy would be a
catalyst for extensive social unrest throughout North
Africa in the coming years. “The Muslim Brotherhood
and similar groups would like nothing more than to
play upon the discontent of the young. The first signs of
this are already being played out in Morocco; we hear
of troubles there. And in France itself, workers from
past waves of immigration are feeling more alienated
from French society. There is a return to the mosques
going on here as well. It is a new phenomenon.”

My Economics Cooperation Ministry official re-
peated the refrain that “Giscard’s mistakes have to be
corrected” and that France must “provide an alternative
to the misconceived Africa policies of the Reagan
administration.” The critical error to be corrected, he
stressed, is the ‘“adoption of the Western model of
development for African countries. Africa doesn’t need
large-scale Western industrial projects. This only en-
courages an exodus from the rural areas of the cities,
and this exodus is the main cause of social unrest and
the gains of the communists on the African continent.
“The cities of Africa are ready to explode,” he assured
me. “Nigeria is the worst case, the most likely to
experience violence, but it is not the only one. It is the
rule rather than the exception. Cities are breeding
grounds for violence.”

‘A Third Way’

“We must help Africa to concentrate on rural devel-
opment; on a type of re-ruralization,” he continued.
“Africa needs appropriate technologies, for example,
solar energy in the energy field. Western model technol-
ogies and projects are totally unnecessary, and in fact
destructive.”

If there were any doubt as to the ultimate implica-
tions of this policy, it was soon dispelled. ““I personally
feel strong affinity for the argument of [Colonel] Qad-
dafi [of Libya] against the Western model of develop-
ment for Africa. This has struck for good reason, a
strong resonance throughout the Third World. I may
not like Qaddafi’s expansionist military policies and
power ambitions, but I fully concur with his critique
against the Western model of development for Africans.
Africa needs a new model of development, neither East
nor West, but toward a “Third Way.”

Just as in the March elections French voters ex-
pressed their disgust at the militants’ destruction of
France itself, reports from Africa have indicated that
many of France’s traditionally close partners are hardly
eager to march down the road to suicide as suggested in
the paragraph quoted above. They are becoming more
openly critical of the latest mouthings from Paris. In
view of this pattern of rejections, the remaining question
is how much longer the “generation of 1968 will be
allowed to play out its fantasies in positions of power.
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Repor t from Paris by Katherine Kanter and Sophie Tanapura

Mitterrand economics: too little, too late

The Socialist regime’s attempt to impose austerity by decree is
provoking unrest in both trade unions and employers.

E leven months have gone by since
Mitterrand promised to solve the
unemployment problem. In that
time, unemployment passed the 2
million mark and French firms
have had social and financial costs
increased by 15to 18 percent.

"There was much trade union an-
ger and many government factional
disagreements the first months of
this year before Prime Minister
Mauroy’s complete Keynesian
work-sharing plan could be decreed
on March 31. As insiders know,
“Tonton” Mitterrand flew into one
of his tantrums when he learned of
the Socialist losses in the March
cantonal elections (see article, page
43). Political family quarrels are war-
ing Mitterrand down, and there is
talk of cabinet reshuffling over the
€conomic issue.

Without consent from either the
trade unions or the French ‘“‘pa-
tronat,” the industrialist business
association (CNPF), the govern-
ment is attempting to impose poli-
cies by decree. The patronat has
categorically refused to condone
the program of progressively mov-
ing towards a 35-hour-work week
in five years, let alone ensuring 40
hours’ pay. The CGT, the Commu-
nist-dominated trade union, con-
tinues inflexible on the 35-hour de-
mand. The Mitterrand government
was accused by its radical faction,
led by Labor Minister Jean Au-
roux, of having given in to CGT
pressure when it decided to guaran-
tee 40 hours’ pay for 39 hours’

work. But the government warned
that any further work reductions
will be only partially compensated.
Force Ouvriére, the American-
linked union led by André Berge-
ron, is now siding with the CGT on
the 35-hour-week issue. Only the
Socialist-dominated CFDT is de-
manding that workers should work
less, and accept reduced living
standards.

Labor Minister Aroux calcu-
lates that he can ‘‘create’’ up to
100,000 jobs in this way by the end
of 1982. But some 600,000 young
people will enter the labor force by
that time. Some will be absorbed in
Mauroy’s cheap-labor plan, but a
good half will remain unemployed.

The social atmosphere remains
very tense. Between 80,000 and
100,000 farmers demonstrated in
Paris in late March, demanding a
16 percent increase in agricultural
prices in the Economic Community
negotiations (see article, p. 10) a
question still pending due to failure
of negotiations with the British. At
the same time, some 20,000 union-
organized truck drivers blocked the
major highways around the largest
French cities, to obtain a gasoline
tax cut.

Up to the present, the govern-
ment has been trying to ameliorate
the situation by printing more
money and running on a huge
budget deficit. Reprimanded by In-
ternational Monetary Fund direc-
tor Jacques de Larosiere in late
March, the Socialists are now stat-

ing that the government can no
longer afford to give in to consti-
tuency demands.

The weakened franc only wors-
ens the economic situation. After
Mitterrand’s trip to Israel, Gulf
Arab investors pulled capital out of

~Arance on a massivescale. Even the

Algerians—supposed to be more
friendly to the French Socialist
government—are apparently par-
ticipating in the anti-franc opera-
tion.

After having demanded and re-
ceived March 25 an immediate cash
payment of 2.15 billion francs pro-
vided for in the terms of the recent
natural gas contract, Algeria
promptly dumped the entire sum on
the international markets. The Al-
gerian demand for immediate pay-
ment forced impromptu budget
cuts in almost all ministries.

Other rumors have it that some
20French firms as well as American
interests played a big role in the
attack on the franc. Could Paris
Mayor Jacques Chirac, known to
have Arab friends, be indirectly in-
volved? Did Raymond Barre,
Prime Minister under Giscard, not
predict in a March press conference
from Lausanne, Switzerland, that
the devaluation of the franc was
inevitable?

Banking sources confirm Fi-
nance Minister Jacques Delors’ de-
clared intentions to defend the
france at all costs. But they quickly
add that the Finance Minister
would not blink if these measures
meant adding 250,000 unemployed.
In face of this, a look at the rate of
bankruptcies is very alarming. The
total for 1981 was 20,895, 20 per-
cent higher than the preceeding
year. Now, 1,700 to 1,800 firms are
closing their books each month in
France.
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Inside Canada by Pierre Beaudry

Civilian internment camps?

The Trudeau government and the Queen’s Privy Council have a
low regard for representative government.

Er those who doubt that Canada
is in fact governed not by Parlia-
ment but by “‘administrative discre-
tion” and the “secret consensus’ of
the Queen’s Privy Council, the fol-
lowing events should help clear
things up.

Yvon Pinard, the President of
the Privy Council and the House of
Commons leader for the Trudeau
government, is quoted describing
who really runs Canada and how in
the April 3 Toronto Star.

Echoing the War Measures Act
imposed during the 1970 October
crisis in Quebec, when hundreds
were arrested without charges, Pi-
nard defended how the Emergency
Planning Order, which went into
effect without legislative authoriza-
tion last spring, gives the Trudeau
Cabinet power to impose sweeping
measures in the event of what the
Star calls *ill-defined war or peace-
time emergencies.”

According to the Star, “‘Under
the new order, 11 cabinet ministers
would have control over key sectors
of the economy—transportation,
production, energy, and manpow-
er—in peacetime emergencies, and

" they would also be able to create
civilian internment camps and cen-
sorship controls in the event of war
or insurrection.” Both the Conser-
vative Party and the New Demo-
cratic Party have condemned the
fact that no legislation sanctioning
these measures have been submit-
ted in the House of Commons. Pi-
nard says that ‘‘because it’s an ad-

ministrative order relating to the
internal functioning of govern-
ment, legislation wasn’t required.”
Under this rubric, the Cabinet
passed about 300 unlegislated or-
ders-in-council over the past year.

The emerging tax revolt in Que-
bec and the growing separatist
movement in western Canada are
among the potential crisis triggers;
there are indications that the Privy
Council expects upheavals when
Queen Elizabeth arrives in Ottawa
onApril 17.

Any ‘‘abnormal situation,” as
the order defines an emergency, in-
cluding an economic crisis or labor
unrest, may trigger the “‘discretion-
ary authority” of the Trudeau gov-
ernment to impose a dictatorship,
and this will be officially sanctioned
by the new constitution the Queen
is to present this month. “Pinard
also pointed out,” said the Star,
“that the Charter of Rights and
Freedoms will, when it becomes
part of the constitution in two
weeks, have an important bearing
on matters related to emergency
powers.” With the new Charter,
says Pinard, an emergency will be
tested on the basis of ‘‘reasonable-
ness and justifiability.”

The Conservative opposition
rightly protests that “‘the possibili-
ties for abuse are endless.” The
Tories have called the order “‘dra-
conian, sinister, and terrifying,”
because the whole thing “has been
done in secret and civil liberties
hang in the balance.”

Conservative Ray Hnatyshyn
asked: ““What if a national strike
were called by the Canadian Labor
Congress, which would clearly.
cause some disruption to the coun-
try? Is this a situation which would
be included under the definition of
emergency under the planning or-
der?” Pinard offered no answer.

While equipping himself with
the Emergency Planning Order,
Trudeau is also using more sedu- -
lous methods against constituency
groups and representative govern-
ment. On March 31, he addressed
the founding convention of the
newly formed Canadian Federation
of Labor (CFL), a splinter from the
2 million member Canadian Labor
Congress (CLC), and proposed
that the union participate directly
with the government in ‘‘a struc-
tured decision-making process. . . .
I am asking you to share the re-
sponsibility for governing,” said
Trudeau, emphasizing that ‘“‘there
is no way the state can ensure [eco-
nomic] recovery alone.”

Although Trudeau was not ex-
plicit as to how the process would
work, the intent is to break up inde-
pendent unions and create a tripat-
tite labor-business-government
structure for ‘“‘crisis-managing” the
depression. This proposal is linked
with a program that Manpower
Minister Lloyd Axworthy has re-
cently upgraded, ‘and which is ex-
pected to “‘lead a new world trend.”
Axworthy last month announced a
work-sharing program of up to $30
million, where a worker will receive
90 percent of his normal pay while
the government ‘‘tops up” the bal-
ance from its Unemployment In-
surance Fund. According to Ax-
worthy, this poverty-sharing is con-
sidered ‘‘one of the keys to solving
tomorrow’s unemployment.” -
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Africa Report by Douglas DeGroot

East Africa: Club of Rome target

Tanzania, Kenya, Uganda, Sudan, and Somalia are slated for

deliberate famine and chaos.

When Alexander King, a foun-
der of the Malthusian NATO-con-
nected Club of Rome, asserted mat-
ter-of-factly last month that ““Afri-
ca will be the worst continent on the
population/resource question,” it
was confirmation that something is
being planned.

Africa is the most underpopu-
lated continent in the world, with
tremendous agricultural and indus-
trial potential were the necessary
capital input obtained. A crisis of
growing population vis-a-vis dwin-
dling resources could only happen
in Africa if powerful political forces
wanted it to happen.

King and the Club of Rome
represent the leading edge of those
who are determined to reduce the
world’s population. These circles
regard Africa solely as a source of
raw materials, and hence seek to
prevent the consolidation of sover-
eign nation-states in Africa, on the
basis that those nations’ economic
development would entail the re-
source controllers’ loss of an enor-
mous raw-materials stockpile.

Now King is saying that ““Afri-
ca is the most disturbing continent,
since it has the highest rate of popu-
lation growth.” (See EIR, April 13.)
He went on to single out Sudan,
Somalia, Kenya, Uganda, and
Tanzania, where British influence
and intelligence connections pre-
dominate (all these countries were
colonized by the British, except for
southern Somalia, which was Ital-
ian). King predicted that this re-

gion would become ‘‘the most cha-
otic area in the world,” as food
shortages emerge.

King made it clear that his pri-
mary motivation in depopulating
the Third World is fear that the
white populations will become
dominated by the Third World
population.

Thepolicy is to be carried out by
“decoupling” the Third World
from the developed economies. Ac-
cording to Prof. Joseph Nye, Jr. of
Harvard, head of the North-South
group for the Council on Foreign
Relations 1980s Project, which ad-
vocated decoupling the Third
World from the developed sector,
““Africa for the most part is being
hived off from the world
markets. ... Most African coun-
tries are being made to do without
financing altogether: countries like
Tanzania are being forced to limp
alongontheirown.”

. A disastrous economicsituation
characterizes every one of the coun-
tries in East Africa singled out by
King. In Sudan, Kenya, and Tan-
zania, IMF delegations regularly
refuse to provide quarterly install-
ments of scheduled IMF loans.

As of early April, Tanzania has
enough foreign reserves for only a
few days’ imports, and the country
must import food even though
most of the populationis rural. Last
year, exports amounted to only half
of imports. A transport system dis-
located by the inability to import
spare parts further complicates the

economic situation. Agriculture
there has tremenous potential but
only 5 percent of the land is culti-
vated because of a lack of capital.

Tanzania haslong been a favor-
ite of the World Bank and other
such institutions because of the
government’s policy of forcing
communalization at gunpoint and
withholding technology from the
“self-help” villages.

Yet the IMF is pushing for a 50
percent devaluation. President Ju-
lius Nyrere has only devalued by 10
percent, and is instead pressing his
National Economic Survival Pro-
gramme, the content of which is
making do without any capital in-
put. Nyerere has just announced
that all development programs for
1982 have been cancelled, thus *‘de-
coupling” his own country.

Kenya, considered the free-en-
terprise success story in Africa, is
now in an economic depression,
with exhausted foreign reserves,
large balance-of-payments deficits,
rising government borrowing and a
worsening ratio of debt-service to
income. Kenya was explicitly at-
tacked by King for having one of
the highest birth ratesinthe world.

Uganda has been unable to get
its economy off the ground after Idi
Amin’s downfall in 1979, due to
armed opposition groups backed
by Israel and Libya. Sudan uses one
quarter of its budget to repay loans
and President Numeiri is now en-
forcing drastic IMF austerity meas-
ures. Rumblings of civil war are
coming from the south, where Isra-
eli-backed rebels fought a 17-year
civil war which ended in 1972.

Somalia is moving out of Presi-
dent Siad Barre’s control, accord-
ing to British sources, who predict
either a civil war or secession by the
formerly British northern region.
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MiddleEast Repor t by Robert Dreyfuss

A growing sense or urgency

Saudi Arabians say that unless the superpowers press a
regional peace settlement, Iranization lies ahead.

Saudi Arabia’s Crown Prince
Fahd is reported to be revising his
eight-point Mideast peace plan,
which calls for Israel and the Pales-
tine Liberation Organization to
recognize each other as legitimate
entities. Lebanese sources say Fahd
now favors bringing the U.S.S.R.
into a peace conference modeled on
the October 1977 U.S.-Soviet dec-
laration, which was undermined by
the Camp David separate peace be-
tween Israel and Egypt. Previously,
Fahd had called for a Geneva-style
international conference without
specifying Soviet participation.

The Saudis are impelled by an
awareness that only the superpow-
ers jointly can restrain the greatest
threat to the Persian Gulf: Israel
and the Israeli-armed Khomeini re-
gime, which has been battling Iraq
for 19 months.

Saudi Arabia intensified its di-
plomacy following a turn in the war
late last month, when Iran subject-
ed the Iraqi occupying forces to
their first big setback. The prime
focus of that diplomacy is the Rea-
gan administration. Abdul Aziz
Qureish, director of the Saudi Ara-
bian Monetary Agency, the king-
dom’s central bank, informed
Washington in early April that
Saudi Arabia may be forced to
withdraw some of its assets from
U.S. banks to continue to support
Iraqin thelatter’s effort.

In West Germany on April 6,
Saudi Oil Minister Ahmed Zaki
Yamani delivered a blunt and, in

his words, “‘urgent” speech to the
equivalent of the Council on For-
eign Relations. Yamani reiterated
the essence of Fahd’s peace plan: if
Israel will recognize the Palestin-
ians’ rights to self-determination,
the Arabs will recognize Israel and
begin overall peace negotiations.

Yamani warned that unless the
Western nations take the initiative
to resolve the Mideast crisis, Kho-
meini-style ‘“‘revolutionary move-
ments in the Mideast and Africa”
will spread.

Arab sources report that Ri-
yadh’s concern about the Iran-Iraq
conflict reflects a fear that contin-
ued war might mean the fall of
Iraq’s Saddam Hussein, and his re-
placement by a more radical re-
gime.

The Soviet leadership is divided
over Mideast policy. One faction
identified with Boris Ponomarev of
the Central Committee and Gen.
Kim Philby of the KGB welcomes
the way Israel’s actions are radical-
izing the Arab world. The other
faction around President Brezhnev
continues to seek détente with the
West, which would entail a Geneva-
style Mideast conference.

A Georgetown University Mid-
east analyst recently told EIR that
Saudi Arabia is trying to use all its
diplomatic influence to foster dé-
tente. In late March, the Interior
Minister from the United Arab
Emirates made his first trip to Mos-
cow, with which the UAE had no
diplomatic relations. He was re-

ported to have urged Moscow to
contain Soviet-allied radical move-
ments in the Arab world as a prel-
ude to an Arab-wide Interior Min-
isters’ meeting in May called by
Saudi Arabia to tighten regional
security.

On April 3, Saudi Defense Min-
ister Prince Sultan visited Baghdad
to assess the course of the war. Two
days later, the Saudi cabinet met to
weigh another cut in oil produc-
tion, the second in as many months,
in order to share exports with other
OPEC producers faced with de-
pressed oil demand. Britain has led
the drive to cut world oil prices by
dropping the price of North Sea
crude to $31 a barrel in order to put
maximum pressure on Riyadh,
which has vowed to keep OPEC’s
price at $34. British policy has been
to undermine the Saudis and—as
witness the BBC’s 1978 role in
bringing Khomeini to power—en-
courage the emergence of anti-
American regimes committed to
neo-colonial backwardness and re-
ductions in oil output.

The alternative to a Saudi with-
drawal of funds from the United
States to fund Iraq, reports a Jorda-
nian source, would be for Washing-
ton to force Israel to halt its arms
supplies to Iran.

The Reagan administration is
reportedly backing the Saudi me-
diation effort, but whether the
White House will actually move to
restrain Israel is in doubt. Secretary
of State Haig is an obstacle to such
a course. Another is Saudi Prince
Talal, who recently appeared in
Washington for talks with Reagan
on Mideast policy. Talal, a iong-
time enemy of Prince Fahd, is allied
with the same Muslim Brotherhood
networks which Israel and the KGB
support.
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Dateline Mexico by Josefina Menéndez

Ferment in the trade unions

A 100,000 person support rally for dissident teachers is part of
a major test of the union leadership.

Every observer in this capital
agrees that the labor situation is
becoming increasingly unstable,
and that in the short term we will
see some major conflicts on the
union front.

This is not only because the so-
called left and other political
groups are becoming very active,
but because within the Mexican po-
litical elite there is an ongoing bat-
tle to decide if the trade unions will
be sacrificed as a political force in
the current economic crisis being
imposed on Mexico by the interna-
tional banks.

There is no doubt that many
bankers are disappointed by the re-
cent wage-increase declared by the
federal government, which goes as
high as 30 percent for those earning
the minimum salary.

Government circles are seeing
this wage increase as vital to ““buy
stability” during the current elec-
toral period, which ends in presi-
dential elections July 4. The parties
competing with the government’s
PRI party from both left and right
are saying openly in every corner of
the country that the economic crisis
is the best ally they have at this
moment. They are counting on the
dissatisfaction of the electorate
with economic conditions as the
key factor weakening the PRI in the
elections.

Thereis another factor working
against the stability of the labor
unions.

In the middle of March, for ex-

ample, Mexico City was the scene
of one of the biggest demonstra-
tions of recent years. More than
100,000 people from a potpourri of
left groups demonstrated in front of
the Interior Ministry against the
current leadership of the national
teachers’ union the SNTE. The
SNTE, which is not affiliated with
the official PRI trade-union con-
federation, the CTM, but is closely
allied to the government on its own,
isthelargest individual trade union
in Latin America.

Starting three years ago, a left-
wing coalition including pro-ter-
rorist guru Juan Ortega Arenas, a
variety of Jesuit-led groups, several
Trotskyite sects, and the Mexican
Communist Party (now PSUM),
banded together to try to over-
throw Carlos Jonguitud Barrios,
governor of the state of San Luis
Potosi, whose faction has been in
power in the union for the past
seven years.

The left-wing forces are only the
front-end elements of a more pow-
erful coalition of right-wing forces,
headed by former teacher Carlos
Hank Gonzilez (now mayor of
Mexico City); former governor of
Hidalgo Manuel Sidnchez Vite (who
controlled the union before the
Jonguitud Barrios era), and En-
rique Olivares Santana, current In-
terior Minister and, like Hank, for-
merly a teacher himself. The group,
known as los profesores, is the
“money factor” behind the left-
wing mobilization.

Two weeks after the demonstra-
tion, the Interior Ministry agreed to
an opposition demand for new elec-
tions for leadership in some SNTE
locals, a victory for the left. No-
body doubts that Jonguitud’s
forces are the majority of the union,
but through pressures, demonstra-
tions, occupations of SNTE offices,
and support within the govern-
ment, the left dissidents are increas-
ing their capabilities.

At the same time another im-
portant trade union, the telephone
workers, has come close to being
taken over by the same combined
“left” and ‘‘right” operations.
Sources tell me that the board of
directors of Telefonos de Mexico is
following a policy of promoting
left-wing radical upsurges within
the union as a method of destroying
1t.

The company, nominally
owned half and halfby private busi-
nessmen and the government, is in

reality run by ITT, the Troyet fami- _

ly, and the Vallina interests. All of
them are represented by the head of
the company, Emilio Carrillo
Gamboa, son of one of Mexico’s
filthiest zero-growth ideologues,
Antonio Carillo Flores, who was
Mexico’s Foreign Minister at one
time, and today is chief Mexican
representative of the funder of the
American environmentalist move-
ment, the Aspen Institute.

The company, I am told, sup-
ported the seizure of the national
offices of the trade union by left
radicals last month and later tried
to legitimize them as the new lead-
ership of the union. But longtime
CTM leader Fidel Velasquez
smelled that this was threat to his
control of the CTM as a whole, and
stepped in to keep the current lead-
ership in power.
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Trilaterals invade
Japan for conference

The notorious Trilateral Commission
will hold its 13th General Meeting in
Tokyo April 4-6. The Commission was
created by David Rockefeller as a policy
forum for the elites of North America,
Western Europe, and Japan.

The meeting’s public agenda places
special emphasis on economics. Rela-
tions with the Soviet Union (which will
probably focus on the gigantic West Eu-
ropean-Soviet natural gas pipeline deal)
will be examined, along with ways to
strengthen the General Agreement on
Tariffs and Trade, the major “free-trade”
weapon used against the economies of
developing nations.

Along with Rockefeller, among the
90 U.S. and West European participants
will be Zbigniew Brzezinski; and former
U.S. ambassador to Japan Robert Inger-
soll; and West German Economics Min-
ister Otto von Lamsdorff. The head of
the American delegation is former Carter
trade negotiator Robert Strauss, whose
activities are the origin of the expression
‘“Japan bashing.”

The Japanese delegation of 40 politi-
cal and business leaders includes former
Asian Development Bank Chairman
Takeshi Watanabe, and Yoshizo Ikeda,
chairinan of Mitsui and Company, the
giant “trading company.”

The April 4 sessions will be addressed
by the current head of Japan’s Economic
Planning Agency, Toshio Komoto, and
Indonesian Vice President Adam Malik,
as guest speakers.

Venetian talks about
peace-movement aims

The real aim of European demonstra-
tions against American nuclear missiles
is no ““mere coup in Italy,” but “a world
uprising, which could threaten every na-

tional government,” a highly placed ;
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Venetian insurance executive explained
before the Sicilian protests at the begin-
ning of April. He predicted that as a
result, Ronald Reagan will follow former
U.S. President Lyndon Johnson and be
“forced to resign by the masses.”

The speaker was Mario Einaudi,
chairman of the international holding
company of the Assicurazioni Generali
di Trieste i Venetia, the oldest and largest
insurance company in Venice. The board
of Generali includes Fiat’s Giovanni Ag-
nelli and Baron Elie de Rothschild, along
with other representatives of Venetian
oligarchical families.

“You should worry about Germany,
France, and the United States,” Einaudi
said, terming the protest ‘‘a movement of
the greatest possible size, scope, and sig-
nificance.”

Of President Reagan he said: ““He is
already being forced to change his policy
on key issues regarding nuclear warfare.
He knows his position is weakened. Ma-
jor demonstrations are coming in the
United States, and he will not be able to
stopit. . . . Either Reagan will change, or
he will not be able to disregard the mass-
es. No government can disregard the
masses.”

Mario Einaudi’s father Luigi, a pro-
tégé of American OSS Director Allen
Dulles, was the founder of the postwar
Italian central bank. His son, also named
Luigi, is Alexander Haig’s adviser.

Salvadoran oligarchs
behind new killings?

In the first prominent political assassi-
nation since the Salvadoran elections, the
body of a newly elected delegate from the
ultra-right ARENA party was found in a
waste dump north of San Salvador on
April 4. Thevictim wasa deputy of ARE-
NA head and new Salvadoran strong-
man Maj. Roberto d’Aubuisson.
According to U.S. congressional
sources, the assassination was carried out
by a group within the Treasury Police,
on orders from members of the De Sola

family, which is one of El Salvador’s
coffee-plantation-owning “fourteen fam-
ilies.”

The Treasury group and the De Solas
are reportedly angry that death-squad
founder d’Aubuisson has not yet carried
out his election promise to exterminate
the ‘“‘communist supporters’’ who op-
posed him.

The De Sola family is credited by
United Brands genocide-advocate Wil-
liam Paddock with making El Salvador
the first country in Central America with
government-sponsored family-planning
programs, in 1968. The assassination of
d’Aubuisson’s deputy was apparently in-
tended to trigger a wave of revenge kill-
ings which would return El Salvador to
the “population-war” conflict which has
decimated the country.

Others have been urging
d’Aubuisson to “‘stay cool” while a new
government is formed out of the confu-
sion that has followed Alexander Haig’s
“exemplary” elections, and thus to clean
up his image for the United States.

A group of U.S. Congressmen is due
for a first-hand inspection of the country
on April 10.

Friedmanite flops
on Mexican TV

The man whom William F. Buckley ap-
provingly calls “the Milton Friedman of
Mexico’ has become a national laughing
stock after a televised debate on econom-
ic policy with a leader of the pro-devel-
opment Mexican Labor Party (PLM).

Luis Pazos, the scion of an old Vera
Cruz oligarchical family, has been on
tour since the Mexican devaluation tell-
ing Mexican businessmen that it is the
government’s “‘overspending” on capital
intensive projects which has caused the
country’s economic trouble.

At a March 13 appearance in the
northwestern state of Sonora, Pazos was
challenged to a debate by Cecilia Soto,
who is the PLM candidate for deputy in
the state.
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Pazos was incautious enough to ac-
cept on the spot; the show was taped
within 24 hours. It has since been re-
broadcast by numerous stations, includ-
ing one in Monterrey, Mexico’s third
largest city.

Pazos’s defense of ‘‘free-enterprise”
was based on maxims which ““any house-
wife knows,” such as that you can’t spend
more money than you take in.

“Doesn’t your wife usecredit cards?”
Soto asked, going on to develop the no-
tion of directed credit as the means by
which a nation can determine its own
growth. The alternative is the enforced
peasant backwardness of China, she said,
unsettling Pazos by comparing him to
the late Chairman Mao. Soto explained
that along with this outlook comes the
narcotics-based economy of countries
such as Hong Kong, Milton Friedman’s
free-enterprise paradise.

Press treatment of Pazos has changed
noticeably since the debate.

NATO: post-industrialize
the Soviet Union

The annual NATO colloquium on Prob-
lems of the Centrally Planned Econom-
ies, held in Brussels at the end of March,
put forward the foolhardy proposition
that the Soviet Union can be bamboozled
into abandoning its military-industrial
mobilization for some variety of ‘“‘post-
industrial”” incompetence. As one Nor-
wegian professor put it: “Now is the best
time since 1917 that the West can force
the Soviet Union to change its economic
system.”

According to these experts, the Sovi-
ets are resource-short as well as labor-
short, and withholding needed technolo-
gy is the best lever the West has for
redirecting their policies.

Conference participants dismissed
the idea that the Soviets could respond,
as EIR has suggested, by withdrawing
into a mobilized ‘“Fortress Russia.”
“You can’t have many Manhattan Proj-
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ects at the same time,” said Gregory
Grossman of the University of California
at Berkeley.

Private discussions with the partici-
pants made clear their own anti-industri-
al outlook and desires. David Dyker of
England’s Sussex University, who ex-
pects Soviet agriculture to be decollectiv-
ized soon, said of his own country: “We
don’t need any industry really.... It’s just
those workers who want something in
their hands to play with ... our future
lies in electronics. Look at those micro-
chips; you don’t need any energy nor raw
materials to produce them!”

Another NATO professor said that
he hates the capitalist principle of ““profit
maximalization” as much as the socialist
principle of ‘“‘production mobilization,”
because both are “‘resource-intensive.”
He expects the Soviet bloc to crumble
because the U.S.S.R. can’t meet the raw
materials need of its satellites.

Algerians warn France
on Ben Bella

Algerian President Chadli Benjadid sent
a strongly worded warning to French
Interior Minister Gaston Defferre and
the ruling Socialist Party late last month
on the activities of Algerian dissident
Ahmed Ben Bella, now exiled. The warn-
ing stressed that Ben Bella’s activities in
Paris, which as EIR has exposed, are
devoted to stirring up Moslem Brother-
hood insurgencies in Algeria and other
North African states. Serious conse-
quences are implied for future French-
Algerian relations.

~ Ben Bella’s efforts are funded by a
group of Swiss bankers associated with
Frangois Genoud. Since Ben Bella was
put under house arrest by former A lgeri-
an President Houari Boummediene in
the early 1960s, Genoud has been his
frequent visitor. Genoud holds publish-
ing rights for such Nazis as SS General
Wolff, Martin Bormann, and Josef
Goebbels.

Briefly

® HANS-DIETRICH Genscher,
the West German Foreign Minis-
ter, is scheming to bring Libyan
dictator Muammar Qaddafi to
Bonn, according to Der Spiegel
magazine. The plan is to have the
terrorist backer invited through a
“European” initiative, and arrive
in the fall, when Chancellor Hel-
mut Schmidt—who opposes the
visit—is out of the capital.

® SADEG KHALKALI, Iran’s
“blood judge,” told the press in
Dubai on March 26 that “‘the arms
that Pakistanisacquiring from the
U.S. under the $3.2 billion deal”
are aimed against India, and pose
no threat to Iran. Khalkali is in a
position to know, since Muslim
Brotherhood forces are in control
in both Iran and Pakistan.

® AN ITALIAN Socialist Party
member, complaining that no de-
stabilization had resulted from the
combined peace/separatist dem-
onstrations in Sicily April 3-4,told
a representative of EIR founder
Lyndon LaRouche, “This is only
the beginning ... next time we
shall do better because we will
make sure you don’t know about
the actual planning.”

® THE YUGOSLAYV League of
Communists may have to post-
pone its 12th Congress, scheduled
for June, due to an intense internal
power struggle, according to
émigré sources. The infighting in
Yugoslavia’s ruling party reflects
increasing disturbances among
ethnic groups in the Balkan na-
tion.

® PENTAGON OFFICIALS
have leaked plans to build and de-
ploy a much larger number of
Pershing II missiles than had been
previously announced, in a move
that will weaken the West German
government. Defense Department
officials refuse to deny the Wash-
ington Post’s April 8 report that
more than 108 missiles would be
placed in West Germany if there is
no arms-control “‘breakthrough.”
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Arms-controllers take
aim at the White House

by Richard Cohen, Washington Bureau Chief

Angry White House sources have confided that for three
days leading up to President Ronald Reagan’s prime
time March 31 press conference, White House Chief of
Staff James Backer III and other senior White House
officials known to share Baker’s views initiated an unre-
lenting campaign to convince the President to publicly
endorse a ‘“‘nuclear weapons freeze.”” The nuclear freeze
concept was first introduced at a March press conference
at American University in Washington, D.C., by Sens.
Edward Kennedy (D-Mass.) and Mark Hatfield (R-Ore).

Baker’s attempt to convince the President wasreport-
edly joined by Richard Darmon, protégé of Club of
Rome member Elliot Richardson and currently Baker’s
chief assistant; David Gergen, White House Communi-
cations Director and former senior official in George
Bush’s presidential campaign; and David Stockman,
Director of the Office of Managemént and Budget. My
sources report that Baker and his friends resorted to
wielding recently conducted White House and other
opinion polls and a series of front-page clippings from
the leading Eastern press reporting a groundswell of
support for the nuclear freeze, while telling the President
that the best way to stall a growing, well-organized
American “peace movement’ which had already adopt-
ed the Kennedy-Hatfield nuclear freeze was to co-opt it
by publicly embracing its cause.

Pressures on Reagan

Indeed, the day before the President’s press confer-
ence, McGovernite Randall Forsberg of Cambridge,
Massachusetts, the leader of the national campaign to
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promote the nuclear freeze, warned that the Reagan
administration would make *‘a mistake by opposing this
movement rather than embracing it,” and hardline Sen.
Daniel Patrick Moynihan (D-N.Y.), who several weeks
earlier had surprisingly signed on to the Kennedy-
Hatfield freeze, was now echoing the arguments of the
Baker group, asserting that if the President fails to take
the leadership of the freeze movement, the present
pressure for a bilateral freeze on nuclear weapons could
turn into *‘a strong unilateral disarmament movement.”

Instead, on March 31 Reagan not only repudiated
Baker’s advice, but went further in explicitly stating
that the Soviet Union has *‘a definite margin of superi-
ority over the United States in nuclear weapons.”
Reagan called the nuclear freeze concept ‘‘disadvanta-
geous and, in fact, even dangerous” to the United
States, while insisting that any freeze would maintain a
Soviet advantage.

One day following the President’s statements he
came under intensive attack not only from those who
support the Kennedy-Hatfield nuclear freeze approach,
but other Senators including John Glenn (D-Ohio) and
James Exon (D-Neb.), who said they were “astonished”
by Reagan’s statement on Soviet superiority. Chairman
of the Joint Chiefs of Staff David Jones, a Carter
appointee, contradicted the President by saying he
would not swap the U.S. strategic defense capability for
the Soviets’. Jones was backed up by Lew Allen, Jr., Air
Force Chief of Staff. Indeed, neither Secretary of De-
fense Caspar Weinberger nor Secretary of State Alex-
ander M. Haig, Jr., who has consistently stressed that
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“our systems are more sophisticated and reliable and
more technologically sound” than the Soviets’, has ever
come close to the charge Reagan had made. On April 4,
anti-freeze advocate Sen. Scoop Jackson (D-Wash.),
who had sponsored, along with Sen. John Warner (R-
Va.), a joint resolution on March 29 countering the
Kennedy-Hatfield approach, appeared on national tele-
vision and attacked the President’s assertion of Soviet
‘superiority. .

Yet, in a question-and-answer session with reporters
on April 5, the President responded to both the wide-
spread criticism of his statement and spreading allega-
tions throughout Washington that he had misrepresent-
ed himself, by reconfirming his earlier charge that the
Soviet Union has a nuclear arms margin of superiority.

The signal from the President’s statement on Soviet

superiority is that the President is still unprepared to

play the arms-control game. Implicit in Reagan’s pron-
ouncement is that he will not entertain serious arms-
control negotiations with the Soviets until the United
States has approached a level of strategic equality.

The President’s own defense program retains dan-
gerous insufficiencies and misconceptions marked by an
unwillingness to deal directly with the Federal Reserve
Board’s ravaging of the industrial base required for any
serious defense commitment, and by license for Stock-
man to decimate civilian R&D potentially important
for the development of new weapons systems. Neverthe-
less the President has still refused to cross over into the
arms-control trap as charted by variously the New York

Council on Foreign Relations (CFR)-dominated nucle- .

ar freeze proponents or the Pentagon and Arms Control
and Disarmament Agency (ACDA)-inspired *“‘deep So-
viet missile cuts” grouping. In fact, the only solution to
the national security predicament of the United States—
beyond firing Stockman and removing Volcker—must
include a brute-force commitment to the development
of anti-missile “beam’ weapons, as proposed by EIR
founder Lyndon LaRouche in a March memorandum
titled “Only Beam Weapons Could Bring to an End the
Kissingerian Age of Mutual Thermonuclear Terror: A
Proposed Modern Military Policy for the United
States.”

Three arms-control resolutions now circulating on
Capitol Hill represent serious factional forces in both
the Reagan administration and Capitol Hill. In the
period between now and the end of the summer, Baker
and Stockman’s friends at the Bank for International
Settlements (BIS) and their Manhattan-based political
allies headed by the New York Council on Foreign
Relations are ready to pressure and blackmail the
President into adopting one of those arms-control op-
tions while continuously generating headlines geared
toward building a mass-based U.S. peace movement.
This ‘““peace movement,” already absorbing environ-
mentalist, religious, women’s, and minority groups (see
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article, page 54), is slated to be the banner under which
growing numbers of unemployed are manipulated to
march against the Reagan Presidency.

The ‘no-first-strike’ partisans

Signaling an escalation on April 17, the CFR for the
first time intervened into the ‘‘arms-control debate”
explicitly on the side of the ‘“‘peace movement.” At a
Washington, D.C. press conference, former Kennedy
administration National Security Advisor McGeorge
Bundy, Kennedy administration Defense Secretary
Robert McNamara, Harriman surrogate and former
Ambassador to the Soviet Union George Kennan, and
Richard Nixion’s arms-control negotiator Gerard
Smith, urged the administration to adopt a policy of
“no first use” of nuclear weapons in the European
theater.

The CFR has not only openly identified itself with
the stated goals of the European peace movement, but
has more importantly put the administration on the
spot on an emotionally explosive question—first use of

"‘nuclear weapons—that can be used to inspire the

growth of the peace movement. Most of these individu-
als, most prominently McNamara and Smith, along
with other leading figures of the Council on Foreign
Relations and the Trilateral Commission including for-
mer Undersecretary of State George Ball, former Sen.
J. William Fulbright, and Democratic Party patriarch
W. Averell Harriman had already endorsed the initial
Kennedy-Hatfield proposal on strategic weapons sys-
tems.

That Joint Resolution 163, now supported by 160
members of the House of Representatives and 26 mem-
bers of the Senate, proposes that the United States and
the Soviet Union completely halt production and de-
ployment of nuclear weapons. They state: “proceeding
from this freeze, the United States and Soviet Union
should pursue major mutual and verifiable reductions
in nuclear warheads, missiles, and other delivery systems
through annual percentages and equally effective means
in a manner that enhances stability.”

On cue, one day prior to the release of the CFR’s
“no first use” position, Haig, in a major address before
the Georgetown Center for Strategic and International
Studies, took the opportunity to launch a defense of
flexible response, and stated that the United States will
not renounce ‘‘first use,” ostensibly to counter the
argument of the four CFR spokesmen.

Haig’s dramatization of this issue was clearly aimed
at fueling the fire of the emerging American peace
movement. In reality, Haig, though he reportedly
coached the President not to endorse a nuclear freeze
the night prior to his March 31 press conference, is
much closer to the Kennedy-Hatfield orientation, while
he privately opposes the deep cuts position of ACDA
and the Pentagon.
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Those close to the State Department report that if
Haig had the responsibility for arms-control negotia-
tions, he would shoot for an overall agreement along
the lines of the SALT II treaty.

Indeed, the Haig position is represented in Joint
Resolution 171, sponsored by CFR Republicans Senate
Foreign Relations Committee Chairman Charles Percy
(I11.), along with Senators Mathias (Md.), Danforth
(Mo.), and Cohen (Me.). This resolution proposes the
immediate initiation of START (Strategic Arms Reduc-
tion Talks), while ““preserving present limitations and
controls on current nuclear weapons and nuclear deliv-
ery systems,” and ‘‘achieving substantial equitable and
verifiable reductions on nuclear weapons.”

The Pentagon position

In his implicit rejection of arms-control negoiations
at his March 31 press conference, President Reagan
stopped short of full endorsement of the Jackson-War-
ner Joint Resolution 177 calling for *‘a major verifiable
reduction of Soviet and U.S. nuclear weapons to equal
force levels.” Sources close to the White House report
that the President’s objection to this proposal is that it
does not require a sizable U.S. strategic defense buildup
prior to arms reduction negotiations. The Jackson-War-
ner Resolution—co-signed by 57 Senators, including a
couple who also signed the Kennedy-Hatfield freeze
resolution—proposes the same arms-control position
that former Secretary of State Cyrus Vance took on his
ill-fated mission to Moscow in early 1977. At that time
it was reported that the basic outlines of this proposal
for “deep cuts” in U.S. and Soviet strategic deploy-
ments had been drafted by the office of Senator Jackson.
Then-assistant to Jackson and now Assistant Secretary
of Defense for International Security Richard Perle,
along with Undersecretary of Defense Fred Iklé, is
reported to be the principal proponent of this proposal.
Sources at the State Department also report that this
“Pentagon” position is shared by ACDA head Eugene
Rostow and the U.S. negotiator at the Intermediate
Nuclear Force talks, Paul Nitze. This ACDA-Pentagon
position has been carried forward earnestly on Capitol
Hill by Sen. John Tower (R-Tex.), Chairman of the
Senate Armed Services Committee.

Strategic planners close to the President were aston-
ished when on April 1 the Senate Armed Services
Committee under Tower’s direction seriously cut presi-
dential requests for a long-term civil defense program.
That program is slated to be directed by the Federal
Emergency Management Agency (FEMA), whose lead-
ership, along with that of another Reagan favorite, the
Bureau of Mines, has traditional ties to the military
apparatus of Gen. Douglas MacArthur. Another aspect
of in-depth war-fighting requirements long advocated
by the MacArthurites, the purchase and stockpiling of
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strategic mining reserves, a program administered joint-
ly by FEMA and the Bureau of Mines, has also recently
had its funding request significantly increased by the
President.

The Armed Services Committee had also refused to
approve $715 million that Reagan had requested for
preparing Minutemen ballistic missile silos to hold the
proposed MX missile, and $1.4 billion to buy the first
nine MX missiles. Sources close to the Committee
suggest that Tower, reflecting a growing sentiment at
the Pentagon, is urging a multiple-deceptive basing
mode for at least a proportion of the proposed MX’s
with a layer of protective antiballistic missiles (ABMs).
These sources suggest that the Tower approach is
consistent with both the 1klé-ACDA approach to nego-
tiations and the Jackson-Warner resolution. The threat
of a multiply based, ABM-protected new missile cutting
into Soviet counterforce capability, while not the opti-
mum, nevertheless could be provocatively put on the
auction block in exchange for deep Soviet cuts.

In addition, there are those who believe that this
alternative will scuttle the U.S.-Soviet ABM treaty, up
for renegotiation this year. Yet on April 2 the House
Armed Services Committee, directed by Chairman Mel-
vin Price (D-IIL), turned around and denied $467 mil-
lion for ABM research and only partially approved the
President’s MX request.

All three of the major resolutions circulating on
Capitol Hill and sponsored by various forces in the
administration—not including the President—and in
the Democratic Party, stress limitations on the testing
and deployment of new and ‘‘destabilizing” nuclear
weapons: that is, weapons based on new or more

" advanced technologies.

Why the US. ‘peace
movement’ is a hoax

by Lonnie Wolfe

“Peace movement? There is no such thing as a peace
movement, not here, not in Europe.”” With these words,
a former official of the Carter administration who is
today a prominent spokesman for the nuclear freeze
campaign, revealed that the peace movement is a hoax.
I get annoyed when people call this a peace movement,”
he said. ‘It makes it sound like we are trying to eliminate
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war and that is totally impossible. We are an anti-nuclear
weapons technology movement. . . . We are not opposed
to conventional weapons or wars.”

The official, a member of the New York Council on
Foreign Relations and of the Trilateral Commission,
said that the mass protests of the peace movement will be
used to bring down governments in Europe and weaken
the government of U.S. President Ronald Reagan.

Interviews made available to E/R with NATO ambas-
sador Harlan Cleveland and Eric Molander, the execu-
tive director of the Ground Zero organization, amplified
these plans. Molander laid out a 12 to 18 month perspec-
tive for the peace movement. At first, the movement will
focus primarily on nuclear weapons and nuclear weapons
technology and will steer clear of unilateral disarmament
proposals. In the transitional phase, “the peace move-
ment will not come to power,” said Molander. “There
will be a right-wing reaction. These governments will be
anti-Soviet, but they will also make concessions to anti-
nuclear feeling in Europe. They will promote a moderate
conventional arms build-up to confront the Soviets.”

In the interim, Molander states, the Reagan admin-
istration will make a proposal for deep cuts in nuclear
arsenals and control of new weapons technology at which
the Soviet Union will balk. “The Soviets can easily be
demonstrated to be the main enemy of real disarma-
ment,” said Molander, who predicted that an anti-Soviet

peace movement would be in line with “‘right-wing char-
acter of governments in Europe in 1983.”

Former Ambassador Harlan Cleveland, also a former
director of programs at Robert O. Anderson’s Aspen
Institute which created the environmentalist movement,
concurred. “If you combine an anti-Soviet peace move-
ment in the West with unrest in the East bloc,” he said,
“we might get a mutual withdrawal of troops—the U.S.
out of Europe and the Soviets out of the Warsaw Pact.”
This could lead to an unraveling of Soviet control over
its allies. It is feasible to propose a ‘“‘nuclear-free Eu-
rope—both East and West,” and have NATO mean-
while build up its conventional forces.

The objective of arms control is an agreement for
non-first use of nuclear weapons. Cleveland believes that

‘enforcing depopulation in the developing sector, a policy

he advocates, will lead to conflicts. If the threat of nuclear
war were removed, genocide could proceed without risk.
“We have created a movement against the nuclear capa-
bilities of both the superpowers,” the former official
quoted above observed. “What would have happened in
1977 if we had such movements when we made our deep
cuts proposal and the Soviets rejected it? They would
have screamed against the Soviets. That is what will
happen now. . . . The Sovietscanbehadright now for an
arms deal, and we will make sure of that by building a
movement here and in the East bloc.”

U.S., Canada and Mexico only

3months . .................. $125
6months................... $225
lyear . ... ... iiiieinnenns $396

EIR

I would like to subscribe to the Executive Intelligence Review for

O 3 months O 6 months O 1 year
Please charge my
O Master Charge No. O Visa No.
Interbank No. Signature

O I enclose $
Name

check or money order

Foreign Rates

Central America, West Indies, Venezuela and Colombia:
3 mo. $135, 6 mo. $245, 1 yr. $450

Western Europe, South America, Mediterranean, and
North Africa: 3 mo. $140, 6 mo. $255, 1 yr. $470

All other countries: 3 mo. $145, 6 mo. $265, 1 yr. $490

Expiration date

Company.

Address

City

State Zip

information call (212) 247-8820.

Make checks payable to Executive Intelligence Review and mail to EIR, 304 W. 58th Street, 5th Floor, New York, NY 10019. For more

EIR April 20, 1982

National 55



Scientists call on the administration to
uphold the fusion-energy development law

by Marsha Freeman, Science & Technology Editor

The nation’s fusion program is the most crucial energy
development and scientific program administered by the
Department of Energy. It holds the promise of providing
unlimited energy for all nations in an environmentally
benign and economical way.

Scientists in the U.S. fusion program have made

_ important progress in the past few years, which spurred
the Congress to pass legislation in 1980 which set goals
and schedules for achieving the commercial demonstra-
tion of fusion power by the turn of the century. Since the
beginning of the Reagan administration, Carter hold-
overs and budget-balancers have tried to slow down the
fusion program’s current rate of success as well as pre-
clude the engineering and technology development re-
quired to move fusion from the laboratory to the utility
grid by the year 2000.

In response to this attempt to ignore the will of
Congress and the judgment of the nation’s most promi-
nent scientists and industry representatives, the fusion
community has gathered managers of the various labo-
ratory and industry programs, Congressmen who have
led the move to accelerate the fusion effort, industry
supporters, and the Fusion Energy Foundation to try to
prevent this turning back of the scientific clock. Excerpt-
ed below is testimony presented before the Energy Re-
search and Production Subcommittee of the House Com-
mittee on Science and Technology on March 24.

Why fusion?

In the fall of 1980, the House passed the Magnetic
Fusion Energy Engineering Act by a vote of 365 to 7,
and the Senate pacsed it by unanimous voice vote: a
show of support unprecedented in the history of energy
legislation.

The reason for the widespread support is the promise
of commercial fusion energy. Fusion, the energy process
of the Sun and the stars, is the fusing of hydrogen
isotopes at temperatures near one hundred million
degrees. These hydrogen isotopes are available from sea
water and will never run out, nor can supplies be
controlled by any nation.

The high-energy neutrons released in the process
can be slowed down to deposit energy in the form of
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heat, which is used to generate electricity in the conven-
tional steam-turbine cycle.

In addition to producing electrical energy without
the waste products from fossil fuels or nuclear energy,
the hot gas (plasma) that is fused can be used directly in
the separation and reduction of raw materials and
minerals. Common rock and minerals which are not
economically exploitable today will become the re-
sources for tomorrow, opening the possibility of an end
to wars and conflict over diminishing resources.

The Fusion Act commits the nation to a 20-year
program to demonstrate fusion engineering feasibility
in a Fusion Engineering Device by the year 1990 and
commercial feasibility demonstration by the year 2000.
It is estimated that about $20 billion will need to be
spent over this 20-year period to achieve these goals.

The Department of Energy carried out two reviews
of the fusion program before the legislation was drafted.
Congress also convened a panel of experts which rec-
ommended an acceleration of the fusion engineering
effort to begin to move the program out of the labora-
tory and into industry, as the last DOE report had
recommended.

Now the Reagan administration, led by anti-fusion
representatives of the Office of the Science Adviser in
the White House, is back-tracking and disobeying the
law. Each of the statements presented to subcommittee
Chairman Marilyn Bouqudrd (D-Tenn.) is an authori-
tative summary of the current state of fusion policy.

As is made clear in the testimony, if the fusion
program is put back on a *“‘science only” track with the
premise that it will not be commercially viable for
another 70 years, it will never be developed. The other
advanced-sector nations have already made their com-
mitment to develop fusion. Now U.S. policymakers
must decide.

Former Rep. Mike McCormack of Washington, a
chemical engineer, was the author of the Fusion Act and
the organizer of congressional support for fusion during
his five terms. He testified as follows:

There is a bit of background which may be appro-
priate at this time. I was appointed to the Joint Com-
mittee on Atomic Energy in 1973, at about the same
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time that Dr. Robert Hirsch becarme director of the
fusion program for the Atomic Energy Commission.
Dr. Hirsch and I set out on a campaign to expand the
magnetic fusion program. We agreed, and the Congress
supported us in our belief, that this nation could convert
the concept of magnetic fusion energy into reality
within perhaps 25 years with an adequately funded
coherent program of research, development, and dem-
onstration.

When the Department of Energy was formed in
1977, Dr. Hirsch resigned, and Mr. Kintner replaced
him as director of our fusion program. They worked
together with me and the members of this Committee
and other Committees of the House and Senate to
increase funding for magnetic fusion research from
about $30 million in 1973 to about $400 million by
1979. Our goal was always the demonstration of mag-
netic fusion electricity by about the year 2000.

The Fusion Advisory Panel was formed in 1979,
chaired by Dr. Hirsch and composed of some of this
nation’s outstanding fusion scientists, along with equal-
ly brilliant engin<ers and industrial executives. The
report of the Panel in 1980 lead us in this subcommittee
to draft the Magnetic Fusion Energy Engineering Act
of 1980. As a result, the DOE’s Energy Research
Advisory Board ordered a special study of our bill,
directed by Dr. Sol Buchsbaum.

It was the confidence, expressed in these reports,
and the concurrent successes in plasma physics research
in our research laboratories that convinced us that we
should enact this legislation. . . .

Unfortunately, the DOE and the Office of Manage-
ment and Budget have decided to ignore the law that
we enacted, and to revert back to a “research only”
policy for fusion; delaying the engineering initiatives
called for in this Act. Because of this unauthorized
attempt at policy reversal, the United States is already
falling behind in this all-important area of energy
engineering development.

The time has come for the Congress to insist that
the spirit of the fusion law be followed and that at least
a part of the funding planned for fusion engineering
development be approved for FY83. This would mean

increasing funding from $455 million for this year to

$501 million for FY83. This, you will recognize, really
only compensates for inflation. . . .

The law which the Congress enacted was built on
careful consideration of what was necessary to move
forward with a successful program of fusion engineering
development and materials testing. It called for a fund-
ing level of FY82 of $525 million rather than the $455
million we are spending now; and it called for a 25
percent increase above the $525 million for FY83. Thus,
if the law itself were followed, the funding level for
FY83 would be $656 million. . . .
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Several individuals in this administration, none of
them directly responsible to the Congress or to the
people of this country . . . have taken it upon themselves
to undo the fusion engineering program that we in the
Congress recognized as essential ... attempting to
abrogate the law that you wrote, and to totally disre-
gard what the Congress has directed be done. . . .

I urge the members of this subcommittee to remem-
ber the leadership that you provided in the past, and to
remember that the people of this country are looking to
you, now, for the same leadership. . . .

Edwin Kintner was the director of the DOE fusion
office for five years and resigned from the position last
winter in response to the administration's refusal to carry
out the law. His testimony follows:

At the time of the energy crisis in 1973, fusion had
made significant progress to justify a major role in the
energy plan known as Project Independence. That plan
envisioned increased financial support for fusion. Its
impetus resulted in budget levels for magnetic fusion
increasing to $316 million in FY77.

Since that time, real budgets through FY83, after
adjustments for inflation, have decreased 24 percent.
Nevertheless, with support of these resources, the
United States established laboratories, facilities, and
program strategy which gave it world leadership in this
field—a leadership which had been exerted previously
by the Soviet Union. . ..

The proposed FY83 budget is 24 percent below the
FY77 budget in real buying power, and all the initiatives
designed to carry out the recommendation of the DOE’s
Buchsbaum panel and the act are cancelled or post-
poned indefinitely. The completion of the Mirror
Fusion Test Facility, which was to have made possible
an informed comparison between toroidal and linear
confinement concepts by the mid-1980’s, has been post-
poned up to three years. The program is in imminent
danger of being returned to a ‘‘science only” orienta-
tion.

All of this would be more readily understandable if
the magnetic fusion program were failing technically or
organizationally, but these recent actions have taken
place despite continued impressive technical advances
throughout the program.

What are the programmatic effects of this
decision. . .? 1) That date on which fusion can be
counted on to mitigate the many and increasingly
intractable problems of energy will be postponed at
least year-for-year; 2) A consensus strategy based on
high-level review and congressional support will be lost.
3) U.S. world leadership in fusion and the ability of the
United States to work effectively within cooperative
arrangements to strengthen world programs will be
weakened; and 4) The potential of developments on the
technology side of fusion which were pushing the state-
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of-the-art in a number of technological areas . . . will be
lost. . . .

It may be that this administration cannot afford to
carry out the consensus plans laid out for fusion devel-
opment; but no one should assume that not doing so
will be without lasting consequences. The future will
appear different within ten years, and it will be different
within 25.

Dr. Stephen Dean is the president of Fusion Power
Associates, an industry lobbying group for fusion. Dr.
Dean was formerly the director for confinement systems
in the DOE fusion program. He testified:

Industry has played an increasing role in fusion
development. Today there are many industries with
proven skills to contribute, indeed to provide leadership,
to the engineering development phase of fusion. Key
areas of industrial expertise include 1) system design,
analysis, and management; 2) facility construction,
component development, and manufacture; and 3) fu-
sion facility operations.

A small increase in funding would permit mainte-
nance of the engineering initiatives called for in the
Fusion Act. The increases which I recommend be added,
above the administration’s FY83 request, are:
¢ $10 million for formation of an industrially managed
Center for Fusion Engineering;

e $21 million for construction of the Elmo Bumpy
Torus-P project by McDonnell Douglas Astronautics
Corporation;

e $15 million for construction of the Fusion Materials
Irridation Facility project by Westinghouse at the Han-
ford nuclear reservation;

¢ $10 million for maintenance of cost and schedule for
the MFTF-B project at Lawrence Livermore National
Laboratory.

The Fusion Energy Foundation is the only public-
interest group which is educating the public about the
importance of fusion development as part of the nuclear
technology chain vital to this nation’s economic recovery
and future economic growth. The FEF played a key role
in organizing the public support which resulted in the
overwhelming passage of the Fusion Act. The following
was written testimony:

... If interest rates continue at their present heights,
the federal budget deficit arising from interest payments
alone will wreck the positive programs in the budget.
For the first time in decades, the President did not
actually make the budget; the budget was determined
by the policies of the Federal Reserve Board and
Federal Reserve head Paul Volcker’s hidden agenda for
*“‘controlled economic disintegration.”. . .

Unless reversed, the Federal Reserve’s policies are
certain to cause a collapse of federal revenues by mass
bankruptcies and unemployment before Oct. 1, 1982,
and a budget deficit of $250 billion or more for fiscal
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1983. Such a deficit will destroy the current budget,
whatever its particular inadequacies.

Our testimony is based on the results of a series of
detailed studies conducted by the Foundation over the
past three years. These studies have shown:

1) The most significant single cause of the economic
and social decline of the United States in the past
decade is the lack of a “‘science driver” for the economy,
with the demise of the Apollo program and NASA’s
fulfillment of that role in the late 1960s. . . .

2) This lack of a *‘science driver’” has combined with
increasing obsolescence in industry, monstrously high
interest rates, a plague of drug addiction, and falling
birth rates to produce the current depression.

3) The consequence of this situation is a serious and
continuing decline in national security. We have today
a military capable of, and prepared for, fighting only
the most localized conventional wars, with the objective
of controlling natural resources.

4) To remedy this increasingly grave predicament
requires a combination of policy initiatives. We have
concentrated on the critical role that science policy,
specifically policy concerning advanced energy research
can play in changing the direction of this country. The
studies we have conducted document our conclusion
that a program for fusion energy development, like the
one mandated in the Magnetic Fusion Energy Engi-
neering Act of 1980, would provide a large measure of
the “‘science driver” required to renew the economy.

An adequate advanced nuclear fission research
budget requires the expenditure of $500 million more
than what is proposed by the FY83 administration

“budget request. For magnetic fusion, we believe that a

budget of $660 million, rather than $444 million, should
be invested, to fulfill the mandate of the Act. This
investment would be the first step toward the engineer-
ing realization of nuclear fusion.

Will the U.S. Kkill its fusion program?

The Executive Intelligence Review is making avail-
able testimony presented to Congress by the nation’s
fusion experts on March 23. These statements outline
the need to accelerate the U.S. fusion program, rather
than gut the most important energy R&D capability, as
is being proposed.

The package includes testimony from:

eformer Rep. Mike McCormack, author of the Fusion
Act
eEdwin Kintner, former director of the DOE Fusion
program
eDr. Stephen Dean, President, Fusion Power Associates
ethe Fusion Energy Foundation
Available for $10 from EIR
304 West 58th Street
New York, NY 10019
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PITTSBURGH REGION

Stockman endangers
strategic waterways

by Glenn Mesaros

Twenty-five thousand miles of navigable inland water-
ways are currently the target of an alliance of Stockman-
ite budget cutters and radical environmentalists in Wash-
ington. Both these zero-growth forces have joined to
propose that the Federal budget which takes effect Oct.
1, 1982 end the historic commitment of the U.S. govern-
ment to maintain this lifeblood of American industry;
the government spends $150 million annually in subsidies
to the waterways.

If these cuts go through, say Pittsburgh-area indus-
trialists who are fighting in Washington to restore them,
it means the end of their steel-based economy—already
decimated by high interest rates. Pittsburgh is the pre-
mier inland waterway port in America, handling over 72
million tons of commodities in 1978. By comparison, the
seaport of Baltimore handled 46.8 million tons of cargo
in 1978.

Ton for ton, waterway transport is the cheapest mode
of shipping cargo. While the average truck can carry 13.7
tons, and a railcar carries about 61.8 tons, the average
tow barge transports over 1,200 tons of material. Thus
while it costs 2.4 cents to transport one ton of material
one mile on the railroads, barges can move one ton one
mile for 0.6 cents, about one-fourth the rail cost.

The annual subsidies in the federal budget maintain
the intricate system of locks and dams, particularly in the
eastern United States. The heaviest concentration of
these locks lie within the 570 miles of the Upper Ohio
River basin, around Pittsburgh, through which flow 60
tons of produce for every non-agricultural job in this
area of 8 to 10 million people, including chemicals, coal,
and steel products.

The Stockmanite budget cutters propose that only
the actual users of the waterways should pay for them
with “‘user fees”’—a tax on each ton of cargo moved per
mile. They are telling the waterway users: either come up
with the money to run that system, or we will shut it
down. This proposal represents the current craze of zero-
based budgeters in Washington who want to deregulate
everything under the guise of *‘free enterprise,” and then
tax it to death under the rubric of ‘“‘developing new
sources of revenue.”
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These self-styled conservatives have found vocal allies
in the environmentalist camp, namely, the National Au-
dubon Society. Its president, Russell Peterson, who
heads the Global Tomorrow Coalition, addressed the
January water conference of the Northeast/Midwest
Congressional Coalition on the subject of “financing
reform. . . . We need to establish user fees that reflect the
actual cost of a waterway. . ..”

In response to this alliance against industrial growth,
Pittsburgh-area river users have formed a lobbying .
group called Dinamo (Developing Interstate Navigabil-
ity on the Monongahela, Allegheny, and Ohio Rivers).
“l believe Pittsburgh is being held hostage” said one
river user. And well he might. If denied water transport,
Pittsburgh utilities alone would have to use 1,500 trucks
daily for coal transport.

Most of the locks in the river system are 50 years old
and collapsing. One crucial lock at Gallipolis, Ohio
handles 41 million tons annually, but each check into the
lock now averages an 8 hour delay—which costs
$3,400—due to its poor condition. Projected delays for
each use of the lock by 1990 are 32 hours. Replacement
of the lock has not yet been authorized.

The river users point out that since the entire econo-
my benefits from the system, the entire tax base should
maintain it. This argument has prevailed since the ad-
ministration of George Washington, who started 200
years of such internal improvements.

However, the Dinamo group is resigned to striking
some kind of deal with the administration for “‘a fairer
system of user fees.”” Their Senator from Pennsylvania,
Republican Henry Heinz has lobbied for his waterways
at the expense of the Tennessee-Tombigbee River proj-
ect.

Steven Douglas, a candidate for the Democratic gub-
ernatorial nomination in Pennsylvania, not only opposes
any kind of user fees, but wants the federal government
to help build a long-sought-after Pittsburgh project for a
canal linking that city with Lake Erie. This, he says,
would greatly reduce the overland transportation of iron
ore to Pittsburgh from Minnesota ore fields, and thus
revitalize the American steel industry.

Meanwhile, anti-“pork barrelers” might reflect on
the following testimony of former U.S. Corps of Engi-
neer director Lt. Gen. Emerson Itschner in front of a
congressional Committee in 1958: “While the [Soviet]
Communists no doubt cheer the Americans who apply
the porkbarrel epithet to U.S. water development, I am
sure that no Russian would ever apply the term to any
part of the huge Soviet river basin construction pro-
gram.” Since 1958, the Soviets have developed a superb
inland waterway system of 79,000 miles, where a 1,500-
ton barge can travel from the Arctic Ocean to the Medi-
terranean Sea, while the United States threatens to close
its 25,000 miles.

National 59



Congl' essional Closeup by Barbara Dreyfuss and Susan Kokinda

Symms offers amendment
on Monroe Doctrine

The Senate may have an early
chance to vote on the questions
raised by the Monroe Doctrine
upon its return from Easter recess.
Sen. Steve Symms (R-Id.) has two
amendments pending to another
piece of legislation which calls on
the United States to invoke both
the Monroe Doctrine and the Rio
Treaty of 1947 with regard to the
Soviet presence in Cuba. Co-spon-
sored by 19 other mostly conser-
vative Republicans, the amend-
ment (to a resolution concerning
television broadcasting of Senate
proceedings) resolves that “the
United States is determined to pre-
vent by whatever means may be
necessary, including the use of
arms, the Marxist-Leninist regime
in Cuba from extending, by force
or the threat of force, its aggressive
or subversive activities to any part
of this hemisphere.”

Senator Jesse Helms (R-N.C.),
chairman of the Senate Foreign
Relations Subcommittee on the
Western Hemisphere, announced
on April 7 his support for Argen-
tinian sovereignty over the Malvi-
nas (Falkland) Islands (see Nation-
al News).

Outside of Helms’s statement
on behalf of Argentinian sover-
eignty, however, none of the other
cosponsors of the Symms amend-
ment has seen the need to apply
the Monroe Doctrine to the British
threat to the Western Hemisphere.
Among those cosponsors are Mal-
colm Wallop (R-Wy.), a fifth cou-
sin to the Queen of England whose
staff evinced no knowledge of the

Senator’s position on the British-
Argentine conflict. Another Sena-
tor’s legislative assistant whose
knowledge of American history
seems to extend back as far as 1981
remarked that he thought the
Monroe Doctrine would not apply
in this instance, ‘‘because Britain is
simply retaking a colony.”

Mort"gaging the U.S.

to foreign speculators

Senator Lloyd Bentsen (D-Tex.),
with the support of the Senate
Democratic Conference and Sen.
Malcolm Wallop (R-Wy.), has in-
troduced legislation which would
open up the U.S. residential real
estate market to foreign pension
funds.

According to Bentsen, in his
April 1 floor statement accompa-
nying S.2345 (the Residential
Housing Financing and Invest-
ment Act), the bill “would allow
foreign pension plans to provide
funds for residential U.S. real es-
tate without the imposition of U.S.
taxes on the income and gains
earned by the plans.” The Bentsen
proposal fits into the overall trans-
formation of the United States
from an industrial-agricultural
economy in which residential
housing was serviced by compan-
ion thrift institutions, into a ren-
tier-financier economy controlled
by international financial forces
(see Economics).

Bentsen cites as two prime
sources for investment in the
United States the foreign pension
funds of the United Kingdom and
the Netherlands, both of whose

economies and pension funds are
controlled by rentier-oligarchical
families. To facilitate the finan-
ciers’ takeover of U.S. residential
real estate, S.2345 also establishes
provisions whereby U.S. life-insur-
ance companies, traditionally the
conduit of such international
“family funds,” can compete with
banks in making housing invest-
ments for foreign pension plans.

Bentsen’s only Republican co-
sponsor, Wallop, took the floor on
April 1 to not only praise the Ben-
tsen initiative, but to point out that
he and Sen. Patrick Moynihan (D-
N.Y.) had introduced a more com-
prehensive piece of legislation,
S.502,in 1981, which does not limit
foreign pension funds to housing
but would open up a broader
sphere of investment opportunities
including stocks and bonds. Wal-
lop notes that ‘“‘there are literally
hundreds of billions of dollars in
foreign pension trusts, with little
of that amount being invested in
the United States ... it is a very
genuine opportunity to bring new
capital into this country for not
only residential housing, but a
myriad of other investment oppor-
tunities.”

Kennedy attacks
independent Fed
Senator Edward Kennedy (D-
Mass.) attacked the independence
of the Federal Reserve and hinted
that he would introduce legislation
into Congress to deal with it.
Speaking before the legislative
conference of the AFL-CIO Build-
ing Trades Department in Wash-
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ington on April 6, Kennedy de-
clared that there must be congres-
sional action “to restrain the Fed.”
He proposed that the Fed ‘“be
placed under the Treasury Depart-
ment, where it belongs” and also
said that he supported legislation
to make the term of the Fed chair-
mar coterminous with presidential
terms.

Kennedy made sure to tar Pres-
ident Reagan with Paul Volcker’s
high interest-rate policies. Declar-
ing these policies intolerable, the
would-be 1984 presidential candi-
date said that although Volcker
was appointed by Jimmy Carter,
“he is only doing the Reagan ad-
ministration’s dirty work. ... He
is following their strategy of sav-
aging the housing industry to save
the Reagan tax cut. ...”

Since it is unlikely that the
President will take action to reduce
interest rates, Kennedy stated, it
will probably become necessary to
introduce legislation to allocate
credit to ‘‘suffering” industries,
“diverting it away from corporate
. mergers.”” The proposal for credit
controls, which Kennedy has float-
ed several times in recent months,
is supported by Lane Kirkland and
the AFL-CIO Executive Council,
whose representatives have been
meeting with Volcker to discuss
the idea.

Provided that opposition from
President Reagan is- overcome,
Volcker reportedly has no opposi-
tion to the scheme since it would
not significantly increase overall
available credit.

Kennedy’s office reported that
the Senator was responding to
pressure from constituents in an

election year “who are demanding
that something be done about
those high interest rates.” But
Kennedy has no plans for quick
action. His aides report that any
legislation challenging the inde-
pendence of the Fed is “still quite
a while off.” If Kennedy does
move on anything, the aides sayj, it
will be on the credit controls.

Asked why the Senator feels
that special legislation is required
to deal with the “independence of
the Fed” when existing law already
makes it clear that the Fed is not
independent, but under the control
of Congress, the aides would only
reply: “We must emphasize that
the Fed is carrying out President
Reagan’s policies. ... Reagan is
the real problem.”

Hawkins bill would make
schools ‘drug-free zones’
Senator Paula Hawkins (R-Fla.)
introduced legislation on March
23 which would make it a federal
criminal offense to distribute con-
trolled substances within 1,000 feet
of a school. Cosponsored by Sen-
ate Judiciary Committee Chairman
Strom Thurmond (R-S.C.) and
Sens. Dennis DeConcini (D-Ariz.),
Harrison Schmitt (R-N.M.), Jo-
seph Biden (D-Del.), Mark An-
drews (R-N.D.), and James Ab-
dnor (R-S.D.), the Drug Distribu-
tion Deterrence Act (S.2263)
would change the federal criminal
code so that first offenders would
receive twice the current punish-
ment for the commission of this
crime in areas not adjacent to a
school, and second offenders

would receive a mandatory sen-
tence of not less than three years.

S.2263 grew out of an investi-
gation conducted by Hawkins’s In-
vestigations Subcommittee (of the
Senate Labor and Human Rela-
tions Committee), and culminating
in a Jan. 27 hearing. Referring to
the investigation, Hawkins said in
her March 23 floor statement that
*““All the witnesses interviewed—in-
cluding school counselors, juvenile
justice judges, and other experts—
believe that threatening pushers
who approach our children near
schools with stiff penalties will help
reduce drug use in schools.” The
Jan. 27 hearing also heard from
five young people who are
undergoing drug rehabilitation
and who testified to the ease with
which children—some as young as
11—can get marijuana, PCP, quaa-
ludes, and LSD around schools.

A spokesman for Hawkins
added that the Senator does not
view her legislation as a panacea
for the drug problem, but hopes
that it would be a first step in
restoring the nation’s schools as a
‘“‘sanctuary’’ against drugs.

The legislation has been re-
ferred to the Criminal Laws Sub-
committee of the Senate Judiciary
Committee. Subcommittee Chair-
man Charles Mathias (R-Md.) has
not cosponsored the legislation
and no subcommittee action on the
legislation is currently scheduled.
Rather than pursuing the cumber-
some process of moving the bill
through the Senate Judiciary Com-
mittee, however, Hawkins may
seek to attach it as a rider to an
appropriate piece of legislation in
the future.
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National News

Governor rejects Global
2000 for Texas

Texas Governor William Clements re-
leased his Texas 2000 Commission report
the week of April 5, rejecting completely
the limits-to-growth premises of the Car-
ter administration’s Global 2000 Report
of 1980.

In the report, Clements, a Republi-
can, endorses nuclear power develop-
ment, including the development of fu-
sion energy, and calls for large-scale
projects to bring desperately needed
water into the state.

Clements is facing re-election this
year. His report was prepared by a 23-
man bipartisan commission. |

The report states that “We have ac-
cepted population growth . . . as the driv-
ing force that will, to a large degree,
influence Texas’s future.” It calls for the
creation of 170,000 jobs annually, point-
ing to the effects of high interest rates
and the national economic crisis as a
threat to continued growth in Texas. Re-
cognizing that a rapid leveling off of the
oil boom is imminent, the report bases its
growth projections on the development
of nuclear energy, infrastructural expan-
sion, and oil-for-technology trade with
Mexico.

‘Green Mole’ at NRC

predicts core meltdowns

The New York Times is promoting ab-
surd and dangerous charges of an immi-
nent ‘“‘core meltdown” in some U.S. nu-
clear reactor, made on the op-ed page of
the Times March 29 by Demetrios Bas-
dekas, an NRC *“‘safety engineer”” who
claimed to be writing as a private citizen.

Basdekas appeared April 7 on the
nationally televised ‘“Today” show to re-
peat his fraudulent claims that embrittle-
ment of nuclear reactor containment ves-
sels by neutron flux, a phenomenon
known long before the first nuclear reac-
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tor was built, would soon cause some
reactor to “‘break like glass.” Basdekas
has been called an “employee without
portfolio” by those familiar with the an-
archic internal situation of the NRC,
where anti-nuclear agents known to be
complete frauds even by their fellow em-
ployees are able to produce “NRC re-
ports” for a loyal following of media
journalists.

Monroe Doctrine on

Malvinas

Senator Jesse Helms (R-N.C.) issued a
press release April 7 calling upon Great
Britain to accept Argentina’s sovereignty
over the Falkland Islands and upon the
Reagan administration to mediate the
dispute from this standpoint. While
Helm’s statement does not necessarily
reflect the position of the full Senate, as
chairman of the U.S. Senate Foreign Re-
lations Committee Subcommittee on the
Western Hemisphere and a ranking Re-
publican Senator, he has significant in-
fluence upon the administration. The fol-
lowing are excerpts from the statement
which is titled, “The Falkland Islands
Dispute:”

“The United States faces morethana
simple controversy as a result of Argen-
tina’s assertion of its claims to the Falk-
land Islands [Islas Malvinas]. What we
face is a possibility of severe strains to the
Inter-American System as a result of the
dispatch of the British fleet to the West-
ern Hemisphere.

“U.S. diplomacy has failed in allow-
ing even a highly regarded European ally
to display force in the South Atlantic,
thereby polarizing the Americas. For
more than 20 years a variety of Argentine
governments, of widely differing politi-
cal ideologies, have sought to negotiate
that country’s claims to the strategic is-
lands. Yet, Great Britain has refused to
respond. . . .

“Britain’s intervention into the West-
ern Hemisphere in 1832 violated the
Monroe Doctrine, specifically pro-

claimed to contravene interventions by
Imperial Russia in Alaska and from the
British, French, and Spanish Empires
into Latin America and the Caribbean.

“The Rio Treaty to which Argentina
has appealed was envisioned as a tool to
use against the Soviet and Soviet-backed
activities in the Hemisphere. It was cited
by the OAS in its resolution against Cu-
ban aggression and by the United States
in going to the aide of the Dominican
Republic, but legalistic interpretations of
the Treaty will be of little avail in pre-
venting most of the nations of the Amer-
icas, left and right, in uniting against
British Imperialism. ... Can Britain’s
claim to a colonial outpost 8,000 miles
from London be upheld in the face of the
overwhelming trend against colonial-
ism?”

LaRouche proposes

reform military policy

Lyndon LaRouche, Advisory Commit-
tee Chairman of the National Democrat-
ic Policy Committee, issued a policy dis-
cussion memorandum, Only Beam-
Weapons Could Bring to an End the Kis-
singerian Age of Mutual Thermonuclear
Terror in March. Citing the discovery
that recent and current Soviet military
expenditures have been approximately 50
percent more than the largest estimates
of the Central Intelligence Agency, made
by the combined staffs of the E/R and the
Fusion Energy Foundation, and first
presented at a conference in Washington,
D.C. in February, LaRouche warns that
‘““at the same time that U.S. policy has
been committed to attempts to roll back
Soviet-bloc borders and . . . destroy the
Soviet Union from within through pro-
motion of insurrections from so-called
national minorities, . . . Federal Reserve
Chairman Paul A. Volcker has been
doing Moscow’s work of destroying the
military capabilities of the Western Alli-
ance.” Calling this growing economic
weakness, accentuated by the erruptions
of strategic “‘hot spots’ throughout the
globe, which could culminate in a Eu-
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romissile showdown with Moscow in
early 1983, a “totally unacceptable stra-
tegic shift for the United States,” La-
Rouche emphasizes that these are the
very conditions threatening political sub-
ordination of the United States to the
Soviet Union that could even make ther-
monuclear confrontation thinkable.

The only solution to this balance of
nuclear terror, LaRouche insists, is the
development by at least one of the super-
powers of a capability to destroy all
threatening thermonuclear missiles.
Such a capability, for a relativistic-beam
anti-missile weapons-system, now exists
in principle. A crash program to develop
such a system must be the reformed mili-
tary policy of the United States. La-
Rouche identifies the dangerous fallacies
of the anti-technology ‘‘nuclear freeze”
advocates and discussed how nations
have historically developed genuine war-
winning capabilities through commit-
ment to the most advanced technologies,
combined with the political commitment
to a republican nation-state, the very pol-
icies that the international ‘“‘peace move-
ment” is attempting to destroy.

NDPC spokesman tours
North Dakota

Lyndon LaRouche’s National Demo-
cratic Policy Committee held its first se-
ries of public events in North Dakota
from March 31 to April 2.

The tour by NDPC National Political

" Coordinator Anita Gallagher included

two taped television interviews and three
public meetings, one in Minot, and a
two-part seminar on Federal Reserve
Chairman Paul Volcker and the genoci-
dal Global 2000 Report in Bismarck.
The NDPC representative also ad-
dressed the Kiwanis Club and the Serto-
ma Club, both service organizations in
Bismarck. The NDPC public meetings,
around the theme of “‘Kicking Out Paul
Volcker and Stopping the Global 2000
Policy of Genocide,” drew homebuild-
ers, right-to-life networks, farmers, and
small businessmen, as well as two former
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candidates for office.

Planned entirely by the NDPC chap-
ters in Bismarck and Minot, the tour
made a notable impact on the state. At
the present time, incumbent Sen. Quentin
Burdick, a Democrat, is being opposed
by Republican Gene Knorr, who has
worked in Washington, D.C. for the past
eight years for the Charles Walker Com-
pany, whose corporate clients adhere to
the Global 2000 strategy of “‘locking up”
Western resources. At the same time,
there is a strong environmentalist, anti-
corporate wing of the North Dakota
Democratic Party.

The NDPC's program of throwing
out Paul Volcker, building the gigantic
“water from Alaska” project, construct-
ing 100 nuclear plants by 1985, and
building up U.S. exports to a level of
$200-$400 billion per year defines the
way the Democratic Party can take on
both the anti-development Republicans
and the Democratic Party’s environ-
mentalist wing. This political vacuum
means rapid NDPC growth in the state,
Gallagher said.

Pennsylvania passes

‘slave labor’ legislation

The Pennsylvania legislature passed the
most extreme “workfare” bill of any state
in the nation at the beginning of April.
The bill would slash general assistance
welfare rolls by 50 percent, requiring
those cut off to work at minimum-wage
jobs to receive only $172 per month in
benefits. 140,000 recipients of Aid to De-
pendent Children would also be forced to
take jobs or lose their welfare benefits.
The bill grants tax benefits to busi-
nesses hiring welfare recipients at the
minimum wage; businesses could get up
to 90 percent of their Pennsylvania taxes
written off under the provisions of the
bill. Speculative trading of unused tax
credits among businesses is permitted,
encouraging use of welfare labor in a
state faced with a collapsing steel indus-
try, user fees on its waterways threaten-
ing the economic base of Pittsburgh, and
accelerating unemployment.

Briefly

® SEN. EDWARD KENNEDY,
despite his Irish origins, issued a
statement April 6 endorsing the
use of the British Navy to forcibly
retake the Malvinas Islands from
Argentina. “The Senator finds the
Argentine use of force totally un-
acceptable,” his statement read.

® THE KEMP-GARCIA ‘*‘free-
enterprise zone” bill has gained
the support of 95 members of the
House and 24 Senators. The bill,
which will set up unregulated
sweatshops in designated areas of
U.S. cities, is strongly backed by
the White House.

® THE CALIFORNIA AFL-CIO
officially endorsed Gov. Jerry
Brown for the Democratic nomi-
nation for the U.S. Senate March
31. During Brown’s eight-year en-
vironmentalist tenure in Califor-
nia, unemployment has grown to
the current 9.4 percent, above the
national average.

® McGEORGE BUNDY met a
challenge by EIR correspondent
Stanley Ezrol at the April 7 press
conference in which Bundy and
three other Council on Foreign
Relations spokesmen proposed a
“no first strike” nuclear policy.
Ezrol accused Bundy of support-
ing protracted conventional war-
fare as a means of population con-
trol, and cited Bundy’s collabora-
tion with Club of Rome founder
Aurelio Peccei. Bundy chuckled,
“You have the wrong man,” then
after persistent questioning con-
ceded that he had helped Peccei
found the International Institute
for Applied Systems Analysis.

® SOURCES close to the House
Banking Committee report that it
will soon come out with a report
highly critical of the Fed’s mone-
tary policies. The prospect so upset
Fed Chairman Volcker, a banking
committee source claimed, “that
he has called every member of the
committee to try to block its pub-
lication. The Fed doesn’t like to
be told what to do.”
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Editorial

The superpowers and the Malvinas

The United States must not “come in as a cock-boat in the wake of a British man-of-war.”
—U.S. Secretary of State John Quincy Adams, architect of the Monroe
Doctrine, in written advice to President Monroe in 1823.

We are certain that all among you are already aware
that the British Navy is now steaming to wage war
against the armed forces and people of Argentina.
You are also informed that, unless the British fleet is
stopped, shooting war will erupt probably during the
third week of April.

We have very little time remaining to act.

Once that war begins, the populations of all Latin
America will turn with hatred against Britain, and will
also direct that same hatred against the United States.
We shall therefore lose, rapidly, all of Central Ameri-
ca, and shall probably witness the rapid internal de-
struction of Mexico as well. If Chile allies with Britain,
then it is almost certain that a general war will engulf
all of South America.

The consequences are not means limited to the
Western Hemisphere. While the United States and
Britain are preoccupied with war in this hemisphere, it
is nearly certain that a chain reaction will be unleashed
in the Middle East. At some time, beginning on or
about April 26, Israel will invade Lebanon in force.
At the same time, the war between Iraq and Iran
jointly backed by Moscow and the U.S. State Depart-
ment now threatens to destroy the entire Gulf region
in a chain reaction of military actions and internal
destabilizations. If this development occurs, it means
the destruction of the petroleum supplies of our allies
in Western continental Europe and Japan.

British military actions in the Western Hemisphere
must be stopped. They must be stopped ruthlessly.
They must be stopped now.

The only strategically valuable element of the
North Atlantic Treaty Organization (NATO) is the
joint military command, SHAPE. Admittedly, Britain
and Joseph Luns controlin fact all of the non-military
aspects of NATO, and the British government does in
fact have the means to destroy those non-military
departments and functions, as well as to pull British
military forces out of NATO.

However, the United States has solemn and effi-
cient military treaties, independent of NATO as such,
with not only each of the member nations of NATO,
but also with France and other non-members of
NATO. Any government of continental Europe which
attempted to repudiate its military treaties with the
United States would be promptly overthrown by
forces of its own nation for attempting to do so.

However, Western continental Europe’s economic
and political existence depends upon export markets
of Latin America, Africa, and Asia. The net portion
of those exports is chiefly through the Federal Repub-
lic of Germany and Sweden, with other European
nations’ economic existence hanging on the margin of
their trade with, chiefly, the Federal Republic of Ger-
many. Once Britain begins major militafy actions
against Argentina, no continental European nation
can withstand the pressures of hatred against Britain
and its supporters, spreading from Latin America.

It is true that the British secret intelligence com-
munity is presently observed in frantically escalated
negotiations with the secret intelligence services of
Moscow. Itisalso true that Moscow presently chooses
to support Britain against the United States, in what
Moscow describes as ‘‘inter-imperialist rivalry.”

In the larger strategic reality, such British double-
dealing against the United States has the same long-
term significance as naughty children giggling and
exposing their sexual organs behind some barn. The
United States and the Soviet Union are the thermo-
nuclear powers of this world. Either they negotiate
openly and realistically with one another, or the only
alternative is thermonuclear war.

I predict that Moscow will become realistic in a
crisis. If Moscow wishes to deal with the United
States, it will negotiate directly with President Reagan
and the President’s friends, and not go behind the
barn with a bunch of naughty British schoolboys from
Chatham House and Whitehall.
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Franklin House Publishers present:

Lyndon LaRouche

the
STRATEGIC STUDIES
SERIES

All seven volumes for only $25

[J The Power of Reason: A Kind of Autobiog-
raphy, $2.95. Lyndon LaRouche discusses his life
and philosophy.

[J How to Defeat Liberalism and William F.
Buckley, $3.95. Rebuilding the American System
through a labor /farmer/industrialist alliance.

[ Will the Soviets Rule in the 1980s?, $3.95.
The precipitous state of U.S.-U.S.S.R. relations
— essential background to the Polish crisis.

[J What Every Conservative Should Know
About Communism, $3.95. The idols of Fried-
manite “‘conservatism,” Jefferson and Adam Smith,
exposed as free-trade anarchists.

[J Send me the 7-volume LaRouche series at $25
(including postage).

[ I have ordered single copies as indicated.
[] Please send methe Benjamin Franklin book catalogue.

Enclosed $

MasterCharge /Visa #

Expiration Date

Mastercard /Visa holders, call (212) 247-7484

[] Basic Economics for Conservative Dem-
ocrats, $3.95. How to end the depression: the
economics of capital formation.

[] Why Revival of “SALT” Won’t Stop War,
$3.95. The causes — and prevention — of World
War II1.

[ ] Hostage to Khomeini, by Robert Dreyfuss
with Thierry LeMarc, $4.25. EIR’s Middle East
Editor details the essential historical background to
how and why British intelligence gamemasters in-
stalled the Muslim Fundamentalists in Iran. An
expose being re-published in Arabic and Farsi
throughout the Middle East, including Iran. Com-
missioned by Lyndon H. LaRouche.

Name

Address Tel. ( )

City State Zip

Order from your bookstore, or from:

The New Benjamin Franklin House Publishing Co., Inc.
Dept. E

305 West 58th Street

New York, New York 10019

(Add $1.50 postage per book. Postage included in Special Offer.)
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